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EXECUTIVE SUMMARY

A dIrect result of USAID assIstance to RUSSIa's energy sector, best demonstrated by USAID's
specIfic coal aSsIstance actIVItIes, was the leveragIng of other bI- and multI-lateral fundIng,
lendIng and resources to support related actIvItIes USAID's ImtIatIves opened the door for
pnvate US companIes, other US government agencIes, US academIC InstItutIOns and other
non-US organIzatIOns to partner WIth RUSSIan counterparts m the promotIOn of market
reforms and supportmg democratIC structures

SpeCIfically, USAID's RUSSIan coal aSSIstance applIed an Integrated approach toward
addressmg economIC Issues faCIng the energy sector whIle promotIng the establIshment of
Independent free trade coal umons, health and safety COnllll1ttees, local economIC
development orgamzatIOns and non-government orgamzatIOns It was thIs umfied approach
to the sector WhICh dIrectly benefited RUSSIa but also prOVIded the Umted States WIth some
assurance that economIC reform and the promotIOn of democratIC pnncIples was underway In
RUSSIa

Umted States aSSIstance played a sIgmficant role In fostenng ImtIal US-RUSSIa relatIOns,
encouragmg economIC reform and promotmg polItIcal stabIlIty m the new RUSSIa The Umted
States became Interested In the then-SOVIet coal sector as early as 1987 when SOVIet coal
mIners threatened unprecedented worker stnkes callIng for economIC and polItIcal reform
US offiCIals recogmzed the Increased polItIcal WIll of coal workers to boldly seek change In a
SOCIety that, for over 70 years, had quashed polItIcal WIll and centrally controlled ItS vast
economy SOVIet coal workers dId commence hIstonc worker stnkes m the late 1980s WhICh
carned mto the early 1990s and culmInated In quashIng the coup ofAugust 1991

ImtIal US aSSIstance to the SOVIet coal sector was proVIded dunng the late 1980s and early
1990s pnmanly from the US pnvate and non-government orgamzatIOn (NGO) sector A
vanety of techmcal and polItIcal aSSIstance was proVIded to the RUSSIan coal sector and
funded by organIzatIons IncludIng the AFL-CIO, US Bureau of MInes, US GeologIcal
Survey, US Mme Safety and Health AdmlmstratIOn, and a number of pnvate US UnIverSItIes
WhIle these efforts were cntIcal for establIshIng ImtIal contacts and IdentIfymg areas where
US aSSIstance was ofvalue, polItIcal constramts kept these aSSIstance measures to a mInImUm

However, upon the collapse of the SOVIet Umon and rapId emergence of new countrIes,
RUSSIa welcomed the US to proVIde aSSIstance and work WIth former SOVIet counterparts
toward promotmg economIC and polItIcal reform As a result of earlIer ImtIatIves conducted
III the fonner SOVIet Umon, espeCIally those m RUSSIa pnor to 1992, USAID conSIdered US
natIOnal mterests, RUSSIa's speCIfic objectIves and the realIty of RUSSIa's eXlstmg economIC,
polItIcal and SOCIal condItIOns III fonnulatmg an aSSIstance strategy WhIch was tImely and
responSIve
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Russzan Coal

On average, RussIan coal has receIved $2 I bIllIon m annual federal SubsIdIes smce 1992 and
was the second hIghest state subsIdIzed sector m RussIa followmg agnculture It IS estImated
that m 1991, close to 1 5 mIllIon people relIed on RUSSIa's coal sector for employment, thIS
employment was eIther m the form of actual coal productIOn or sector support mcludmg local
grocenes, repaIr and constructIOn shops and farms for whIch the coal sector was responSIble
In the wake of drastIc economIC reforms, It became ImmedIately clear that the RUSSIan coal
sector could not support thIS labor force under market condItIons To date, RUSSIa's coal labor
force has been reduced to approxImately 500,000 workers The seventy of tills reductIOn has
taken ItS toll on the VIrtually non-eXIstent SOCIal support m place m RUSSIa's coal regIOns to
support the unemployed

Partners In Economzc Reform - PIER

USAID aSSIstance, prOVIded m collaboratIOn WIth RUSSIan counterparts and later funded by
the World Bank, put m place cntIcal foundatIons for operatmg a new SOCIal support system
willch could survIVe under market condItIons By supportmg the establIshment of "Partners In
EconomIC Reform" (PIER) m early 1992, USAID promoted the first US-RUSSIan structure m
whIch government, labor and management would partICIpate to address the economIC and
polItIcal tranSItIon of an Important RUSSIan sector - coal USAID contmues to support PIER
actIVItIes mother countnes ofthe former SOVIet Urnon and Poland but IS expected to close the
PIER program m 1999

PIER support to RUSSIan coal managers, labor representatIves and federal, regIOnal and local
government leaders addressed a range of SIgnIficant Issues, usmg a VarIety of aSSIstance
measures These measures mcluded US adVISOry on draftmg necessary laws and regulatIOns,
the provlSlon of eqUIpment and supplIes to local governments, non-government organIzatIOns
and mdependent trade unIons, the proVISIon of health and safety eqUIpment to coal mmers,
and the provlSlon of short and long-term trammg to a varIety of structures on mdustry
regulatIOn, health and safety, management, finance, accountmg, communIty development,
organIzatIon and operatIOns

USAID's aSSIstance to the RUSSIan coal sector through ItS support ofPIER and PIER affilIates
was tImely ThIS aSSIstance recogrnzed the relevance of systemIC change both WIth respect to
coal sector operatIOns and more Importantly, to the establIshment of a VIable "SOCIal safety
net", tax structure, mdustry regulatIOn, local economIC development and creatIOn of
mstItutIOns that would support market reforms and promote democratIC pnncIples Modest
US fundmg proVIded the new RUSSIan government, commencmg m early 1992, WIth
Important contacts to US government, mdustry and non-government orgamzatIOns as well as
much needed traIrnng As apphed to RUSSIa's coal sector, USAID offiCIals reCOgnIzed that
addressmg economIC Issues m IsolatIOn of the vast SOCIal and pohtIcal Issues mherent to the
sector, would be meffectIve
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Types ofAsslstance

Through PIER, USAID fundmg supported three pnmary types of assIstance to the RussIan
coal sector that are revIewed m detaIl m thIS report The first and pnmary type of aSSIstance
supported a vanety of trammg, adVISOry and polIcy support activIties conducted m RUSSIa by
US representatIves ThIS aSSIstance mcluded the establIshment of offices m RussIan coal
regIOns and Moscow to prOVIde a physIcal venue where counterparts could meet, provIde
regular trammg and bnng together a vanety of other local programs whIch could support coal
sector reform m RUSSIa A combmatIOn of US adVISOry and traImng m RUSSIa addressed
management, accountmg, mme operatIOns, mdustnal relatIOns, tax polIcy, health and safety,
government polIcy, sales and marketmg and local economIC development PIER also assIsted
m the creatIOn of the Inter-Agency Coal CommISSIOn (lAC) which brought together federal,
regIOnal and local government and mdustry polIcy and declSlon-makers for regular reVIew
and modIficatIOn of relevant economIC and coal mdustry legIslatIOn and polIcy, the lAC
contmues to operate

The second type of aSSIstance funded by USAID for RUSSIan coal representatives was perhaps
the most pOIgnant "US partIcIpant trammg" where, for generally the first time, RussIan coal
labor, management and government representatives VISIted the Umted States for between one
week and three months Over 300 RussIan coal and government representatIves benefited
from thIS type of trammg through USAID support between 1992 and 1998 Short-term
partIcIpants VISIted US coal mmes and plant mstallatIons, unIVerSIties, coal commumty
leaders, pnvate US coal eqUIpment manufacturers and met WIth US government
representatives m Washmgton DC mcludmg congressIOnal representatives and officials from
the US Departments of Commerce, Energy and Labor, EnVIronmental ProtectIOn Agency
PartIcIpants SImIlarly met WIth state representatives, these traImng tnps generally focused on
US coal states mcludmg West VirgIma, PennsylvanIa, Kentucky, IllInOIS and Wyommg
Longer-term partICIpants were avaIled the opportumty to take courses at a vanety of
umversitIes m these coal states as well as to partIcIpate m mternshIp programs at a number of
pnvate US coal and coal eqUIpment companIes

The third type of aSSIstance supported by USAID for RUSSIan coal was the prOVISIon of
commodIties, specrfically, health and safety eqUIpment of coal mmers as well as some larger
eqUIpment purchase to remove dangerous methane gas from underground coal mmes In
RUSSIa, coal mme aCCIdent and death rates are mordmately hIgh when contrasted to world
statIstics The prOVISIon of US manufactured health and safety eqUIpment has had a lastmg
Impact m RUSSIa's coal regIons where, pnor to 1992, baSIC safety gear was not avaIlable m
these regIOns and ItS use, certamly not reqUIred Safety eye goggles, gloves, ear plugs,
modem gas detectors, and steel toe boots are among some Items to whIch RUSSIa's coal
mmers had not been exposed In collaboratIOn WIth USAID-funded actIVItIes, certam coal
mme regulatIOns have now been passed, mandatmg worker use of thIS safety eqUIpment As a
result of exposure to tills eqUIpment and new US technology, several RUSSIan coal companIes
have purchased US health and safety and other coal mme eqUIpment
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Lessons Learned

ReVIew of the support extended by USAID to support coal sector reform m RUSSIa provIdes
valuable mSIght mto the ments of small US aSSIstance efforts, such as PIER, where strong
counterpart lmks and narrowly defined project ObjectIves proVIde a cntlcal framework m
WhICh focused aSSIstance may be delIvered USAID's aSSIstance to RUSSIan coal has resulted
m leveragmg well over $1 bIllIon World Bank loan funds m addItlon to what IS estImated to
be over $1 mIllIon EBRD loan funds avaIlable to RUSSIan coal commumtIes as well as a
vanety of contmued m-kmd humanItanan and trammg contnbutIOns to RUSSIa's coal sector

The mdIvIdual and mstltutIOnal contacts solIdIfied dunng the USAID actlvItIes supportmg
RUSSIan coal reform contmue to benefit the Internatlonal Energy Agency, InternatIOnal
Mmmg FederatIOn and Umted NatIOns EconomIC ComrmssIOn, Workmg Group on Coal
USAID's support of long-term, on-the-ground US staff coupled WIth strong RUSSIan
government and mdustry lmks proVIded a cntlcal foundatIOn on wluch other US and
mternatIOnal mItIatIves have bUIlt toward supportmg economIC and polItIcal reform m RUSSIa

USAID aSSIstance effort to RUSSIan coal revealed the Importance of RUSSIa'S mdustnal,
notably ItS energy sector, as a startmg place for overall economIC and polItIcal reform ThIS
mterrelatIOnslup was not well understood by offiCIals m the U S Government or m Congress,
and the coal sector dId not get adequate support As IS now clear, the startmg pomt for
RUSSIa's own economIC reform program rest m ItS reductIOn of federal subSIdy support to ItS
mdustnal and energy sectors, the sale of state assets formerly controlled by these sectors and
the promotIOn of local economIC and polItIcal mdependence

ThIS report has been prepared to prOVIde a closer look at RUSSIan coal-at-Iarge but more
Importantly, the measures taken by USAID to support reform of the RUSSIan coal sector that
ultImately has had a major Impact on the overall reform of the RUSSIan economy and RUSSIa's
polItIcal state
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US ASSISTANCE TO RUSSIAN COAL FORWARD

FORWARD

• In 1989, SOVIet coal and government OffiCIalS specrfically requested health and safety assistance from
Uruted States (US) coal and government structures Tms lDltlal request for US assistance came
munedlately foUowmg the first wave of pohtlcal changes m the SOVIet Uruon The request for US
assistance encompassed mputs from US labor, busmess, and government, US coal workers and
managers were once opponents m therr own US work places, but m 1989, they put therr drlIerences
aSide and responded to a SOVIet plea for help

The SOVIet coal sector further drew the attention of the US government durmg the late 1980's and
early 1990's when SOVIet coal mmers led the call for a more open economy and less government
mterference, tms call ultimately grew mto one for democracy In View of the urgency and
tremendous scope of the changes sought by the mmers and the COalttlOns wmch were rapidly bemg
bUIlt throughout the former SOVIet Umon, the US Government took on an mcreasmg role m
supportmg the mmers and government leaders who showed growmg SignS of supportmg major
change

-.
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ThIs report exammes the tmpact ofUS asSIstance on RuSSIa through ItS assIstance to the RUSSian coal
sector Because of the slgmficant and mstoncally umque role of the coal sector throughout SOVIet
hfe, the VISion ofUS OffiCIals to support change Wlthm the sector when It did IS commendable There
was no shortage ofbureaucratic entanglements (both US and RUSSian) still, the very mlSSlon ofUS
assistance to Improve health and safety and chart a course for the RUSSian coal sector toward
estabhshmg an open market and democratic prmclples was acmeved

The mam US support to the RuSSian coal sector was Partners In Economlc Reform (pIER), a pnvate,
non-profit orgamzatlOn created m drrect response of SOVIet requests for US coal sector assIstance
Irutlally the reCIpient of a $50,000 Usery Foundation grant, PIER was awarded an $8 mllhon
Cooperative Agreement With the US Agency for International Development (USAID) m June 1992
and received additIOnal fundmg between 1992-1997 PIER's work ultimately contnbuted to the
1everagmg ofover $1 btlhon World Bank lendmg m RUSSia as well as m-kmd and other pnvate sector
and donor assistance to RUSSian coal regIOns

A detmled background on RUSSian Coal IS mcluded m AppendIX 1 The assistance proVided to
RUSSian Coal by the US was directed at a new type of AID reCipient, notable throughout Eastern
Europe and the Former SOVIet Uruon (FSU) where the populatlon IS better educated and eIlJoys more
sophIsticated mfrastructure than have traditIOnal USAID-asslsted countnes Tms report concludes
With "Lessons Learned" whIch are slgmficant m therr apphcatlon to donor assistance m RUSSIa, as
well as coal-specific assistance and development work m a changmg enVironment

At the tune ofthis wntmg, the restructunng ofthe RUSSian coal sector contmues With close assistance
from the World Bank FollOWing USAID supported efforts to the RUSSian coal sector (1991
present), the World Bank actively commenced work With RUSSian government and coal offiCials, m
July 1995 the RuSSian Government formally requested a World Bank Coal Sector Adjustment Loan
(SECAL) The World Bank made two loans to the RUSSian coal sector m July 1996 totalmg $525
nulhon In December 1997, the World Bank Board ofDrrectors' approved a second $800 mIlhon
coal loan for RUSSia

•
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FORWARD US ASSISTANCE TO RUSSIAN COAL

Tills report has been prepared by Mary Lowse Vitelli, an attorney who has also worked m Central
Amenca, and IS pubhshed by the Unrted States Agency for InternatIOnal Development (USAID) Ms
Vrtelli IS currently the Vice PreSIdent ofAdvanced Engmeenng AsSOCIates InternatIOnal (AEAI) and •
ABAI PrOject Manager for the USAID Global Energy and EnVIronment IQC1 awarded m December
1997

Ms VItelli hved m RuSSIa from 1992-1997 and has been workmg WIth US and RUSSIan authonnes
on coal sector restructunng smce late 1991 to present Her lDlnal efforts as DIrector ofthe USAID
sponsored PIER program mRuSSIa (1992-1995) resulted mthe estabhshment of strong hnks between
the US pubhc and pnvate sector and RUSSIan government, coal sector, regIOnal and local pubhc and
evolvmg pnvate sector counterparts These hnks were cntIcal to her work as World BanklMImstry
ofEconomy Project AdVisor on coal Issues (1995-1997) as well as for the development ofpnvate
mvestment mRuSSia's coal regIons She contmues to adVise the RUSSian government on commumty
development m coal regIons

•

IIQC refers to Indefimte QuantIty Contract, thts IQC has been allocated $200 millton
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US ASSISTANCE TO RUSSIAN COAL INTRODUCTION

INTRODUCTION

• Pnor to 1992, the SOVIet Umon was the thrrd largest producer of coal m the world, followmg the
Umted States and Chma Today Russia ranks as the world's thrrd largest coal producer Over 60%
of electnc power m the former SOVIet Umon was generated by domesnc coal SOVIet coal mmers
were tradinonally considered as ''Heros of the State" who labored through treacherous underground
condltlOns m the harshest of chmates to proVIde a cntical source of energy for reSidential heat and
mdustnal power

Before 1992, the Russian coal sector was operated m the same centralIzed way as all other SOVIet
energy and mdustnal sectors All finanCial and managenal deCISions concermng Russia's 17 coal
reglOns and 164 coal commumtles were made m Moscow and carned out at the regional and local
levels, the State lffiposed severe penalties for failure to lffiplement Government and management
were one m the same Workers were mc1uded ill the Commumst Party Worker Umon which prOVIded
health and vacatlOn benefits, but no guaranteed worker nghts lffiphed under market or democratic
condltlOns such as the nght to stnke, the nght to timely payment ofwages, or mobility to find new
employment 2 Among other thmgs, non-membership m the state umon precluded workers from
recelvmg 50% oftherr benefits

•

•

•

••

RUSSian coal has received, on average, $2 1 bl1hon m annual federal subSidies smce 1992 In 1996,
federal coal support totaled 2 1% ofRussia's entrre budget, coal IS RuSSia's second highest subsldlZed
sector, followmg agnculture Over one ffillllOn workers were drrectly employed by the coal sector
m 1992, the employment figure for RUSSian coal IS now approxnnately 680,000

Startmg m 1991, slgmficant changes m the econOffilC, pohtlCal and SOCial systems ofRussia resulted
m the demohtlOn of the "cradle-to-grave" secunty which SOVIet cltlZens eD.]oyed, central planmng
crumbled mto an unWleldmg web of msecure government OffiCialS, Ignorant and often greedy
management, and unmformed populace The scope ofthe changes leVIed on RUSSIa, a country of 153
ml1hon people spannmg 11 tlme zones, cannot be overestnnated Government guaranteed health care,
schoohng, Jobs, and penSlOns that formerly secured RUSSian cltlZens throughout hfe disappeared m
favor of a "market system" which contmues to develop m RUSSia

Changes m the mdustnal sectors of RUSSia have been Immense Defense productlOn, reportedly
proVIdmg Up to 80% of employment m the former SOVIet Umon, was VIrtually halted m 1992 An
energy sector wrnch was recklessly managed Wlth no regard for finance or resource base was now
econoffilcally accountable and cnncal to the success of Russia's new market economy It has been
the translhon of the nahon's monohtrnc mdustnes wrnch has posed SIgnIficant difficulty for average
RUSSians and which best reflects the underlymg reasons for, and effects of, the country's changmg
economy and pohtic 3

2The proplSka' system lS still enforced m RUSSIa tlus system reqwres that a reSIdent ofone clty/village re-reglSter m a
new clty!vIllage upon relocatmg- a regIstratIOn fee IS reqUIred Recent coal mmer experIence reflects a common relnctance
for IDumClpal authorrtIes at new locatIons to allocate correct pensIOn or relocatIon funds due the mmers A worker may not
be employed m a State operatIOn WIthout the proper proplSka A lack ofdecent and affordable housmg and employment
opportunIhes m partIcular regIons also prevents labor mobility m RUSSIa
3There apparently had been what dIscUSSIon at SeDlor levels WIthIn USAID on addressIng mdustry-by-mdustry m RUSSia
as a mode of llSSlSta:nce, this approach bad been tested m another part of the world Without success and was never suggested
as a potenllal approach to USAID assIStance m RusSia PIER receiVed repeated requests from other RUSSian mdustnal
sectors for snmIar lISSlStance it proVIded to the coal sector; requests eame from the mekel, paper, od, gas and gem sectors

•
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INTRODUCTION US ASSISTANCE TO RUSSIAN COAL

The bnefhtstory ofRussIan coal restructunng (1993-present) nurrors the traumattc econorntc and
pohtlcal upheaval ofRussIa's transItIon toward a free-market onentatlOn The pOhtlCal, econOffilC •
and soClallmks found WIthIn the RUSSIan coal sector restructunng process are profound The steps
taken dunng the course of RUSSIan coal sector restructunng proVIde Important lessons for other
mdustry transrttons They set an example for how US and donor assIstance can best facilitate change

As early as 1989, US government, pnvate and other non-government orgarnzatlon (NGO) sectors
began to formally butld relattons WIth SOVIet coal sector representatIves, mcludmg government,
mdustry managers and umons SOVIet representatives called on the US coal mdustry, the world's
most techmcally and econorntcally sophtstlcated producer, to proVIde support to develop a more
VIable coal sector focusmg on health and safety Issues At that tIme, US assIstance was pnmartly
proVIded to by the Free Trade Umon Instttute (FTill), the mternattonal assIstance arm ofthe AFL
CIO, the Nattonal Coal AsSOCIatIOn (NCAt, and the US Mine Safety and Health Adrntmstratton
(MSHA)

USAID / Partners In Econom,c Reform (PIER)

Growmg econorntc and polrttcal urgency m the SOVIet Umon led to a rapId US response to a request
for "rntne health and safety assIstance" from the newly estabhshed SOVIet Mmtstry of Fuel and
Energy In June 1991, a team of Amencan coal mdustry and government representattves began
reconnaIssance VISitS to the coal regIOns ofRUSSIan and Ukrame The pnmary focus was to Identrfy
areas ofcooperation between the US and RuSSIan and Ukrauuan coal regIons m tmprovmg the latter's
health and safety condItions at rntne sItes

As a dtrect result of the June 1991 VISIt, Partners In Econorntc Reform (pIER), a pnvate non-profit
Washmgton, DC-based orgamzatlon was estabhshed m December 1991 PIER prOVIded an
unprecedented partnershtp between US and SOVIet counterparts where labor, management and
government partners shared a common goal to Improve the hves of Soviet coal rntners whIle
assunng Vlablhty of the sector Surfacmg pohtlcal and econOmIC Issues contnbuted to the urgency
and VIgor whtch WIth PIER was supported both m the Umted States and SOVIet Umon

Imtlal fundmg for PIER was donated by the Usery FoundatiOn, a chantable foundation estabhshed
by former US Secretary ofLabor, WJ Usery, Jr Smce 1991, Mr Usery has served as ChaIrman of
the PIER Board ofDrreetors

PIER worked closely With USAID, speCifically, the ''NIS Task Force" responsible for the deSign of
US energy assistance to the former SOVIet Umon S PIER entered mto an $8 mIllIon Cooperattve
Agreement With USAID m June 1992, thts support was extended m 1995 and expires m September
1998 Smce 1992, USAID has contnbuted to RUSSIan Coal studies m partnershIp With the World
Bank and UK Know How Fund, It has funded sample health and safety eqwpment and US partIcIpant

4In 1995, the NatIonal Coal AssociatIon became the NatIonal Mmmg AssociatIon

5"NIS" refers to Newly or New Independent States, other references to the former Soviet Umon have mcluded "CIS 
Commonwealth of Independent States" and "SoVIet Repubhcs"

•
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traunng Through PIER, USAID has funded slgmficant m-country trammg and dIstnbutlOn of
mformatlon on a range ofcoal sector and free market Issues

By early 1993, PIER's mandate m RussIa had expanded m response to a fast-changmg RussIa
PIER's health and safety portfoho grew to mc1ude a WIde array of Issues related to coal sector
restructunng Through PIER aetIvrtles, notably between 1992-1996, sIgmficant US and other donor
actIVItIeS were conducted throughout RuSSIa Perhaps the most tangIble benefit ofthese actIVIties has
been World Bank lendmg to support coal sector restructunng $525 millton World Bank lendmg was
dtsbursed m July 1996 and $800 nulhon World Bank lendmg has been approved for 1998 IndIVIduals
now supportmg themselves m small busmess, Improvmg therr coal mme SIte, or workmg m RUSSIan
government, who receIved trammg or mformatlOn through PIER actIVIties are also Important

•
US ASSISTANCE TO RUSSIAN COAL INTRODUCTION

-.

It IS doubtful that, absent US assIstance to RUSSIan coal, reforms now underway and World Bank
funds supportmg those reforms, would be as securely m place Through PIER, USAID has
demonstrated that some ofthe most effectIve forms of assIstance are small, low-funded programs
whIch focus on educatmg, Improvmg mformatlOn exchange and "learnmg by domg" By usmg a
combmatlon ofUS and RUSSIan staffand consultants, PIER's ''hands-on'' approach mc1uded extensIve
VISIts to VIrtually all RUSSIan coal regtons where underground and surface mme VISItS were regularly
conducted Underground VISItS were mherently dangerous but, especIally Amencan VISItS to the
mmes demonstrated PIER's total COmmItment to understandmg the sector It was assIstmg

What now appear to be SImple measures taken by PIER m RUSSIa (1992-1996) lmd cntlcal
foundatIOns on whIch donor and pnvate sector contnbutlOns contmue Examples of what PIER
achIeved capture the human element ofwhat the bureaucracIes ofdonors and governments proVldmg
assIstance seek to accomphsh

• Convmcmg people m a transItIonmg economy of the ments ofrestructunng usmg examples
ofstrntlar transItIons m other coal countnes, demonstratIng the econOmIC benefits ofImproved
health and safety measures, sharmg expenence, coal mmers from the US best descnbe the
benefits of open commumcatIons WIth management, US coal managers best descnbe the
Importance of transparent accountmg practIces and good worker relatIons,

•

•

•

•

Helpmg to estabhsh and/or redeSIgn mstltutlons whIch support market transItIon mcludmg
trade umons, trade aSSOCIatIons, busmess trmmng mstItutes, mme safety mstltutes, open
commumcatIonsifree press, and legal forums mcludmg tnbunals able and wtlhng, to enforce
evolVIng legIslation,

IdentlfYmg key mdlVlduals COmmItted to reform and proVldmg them support mcludmg
trmmng, InformatIOn exchange, and actIve partICIpatIon m desIgmng and Implementmg
techmcal asSIstance,

••
• Introducmg RUSSIan coal and government representatIves to the donor commumty,

Identtfymg pubhc and pnvate RUSSIan and foreIgn aSSIstance programs relevant to coal

•
5 UNITED STATES AGENCY FOR INTERNATIONAL DEVELOPMENT
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commumtles and hnkmg them WIth RUSSIan representatives 6

Mmdsets whIch gwded SOVIet econOffilCS have been altered and adherence to pohtlcal systems •
WIthOut will have been very much abandoned SOVIet attrtudes whtch earher prevatled agamst western
"mterference" and assIstance have become remarkably more posItive and mterested pursuant to
commttted efforts ofUSAID and USAID-funded projects wtlhng to estabhsh necessary mdlVldual and
mstrtutlonal hnks on whIch later World Bank, pnvate busmess and growmg RUSSIan NGO and pnvate
sector work would be based

The breadth of changes and speed WIth wmch they were wrought on RUSSIan SOCIety must be
conSIdered m exammmg RUSSIan coal restructurmg, and US assIstance to It Sweepmg changes m
the RuSSIan mentaltty, expectatIOns and dIplomatIC relations, notably WIth Amencans, have requIred
an mordmate amount oflearnmg and nsk-takIng on the part ofRussIans, as well as placmg RUSSIan
pnde astde The legacy ofthoughtful, patient and results-onented asSIstance proVIded by the Umted
States to RUSSIan coal IS eVIdent m the sector's strong movements toward reform mcludmg an
estabhshed free trade umon structure, tmproved technology, the redrrectlon offederal subSIdIes to
support econOffilC reform, mcreased awareness and enforcement of mme safety and health, and
workmg regIOnal and local coal networks

Restructunng Russ,an Coal

The need to mtegrate the RUSSIan Coal Sector mto the country's new market settmg has reqwred
Slgmficant sector restructunng Coal restructunng has had a slgmficant pohtlcal, econOffilC and SOCIal
Impact m RUSSIa and the role of the US Government m thIs process cannot be overlooked As •
econoffilc reform contmues, decreased avadability offederal subSIdIes and questIOnable demand for
RUSSIan coal have reqwred a drastic reordermg ofthe sector A hIghpomt m RUSSIan coal production
at 412 mdhon tons m 1988 has smce been reduced by almost 50% ThIs has meant that 1 ffilllmn
RUSSIan coal Jobs have been cut by at least 30%

Between 1992 and 1997, upwards ofSUSD 1 6 tnllion has been spent by the RUSSIan Government
to support RUSSIan Coal Thts federal fundmg follows the tradItIOnal structure of State support to
SovIet mdustnes, subsuhzmg not only actual mdustry costs, but related SOCIal and commumty
busmess costs ("anctllary support") whtch, under a market settmg, would be the responsIbility oflocal
government, or the pnvate sector All dIrect coal mdustry operatIOns, mcludmg equIpment, salanes
and tratmng, rehed on centralIZed fundmg and planmng ThIs financmg and planmng also mcluded
mmers' housmg, water and sewage, electriCIty, roads and mfrastructure, schoolmg, food and supphes,
vacatIOns and health care

In 1992, It was esttmated that RUSSIa mamtamed 201 underground mmes and 102 surface mmes
Today's figures are conSIderably less, approxtmately 164 underground ffilnes and 74 surface mmes
by the end of 1997 Dunng the course ofrestructunng, Up to half RussIa's mmes are expected to

6An example Poor to 1992, the IntematIona1 Energy Agency (lEA) mamtamed weak bnks to RUSSian coal and only general
mformatlon was avlll1able to lEA on SOVIet Umon coal, m late 1993, PIER conducted a workshop for Rosugol managers
on the role ofthe lEA winch dJrectly resulted mRosugol's appomtlng an "lEA contacf', mformatlon contlnues to be shared •
between lEA and RUSSian coal.
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close by 2002 The result ofan ambIttous mme closmg program, began m 1993 by the Russian Coal
Company (Rosugol), rome closmgs have presented ongomg SOCial, econOIDlC and envrronmental
hazards for Russian coal commumttes and the country-at-Iarge More than 300,000 people will have
left the coal sector or related work Wlthm a 4 year penod (1993 - 1997) Over 30,000 coal sector
workers will have relocated Wlthm Russia and taken Up alternatIve employment

•
US ASSISTANCE TO RUSSIAN COAL INTRODUCTION

•

••

Coal IDlrnng condlttons throughout the SOVIet Urnon, mhented by RussIa, are mcredtbly harsh,
reIDlrnscent ofUS "pre-moderrnzatlOn" coal mme conditIons ofthe 1930's and 1940's Inherently
dangerous rntrnng conditIOns throughout RUSSia were made mcreasmgly worse Wlth the use of
antiquated eqUIpment and slgmficant neglect ofbasIc eqwpment mamtenance and repatr One ofthe
htghest rates m the world for coal sector-related deaths and 11lJunes, notably the loss of hmbs,
connected to unsafe rntrnng practices, has become an accepted reahty ofRUSSian coal rntrnng

•
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•
US Financial Assistance for Russian Coal Sector Restructuring

1991 - 1997
1991 1992 1991 1994 1995 1996 1997 1998

"
L

$800 mllhon World
Bank Coal (Loan 2)

World Bank Coal
Loan 3 (pendtng)

•

USAID Pill fundtng
extended to March
1997IPPU estabhshed

$80 000 EuraSIa grant
for PIER Vorkuta
Medtanon Center

(r111\ ) $25 millIOn
World Bank lAP ***

(J IIl\ ) $500 rmlhon
World Bank Coal
SECAL** (Loan 1)

$200 000 EPAIPIER
Methane Center 1(+$465000 Japanese
Kemevovo (USAID) +$200 000 UK )

(hl1\lIf\) $50 000 (I\Uglhl N(1\ llnbll) $200000 USAID Up to $200000
Start up funds for $400 000 USAID funds funds to conduct coal USAIDIPIER support to
PIER operanons from to support PIER and assessments Project PreparatIOn Umt
Usery FoundatIOn other US consuJtants m SubSIdy DIstnbutIOn (pPU) start up

W B * Coal Assessment Coal Mme Fmance
SocIal Costs of

ClosmgMmes

US Contnbunon to
$300 000 US Dept of W B PPUlProject
Commerce CABNlS ImplementatIOn Umt
grant to PIER (pIU) OperatIOns $1

rmlhon USAID

(T\! lILh) PIER
awarded $8 tmlllOll

USAID Cooperanve
Agreement

US Dept of State

MSHA

NCA

AFL CIa

(Tum) FSU Tnp

Usery Foundanon

(JUllL) USAID PIER..j I I I I 1--.
agreement finahzed

Commencement of
USAID Commodtty
Import Program

3 coal compames
receIve methane gas
removal eqmpment

ON-GOING "IN-KIND" CONTRIBUTIONS (Consultants, Semmars, Conferences EqUlpment)• •
AFL-CIO

FTUI

MSHA

NCA(NMA

UMWA

Urnverslues of PIttsburgh

IllmOls

Kentucky

Southern IllmOls

West Vrrgmta

USAID Programs

OECD

ILO

* World Bank

** Coal Sector Adjustment Loan (Coal Secal)

*** ImplementanonAsslstance Program (TAP)

Umted ';;tatec; Agencv for Tntematmnal Develonrnent

~
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US ASSISTANCE TO RUSSIAN COAL

CONTEXT (1989-present)

CONTEXT

The context ofthe world, especially Eastern Europe, sulToundmg the Isolated Soviet Dmon m the late
1980's and early 1990's IS essential to understandmg the subsequent reform efforts m Russia No less
than two generattons oflustory were called mto questton when Central and Eastern European peoples
rose agamst the soclahst systems wruch had supported them for decades Words hke "reform" and
"pnvatlzatlOn" would now be rapidly mcorporated mto languages wluch earher had no terms to
descnbe the functIOns of a market economy

By 1989, the begmmngs of world change had begun to emerge as Poland adjusted to the fall ofItS
40 year Commurust rule followmg over 3 years of citizen demands for econOlruc and pohtlcal
freedom The change was bold and unexpected The reform movement led by a uruted effort,
"Sohdanty", could not have flounshed m Poland Without worker support In hght of techmcal
assistance proYlded by the AFL-CIO m supportmg the Sohdanty Movement m Poland dunng the ffild
and late 1980's, a groWing hope emerged that workers m the Soviet Dmon would receive slffillar
assistance

Perhaps most PiVOtal for the Clttzens ofthe netghbonng SOYlet Dmon was the 1989 "fall of the wall"
between East (the German Democratic Repubhc) and West Germany East Germans, used to 40
years of SOYlet rule, were welcomed by their West German brothers and sisters mto a world wruch
brought them greater mdependence, wages, opporturuty and undoubtedly, frustratIOn There was a
feehng that the world had hterally changed overmght, and as would become a useful western
campatgn mantra, "a new world order" was emergmg Yugoslavia had also expenenced a revolutIOn
and soon, Czechoslovakta, Hungary and Bulgana would also look toward democratic and market
systems to replace their former systems

The last modern revolutton m Eastern Europe, and by far the bloodiest, took place m 1989 when the
oppressive regtrne ofthe merciless Romaman dictator, President Nlcolae Ceausescu, fell, he and rus
fannly assassmated The torturous acts cOmmItted by trus closed, brutal regtrne could no longer be
rudden The world was gIVen the most negattve of views of soclahst rule as the dead bodies of
cluldren and adults were taken from unmarked graves throughout the country Even careful Soviet
news edltmg could not rude the atroclttes revealed to the world

For those months of rustonc change, Impossible predictIOns about the futures of those formerly
soclahst regImes were posed by governments, acadeffilc commuruttes, and the general populace
worldWide Even today, these felled soclahst states remam as mfantile democracies, and With the
possible exceptIOn of East Germany wruch benefits from slgruficant West German financial and
POhtlCal support, contmue to find therr paths toward supportmg hybnd market econOffiles

SOYlet coverage ofthese events was '''well-edIted'', the fact that former "alltes", unot captIve ones
as part of the SOYlet sphere of mfluence, had so drastIcally altered therr systems and opened doors
to the west, left mdlYlduals throughout the SOYlet Umon tmrnensely mterested m the fate oftherr own
pohbcal and econOffilC systems

In the Umted States, PreSident George Bush was wagmg a re-electton campmgn agamst a man named
Bill Chnton, Governor of the State of Arkansas The emergmg "new world order" would playa
slgmficant role m the 1992 US election
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CONTEXT US ASSISTANCE TO RUSSIAN COAL

In August 1991, almost one year before the DS Presidential electIOns, brewmg pohtlcal action m the
SOVIet Druon culmmated m a falled coup agamst then Party Leader Mlkhall Gorbachev The action
sohdrfied the pohtIcal directIOn of the SOVIet Druon and resulted m the munediate removal of
Gorbachev, elected as the first PreSident ofthe Soviet Druon m June 1991 The Soviet Druon was
to be replaced by the cautious estabhshment, or re-estabbshment, of fifteen countnes led by fifteen
new leaders ofthe former SOViet repubhcs

In RUSSia, a SOVIet parhament member named Bons Yeltsm, With strong support from RUSSian coal
workers, was mstalled as the officmlleader ofRussia mDecember 1991, later confirmed as PreSident
by popular election mJune 1993

The world scrambled to understand the impbcatlOns ofchange bemg leVied on it DS references to
the regIOn as the "repubhcs" or "states" of the "Former SOViet Druon" (FSU), ''New Independent
States" (NIS), and "Commonwealth ofIndependent States" (CIS) are stlll used today, but falled to
recogruze the clear emergence of 15 separate countnes

Econoffilc and POhtlCal changes occurred at drfferent times m the new countnes Smce the
tumultuous days of 1991-1992, the dusts of change have settled RUSSia finds itself strongly movmg
toward a market settIng wb11e nelghbonng Afghanistan has isolated its people beyond earher imposed
SOVIet controls Ukrame is disarmmg Its nuclear POSitiOn, and the Central Asian countnes struggle
With CiW COnflict and econOffilC uncertamty Armerua and GeorgIa suffer the consequences ofcivll
war and endure regular power-outages, year-round The BaltiC countnes ofLatVia, Lithuarua and
Estorua have demonstrated that some vestiges oftheir market illstory remam, small busmesses and
local econOffilC development programs are achievmg some success

The drfferent rhythms of change throughout the former SOViet Druon greatly impacted mdustnal
operatIOns and reform Examples ofthe lffipacts were immediately seen m the RUSSIan coal mdustry

• Dunng the SOVIet era, coal eqUipment facihties were located m Kazakstan, RUSSian
mme enterpnses found themselves Without cntlcal eqUipment, spare parts or reparr
facihties Today most coal eqUipment is stlll only avallable m neighbonng repubhc,
Kazakstan

• The ''brams'' offinanClal and organtzatIonal management ofthe SOVIet coal sector was
always based m Moscow, follOWing the break-up of the SOVIet Druon, RUSSia
benefited from this legacy willIe her neighbonng coal repubhcs struggled With sector
operatIOns and baSiC management

• Consumer bases and the transport of coal and coal products, espeCially usmg ports
m RUSSia and Ukrame, gave fise to other new issues mvolvmg country borders, issues
which had no role m SOVIet coal operations

UNITED STATES AGENCY FOR INTERNATIONAL DEVELOPMENT 10
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RussIa

CONTEXT

Even today, RUSSIa has emerged from the severe econOlTIlC and pohtlcal changes ofthe early 1990's
as the lea<img force among the 15 fonner Soviet repubhcs The obvious benefits for RUSSian leaders
mhentIng the former SOViet capitol, Moscow, were consIderable Moscow was at the very heart of
all SOViet mdustry and itS "commercial secrets", the far-reachmg central bankmg system, financIal
and consumer goods' distnbutlOn mfrastructure, and sigruficant mstitutlOnal and human memory of
"how things get done" across the vast regIOn With the benefits have come tremendous responslblhty
to secure regiOnal peace and econOlTIlC stabIlIty m the region, whIle mamtalmng a credible and
powerful place m the world

WithIn months of'lhe changes", the maJonty ofRussian government and mdustry OffiCIalS began to
recogruze that the call for an "open economy" meant that therr mstitutions needed to operate m new
and unknown ways The many "details" reqUired by a market economy were dauntmg ItelTIlzed
budgets and reportmg, supply and demand proJectiOns, transparent accountmg and audit systems,
Justified labor and production costs, and mter-mdustry relatIOns, as well as labor-management
relations

What was tmmediately clear by rntd-1992 was that RUSSIa needed to ralse capital to support itS entry
mto an open economy Ongomg reference to capital as "hard currency" reflected a sigruficant lack
offaith m Russia's ruble 7

In early 1992, when the calm of change began to settle m, the first collective look at Russia's
changmg economy was focused on itS large State-supported mdustnal sector and boastful natural
resources The defense sector immediately drew attention from withm RUSSia as well as from the
West The reahty of the Cold War's end and RUSSia's deCided chOice to move forward toward a
market economy could no longer support the overextended production of ItS defense complex, where
supply exceeded demand and too many employees received too many benefits

RUSSia's energy sector became the second State-supported sector to receIve attention The regiOn's
vast 011 and gas supphes would benefit RUSSia's growmg need for hard currency Domesttcally
produced coal could proVide signrficant reSidential and commerCial power at home But, the demand
for coal would sigmficantly be reduced as defense and other SOViet mdustnal productIOn facihties
deelmed Not until rmd-1994 did RUSSian government and mdustry offiCials openly acknowledge this
reahty

Smce 1994 however, the econOlTIlC and pohtical changes throughout RUSSia have been tremendous
In the wake ofRuSSia's legahzmg busmess and commerce, the country has witnessed the creation of
a number of stock exchanges, Jomt ventures and partnerslups, the valuanon of properties, and
fledghng legislatIOn to support these econormc msntutions Coupled WIth the evolutIOn ofRussIa's
market foundations has been the much-pubhcIZed emergence of a powerful mafia force wluch
manages to transcend borders, mdustry and busmess, and pohncs

7The uncertamty of the value of RUSSla's currency, the ruble, ill 1992, created a presumed confidence ill "hard currency"
whlch generally referred to US dollars and occaslOnally German marks Not untll nnd-1995 dld the ruble regam sufficlent
government and popular confidence to assure that vanous laws agamst the use of "hard currency" were enforceable

11 UNITED STATES AGENCY FOR INTERNATIONAL DEVELOPMENT



CONTEXT US ASSISTANCE TO RUSSIAN COAL

The balance for RUSSIa's people between the emergence of a free market and solIdIfymg democratIc
reform has been dIfficult The opportumty to vote countered WIth the prospect oflosmg a Job has
not completely msprred the natIOn to support the drastIc reforms underway m RUSSia State workers
(teachers, doctors, transport, mdustnal sector) contmue to go months wIthout pay wmle penslOners'
State benefits are too rmmmal to support hvmg

NeIther the econormc or pohttcal mstttutlOns bemg supported m RUSSIa dIrectly reflect any western
notIOn of them, RUSSIa contmues to proffer "hybnd" models of pnvate sector operatlOns where
government, or ItS long arm, manages to control large aspects of operattons Future secunty for
growmg busmesses IS fleetmg, hkemng the sItuatIOn to the Umted States' "wtld west" IS valId only
for the sake of companson

Even m 1998, the country finds Itself strugglIng WIth the prospect of a PresIdent m fatlIng health and
the realIty that the natIon, rermruscent ofTsanst and Commurust eras, contmues to rely heavtly on
one strong leader A number of ''forty-somethmg reformers", have managed to nse to the top of
RUSSIa's federal government, but there IS no guarantee that by popular vote they would be selected
to oversee RUSSIa

The Coal Mmers

Dunng the SOVIet era, coal rmners coveted great natIOnal respect as "SoVIet Heros", responSIble for
heatmg the natIon's homes and fuelmg productIOn Large monuments made of steel and coal
celebrate the cntlcal role of SovIet coal mmers throughout the RUSSIan countrySIde, accomparued
by large metal sIgns readmg "World Peace", "Workers for the People", and 'VSSR People Work
Together" In realIty, these "hero" coal mmers were relegated to sub-standard housmg and lIvmg
condItIons m a country where lIvmg standards were already remarkably low contrasted to the west
and even other Eastern European countnes The stereotypIcal photo of Soviet rmners finds them
posed arntdst snow and heavy eqwpment, therr farr-skmned faces, blackened WIth coal dust dlsplaymg
an expressIOnless mouth overwhelmed by two glarmg blue or green eyes

The process of reform m RUSSIa has been orderly only m retrospect In fact, the process has been
chaottc, excltmg, dangerous, unpredIctable and severe 8 As ordered as tms report may present
RuSSIan coal reform, words WIll not aptly convey the whtrlwmd ofchange surroundmg that reform
The Issues wIth whIch coal sector workers have had to contend dunng thIs penod of reform have
often been msurmountable, wreaked havoc on any order created, and made lIfe and work extremely
stressful and dtfficult

srt IS not uncommon, even today, to walk amusty, dnnly ht, wood-rotted hallway ofa mam coal mme admunstratlOn butldmg
and to see a ttled-deslgn covenng an entIre wall deplctmg Stalm greetmg coal workers, Lenm makmg a speech, or coal
mmers standmg proud anndst a large, red hammer and sIckle symbol
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The SOvIet Uruon, under Commurust rule SInce 1917, expenenced an unprecedented natlonWlde
workers' stnke on July 11, 1989, waged by a group ofcoal workers 9 Another natIonWlde stnke was
staged one year later m protest ofthe status quo, on July 11, 1990 Millers demanded the "lIqUIdatIon
of the Commurust Party COmmIttees of the USSR" whIch functIOned at all coal mmes The most
prolonged and maSSIve coal stnkes also Included non-coal workers dunng March-May 1991

Druted m a call for Improved mme condItIons, better qualIty food and housmg, and even greater
pohtIcal freedom, SOVIet coal workers Jomed VOIceS and staged "sit-ms" and rallies m front offederal
and local government offices and coal nnnes

SOVIet mmer demands Included

• regular supply offood m local shops
• good qualIty food m local shops ("no stale goods")
• Increase m grams of soap per mmer avatlable at mInes
• decent lunch food at mIne dunng workIng shrft
• tImely transport to and from home/work

In addItIon to these calls for baSIC needs, a select group ofmIners made greater demands, callmg for
"the reSIgnatIon of Gorbachev", "democracy" and "econOmIC freedom" The burdens attached to
secunng the benefits ofmarket ''freedoms'' were not yet understood

Stakes were hIgh and the nsks taken by what would become "Coal Worker CollectIves" far surpassed
any taken by such masses throughout SOVIet hIstory, use ofa "stnke", Illegal untIl 1994, as a polItICal
tool had never been tested m the SOVIet Druon At a tune when ''freedom of speech" and demands
made agamst the State were absolutely proInblted, the personal rarmficatlons ofbemg vocal were
great ActIVISt coal workers receIved death threats, were subject to phYSICal VIolence, and were often
ostracIZed by fellow-workers and commuruty members 10

WhIle VIolence was mInImal and subSIded by 1995, the coal worker calls for reform endured,
however, reform has actually left many early stnkers In worse econOmIC and SOCIal pOSItIons than
pnor to 1989 A naIvete pervaded the bold mIner demands wInch faIled to address how the worker
movement would proceed "after the revolutIon" The Coal Worker CollectIves evolved mto the
"NPG" or Independent Coal MIners Druon, a breakaway uruon from the tradItIonal SOVIet State
supported umon

%lthough tJns date 18 consIdered the OffiCIal first mass stnke ofmmers ill the Former SOVIet Dmon the first stnke ill RUSSia
was staged ill Vorkuta ill March 1989 at Severnaya mme

lOA lost stat:1stJ.c 18 how many ofthe men affihated wrth the 1989-1992 coal worker-led reform process were divorced durmg
or nmned1ately after tJns excrtmgly tumultuous penod These men expenenced death threats, were often beaten up at therr
woikplace, were gwen mcreasmgly dangerous work asSIgnments, had therr pay and benefits Wlthheld or delayed, and were
treated as "outcasts" ill therr commumtles The 1991 changes m pohtlcs were not fully secure and the precanous settmg
ill wInch these men stated therr demands wreaked havoc on therr fam1ly hves and personal expectatlons
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Even today, the NPG struggles agamst pohtIcal forces, the stIll very strong government, or
"tradItIonal" trade uruon, and a fast-changmg economy where the worker's role remams uncertam
The NPG has proVIded a model foundatIOn for seven other mdependent trade uruons to evolve m
RUSSIa and ItS membershIp has expanded beyond coal workers to mclude ruckel workers It mamtams
strong tIes WIth the AFL-CIO, Uruted Mme Workers ofAmenca (UMWA) and InternatIOnal Labor
OrgaruzatIOn (ILO) ApproXImately 20% ofRUSSIan coal workers are NPG members

The fact that SOVIet coal nuners were never a part of the pnvtleged few to expenence the '\vorld
abroad" further demonstrates therr mherent courage to explode pubhcly agamst theIr government
Unaware of the aftermath of theIr actlOns, SOVIet mmers lrutlated a uruque call for major change
whIch theIr fellow cItIzens ultImately JOIned The nsk-ndden, yet bloodless, backdrop to the
mtroductlOn of 15 new countnes to the world In 1992 should not be forgotten as reform efforts
contmue

The Callfor US ASSIstance

Anudst a growmg fluny ofpohtIcal actIVIty on the part ofRUSSIan coal nuners, m nud-1991, a dtrect
call for US asSIstance to RUSSIa's coal sector was receIved by the US Embassy m Moscow, AFL-CIO
representaTIves workIng m RUSSIa, and US coal managers who had VISIted RUSSIa What struck US
representatIves were the conSIstent SOVIet requests for knowledge and mformatIOn, as opposed to
fundmg A sigruficant amount ofUS aSSIstance to the sector would be the proVISIon of techrucal,
managenal and finanCIal tratrung and mformatlon

A campaIgn call for "change" was heard from US PreSIdentIal candIdate BIll Chntonll The tune, late
1991 and early 1992, demanded unprecedented US aSSIstance to the strongest ofCold War enenues
ActlOn taken by the US toward the SOVIet coal sector was unmedlate and responSIve US aSSIstance
to thIs sector evolved dIfferently over tune m RUSSIa, Ukrame and Kazakstan UnquestIonably,
RUSSIan coal benefited most from US aSSIstance where an outstandmg combmatIon ofUSAID, US
Embassy, and USAID-contractor personnel and program actIVItIes worked together WIth comnutted
RUSSIan and other donor counterparts to successfully Implement Important reform

BehInd the US Government scenes m late 1991-early 1992, It became clear that a coalItIOn ofUS
efforts would be needed to accurately and ttrnely deSIgn and Implement US aSSIstance to the broken
down SOVIet Uruon Washmgton, DC was more a flurry of actIVIty than usual LIaISOnS among
government offices, acadenucs, non-government orgaruzations, labor uruons, InternatIOnal

IIThere was fascmatmg mterest among RUSSIan colleagues about the apparent youth of Bill Clmton as a Presidennal
candidate Accustomed to agmg Brezhnovs and systemIc campatgns msupport of"The Party", RUSSIan people were amazed
at Mr Clmton's youthful appearance, the fact that he Jogged, had such a young daughter and WIfe and spoke freely of
"change" At a tlme when the US populanon was expressmg a strong desJre for "change", the RUSSIan populanon found
rtselfforced mto a srtuatlon where "change" mvaded eve.ty aspect oftherr hfe The tmung of the 1992 US elecnons proVIded
for US newcomers workmg on RUSSIan aSSIstance projects entry mto what could have been dtfficult scenanos Where a
devote commumst mayor nught not have spent more than 20 mmutes hstenmg to US aSSIstance mformanon, he would ask
to spend ent1re days With US representanves mqurrmg about US elecnons, the US economy and Its pohncs In whispered
tones, some ofthe most powerful local leaders mRUSSIa at the tlme would ask, "WJ11 you vote?" "what happens Ifyou don't
vote?" "what Ifthe person you vote for does not wm?" All US partICIpants m aSSIStance efforts ill RUSSIa carned certam
dIplomanc responsibilines on behalfofthe US
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development workers, consultants, lawyers, Joumaltsts, and busmesspeople flounshed, convergmg
on Washmgton from late 1991 well mto 1992, seekIng to contnbute, design, and benefit from
anticipated US assistance efforts to the former Soviet Umon

Calls to local CongreSSIOnal representattves and rapid research mto eXIstmg SOYlet-affiltated, US
based groups were conducted by groups seekIng to "assist" For example, several Armema groups
whIch helped coordmate US assistance to Armema followmg ItS 1987 earthquake, were sought for
advice, contacts, Ideas 12

The US ''NIS Task Force" would transltton mto USAID offices m Washmgton, DC, and by
November 1992, m Moscow 13 Russia mamtamed an USAID-counterpart, ''RAMSIR'' whIch
disbanded m 1995 but until then, assisted USAID m establtshmg ItS Russia project

US Lmks to Russ,a

Despite the propaganda posed m the SOYlet Umon and throughout the West, SIgnIficant and personal
mternatlOnalltnks mamtamed throughout the Cold War era permttted certam Soviets to expenence,
on ltmtted terms, ''the world abroad" The US acadenuc commumty was especially connected to the
SOVIet Umon "Study tours" proVIded by US umverslttes as well as pnvate US compames, and
acadenuc exchanges, often helped to buIld contacts and mstttutional hnks winch endured a VIrtually
non-eXIstent mall system and homfic telephone commumcatIOns

SCience and technology14 as well as athletICS proVided common lInks between the SOVIets and
neIghbors abroad One Vorkuta (ArctiC RUSSIan regIOn) coal mmer IS a former SOViet OlympiC
weight hftmg champIon who had traveled the world before 1992 Vorkuta also boasts two SOYlet
OlympIC sWlmmmg medaltsts Those SOVIet CItIzens able to travel often ViSited or even received
education mother CommumstJSoClahst countnes such as Cuba, East Germany, EthIopia, Poland and
Romama

12Ukralillan orgamzatlons especIally actIve m asslStmg dunng the 1986 Chernobyl nuclear explOSIOn and SOVIet Jewry
groups also contnbuted

130ther USAID MIsSIons have smce been estabhshed throughout the FSU

14Legacles of technIcal Visits can be seen throughout RUSSian coal regIOns where the development ofpoor rephcatlons or
attempted modrlicabon of SOVIet technolOgies 18 seen These poor attempts contmue to haunt the region's mdustry and baSIC
mfrastructure, they mclude msecure conveyor belts, pulley systems and roof supports
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HIghlIghts ofThe Changmg PolItIcal, Econormc and SOCial Context m Russia (1992-1998)

• foreIgners are requIred to pay sIgnIficantly hIgher aIr and raIl tIcket pnces than RussIan natIOnals
FSU natIOnals pay a rate between the RussIan and foreIgner pnces

• mcreased avaIlability ofnnported goods by 1993 led to the openmg ofnew grocenes and renovatIon
of tradItIOnal State-operated grocenes where predommantly nnported goods, at outlandIsh pnces,
are regularly avaIlable

• dunng "hIgh pomts" m the Chechnya War, an 11 pm curfew m MoscO'w and other RUSSIan CItIes
was enforced for Up to 3 weeks at a tnne

• US natIonals travelmg to regIOns throughout RUSSIa are stIll subject to 6 am "wake up" calls from
local "Secunty Forces" checkIng passports and reasons for VISIts, some CItIes contmue to reqUIre
letters of "permISSIOn" from local authontIes for a foreIgner to VISIt the CIty

• hot water IS turned offfor 4-6 weeks throughout RUSSIa any tnne between May and September, thIs
exerCIse IS practIced to "clean water pIpes", notlce IS not always aVaIlable as to when the shut-down
will take place m partIcular bUIldIngs

• all residentlal heat IS controlled by dIstnct authontIes leavmg apartment dwellers to open wmdows
mtd-wmter when the steam heat reaches unbearable temperatures, heat IS not turned on untIl
October 1or the first 10 consecutlve days when temperatures are below freezmg - whIchever comes
fIrst

• planes are often rerouted nod-flIght and a lack of fuel at regIOnal aIrports contInues to cause
SIgnIficant delays m local carner schedules

• there IS vIrtually no coordInatIon among RUSSIan federal, regIOnal and local govermnents m theIr
work WIth smgle or multIple donors, related govermnent functIOns are uncoordInated - e g where
donor actIVItles may have no drfficu1ty obtmnmg VISas for ex-patnot staff enforcementusslan ForeIgn
Mmtstry, but are meffectlve WIth RUSSIan Customs OffiCIalS mgettmg ex-patnot personal effects mto
RUSSIa

• AIDS testmg for foreIgners has been drafted as law, foreIgn actIVIst groups have prevented
enforcement

• one ofthe first regulatIons Issued by Pnme MInIster Chemomyrdm (cIrca 1995) was the outlawmg
of"Japanese cars" where the steenng wheel was on the nght hand SIde of the car, the cars would
be bmmed WIthm five years ofthe regulatIon and were deemed a "dnvmg hazard" m RUSSIa, WIthm
SIX months, the regulatIon was VOIded

• ruble notes have contlnuously undergone phYSICal reVISIon as recently as January 1, 1998, and have
changed m value, "dIrty" ruble and dollar notes are often unacceptable as are dollar notes Issued
pnor to 1988 and then 1990

• m July 1992, one US dollar was valued at approxnnately 120 rubles and mflatlon was at least 20%
per month, m July 1997, one US dollar was valued at 5,800 rubles and mflatlon IS estImated to be
under 10% per year
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RUSSIAN COAL

A BnefHIstory

RUSSIAN COAL

•

•

•

Almost from Its mceptlOn, the coal lTIlrnng mdustry m Russia was associated with gulags IS or Soviet
pnson camps Commercial prospectmg, exploratIOn and the development of the coal basms ofthe
reglOns date back to the 18th century when specIal geological lTIlSSIOnS were sent to different regIOns
throughout RUSSia

In 1721 coal was discovered by one of these mtsslons m the Donetsk basm located m Ukrame In
1722, both the Kuznetsk (western Sibena) and Moscow coal basms were founded At the same tIme,
explorers had discovered coal m the Urals and nearby regions By the end ofthe 19th century and
mto the first quarter ofthe 20th century, coal was dtscovered north ofEuropean RUSSia, Western and
Eastern Sibena, the Far East and the eastern Island ofSakhaIlm

Dunng the mtd-19th century, coal was used for reSidential heatmg and hght productIOn (e g
blacksmtths) However, dunng the 1860's, the hmtted scale of coal use completely changed due to
the rapid development of rron and steel mdustnes, and enhanced rail and water transport, coal
demand markedly mcreased For the next 50 years (1863-1913), coal output contmuously mcreased
Wlthm RUSSIan borders

FoIlowmg the 1917 RUSSian RevolutIOn and World War I, mcreasmg coal demand for power plants,
Iron and steel plants and chemtcal sectors as well as local heatmg needs kept the mdustry busy
Between 1928 and 1940, coal productIon mcreased 7-fold from 10 3 mtllion tons per year to 72 8
mtlhon tons per year Rapid constructIon of"shallow mmes" occurred dunng World War IT and the
post-war years, even regions beyond the Arctlc Crrcle (now the CIty ofVorkuta) were opened as the
Donetsk region's mtnes had been destroyed dunng the war years

Temporary settlements near new mtnes were constructed, mcludmg barracks and other bUlldmgs
hardly sUltable for hvmg Sigruficantly, this penod of tIme comclded With Staltn's purges where
ummagmable numbers ofpeople were etther killed or sent to gulags, many ofwmch surrounded coal
enterpnses The entrre RUSSIan city ofVorkuta, located 42 km north ofthe ArctIC Crrcle and home
to 170,000 people, IS steeped m gulag mstory, history wmch was finally recogruzed by RUSSIa m late
1992 A commemoratIve cemetery was bUllt and plaques were placed at 13 former gulag SItes wmch
were coal mmes, seven of these mmes remam m operatIon and many workers contmue to reSIde m
gulag barracks where floodmg IS common 16 Stmtlar housmg IS used m Sibenan and Far East coal
commurntIes, touet faCUltIes are shared wooden "outhouses" located on the street, and heatmg and
power are commonly unavaIlable or mterrupted

15 'Gulag' IS the Engbsh language acronym usmg the sounds of the first RUSSIan letters for each word whIch refers to "State
Pnson Camp"

16A row of barrack housmg m Vorkuta was ViSIted by US Ambassador Plckenng m 1995 Spnng months find reSIdents
wearmg rubber boots 1llSlde as meltmg snow causes mtemal floodmg
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Dunng the 1960's, the proud SOVIet coal mdustty entered a new stage ofdevelopment with Wide scale
constructiOn and reconstructiOn of mmes, new eqmpment purchases and enhanced surface coal
productiOn To date, tms was the last penod ofmdustty enhancement

The proud SOVIet mmer prOVided heat for homes and energy for mdustnes "to produce" throughout
the reglon Overstated mdoctrmatlOn ofthe Soviet people on cntlcal contnbutlOns of coal and other
energy workers seems to have led to a greater appreCiation m RUSSia for energy and ItS sources than
IS apparent m the US, except for the Carter years and 1973 Libyan Oll cnslS

In 1989, SOVIet coal workers began a call for more econonuc nghts and worker safety whIch would
ultmately contnbute to the downfall ofthe SOVIet econOffilC and even pohtical systems The mmers
challenged the systems wmch had left them to hve m dtlapidated housmg, With poor food supphes,
Isolated from other commurntIes, and dwmdhng prospects for a secure future

The econoffilc, SOCIal and even pohtIcal role of the RUSSian Coal Industry has drastically changed
smce late 1991 The glonous role and trnage ofthe SOVIet coal ffilner has faded qmckly, while the
herOIC worker mage perSIsts m outer regions ofRussia, busmessmen and ffillhonalres have replaced
tms trnage as the "Ideal RUSSIan" Many coal ffilners have themselves moved on to busmess or local
government, but more have remamed "stuck" With therr own trnage oflearned greatness, an obscured
SOCial status coupled With a harsh new econOffilC reahty

RUSSIan Coal

RUSSia boasts over 200 btlhon tons coal reserves, suffiCient for centunes of productIon Proven
reserves of20 9 btlhon tons account for upwards of8% ofproven reserves worldWide It IS esttrnated
that almost 60% of these reserves can be recovered by underground mtrnng With the rematrnng
recovery by surface ffilnmg

The mam markets for RUSSian coal

electnc power
cokmg, Iron and steel
agncultural/mdustnal
reSidentIal
household services
export
other

410%
146%
12%
27%
45%

109%
251%

Today coal represents over 20% ofRussia's pnmary thermal energy supply Shghtly more than 2/3
RUSSIan coal production IS thermal coal (heat, power generation) and 1/3 cokmg coal (steel
productIon) Wlule RUSSIa boasts vast coal reserves, half these reserves remam m Isolated regions
ofthe country m severe chmatic condItions Both underground (deep) and surface (open) mtnmg IS
conducted With upwards of 60% RUSSIan coal produced conung from surface mtne operatlOns m
1997

Russia's record productIOn year IS Cited to be 1988 at 417 1 mtlhon tons With 54 2% ofthat from
surface production (226 2 million tons) Throughout the 1980's, RUSSia'S coal production averaged
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380 mtlhon tons per year Today, productiOn IS down approXImately 50% smce 1988 Esttmates for
demand and productiOn capablhty by the year 2000 m RussIa vary greatly World Bank 17and some
RussIan Coal officIal estImates range between 140 and 220 rntlhon tons m the year 2000 attnbuted
to decreased defense and other mdustnal productiOn capacItIes Reduced resIdentIal demand due to
an antIcIpated mcrease m use ofgas and otl as well as mcreased energy efficIency practIces WIll also
decrease demand

RussIan Coal Reserves

Techrucally, there are seventeen "defined" coal basms m RussIa 18

• Bureya Basm
• Chelyabmsk Basm
• Eastern Donetsk Basm
• Irkutsk Basm
• Kansk-Achmsk Basm
• Ktzel Basm
• Kuznetsk Basm
• LemnskIy
• Moscow Basm
• Pechora Basm
• South Yakut Basm
• Sos'vmsko-Salekhardskaya Basm
• SuchanskI Parttzansk Basm
• Taymyr Basm
• Tunguska Basm
• Ulugkehm Basm
• Zyryanka Basm(s)
• Other Coal Areas Anadyr, Kamchatka, Khabarovsk, Okhotsk, Omolon, Makarov

Vakhrushev (Sakhahn), and RaychIkhmsk

There are five mam coal producmg basms m RussIa whIch account for 78% of proven coal reserves

%under-• Basm %thermal %cokmg %surface ground

Kuzbass (Kemerovo) 44 56 29 71
Kansk-Achmsk 100 a 100 a
Pechora (Vorkuta) 52 48 a 100
South Yakutla 10 90 72 28
Moscow 100 a 7 93

17 World Bank RUSSIan Coal Sector Report, "Puttmg People Frrst", December 1994

1SOlher Slgmficant coal baslllS mthe former SOVIet Dmon mclude DonetsklDnepr Basm and L'vov-Volyn Basm m Ukrame
and the Ektbastuz, Karaganda, Maykuben and Turgay Basms m Kazakstan

•
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The largest coal producIng area In the former SOVIet Uruon IS the Donbass regIOn, most ofwhtch IS
In Ukrame, WIth a small portIOn m southern RussIa at the mouth of the Don RIver m the Rostov
regIOn

The Kuzbass coal regIOn m Western SIbena IS RUSSIa's largest, Irorucally, thts coal regIOn IS also
thousands ofktlometers away from ItS roam consumptton centers (Urals, Moscow regIOn) and almost
6,000 ktlometers from the nearest export port USAID mamtams a coal aSSIstance office m the
capItal CIty of Kuzbass, Kemerovo, as well as a Methane Center WIth the US EnVIronmental
ProtectIOn Agency (EPA)

DespIte ItS locatIOn, the Pechora Basm, located m the northern, ArctIC regIon ofRussIa, IS closer to
coal consummg regIons than the western SIbena regIOn of Kuzbass USAID mamtams a coal
aSSIstance office m the CIty ofVorkuta, 42 km north ofthe ArctIC Crrcle

The Kansk-Achtnsk coal regIOn, located m Central SIbena, IS bemg actIvely developed by RUSSIan
coal authontles where maInly surface mtrung IS done but transport dIstances are also sIgruficant

Types ofRUSSIan Coal

RUSSIan coal was formed contmuously from PaleozOIC to CenozOIC tImes WIth a short break m early
MeSOZOIC ttmes The mam areas ofcoal depOSIts m RUSSIa become younger headmg east

• PaleozOIC coal depOSItS - Urals and Kazakstan, pnmanly developed m European RUSSIa, SIbena
and Ukrame,

• MesozOIC coal depOSIts - Urals, Central AsIa, the Cnmea, the Caucasus, Kazakstan, Yakutta and
the Far East, pnmanly developed m eastern SIbena

• CenozOIC coal depOSIts - Ukrame, Moldova and the Urals, pnmanly developed m the Far East

RUSSIan coal reserves mclude every type ofcoal
and vanous sulfur and ash content

• Bureya Basm - bltumtnOus coal WIth
generally htgh ash, low sulphur and
mOIsture content, predommantly steam coal,
some cokmg qUalIty

• Chelyabmsk Basm - sub-bltummous coal,
surface operatIOns nearIng completIOn,
underground mtnmg can contmue

• Eastern Donetsk Basm - bltumtnOus WIth
hIgh sulphur and vanable ash, some hgrute
coal

Types of Coal
AnthraCIte - Hard coal, almost pure carbon, used
mamly for heatIng coal

BItumInOUS - Soft coal, the most common type found
III the US and IS used to generate electrICIty and
make coke for the steel mdustry

LIgmte - Softest coal, htghest mOIsture content, used
for generatIng electrICIty

SubbItumInOUS - HeatIng value between bItummOUS
and hgmte, low fixed carbon and hIgh percentages of
volatile matter and mOIsture
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• Irkutsk Basm - htgh volatIle bltummous and sub-bltummous coal and lIgmte wIth htgh ash and
sulphur content and low mOIsture content

• Kansk-Achmsk Basm - hgmte WIth generally htgh ash and low sulphur, bltummous coal wIth htgh
calonfic value, predommantly surface mInIng

• Ktzel Basm - bltummous coal WIth cokIng qualItIes but sIgmficantly htgh sulphur content prevents
steel makmg use

• Kuznetsk Basm - range from sub-bItumInous to anthracIte WIth generally low ash and sulphur
content Largest coal basm m RussIa, surface and deep mInIng

• LenmskIy - sub-bltummous and bItumInOUS coal wIth generally low ash and sulphur, some semI
anthracIte and cokIng coal

• Moscow BaSIn - sub-bItumInous lIgmte wIth generally htgh ash, sulphur and mOIsture and
tendency to spontaneous combustIon, power plant use

• Pechora Basm - sub-bItumInous to bltumtnOUS coal WIth generally htgh ash content and low
sulphur and mOIsture content, some very good cokIng coal quahty, htgh methane

• South Yakut BaSIn - htgh volatIle bItUmInOUS wIth generally htgh ash and low sulphur content

• Sos'vInsko-Salekhardskaya BaSIn - lIgmte coal, InacceSSIble for current mmmg

• SuchanskI PartlZansk BaSIn - bItumInOUS htgh In ash

• Taymyr Basm - htgh qUalIty coal WIth low ash and sulphur content, cokIng coal and anthracIte
(thts Isolated coal regIon requlfes addItIonal exploratIOn)

• Tunguska BaSIn - VIrtually entIre range of coal ranks and qualItIes, severe chmatlc condItIons,
mInImal mtrung

• Ulugkehm Basm - bitummous coal WIth low sulphur content

• Zyryanka Basm(s) - bItumInOUS coal, some very good cokIng qUalIty

MZnlng Condzhons Underground

Average Russlan underground mtnes range from 400-800 meters - twIce the average US mme depth
below the surface although a number of newer nune sectIOns (under 10 years) range from 1000 to
1200 meters below the surface MImng condItIOns are Inherently dangerous where the presence of
water and htgh methane gas content augments the hazards of steep slopes and use of antiquated
eqUIpment Water contnbutes to the common problem of rock outbursts as well as the potentIally
dangerous corrOSIon ofsteel fittmgs and caSIngs on underground eqUIpment Methane emISSIOnS are
mordmately htgh mover 2/3 RUSSIa's coal mInes, above whtch hvmg commUnItIes have been
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estabhshed i9

US ASSISTANCE TO RUSSIAN COAL

Workers often travel 5-10 km by foot or occaSIOnal shuttle car underground to get to their work sItes
Underground work tends to be wIdely spread out wIth moderately thm seams ProductIvIty ofthe
maJonty ofRUSSIan mmes IS below one ton per man shIft, thIs IS very low contrasted to the US and
other countnes where condItIons are less dtfficult and mmes are hIghly mecharuzed

MIning CondItions Suiface

The potential for the RussIan coal sector m surface mIrung IS great However, severe clunatic
condItIOns contnbute to frozen ground, faulty electncal systems and eroded metal eqUIpment parts
and, these mInes are often located m remote regIOns

There IS a conttnuous nsk ofspontaneous combustIOn for the exposed and mIned coal as most ofthe
reserves avaIlable through surface mImng are hgmtes or sub-bItumInOUS coals As IS an Issue
throughout RussIa, coal handhng, storage and shIpment are ofcntIcalimportance to worker safety
and preservatIOn ofthe product

TypIcally, RUSSIan surface mme operatIOns employ the use of excavators20 wIth some draghne
operatIons, notably m the Urals and Kuzbass Marked Improvements m surface mme eqwpment have
been made m walkIng draghnes, mechamcal shovels, bucket wheel excavators and dump trucks
Several pIeces ofUS company eqUIpment and trucks have been purchased by the RUSSIan coal sector
for use m the Kuzbass regIOn

Coal Worker ProvIsIons

Labor agreements (''Tanff' and "Industry" agreements) are now legally enforceable m RussIa and
specIfically deSIgned to address coal sector workers They proVIde that a RUSSIan coal mmer's work
week will not exceed 30 hours (6 hours/shIft) TIme reqwred for planmng meetmgs, clothes change,
lunch/meal, personal safety eqUIpment & cap hght, check-m/check-out, travel tIme to and from the
mme, bath and sauna and post shtft meetmg should not total more than 2 hours In RUSSIa, standard
practIce has been only to pay for the 6-hour shIft, however, smce 1994 and as a dIrect result of
mformatIOn prOVIded RUSSIan mIners by PIER and FTUI, mdiVIdual mInes now have the optIOn to
pay workers for therr entIre tIme, mcludmg the 2 hour "non-production" tIme spent at the mIne SIte

19'fhere have been some attempts to "degasrlY" RUSSian mmes notably m southern Kuzbass US-based ENRON won an
unprecedented 15 year hcensmg bId to all underground gas m the Kuzbass regxon The competItion was conducted by the
Kuzbass Regxonal Government under the leadershxp of Governor Mxkhaxl Kxslyuk m 1992-1993 ENRON estabhshed
offices mNovokuznetsk, as well as m the Karaganda Coal regxon m Kazakstan for the same purpose However, by 1995,
It was clear that actualxmplementatIon of the hcensmg nghts would be held up by an mordmate number of legal and
financIal xssnes which the regxonal government was not prepared to address The ENRON office ceased operation Another
project was undertaken by USAID-funded CH2MHill where consultants from US-based International Resources Group
(lRG) conducted extensIVe work mthe Novokuznetsk area exammmg gaSIficatIon options and the converSIon ofmumcipal
boners from coal to gas use

20£xcavators have been produced m Kazakstan although smce 1993, the Kuzbass and Krasnoyarsk regxons have begun
production ofexcavators as well
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The coal mme IS requrred to proVide worker transport Ifthe worker hves more than 3 kIlometers from
the mme and pubhc transport IS not available It IS estimated that 55-65% Russian coal workers are
transported by mme transport NPG members can not be reqUIred to work on Sundays, the
traditIOnal day-off m RussIa, absent NPG consent Work on Sunday reqUIres double day rate and a
compensatIOn day at a later date

Workers m Russia enJoy longer paid-vacatIOn penods than world norms Coal workers receive up
to 56 days ofState-guaranteed vacatIon, coal workers ill northern RUSSIa are entItled to an additIOnal
21 days 21

Workers m RUSSIa are prod by month 22 Even today, legal documents provIde for a coal worker wage
mcrease every 3 months at a rate of 80% of the pubhshed mflatlon rate The mcrease IS not
retroactIve and apphes to the followmg quarter's wages Whether a dIsability IS partially or fully the
responsIbility ofthe employer, the employer IS requrred to pay a lump sum ofnot less than 20% the
worker's average monthly wage m addItlon to monthly government-proVided dlsablhty benefits Any
regional mcrease (coeffiCIent) IS added to disability benefits (e g workers m the North receive hIgher
wages due to a legally mandated mdexed "coeffiCient")

Coal workers receIve free coal for home heatmg use, as do certam other categones of people
penSIOners, disabled rntners, Chemobyl enterpnses, farnthes of deceased mmers Every two years,
workers m RUSSia's ArctiC coal regions or regions WIth slrntlar chmatlc condItIons, are entItled to an
all-expense vacatIOn any where m the FSU for 3 farntly members Slbenan and Far East workers are
entItled to thIs benefit once every three years ThIs benefit has been sporadically given to workers
dunng restruetunng, dependmg on local rntne finance and Will

Ifa mmer IS killed on the Job, dIes from an mJury sustamed on the Job, or from a work-related illness
(e g black lung), each survlvmg dependent IS legally entitled to not less than one year of the
deceased's wage ''Dependents'' mcludes parents hvmg WIth the deceased at the tlme of death All
funeral expenses are patd by the employer

Upon retrrement, coal workers receive lump sum payments not less than 15% ofthe worker's current
average wage multlphed by the number ofyears ofmme work RUSSian penSIon law has prOVided that
a worker can select any 5-year penod m hIs/her work hIstory from whIch to deterrntne the wage
average

•

•

• 21Regular State-guaranteed vacatIon IS 24 days

22As will be d1scussed, a drastlc non-payment sItuatlon lillpacts coal workers and has plagued the sector smce before 1992

•
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Pnor to 1992, the central SOViet Government, through the Munstry ofCoal, oversaw coal operations
By 1992, the Mmistry of Coal had been dIsbanded and a Coal DIVISIon wlthm the RUSSIan Mtrustry
ofFuel and Energy was estabhshed Other federal Mtrustnes have had roles m managmg the RUSSIan
coal sector, these other federal structures became more active m those roles m 1995 through today

• Mtrustry ofFmance - finahzes and dIsburses federal SubSIdIes

• Mtrustry ofEconomy - lead federal structure on restructunng

• Mtrustry ofLabor (untIl 1996)- all-RUSSia, addressmg worker Issues

• Federal Employment ServIce (FES) (unttlI996) - unemployment Issues

• Mirustry ofLabor and SOCIal Protection - (as of 1996) - combmes work offormer Mtrustry
ofLabor and FES

• Mtrustry ofGeology - aSSIsts WIth Issues ofrome planrung, hcensmg

• Mtrustry ofHealth - all-RussIa mcludmg coal

• State Property Comrntttee (GKI) - management of State coal enterpnse shares

The Inter-Agency Coal COmmlSSIOn was estabhshed m 1993 and bnngs together federal, reglOnal and
local structures responsIble for coal sector restructunng They mclude

• Deputy Pnme Mtruster ofthe RUSSIan Govermnent - always the Charr
• PreSIdent's AdtrurustratlOn
• Mtrustry ofLabor and SOCIal Protection
• Mtrustry ofFuel and Energy
• Mtrustry ofEconomy
• Mtrustry ofFmance
• Mtrustry ofNatlOnahtles
• Rosugol
• Coal Trade Vruons
• RUSSIan Academy of SCIence, Department of AnalYSIS
• Coal Market Research Institute
• Central SCIentIfic and Research Institute ofEconomy and Coal
• State Property Comrntttee
• State Property Comrntttee, Bankruptcy Department
• Vruon ofNon-Govermnent and PohtlCal OrgaruzatlOns ofthe North
• Duma (Parhament)
• Governors ofCoal ReglOns
• Mayors ofCoal Commurutles
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In 1991, the RUSSIan Coal CorporatIOn became the RUSSIan Coal Company wlnch, by March 1993,
was transformed Into a State coal company called RUSSIan Coal or ''Rosugol''

Rosugol and ItS predecessors have overseen regIOnal and local coal operatIOns SInce 1991 IncludIng,
at the regIOnal level, up to 28 ''RegIOnal Coal" or "ugols"Z3 There have been occasIOnal
consolIdatIOn and break up of regIOnal coal aSSocIatIons Over the years, these 28 regIOnal coal
"ugols" have been referred to as "coal assoCIatIOns", "coal concerns", and currently, as "coal
compames" These 28 coal compames are regIOnal umbrellas for RussIa's mdIVIdual mmes and
support facultIes whIch the mmes support

In addItIon to the 28 coal compames, approXimately 10 "mdependent" coal structures have eXisted
m RUSSIa These structures tend to be large, well-posItIoned mmes and coal preparatIOn plants wlnch,
smce 1993, have made arrangements to work dIrectly With the Mtrustry ofFuel and Energy, bypaSSIng
Rosugol There contmued to be some relIance on Rosugol for federally SubSIdIZed SOCIal support,
but all coal-specIfic funds passed dIrectly to these mdependent enterpnses 24

Rosugol has been financed through a number of channels mcludmg a levy on coal sales, the
percentage of the coal sale pnce allocated toward Rosugol was estImated at a fixed 27% In 1993,
paId to Rosugol by RUSSIa's coal aSSOCIatIOns However, smce that tIme, coal pnces have been
lIberalIzed and aSSOCIatIOns have been reqUIred to pay WIdely varymg "fees" toward supportmg
Rosugol A "reserve fund" also eXists m the State budget wlnch has been controlled by Rosugol and
has been, on average, equal to 10% of annual coal SubSIdIes

By PreSIdentIal Decree, as ofDecember 1997, Rosugol WIll no longer eXist The Decree states, "the
functIons offederal management ofthe coal mdustry Will be consolIdated m the MImstry ofFuel and
Energy" The MinIstry IS currently redesIgmng ItS coal support structure, It IS antIcIpated that 3 first
deputy mmIsters, as opposed to 1, WIll now oversee coal SOCIal Issues, coal Issues, restructunng

Trade Umons

There are currently three trade umons wlnch affect the coal workers ofRussIa

1 The mdependent trade umon (NPG - RUSSIan acronym) - IS a "breakaway" free trade umon
whIch began actIVIty as the "coal workers' collectIve" at local mmes m 1989 through 1991
ApproXImately 20% of RUSSIan coal workers belong to NPG and both steel and mckel
workers have also begun to Jom NPG

23 'ugol" 18 the phonetIc spellmg of the term ' coal" ill RUSSIan

24These enterpnses approached PIER ill 1994 m hope of estabhshmg a Coal ASSOCIabon smnlar to the US Nabonal Coal
ASSOCIatIOn, ill RUSSIa however, a more cautIous approach was taken by the enterpnses as Rosugol power appeared to
illcrease New requests came for aSSIstance m late 1997

•
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NPG lIDtIally rece1ved support from the Free Trade Dmon Inst1tute (FTUI) of the AFL-CIO
and has smce rece1ved slgmficant support from Europe, pnmanly Germany 25 NPG gamed
a reputatlOn for bemg very "pohtical" as a result of 1tS strong push for democracy, support
ofBons Yeltsm and the d1sbandmg ofthe Commumst Party m 1991

NPG leaders are able to meet w1th Pres1dent Yeltsm and other mgh level government
reformers on short not1ce Between 1992 - 1994, Russ1an people had grown leery ofNPG's
pohtlCal connectlOns, but smce late 1996, there 1S a not1ceable, renewed acceptance ofthe
mdependent umon and the mdustry changes It seeks

RUSSIa's NPG has been led by Alexander Sergeyev smce ItS foundmg m 1991 From 1989
1991, Mr Sergeyev was one ofthe leaders ofthe SOVIet Coal Workers' CollectIve callmg for
reform Now at 38 years of age, Sergeyev IS contmuously seen as a potentIal Mtmster of
Labor or other federal offiCIal He has run for a Duma26 seat m Kuzbass and lost (one ofms
10 competItors was Yun Malyshev, former PresIdent ofRosugol, who also lost) 27

Hlghhghts ofNPG's comprehenslOn of steps to be taken toward reform

• As early as 1989, NPG members understood that the tool of"a stnke" would draw
government and management attent10n to the1r 1ssues and that a "stnke fund" would
be needed ITthe umon was to ask workers not to work and therefore not to be pa1d,

• NPG was the first group m the coal sector to call for bankruptcy laws m 1993,
seekmg to expose mme enterpnses that were ffils-allocatmg funds m favor of
managers' debts w1th no payment to workers for back pay,

• NPG has contmuously estabhshed a network throughout Russ1a at a time when
"networks" were not trad1tlOnal tools for orgamzatlOns, NPG mamtams tIes Wlth
nelghbonng former-SOVIet countnes where NPG bowes are not as strongly developed
and has pubhshed a workers' paper smce 1992 Russ1a's fathng commumcatlons
mfrastructure hrruts networkmg by phone and mall, however, e-mall has taken on an
mcreasmg role throughout Russ1a

25NPG leaders have made It clear that they mtend for NPG to follow a more Amencan rather than European, trade
UDlonmodel

26The "Duma" refers collectIvely to the two houses mamtamed as the RUSSIan federal "Parhamenf'

27Mr Sergeyev's tendency for power and mood swmgs has caused delay m hIs mevltable nse to greater power he IS the
closest "leader" potenbal1y on par WIth a "Lech Walesa" ofPoland, I Wlt1lessed m any context durmg my five years m
RUSSIa He and I shared many an argument, but he has managed to open doors before closed, and lead people toward
econ01ll1C and pohbcal reform, WIth httle support
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NOTE US ass1stance to Russ1an coal, PIER and FTill, 1mt1ally excluded other coal
umons as a Russ1an-1mposed cond1t10n for support, work w1th NPG 1mpacted both
coal reform but also bulldmg democracy By late 1994, PIER act1v1ties began to
mc1ude other umons but d1d not mV1te any other partners to Jom PIER FTUI has
mamtamed 1tS work w1th NPG but also With other free trade umons

2 Independent coal workers umon - formerly referred to as "PRUP" for the Russ1an acronym,
by 1996, leadersrup of the trad1tional, state-controlled umon added the term "mdependent"
to 1tS name The umon follows the trad1tlOnal State structure where

• workers and managers hold membersrup

• the umon oversees d1stnbut10n ofhealth and vacation benefits

• the umon 1S an arm of government and works closely w1th Rosugol (Rosugol
managers also hold membersrup)

V1taly Butko has led the umon smce 1992 and mamtams strong ties w1th European trade
umons, choosmg to follow trus model Some ties are mamtamed With the Umted Mme
Workers m "brotherhood"

As the 1ssue ofnon-payment ofworkers contmues to plague RuSSian coal, Mr Butko and Mr
Sergeyev's umons have worked together to some extent, the1r approaches remam qUlte
drlferent At the reglOnal and local levels, as a matter of clfcumstance, where mmers work
together dally, a closer relatlOnsrup tends to eXist between umons eXists

3 The umon of mme engmeers 1S affihated w1th NPG but somehow manages, at the local
level, to mamtam separate umon management Trus off-shoot ofNPG was mtended to cater
to non-poht1cal mme engmeers seekmg 1mproved work cond1tlOns
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US ASSISTANCE TO RUSSIAN COAL

Partners In Econolll1c Reform (pIER) has been the Dmted States government pnmary source for
assIstance to the RUSSIan Coal Sector The creatIOn ofPIER and ItS work will be dIscussed In greater
detaIl In the folloWIng sectIOn PIER has brought together RUSSIan labor, management and
government mterests dunng the country's enormous tranSItIon Its legacy carnes on as World Bank
lendmg auned at decreased federal support and mcreased SOCIal Support ofRussIa's coal commumtIes
has reached over $1 bIllIon

The compleXIty ofRUSSIan coal's econOlll1C and polItIcal sIgmficance IS somewhat reflected In the
VarIOUS types of US aSSIstance and cooperatIOn dIrected toward the sector Whtle several US and
mternational orgarnzatIOns Identrfied SOVIet and even RUSSIan coal as a sIgmficant sector by the late
1980's and early 1990's, the actual forms of US aSSIstance were dIfferent, held very dIfferent
obJectIves, and addressed vastly dIfferent constItuencIes In addItIOn to PIER, other DS aSSIstance
where US government fundIng has been proVIded, to RUSSIan coal have mcluded

AFL-CIO (American Federation of Labor - ConfederatIon of Independent OrgamzatIons)

By 1989, the Free Trade Dmon Institute (FTUI) ofthe AFL-CIO, began to aSSIst coal worker groups
m RUSSIa and Ukrame ''Worker CollectIves", Independent of the tradItIonal SOVIet State workers
umon, had begun to emerge at coal enterpnses throughout the former SOVIet Umon, and amazIngly,
under the pohtIcal and econorruc CIrcumstances ofthe tIme, mspIred a network ofpro-democratIc and
free market constituenCIes whtch contInue to eXIst today The emergence ofwhat would become the
first mdependent trade umon m the htstory ofthe former SOVIet Dmon (NPG) evolved from '~thIn"

the walls ofthe SOVIet coal commumtIes28 and tells an mspired tale ofhuman Will

In 1989, the AFL-CIO, through FTUI, hosted a delegatIOn of coal worker collective members for 10
days In the Umted States The delegatIon Included workers who rose to POlItICal prommence m
RUSSIa Vachtslav Guhkan, the leader ofthe tnltIal reform movement, VIctor Utkm who later became
the head of"All-NPG" encompaSSIng the entIre former SOVIet Umon and who now works under
PreSIdent YeltsIn, Alexander Sergeyev, PreSIdent ofRussIa-NPG (1992-present), and Slava Shanpov,
leader ofKuzbass NPG (1992-1997)

Through ItS worker contacts, the AFL-CIO representatIves also worked closely WIth then-Governor
of Kuzbass, Mtkhatl Ktslyuk and then General DIrector of the RUSSIan Coal Corporation, Valeny
Zeudenvarg These government and manager representatIves were Just as mterested as theIr worker
counterparts m econOlll1C change and Improved operatIOns

From 1989 to 1991, It IS estImated that FTUI mstalled over 100 computers/pnnters m worker
collectIve offices, at coal mme SItes PhotocopIers and baSIC office supplIes such as pens, paper and
files, unaVailable for purchase at the time, were also prOVIded Thts aSSIstance was cruCIal to
supportmg the sole umfied VOIce WIthm the SOVIet Umon wtllmg to seek polttical and econOmIC

28Dunng the SOVIet era, many RUSSIan coal commumttes were "closed" and maccesslble to foreIgners, the Rostov and
Vorkuta coal regIons are e"amples, as late as September 1992, Vorkuta was offiCIally declared by the RUSSIan government
as a "non-closed CIty"
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change The pnmary aIm ofthe coal workers' movement was to promote a democratIc socIety and
support market reform, tradttIOnal trade uruonlworker nghts' Issues took a back seat By 1991, the
"worker collectIves" had emerged as RussIa's first free trade uruon, the NPG or "mdependent uruon
ofmmers" 29

In 1991, FTill receIved fundmg from the US government funded NatIOnal Endowment for
Democracy (NED), followed by 1992 USAID fundmg wmch contmues today under the USAID
Democracy Program FTill was the first USAID-contractor funded and on-the-ground m RUSSIa,
under the dlrectton ofTom Bradley/o WIth offices establIshed m March 1992 FTUI's lruttal work
m RusSIa contmued to facilitate trammg and operatIOns Wlth the mdependent coal trade uruon (NPG)
However, by 1993, slgruficant mterest was expressed by other worker groups to develop as
mdependent free trade uruons Today, seven free trade uruons officIally operate m RUSSIa steel
workers, satlors, budget employees, ratlway workers, dock workers, aIrcraft ptlots, and atr traffic
controllers

FTUI's Eastern European Department/I dIrected by Richard Wtlson, contnbuted to the evolutIOn
ofPartners In EconomIc Reform (pIER) as ItS labor partner Then-PresIdent of the AFL-CIO, Lane
KIrkland, served as a member ofPIER's Board ofDIrectors (1992-1996)

Umted Mme Workers of America (UMWA)

Through the work ofPIER, the Uruted Mme Workers of Amenca proVIded excellent assIstance to
the coal workers or RUSSIa Then UMWA PreSIdent Richard Trumka served on the PIER Board of
Drrectors and has smce gone on to become the Secretary-Treasurer ofthe AFL-CIO

The camaradene establIshed between US and RUSSIan coal workers was unmatched DespIte
language dIfferences, mIners were able to commurucate underground by a slffiple nod m agreement
or shocked ''you're ktddmg'" response UMWA representattves VIsltmg RUSSIa repeatedly
demonstrated an understandmg toward the RUSSIan condItIon wmch reqUIred more tIme and effort
from US managers and government representatIves Tms type of worker-to-worker assIstance m
RUSSIa was rare but It proVIded some ofthe best opporturuttes for creatmg condItIons for reform
Just as the SovIet State had been based on worker contnbutIOn, so too would the foundatton for
reform find ItS Wlll m the workers ofRUSSIa

29A general reluctance has eXisted m RUSSIa toward Jommg "new" orgamzatlOns, structured groups are remunscent of
COmtnumst party groups, the NPG has been seen as bemg "too pohhcal" for many coal workers

3°Mr Bradley currently serves as the Delaware State DIrector, AFL·CIO

31FTUI has been reorgamzed as ofFall 1997, Its RUSSIa program contmues
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In June 1991, along WIth NatlOnal Coal AssocIatlOn (NCA), MSHA, and FTUI representatIves,
Ambassador Anthony Freeman32

, Labor AdvIsor to then-US Secretary of State James Baker, VISIted
RuSSIan and Ukrauuan coal fields Secretary of State Baker was SupportIve ofPIER as was the US
Embassy m Moscow where Labor Attache, Matthew Boyse33

, and Head ofthe Econonuc SectIon,
Kenneth YalowItz, provIded Important support for PIER A consultant to the US Embassy at the
ttme, MIchael Dasaro, an Harvard graduate entrenched m the econonucs and RUSSIan language, also
proVIded mvaluable aSSIstance to PIER's start-up actIVItIes 34

Between 1992-1996, the US Embassy's EconOmIC SectIon was partIcularly SUpportIve of RUSSIan
coal reform efforts and worked well WIth PIER and USAID m proVIdmg optImal development
cooperatlOn m the context of US assIstance efforts The Embassy had conducted mtervtews and
ongomg mformatlon exchanges WIth coal sector representatIves pnor to PIER's work m RUSSIa

The US Embassy was cntIcal m provldmg PIER WIth strong ImtIal hnks to the RUSSIan coal sector
and federal government RUSSIan government and coal contacts mtroduced to PIER m 1992-1993
contmue to work WIth World Bank representatIves mcludmg Deputy Mtmster ofFuel and Energy
Alexander Yevtoushenko and Igor Kozhuhovsky, former Head ofthe Coal Department, Mtmstry of
Economy, now workmg WIth Mtmster Yevtoushenko m the Mtmstry ofFuel and Energy

In 1995-1996, US Ambassador Thomas PIckermg made several VISIts to coal reglOns mcludmg north
of the ArctIc Circle to the now closed coal commumty ofHalmer-yu and ItS neIghbor, Vorkuta
Followmg the departure ofMatthew Boyse for US Embassy work m Poland, foreIgn service officers
Kurt Donnelly and Jason HorOWItz served as US Embassy "hnks" to RUSSIan coal work and
supported PIER efforts

In 1993, PreSident Clmton and PreSident Yeltsm Cited PIER as an "Ideal example ofUS assistance
to Russia" In 1994 and 1996, PIER's Moscow DIrector had the opportumty to meet WIth PreSIdent
Chnton and dISCUSS the work ofPIER and the status ofRUSSIa's coal sector

The NatIOnal Mmmg ASSOCiatIon (formerly The NatIOnal Coal ASSOCIatIOn)

NatIonal Mtmng AssoclatlOn (The NatlOnal Coal AssoclatlOn unttl1995) contnbutlons to the work
ofPIER and RUSSian coal reform have been vast Under the leadersmp of General Rlchard Lawson,
a PIER board member, the AsSOCiatIon presented the US pnvate sector vIew on coal operatlOns to
RUSSian managers, before unaware of how coal markets actually functioned Through the NCA,
PIER benefited from sIgruficant partiCIpatIOn and contnbutlons from a Wide array of US coal

32Mr Freeman currently works at the Internattonal Labor Orgawzatton m Washmgton, DC
33pollowmg hts RussIa post, Mr Boyse worked ill the US Embassy m Poland In May 1995, Ius brother-m-law, Bill Kuhn
an employee of DelOltte Touche ill Kazakstan, was found frozen to death ill the mountams surroundmg the capItal of
Kazakstan, Ahnaty He was WIth a frIend on a weekend luke

34Mr Dasaro, ofEverett, MA, was found dead m hIs Moscow apartment ill November 1993 No one has ever been
charged WIth COmmIttmg thIs apparent murder
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comparues (e g PIttston, Peabody Coal - retired PresIdent Robert Quenon SItS on the PIER Board
ofDrrectors,) and coal eqUIpment manufacturers (eg Joy, CaterpIllar) Several US coal eqUIpment
purchases have been made by Russia and Jomt ventures to produce gas detectors and conveyor belts
are underway

Through these pnvate sector hnks, PIER was also able to call upon the m-kmd servtces of coal
transport (e g CSX rall - CSX PresIdent John Snow SItS on the PIER Board ofDIrectors, the largest
rall transporter ofcoal), marketmg, quahty control, and sales representatIves to present tratrung and
mformatIOn both m RUSSIa and the US The NCA played a cntIcal role m hostmg RUSSIan coal
representatIves VIsltmg coal regtons throughout the Uruted States

US Mme Safety and Health Admmlstratlon (MSHA)

J01ll1llg the June 1991 PIER mtSSIon was the ASSIstant Secretary ofLabor, Wtlham Tattersall, from
the Mme Safety and Health Admtrustratlon (MSHA) MSHA's support to RUSSIan coal has been
carned out through PIER as well as through ItS dtrect cooperatIOn WIth the RUSSIan Commtttee on
Health and Safety Federal and state MSHA staffObjectIves m RUSSIa were geared toward Improvmg
health and safety m RUSSIan coal mmes Thts reqUIred an examtnatIOn of SOVIet health as well as
safety laws and VISItS to actual mtne SItes

Numerous ViSItS were made by MSHA staffto surface and underground coal operatIOns throughout
RUSSIa Through PIER, MSHA proVided several semtnars per year m RUSSIa as well as ongomg
workshops m RUSSIa and the US on health and safety regulatIOns and enforcement Issues

Leo Mtsagt, an MSHA engmeer fluent m RUSSIan, proVIded exceptIOnal aSSIstance to the Commtttee
as well as to local RUSSIan mme managers and chtef engtneers responsIble for health and safety
Several "protocols ofcooperation" were SIgned between the RUSSIan State Commtttee on Health and
Safety and MSHA Sigruficant contnbutIons to mprovmg health and safety practIces through tratrung
and on-SIte consultmg by Mr MIsagt and colleagues Jm Rutherford, and Doug Conaway were also
proVIded under the PIER program

US Bureau of Mmes

Invaluable contnbutlons were made to the RUSSIan coal sector m the early 1990's as representatIves
from the US Bureau of Mines, Colorado and Washmgton, DC office ViSIted RUSSIa 3-4 tImes per
year to present mme financmg and assessment A stIll-used Lotus-based computer program was
presented as part ofa PIER-sponsored trammg by Bureaus ofMme tratners to RUSSIan counterparts

The program, lll1tIa1ly useless for the lack ofInformatIon requrred to produce valuable results m 1992,
was adopted by RUSSIan coal offiCIals m 1994 for analySIS of coal reserves, value and dISpOSItIon of
mmed coal The US Bureau ofMmes contnbuted sIgmficantly m conductmg ongomg follow-on Via
e-maIl, telephone and general correspondence With RUSSIan counterparts
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In 1990 and 1991, US GeologIcal Survey representatIves ViSIted RUSSIa upon mVItanon of the
MIrustry of Geology and related academIc mstItutes There was an expected cautIon expressed
toward these Amencan VIsItors m lIght of theIr obJectIve, to assess the geology of RUSSIa, for
RUSSIans ofa SOVIet past, tills type ofmformatIon was always clouded by secrecy VISItS were greatly
hmIted m travel although some travel, as well as reView of eXIstmg SOVIet coal mme maps and plans,
were permItted A fact the world soon realtzed - that the SOViets needed Improved technologIes and
approaches toward assessmg theIr resources

US GeolOgical Survey hnks WIth RuSSIa eXIsted pnor to 1990 and contmue today As a result ofthts
US cooperatIve effort, sigruficant contacts have been made between the RUSSIan and US academIC
commumties and RUSSIan membershtp m vanous aSSocIatIOns (e g Permafrost ASSocIatIOn) has
mcreased These membershIps allow RUSSIan representatives to exchange techmcal and pohcy
mformatIOn WIth other country representatIves as well as to VISIt other countnes and WItness, first
hand, modern technologIes and practices whIch enhance mIrung condItions and are cost-effectIve

Umted States Department of Energy (DOE)

Several US Department ofEnergy lInks estabhshed m the 1980's through Umted Nations and other
mternatIonal energy forums contmue to serve DOE and the RUSSIa commumty The USDOE has
worked WIth the RUSSIan coal sector on coal bed methane and clean coal projects, lIcensmg and
energy regulatIOns USDOE representatIves mamtam tIes to RUSSIan coal and partIcIpate In the
Uruted NatIons Work Group on Coal In 1996, DOE estabhshed an office In Moscow

Umversltles of Alabama, Pittsburgh, Kentucky, Southern DlmOls, West VlrglDla

Through US partICIpant trammg programs sponsored by USAID and PIER, several US umversitIes
largely contnbuted to the program, trammg and travel enjoyed by RUSSIan partICIpants These
uruversities mamtam strong tIes to the US pnvate coal sector as well as to government and regulatory
bodIes whIch are mtegral to the operatIOns of the US coal mdustry InformatIOn and first-hand
VIewmg ofthe vanous InstItutIons and processes mvolved m effectIvely operatmg a coal enterpnse
m a market sector were mvaluable to RUSSIan partICIpants

At a tIme when RUSSIan academIc mstitutes also face tranSItIon, ltnks WIth US umversities have often
gone beyond coal-specIfic work and addressed Issues of umversity fund-raIsmg, management and
commuruty relatIons Longer-term course work and mternshtps proved ofgreat value to RUSSIan coal
representatIves and local commuruty leaders, able to observe hfe m a market and democratIC settmg
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In September 1992, PIER representatIves partIcIpated m the first World Bank35 mISSIOn to RUSSIa
In December 1992, the World Bank tmplemented a $50 mIllIon World Bank loan to the RussIan
Government for the upgradmg of RUSSIan coal mInIng eqUIpment The loan was prepared m close
cooperatIon WIth the Mtrustry ofFuel and Energy and ItS Coal Commtttee 36 Leadmg the RUSSIa Coal
mISSIOn was John Strongman ofthe World Bank who worked wIth several PIER consultants and the
PIER Moscow office

Followmg PIER start-up m RussIa, the World Bank became conSIderably actIve m RUSSIan coal
Under the leadershIp ofWorld Bank representattve Jonathan Brown, and Task Manager, DaVId CraIg,
the World Bank dIsbursed $525 mIllIon to the RUSSIan Government m July 1996, for RUSSIan Coal
restructunng and techrucal aSSIstance In December 1997, the World Bank Board of DIrectors
approved an addItIonal $800 mIllIon lendmg to RUSSIa for ItS coal sector m 1998 These efforts are
slgmficant and WIll be reVIewed m detall m thIs report

Umted NatIons Workmg Group on Coal

Pnor to 1993, RUSSIan coal was not actIve m the mternatIOnal coal commumty, It mamtamed no
affilIatIon WIth the Internattonal Energy Agency (IEA) whIch produces annual worldWIde coal
mfonnatlon, or the InternatIOnal Mmmg Federatton (IMP) and Internattonal Labor OrgaruzatlOn
(ILO) whIch address coal worker Issues, or the InternatIonal Standards OrgaruzatlOn (ISO) wmch
determmes relevant mdustry standards on coal transport, costs, export-Import, and other mdustry
practIces The RUSSIan coal sector operated m a vacuum, not unttl 1994 dId It actIvely seek
mformatlon about other coal sectors and domestIc mdustry practIces whIch later would be apphed
to RUSSIan coal

The Untted NatIons EconOmIC COmmIssIon mamtams a Work Group on Coal Whtle UN "work
groups" are sometImes descnbed by US onlookers as "soft talk groups" rather than hard-settmg
pohcy-makers, the forum proVIdes a slgmficant venue for the mternatlOnal coal communIty to
establIsh and butld Important hnks and commUnIcatIOn WIth coal producers and consumers The
leadershIp of Slav Slavov, leadmg the work ofcoal work group WIthIn the UN EconOmIC COmmIssIon
m Geneva, and hIs COmmItment to RUSSIan coal refonn have been slgmficant

35The G-7 SUJDIDlt conducted m London m 1991 called for associated memberslup for the SOVIet Dillon m mternatlonal
mstltutlons In July 1991, fue SOVIet Dillon apphed for memberslup ill fue IMF and the four mstltutlOns ofthe World Bank
(IBRD, IDA, MIGA, and IFC) On August 27, 1991, a Special trust fund of $30 millton for technIcal cooperatlon was
estabhshed.. In Fall 1991, a provISional World Bank office was estabhshed ill Moscow, m early 1993 World Bank offices
were opened RUSSiaJomed these mternatlOnal mstltuttons on June 16, 1992

36'fhe Coal Connmttee extstmg under fue M:uns1ly ofFuel and Energy m 1992 was the result of a close down ofthe Mmtstry
ofCoal ill 1991, fonnerly headed by General Drrector Shadov who went on to drrect "RosTrans" (coal and other transport)
The head of the Muustry's Coal COmmtttee m 1992 was Yun N Malyshev who was appomted as General DIrector of
Rosugol, the State coal company, m 1993 unttl 1997 Rosugol was offiCially disbanded m December 1997, Mr Malyshev
will now work ill the Mmtstry ofFuel and Energy on coal restructurmg
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RUSSIans who partIcIpate m the UN forums have usually been federal-level coal managers who are
exposed to a number of new issues

" what type of mformatlOn IS shared bY/WIth mternatlOnal coal commuruty members,

" the process by which mternatlOnal coal mdustry standards are developed and how they are
apphed to coal sectors worldwide,

• concerns ofcoal producmg and coal consummg countnes which impact Russian coal
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US Public Sector Work in Russian Coal Region
1991 - 1998

1991 1992 1993 1994 1995 1996 1997 1998

--I I I I I I I ~

EuraSia (NPG Support)

DelOltte Touche (Urals) ~

Busmess Center

us Dept of State
(InternatIonal Labor
Office)

FTUI
(Free Trade Umon
InstItute)

UMWA
(Health & Safety,
Worker RIghts) USAID

IREX Conferences EPA (Methane Center 
Kemerovo)

US Dept of Commerce
(pIER-CABNIS)

CDC*
Management adViSOry
(Kuzbass, Tula)

Morozov (Tula)
BUSllless Center

.........

EuraSIa
(MediatIon Center 
Vorkuta) .....

~

.........

World Bank

Peace Corps (Rostov Far
East)

.........

....
~

Morozov Busmess Traimng World ViSion
(Tula, Kuzbass Rostov) (health _Vorkuta)

IIE**
(coal marketIng 
Kuzbass)

-----------I~~ Busmess ..
center/nncro-
lendmg

CH2l'v1H1112
(Novokuznetsk)
EnVironmental work

US DemocratlRepubhcan
InstItutes (campaign
strategIes/pohtIcal
orgaruzmg)

* CITIzenS Democracy Corps

** InstItute for InternatIOnal EducaTIon

~
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US Private Sector Involvement in Russian Coal Sector
1991 - 1997

1991 1992 1993 1994 1995 1996 1997

~ I I I I I L

NCAl-

Af'L UO

(rIll!)

Roberts 8.. Sch h"kr
(Coal PreparatIOn Plants)

C'llcrpIlJ..ll

JO\

,I'v\

PlIlstoll (0<11

Pc IbuJ\ lo Ii

i\llS~<.\

PIER purchase of
coal health and safety
eqwpment from US
fiffilS

PIER purchase of
coal health and safety
eqwpment from US
fIrms

lJ~(.f\ f'OllU<-41l101l

PILR purchase
of coal health
and safety
eqwpment from
US frrms

PIER purchase of
coal health and safety
eqwpment from US
firms

earplugs

steel toe boots

gloves

safety goggles

reflective tape

conunumcation
eqwpment

USA.ILJ eIPC

PlfR purchase of
coal health and safety
eqwpment from US
fIrms

PII:R awarded CABNIS** grant

t AS N 1'-, Conferences

- mcludmg-

(Juulh .. II (conveyor belts)
l ll<.rpJltu (trucks e'{cavators)
(multl-nulhon dollar contracts)
!ndll~tn II ~UClltlllC (gas detectors)
I\ll11c ')<11<.[\ A.pph<lll<.c<; (gas detectors)
(jomt venture WIth Kuzbass Instltute)
Emoll (gas removal) (departed RussIa)

PIER purchase of
coal health and safety
eqwpment from US
fums

........

* Commodtty Import Program

i<* ConsortIUm of Amencan Busmesses m the New Independent States (CABNIS) $300,000

4 •

ONGOING INVOLVEMENT NCA (As of 1996 - NatiOnal Mllllllg ASSOCiatiOn) , AFL-CIO (FTUI), Usery FoundatiOn

vJ
~

t

Umted States Agency for IntematlOnal Development January 1998



US ASSISTANCE TO RUSSIAN COAL PARTNERS IN ECONOMIC REFORM

PARTNERS IN ECONOMIC REFORM (PIER)

As a dIrect result of the June 1991 VISIt to RussIa and Ukrame by US government and coal
representatIves, Partners In Econonuc Reform (pIER) was created as a structure to bnng together
mpartnershtp, US and SOVIet coal labor, management and government In RussIa, PIER operatIOns
are referred to as 'Vgolnee Proyect" (Coal Project) a shorter and more clear name gtven to the
proJect by ItS RUSSIan counterparts The PIER assIstance effort was unprecedented, a number of
factors contnbuted to ItS ultImate success m RUSSIa

• strong, consIstent and thoughtful USAID support, espeCIally m-country,

• partnershtp structure wluch evenly dlstnbuted power, responslblhty, and contnbutlOn between
US and RUSSIan partners,

• strong RUSSIan partners, comrrntted to reform and mterested m workmg With US assIstance as
well as contnbutmg toward addlttonal assIstance,

• excellent "background" work pnor to PIER's start-up, proVided PIER wIth tnlttal RussIa partners,
Identrlied regtons where assIstance was most needed, and Issues wluch needed to be addressed
PIER was able to bOOd on eXlstmg relattons estabhshed between US and RUSSIan coal contacts,

• Ideal tlnung for US-RUSSIan partnerslup by nud-1992 RUSSIa was anudst major pohtlCal and
econonuc change,

• short-term, well-desIgned work plans prepared wIth US and RUSSIan mputs wluch factored m
tremendous fleXlblhty to be responSIve to RussIan coal's rapIdly changtng needs,

• PIER's wIlhngness to support other donor and pnvate assIstance and busmess efforts as an
extenslOn ofItS own work, a sinular wtllmgness to work beyond ItS mandate as needed

Why RuSSIan Coal?

At least three factors dlstmgUlshed the RussIan coal sector's sltuatlOn from other mdustnal sectors
m the country

1 A wIllzngness to ask despIte a shared econonuc and pOhtiCal hentage, and ItS bemg the
second htghest recIpIent offederal Subsldles37

, the RussIan coal sector's wlllmgness to work
With the donor commuruty has been slgmficant and bold Begmmng With the coal workers'
movement m 1989, RussIan mmers and government OffiCIalS overseemg the coal sector have
been espeClally open to meetmg and workIng With US counterparts Other mdustnal sectors
eIther lacked the "know how" on how to contact US counterparts, or the Will to seek
asSIstance Once PIER was on the ground m RUSSIa, It receIved ongomg requests for slnular

37The agncultural sector has receIved the hIghest federal subsIdIes, the defense sector IS not illcluded ill the overall federal
budget

•
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assIstance to other mdustnal sectors both m RUSSIa and throughout the former Soviet Uruon 38

The success of development assIstance work m RussIa has been wholly dependent on
mteractIOn With local counterparts, the tlIDIDg ofthe assIstance, and the adequacy of the level
of assIstance PIER's partner structure mherently addressed Issues of counterparts and ItS
actIVitIes were lIDplemented m drrect, tlIDely response to RUSSIa's request for assIstance to the
coal sector The level of assIstance, dIrectly tied to PIER's fundmg levels, never fully met
PIER counterpart expectatIOns

2 A Wlllmgness to respond the understandmg, ViSIon and will of partIcular US government,
umon and mdustry managers to lTIltiate responSIve assIstance to the RUSSian coal sector has
encouraged ongomg relatIOns between US and RUSSIan counterparts m Moscow and RUSSIa's
coal regIOns There IS no history of the US "imposmg" aSSistance or "encouragmg"
cooperation With RUSSian coal mstead, It has been the conSistent determmatIOn of mavenck
RUSSian coal and government representatives to mVite US aSSIstance and partiCipatIOn

There IS no question that SOViet coal mmers' mcreasmg pohtical actiVities captured the
attention ofUS government onlookers Unlike theIr other mdustnal counterparts, RUSSian
coal representatives, notably the workers, demonstrated a COmmltment to market reforms and
democratic pnnclples before It was "en vogue" or even fully understood

RuSSIan counterparts tradItiOnally equated therr coal sector With the US coal sector, however,
smce 1993, a more realtstic awareness ofEuropean models where coal sectors are subsidlZed
and mmmg conditions are slIDllarly hazardous has been gamed Still, there is a strong behef
m RUSSia that the US "pnvate sector" coal mdustry model Will best serve RUSSia

Dunng itS "start-up" phase, PIER worked With the "NIS Task Force" which conSIsted of
USAID staffers and personal sefVlce contract mdiViduals With sigruficant development
expenence and Virtually no work expenence m the former SOVIet Uruon The mood ofTask
Force actiVities was "rushed" and excltmg, workmg late rughts and often seven days a week
Wlnle there was no escapmg reqUISIte bureaucracy of start-up (e g blo-data forms requlfed
m additiOn to resumes for each PIER staffer), the Task Force moblhzed aSSIstance m a short
time-frame under dIfficult and constantly changmg condItions at home and abroad

3 Key and consIStent "Mtun Players" m RuSSia many ofthe mam players affectmg pohcy and
mdustry practIces m RUSSIa share work history or come from the same southern Kuzbass
regIOn ofWestern Sibena These mdividuals have dedIcated thelf hves to the RUSSian coal
mdustry Unllke other mdustnal sectors where leaders change regularly, the RUSSian coal
sector has benefited from a steady team of reform-onented players This should not lIDply
that these players agree on approaches toward restructunng or even hke each other, but under
the tranSitional Circumstances ofRussia, conSistency m personnel has proven to be an asset
m proVidmg effective US aSSistance

38Requests from Russmn steel, paper, gas, and 011 representallves as well as coal sectors m TaJIktstan, UzbekIstan, Annema
and Georgia (pIER had programs m Russla, Uknane, Kazakstan and Poland)
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39

Kuzbass IS the largest coal basm m RUSSia and a number of key deCISIOn makers now based
m Moscow share a work mstory together

Deputy MmIster of Fuel and Energy (1991-present)-Alexander Yevtoushenko - former
DIrector of Radspadskaya Mme, southern Kuzbass

Former General DlrectorlPresIdent of RosUgol (1993-1997), Pendmg posItnon m the
MmIstry of Fuel and Energy-Yun N Malyshev - former "head" of Coal COmmlttee under
MJ.rustry of Fuel and Energy (1991-1993),former DIrector of KuznetskUgol, southern
Kuzbass

MInIstry of Fuel and Energy, Coal - Social Issues-/key World Bank coalDterpart -Igor
S Kozhuhovsky - former Head of Coal Department, MIrustry of Economy (1994-1997),
former PresIdent of the Fund for SOCIal Guarantees (1992-1994), former "fitter" at
Radspadskaya Mme when MIruster Yevtoushenko was Mine DIrector, southern Kuzbass

PresIdent fudependeillt Coal Trade UnIOIll (NPG) (1991-Prescnt) -Alexander Sergeyev
former worker at Radspadskaya Mine, southern Kuzbass

From the onset of changes m RUSSIa m late 1991, these mdlvlduals understood that foreIgn
aSSIstance was avadable to them and could help faclhtate Important changes The fact that
these men had eIther worked together or knew ofeach other filled Important gaps from wmch
other sectors dId not benefit Whtle Mr Malyshev (Rosugol) and Mr Sergeyev (Independent
Druon) mamtam therr own agendas, have never enjoyed a ''warm'' relatIOnsmp, and mamtam
drfferent approaches to coal restructunng, they have worked together to find a way out of the
chaos left followmg the break up of the SOVIet Uruon DespIte theIr drfferences, these four
men uruted bemnd the partnersmp work of PIER, understandmg that theIr orgaruzatIOn
would benefit from the partnersmp TheIr support was conSIstent and strong

In the SOVIet tradItIon, PIER's RUSSIan counterparts estabhshed personal and workmg trust
over the course of tlme, the fact that key players m Russia's coal sector m 1991-1992
supported reform and knew each other pnor to PIER, benefited the work ofPIER At tms
early tlme m RUSSian reform, people were graspmg for gUIdance, the PIER partnersmp
proVided mformatIOn and channels for commurucatlon wmch had not before eXisted m RUSSIa,
by 1993 a certam "comfort-level" and "team spmt" had been attamed by PIER partners,
cntlcal for theIr mcreasmg Jomt efforts
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PIER PARTNERSHIP STRUCTURE

U 5 Nation al
Coal oepa rtm e n t 0 f

AFL-CIO ASSocIation Ene rgy

(Free Trade UnIon De p a rtm en t 0 f

In stltute) Commerce, MSHA

----... P IE R ~

Partners In Eeonom Ie Reform

R U 55 18 ~ • ~

Independent M In IS try 0 f F u e I &
Ene rg y

Coal UnIon
Russian Ministry of Economy

(N PG) Coal Ministry of Finance
Corporation
(Rosugol)

Labor Managem ent Government

Structure

Dunng the June 1991 VISIt, pursuant to SOVIet (and later RUSSian) practIce, "protocols of
cooperatIOn" were SIgned by US and SOVIet counterparts The protocols were "statements" rather
than contracts whtch bnefly descnbed that a "cooperatIve coal Improvement effort" would be Jomtly
conducted by US and SOVIet counterparts and that mam partners would mclude

SOVIet - The MImstry ofFuel and Energy
- TheNPG
- The newly created RUSSIan Coal CorporatIOn

US - US Government AgenCIes
- AFL-CIO
- NatIOnal MImng ASSOCIatIOn

The protocol was ''valtd'' for three years and SIgned by US and SOVIet leaders dunng the June 1991
VISIt Followmg the break-up of the SOVIet Umon, PIER addressed each country separately,
begmmng WIth RUSSIa
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In RUSSIa m August 1992, snndar protocols for PIER operatIOn were SIgned by US and Kuzbass
(western Sibena) partners and m September 1992, by US and Vorkuta (ArctIC) partners and also vahd
for three years

Kuzbass Partners RegIonal Government (Governor Mlkhal1 Kislyuk)
RegIOnal NPG (Slava Shanpov, PresIdent)
Kuzbass Ugol (M1khad Kardchenko, General DIrector)
RegIOnal InstItute for Upgradmg Mmers' Skills (Yun Fedchenko, Drrector)

Vorkuta Partners CIty Government (Mayor Alexander SegallDeputy Mayor Vltaly
Neurostroyev)
CIty NPG (NikIta Shulga, PresIdent)
Vorkuta Ugol (Vladlilllf Oreshk1n, General DIrector)

At the regIOnal level, these protocols reqUlred lengthy dIScussIon and reView taking Up to 4 weeks
Power and control over all coal matters stdl reSIded completely m Moscow, an 1ll1t1al heSItance by
local OffiCIalS to enter mto workIng agreements, especIally where foreIgners - Amencans - were
mvolved, was overcome upon their contactmg Moscow counterparts who encouraged partICIpatIOn
m the PIER effort

DespIte therr questionable legal status, these protocols proved to be espeCIally useful m the Moscow,
Kemerovo (Kuzbass capItol) and Vorkuta PIER offices when unexpected tax or secunty force VISItors
would mqUlre as to ItS operatIon They also carned unexpected weIght WIth RUSSIan Customs
OffiCIalS as PIER lillported office eqUlpment and the personal effects ofUS staff In Vorkuta, PIER
was the first non-RussIan orgarnzation to ever estabhsh an office, weekly local teleViSIon and pnnt
news pIeces reViewed PIER actIVItIes m the regIOn The reViews were mterested and cunous and
reflected no paranOia or concern about the PIER presence

By 1995 when the protocols reqUired renewal, Moscow, Kemerovo and Vorkuta PIER partners
readdy SIgned and redated the ongmal protocols The only change made was m Kemerovo where
some rent for US housmg would be requIred, attnbuted to qUlckly nsmg costs and vahd local concern
that "the Amencans" were recelvmg free RUSSIan housmg at a tIme when RUSSIans were begmmng
to be reqUired to pay rent

PIER Board ofDirectors - US

WI Usery, Ir (ChaIr) PreSIdent, WI Usery Ir & ASSOCiates
Lane KIrkland, PreSIdent, AFL-CIO (through 1996)
RIchard Lawson, PreSIdent, NatIOnal Mnung (Coal) AsSOCIatIOn
Robert Quenon, Former PreSIdent, Peabody Coal
John Snow, PreSIdent, CRX RaIl Transport
Richard Trumka, PreSIdent, Umted Mme Workers of Amenca (through 1996)

•
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Staffing

In RussIa, PIER DIrectors mcluded

PosItIon IndIVIdual Years

Country DIrector Mary LOUIse VItelh (US) 1992-1995
Chnstme MullIgan (US) 1996-1998

Kuzbass ReglOnal Chester Huff (US) 1993-1998
Drrector

Kuzbass Regtonal Yun Fedchenko (Rus) 1992-1998
Co-Drrector

Vorkuta ReglOnal Jolm Marumch (US) 1993-1994
DIrector Doug McQuatd (US) 1994-1995

Yun Dasko (Rus) 1995-1998

Vorkuta ReglOnal Yun Dashko (Rus) 1992-1995
Co-DIrector

PIER's mam mtent m htnng US natlOnals for work m RussIa's coal regtons was that regIOnal center
drrectors would be mme engmeers assIsted by RUSSIan mme engmeers Mr Huff, Mr Maruncth and
Mr McQuatd are US natlOnals rome engmeers from West VIrgIma

Mr Fedchenko and Mr Dashko are RussIan-tratned rome engtneers An excellent example ofPIER'
sustamable effort IS seen m Vorkuta where PIER's RussIan natIOnal regtonal center Co-DIrector
became the center's DIrector Mr Dashko has become a key player m PIER's work and IS well
versed m US and other aSSIstance avatlable to the Vorkuta commumty, he IS also workmg WIth US
and other pnvate compames to develop the productIOn ofcoal eqUIpment m RussIa

The PIER Country DIrector posItlOn was filled by non-techmcal staff responsIble for facIhtatmg the
overall PIER agenda and mamtatmng strong tIes to USAID Ms VItelh and Ms Mulhgan are US
natIonals who are attorneys and have worked m other parts of the world
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Focus

PARTNERS IN ECONOMIC REFORM

Imtlally, the focus of PIER efforts was "traimng" and proVidmg "technical assistance" aimed at
improved mme health and safety and moderrnzatiOn In response to a changmg RUSSia, PIER's
mandate expanded to mclude larger issues of restructunng By ffild-1993, speCific SOViet coal
reglOns mghhghted by counterparts m 1991-1992 for aSSistance

RuSSia 
Ukrame
Kazakstan

- Kuzbass, Vorkuta
- Donetsk
- Karaganda, Eklbastuz

•

Ultimately PIER estabhshed offices m each of these regiOns except Eklbastuz and also estabhshed
offices m Moscow, Kiev and Alma Alta (later renamed Almaty), the capital Cities ofeach country
SOViet counterparts contnbuted office, traimng and conference space and m some reglOns, staff
aSSistance 39

At a time when all former SOViet mstitutlOns were breakmg apart and informatiOn was even more
difficult to obtam than usual, PIER proVided a "nucleus" for Information to SOViet counterparts
RUSSian PIER partners used the PIER structure as a channel through wmch to explore issues
connected to and beyond coal, issues of an open SOCiety and a changed relatlOnshlp between the
SOViet Uruon and the US It was common for US PIER staffto receive coal and government ViSitors
mqumng about "free market", "pnvatizatiOn", "democracy", and hfe m the US

PIER's mam RuSSia office was established m June 1992 on the 21st floor ofRussia's "coal bul1dmg"
at 15 Novy Arbat, Moscow 40 The RUSSian Government contnbuted thls office space to PIER and
has never charged PIER rent for tms centrally located office space, anyone dealmg With coal issues
m RuSSia ViSited tms bwldmg PIER was the first non-RUSSian orgaruzatlOn pefffiltted to work m the
bUlldmg wmch remams 50% under federal government and 50% under Moscow murucipal
government control Thls "m-kmd" contnbutlOn has set a cntical tone of "contnbutlOn" and
"participatlOn" from RUSSian partners

In Kemerovo, located m Western Sibena, PIER was irutially prOVided office space m the Institute for
Upgradmg Mmers and relocated m 1994 to the more centrally located Mme Safety and Health
bwldmg In Vorkuta, north of the ArctiC Circle, VorkutaUgol and the City AdffiffilstratlOn contmue
to proVide PIER With office space on centrally located ''Prospect Mira" street m the City'S Mine
Institute Both Cities have proVided PIER US staffWith local housmg and transport

A common result ofPIER's office presence m Moscow, Kemerovo and Vorkuta was the aCCidental
meetmg ofRussl8I1 government and coal umon and management representatives who ordmanly had

39Kazakstan contrIbutIons were tenuous and not as commttled as RUSSIa or Ukrame's, lDStead ofan office m EkIbastuz,
regularVlSlts :from Karaganda were made, the Karaganda office was a hotel room where the US reSIdent drrector also hved

4°The "Coal Bwldmg" housed the Mm.1stry of Coal untIl It was dIsbanded m 1991, followmg whIch the RUSSIan Coal
CorporatIon, RUSSIan Coal Company and Rosugol, all re-engmeered State Coal Company bodIes, remamed The buI1dmg
IS one ofthe four tall "open book" buI1dmgs standmg on New Arbat Street m central Moscow
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no venue to meet or "official" agenda to discuss The discussions wmch ensued would often be
mformative, sometimes heated, and mcredibly open, somehow the PIER partnership created a
"neutral zone" for thought and conversatIOn

Fundmg

Virtually all PIER's Russia fundmg has come from
USAID In 1992, the USAID budget for Russia was
$700 rmlhon, Its fundmg apex m 1994 totaled $1 2
btlhon wIth a cut closer to $300 mtIhon m 1995 and
decreasmg per year unttl 1997 budget of
approXimately $140 mtIhon Comparative 1994
figures, the high pomt ofPIER fundmg and USAID
fundmg for RUSSIa was a time at which fundmg
balances began to shift

Export-Import Bank throughout the former
SOViet Uruon - $300 mtlhon

US Department of Energy - $121 mtlhon
(mostly for nuclear safety)

US Information Agency (USIA) - $128
rntlhon

PIER managed to proVide quahty assistance at low
cost between 1992-1995 for a number of reasons

• great enthusiasm on the part ofUS partners
to contnbute to PIER work and VISIt RUSSIan
coal regions by not takmg salary or
consultmg fees, paying mtematIOnal travel
costs and proVidmg trammg matenals and
supphes,

• very low cost of domg busmess m RUSSIa
dunng tms tIme, day-rates for RUSSIan coal
consultants ranged from $5-25, mtematlOnal
phone rates to the US ranged from less than
$0 40 per mmute m 1992 to $2 00 per nnnute
by early 19954i ,

ORGANIZATIONS COOPERATING
WITH PIE R (1992 - 1997)

USAID
Busmess Development Projects
CitIzens Democracy Corps
Envrronmental Technology Programs
Free Trade Dmon InstItute
InternatIonal InstItute ofEducatIon
NatIonal DemocratIc InstItute
Rule ofLaw Program
Umted States Energy AsSOCIatIon

OtherNGOs
EurasIa FoundatIon
Free Trade Coal Umon (NPG)
Health and Safety COIDIlllttees (RUSSIan)
MacArthur FoundatIon
RUSSIan - Amencan PnvatIzatIon Center
Search for Common Ground
SOCIO - EcolOgIcal Umon

U S OrgamzatIons
AFL-CIO
Bureau ofMmes
Chamber ofCommerce
Departlnents ofEnergy Labor, Commerce
Mme Safety & Health AdmtmstratIon (Federal & States)
NatIonal Coal AsSOCIatIon
Small Busmess and Entrepreneunal AsSOCIatIons
State Coal AsSOCIatIons
Umted Mme Workers ofAmenca
US Department ofState

BJl.ateraI & MultI-Lateral OrgamzatIons
Export-Import bank
InternatIonal Energy Agency
InternatIonal Labor OrgamzatIon
TACIS
UK Know How Fund
Umted NatIons
World Bank

US Senate and CongressIOnal Offices

US PrIvate Busmess

• large contnbutions from RUSSIan partners
WhICh mcluded office and housmg space,
tra1ll1ng facihtIes, local transport and staff support

41By 1996, phone rates had skyrocketed beyond $3 00 per mmute to the US, however, phone rates from commerCIal
butldmgs were twtce the resldentla1 rates whtle hotels charge three to four tlmes the resldentlal rate
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•

• butldmg on USAID and other avatlable programs (e g traImng, busmess centers)

By early 1995, the cost of domg busmess m RUSSIa had skyrocketed and RUSSIan partners were not
as able to proVIde the same range ofm-kmd support they had RUSSIan partners who had earher had
dIscretIOn over the use ofpartIcular bUlldmgs and space were begmmng to be held accountable for
rents whtle pnces rose and wages necessanly mcreased StIll, PIER mamtamed certam practIces
whtch kept costs down

• apprmamately 70% of US adVIsors/consultants workIng WIth PIER through Its US
partnershtps were not patd a fee, PIER dtd pay all expenses PIER had agreements WIth each
US partner to proVIde stafffor trammg and techmcal assessment work (e g PIttston Coal or
UMWA reps would reCeIve therr regular PIttston or UMWA salary whtle workmg WIth PIER
for a few weeks)

• In Moscow, all PIER US consultants/staff stayed at RUSSIan hotels, the Hotel Ukrame m
downtown Moscow IS wtthtn walkmg dIstance of PIER's at $28-40 a mght unttllate 1995
when, for foreIgners, pnces htked to $120 a mght whtch was sttll relatIvely low contrasted to
$250-400 at more western hotels m Moscow

• OutSIde Moscow, PIER RuSSIan counterparts often proVIded or SUbSIdIzed housmg for PIER
staffand consultants m local hotels, coal bU1ldmgs or dormttones Counterparts also covered
tradItIOnal RUSSIan banquets and vanous meals and transport throughout regIOnal tnps

• From 1992 through 1996, RUSSIan counterparts prOVIded housmg to PIER's US field staffas
well as office space In Kemerovo, some rent began to be due whtle m Vorkuta, no charges
have yet been made for space, a growmg commodIty ofvalue m RUSSIa for whtch mdIvIduals
and compames are wIlhng to pay mordmate amounts

• The "m-kInd" support proVIded by RuSSIan counterparts m the fonn ofoffice space may have
been the most umque and sIgmficant demonstratIon of RUSSIan counterpart commttment at
the htghest level to thts US aSSIstance effort

Step 1 Start-up fundmg of $50,000 came from the Usery FoundatIOn, a chantable foundatIon
estabhshed by WJ Usery, Jr, fonner US Secretary ofLabor and leadmg US medlator42 Followmg
the fall of the SOVIet Umon m August 1991, PIER recogmzed that ItS mandate would be severely
altered as there were now 15 new "repubhcs", "states", soon to become "countnes",43mstead ofthe
SOVIet Umon

Step 2 WIthIn SIX months ofPIER's start-up as a Washmgton, DC-based pnvate, not-for profit
orgaruzatiOn, It became one ofthe first reCIpIents ofUSAID fundmg to work m these three countnes

4'Mr Usery has played cntlcal mediatmg roles m the Pittston Coal, Caterpillar and Major League Baseball stnkes
43Smce 1992, western, notably US reference to the fonner SOViet Umon, has been obtuse Imtlally, the entlre regiOn was
referred to as the "NIS" or New Independent States" In an ongomg attempt to collectlvely refer to the regiOn, "CIS" or
Commonwealth ofIndependent States" was slmllarly used The acade1l11c and labor commumtles seemed to rely more on
FSU' or Fonner SOViet Umon In RUSSian, contmued reference to "SNG" or Independent States

•
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PIER entered mto a three-year CooperatIve Agreement44 m the amount of$8 mIllIOn wIth USAID,
sIgned m June 1992 The Agreement was extended m 1995 and expIres August 31, 1998

Step 3 By mId-1993, PIER's work expanded to mc1ude "coal sector restructurmg" whtch became
a RuSSIan government goal at that tIme AddItIonal USAID and other fundmg was receIved by PIER
and RUSSIan coal restructunng work m response to an mcreasmg assIstance agenda m RussIa45

Soviet UmOll

December 1991

June 1992

RUSSia

$ 50,000

$8 rntlhon

Usery Foundatlon grant

USAID CooperatIve Agreement

August 1993 $400,000

March 1994 $200,000

September 1994 $150,000

October 1994 $300,000

July 1995 \ $200,000

December 1995 $1 rntllIon

September 1996 $150,000

November 1996 $ 50,000

October 1997 $ 80,000

USAID fundmg ofPIER-supported
work ofWorld Bank coal work

USAID fundmg for PIER "subsIdy"
and "socIal safety net" studIes

USAIDIEPA-PIER fundmg for
Kuzbass Methane Center

US Dept of Commerce busmess
development grant (CABNIS)

USAID support ofWorld Bank
start-up ofCoal Project
PreparatIon Urnt (pPU)

USAID support to PPU and
Project ImplementatIon Urnt (PlU)

US Dept ofCommerce addItIOnal
busmess development funds

Usery FoundatIOn

EuraSIa grant to support Vorkuta
Busmess Center

44The "CooperatIve Agreement" penmtted PIER fleXibility m allocatmg funds amongst RUSSia, Ukrame and Kazakstan
winch a "contract" would not pernnt

45For non-US assistance to RUSSian coal restructurmg, see appendiX
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US compames have benefited from the work ofPIER whtle Improvmg RussIan coal mme conmtIOns
Examples ofUS eqmpment sold to RussIan coal enterpnses and Jomt venture work between US and
Russian coal eqmpment partners

ABC Industnes
CaterpIllar
CertTanteed
Contmental Conveyor
Elffico
Goodyear
Industnal SCIentIfic
Jeffrey Mmmg
Joy Manufactunng
Mme Safety Apphances
PetIto MImng Eqmpment

PIER RussIa Programs

1 QUIck Start - Summer 1992

ventIlatIOn ductmg
trucks, excavators, pulley eqmpment
PVC pIpmg
conveyor belts
contmuous mmers, roofboltmg, shuttle cars
conveyor belts (Jt venture pendmg)
gas detectors
contmuous filmng eqmpment, dIesel-powered shuttle cars
roofboltmg eqmpment
gas detectors (Jt venture estabhshed)
underground heavy hftmg machmes

PIER's Imtlal mandate under ItS Cooperative Agreement WIth USAID was to conduct a senes of
"Qmck Start" VISItS to the coal regIOns Identified m ItS agreement Between July and September
1992, mtense four-week VISItS were made to Moscow, Kuzbass and Vorkuta where local PIER
partners and staffwere Identmed, protocols' SIgned, and operatIOns commenced These "qmck start"
VISItS Pefffiltted US and RUSSIan counterparts tIme to become acquamted m person and to detaIl the
Imtlal deSIgn of the PIER program These VISItS mcluded mformatIOn gathenng but also, US
partICIpants presented a senes of sefilnars and workshops to kick-start the PIER process

US PIER participants on the Kuzbass ViSit

WIlham Meagher, PIER ExecutIve DIrector
Mary Lomse Vitelh, PIER RUSSia DIrector
Wilham Taylor, Roberts & Schaefer
Patnck Brady, US Bureau ofMInes
Leo MIsagI, MSHA
Dolores Kern, NatIOnal Coal AsSOCIatIOn
Darnel Rosenblum, AFL-CIO/FTUI

US PIER participants on the Vorkuta VISit

Mary Lomse Vitelh, PIER RUSSIa DIrector
Michael Musuhn, Kentucky Coal ASSOCIatIOn
Leo MIsagI, MSHA
James Rutherford, West Virgima MSHA
Matthew Boyse, US Embassy
Tom Bradley, AFL-CIO/FTUI

Semmar TopiC

Donor ASSIstance
PnvatlzatIonlRestructunng
PreparatIon Plants
Health & Safety RegulatIOns
MIne Health & Safety
US Coal Expenence
Free Trade Umons

Semmar TopiC

PnvatlzatlonlRestructunng
US Coal Expenence
Health & Safety Enforcement
US Health & Safety
Donor Assistance/Market Economy
Worker RtghtsfResponslblhttes

•
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2 SemmarslWorkshops (1992-1996)

US ASSISTANCE TO RUSSIAN COAL

Dunng 1992, work WIth Russian counterparts reqmred long explanatIOns of USAID and 1tS
"ass1stance" rntSS10n Frank d1scusslOn between counterparts often centered on "mformatlOn
collectlOn", SOVIet SUSP1C10ns endured about the Umted States, often matched by the mab1bty ofUS
counterparts to comprehend the extreme lumts and closed settmg under whIch SOVIet mdustry and
mdlvlduals had been raised 46

PIER's 1mt1al work m 1992-1994, collectively addressed government and coal representatIves,
mtendmg to mtroduce a broad set of Issues whIch would need to be addressed for Improved health
and safety and sustamable sector restructunng Serntnars and workshops were generally conducted
almost montWy m RUSSIa at counterpart offices or mme SItes where a group ofpeople could easily
be assembled Frequent semmars were presented at 7 am shIft change meetmgs and weekly rntne
meetmgs Imtlal m-country (Moscow, Kuzbass, Vorkuta, Tula, Rostov) serntnars commencmg m June
1992 contmued mto 1996 WIth US presenters and where possible, RUSSian presenters Examples

• "Cash flow/rntne finance"- presented by Peabody Coal and mdependent consultants

• "Health and Safety m the Mmes" - presented by federal and state MSHA representatIves WIth
Moscow Mmmg Umverslty

• "Coal AssociatlOns" - presented by the NatIonal Coal ASSOCIation, Kentucky and West VlrgIma
Coal ASSOCIatIOns

• 'Vmon Management, MembershIp" - presented by UMWA, Umted Steelworkers, and AFL-CIO
representatives

• "SOCIal Safety Net" - a senes presented by PIER consultants, OECD, and World Bank

• "Coal MIne ModerntzatIOn" - a senes mcludmg presentatlOns from Peabody Coal, NCA members,
CaterpIllar, Goodyear and PIER consultants

• 'c.Busmess Planmng" - ongomg senes presented by PIER consultants and Buckley & AsSOCIates

3 US Participant Trammg/Study Tours
(1992-present)

The first PIER US-partICIpant tnp, permtttmg
RUSSian counterparts to VISIt US coal rntnes
and meet WIth US coal and government
offiCials, was conducted m December 1992
Smce that ttrne, PIER has faclbtated over 200

First RUSSian-PIER Participants m US Trammg
1992

Alexander Yeztoushenko - Mmtstry ofFuel & Energy
Anatoly Sknll - RUSSIan Coal Company
Anatoly Yovnovsky - RUSSian Coal Company
Igor Kozhuhovsky - Fund for SOCIal Guarantees
Alexander Sergeyev - NPG

46£ven today, 1here are regIOns ofRusslll where the local "secunty office", KGB legacy, demand that foreigners regtster With
therr office dunng therr stays (e g Vorkuta), some Mayors have mandated that vlSitmg foreigners receive "permlSsion
letters"
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RUSSIan coal and government partIcIpants on US trammg and study ViSItS

These ViSItS have proven cntlCal for RUSSIan partIcIpants for theIr true understandmg ofhow a market
economy functIons and how an mdustry such as coal can functIOn withm a market settmg Improved
comprehenSIOn of management structures, labor-management relatIons, government regulatIOn and
financmg have been dIrect results of RUSSIan representattves meetmg wIth theIr US counterparts
PartICIpants VISIt US mmes and the homes ofUS mmers, managers and government representatIves

Able to Witness first-hand partIcular coal mmmg eqUlpment, a workers' stnke, a management meetmg
- RUSSIan partICIpants began to grasp the mter-connectedness ofmarket operations, the mstitutIOns
reqUired to support them, and the value to person and finance of safe, well-mamtamed, modern
eqUlpment

The techruca1 benefits ofRuSSIan coal representatives seemg first-hand, moderruzed mme operatIOns
were tremendous Exposure to new and Improved technology wmch have proven to be safer, more
producttve and cost-effectIve mspired RUSSian coal partICIpants

4 Conferences (1992-present)

BUlldmg on InformatIon dtrectly proVided by US PIER staff and consultants to RUSSIan counterparts,
PIER sponsored and facIhtated participatton of RUSSIan coal representatIves m theIr attendance at
several US and mternatIOnal forums

• Annual Methane Gas Conference (Alabama)

• Annual Coal EqUlpment Exhtbitton (PIttsburgh)

• Annual Untted States Energy ASSOCiatIOn (USEA) meetmgs (locatIOn vanes)

• BI-annual Untted Nations Workmg Group on Coal General Meetmg (Geneva, SWItzerland)

• Annual USAID-sponsored Energy Meetmgs (US, RUSSIa)

• USAID-sponsored Busmess Development Conferences (Socm, RUSSIa - 1994/1995)

• Annual National Coal ASSOCIatIon Meetmg (Spnng 1995, Yun N Malshev, then-PreSIdent of
Rosugol, was mVited as the first foreIgner to speak before the annual meetmg conducted m Palm
Beach, FL)

• OEeD "SOCIal Safety Net" conferences (ongomg, Moscow, RUSSian regIOns)

PIER staffworked extensIVely With RuSSIan partICIpants m preparmg papers and speeches to present
to these forums where mternatlOnal mterest m RUSSIan coal was grOWing A great deal ofttrne was
requITed to prepare RUSSIan partICIpants on what to expect from theIr tnp abroad, often a first tIme

•
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out ofRussIa,47 and the contrIbutIOns whtch they could make to partIcular forums

5 Restructurmg RussIan Coal/World Bank (1993-present)

PIER played a pivotal role m bnngmg together RussIan and World Bank representatIves mterested
m coal sector restructurIng

a Saltlkovka "Kick-Oft'" - m March 1993, PIER presented a week-long "Coal
RestructurIng Conference" at a RussIan rest home called "SaltIkovka" where 42
Russian and 18 US coal and government representatIves discussed the tOpIC World
Bank, ILO, OEeD and Umted NatiOns representatIves were also m attendance and
presented mfonnatIOn to the forum In retrospect, It IS easy to see that thts forum was
actually a ''k1ck-start'' to the coal restructunng process, at the time, a mIsunderstood
concept Without understandable defimtiOn m the RUSSian language

b World Bank meetmgs - conducted m May 1994, two groups ofapproXlmately 20
RUSSIan government and coal representatIves met WIth World Bank staff and
consultants to dISCUSS details on RUSSIan coal restructurIng and potentIal condItIons
for World Bank lendmg The meetmgs were umque several federal and regIonal
RUSSian representatives learned for the first tIme about the state of RUSSian coal
These mcluded representatives from the State Property COmmIttee (GKI), Mtmstry
ofGeology, and Federal Employment SefVlce (FES), all ofwhtch were to play roles
m the sector's restructunng, but untIl that tIme, had been unaware oftheIr role related
to RUSSian coal

c Other Donors - PIER became the clearmghouse for all donors seekmg to contnbute
to RUSSian coal restructunng work A great deal of assIstance was proVIded by the
UK Know How Fund whtch regularly contracted for PIER sefVlces PIER proVided

• translatIOn/mterpretmg
• research
• updated wntten matenals on sector restructunng
• research for donors and pnvate consultants on Issues mcludmg subSIdies,

management, umon regulatIOns, and legIslatIOn relevant to RUSSian coal
• contnbutions to coal sector studies, and facilitatIOn ofmeetmgs and CruCIal

mtroductiOns to the vanous donors

47Seemmgly snnple detaJ.1s of travel mcluded how to transfer planes, the US customs process, usmg US telephones, and
practices ofUS hotels (e g mOVIe and mIDI-bar payments)
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6 One-to-One Advisors (1993-1995)

PARTNERS IN ECONOMIC REFORM

Throughout the course ofPIER's work, mdividual US advIsors have worked wIth RussIan coal or
government representatIves Advisones have mcluded "coal management", "government-mdustry
relatIOns", "labor regulatIOns", and dIrect work on developmg budgets, hne Items, and pnontlZmg
spendmg LImIted PIER fundmg prevented contmued support of one-to-one adVIsors

a 1992-1994 - NatIOnal Coal ASSOCIatlOnfUS pnvate coal compames worked wIth
Rosugol offiCIals on "management structure", "coal exports", "marketmg and sales",
"salanes and wages", and "mter-mdustry relatIons" NCA representatIves would meet
WIth Rosugol offiCIals m Moscow and mamtam commumcation VIa the PIER Moscow
office, InformatIOn exchange contmued and ultImately the Rosugol OffiCIalS would
VISIt the NCA representatIve m the US

b 1992-1995 - Umted Mme Workers of Amenca (UMWA) conducted ongomg
workshops and mdtVIdual adVIsones m Moscow and the coal regIOns for NPG leaders
Imbal efforts responded to the RUSSIan coal umon's desIre to learn about
"membershIp Issues", ''fundratsmg and accountmg", and ''umon orgaruzatIon" By
1994, most emphaSIS was placed on "workers' nghts and responSIbIlItIes", "health and
safety", and "mdustnal relatIOns"

c 1992-present - the full-tIme presence of PIER mIne engmeers In Kemerovo and
Vorkuta has proVIded an ongomg adVISOry to local coal mterests US PIER staff
present a regular academIc course at the local mIne mstltutes E-maIl (mstalled 1995
m these regIOns) and the contacts whIch PIER mamtams m the US have pefffiltted
WIde exchanges of mformation throughout the Kuzbass and Vorkuta coal regIons
The Tula, Urals and Rostov coal regIons have also benefited from PIER contacts

7 Techmcal AdVISOry (1992-present)

a Health and Safety EqUIpment and TraIning A WIde array of techrucal coal
mformatIon has been presented m PIER tratnmg as well as through Its US adVISOry
work One of the most effectIve ways whIch PIER aSSIsted techrucal aspects of
RUSSIan coal mmmg has been through the dehvery of sample health and safety
eqUIpment Up to $200,000 health and safety eqUIpment was donated per year to
RUSSIa under the PIER program In year one, none of the Items donated were
avatlable m RUSSIa, today, only gas detectors are avatlable

earplugs
gas detectors
gas flow meters

gloves underground flashltghts
goggles underground commumcatlon eqUIpment
reflectIve tape steel toed boots

• 51

The most demanded Item for "repeat ordenng" has been reflectIve tape At low cost,
mIles ofreflectIve tape have been donated and used throughout RUSSIan mmes The
Impact of thIs aSSIstance IS reflected m Kuzbass where an OffiCIal regulatIOn was
passed, drafted WIth PIER staff asststance, mandatmg that the reflectlVe tape be used
underground on certam pteces of eqUlpment alertmg mmers to therr danger
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Upon dtstnbutlon of safety equtpment, PIER staffpresented equtpment descnptlons
and dIrectIons for use whtch PIER translated PIER ReglOnal DIrectors morutored
the dlstnbutlOn and use of the equtpment and receIved requests from recIpIents for
addttIona11tems The sole Item never requested was the steel toed boots, unavatlable
mRussIa but found to be "too heavy" for the workers, thts IS an apparent complamt
from coal mmers worldWide

b Comm.otllty Import Program (CIP) In December 1993 an agreement between the
Uruted States and RussIa was sIgned, ''Energy and EnVironment CommodIty Import
Program" where US equtpment would be shtpped and mstalled at RussIan faclhtles
where partIcular technology would be useful mItS demonstratIon Whtle Iruttal figures
ranged upwards of $90 rntlhon, the grant IS $595 rntlhon, $526 rntlhon has been
allocated for equtpment trnports, $5 6 millton for techrucal servIces, and $580,000 for
spare parts and Bank charges The remalrung $720,000 IS contmgency
Approxunately $28 6 millton has been allocated for envIronmental related equtpment

Approxunately $24 rntlhon for energy effiCIency and coal safety equtpment has been
allocated PIER worked actIvely on thts program up unttl 1995 CIP encountered a
number of obstacles m RUSSIa and was sIgruficantly delayed dunng the course of
PIER's efforts TIns IS lIkely an example ofa USAID program whtch could have been
better trnplemented, at least for RUSSIan coal, through the USAID-supported PIER
structure, rather than callmg m new players Coal equtpment purchased through the
CIP

RadIO CommurucatlOn EqUIpment
Gas-fired power generators for use to reduce methane erntsslons
Coal dust pelletlZmg uruts
Gas analyzers, gas flow meters, water flow meters, pollutant analyzers

c Trammg, D,stnbutlon of Informatlon MSHA, NCA and pnvate US company
representattves contnbuted m provldmg m-RUSSla and US tratrung as well as open
dtstnbutlon of equtpment catalogues and manuals, handbooks, artIcles and Journals
PIER stafftranslated matenals and dlstnbuted them to relevant rntnes, mstltutes and
coal and government orgaruzattons

8 Busmess Development (1994-present)

a Public Sector ASSIstance - unfortunately, at the ttme PIER operatIons were well
estabhshed and explonng alternattve work programs for RUSSIan coal rntners who
would be unemployed by 1994, the USAID Busmess Development program was not
able to work drrectly WIth PIER m RUSSIa's coal regIons as other RUSSIan regIons
were selected for asSIstance PIER expenenced the same terntonal obstacles m earher
atternptmg to faclhtate the placement ofUS Peace Corps volunteers m Vorkuta and
Kemerovo Both these regIons were CIted by Peace Corps management as outSIde ItS
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temtory 48pIER chd manage to facilitate d1rect workmg relatlOns Wlth the Rostov and
Sakhahn-based Peace Corps offices whlch made great contnbuttons to local coal
workers m need ofass1stance

b PrIvate Sector Interest - PIER has worked contmuously with US pnvate compames
as well as European comparues mterested m selhng coal eqUlpment, estabhshmg Jomt
ventures Wlth Russ1an counterparts, or slmply researchlng local coal markets In
1994, PIER was a reclp1ent of a US Department of Commerce "CABNIS" grant
whlch mtended to bnng together US and RUSS1an coal mterests The PIER-CABNIS
program contmues to present an annual forum m Russla for mterested US comparues
and has facll1tated the slgrung of several large-sum US coal eqUlpment company
contracts

9 EnglIsh Language Trammg (1994-1995)

In response to a request from Kuzbass, PIER proVlded 2 Enghsh language teachers for one year m
Kemerovo 49 PIER requITed that 60% students takmg the course be affihated Wlth Russ1an coal,
70% ofthe students were a:ffihated With Russlan coal mcludmg as rmners or workmg m non-coal Jobs

10 TranslatlonlInterpretatlOn (1992-present)

Perhaps the least cost form ofsupport proVided through PIER was a meetmg ofthe mmds through
the wntten word A number ofUS and RUSS1an coal representat1ves have pubhshed on techrucal and
econOffilC 1ssues related to coal, PIER's translatton SerVices made 1t poss1ble for counterparts to read
the work of counterparts and to better understand approaches

At the t1me that PIER estabhshed operatlOns m Russ1a, no mterpreters or translators fully
comprehended the coal techrucal or market econOffilC concepts behlnd the words they were
translatmg PIER proVided regular trmrung for 1tS staff and mterpreters/translators whlch over the
years has resulted m md1Vlduais able to convey both techrucal coal concepts as well as market
concepts m e1ther Enghsh or Russian These 25 md1Vlduals were loyal to the work ofPIER and to
ass1stmg Russ1an coal throughout restructunng 50

48The actual reason gwen was that, for health msurance reasons, US volunteers had to be Wlthm a certam number of
ktlometers of a mam Peace Corps office and that the proposed sItes were outsIde thIs Junsmchon

49Anne Crowe and Joy Bashura worked With drlferent mstrtutes m the regton and taught from a CurrIculum whIch theyJomtly
developed

50PIER Moscow, Kemerovo and Vorkuta EnghshlRusslan-speakmg staff DlIDa Badeev, Laryssa Butrmtova, Katya
Dubma, Natasha Gassanova, Marma Gnshnukova, Mtla Ktrey, Nataha KtrpJkova, NadIa Kochelayeva, Ilha Korlov,
Veromca Koroleva, Tamara Kovaleva, Irma Maltseva, Olga Mandrugma, Oleg Polukhm, Katchya Puchtsova, Olga
Ranenskaya, LydIa Shagalma, Nataha Shagalma, Lena Shevalova, Lena SknpnJkova, Vadtm Shazkm, Oleg TalJkoff,
Svetlana Vokova, AleX! Vorontsov
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PIER In-RussIa Operatlons

US ASSISTANCE TO RUSSIAN COAL

Estabhshmg any office, more so the PIER "quasI-foreIgn" office, m the context of 1992's RussIa
requrred a senes of overwhelmmg steps Mamtammg a functlOrung office wInch could operate m
RUSSia and be hnked With ItS US home office m WashIngton, DC, had VIrtUally no precedent
Combmed WIth RUSSIan laws m constant flux and often vague, was the reahty that several levels of
bureaucracy addressed each office "Issue" Even though PIER benefited from eager RUSSIan partners,
they too were new to office start-up and operatmg a busmess-settmg m therr own country

Status as a Not-for-Profit OrgamzatlOn - RUSSIa dtd not finahze ItS law on not-for-profit structures
unttl nud-1994 and smce then the law has contmued to change In order to aVOId legal presence as
a "for-profit-busmess" m RUSSIa where unpredIctable tax and other consequences could result for
PIER, legal registratIon for PIER's "domg busmess" mRUSSIa was handled by the RUSSIan Comrntttee
on Humarutanan ASSIstance Although tIns COmmlttee dId not ordmanly handle a PIER-type
organtzatlOn, Deputy Mllnster ofFuel and Energy for coal, Alexander Yevtoushenko, was a member
ofthe Comrntttee and strong supporter ofPIER He orchestrated the reqUISIte receIpt of"tnangular"
and "rectangular" shaped stamps wInch gave legitImacy to PIER's presence m RUSSIa from 1992 on

In PIER's reglOnal offices, It was necessary to regIster With the local "SecUflty and Defense
Departments" smce the operatIOn was conSIdered to be "quasI-foreIgn" The VIsas for PIER US
nationals IlVmg m the regzons were Issuedfrom these offices WhICh actually resulted m proVldmg
more ImmedIate Vlsa response and aSSIstance than the ForeIgn MInIStry m Moscow WhICh
tradItIOnally handlesforeIgner VIsas

Office Space - despIte PIER's RUSSIan partner assurances and OffiCIal documents permtttmg PIER
to operate m ItS RUSSIa offices, all three PIER RUSSia offices expenenced mtermtttent dIfficultIes
Unexpected VISItS from local authontIes, tax OffiCIalS, and mdiVIduals who dId not Identrl)r themselves,
but were cunous about the office, were common The PIER Moscow office was VlsIted at least twIce
annually by Moscow CIty officzals who would count the number ofchazrs and desks m the office,
allegzng that thIS dIlapIdatedwoodenfumIture, WhICh came WIth the office suppbed by RUSSIan coal
counterparts, actually belonged to the CIty ofMoscow In late 1993, PIER's Country DIrector was
asked to meet With an AsSIstant to Moscow's Mayor Yun Lushkov, the Mayor appeared at the
meetmg and mqurred about PIER actIVItIes, closmg WIth "I hope you Amencans can help our coal
peoplel "

Office EqUipment - offiCIally, It IS stIll legally reqUlred that allfax machmes be regzstered WIth
local authorztles and that a small "faxfee" be pazd to them In 1992, It was VIrtually ImpOSSIble or
proInblt1ve mcost to purchase computers, pnnters, copIers and office supphes m RUSSia As a result,
PIER shtpped goods m from the US Even today, other than Moscow's foreIgn store, "Office Club",
It IS VIrtually ImpOSSIble to purchase fihng cabmets m RUSSIa, tradItIonal RUSSIan fihng systems rely
on bookshelves

Office Fmance - m hght of the new and tenuous nature ofRussIa's bankmg system, coupled WIth
stones offrozen bank: accounts or tax mspectorate removal ofbank: funds WIthout notIce to account
holders, PIER dId not open a bank account m RUSSIa untd late 1995 PIER, hke other aSSIstance
efforts, transferred funds to ItS KIev bank: account or PIER staffhand-camed funds to cover salanes
and office costs on US return tnps to RUSSIa
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Checks are stul not used m RUSSIa Pnor to 1995, credIt cards were not used and even today,
numerous operatIons throughout RUSSIa, mc1udmg Moscow, are not set up to handle credIt card
actlVlty Cash payments for everything has been common practIce, accountmg m accordance With
USAID and US standards was accompanted by RUSSIan accountmg where "hne Items" often carned
dIfferent meanmgs

Hlrmg/Payment of Staff - RUSSIan labor law, carned over from the SOVIet era, mandated hfettme
employment or benefits for employees, a mmunum of5 months notIce to "release" employees When
PIER commenced operattons m RUSSIa, many ofItS new employees mamtamed state "labor" or "blue
books" m whtch theIr work htstones were recorded by month m contemplatIOn ofreceiVIng a State
funded penSIOn at retrrement

PIER could not legally "stamp" the books as a quasI-foreIgn enttty, PIER's NPG RUSSIan partner
took on thts responSIbIlIty and stamped PIER staff labor books through 1995 By 1995, It became
clear that the penSIons of SOVIet days were gone and most PIER employees dIscarded therr labor
books, NPG contmues to stamp the books for PIER employees who WIsh to contmue the process

RUSSIan legislatIOn posed an unrealIstIC payment system and tmposed reqUIrements of employers
wmch often needed enttre days ofdtSCUSSIOn, ''bramstormmg'' With RUSSIan counterparts, and memos
to Washmgton Up untt! 1995, PIER RUSSIan employees were paId a day rate whtch kept
bookkeepmg to a mmtmum Monthly salanes patd thereafter, espeCIally for non-profit structures,
were more cumbersome Accordmg to RUSSIan legIslatIon, as recently as 1997, an employer paymg
an employee must

1 make "corporate msurance payments", taken outSIde ofan employee's salary, totalIng
39 5% ofeach employee's salary covenng state funds

a pensIon fund
b medIcal msurance
c SOCIal msurance
d employment fund

28 0% ofeach employee's salary
3 6% of each employee's salary
5 4% ofeach employee's salary
1 5% of each employee's salary

2 Corporate taxes, also taken out of an employee's salary, totalmg 2% of each
employee's salary

a transport tax - 1% of each employee's salary
b educatIon tax - 1% ofeach employee's salary

3 Taken from the employee's salary, but patd by the employer to federal tax offiCials

a msurance payment to the PenSion Fund - 1% ofsalary
b mcome tax accordmg to salary categonzation (1996-97 chart below)

Only after the employer has made all of the above payments (Items 1,2,3) to the reqUISIte bank
account and all necessary documents are submItted (each month), wIll the Bankpermit transfer of
funds to pay employee salarIes, absent the mcome taxes CIted m sectIon 3
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Total Monthly Income

less than 12 nnlhon rbs

12-14 nnlhon rbs

24-36 nnlhon rbs

36-48 nnllIon rbs

48 nnlhon rbs and over

US ASSISTANCE TO RUSSIAN COAL

12%

1 44 rrulhon rbs+ 20% portIon
exceedmg 12 nnlhon rbs

3 8 nnlhon rbs+ 25% portIOn
exceedmg 24 nnlhon rbs

684 nnlhon rbs + 30% portIOn
exceedmg 36 rntlhon rbs

1044 nnlhon rbs + 35% portIOn
exceedmg 48 rntlhon rbs

PIER employee salanes, after all reqUIsIte payments were made, were decreased by 54 5% whtch
often generated a need to pay an employee a shghtly htgher wage (e g mstead of $500 per month,
$700), so that he or she would actually receIve a hvmg wage

USAID and PIER

By November 1992, an USAID MissIOn had been estabhshed next to the US Embassy offthe Garden
RIng road, Just behmd the RUSSIan Whtte House Under the dIplomattc leadershtp and expenenced
orchestratIOn ofMIssIon Drrector James Noms, PIER receIved CruCIal understandmg and support
By 1994, Gene George entered the MIssIon responsIble for Energy, Envrronment and Technology
EnvIronment WIth Deputy Ron Leasburg, both provided strong support and fleXIble approaches
toward assIstmg the rapIdly changmg RussIan coal sector

At least between 1992 - 1996, an "open door" pohcy at the USAID Moscow MISSIon perrnttted an
lffipOrtant exchange ofIdeas amongst USAID and contractor staff The prevathng attItude was one
of mVItatton whtch has resulted m lastmg camaradene for Amencans and RUSSIans who worked
together As the MISSIOn grew larger, the mtImacy mspIred by the dIfficulty of work m RussIa
matured mto sohd development prograrnrntng and well-tramed staff

USAID WashIngton, DC-based offices made Important attempts to fully comprehend the dIfficultIes
and Issues facmg the field offices whtle balancmg demands of an anxtous PreSIdent and skeptIcal
Congress The Impact ofthe 1994 US congressIonal electtons was felt m "the field" WIth mcreased
VISItS and calls from congressIOnal staffand mqmnes ofPIER's Moscow and Washtngton offices The
mcreased congressIOnal SkeptICIsm ofUSAID efforts m RUSSIa was pOIgnant and counter-productIve
to PIER and other Important aSSIstance efforts

SpeCIfically, USAID reportmg requrrements were changed several tImes m order to respond to
Congress' skepttcIsm, more quantIfied mformatlon (e g number of workshops and attendees per
event) and reVIsed chart-formatted reportmg were requrred where "performance mdIcators" and other
benchmarks were recorded as rntndsets changed throughout RUSSIa and VIbrant new polICIes were
evolVIng
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Iromcally, at one pomt followmg congressIonal outcry on the questIonable use of US government
funds m RUSSIa, there was a sImultaneous "push" to get money "movmg" m RUSSIa When PIER
stafflearned oftlns "push" from the USAID Energy Office m August 1994 (then managed by Charles
Moseley), It responded to USAID's call for ''US PartICIpant tralntng groups" PIER IdentIfied 20
avaIlable and Interested RUSSIan coal managers from throughout the country wltlnn one week of
USAID notrficatIOn These 20 managers responded ImmedIately to PIER's InqUIry on participatmg
In US-based management tratmng These responses reqUlred VIsa applIcatIOns, photos, medIcal
affidaVIts and a VIsa proceSSIng fee of $20 00 WIthIn 60 days, PIER processed VIsas, prepared
logIstIcs and Implemented the US tratmng PIER's ability to proVIde rapId response was a dIrect
result of close tIes establIshed WIth ItS RUSSIan partners and enthUSIasm to budd the program

PIER representatIves spent sIgmficant tIme m RUSSIa's coal regIOns explatnmg In detad the work of
USAID, and m ttme, that ofthe World Bank None ofthe bi or multI-lateral donors had work lnstory
In the Former SOVIet Umon, InfOrmatIOn about theIr purpose, lnstory, and goals In RUSSIa was
constantly sought PIER representatIves mcorporated tlus mformatIon mto therr traImng and adVISOry
actIVItIes "Government aSSIstance" carned a very negatIve connotatIOn for RUSSIan counterparts,
a veIled form of control and oversIght, the Idea of US Government aSSIstance - In RUSSIa - was
suspect

PIER Rev,ews

Release ofa GAO audtt, completed m 1994-1995, on PIER work In RUSSIa, was extremely favorable,
WIth PIER bemg Identtfied as one of the most effectIve USAID aSSIstance programs In RUSSIa Tlns
audIt drew the attentIOn ofthe US Congress and USAID staff and PIER work flounshed

In Internal USAID program reVIew contracted to Booz-Allen & Hamtlton consultants, program
reVIewers reflected on PIER

"PIER makes It pOSSible to bnng together the disparate groups who must find a modus vlvedl
that promotes and effects sectoral reforms The PIER representative 1D RUSSia IS virtually the
only person who can get everyone together ThiS represents a umque contributIOn for which
the program can be Justly proud"

Independent finanCIal audIts ofPIER have been conducted by Lane & AsSOCIates

57 UNITED STATES AGENCY FOR INTERNATIONAL DEVELOPMENT



PARTNERS IN ECONOMIC REFORM US ASSISTANCE TO RUSSIAN COAL

UNITED STATES AGENCY FOR INTERNATIONAL DEVELOPMENT 58



US ASSISTANCE TO RUSSIAN COAL RESTRUCTURING RUSSIAN COAL

RESTRUCTURING RUSSIAN COAL

In 1993, somewhat at the behest ofRusstan federal government authonttes, but more m response to
the emergmg realtty ofRussta's changmg economy, a formal process ofrestructunng the Russtan coal
sector was commenced by Rosugol, the State coal company A sector whtch recetved an average of
$USD 2 1 btlhon m annual federal substdy support, wIth httle budgetmg and lumted accountmg, IS
now subject to RUSSIa's market-onented settmg, mcludmg drastIc cuts m federal support and
mcreasmg medta attentIOn

Smce 1993, State support to the RUSSIan coal sector has been sIgmficantly reduced as a portIon of
RUSSIa's overall Gross Domesttc Product ratto (GDP)

1993 096-104% GDP
1994 10% GDP
1995 0 70% GDP
1996 0 46% GDP
1997 3 Qtr actuals/4th Qtr budget 0 24% GDP
1998 projected at 0 19% GDP

In 1993, 77% ofcoal sector costs were federally funded, by 1995, federal support had been reduced
to 31 % of total cost, current federal fundmg compnses 22-25% ofmdustry cost 51 What IS most
sIgmficant about the changes m federal coal support IS thetr new attentton on SOCIal support

Federal coal SubSIdIes have changed m
compositton and have been reduced A growmg
percentage of federal SubSIdIes support reform
WIth the rematmng percentage focused on costs
for whtch any pnvate enterpnse would be
responsIble (e g operatmg losses, eqUIpment
purchase, new mmers)

% of Federal Coal SubSIdIes
Supportmg Reform

1996 - 96%
1997 - 27% 3rd quarter

33% forecast
1998 - sIgmficant mcrease antICIpated

Ifto emerge as a sustatnable sector of the RUSSIan economy, RUSSIan coal Will need to mobthze non
federal budget capItal, moderrnze, and better tap mto markets demandmg coal products Great
emphasIS IS now focused on the SOCIal protectton of hundreds of thousands of people endunng lay
offs and mcreasmg job uncertamty resultmg from coal sector restructunng

ConservatIve figures mmcate that close to one rntlhon people were drrectly employed by RUSSIan coal
before 1992, that m 1993, there were 826,000 dIrect coal employees, reduced to 729,000 by 1995,
approXlmately 640,000 people are dIrectly employed m RUSSian coal today In addition to the

StIn early 1993, PIER experts estnnated that upwards of90% of federal coal SubSIdIes were dIrected toward supportmg non
VIable mmes and mvestment m questIonable modermzation or rome bwldmg projects As recently as 1996, RUSSIan federal
coal SubSIdIes have been used to "prop up" meffi.cIent production and new mvestinent
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sector's dIrect support of these mdlV1duals, a number of econOffilC benefits are extended to coal
commumtles, farntltes ofdeceased ffilners, non-coal employees, and as recently as early 1997, up to
20% Russian coal employees were "workmg pensIOners" 52

Key Russian Coal Restructuring Issues Identified by PIER-1992

• undefined federal SubSIdIes, non-eXistence of "hne Items" allowed for ffilsallocatlon,
redlsbursed federal funds and finanCIal reportmg based on what "was" spent, not forecasted
expendItures,

• over-employment, compared to other coal producmg countnes, mgh labor and SOCIal costs,
compared WIth amount ofcoal produced and number ofworkers, uneconoffilC,

• antIquated eqmpment and lack of spare parts, lack offundmg has prevented moderruzatlOn,
Improved ffilIDng conwtlOns,

• coal pnces were controlled and mamtamed at arttficlally low levels and operatmg losses were
conSIstently covered by federal SubSIdIes to the sector,

• cross-subsldlzatlOn ofloss-makmg and profit-makmg mmes prevented the emergence ofthe
truly VIable portIon ofthe RUSSIan coal sector,

• decades of centrahzed management of the coal sector, transport, eqmpment purchase and
consumers resulted m mghly mexpenenced ffild-Ievel managers,

• mstonc mexpenence m "pnontlzmg" expendItures based on market pnnclples (profit, cost
effectlveness) resulted m the expanslOn of the sector m regIons where market demand dId not
exist, e g over-purchase ofcertam eqmpment by local managers, bmldmg ofgyms, vacatIon
homes, spas,

• state ownershtp and control ofall company assets and productlOn requmng mstltutlOnal reform
at all levels

As oflate 1997, slgm:ficant "unbundlmg" ofRUSSIa's energy sector has been achteved Changes made
wlthtn the RUSSIan coal sector have been so tremendous that where certam sector reforms once
seemed at nsk of reversal, they have now become mstItutlOnallzed and only at nsk of modtficatlOn
or redeSIgn

S2J{ugSta'S federal pensIons are notonously low, forcmg pensIOn age mmvlduals to contmue workmg Federal law Permlts
men over 55 and women over 50 to pensiOns or those who have worked 20 years underground to collect pensIOns, allowmg
a 40-year old to receive a pensIOn
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Concepts such as "competItlOn" and "econonuc VlabIhty" have replaced former ones of "planned
productlOn" and ''long-arm'' sector management Thts does not Imply that ongomg changes WIll not
Impede market development, but the news IS encouragmg as certam structures mherent to a true
market are bemg supported by the RussIan Government and coal sector

Determining to Restructure

Status quo m the oversIght and control of the RussIan coal sector was mamtamed unttl late 1995
when mcreased World Bank mvolvement m RussIan coal prompted RUSSIan government officIals to
reassess coal sector operations Pnor to that, a number ofUS assIsted actiVities proVided RussIan
leaders Wlth lllSlght mto the breadth of changes whtch would have to take place IfRusslan coal was
to succeed m a market context

In March 1993, PIER conducted an unprecedented week-long conference on ''Restructunng RUSSIan
Coal" where over 40 RUSSIan coal and government representatIves dIscussed Wlth 18 US coal and
government representatives, as well as USAID, World Bank and other donor partICIpants, the steps
toward restructunng Thts "kick-off' geared toward openmg the mmds of RUSSIan counterparts
evolved mto lastmg partnershtps whtch contmue to work toward reform

It was here that RUSSIan coal OffiCIalS began to recogmze that the sector had been vertIcally
mtegrated, httle attentIon had ever been given to coal's relatIonshtp to transport, electnc power, and
other consumers ofcoal The entrance ofgas, some Pohsh coal, and relatIve cut-off from Kazak coal
for parts ofSlbena placed Slgmficant pressures on RUSSIan coal sector managers to adapt to changes
out oftherr control which greatly lffipacted therr mdustry Consumer demand was galmng Importance
as was cost, pnce, and demand

Stmdarly, operattons would have to be downsIzed mc1udmg mmes bemg closed and workers lald off,
these steps had not been contemplated by RUSSIan coal m the past Where a mme sectIon was
depleted, workers were transferred to newer, nearby mmes to work The concept of actually c10smg
RUSSIan coal mmes Wlthout opemng new ones was one whtch took Up to three years for workers and
managers across the country to comprehend Once accepted, the Issues ofwhich mmes to close and
what to do WIth unemployed workers loomed large

In May 1994, a USAID-funded tnp to the Umted States was proVIded to 40 federal and reglOnal
RUSSIan government, coal management and worker representatIves The focus of the ViSIt was m
Washmgton, DC where an unprecedented meetmg With World Bank representatIves was conducted
Many ofthe 40 partlClpants had never known that theIr Mtmstry or government department had ties
to RUSSIan coal sector operations, tills awakenmg was the begmmng of actIve mter-Mtmstry
partICIpatIOn, through the Inter-Agency Coal COmnuSSIOn, not always deSIred by RUSSIan coal
authontIes, notably those at Rosugol

By late 1995, the World Bank had taken a lead role m gUldmg RUSSIan coal reform USAID
sponsored three studIes to support World Bank work whtch mc1uded (1) coal enterpnse finance,
(2) SOCIal safety net m coal reglOns, and (3) federal SUbSIdy dlstnbutlOn to RUSSIan Coal
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Context ofRussIan Coal Restructunng

US ASSISTANCE TO RUSSIAN COAL

The context m whtch RUSSIan coal restructunng began m 1992-1993 was one Ignorant of market
mechamsms and support, but one full ofhope

• ExpectatIOns of western onlookers grew beyond what RUSSIa'S reahty could dehver, western
academIcs competItIvely apphed econOmIC theory whtle dIplomats attempted to dIscern from
RUSSIan OffiCIalS "theIr plan", the htstonc umqueness of the changes leVIed on RUSSIa by 1992
were not to be so neatly defined and responses to the changes contmue to evolve,

• Strong remnants of the commumst legacy eXIsted wlthm the RUSSIan populatIOn, penods of
extreme uncertamty have emerged dunng tms tranSItIon Most memorable IS the October 1993
fal1ed, but deadly, coup staged by natlOnahsts on RUSSIa's Parhament bul1dIng, the "Wmte
House" In March 1994, RUSSIan troops were dIrected to fill the mam streets ofMoscow when
a referendum vote was put to the RUSSIan people confirmmg whether to move toward democracy
In 1996, PreSIdent Yeltsm's heart surgery gave RUSSIa's new market pause, and a renewed sense
ofJust how tenuous the country's changes had been, surfaced,

• Not untl1 1992 was the law wruch made "commerce" and ''busmess'' 11legal, revoked, untl1 thts
tIme, "bUSInessman" was a useless term Once the term became useful, and legal, It was used
broadly m comphmentary reference to anyone managmg to do well and make money dunng
market changes A comphment, "he's a real busmessman",

• The term "pnvatIzatlOn" was not used m the RUSSIan language or understood as a concept,
"preevatIzatze" IS the phonetIc RUSSIan, Rosugol's three FIrst DeputIes at the tIme mVIted me
''urgently'' to an office where we shared small talk and then one ofthem, m what I recogmze now
to be an extremely bold move, asked me to explam "pnvatIzatIOn" and to help them "pnvatlZe"
Thts type of call for major help became more frequent and ofgreater and greater magrutude,

• Smularly, "restructunng" was not a term ever used m the context ofRussIan mdustry or busmess
operatIons ''Restructunzatzee'' IS the phonetIc RUSSIan, the Impact of the reahties of thts
relatIvely new term are generally deemed to be a "necessary eVil" by managers and a plam eVil by
workers,

• By mId-1993 through mId-1995, a notIceable use of the RUSSian term "rancht" translated as
"earher", commonly referenced pre-1992 economlc, SOCIal and pohtiCal contexts m a favorable
hgbt Thts was a subtle, frequent use oflanguage used to express frustratIOn and wonderment
whether the future would, In fact, offer a better hfe than "rancht",

• By late 1993, a growmg number of foreign, particularly western, commentary on the ments of
rapId pnvatlzatlon, lmmed1ate restructunng and "shock therapy" filled RUSSian news The World
Bank was more actIve m a growmg number of sectors and more and more RUSSIans had the
opportumty to travel abroad and Witness first hand the alleged results ofpnvatlZatIon The tIme
was excitmg, confusmg, and full ofhope, the calm before the storm,
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• RussIan coal naturally mamtamed entire commumty mfrastructure wmch consIsted ofnon-coal
"ancillary" operaTIons health care, roads, water and sewage, electnclty, gas and coal dlstnbutlon,
kIndergartens and mstltutes This mdustnallegacy ofthe SovIet era, today referred to as "socIal
assets", contmues to pose slgmficant finanCIal and managenal problems for coal commumtles,

• RUSSIan government, coal sector and commumty leaders charged wIth the task of "reformmg"
RUSSIa's coal sector had absolutely no market expenence or ever worked outSIde a centrally
controlled settmg, these people became responsIble for developmg the mstltutlOnal framework
mwmch refonns would take place as well as redeslgmng coal mdustry mfrastructure to support
refonns, basIc management skills, mcludmg decision-malang and leadership, needed to be qmckly
developed

The begmnmgs ofRussIa's seemmgly determmed, but notIceably awkward, tranSItion to a market
economy was wrapped mItS slffiultaneous attempt to budd a democracy The POhtlCal tendency was
to preserve many of the histonc benefits of central plannmg which mcluded econOmlC secunty
Economlc and pohtical refonns were lmtlally mseparable, and support for market refonns m 1992's
RUSSIa presupposed support for democracy

Smce mld-1995, great emphaSIS has been placed on consohdatmg Viable coal operatlOns and releasmg
non-coal (SOCIal assets) aCTIVitIes to mumclpal and pnvate sector control

The RUSSian coal sector dId not stand as the sole mdustry subject to sweepmg econOmlC and
structural changes as the course of RUSSIan refonns unfolded No sector was untouched by the
economlcally vlOlent changes and unforeseen SOCIal havoc wmch accompamed restructunng
throughout RUSSIan mdustnes

Steps to Market

Changes mRUSSIan coal management structure, subSIdy management, pncmg, mdustnal relatIons and
sector strategy must be taken m the context ofan tnfantde RUSSIan market, m eXistence five years at
most BasIC market foundatlOns, taken for granted m the west, have reqmred long debate and short
term educatlOn throughout RUSSIa Some cntlCal "first steps" taken by the RUSSIan coal sector smce
1993

• Deslgmng an "Industry Strategy" atrned at Restructunng
• ReallocatlOn ofFederal Coal SubSIdy Funds
• Estabhshment of SOCIal Safety Net
• CornmerclahzatlOn/PnvatlZatlOn ofthe Coal Sector

These steps were supported WIth sIgmficant bi and multI-lateral mputs whtch contmue today Absent
thIs asSIstance, RuSSIan coal sector restructurmg would not be movmg as qUickly or favorably toward
market operatlOns, gUidance and ongomg mput IS still reqUired m what remams a tenuous and
evolvmg mdustnal settmg
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A Deslgmng an "Industry Strategy" aimed at Restructurmg

The RussIan coal industry was htstoncally vertIcally integrated, httle attentlOn was ever given to
industry relatlOns with transport, electnc power and coal's consumer base Coal managers in
Moscow leVied a heavy hand in directing the flows of coal, cash and consumers throughout the
country "Industry strategy" compnsed a "five year plan" beholden to Commumst Party whim and
Moscow egos

By mld-1996, actIOns bemg taken by the RUSSIan Government reflected the recogmtIOn that the
econorntcs of scale m coal productIOn were no longer a suffiCIent consIderatIon to dIctate that coal
should be a natural monopoly In an attempt to realIgn the way the sector has operated, sIgmficant
steps toward decentrahzmg the sector are bemg taken As opportumtIes and responslblhtIes of coal
restructunng were Identrfied, the number offederal players addressmg the Issue mcreased

Between 1992 and 1997, a spht in the federal approach toward coal sector restructunng has clearly
emerged Rosugol as the most powerful, knowledgeable and well-pOSItIOned federal coal structure,
attempted to lead the process well mto 1995 However, by late 1994, the Mtmstnes ofEconomy and
Fmance, workmg WIth USAID and World Bank representatIves, began to take a greater and even
competItIve role m presentmg federal plans for coal reform

Rosugol

In 1993 and 1994, a senes ofdocuments were pubhshed by Rosugo~ the MinIstry ofFuel and Energy,
and VarIOUS coal mstItutes on mdustry restructunng PIER consultants, pnmanly proVIded through
Its partnershIp WIth the US NatIOnal Coal AsSOCIatIon 53, as well as UK Know How Fund consultants,
most ofwhom were former BntIsh Coal managers, worked WIth Rosugol counterparts In retrospect,
It IS clear that no consultant could have fathomed what dIrect Impact hIslher contnbutton would have
on RUSSIa for years to come

UltImately, a document referred to as ''BaSIC Trends" was pubhshed m July 1994 and contmues to
be used as the foundatIon for RUSSIan Coal's "mdustry restructunng strategy" The document was
prepared by Rosugol, the RUSSIan Coal Markets InstItute and other RUSSIan coal mstltutes In late
1995, World Bank representatIves mformally adopted thIs document as the RUSSIan Government's
"road map" for sector restructunng

Incorporated m the pubhcatlon of ''BaSIC Trends", was a first step already taken by RUSSIan coal
OffiCIalS toward desIgmng an mdustry strategy In 1993, the RUSSIan Coal CorporatIOn had dehneated
all RUSSIan coal mmes mto four categones "VIable", "Not VIable", ''VIable and hkely to remam
VIable", "VIable and not hkely to remam VIable" The latter two categones were combmed as "rntd
level mmes subject to change"

53In 1995, the NatIonal Coal ASSOCIatIon became the "NatIonal Mmmg ASSOCiatIon"
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Tills categonzatlOn of nunes requlfed that a new "market approach" to coalfield and coal enterpnse
analySIS be taken, coal quahty, cost-effecttve transport, labor costs, and actual coal demand now
reqUIred conslderatton Dunng PIER VISItS to RUSSIa's coal regIons, a senes of semmars on "coal
mme assessment" were presented (1992-1994) where these Issues, as well as baSIC market Issues
(cash flow, competttton, debt/credIt), were addressed

The categonzatlOn of RUSSIan coal nunes was shockmg to local nune managers, workers and even
many federal OffiCIalS who had not been tramed or raIsed m an econorruc settmg where financIal
pnonty was ever given to an enterpnse Well mto 1994, RUSSIan officIals and workers held httle
behef that tradItIonal federal coal fundmg would actually subSIde

The categonzatlon caused even more sensatIOn, kept as a "commerCIal document" by Rosugol,
perrruttmg VIrtually no local managers and certamly no umon or medIa representattves to lruttally
examme willch mmes fell mto each category Tills categonzatton was perhaps the smgle-most
defimng act taken by RUSSIan coal OffiCIalS to commence the tumultuous path toward sector
restructunng PIER representatIves were presented the categonzatlon documents and ultImately
convmced Rosgul OffiCIalS to pubhsh the mformatlOn to mme managers, umon leaders, and the World
Bank

It was announced m late 1993 by Rosugol offiCIals, that 42 "Non-Viable" nunes would be closed,
commencmg that year What would later become clear was that the hst of 42 mmes would be
expanded to mclude the second hst ofnunes that "were hkely not to be VIable" resultmg m a total of
108 mmes to actually be closed The harsh reahty ofRosugol's approach to mme closmg IS that by
the end of1997, up to 100 RUSSIan coal nunes and sectlOns wtll hkely have been closed, over twIce
the number of mmes "offiCIally documented" to be closed

MIniStry ofEconomy and Other Federal Players

A draft on federal pohcy toward coal sector restructunng was prepared by the Mtrustry ofEconomy,
Coal Department, however, ItS comphclty and faIlure to prOVIde tangible steps to be taken toward
reform ulttmately prevented the document from bemg adopted by federal authontles Instead, the
''BaSIC Trends" document was modtfied by Mtrustry ofEconomy and Mtmstry ofFuel and Energy
representattves and presented It as RUSSIa's federal coal restructunng pohcy

In conJUllctlOn WIth the Mtrustry's attempt to proffer a federal pohcy, It "ordered" regIonal coal
authonttes to present regional coal restructunng plans These plans were worked out at the regional
level WIth mputs from regional governments, coal OffiCIalS and local coal and government OffiCIalS
The plans were drafted m accordance WIth an outlme presented by the Muustry ofEconomy whIch
mcluded

• Number ofWorkers (coal/non-coal)
• Number ofmen/women (ages)
• Tons ofcoal produced annually (steam/cokmg)
• Number ofmmes to be closed
• Job categones m region
• Alternattve Employment OptlOns (cost)
• ProportIon federal/other capItal reqUIred for Job creatton
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• Number of schools, anCIllary facIltttes supported by local coal
• Percentage of SOCIal assets transferred from coal mdustry to murucIpaltty
• Amount of fundmg requrred for SOCIal support dunng next 3 years

The first regions to present plans between 1994-1995 were Kuzbass, Pechora, Rostov, Twa and the
Urals Dunng 1996-1997, plans for the Far East mc1udmg Pnmorskt and Sakhallm have been
submttted

The plans were lIl1t1al1y subnntted to the Mnnstry ofEconomy untIl early 1995 when the Inter-Agency
Coal COtnmlSSlOn began to function as a regular overseer ofcoal reform For the most part, the plans
were dlsastrous and demonstrated an overwhelrrnng lack ofunderstandmg at the reglOnal and local
level concerrung economtc development The plans reflected contmued expectatIons of mcreasmg
State support and control

Whtle these plans went through the process of reJectlOn, redraftmg and ultImately, approval from the
Inter-Agency Coal COmmlSSIOn, Rosugol's movements toward restructunng were bemg earned out
a rapId pace, beyond the scope of regiOnal plans and the law Between 1996 and today, the regiOns
have been forced to play "catch up" and have been shocked mto understandmg the bold steps whtch
must be taken If local economtes are to functton absent State coal support and Rosugol oversIght

Industry record-keepmg

RUSSIan coal and other enterpnse work was not htstoncally tted to finance and poltcy, but rather, all
operatIons were "fit" mto a plan, figures were altered to meet mdustry plans whtch were generated
from Moscow WIth ltttle conSIderatiOn of real productiOn and cost Issues S4 Industry records
mamtamed dunng SOVIet tImes were falSIfied and even today, accurate mformatton IS not readtly
avatlable or mamtamed

In order to achIeve the masSIve restructunng ofRUSSIan coal now sought, more transparent systems
are needed to proVlde reqmsIte mformatlon whtch can support real market competItIon Informatton
tradItiOnally mcluded m a corporate annual report m the west can take months to acqurre concerrung
RUSSIan coal, cauttously preserved by OffiCIalS as "commercIal secrets" Thts mformatiOn mcludes
the number of workers at a plant, plant locatton, members of the Board of Drrectors, and salary
InformatIon Often, InformatIon receIved today on RUSSIa's coal mdustry IS maccurate, a number of
reasons eXIst for thts lack ofaccuracy

• hIstonc lack ofappreCIatlOn and need for "real" mformatlon and htstonc practtce of falsIfYmg or
embelltshtng InformatIon to meet productton goals or work plans,

• lack of"know how" concerrung what type ofmformatlon IS actually needed to support market
development, what should and should not be shared, how to collect and update mformatton,

54 An example ofdrlfenng practIce IS reference to a Russlan accountant or bookkeeper at a coal rome where "productIon"
has tradItIOnally referred to how much a worker actually worked, rather than the reference generally attached to the term m
coal mmmg • how much COallS produced
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• lack of tools (equtpment, survey mstruments, tramed people) to collect and mamtam key
mformatIOn,

• tax pohcles are generally unreahsttc toward promotmg market structures and deter accurate
presentatIOn ofaccurate financial mformatIOn,

• weak enforcement of tax practtces and hmtted cnmtnal prosecution of tax, busmess and labor
practtces' cnmes m Russia smce 1992 has not mspIred transparency

In 1994 PresIdent Yeltsm decreed that Russian accountmg practtces would be altered (they had
already been altered once m 1992) These practices contmued not to meet western standards Tills
evolutIOn m accountmg contmues today, notably wIth mcreased mterventtons of the InternatIOnal
Monetary Fund (IMF) and World Bank

As of 1996, m the wake of mcreasmg World Bank partIcipatIOn m coal reform m RUSSia, more
detaIled accountmg systems and audit practtces are m place There remams a sIgmficant need for
trammg and oversight m general record-keepmg under a market settmg willch extends beyond the
coal sector to government and other mdustnal and busmess sectors m RUSSIa Contmumg reform of
RUSSia's tax system and legal enforcement of same WIll hkely msplre Improved accountmg practtces

1 Increase understandmg, bu.ld w.ll toward reform

The realIty of the changes forced on RussIa's populatIOn has been harsh Former systems were not
based on CItIZen demand However, If market reforms are to be secured m RUSSia's coal sector, the
strength ofnew, mter-connected relatIOnsillps amongst government and coal offiCIals and RUSSian
CitIZens, are CruCial Between 1991 and 1994, PIER conducted a vanety of workshops on these
market relatIOns, relevant to RUSSIan coal, and mcluded partICIpants from the Mtrustry ofFuel and
Energy, the Mtrustry of Economy, the RUSSian Coal CorporatIOn (Rosugol), the Fund for SOCIal
Guarantees55

, and the NPG 56

Gathenng and usmg Information on how economtc and other reforms are Impactmg RUSSia's coal
regIons has reqUlfed sIgruficant techrucal aSSIstance lruttally provIded by USAID through PIER, UK
Know How Fund, and currently World Bank lendmg RUSSian offiCIals are sttlliearrung about the
relevance of the Informanon gathered whIch proVIdes them WIth mSIght mto what steps can be taken
to promote economtc change willIe presefVlng SOCial stabIhty

55The Fund sought to become a PIER partner and has always worked closely WIth PIER, then-PresIdent ofthe Fund for
SOCIal Guarantees Igor S Kozhuhovsky, IS now Deputy Munsby ofCoal m charge of sociallSsues m the Munstry ofFuel
and Energy; pnor to this he served as the Head ofthe Coal Department m the Munstry ofEconomy and has been a cntlcal
Imk between the R.uss1an Government and World Bank A slIDllar "Coal Fund" led by Pavel Kochenov was created under
the auspIces ofRosugol and worked closely WIth the traditlonal Ulllon, 1hlS Fund ultnnately led to the demlse ofRosugol
fmancmg of the Fund for SOCIal Guarantees wlnch, by late 1994, was forced to receIVe drrect federal support from the
Mnnstry ofFuel and Energy

56Addtttonal parttclpants were always welcome, mevttably, each parttclpant would brmg other parttcipants from vanous
mme and energy mstltutes as well as the tradittonal umon and other Mnustry representatIVes
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SOViet survey styles are still used and generally neglect needed detaJ1 An example comes from a pre
1992 Goscomstat (State Stattstical Cotnmlttee) survey form on "Llvmg Standards" whIch mqUlred
ofCIty offiCIals the cost ofbread mthe commumty, but faded to mqUlre on the average wage and age
ofcommuruty members

The Improved collectton of data and dlstnbutlon of results m Russian smce 1993-1994 have often
surpnsed the country's readers, e g whtle most Moscow-onlookers beheved the Sibenan and ArctIC
coal regIOns would suffer most dunng restructunng, results demanded that closer attention be patd
to southern RUSSia (outer areas ofRostov regIOn) and the Moscow region (Tula regIOn), as well as
to the smaller commurutles Wlthtn Sibena, rather than Sibena m Its entirety

Commencmg m 1994, With the assistance of local "socIOlogical mstitutes", PIER worked With the
commurutles ofVorkuta and Kemerovo to assess local commuruty, labor and coal enterpnse needs
and expectatIOns The results mdicated great dlsbehefthat any real econOffilC or SOCial change was
tmrnment and that the CItIZenry ofthese outlymg regions beheved that most change would take place
m Moscow Thts sentiment was found to be common among local government offiCials, coal
enterpnse managers and CitIZens

The one group excepted from thts mentahty was NPG, however, whtle NPG members anticipated
change, their responses revealed that they too were unaware ofthe seventy of change

Q where do you see yourselfmfive years? m ten years?
A workmg m the coal ffilne On penSIOn m 8-9 years
Q IS there any other employment you would seek?
A no
Q what ITyour ffilne ceased to operate?
A I would work at another ffilne, but my ffilne has many years left

(NPG member survey response, March 1994, Chergavskaya Mme, one of the first ffilnes closed m
the Kemerovo region m November 1994)

By 1995, the "will" m favor ofrestructunng had been gatned more as a matter of there bemg no
alternatIve optIOns than actual deSire Commuruties were under econOffilC SIege and the finanCial
support formerly prOVided by local coal enterpnses was qUIckly dtsappeanng

Rosugol commenced a rapid, Ifnot cruel, ffilne closmg program whtch, by ffild-1995 was regularly
closmg mmes and mme secttons Without proper notice to workers or SOCial safety net prOVISIons
BarbarIC scramblmg for pOSitions, supphes and federal funds was coupled With the prospect that the
entIre RUSSIan coal mdustry could shut down The "Will" to reform RUSSIan coal has stemmed more
from the econolntC defiCit mwhtch the sector eXisted, rather than a uruted call for change Increased
understandmg ofsector reform has come gradually throughout Russia's coal regions, unfortunately,
the understandmg has come as a dIrect result of ffilne closmgs or cessatIOn of productIOn WIthout
notice
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2 Legal and Regulatory Reform

RESTRUCTURING RUSSIAN COAL

Inputs from foreIgn adVIsors, assessment oflocal needs and the reahties ofthe larger economlC and
socIal changes throughout RUSSIa smce 1992 have guIded RussIan government and coal offiCIals
toward supportmg partIcular changes m the country's fledghng legal system Much ofRUSSIa's law
IS still mandated VIa "PresIdentIal Decree" 57 The changes needed If to support a market coal sector
are vast, those made thus far are remarkable

Laws Promotmg Market Operations

1991

1993
1994

1994
1995·1996
1996-1997

1997

Resolution ofthe Supreme SOVIet No 3020-1, December 27, 1991
assets excluded from pnva1:lzatlon, mamly SOCial assets, are to be transferred to
mumcipahtles
PreSidential Decree - Liberahzatlon ofCoal Pnces
"BasiC Trends" pohcy statement from RUSSian coal authontles, adopted by RUSSian
Government
Resolution 1702 - Separation ofcoal and non-coal assets
"Coal Law" by Duma, potentially negative tmpact on market reforms W11hm Coal Sector
Draft "Trost Management" law atmed at commercmhzatlon of a mmtmum of25% RUSSian coal
sector, pendmg
PreSidential decree - DIssolution ofRosugol- mcreasmg decentrahzatlon of sector control

Legal and regulatory reform takmg place Wlthm the coal sector must be reconcIled Wlth RussIa's
other still-evolvmg laws and pohCles mc1udmg those on dIsability, penslOn, unemployment, worker
nghts, export-Import regulatIons, and corporate and mdividual taxes Certam cntlCal areas remam
WIthout legIslatlOn, some measures have been taken to address these areas and It IS expected that
eIther new practIces or legIslatlOn Wl11 be put m place to assure

• payment ofworkers, enforceable worker contracts and methods to enforce payment clauses,

• Improved management ofcompany shares, property,

• ehmmatlOn of coal allocatlOn schemes and export quotas,

• termmatlOn of cross-subSIdIes between producers,

• unproved enforcement of health, safety and enVIronmental practices,

• transparent accountmg and audIt procedures for federal subSidIes and company budgets

57As is often the case m RUSSian law particular legal acts and PreSidential Decrees are Signed but are not enforced
nnmed1ately Wlnle coal pnces were legally hberahzed m July 1993, actual enforcement of tIns pohcy was not noticeable
nnW mld/late 1995 and even then, remnants ofcontrolled pncmg were ObVIOUS
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3 Soc,al Assets

US ASSISTANCE TO RUSSIAN COAL

Restructunng RussIan coal has resulted m the release of SOCIal assets, formerly mamtamed by coal
enterpnses, to mumclpal control, the pnvate sector, or to be closed Housmg, health care, roads,
bouers, kIndergartens (day cares), academtc mstItutes, small grocenes and shops, water and sewage,
electnclty, and reparr and mamtenance faCUltIes are no longer reCIpIents of federal SubSIdIes dIrected
through the coal mdustry Assets managed by the RUSSIan coal sector were mcluded as part ofa 1992
PresIdentIal Decree mandatmg that such State assets be transferred to mumclpal control

The nanonal program for socIal asset transfer was comphcated and mvolved a number of players at
the federal, regIOnal and local levels A senes ofnegotIatIons were to be conducted at vanous levels
and commttments to financmg assets from federal fundmg were to be made by recIpIent structures
The Mlmstry of Fmance dId negotIate transfers between It and Oblast (RegIOnal) authontles
However, m addItIon to Oblast financmg of socIal assets, Rosugol also mamtamed a larger subSIdy
for SOCIal assets m RUSSIa's coal regIOns RegIOnal governments were rehant on Rosugol for SOCIal
asset financIal and managenal support

Sector reluctance, coal commumtIes' growmg SOCIal needs m the wake of restructunng, and
mumclpallack of "know how" on managmg SOCIal assets, delayed actual mdustry release of asset
management untIl well mto 1996 The delay m transfer proVIded managers opportumty to IdentIfy
and retam more valuable assets whtle transfemng for mumclpal overSIght those assets m greater
dISrepaIr or WIth httle potentIal to pnvatlze Rosugol, regIOnal coal concern, and mme enterpnse
managers were pnvy to tills opportumty

In RuSSIan coal, Rosugol tradItIonally controlled State fundmg (the only fundIng) for SOCIal assets m
coal regIOns The Mmtstry of Fmance had no drrect control over these funds Once Rosugol
dIsbursed funds to regIOnal coal authontles, trackmg offunds became ImpOSSIble and under-fundmg
ofthe SOCIal sphere m coal commumtles became commonplace

RegIonal and local managers pnontlZed spendIng ofState funds by gIVtng coal mdustry needs pnonty
over commumty and local needs Understandmg that theIr market-enterpnse was now requrred to
SUrvIve WIth less State support, coal mme managers would prefer to purchase new coal eqUIpment
toward mcreasmg productIOn, than to prOVIde addItIonal fundmg for housmg or boIlers

Although httle formal mechanIsms for transfernng SOCIal assets from coal sector to mumclpal control
were put mplace or enforced by government or coal offiCIals, contracts between the coal enterpnse
and mumClpal authonty as well as regIOnal (Oblast) authontIes about to adopt the SOCIal assets were
drafted on many OccasIOns These contracts dId not always address financmg assets or the condItIon
ofthe assets, at no tIme was there any type ofvaluatIon ofassets bemg transferred, leavmg both coal
and mumclpal authontIes WIthout estImates of the value of theIr dIscarded or newly acqurred
propertIes

CIty managers were mcredlbly frustrated by the transfer process m coal commumties m early 1997,
whIch came at a tIme when, for the first tIme ever, mayoral electIOns were conducted m RUSSIa and
constItuency op1D10n mattered CIty reSIdents were not pleased WIth the CIty'S apparent mabIhty to
mamtam SOCIal assets willch, dunng SOVIet tImes, functIOned under coal authonty management

UNITED STATES AGENCY FOR INTERNATIONAL DEVELOPMENT 70



US ASSISTANCE TO RUSSIAN COAL RESTRUCTURING RUSSIAN COAL

Once transfers were made, the ablhty of mumClpahtIes to absorb the management and financial
responsibilitIes oftransferred assets was largely dependent on the size ofthe City, local economy, and
relatIOnship between the mumclpahty and the coal sector whtch traditIonally mamtamed these assets

It has been mterestmg to compare costs Rosugol used to support particular SOCial assets and costs
mumClpahtles are now reportmg kmdergarten cost per chtld of $1 023 from RosugollS reported at
$658 by mumclpal authontles Thts cost can hkely be further reduced, consldenng the 3 1
student teacher ratio, extremely htgh by world standards

An esttmated 20% ofthe remalmng assets remamed under Rosugol or Coal Company control and
were generally transformed Old kmdergarten butldmgs whtch were closed have been transformed
and are used for developmg busmesses often run by relattves ofcoal offiCials m the area Many assets
were pnvattzed and although no comprehensive paper tratI was mamtamed on thts activity, most
pnvattzatIon funds dId not appear to go to local budgets Rematmng assets, were neither transferred
nor retamed by coal authontles These tended to be housmg, bOIlers or faclhttes so decrepit and m
need ofreparr, that mumclpahtles could not afford to mamtam them and local coal compames had no
use for them, they fell mto disrepair A number of structures surroundmg mmes and mme
commumtles looked as Ifthey were remnants ofwar, unkempt and fUlned

An addItIonal aspect ofmanagmg SOCial assets dunng restructunng has been assunng that earmarked
federal support for the assets IS actually spent on mamtatmng and operatmg these assets Dunng
1996, and to some extent 1997, a number of coal region authontles suffered from untimely federal
payments or, more often, repnontlzed federal spendmg for their region

In thts latter mstance, regIOnal authonttes would opt, for example, to pay back-wages for teachers
and doctors usmg federal coal fundmg earmarked for SOCial assets, rather than drrectmg the funds
toward therr budgeted purpose Regional authontIes would ultImately attend to the SOCial asset costs,
but fundmg could be delayed up to 2 quarters The consequences of these delays, botlers not
functIOnmg at needed levels, roads m dlsrepatr, housmg not mamtamed, seem to have subSided to a
great extent, attnbuted to mcreased federal overSight on the lmttatlve ofthe Mtrustry ofEconomy

Fmally, PreSidential Decree has mandated a "phased-m" monthly payment plan for RUSSian reSidents
toward mamtammg local SOCial assets Whde some coal commumtIes report contnbutlOns, the
maJonty report that at least smce late 1994 consumers are unable to meet the nsmg contnbutlOns A
growmg percentage of services prOVIded, formerly prOVided free ofcharge by the state, are now to
be gradually patd for by reSidents

20% m 1994

80% m 1997

40% m 1995

100% m 1998

60%m 1996

The federal government has modified the tImmg up to the year 2002
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4 Mme Closmgs
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No legal basIs eXIsted m RussIa for mmer or other mdustnal enterpnses to close m 1993, when
Rosugol actIvely commenced a mme closmg program When the program commenced, no financIal
data on actual mmes was avatlable, only data relevant to "umbrella" coal assoclattons/compames
WInle RUSSIan mInes, or more usually secttons of romes, had been closed pnor to 1993, the reason
for c10smg was never econorntc EIther reserves had been fully mmeds80r safety condItions were dIre
Smce coal sector restructunng has commenced, the econorntc realIty of many ofRussIa's rntnes has
been revealed, absent State support, the enterpnses would completely fatl It has been esttmated that
between $45 mtllion and $140 rntlhon has been spent, per rntne, per clOSIng

Key Steps to Mme Closmg

1 deterrntnatIOn by rome managers, often at the drrectlon ofRosugol offiCIals, to close
rome or rntne sectIOn,

2 draftIng of a ''feaslblhty plan" or "mIne closmg plan" WIth Inputs from rntne managers
and Rosugol,

3 notIce from rntne manager to workers to be laId-off or sent on ''forced vacatIOn",

4 phYSICal clOSIng of rntne accordIng to local rntne deSIgn mstltute clOSIng plans,

5 where pOSSIble, transfer ofworkers to other local rntnes, relocatton ofworkers, Job
tralmng, Job creatton,

6 dIsbursement of severance pay and back wages to laId-offworkers,

7 applIcatIon ofworkers to local unemployment offices (LES) for benefits

A draft ''MIne Closmg Gutdehnes" manual was prepared m 1995 and reViewed at length by UK Know
How-funded consultants The gUIdelmes were ultImately adopted by the Inter-Agency Coal
ComrntSSIon although there IS great doubt that COpIes ofthe actual gUidelInes were Widely dtstnbuted
to coal managers engaged m the rntne closmg process The gUidelInes address both the phYSICal and
SOCIal aspects of rome clOSIng S~ut leave no legal remedy for fatlure to abIde by the process for
clOSIng

SllJ3efore the break: up ofthe SOVIet Umon the coal sector enforced a "93% rule" whtch mandated that a mme had not been
fully explolted untl193% ofits reserves were extracted Thts practlce resulted m a htgh level ofmmmg both coal and rock
and 18 no longer llSed

S9J:t 18 estunated that at approxnnately halfofRllSsla's mmes, 95% closmg costs will be for soclallssues whtle the other half
will reqwre less than 35% sOClal cost fundmg at closmg

UNITED STATES AGENCY FOR INTERNATIONAL DEVELOPMENT 72



US ASSISTANCE TO RUSSIAN COAL RESTRUCTURING RUSSIAN COAL

Most frustratmg about the coal mme closmg process m RussIa (1993-present) has been the lack of
notIce for workers and lack of InformatIOn aVailable to federal authontIes as to the order of closmgs
or natIOnal mme closmg plan Not unttl1997 was even tnllllmal record-keepmg of closed mmes and
laid-offworkers m place

It remalllS unclear m RussIa exactly how many mmes have been closed Rosugol hsted 102 mmes "to
be closed" between 1995-1998 However, a hst of 65 mmes to be closed was presented to the Inter
Agency Coal ComnussIOn m rntd-1996 by federal and reglOnal coal authontles, 14 of whtch were
already closed These 65 rntnes were not mcluded m the Rosugol hstmg of 102 mmes

A breakdown completed by PIER consultants m 1995 as to how workers would fare upon closmg
oftheIr rntne reflected

100% work force

• 30-40% would reqUIre socIal and other aSSIstance
• 10-15% would remain at the rntne dunng closmg
• 10% would find work at local coal mmes or preparatIon plants
• 30% would retrre
• 12% would find work m other sectors mcludmg busmess

A study conducted by UK Know How consultants, also m 1995, reflected that 40% of a rntne's
workforce would be absorbed by other rntne enterpnses The reahty dunng 1995-1996 was that
workers Imtlally laid-off were employed more readtly at nearby rntne sItes whtle mme posltlOns are
no longer avatlable to workers laId offlater m 1996 and mto 1997

The phYSICal aspects of closmg RUSSIan coal rntnes are labor mtenslve and tIme consummg A lack
of eqUIpment and fundmg have delayed closmg processes whtch experts estImate should take 6
months at an average RuSSian mme Instead, the phySical closmg process IS takmg 18 months to two
years Each region is affected by ItS own enVironmental hazards

• Rostov - agncultural properties above underground mmes reqUIre special attentlOn to filhng
underground roadways and completIon ofpumpmg,

• Tula - a lack of fundmg to fill m the last tIer of concrete to seal rntnes m the reglOn has
requrred contInued pumpmg at 6-10 mmes requrrmg contmued rntne ventilatIOn and up to 100
workers per mme sImply to maIntaIn pumpmg systems,

• Kuzbass - extremely gassy mmes requrre careful c10smg and sealtng of these rmnes, tills
reglOn has already begun to expenence some subSIdence where reSIdential bwldmgs, notably
m southern Kuzbass, have begun to dip mto the ground 60

5 Industnal Relatlons

60Subsldence has posed an ongomg problem throughout the former SOVlet Dmon, entue TaJik (TllJiklstan) coal commumbes
have been uprooted as therr bUlldmgs seep down mto the ground
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The dlssemmatlon ofpower and money from Moscow to coal entItles m the regIOns has contnbuted
to a dangerous breakdown m labor-management relatIOns m RUSSia's coal sector But for the
tradItIOnal umon and NPG structures, there are no mstltutIOnaltzed mechamsms used m RUSSIan coal
to sustaIn decent workmg relattons between local managers and employees

The flagrant mdependence now demonstrated by local coal enterpnse managers IS hauntIng workers,
unaware of whether their mme IS scheduled to be closed and workmg for years wIthout full pay,
despite managers' mcreasmg standards ofhvmg Smce late 1995, RuSSIa's coal workers have become
more aware of their nghts and legal entitlements Through a more actIve Inter-Agency Coal
ComnnsSlOn and the estabbshment ofthe Mnustty ofEconomy/World Bank Project PreparatIOn Urnt
(PPU), mformatlOn formerly unavatlable to coal workers became avaIlable at mmes and to the coal
tradeurnons

The legal settmg m RUSSia on Issues connected to labor IS confusmg and mterpreted differently m
regIOnal tnbunals NPG has been more successful than not m provldmg legal assistance to workers
allegmg wrongful dlsmtssal or faIlure by employers to pay all legal entItlements to laId-offworkers
Legal trammg for RUSSIan labor lawyers aSSIstIng coal workers was proVIded through USAID's FTUI
program and contmues to support enhanced legal sktlls ofboth lawyers and judges, new to labor law
m the market context The lAP World Bank loan has earmarked over $1 mtlhon for mdustnal
relatIons work

6 Communlcatmg the Strategy

Use of the media as a tool for Informmg cornmurntles or "pubhc relatIOn" or "pubhc mformatton"
campaigns are not well practIced m RUSSia and there remaIns sIgmficant trmmng to be proVIded to
OffiCIalS at all levels on accurate and ttmely disbursement ofmformatlon

The RUSSIan Government has done an extremely poor job m commumcatmg ItS steps toward
restructunng the coal sector, mcludmg Its relatIOnshtp WIth the World Bank, to those most affected
by sector changes SImple measures mcludmg regularly well-placed Informattonal artIcles m local
journals, restructunng updates, pubhcatton of mInutes of relevant government meetmgs, and
televISion pIeceS have not been taken, often leavmg rumor and speculatton to generate mcorrect news
at the local level Thts lack of adequate InformatIon has been detnmental to consensus butldmg and
has defimtely presented obstacles to restructunng whtch could have been prevented 61

RUSSIan medIa has often found fault WIth the growmg mterventlOn ofthe World Bank, however, It
has never left Its severe cntIcisms of Rosugol far behtnd PartIcular attentIon has been placed on

61Example by not adequately descnbmg the RUSSIan government's new plan for channehng federal subSIdy funds to coal
commum1les msupport ofnon-coal COmtnumty needs (bollers, housmg, roads) m 1996 much of 1997 left RUSSIan federal
offiCIals back-steppmg to explam to local leaders the new mechamsms Once local leaders understood the new mechamsm
whtch took these federal funds out ofRosugol's channels, the leaders embraced the practtce and were able to coIDIDumcate
It to thm constrtuents Before leammg ofthe practice, local leaders assumed that therr powers were bemg usurped and that
the federal government was "on Rosugol's SIde" A sertes ofnews artIcles or Mayors' conference could have alleVIated thIs
IDlSmformatIon and IDlSuse of tIme
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federal and regIOnal coal OffiCIalS, deemed responsIble for the growmg non-payment of workers
There IS sttll great uncertamty concernmg what the World Bank "does" At vanous pomts smce
1995, the World Bank has been cIted by the RUSSIan press as the "saVIor" ofRUSSIan coal from Its
"evIl" managers

Over $1 ffillllOn has been earmarked under the World Bank lAP coal loan for pubhc mformatIOn
campaIgn work To date, the RUSSIan Government has not used these funds

B ReallocatIOn of Federal Coal SubsIdy Funds

Redrrectmg Federal SubsIdy support to Russia's coal presents an ongomg challenge, the RUSSIan coal
sector has never been operated as a ''for-profit'' busmess PnontlZmg budget expendItures contmues
to pose great dtfficulty for managers caught among an understandmg that therr workers requrre well
funded SOCIal support, theIr own general desIre to purchase modern coal producmg eqUIpment, and
the reahty of certam econOffilC measures which they must take Ifto preserve operatIOns

The tradItIonal subsIdy system dId not Improve effiCIency or provIde mcenttve to reduce surplus
capacIty Any emphaSIS on health and safety and quahty coal productIon was more a result of rote
practIce than actual concern Shocked by the demands of market operatIons, managers now find that
the operatmg detatls of therr formerly centrahzed sector are cnttcal to enterpnse sUfV1val which IS
now dIrectly hnked to theIr Job secuntyand success

RUSSIan Coal Federal SubsIdy Support

Year

1993
1994
1995
1996
1997

(3 Qtr actuals/
4th Qtr budget)

1998
(forecast)

Rubles (btl)

1,794
6,237

11,453
10,400
6,479

5,698

US Dollars (btl)

1 763
2755
2508
2029
113

0915

Annual support of SOCIal safety net has proportIOnally mcreased whtle support for operatmg losses
and SOCIal assets have decreased, 1998 SOCIal safety net support IS forecasted to be up to 80% of
federal coal support

1 Development and DefimtlOn of "Lme Items" at the federal level

Unttllate 1995, federal funds earmarked for the SOVIet, and then RUSSIan coal sector, were hsted as
a'1ump sum" amount m the overall country budget No delmeatIOn of federal spendmg was reqUIred
(e g "eqUIpment", "operatIOns", ''wages'', "SOCIal costs"), where reference was made concermng the
actual use of federal coal funds, no measures were taken to assure theIr dIsbursement
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In July 1994, at the mSlstence ofthe Muustry ofEconomy and other mmlstnes, Rosugol1ll1tIated the
use of"lIne Items" whIch would allegedly be morutored, actIOn taken very much m response to US
and Bntish techrucal aSSistance as well as reView ofdraft World Bank commentary on federal coal
subsidy support

SOCIal servIces prOVIded by the rrnnes to the commuruty,
capItal mvestments mcurred by rrnnes (not new constructIOn),
Tan:ff(Wage) Agreement costs (mcludmg wage mcreases compensated agamst nsmg mflatlOn),
operatmg losses or "pnce subSIdy" (recovery of loss between sales and costs after excludmg
capItal mvestment and Tanff Agreement (wage agreement) costs)

Rosugol also began to earmark a small percentage of subSIdy funds for "rrnne closmgs" whIch, as a
budget lme Item by 1997, occupIes upwards of 60% ofthe federal coal budget Current delIneatIOns
m the federal coal budget are stIll more general than Ideal, and still reflect tradItIonal SOVIet subSIdIes
(e g operatmg losses), but It IS the development of, and adherence to, these lme Items dunng the
course of the fiscal year whIch IS remarkable As recently as 1995, the RUSSian government, Via
PreSIdentIal Decree or Pnme MIruster dIrectIve, released slgruficant, addItIonal federal funds to
support ItS strugglmg coal sector

LINE ITEMS IN THE 1996-1997 RUSSIAN FEDERAL COAL BUDGET

1 PhySical Closmg of non-viable rrnnes
2 SCIentIfic, techmcal, deSIgn support ofcoal sector restructunng
3 SOCIal protectIOn of laId-off coal sector employees, theIr farrnlIes, veteran coal

workers, per RUSSIan federal law
a local development programs and Job creatIon m small

coal regIOns m Kemerovo, Perm, Rostov, Tula and Korrn
b SOCIal costs ofcoal comparues

4 DIsabIlIty (mJunes, occupatIOnal dIseases)
5 Razmg dIlapIdated housmg/constructlOn ofnew housmg
6 ModerruzatlOn, reconstructIOn of operatmg rrnnes (payable and non-payable subSIdy

support)
7 ConstructIOn ofnew (profitable) coal rrnnes/mfrastructure (payable and non-payable

subSIdy support)
8 SelectIve support of coal enterpnses unable to cover operatmg losses (from lIberalIzed

pnce ofcoal)
9 Tanff Agreement costs (Uruon-negotlated agreements)
10 MaIntenance of SOCIal assets, housmg pnor to transfer to muruclpal control and budgets
11 Central Reserve fund (10% ofall allocated federal resources) - open fund for

dIscretIOnary use by federal coal authontles
12 Mamtenance of SOCial assets and housmg transferred to muruclpal control (but not

budgets) pnor to December 31, 1996
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Two cntlCalissues have ansen SInce the RUSSIan coal sector's use ofbudget "hne Items" (1) how
to determme the scope ofcosts to be covered under each hne Item, and (2) the concept and defimtIOn
assocIated wIth each "lIne Item"

An example ofthe "scope ofcosts to be covered" under a partIcular hne Item IS demonstrated by the
"mIne cloSIng" hne Item wmch encompasses more costs under the RussIan federal budget than a
market-onented defimtIOn would ordmanly perfilt The current Russian coal budget Includes the
followmg costs under the "filne cloSIng" hne Item

• costs ofthe physIcal cloSIng of the coal filne
• severance packages for laid offworkers
• SOCIal costs for remaImng workers (hoUSIng, schools, health care, heat, vacatIOn)
• relocation costs of filners and faml1Ies where necessary
• constructIOn ofnew hOUSIng
• Job creatIOn and retraImng programs

The conceptual dIfferences m understandmg market terms IS best exemphfied by the term
"productIOn" wmch, at a RUSSIan coal filne, has tradItIOnally referred to labor prodUctIVity as
opposed to the market defimtIOn refemng to the number oftons of coal produced

2 Channels through wh,ch to d,sburse/momtor funds

Perhaps one ofthe most SIgnrficant decIsIons made by RUSSIan coal officials dunng restructunng has
been the rechannelhng of federal funds, rechannellmg both In terms of theIr use, as well as the
mechanisms through wmch they would be dIsbursed The challenges presented by tms drastic change
have not yet been overcome

Vntl1 fiscal year 1996, VIrtually all federal coal SubSIdIes were drrected from the M:1mstry ofFInance
to Rosugol where dIVISIon offunds for SOCIal, mme clOSIng, and Tanff Agreement costs were made
for 28 mme compames Ten "mdependent" RUSSIan coal enterpnses (also referred to m RUSSia as
"compames") received some federal fundIng for SOCIal and Tanff Agreement costs Via Rosugol
However, because of theIr Independence from Rosugol, these ten enterpnses receIved drrect
allOcatIOns for mme related costs from the M1mstry ofFmance Via the M:1mstry ofFuel and Energy
It IS Important to understand that the hnes between Rosugol and the M:1mstry ofFuel and Energy
have been tradItionally tbm

It IS ImpOSSIble not to CIte sIgnIficant ffilsuse of funds and fallure to adequately or tImely dIrect
partIcular funds to support coal sector workers dunng tranSItIOn Notably managers at the federal,
regIOnal and local level have had tremendous opportumty to allocate funds ill a dIscretIOnary and
often unaccountable manner It IS doubtful that anyone manager dId not, at some tIme, take
advantage ofms pOSItion, It IS also clear that untll1995-1996, many local managers truly dId not
comprehend CruCIal facts

• that federal subSIdy funds would, In fact, decrease and In some areas, be completely cut off,

• that as a local manager, he would be responsIble for pnontIzmg what would now be a hffilted
enterpnse budget, In the past, addItional coal support funds could always be requested from
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Moscow and would be dIsbursed,

US ASSISTANCE TO RUSSIAN COAL

• that by 1997, practIces on "lunng" and "finng" coal enterpnse managers would be m place, untIl
now, managers had been appomted by Rosugol and the Mmtstry ofFuel and Energy and assummg
good relatIOns were mamtamed WIth these Moscow-based structures, local managers had
sIgm:ficant Job secunty

Independent of coal restructunng, m Spnng 1995, the Mtmstry of Fmance establIshed "Treasury
Departments" m 9 ofRussIa's 11 key coal regIOns62 m addttIon to other regtons of the country These
regtonal arms ofthe MinIstry ofFmance have become useful channels for federal funds demanded m
a country where tenuous banktng systems and controllmg government officIals pervade

As a dlfect result ofIts COmmItment to sector restructunng and of recelvmg World Bank lendmg, the
RUSSIan Government determmed to use these Treasury Departments dunng fiscal year 1996 to
channel federal funds earmarked for local development as well as some SOCIal support for unemployed
coal sector workers However, whtle federal funds were properly dIsbursed to these local Treasury
Departments and from the Departments to "mId" and "end-users" offederal funds, there were enough
reports of fatled or ffils-dlstnbutIOn of funds by the "mId" and "end-users" that, m fiscal 1997, all
federal SubSIdIes were agam returned to Rosugol control for dIsbursement

Tlus fatled attempt to rechannel federal funds IS devastatmg and demonstrates the mfant state m wmch
alternatIve channels for dlsbursmg federal funds eXIst m RUSSIa The most glanng pomt of faIled
dtsbursement was at the regtonal government level, partIcularly m the Kuzbass regton Local offiCIals
were never nottfied by regtonal offiCIals that federal funds had actually been dIsbursed by the local
Treasury Department to the Regtonal Kuzbass AdmImstratIon for later dIsbursement to local
governments Instead, the regIOnal admImstratlon dIrectly spent the federal funds on programs and
facilitIes wmch It deemed to be ofan "Important local nature"

EspeCIally smce late 1996, momtonng offederal SUbSIdy funds has been well managed at the federal
level, the Mmtstnes ofFmance, Economy, and Fuel and Energy, and Rosugol have, for the most part,
had unprecedented access to the same finanCIal mformatIon at approXImately the same tIme
However, once funds are dIsbursed to regIOnal, local and coal enterpnse "end-users", momtonng
federal funds m the RUSSIan context becomes more dtfficult Western accountmg practIces, the
publIcatIon of "annual reports", and conductmg "mdependent audIts" are market tools not yet
regularly practIced m RUSSIan coal

6
2The two regIOns Without Treasury Departments, ArctlcUgol and BureyaUgol, receiVe coal subSidies through tradltlonal

coal company channels
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C Establishment of SocIal Safety Net

1 Expectahons vs Posslb,lzhes

RESTRUCTURING RUSSIAN COAL

As RussIan coal restructunng commenced, no pohcy had been desIgned wruch would, to any extent,
protect workers left Without work and the broad spectrum of SOCIal support wruch the coal sector had
tradltlOnally proVided The federal support wruch was aVaIlable was very new - unemployment had
never been an Issue for SOViet socIety

WIth World Bank support, the Federal Employment ServIce (FES) was created m 1992 and Local
Employment ServIces (LES) or unemployment offices were created thereafter StIll, neIther the
funding nor the trammg ofLES representatiVes was suffiCient to adequately address the coal worker
Issues wruch were begmmng to surface One of the largest problems between 1992-1994 for coal
workers losmg therr Jobs was therr lack ofmfonnation about LES or any other legal remedy aVaIlable
to them

LES rules requrred that a coal manager was to drrect a hst ofworkers to be laid off to the LES office
and that those workers should have receIved notice from therr managers about theIr need to "register"
With the LES witrun two weeks of lay-off IT to receiVe benefits The realIty of these first workers
bemg laId offwas often that they would work Fnday and learn Monday mormng that therr job was
no longer avaIlable A common reactlon was to jom others who had been laId off, With a few bottles,
and escape for days m frustratIOn ImtIal PIER survey results m 1994 reflected that 72% of laId off
coal workers illd not know about LES or what they should do to receive unemployment benefits By
ffild-1996, trus figure was down to under 20%

The haphazard manner m wruch the ffilne closmg process commenced m RUSSIa has never fully
recovered to a "planned" or process ofmore order Instead, the closmgs were so rapId and generally
WithOUt notice, that later asSiStance from the RUSSian Govenunent, World Bank and other donors was
forced to address the harsh reahtIes ofthe extreme measures taken A claSSiC cnSiS had been created,
partially out ofignorance, partially out of irresponsible actiOns, and rescue efforts were commenced

A common reaction throughout RUSSia's econOffilC changes has been for RUSSian CitiZens to take on
numerous jobs Many ofRussia's coal mmers work off-shift as dnvers, handymen and teachers The
resultmg detnment to the RUSSian economy is a tired workforce of decreasmg loyalty to employers
and unaccountable tax payments Where coal workers have sought their legal entitlements, they have
often been faced by employer non-payment ofbenefits or truck bureaucracy which repeatedly defers
them to other agenCies untll workers giVe up therr search for what the law proVides

Job retraimng and creation programs have been dIsordered and not necessan1y onented toward
RUSSia's emergmg market In 1993-1994, Rosugol has offered several trammg programs wmch
lll1ttally encouraged coal filling futures for young graduates By 1995, many ofthe coal mstttutes
were translttoned to busmess trammg mstltutes However, despite Rosugo1's fundmg the
mfrastructure, a lack ofknowledgeable teachers and questiOnable local markets left students to learn
on therr own

In the meantune, coal managers and muruclpal authontles were recelvmg funds through Rosugol and
regional authonues respectIvely, earmarked for local Job creatIon programs The reahty of these
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programs was agam unpacted by the lack of "know how" on the part of those responsIble for
unplementmg the funds Coal managers repeatedly sought to develop therr mmes, vIable or not CIty
managers sought to rejUvenate dIlapidated textIle, cheffilcal and furruture factones wmch were forced
to operate dunng the SOViet era but had no market for therr products m Russia's new economy Both
types ofmanagers have been purely focused on creatmg a large quantity ofwork places, disregardmg
market demand and worker traImng

The most notonous example ofthts mentahty has been demonstrated m all ofRussIa's coal regIOns
where local managers urge federal fundmg for textile and clothIng factones where over 500 "women"
can work Managers see these factones as places where women, often deemed an unemployable class
ofpeople m coal regIOns, can receIve pay and use therr sewmg skills The reahty ofthts proposal IS
that eXlstmg mfrastructure to support the factones IS crumbhng, eqUIpment IS old, retnlmscent ofUS
sewmg eqUIpment ofthe 1920's, matenalis expenSIve and needs to be transported to the regIOns, and
market demand for RUSSIan deSIgned and made clothtng IS very low Imported goods from Chma,
other parts of Asia, and IndIa have overrun the RUSSIan c10thtng market based on lower cost and
htgher quahty

2 Legal Remed,es

RUSSIan federal law addresses some of the socIal Issues connected WIth "closmg an enterpnse"
However, fundmg for the legal proVISIons IS often undefined or unavatlable toward Implementation
Enforcement of SOCIal proVISIons m RUSSIan law has been ffilmmal and m most cases, has only been
taken Up by members ofthe NPG m local tnbunals FTUI records mdtcate that up to 50% ofcases
taken to court by NPG members have been successful, Issues have mc1uded wrongful dlsffilssal and
fatlure to receIve legally reqUIred SOCIal benefits upon mme c10smg

Severance

Workers are to receive three (3) months advance Wfltten notficatlon by the employer of an upcommg
lay-off All back pay and wages due the worker must be patd by the employer on the day oflay-off
After bemg laId-off, workers have 2 weeks to register WIth the local employment servtce as bemg
''unemployed'' Regtstermg WIthm the 2 week penod entitles unemployed people With a one-month
baSIC salary as severance followed by temporary unemployment benefits patd by the LES for one
month ThiS process really began m 1994, from 1994-1996, upwards of 30% unemployed coal
workers fatl to register m a tunely manner, precludmg receipt ofmost benefits From tnld-1996 on,
less people need to regtster and more people are mformed about the procedures - enough stones have
Circulated about those who did not regtster wlthtn the 2 week penod

Unemployment Benefits

Force VacatwnlReducedHours financial difficulties have been occumng regularly smce 1992, but
a regular pattern ofnon-payment ofworkers and forced vacatIOns, notably dunng summer months,
contmued Employers are requrred to pay coal workers regular salanes and find alternative work
responsibilitIes at the ffilne site where temporary work stoppages ("forced vacatIOns") are reqUIred

The realtty IS that enterpnse managers pnontlZe fundmg or do not feel that they have suffiCient funds
to pay workers, workers can be told that they have to take vacatIOn from June untl1 further notice
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In exchange, workers WIll often receIve full-paid farmly vacatIons withm RUSSIa or even abroad
Managers use rmne budget funds to pay for these tnps whIch actually cost sigruficantly less than a
rmners' salary In effect, these vacatIons are substitutes for pay, rmners accept them understandmg
that they will lIkely not be pmd and have nothIng to do absent the vacatIon WIth farmly An odd type
ofloyalty has evolved from tms type ofmanagenal proVISIon for the workers and theIr farmhes whIch
conSIstently surpnses foreIgn observers

Lay-offs all workers are guaranteed theIr basIc salary dunng the Job search penod for a maxnnum
of 2 addItIOnal months If they are laId-off due to staff reductIOns and three addItional months Ifthe
lay-offresulted from the closmg ofan enterpnse (5 months m the Far North and sirmlar regIOns) The
penod can be extended at the dIscretIOn ofLES and appears to be occasIOnally extendable at local
government and coal adrmll1stratIOn dIscretIOn as well

• for workers who have not found new employment Wltmn three months after lay-off, they
may receIve unemployment benefits, calculated as follows

• for those employed a rmrumum of 12 weeks III the year before OffiCIal unemployment,
unemployment benefits are calculated accordmg to the followmg scale 75% worker's basIc
salary at mslher last place ofemployment for the first 3 months, 60% ofbasIc salary for the next
4 months, 40% ofbasIc salary thereafter

• for all other categones ofworkers, benefits equal the rmrumum salary

• regIOnal coefficients63 are added to benefits and all benefits are mcreased by 10% for each
of the worker's dependents Unemployment benefits, however, may never exceed the
worker's basIc salary at mslher last place ofemployment beneath the rmrumum salary

• benefits may not last for more than 12 consecutIve months m an eIghteen month penod

• for unemployed workers receIVIng one year ofunemployment benefits, they may quahfY
for "welfare benefits", referred to m RUSSIan as "matenal assIstance" These benefits are
finanCIal and equal the rmrumum salary and may not last for more than 6 months After
the hrmt on matenals assIstance benefits has expIred, It IS unclear whether workers may
begm a second round ofunemployment benefits Although current legislatIon does not
speclfically prombit receIpt ofa second round ofunemployment benefits, neIther does It
speCIfy that LES offices must perrmt workers to reapply for benefits A worker's nght
to receIve a second round ofunemployment benefits has not been tested III court

L31d off workers are to be reImbursed 100% of all costs assocIated wIth voluntary or
forced relocatIon They may elect to receIve therr old-age penStOn two years before legal
retrrement age (55 years for women, 60 years for men)

63reglOUal coeffiCIents are salaty base mcreases gwen to all resIdents ofregIOns With harsh cbmabc or geolOgical conmbons
They range from I 2 to 2 5 tImes the salary base
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Retrammg once latd-off, coal sector workers are entItled to enroll m retratmng classes arranged by
the LES These courses normally last SIX months although some are longer, some courses are geared
toward entrepreneurs Followmg tratmng, workers are sttll entItled to unemployment benefits If
needed

Latd-offcoal sector workers m Sibena were especially pleased With retratmng course work completed
at vanous busmess schools m several Sibenan coal Cities, there IS a tendency m coal workers not to
pursue entrepreneunal endeavors, but to find stable employment near home Coal managers have
been more mcbned to start new busmesses and several have commenced new busmess actIVItIes on
the SIte ofthe mme mhopes ofusmg coal workers at the new busmess SIte

Thls practice has proVided a mutually benefiClal arrangement m the Twa reglOn where a senes ofmme
sites are bemg, and have been, transformed mto "truck stops" along a well-traveled route m the area
Each site mc1udes a restaurant, small hotel, recreation area and parkmg for large trucks The factlltIes
are bemg operated by former mme managers, often therr famlhes, and some former mmers

Job creatlon the LES had proVided ImtIal mvestment funds for new busmess and worked closely
m some regiOns With local coal enterpnses m locatmg new work places for unemployed coal sector
workers Thls assistance IS sorely ffilssed, some mumclpalltIes have taken on LES responSlblhtIes
but hffilted tax collection and other fundmg dlfficwtIes have left State SOCial fundmg at ffilDlmallevels
Rosugol estlmates an average cost to create one Job for laid-off coal workers ranges from $45,000 
$67,500 per work place while local mumClpal figures tend to range from $10,000 - $30,000 per work
place Thls fundmg difference may be attnbuted to mflated Rosugol estimates as well as
underestlffiates by mumclpahtIes

SpeCIal Benefits for Women/ChIldren

• workers under 18 years of age, pregnant women, women With chlldren under 3 years of age, or
smgle mothers With chUdren under 14 or mvahd chUdren under 16, can only be laid-offWith the
permIssion ofthe LES or RegiOnal COmmlsslon for Minors The employers must find new Jobs
for these categones ofworkers

• Women who have given birth receive benefits equal to the ffilmmum salary unttl thelf youngest
chUd IS one and a halfyears of age

• Women latd-off m connectIon With the closmg or reorgamzatlOn of an enterpnse receIve
addItIonal benefits unttl therr youngest child IS 3 years old

• A one-time benefit equal to ten tImes the natiOnal ffilmmum salary IS given to women upon the
birth ofa chUd

• A woman may also reCeive one-tlffie benefits equal to half the ffilillffiUffi salary once It IS
confirmed that she IS pregnant To receIve tms benefit, women must present the LES With
certlficanon from a hcensed medIcal facIhty that she IS pregnant These benefits are given as an
extenslOn to regular unemployment benefits

• Additional ''welfare aSSIstance" equal to the ffilmmum salary IS avatlable for 12 months to
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dependents of the unemployed

3 Relocahon
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A number of programs whIch have receIved partIal federal fundmg have addressed the Issue of
relocatmg unemployed coal sector workers, especIally m RUSSIa's north, to other reglOns Programs
relocatmg Vorkutan (ArCtIC) mmers to Tula (Moscow reglOn) and Rostov (southern RussIa) Some
contnbutlOns have been made by mmers toward the constructIon ofnew homes, generally apartments,
mother reglOns, but CIty and coal mdustry contnbutIons have been large The average cost to relocate
coal workers m RUSSIa m 1994 was $16,000 per person, estImates today are no less than 4 tImes that
amount

The process IS offiCIal but uncoordmated and under-funded Pnontles are gIven to people m the
ArctIc and mclude

• War veterans and theIr Wldows
• Chernobyl veterans and Stahn camp pnsoners
• Familles of deceased mmers
• DIsabled
• People who have worked m the extreme north more than 10 years

ByPresldentlalDecreeNo 1122, September 13,1992, RusslanLawNo 4520-1, February 19, 1993,
and RegulatlOn No 700, July 10, 1995, the State proVIdes measures and guarantees for relocatmg
northern workers, constructmg new homes, and proVldmg them compensatIon

In 1995, the entIre coal commumty ofHalmer-yu located 2 hours north ofVorkuta by tram, was
closed The CIty only eXIsted because of ItS one coal mme FIve thousand people, of whom 1,630
were coal employees, were relocated, 3,000 ofthem moved to Vorkuta WIth others were gIven,
WIthout cost, apartments m the Belgorad, Sverlovsk and Rostov reglOns RelocatlOn programs
followmg thIs first attempt m Halmer-yu, mandate that relocatmg md1Vlduals and families contnbute
finanClally to the move ApproXImately 12,000 Vorkuta famllles have relocated smce 1995 Wlth an
addItIonal 6,800 faffilhes on the Vorkuta waltmg llst for relocatIon 64

An earher uncertamty as to the future coal prospects for Vorkuta now appears to be that at least half
the commumty of 170,000 people65

, Wl11 be unemployed and seekmg to relocate wlthm the next
decade Vrrtually all new housmg and enterpnse constructlOn has been stopped, schools closed and
new busmesses opemng at a ffilll1mum

64A cunous phenomenon arose where Vorkuta mamed couples would dIvorce, on paper, so as to be hsted separately on
relocatton wartmg hsts Once one spouse receIVed an apartment, both spouses would move and rent the Vorkuta apartment
or, ill some cases, the couple chose to remam ill Vorkuta and would rent or sell the new apartment ill another regIon

65The rome slope ill the Halmer-yu rome was up to 90 0 causillg some workers to mme coal vIrtually standmg up ill a
seam wlnch was pracncally vertlcal, average RUSSIan mme slopes are greater than US mmes at 100

• 30 0
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D CommerClahzatlOolPnvatlZatlOo

US ASSISTANCE TO RUSSIAN COAL

Decentrallzatwn ofthe Sector The econOlTIlC and SOCIal rannficatlOllS ofdecentrahzmg RussIan coal
have proven to be overwhelmmg The process IS ongomg and reqUires the untanglmg of mstoncally
connected coal and non-coal operatIOns hnked by federal fundmg and controls At a time when
regIOnal and local governments gam more power and are now accountable to constituenCies wmch
will elect their leaders, the RUSSian coal mdustry lags bemnd

Much ofthe reSistance to decentrahztng RuSSian coal has come from Rosugol wmch has traditionally
controlled the finance and operatIOns of the sector RegIOnal and local sector attempts to gam more
control have been futile for several reasons (1) lack of"know how" at the local level how to operate
under market condrtlons, (2) lack ofaccurate mformation on sector costs and operations, controlled
completely by Rosugol, (3) lack oflocal contacts to transport, electnc power, federal government
and other key players requrred to effectively operate the sector

Rosugol's isolation as the mam player m RUSSian coal ultimately led to itS deffilse m late 1997
Followmg over two years ofheated debate wrth World Bank, RUSSian federal government reformers,
local coal enterpnses, and the Inter-Agency Coal COffiffilSSiOn, the mstitutlOn of Rosugol has
dlsmtegrated mto regIOnal and local coal uruts It remams to be seen how Rosugol's federally-based
powers will be disbursed, but it appears that should Rosugol's former PreSident Yun N Malyshev,
move to the Mlmstry ofFuel and Energy, the coal sector m RUSSia will contmue to be guided by a
strong federal hand

CommerclalJzatlOn

Until early 1995, the share-structure of the RUSSian coal sector had been ofhttle mterest to federal
government or coal authonties Contnbutmg factors to the lack of concern on who was managmg
State shares mcluded a lack of understandmg on share value, disbehef that coal shares would be
pnvatlzed, and Rosugol's successful measures to keep share mformatlOn tightly sealed RUSSian coal
is managed on three levels wmch impact State shares

Levell

(1) Rosugol- management ofState shares/distnbutlOn of State subSidies/proVIsion of SOCial support
servlces throughout RUSSian coal regIOns,

(2) Rostopprom - (RUSSian fuel) a trade aSSOCiation mcorporated as a Jomt subSidiary of 150 coal
mme entitles wmch are part ofLevel 2 enterpnses, proVides coal for domestic use and from small
ffilnes
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Level 2
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(1) 28 coal "associatIOns" ("concerns", "comparues") at the regIOnal level divided mto 2 types

a ProductIOn Company - approxtrnately 17 successors to coal associations, coal mmes,
support services, maJonty of shares held by GKI (State Property Comrntttee) and managed by
Rosugol,

b Holdmg Company - 11 former coal producmg comparues, mmonty shares m mdlvldual
mmes and support sefV1ces, ma.Jonty shares held by Government and no Rosugol mterventIon
Commonly, a representative from the Mtrustry of Fuel and Energy, Fmance and/or Economy Will
attend a Board ofDirectors' meetmg at these enterpnses

Level 3

(1) mdIVIdual mmes - WithIn a productIOn type coal aSSOCiatIOn have no separate corporate Identities
or are maJonty owned by the regional coal aSSOCiatIOn,

(2) mmes whtch are mmonty owned by coal aSSOCIatIOns and have been mdependently mcorporated,
maJonty of shares belong to Rosugol

Consol,datton ofthe Sector

PreSIdentIal Decree No 168, February 9, 1996 requrres that the State-owned shares ofmdependently
mcorporated Level 3 compames be transferred to the ownershtp oftheir Level 2 holdmg comparues,
gIvmg them maJonty control ofthe Level 3 enterpnses State shares m Level 2 holdmg comparues
are then to be transferred mto trust management by orgarnzatIOns, "mcludmg Rosugol" Only
Rosugol manages State shares m ProductIOn type comparues

Adequate valuatIOn ofshares has not formally been conducted, Issues such as the number of SOCIal
assets, whether a mme IS scheduled to be closed, and shareholder mvolvement, will have more
Importance as valuation begms

Trust Management

Under the terms of the World Bank July 1996 Coal Sector Readjustment Loan (SECAL), and the
RUSSIan Government's Pohcy Statement on coal restructunng, State shares m at least 3-5 RUSSIan
coal compames wmch mamtam at least 25% of sector operations, producmg an aggregate ofnot less
than 65 mtlhon tons, were to be bId for 1-3 years "trust management" by the end of 1996 The
RUSSIan government's target dId not permtt Rosugol as a trust manager

The concept of'lrust management" as a tranSItIOnal step toward pnvatlZatIOn remams Immature and
has been an econOffilC expenment waged on certam Eastern European and FSU mdustnes 66It IS an

66Some State shares ill RUSSian o:tl were bid for trust management 1994-1995
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unusual arrangement where the government contracts wIth a company to manage shares wmch the
State owns The trust manager company can be a bank, an mvestment orgaruzatIon, a holdmg
company or other SUitable structure The government can Impose condItions on the trust
management contract and at the end ofthe contract, a trust manager may receIve or have optlOns to
purchase a portion of State shares

By late 1997, federal shares m 4 coal comparues, accountmg for 20% of coal produced m RUSSia,
were bemg transferred to trust managers or to the RUSSIan FederatlOn Property Fund, m the latter
case, for pnvatlZatlon

To understand the structure of State shares wmch RUSSia illlght hke to pnvatlZe, the illld-1997
holdmgs ofRosugol are proVide mSlght

Company No Enterpnses m Company Rosugol shares

Ktselovskugol 11 35%each
1 11%
1 212%

Lerunskugol 10 35%

Intaugol 9 19%each

Kuzbassrazrezugol 20 35%each

Severokuzbassugol 15 35%each

Kuznetskugol 20 35%each

Krasnoyarskugol 5 35%each
1 38%

Belovaugol 9 35%each
1 38%

Kuzbassugleobogasheme 8 35%each

YuzhneeKuzbass 4 35%each
1 363%
1 473%

Open Stock Compames

Vostslbugol 418%

Dalvostokougol 403%
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KIzelugol
Pnmorskugol

Rostovugol

Sakhalmugol

Tulaugol

Chehabmskugol

Gukovugol

Mmes - (open stock compames)

ShUlIllkhmskaya

Vorgashorskaya

Zapadnaya

SIbnskt AntracIt

Centralnaya

RESTRUCTURING RUSSIAN COAL

38%
38%

67%

38%

408%

388%

409%

38%

19%

19%

30%

38%

Accordmg to PresIdentIal Decree ofDecember 30, 1992 and other legal acts, remammg shares are
dIstnbuted as follows

1 Local Adnnmstratlon - 25% of each above mentIOned coal enterpnse
2 Others (e g labor collecttve, pnvate persons)

Example In the open-stock company ofChelytabmskugol

Rosguol 38 8%
Local Adnnmstratton 25%
Labor CollectIves, Management & Pnvate Persons 36 2%

The Mlmstry of Fuel and Energy was asslgned the lead m deslgmng and lmplementmg a trust
management program for Russlan coal Over one year of UK Know How Fund-sponsored
consultancles to the Mtmstry were provIded to no avatl Draft laws on trust management and bld
documents as well as careful selectIon ofwhtch RussIan coal compames would be bId may, as oflate
1997, finally result m an actual bId for trust management ofapproXlmately 20% State coal shares

It appears that a move toward complete pnvatlZatIon may be ahead for some of RussIa's coal
compames Unttl then, compames contmue to struggle WIth dwmdlmg State support, lack ofmarket
"know how", and an mstttutlOnal absence ofmformatlon wmch the market demands, mc1udmg the
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value ofcompany assets, real coal demand proJectIOns, and access to capItal

Non-payments

Wage arrears have plagued RussIa Since 1992 and the SovIet Dmon before that As ofDecember
1997, the RUSSIan coal wage bill IS 3,336 billlon rubles ($556,066,000) and wages have not been paId
In full for over five months What has emerged IS a system of "tnangular debt" where mdustry,
enterpnses, and to some extent government m RUSSIa, have created a fiscal dIsaster forcmg
government to Intercede

There are a number ofreasons for the non-payment ofworkers throughout RUSSIa Workers wages
are paId from two sources

1 Federal SubSIdIes earmarked through the Tanff and Industry Agreements (see Annex 2)

2 Coal consumer payments

Even before 1992, m heu of cash, workers receIved "m-lond" payments where cash flow could not
meet wage arrears, these payment contmue to some extent today

• In 1996 and 1997, romers were given mternatIOnal plane tIckets and hotel and meal vouchers (e g
Vorkuta) and placed on ''forced vacatIOn" for whIch they were not paId, not knowmg rfthey
would ever be paId, all mmers accepted the mternatIOnal vacatIOn vouchers,

• On any glVen today, on the sIde of the Mlmstry ofFuel and Energy In Moscow or behInd the
Rosugol bmldmg at 15 Novy Arbat m Moscow or at actual mme company/assocIatIOn or mme
SIte, potatoes, rmld, eggs, sausage and cheese IS dlstnbuted to workers, It IS expected,
apprecIated and understood that tlus IS to help people over dunng penods ofnon-payment

TraditIonally, coal worker salanes were paId approXlmately 60% from consumer payments and 40%
from the federal budget Even where subslwes amve late to coal enterpnses - wluch they commonly
dId 1991-1996, there was stIll no money to take care of workers due to consumer non-payment
Some rome managers resorted to local bank loans where mterest rates can range from 120% to 400%,
generally payable Wlthm 30 days ofthe Slgmng ofthe loan 67

Consumer non-payment IS Impactmg all ofRussIa, a number of cychcal problems contnbute to the
1astmg problem

67Wlnle workers contmue to go months without full pay, more and more mme managers' chIldren have receiVed US and
European college educatIons for wlnch dIerr fadIers and mothers paId m full The Umverslty ofNew Haven m ConnectIcut
has educated over 20 students from western Sibena whose parents work m dIe RUSSian coal mdustry, none ofthese students
received scholarshIps and all managed to VlSlt home for the summers
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Inter-Industry Debt

RESTRUCTURING RUSSIAN COAL

• State Orders Federal orders for coal contmue to force coal nunes, espectally m the Far East and
SIbena dunng wmter months, to supply coal to power plants desptte consumer non-payment

• Consumer Non-payment The same cycle of financIal reasons for coal's mabthty to meet
payments plagues RussIa's electnc power, raIl, and steel sectors Consumer non-payment has
comphcated coal workers' non-payment sItuatIOn as a growmg percentage of theIr wage now
comes from consumer payments and not federal SubsIdIes

Barter Barter has become a prevaIlmg method for conductmg mdustnal transacttons m Russta In
late 1996, the Federal Agency on Insolvency reported that up to 70% ofRussta's electnc power
sector transactIOns are m barter RUSSIan coal uses a number ofbarter-type tools to operate

• debts are often cleared between mmes and power plants by agreement,

• coal IS provIded to power plants, ratlways, m exchange for power, transport,

• coaltS proVIded to mumclpahttes m exchange for thIrd-party Items, such as teleVIsIons, furmture
whIch coal mmes proVIde to coal workers m heu of cash wages,68

Bookkeepmg In order to reCeive more substdles and debt accommodatIons, coal managers often
choose to show profits and even revenues despIte therr lack ofcash flow to pay workers

MIsuse of Funds· It tS suspected that where wage funds do eXIst from consumer payment and
federal subSIdy support, some coal managers choose to redtrect these earmarked funds for unspecIfied
use Coal managers and the Governor ofthe PnmorskI KraI (Far East) region were mdtcted m 1996
and coal managers and the former Governor of Kuzbass were mvesttgated for mtsuse of federal
funds

Mutual CanceUatlon ofDebt Recogmzmg the dIfficulttes of debt, coal managers often agree WIth
mumClpal and other consumers to cancel each other's debt through WrItten agreement, agaIn hmttmg
therr cash flow

68 In fue Far East m late 1994, mmers were p31d m boxes oftampons, a hard-to-get product at fue tune resale values were
htgh but were uot on par WIth wages owed In 1995-1996, coal workers m Ukrame receIVed one new Lada (Russian car)
per year as salary, where pOSSible workers sold fue car valued at approxunately $4500 at fue ttme but generally sold for
less In 1996-1997 Rostov coal workers were given furmture vouchers suffiCient to furmsh furee full apartments fue
vouchers could only be used for furmture and had to be used at one tune (could not spht voucher)
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Lack of Access to Capital In addItlon to federal support and consumer payment, coal mme
managers mIght apply for bank loans Pnvate sector mvestment IS vIrtually non-eXIstent m RUSSIan
coal However, to take a bank loan, RUSSIan banks often apply condItIons whIch are ImpOSSIble for
mme managers to meet mcludmg

• repayment WithIn 30 days - 1 year,
• 120%+ mterest rate on repayment,
• bank loan IS taxed, generally at 60%, before reCIpIent receIves funds

Use of "CommodIty Notes" The use of commodIty notes, Itkened to prOIllissory notes ("lowe
yous') by mdustry and consumers has become such a common market practice m RUSSia that the
notes are now valued and traded They are drrectly government-backed for mdustry exchanges and
can be mterpreted to represent pnvate money

It IS estimated that mter-mdustry credit extended to RUSSian coal IS now equal to a quarterly value
of the sector's total revenues Non-payment translates to a number of Issues m addItIon to wage
arrears

• tax arrears
• under-financed publtc sefVlces
• corporate debt
• non-performmg bank systems/loans

RUSSia's coal sector prOVides a dlsturbmgly useful vantage pomt from wmch to observe the Itnks
among mdustry and mdlvlduals and the Impact of fiscal breakdown on them The longer term
ramrficatlons ofneglectIng thIs cash flow and debts credIts Issue seem to preface monetary expanSIOn
and false econOmICS A break down m mvestment, commercial mfrastructure, and the fiscal system
at large, 100m pOSSIble Labor unrest has agam surfaced throughout RUSSIa's coal and other regIOns

PnvatlZPtwn A number of steps remam to be taken before RUSSIa's coal sector-at-large WIll be of
economc mterest or mdustry value to potentIal mvestors and the country Great hope IS bemg placed
on additIonal World Bank lendmg toward effectmg changes necessary to proceed With some
pnvatlzatIOn of sector operations

World Bank and RUSSIan Coal Restructunng

FolloWing Irntlal coal work m RUSSIa m 1992, a $50 mIlton World Bank coal eqUIpment loan was
made to the RuSSian Government These funds were pnmanly used m Russia's Kuzbass regIOn By
late 1993, the World Bank was conductmg regular "coal mISSIOnS", culmmatmg m ''Puttmg People
Frrst", a World Bank gray-cover report on sector restructunng, pubhshed m December 1994 For
the next year, a senes ofmeetmgs and mformatIOnal exchanges were conducted between World Bank
and RUSSIan coal and government representatives

In July 1995, the Russian Government formally requested World Bank lendmg and by August 1995,
USAID had contnbuted $200,000 to the start-up efforts of a Project Preparation Urnt (pPU), based
m the RUSSIan Muustry ofEconomy By December 1, 1995, USAID contnbuted an additIOnal $1
mdlton m addItion to $465,000 Japanese and approXImately $200,000 UK Know How Fund
assistance

UNITED STATES AGENCY FOR INTERNATIONAL DEVELOPMENT 90



US ASSISTANCE TO RUSSIAN COAL RESTRUCTURING RUSSIAN COAL

In June 1996, the Project PreparatiOn Umt transitiOned mto RUSSIan coal's Project ImplementatiOn
Umt (Pill), "ReformUgol" wluch contmued to work from the USAID and UK Know How Fund
support In July 1996, the RUSSIan Government receIved $500 ffillliOn Coal Sector Adjustment Loan
and $25 ffillhon ImplementatiOn ASSIstance Program loan

Usmg both the lnttlal techrucal aSSIstance funds proVIded by USAID and UK Know How, as well as
World Bank fundmg, a number ofsteps were taken by RUSSIan offiCIals between 1995-1996 to secure
foundatiOns for coallendmg

" Mme Closmg GUldehne development and reView
" DeSIgn and commencement of SOCIal Assessments m coal regiOns
" DeSIgn and commencement of SOCial Impact Momtonng m coal regiOns
" DeSIgn and commencement of SubSIdy Management program mcludmg redeSIgn ofhne Items and

budget pnontIes
" Improved InformatiOn exchange and partICIpatiOn from NGOs, umons, murucipalities
" EnVIronmental Assessments m coal regiOns

By 1996, the RUSSIan Government Issued a ''Pohcy Letter" on coal sector restructunng Herem are
the mam condItiOns for sector reform as agreed by RUSSIa and World Bank representatIves The Pill
Widely dIstnbuted tlus Pohcy Letter throughout RUSSIa as eVIdence of the government's cOffiffiltment
to reform wluch mcluded ample SOCIal protectiOn and proVISIons for demonopohzmg sector
operatIons Under the IAP, a number ofNGO and umon grants have been allocated to support baSIC
mfrastructure and capaCIty bUlldmg

Commumty development and local Job creation programs have been extremely slow to develop under
the federal coal budget as well as the lAP, despIte sIgmficant fundmg A lack of "know how" at the
regiOnal and local levels on how to establIsh these programs, as well as ongomg fiscal and polIcy
control at the federal level have prevented good and timely use of these funds

In December 1997, the World Bank Board ofDIrectors approved an addItional coal loan for RUSSIa
mthe amount of$800 mllhon wluch wIll also be mcluded m the federal coal budget and expected to
Improve the SOCIal safety net for RUSSia'S coal regiOns
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LESSONS LEARNED

LESSONS LEARNED

AssIstance work m RussIa made bemg an Amencan feel as ITIt IS a thmg "you do" as opposed to what
you are There IS an unteachable need to follow mstmcts and to work on many levels, relatlOnships
m RUSSIa are never entrrely symmetncal Some sigruficant lessons learned dunng the course ofUS
aSSIstance to RUSSIa must be noted

US ASSIstance to RUSSIan Coal

1 BUlldmg process Absent the tIenng ofUS aSSIstance efforts offered between 1989-1997
to RUSSIan Coal, today's movements toward reform now obvIous would not be as secure

How to Improve This tlenng ofUS aSSIstance was not well-coordmated unttl the creatlOn
of PIER m 1992 m RUSSIa Fundmg for PIER has diffilll1shed smce 1996 and World Bank
efforts now m place often neglect the mstltutlOnal and mdividual hnks already estabhshed by
RuSSIan and US counterparts A "c1earmghouse" ofdonor actIVIty would benefit RUSSIan coal
and donors seekmg to leverage theIr resources

2 IntegratIOn of participants US aSSIstance to RUSSIan coal managed to address each
constItuent Impacted by change m the sector, this reqUIred a great deal of attention to who
"key players" m RUSSIan reform and coal sector reform would be as well as a wtlhngness to
support dIfferent types ofgroups mc1udmg labor, management and government When the
RUSSIan coal sector determmed to restructure, this mtegratlOn ofpartICIpants served the PIER
and World Bank efforts very well

How to Improve An ongomg Issue raIsed when US consultants VISIt RUSSIa to present
mforrnatlOn and work With RUSSIan coal counterparts IS senSItiVIty to the history of the sector
mc1udmg which key players support whtch mdustry practIces A common tendency by US
nationals to compare US mdustry and work practices With those ofRussIa often comes off
as cntiCal or condescendmg It IS also useful for US nationals cOffilng from one level Withm
a sector (e g management) to mc1ude mformatlOn about other levels workmg WithIn the
sector (labor, government) as the hnes between these levels ofmdustry are only recently thtck
mRussia

3 Good workmg Imks between USAID and other donors because of USAID Moscow's
good relations With the UK Know How Fund, World Bank, OECD and other donors, US
asSIstance to RUSSIan coal often stImulated mterest from other donors to follow the lead of
USAID The best example of this IS contnbutions from UK. Know How for RUSSIan coal
aSSIstance follOWing mdications that US aSSIstance was on-the-ground World Bank coal
efforts successfully "pIggybacked" earlIer USAID work m RUSSIa

4 "Mmng Up" the type ofassIStance US asSIstance to RuSSIan coal vaned From the multi
purpose efforts ofP1ER, were the more focused efforts ofFTUI (labor), EPA (methane gas),
SIster CIty Programs (CIty mfrastructure), US Bureau ofMmes and US GeolOgical SefVlce
(mme planrung, assessments), and a vanety of short-term traIll1ng (US and m-RussIa) on
markets, busmess, and democracy Thts vanety prOVIded a balanced, mtegrated and well
mforrned approach toward asslstmg the sector at large through ItS components
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5 Strategic plannmg and flexlbl1lty USAID m partIcular took a strong lead m developmg
a coal assIstance program for RUSSia that would address a number of dIfficult Issues m a
tlffiely and responSIve manner Through PIE~ ffilUally workmg under a mandate to "lffiprove
health and safety m RussIan coal mmes" m 1992, USAID adjusted Its support for PIER
when, by 1993 It became clear that the central Issue for RussIan coal would be restructurmg
PIER's ability to stretch ItS agenda ill response to Russia's request was faclhtated by USAID
and supported thereon

6 Sensitivity to the language. some words and more often, concepts, s1mply do not translate
- "free market" and "democracy" st111 reqUlre defimtlOn, "commumty development" 1S
rrrelevant m the RUSSIan nnnd set as a term and as a concept Tms senSItIVIty to conceptual
and termmology dIfferences was cntIcal and promoted by PIER's Moscow and field offices
where "background" papers were prOVided for US representatIves m RUSSIa to work With
counterparts

7 Fadure of bl- and multi-lateral donors to consistently support the "trad blazers" a
product ofchangmg players from USAID, the World Bank and other donor mstItutIons has
resulted m a faIlure to prOVide conSIstent support to RUSSIans who have helped to estabhsh
an enVIronment m wruch coal reform efforts can proceed There IS a noticeable lack of
appreclatIon for the efforts put forth by RuSSIan coal representauves m accommodatmg World
Bank and other aSSIstance efforts AppreCiatIOn aSIde, there are a number ofongomg local
development actiVIties wruch should receIve World Bank support (RUSSIan government
Support WIth World Bank mSIstence), m the wake ofPIER's dennse, a new set ofRUSSIan
government players as well as a new set ofWorld Bank coal players, It appears that cntlCal
mdIVIdual and mstitutIonal hnks are bemg lost

8 Not-for-profit activity US aSSIstance to RUSSIan coal commenced m non-profit actiVIties
Unhke the BntIsh and German efforts wmch set forth to bUlld consultmg firms or sell coal
eqUlpment, the US approach conSIdered the development aspect of the sector before
addressmg Its commerCial prospects as they related to the Umted States There IS no question
that the US not-for-profit actiVIties have, m fact, opened doors to RUSSIa for the US pnvate
sector wrule promotmg a sound pohcy for coal reform and overall econonnc and POhtlCal
development

USAID-funded PIER ASSIstance to RUSSIan Coal

1 Strong RUSSIan partners, committed US partners PIER's success and finanCial stablhty
IS wholly attnbuted to the comnntment of strong US and RUSSIan partners willmg to
contnbute "m-kmd" toward buIldmg the program EspeCIally RUSSIan partners often faced
COnflICt Wltmn therr own ranks on workmg WIth "foreIgners", still, the sohd leadersrup of
NPG, MinIstry ofFuel and Energy, and RuSSIan Coal, and therr regional counterparts, enabled
PIER to move forward

2 Small, directly focused project the PIER project was a low-funded, short-term aSSIstance
project wruch managed to bndge earher US efforts m RUSSIa (1989-1991) and future
asSIstance to RuSSIan coal (1996-present) Trus ''bndge'' was bUllt on personal relatIons and
mlmmal mfrastructure wruch contmue to support reform today Heavy emphaSIS on
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mformatlon exchange, butldmg "know how" and mstltutIOnal capacity, and the detatls of
reform proVIded for effectIve and responSIve assIstance

How to Improve because of ItS relatIvely small budget, onlookers neglected to fully
comprehend how large the mandate of PIER had become, RUSSIan counterparts were
expectmg more and more from PIER, based on ImtIal performance, but potentIal funders and
supporters dId not proVIde addItIOnal finanCIal or other support suffiCIent to buIld PIER
operatIOns A program such as PIER should ultImately have been workmg m ten ofRussIa's
coal regIOns, but never fully expanded beyond two

3 Strong workmg ties with USAID absent the support of USAID Moscow and USAID
WashIngton, PIER and World Bank efforts could not have supported RUSSIan coal reform as
effectIvely as they have USAID Moscow lead OffiCIalS and energy OffiCIalS were conSIstently
SUpportive, showed a clear understandmg ofthe effort, and mamtamed a fleXIble approach
toward proVIdmg tImely and responSIve development aSSIstance USAID Washmgton was
not as focused on the field work ofPIER but demonstrated support for the effort

How to Improve as PIER grew, other USAID RUSSIa work centers emerged whIch could
have bUIlt on PIER's estabhshed efforts m RUSSIa's coal regIOns A lack of mterest m these
regIOns was contmuously demonstrated as new busmess development centers and other
efforts were estabhshed near, but not 10 coal commumtIes Had those centers been
estabhshed m 1994-1995 m coal regIons, they would hkely be factlltatmg World Bank lendmg
and RUSSian federal spendmg, now earmarked for local busmess development

4 Project mimics country Situation the PIER project managed to mImIC the Soviet mdustnal
structure whIch eXIsted for decades, whIle mtroducmg new market concepts mto the
structure PIER brought together RuSSIan labor, management and government at the federal
level, whIle bUIldmg hnks WIth regIOnal and local levels PIER remamed focused on RUSSIan
coal and ItS many comphcated components, galmng trust and beCOmIng a tool for change for
RUSSian and US partners

How to Improve It IS hkely that a "PIER-type" program could have worked 10 other
SOVIet mdustnal sectors, perhaps 10 addition to consultmg adVlsones given to the gas, oIl,
paper, and steel sectors, the personal and dIrect PIER approach would have developed
mroads mto these sectors as PIER dId mto RUSSIan coal FoundatIons set by USAID-asslsted
PIER have resulted 10 over $1 btlhon World Bank lendmg, US pnvate company contacts, a
strong group ofRUSSIan leaders COmmttted to reform and RUSSian coal hnks WIth the IEA and
other mtematlOnal energy and coal groups

5 llinng the right US and RUSSian staff based on earher work ofthe AFL-CIO 10 RUSSIa,
PIER was able to IDltlally hIre LydIa Shagahna as ItS first staffperson m-country FollOWIng
thIs, a number ofpersonal RuSSIan contacts through Mr Shagalma and PIER partners resulted
m a 'famtly-type" office settIng, appreciated by RUSSian staff US hIres were fleXIble and had
eIther mternatlonal or techmcal expenence Under the conditIOns ofthe time (1992-1995), all
PIER staff worked long hours, traveled for weeks throughout RUSSia's coal regIOns, and
shared rnmtmal office space and eqUIpment 10 Moscow A strong trust and loyalty emerged
10 PIER staffwhIch contmues today
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6 Field Offices rnamtannng field offices, and more unportantly, full-time US-natlOnals m those
offices, proVided PIER with Visible COmmltment to the coal regIOns it sought to assist Tills
field presence also alerted Moscow to PIER's support of decentralizatIOn and that assistance
would be given at all levels simultaneously, aVOldmg the traditional SOViet "top-down"
approach

How to Improve now that fundmg for PIER is diffiffilshmg, US assistance no longer
supports aCtIVities ill RussIa's coal regIOns World Bank and RUSSian government efforts have
been set to operate at the reglOna1level, but smce Imtla1lendmg m July 1996, have not In
hght oftechmcal aSsIstance funds made aVaIlable to the World Bank from USAID ill 1995
1996, the US should urge that coal field offices be mamtamed, at a nnmmum With RUSSian
staff Tills network has evolved over five years and has proven useful and necessary to
support US and World Bank coal reform efforts

7 US Participant Trammg perhaps the most cntical form of assistance prOVided to RUSSian
coal representatives, other than demonstratIOn eqmpment, has been US partiCIpant tralmng
Whether m the form ofStudy Tours, Umverslty Trmmng, Internsmps or FIeld ViSItS, "seemg
IS behevmg" PartIcipants gaIned valuable knowledge and mSight by seemg and toucmng
modem eqmpment, market structures such as banks and grocenes, and by meetmg with US
counterparts fannhar with therr mdustry The changes m US Visa reqmrements, now
permttltng up to 3-year Visas for participants, made orgaruzmg future US VISItS more simple

Note PIER unlike other US aSSistance efforts, repeatedly used itS m-country mterpreters to travel
with US teams In addition to bemg fannhar with the techmcal coal tenrunology m Enghsh and m
RUSSian, mterpreters also needed to see, first hand, what It was they had been asked to descnbe m
both languages over the years US VISItS were not seen as vacatIOns, but as workmg tops where
returned partIcIpants would present theIr ImpressIOns and convey new mformatlOn to counterparts
at home

"Amencan coal workers have become our frIends and our colleagues and we wlll carry on our
tradItion ofPartnershIp

Alexander Yevtovshenko
Deputy MInIster ofFuel & Energy

"Some day, we hope our chIldren WIll become coal experts and can advIse the US coal Industry the
way AmerIcans have helped us /"

Vitaly Nevrostroyev
Deputy Mayor, Vorkuta

''AmerIcan frIends helped us when no one knew about RUSSIan coal, we haven'tforgotten that"
Igor Kozhuhovsky

Head ofCoal/SCIence Issues
MInIStry ofFuel & Energy
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CONTINUING ISSUES

CONTINUING ISSUES

The issues cotmected With Russian coal restructunng, as reflected m tms report, are numerous Both
coal and pohcy experts estimate that between 15 and 20 years will be reqUired before the econOffilC
picture ofRussian coal and Russia-at-Iarge, is stable At present, a number ofcnticalissues plague
the sector and commumties impacted by sector reform

I Non-payment of Workers. this histonc obstacle to mdustry reform shows no sign of change
absent macro-econoffilC change at federal levels Enforced payments from consumers and haltmg
of State coal orders Without consumer payment must be taken at the imtiative of the federal
government

2 Pace ofMme Closmgs the rapid rate at wmch RuSSian coal ffilnes are already bemg closed must
either be slowed or accommodated A number of phYSical closmg, SOCial safety net, envrronmental,
and safety issues have not been adequately addressed Coal employees contmue to work without any
notice as to whether and when therr mme will be closed, or therr work place ehffilnated Unhke more
developed countnes where a SOCial safety system is m place, the RUSSian system is not yet eqUipped
to handle the growmg number of unemployed The labor market m RUSSia is, by world standards,
not mghly mobtle and an emphasis on local econOffilC development is cntical

3 Mamtenance and RepaIr of SocIal Assets m the wake oftransfemng housmg and other SOCial
assets traditIOnally rnatntamed by the coal sector, assets have either fallen mto disrepmr or been poorly
mamtamed by mumclpallties lackmg adequate financmg and "know how" to support them Few
mdlcatIOns m coal regiOns reflect that these assets have been Widely pnvatlZed as m some other
regiOns of RUSSia What poor mfrastructure eXists m ffilne commumtles must not be neglected,
freezmg pipes, dangerous potholes m roads, dllapldated housmg, and mumcipal bollers functiomng
at 5-20% capacity are some of the results of poorly managed and financed assets m RUSSia's coal
regiOns

4 Decentralization of Industry Fmance and Control one ofthe key pomts mmed at refofffilng
the coal sector has been an emphaSiS on decentraltzmg overSight and implementatiOn offederal coal
subSidies and pollcy Tms process has been slow and confused RegiOnal and local coal managers
who have histoncally never had access to informatiOn concermng their own consumer base and
operation finance, are now betng asked to budget and deSign enterpnse strategy Rosugol effectively
mamtamed a strong hold on cntical sector mformatlon and understood the mdustry-wide settmg m
wmch mdiVldual coal enterpnses were operatmg

A lack of transparency and momtonng of funds have further contnbuted to the dIfficult process of
decentrahzmg sector operations Even today, funds dIsbursed at the federallevel are not suffiCIently
tracked at regIOnal and local levels Legal safeguards as well as enhanced operatIOnal and finanCIal
management "know how" are needed to support effective decentralIzatIOn ofthe sector

5 SOCial Safety Net for Unemployed Coal Sector Workers untll 1996, the approach taken
toward assunng an adequate SOCial safety net eXisted m RUSSia for lmd-off coal sector workers was
reckless and rrresponsible Mines were closed Without nonce and agatnst RUSSian law, legal remedies
for workers either did not eXist or were not enforced Smce that ttme, workers and managers

97 UNITED STATES AGENCY FOR INTERNATIONAL DEVELOPMENT



CONTINUING ISSUES US ASSISTANCE TO RUSSIAN COAL

throughout coal regions have gamed a greater appreciatiOn for their nghts as well as the Illmted
responSlblhties of the State under market conditions Lifetime employment and hIgh wages are no
longer guaranteed, however, certaIn levels of SOCial support and assistance dunng restructunng have
a legal mandate
Today, thIs Issue IS one willch could agam fall back mto a state of mdtfference on the part of
government and local coal managers Ongomg morntonng of SOCial support and trackmg mme
closures IS still not sufficiently m place, these steps are crucial to assunng social stablhty and decent
attention to the hves ofthose caught m a drfficult transition World Bank and other donors have and
can contmue to playa sigruficant role m focusmg coal regions on these Issues

6 RUSSIan Coal Demand ProjectIOns RUSSian coal mdIcations are, that commencmg m 1998, both
domestic and export coal demand Will begm to mcrease Increases are attnbuted to an anticipated
butld-up ofhght productiOn and small mdustry m RUSSia as well as Japan and Europe's contmued
rehance on coal However, these forecasts also anticipate slgruficant moderruzatIon and an Improved
federal transport, tax, and finance mfrastructure to support a growmg mdustry The market reahty
for coal does not appear to requrre any mcreased production at tills tIme and It IS drfficult to anticipate
when and ITsuch an mcrease will be requrred ExpectatIOns that a grOWIng portIOn of coal-powered
facilitIes will transitiOn to the use of natural gas further contnbute to doubt on Increased demand for
RUSSian coal In the near future

7 ModermzatlOn US cntlcs suggest that absent attentiOn to the moderruzatlOn ofRussian coal
mmes, the mdustry will fall Into a state beyond reparr WillIe most WorId Bank and RUSSian
government emphaSIS has been on the estabhshment ofa SOCial safety net through redrrected use of
federal subsidies for coal region, RUSSian coal authontles contInue to fight for Increased federal
support atmed at moderruzatlon and buddmg new mmes ModerruzatiOn will Impact coal production
as well as mme safety and health

Access to capital as well as to new technology have posed problems for RUSSian coal authontles
seekmg to upgrade current eqUIpment Slgrnficant changes have been made at RUSSia's more
productive mmes where unproved hauhng systems, excavatmg eqUIpment, urnt cars and trucks,
conveyer belts, and longwalls have been purchased and mstalled Sttll, the rnaJonty ofRussian mmes
contmue to operate m labor-mtensIve settmgs where eqUIpment IS antiquated and the safety of
workers m constant Jeopardy

8 Industrial RelatIons VIrtually every week m Russia, some type of coal stnke IS waged
Whether a large stnke at the federal level where mmers converge on Moscow, a regional or local
enterpnse stnke, or a mme section stnke where as few as 5 workers stop work underground and
conduct a mme "sIt-m", the tool of stnkmg IS practically the only negotlatmg tool With any leverage
for RUSSian coal workers

Managers find they are snmlarly trapped m an mdustnal enVIronment where enforcement ofworker
responslbdlty IS VIrtually non-eXistent The mam Issue plagumg the sector contmues to be worker
non-payment, however, stnkes callmg for Improved 1ll1ne safety conditions or changed 1ll1ne
management are not uncommon

RUSSian coal's mdustnal relations' settIng IS further comphcated by the large presence ofgovernment
as a thtrd Interested party m how the sector operates There are few enforceable mecharusms m
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RUSSIa through wInch effectIve labor-management arbItratIOn and negotiatIon can be conducted
Mecharusms wInch do eXist are often dIsregarded by managers and the courts RUSSia'S coal umons,
notably NPG, have been at the forefront ofdevelopmg more responSIve systems to Support changmg
mdustnal relatIOns in the sector, however, sIgmficant obstacles are posed at the legIslatIve and
enforcement levels

9 Health and Safety Safety and health m RUSSIa remams m a sub-standard state m all ItS mdustnes,
world expenence has shown that Improvement of these standards WIll result not only m Improved
worker condItIons, but also m cost-saVIngs RUSSIa stIll mamtams one ofthe htghest accIdent and
death rates for coal sectors worldwIde MIne rescue team budgets have been severely cut, leavmg
ImmedIate care at the mme level m poor condItIon, coupled With RUSSIa's already faIlIng general
health care system Coal commumtIes do not always have a doctor m the vlclmty, hospItals often
lack cruCIal dIagnostIc eqUIpment, medIcatIOn, bandages, and crutches and wheelchaIrs

Worker responsIbility may also be attnbuted to some ofthe dangerous condItIOns vIsIble m RussIan
mmes Poor housekeepmg where debns IS left underground as well as the occaSIOnal worker smoking
underground (gas IgnttIon) can have deadly consequences There contmue to be reports ofworkers
covenng rome gas detectors With wet Jackets, the detectors are mstalled In vanous sectIOns of
underground rmnes, and should they detect gas levels Ingher than regarded safe m RussIa, workers
must evacuate the mme However, untIl 1995, workers were not compensated for the "down tIme"
mcurred as a result ofIngh gas levels and sometImes opted to "cover" the detectors

10 Fmancmg accessmg capItal not only to purchase coal eqUIpment, but to finance RUSSIan coal
operatIOns proves to be dIfficult Unlike other energy sectors mcludmg oIl and gas coal does not
mspIre RUSSIan or foreIgn pnvate mvestment Most coal managers remam Ignorant on what steps
must be taken to receIve financmg m a market settmg ValuatIon ofassets, break down oflabor and
productIOn costs, and financIal forecasts are Important parts ofa market financmg process wInch have
not yet become systemIC m RUSSIa Fmancmg m general remams at an InfantIle state ofdevelopment
Mortgages, leases, and small-medIUm SIZe bank loans have not become a regular part of market
operatIOns m RUSSIa

ComplIcatmg the lack of financmg optIOns for RUSSIan coal IS ItS ongomg battle wIth connected
mdustnes where some capItal could be received Power plant and transport consumers and supplIers
faIl to make tlffiely or complete coal payments, leavmg coal enterpnses With growmg finanCIal
burdens
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Appendix 1

A CLOSER LOOK AT RUSSIAN COAL

The Market for RussIan Coal

RUSSIan coal IS pnmanly used for domestIc electnclty and combmed heat and power plants as well
as metallurgIcal coke and chenucal manufactunng and small enterpnses and resIdences In SIbena
and the Far East, coal IS responsible for 500icl ofelectnc power, In western RUSSIa, nuclear power and
natural gas are covenng former coal markets Coal to gas converSIon for power generatIOn has been 1

ongoIng In the Moscow region and to a much lesser extent, the Urals, Kuzbass, and southern RUSSIa,
dunng the past four years

ConverSIOn has been a slow process, constramed finanCIally and by a reluctance of federal authontles
to support the change m the wake of growmg regIOnal and local autonomy where coal proVIdes
sIgmficant employment and econorruc and SOCIal stabIlIty RussIan gas authonties contmue m theIr
attempt to buIld country-wIde pipehnes However, tImely access to capItal has prevented pIpelIne
extenSIons and bUIldIng m a number of regions still wholly rehant on coal

Industnal demand for coal, notably cokIng coal used for steel makIng often assocIated WIth the SOVIet
defense sector has drastIcally dechned by over 50% The export market does not demand cokmg
coal, for now tills market IS hkely to remam depressed although Increased domestIc productIon of
mdustnal products could open demand for cokIng coal In conung years

UnlIke regions m Central AsIa, drrect IndIVIdual use of coal to heat stoves IS rare There are
Instances, notably m southern RUSSIa, where mmers are proVIded free coal as a benefit ofworkIng and
tills coal IS used eIther as fuel for coal bUrnIng stoves at home, or more commonly, for use at nuners'
"dachas" or country homes I

Access to the Marketfor RUSSIan Coal

Nmety seven percent (97%) of RUSSIan coal IS transported by raIl makIng It the smgle largest
commodIty transported by ratl and accountIng for 20% of all commodIty movements m the country 2

Smce 1993, much ofthe former power of the MIrustry ofRatlways has been decentralIzed, pnmanly
to 19 regIOnal ratlroads A cntIcal element m the evolVIng market-based coal sector m RUSSIa, the

lthe connotatIon assocIated WIth "'cO\wtIyhome can be tDJSleadmg m the typical RUSSian coal mmer or coal manager case
a dacha IS u.suafr., an m<hvIdual one floor wooden cabm Without heatmg or plumbmg situated on a cntlcal plot of arable
land where a garden for sustenance IS mamtawed Dunng the SOVlet era. regulahons as to the height ofdachas prevented
the bwldmg ofsecond floors YlUl Fedchenko Drrector of the Kemerovo 'Upgradmg Institute for Mmers' was responsible
for measurmg dachas dunng thIS time and was occasionaU.. able to permtt "vanances to certam party members Also
common. espeelallv throughOUl Sibenan coal regtons. are shared bUlldmgs or 'vacatIOn homes' where a mmers' famtly will
share common areas and farm communal land

zlnternatlonal Energ\' Agencv (lEA) R Quenon



nul system IS operated under the Natural MonopolIes Law and will not be subject to pnvatIZatlOn

An econorruc realIty of the new Russia has been the mcreased cargo and passenger raIl costs
IncreasIng cost IS attnbuted to Increased labor and fuel costs and decreased cross-subsidIZation of
passenger raIl by cargo raIl A general reluctance to contmue raIsIng passenger rates, already hIgh
by average Russian Income standards, places another econorruc burden on the coal sector whIch IS
completely rehant on rall transport

Irutlal pnce hIkes In all sectors throughout Russia were most traumatIc dunng 1993-1994 At thIs
tIme, coal pnces mcreased 540% whIle thermal coal freight rates mcreased 1,760%, thIs penod
marked the begmrung ofan almost 50%50% coal/raIl pnce ratIO where raIl cost had formerly taken
upwards of20% of coal pnces per ton There contInue to be mstances where transport costs well
exceed 50% ofcoal pnce per ton

Dunng thIs penod of awkward decentralIZation (l992-present), regIOnal raIlways have had an
opporturuty to take advantage oflocal market demand and to negotIate favorable terms for transport
under their regIOnal JunsdlctlOn Marked mcreases m repetItIve urnt traIn shIpments (e g coal
transported to local power statIOns, murnclpal boilers) have occurred although they are subject to
review by federal raIl authontles

Transport of coal contmues to pose a finanCIal problem to mcreased movement of coal and coal
products, however, m addItion to the hIgh cost ofcoal transport, avaIlable raIl transport frequently
proves to be unrelIable Coal IS transported longer dIstances across RUSSia than anywhere else m the
world An average transport distance for RUSSian coal IS 1200 kIlometers

Inter-Industry relatIOns between RUSSIan coal and raIl sectors are straIned and have resulted m
mcreasIng Federal Intervention as well as non-payment

A cause for tensIOn has been the RUSSian coal sector's mandate to respond to State coal orders, such
as to supply a local mUnICIpal bouer WIth coal dunng WInter months, where the reCIpient IS unable to
pay for the coal The cost of transportmg the coal IS to be paId, at least m part, by coal producers
and coal consumers RaIl authontles often balk at takIng on such orders, understandIng the Circle of
non-payments whIch they WIll be entenng Where raIl agrees, coal producers and consumers are m
debt to them, where raIl refuses, consumers are left WIthout a cntlcal source of energy and coal
producers must often stockpile (store) excess coal

Federal rall authontles have been workIng to some extent WIth Rosugol and hold membershIp m the
Inter-Agency Coal COmmIssIOn Coal offiCials can dispute raIl rates to the Mtrnstry ofRaIlways but
the process IS lengthy and generally aVOIded by coal sector offiCials

Exportsllmports

At no POInt have RUSSian coal exports exceeded 10% of total productIOn, 1996 exports have been
hsted at 20 rrulhon tons (less than 10% total productIOn), pnmanly to Japan 1997 exports are
expected to be JUst under 10% oftotal annual productIOn RUSSIan coal exports have IncreaSIngly lost



therr competItIve edge due to lugh ratl freIght costs and mflated mmmg costs wluch have contmued
to mclude lugh SOCIal as well as productIOn costs

A "Comnuttee on Currency and Tanffs" was establtshed m 1994 by the M1mstry ofRatlways to set
fretght rates on ratl slupments to encourage export where payments were bemg made by foreIgners
TIns comnuttee handles export, unport and m-country transIt slupment freIght arrangements and sets
freIght tanffs Startmg m 1994 untIl today, tanffs set on coal bemg shtpped for export became
sIgruficantly lower than comparable m-country coal slupment dIstances RussIan coal traders and
"nuddle men" have greatly mfluenced tlus tanff process 3

In addItIOn to lugh cost, several other Issues are contnbutmg to RusSIa's loss m the coal export
market SpecIfically, the qualtty of coal deltvered on contract, tuneltness ofcontract performance,
a general reluctance by RussIan coal OffiCIals to negotIate long-term contracts, and confusIon on the
part of potentIal export consumers on who to deal WIth m the RUSSIan coal sector when seekIng to
purchase coal

In 1994 and 1995 mmunal quantItIes ofcoal were Imported to RUSSIa, pnmanly from Poland, by steel
plants m the Moscow regIOn Whtle complamts about the qualtty of coal were noted, the pnce of the
coal was consIderably lower than the coal tradItIOnally used by these plants from Vorkuta and other
ArCtIC coal regIons Tlus econonuc realtty was aptly used as a tool by managers to quell nsmg
worker stnkes m the VorIcuta regto~ "yourJobs are bemg threatened by Poltsh coal workers!" ArctIC
coal workers' 1995 demands for back wages and secure Jobs ImmedIately qUIeted

RUSSIan Coal Pnces

In July 1993, RUSSian coal pnces were lIberallZed although It was not untIl at least 1995 that
mdlvidual nune enterpnses reallZed any benefits from the lIberalIzatIOn The realIty remamed that
pnces were, dIrectly and/or mdrrectly, controlled by the RUSSIan Government and very much
"overseen" by the State Coal Company, Rosugol By world standards, RUSSIan coal pnces generally
remam low, however, nsmg transport costs have left some RUSSIan coal pnces m excess of productIon
value

lrutially, at least between 1993-1995, mme enterpnse managers lacked famIlIanty Wlth market pncmg
and the balances between cost and pnce Great uncertamty toward the amount offederal SubSIdIes
whIch the sector would receIve each year 10 addItIon to rapIdly nsmg support and transport costs
further left managers to rely on pncmg conducted by the more centrally located and ImplICItly more
mformed managers ofRosugol

An mcredibly profitable WIndow of opportumty was avaIlable to former, savvy State enterpnse
managers over a span of approxunately 3 years (1993-1996) where the market would pay

%bhc sector actIon to set fretght rates for export below those for mternal shIpments mtght be regarded as an export SUbSld\
under GATT and could attract complamts from other slgnatones of the European Energy Charter Treaty (InternatIonal
Energ\ Agency (lEA) R Quenon)



consIderably more for goods whIch cost consIderably less to produce The early days of refonn
throughout RuSSIa left many managers wIth profits over 5000!<J Tlus excess was qUickly reduced, but
profits of 100% were not uncommon

Many goods were so hIghly subslIllzed that managers took advantage ofboth the federal support and
the hIgh market pnces avaI1.able to them Tlus seemmg "wllldfall" ofprofits may have been remvested
mto partIcular sectors, or at least dIsposed back mto the local economy

However, VIrtually all IlldicatIOns show that partIcular managers and theIr families benefited most
from tlus unsupervIsed penod ofeconOmIC exploratIon Fonner captams of commurusm had become
what they were earher taught to despIse, "capItalIst sharks" An addItional wmdow was proVIded by
the lack ofmorutonng funds, permIttmg managers to "pnontIze" spendmg where often SOCIal support
ofworkers took a back seat to mternatIonal trave~ new cars and renovated offices for coal managers

The management mentahty created at thIs tIme, antICIpatIng such hIgh levels of profit, was dangerous
Even for those who dId not manage to realIze such profits, they understood the potentIal VIa the
earrungs of colleagues 4 Perhaps WIth the proper guIdance of law and enforcement, some of the
econOmIC excesses of the time could have been aVOided, or at least more "WIse" remvestment m
certaIn sectors could have occurred StIll, the realIty ofRUSSIa's WIld emergence as a hybnd market
economy contmues today where the econOmIC, legal and SOCIal boundanes sImultaneously evolve,
WIth the rules to gUide them

WhIle pnce-setnng has very much been decentralIzed, local managers contmue to receIve federally
generated "State orders" and are reqUired to perfonn contracts WIthout necessanly receIvmg timely
paYment, If paYment at all ThIs non-paYment further skews the already vague market value of
RUSSIan coal

Both coal and gas pnces mRuSSIa are dtreetIy or mdtreetIy controlled, gas pnce controls have forced
coal prIces m some regIOns to remain at less than full cost m an attempt not to lose sIgmficant
portIOns of the energy market to artIfiCIally cheaper natural gas Coal mdustry losses have
tradItIOnally been covered by federal SubSIdIes mto 1997, despIte World Bank urgIng to remove thIs
subSidy from the federal budget

Mme Health and Safety

RUSSIa expenences a Sigruficantly hIgher number of coal mIne aCCidents than any other country m the
world Antiquated eqmpment, treacherous mInIng COndItIons, and a detenorated enforcement system
ofsafety practIces have contnbuted to the heIghtened safety nsk at whIch RUSSIan coal mIners work
RedIrected financmg over the past five years has madvertently resulted m a decrease m the

"ibIs mentalIty has been smularlv dtspla\ed h\ RUSSIan banks, reluctant to lend to small busmesses ",here antlcIpated profits

could not near those generated by other energy and natural resources speculation actlVltles and larger busmesses



constructIon of cntIcal mme ventilatIon and alternatIve shafts (verttcle access between above and
underground)

US experts from the MIne Safety and Health AdmtrustratIon, 10 addItIon to a WIde array offoreign
mtne safety professIOnals, have found the SOVIet mme safety laws to be "superb" and to address all
aspects ofmme safety Issues The SOVIet safety laws contInue to gwde the mdustry, however, It IS
the fatlmg system of enforcement wluch ltmtts the potential power of these laws

MIne Safety Inspectors work under the auspIces of the RUSSian Federal Regulatory Commtttee on
Safety, "Gasgortechnazor", wluch addresses all types of mtrung and metro actIVitIes There are
regional commttlee offices as weR although the dlstnbutlon ofmformatlon and trammg among these
offices remams very uneven MIne safety 1Ospectors, traditIonally a respectable pOSItIon for veteran
mtners, were hard lut dunng the last five years where salanes were severely cut, well below rates paid
to mmers Non-payment of salary has become a regular practIce By 1994, most veteran nune
1Ospectors had returned to the coal mmes where lugher wages could be earned, leaVing newly
graduated students to mspeet mmes Also due to fundmg shortages, mme mspectIOns were reduced
from 2-3 tImes per month to once or tWIce per 2-3 months

Mine rescue teams are "para-military uruts", part of the RUSSIan rru.1.J.tary, wluch have been unable to
mamtam modern medical practIces due to a lack of fundmg for eqUIpment, and trammg MIne alarm
systems are 10 place underground, however, It IS not uncommon for vanous alarms to not functIOn
or to be maccesslble

One ofthe most common health and safety Issues repeatedly recogruzed by US coal experts VIsIt10g
RUSSian mmes was "housekeep1Og" Underground mtne tunnels are often ltttered WIth extra wood
beams, tools, broken eqUIpment and parts, and coal ptles Droopmg cables and lugh water content
mcrease potentIal danger as well as unrelIable electncal and ventIlatIOn systems RUSSIan mtnes are
10herently gassy wluch presents a greater nsk where electncal faults are not well-maintained and
neghgence eXists

Perhaps the most extraordmary coal mme aCCident 10 RUSSIa's recent lustory killed at least 67
underground workers 10 December 1997 The explosIOn was at Zynanovskaya Mme 10
Novokuznetsk 10 Kuzbass wluch has a lustory oflugh methane gas levels InvestigatIon of the cause
of the explOSion IS ongomg WIth 1Omcanons that a methane gas IgrutIOn was the pnmary source of the
explOSIon To date, the pomt of IgrutIOn has not been determmed S

'In the former SoVIet Umon. unless a \\orl..er \\as killed ' drrectly" as a result of an underground ex-ploslOn - e g underground
- the death would not be recorded as one of the dlfect number ofworkers killed m the aCCident (e gammer who mes da.... s
follo\\mg a mme e'\.-ploslOD where he suffered severe burns \\ould not be mcluded m the actual DUDe "death toll" RUSSia
contmues tlus reeordmg practIce



On average smce 1992, 254 people dIe each year as a "dIrect" result ofmme accIdents, tIns figure
would not mclude mdIVIduals mJured underground who later dIe from those mJunes 6It IS not
uncommon that nuners' bodIes are not recovered folloWIng mme accIdents m RussIa

The number ofRuSSIan coal workers WIth factal and body scars and nussmg dIgIts and hmbs IS VISIbly
shockmg In the summer of 1992, I was asked by VorkutaUgol and the CIty ofVorkuta to present
a semmar on "pnvatlZatlOn" The term was new and mmers were confused about steps to be taken
toward thIS new goal In an attempt to SImPlIfy what was a complIcated tOpIC to people wholly
unexposed to market structures, I chose to use the human body as an analogous structure to the
concept of pnvatIZatlOn

Thmkmg myselfclever and able to realIstIcally teach thIs concept, I taped a large chart of the human
body whIch I had drawn on about 50 8 'i'2" x 11" pIeces of paper Each body part had sIgmficance

• Feet - banks, money - the foundatIon of the pnvate sector
• Body - small, medIUm and large busmesses
• Head - laws, regulatIons to gUIde the pnvatlZatlOn process and protect people dunng reform
• RIght Arm -the State whIch currently guIded the process
• Left Ann -property nghts whIch would begm to dIctate power m the pnvatIZatIon process
• Fmgers - mdIVIduals who make the structures work
• Muscles - educatIon, trammg whIch WIll help mdIVIduals strengthen the process
• Eyes - VISIon toward free market operatIons

WithIn mmutes ofstartmg to speak, I recogrnzed that of the 30 or so men to whom I was spealang,
12 (I counted l ) were rrussmg dIgits or hmbs I proceeded With the human body analogy and receIved
a rude awakerung to the realIty ofthe SItuatIon m whIch I was workmg After my talk, a mmer named
Bons came up to me and snuled He had lost the lower portIon of rus nght arm m a 1984 mme
aCCIdent, pomtmg to hIs lost arm, Bons saId, "see?, I even knew then that we dIdn't need the State!"

By western standards, the notIceably low mecharnzatlOn m RUSSIan mmes has been attnbuted, by
RUSSIan mme engIneers and managers to (1) the State's need to mamtam labor mtensive work to
support 100% employment, (2) lack of techrucal "know how" and modem productIon of needed
eqUIpment, (3) lack offinancmg for modernIZatIOn, and (4) dIfficult rntrung condItIOns whIch would
not naturally support certaIn machInery

Underground coal transport IS predomInantly mecharuzed where old conveyer belts and urnt cars are
used to move coal, and agaInst rules, often cany workers as well Several workers dIe annually by
breakIng the rules not to nde the fast-mOVIng conveyer belts whIch are to be used solely to transport
coal pIeces from below ground to hIgher places m the mme or even above ground Tunnelmg
machmes (dIg out sectIons of the nunes smnlar to tunnels) are In operatIon, but theIr generally low
performance leaves underground roadway constructIOn In a relatIvely pnnutIve state

6Independent and TraditIOnal MIne Uwon annual figures



The m8.jonty ofcoal romed m RUSSIa IS a result of ''Longwall Mimng",7 however, adequate longwall
equIpment and the use of modem maclunery have not been avaIlable to RUSSIan mmes 8 Wooden
beams have tradItIOnally been used to support mme roofs although some movement toward usmg
"roofbolts", especIally those produced m both RussIa and the US (Joy, ElffiCO), has occurred m the
last five years Wooden props and roof supports are very common, despIte theIr labor mtenslVe
mstallatIOn, some hydraulIc props are present as well

Coal dust presents a major health and safety problem for the RUSSIan coal sector Inadequate
methods and eqUIpment for "washmg" the coal WIth "rock dust" leaves coal exposed and greatly
susceptIble to combustIon When RussIan mmers VISIt US mmes, they are repeatedly m awe of the
tluckness (height) ofUS coal rome seams as well as the "wluteness" of the nunes, the whtteness IS
the result ofthe wlute rock dust wluch IS regularly washed or sprayed over the black coal They are
also amazed that US coal workers often work belund a plastIc-glass wmdow, as a chtld playmg a toy
pIck-up game, and operate heavy maclunery usmg buttons, dIalS, and levers WIthout ever touchmg
coal

RUSSIan Coal Sector Management Structure

Federal Level

Durmg the SOVIet era, the coal mdustry was controlled by the central government, based m Moscow,
pnvate busmess, referred to as "commercIal busIness", was illegal CentrallZed management of the
coal sector by government OffiCIalS relled only on central managers and workers at the mmes Mtd
level managers and even enterpnse managers were not necessanly cntIcal to the overall operatIon of
the coal sector The SOVIet coal sector was centrally managed by The MIrustry of Coal In Moscow

In 1987, a "new econorruc mecharusm" was Introduced under Party Leader MIkhaIl Gorbachev, tlus
mecharusm delegated some management control to enterpnses StIll, the MIrustry ofCoal contInued
to control the dIsbursement ofmdustry funds (caPital, wages) and the Central Government contInued
to mandate State coal order quantitIes, IdentitY consumers, control pnces, and oversee sector
operations

Unprecedented coal worker stnkes commenced m 1989 and contInued mto 1991 Stnkes began m
Donetsk, Ukrame and Vorkuta, RUSSIa, followed by VIrtually all coal regIOns ofUkraIne and RUSSIa,
With Kazak, Georgtan and Armeruan mmers JOlrung as well Some worker demands reflected the
structure of sector operations and Included greater enterpnse autonomy and Increased access to
foreign markets The nuners understood that much of the coal mmed at their enterpnses was, per

1.ongwall employs a steel plow or rotatIng: drum. wluch IS pulled mechamcallv back-and-forth across a face ofcoal that IS

usual1v several hundred feet long The loosened coal falls onto a conveyor for removal from the mme Longwall operatlons
mclude a h, drauhc roof support S'r stem that advances as mmmg proceeds allowmg the roof to fall m a controlled manner
Long'-"all operatlons are lughlv productIve and generally Lmprove safe~ (Facts About Coal NatIOnal Mmmg Assoclatlon)

8Average dath output per face IS 500 tons m Russla, however, fully mechanIZed faces average 700 tons and certam faces
have produced over 1000 tons per da,



State order, transported to far away regIons when econOffilCS and tlDle would suggest that partIcular
coal be better used locally The State's overlap of productIOn and consumer bases forced certam
commumtIes to become rehant on others, creatmg a web of econoffilc and energy dependence
throughout the SOVIet Umon 9 LegaCIes of thIs awkward dependence contmue today

Before 1991 m the SOVIet Umon, a "CouncIl for Mutual Econoffilc AsSIstance" eXIsted whIch
grouped trade asSOCIates m the SOVIet Uruon ruble zone, despIte the "non-monetary" state of SOCIahst
SOCIety, capItal was needed for the country to purchase certam foreIgn goods (eqUIpment, consumer
goods) and tills counCll facllltated the generatIOn ofhard currency The SOYlet Uruon looked to Its
mdustry and natural resources to produce reqwred hard currency, the coal mdustry lacked the ability
to generate slgl11ficant capItal

DespIte the SOVIet Miner Hero Image, the econOffilC realIty ofRussIan coal was, that m Its best day,
less than 10% coal produced was exported for hard currency and that the od and mllitary-mdustnal
complex sectors were better poSItIoned econoffilcaIIy Thts realIty left the SOVIet coal sector m a poor
bargammg pOSItIOn m desIgrung Centrally planned ''five-year productIon plans", over the years the
sector had recklessly developed new mmes and wasted sIgru.ficant capItal mvestment JO

1991- The evolutIon offederal coal mputs foIIowmg the break: up of the SOVIet Umon has been full
of Important change whIch reflects an evolutIOn toward a more market-onented sector, but one m
whIch the State contmues to mamtam a sIgmficant grasp By September 1991, 77 coal enterpnses
were uruted under the umbrella of a newly created RUSSIan Coal CorporatIOn or "Coal ofRUSSIa"
The term "coal enterpnses" refers to underground and surface coal mmes as well as "coal
asSOCIatIons" whIch were the umbrellas for more than one mme, coal preparatIOn plants, mme deSIgn
mstItutes, coal eqUIpment buIldmg factones, and coal transport faCIlItIes The RUSSIan Coal
CorporatIOn, based m the MinIstry ofCoal at 15 Novy Arhat, Moscow, would ImtIally represent these
77 enterpnses to the RUSSIan Government, and ultImately, evolve as a quaSI-arm of the government
whIch dIrectly aSSIsted m the budgetmg as well as the dIsbursement of state funds, mdustry
management, and deSIgn ofmdustry strategy

In December 1991, The MinIstry ofCoa!, formerly responSIble for all SOVIet coal operatIOns, and led
by Valeny Shadov, was OffiCIally dIsbanded Mr Shadov IS now PreSIdent ofRosTrans, a commodIty
transport company whIch mcIudes coal transport Under the new, mdependent RUSSIan FederatIOn
Government, the structure of coal sector management was sigruficantly changed Most of the key
players of the time contmue to lDlpact RUSSIan coal sector restructunng today

9'Jlus fact shocked US onlookers assessmg Soviet Coal operatIOns m 1991 where a coal COmmunI!) m western Sibena
would supply coal to a power plant m the Far East or an Arctic coal rome would supply coal to Ukrame wwch produced Its
own coal Manv power plants located near coal mmes were mtentlonallv deSigned to use a drlferent grade coal than that
'" wch was locallv av3.1lable

10m 1991 an average of 10-15 years was reqwred to complete the bwldmg of a new mme m RUSSia actual completion
,"ould often follow up",ards of20 )ears'construcbon As a rule m the US Ifa mme ",ill reqUire more than 3 years to bul1d,
the project IS generalh not econoIDIcallv feasible and not pursued



An mcreased understandmg that new mstitutIOns were requIred to support econOmIC refonns m
RUSSIa often faIled to recogrnze the more detaIled requIrements of market support Acts whIch
appeared to be VISIOnary, bold and respoIlSlVe to change at the tIme - splIttmg ofmdustnal propertIes,
realIgnment of sector control, and appomtments and "demotIOns" of mId-level managers - were
commendable 'fust steps" toward change Still, It would later be the detaIls ofmarket development
wluch would present major challenges to RUSSIa's coal sector and mspIre InnovatIve responses 
creatmg budget "lme Items", pnontlZlng spendmg, non-support of unprofitable enterpnses, and
establIshment of transparent management and financmg systems

1992 - The MInIstry of Fuel and Energy establIshed a growmg coal branch led by Deputy MInster
Alexander Yevtoushenko, former DIrector ofRaspadskaya Mine In Kuzbass A Coal COmmIttee was
establIshed WItlun the MIrustry ofFuel and Energy m late 1991, becommg actIve In 1992 Headmg
the Mmstry's Coal COmmIttee was Yun N Malyshev, former Kuznetsk Ugol DIrector who would
become General DIrector and PreSIdent ofRosugol The RUSSIan Coal CorporatIon gamed greater
powers delegated by the Central Government and was led by Valeny Zaldenvarg who would
ultImately become a Deputy to Mr MaIyshev at Rosugol Wrthm four years of theIr creatIOn, It would
become clear how complex the newly created structures, theIr powers, finanCIng, and property nghts
were 11

By late 1992, the RUSSian Coal CorporatIon was agam reorgarnzed by the federal government as the
"RUSSian Coal Company" The RUSSian Coal Company compnsed over 100 enterpnses Ten of
RUSSIa's best and bIggest coal rnmes and preparatIOn plants had declared themselves "mdependent",
mdicatIng that they would not be rehant on dIrectIOn from the RUSSIan Coal Company In fact, these
ten coal enterpnses began to receive theIr fundmg, disbursed by the RUSSian MIrustry ofFmance,
from the MIrustry ofFuel and Energy and co-managed mIne operatIOns With the MIrustry

By December 1992, It was clear that another change m federal management ofRussian coal would
come A year of "stops and gos" m favor of reform had been led by the lIkes of Yegor GaIdar,
Gngory Yavlmsky, and PreSident Bons Yeltsm lumself RUSSIa had Just about establIshed a polItical
framework m wruch to gUide the polItical and econOmIC changes m store for the nation, the
dismantlIng of the "SoVIet Supreme" councIl was replaced by a parlIament-hke structure usmg the
pre-Russian revolution name, 'TIuma"

1993 - In March 1993, the RUSSIan Coal Company was offiCIally dIsbanded and a three year charter
was given to "Rosugol" or "RUSSIan Coal" ThIs quasI-publIc State Coal Company was charged With
pnvatlzmg the sector, as well as carrymg out most State functIOns connected With coal sector
management TIns broad mandate penrutted Rosugol the luxury ofdeSIgnIng and disbursmg the State
financed coal budget wlnle leveragmg outSIde resources and mvestmg Its overall capItal beyond coal
sector actIVITIeS Vaned OpInIOn eXIsts m RUSSIa as to the responsIbIlIty ofRosugol to attend to the

II"Restructunng the Coallndustn m the Kuznetsk Coal Basm was presented as a ftrst step toward sector reform to the
RUSSlan Government and Kuzbass regIOnal authontles The report, dated July 16, 1992, ",as prepared by Mt1JlaJ1 Bemstam,
The Hoover InstItutlon. Edward P Lazear UmveTSl1V ofCb.tcago and Charles McLure The Hoover Instltutlon Professor
Bemstam contlDued to advlse on coal restroctunng and econoIDlc m RUSSIa WIth PIER and other asslStance efforts
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In 1993, Rosugol was VIrtually the central authonty to every coal mme enterpnse and affihate m
RuSSIa Even the ten mdependent coal enterpnses ofRussIa were m some way connected to Rosugol,
often through Rosugol's finanCIal control over fundmg SOCIal assets, health and commuruty costs, and
general eqUIpment and mdustry capItal

In early 1993, under the dIrectIon of Pnme Mtruster Yegor Gatdar, an "Inter-Agency Coal
CommISSIOn" was created where all federal, regIonal, and local government bodIes would have a
VOIce m determmmg the fate ofthe RuSSIan Coal Sector Mr Gatdar had been an advocate of mmers'
nghts well before the changes of 1991 and was deemed a "saVIOr" of the ordmary worker from State
greed and neglect

However, at thIs pomt m RUSSIa's econorruc hIstory, It remamed unclear to the maJonty ofoffiCIals
whether "theIr" structure should get mvolved WIth "another" structure At the federal level, each
Mirustry had always functIOned Independent ofother nnmstnes, Inter-Industry relations was a new
concept and JustIficatIOn for such relatIons was not fully understood Surularly, the mclusIOn of
regIOnal and local governments m what had tradItIOnally been Issues addressed by the Central federal
government, was very dIfficult to accept Fmally, a general mabIlIty to commurucate, mobIlIze and
orgaruze seSSIons of the Inter-Agency Coal Conumssion stemmed from a lack of partIcIpant will as
well as the faIlure of orgaruzers to adequately convey the purpose and mtent ofthIs new structure

In fall 1993, the World Bank's mrtial attempt to produce a Jomt report on RUSSIa's coal sector faIled
when the RUSSIan government aSSIgned Rosugol as the local Bank partner and common approaches
toward measures aImed at reform could not be agreed by the Bank and Rosugol The Bank's gray
cover report, pubhshed m December 1994, suggested the "demonopohzatlon" of Rosugol and
RUSSIa's coal sector, thIs suggestIon coupled WIth other publIshed World Bank findmgs, quashed
VIrtually all tIes between the World Bank and Rosugol

I!In 1992 a Fund for SOCIal Guarantees ,"as establIshed Wlth support from the Mm1stn of Fuel and Energy and RUSSIan
Coal CorporatIon By 1994 Mr Kozhuhovsk-y was ousted from Rosugol offices The Fund made sIgnrlicant Inroads m
pnon1JZmg federal spendmg for soclll1 needs wrth whIch Rosugol did not agree The Fund contmued to operate Wlth support
from the MID1stt; of Fuel and Energy In 1994 the tradItIonal coal trade UDJon and Rosugol establIshed a "Coal Fund"
whIch was to address SOClallSSUeS TIns second fund operated stmultaneous to the Fund for SOCIal Guarantees and was more
SoVIet m Its proVlSlon ofSOCIal support vacatIon homes chIldrens' camps relocatIon programs, and benefits for deceased
mmers' families)



1994 - By late 1994, Rosugol was a fOWlder, Jomt partner or mamtamed some type of affiltatIOn WIth
at least 21 comparues, not all ofwhtch were drrectly related to coal

• Oll refinenes
• Gas sector mvestment
• Banks (e g mam contnbutmg founder to the "RussIan Bank ofRaw Matenals and Coal)
• EqUipment manufactunng (turbmes, excavators)
• Housmg constructIon (m coal and non-coal regions)
• Coal and enterpnse consultmg sefVIces (transport, marketmg, tradmg)
• Gems - mvestment and productIOn (Urals, Far East)
• AIr FIelds (Kuzbass)
• Coal and commodIty transport

VIrtually each entIty was named "Ros" as a recogrution ofRosugol and RussIa WIth an abbreVIated
endmg The housmg constructIon busmess IS called "RosstrUlt" (RussIan constructIon), transport
IS called "Rostrans" (RussIan transport)

Rosugol managers were forrnmg what would evolve to become a "holdmg company" usmg both State
and pnvate funds Regional Rosugol structures were estabhshed to manage Rosugol's grOWIng
enterpnse The fundmg cycle was such that a local mme enterpnse seekmg to buIld housmg for ItS
mmers or purchase coal productIon eqUipment, was tIed to Rosugol sufficIently to reqUire that the
enterpnse pay the Rosugol regional affilIate to complete the effort

Rosugol would then dIsburse federal funds to the local enterpnse whtch would be used m part by the
enterpnse to pay a Rosugol affihate (e g RosStruIt) for the constructIon ofhousmg or eqUipment
purchase Over the years, rome managers relayed that the remamder of federal SubSIdIes due theIr
enterpnse would be delayed or fully WIthheld If the mme dId not use a Rosugol affihate for reqUIred
sefVIces

By rrud-1994, the RussIan Mimstry ofEconomy had taken on a new role m the coal sector and would
eventually become the lead RuSSian government entlty m sector restructunng and the key federallmk
to World Bank lendmg The Mimstry ofEconomy had already taken on an actIve role m oIl and gas
Issues A ''Coal Department" WithIn the Muustry was establtshed and led by Igor S Kozhuhovsky,
a former fitter from southern Kuzbass, the CIty of OsInIkee, and former DIrector of the "Fund for
SOCIal Guarantees"

Mr Kozhuhovsky has been the lead "coal VOIce" 10 the Muustry of Economy, workmg With then
M1ruster ofEconomy, Yakov M Unnson The Coal Department WIthm the Muustry ofEconomy
became the "partner" and even "overseer" of World Bank coal actIVIty Includmg the operatIons of
the Project Preparation and ImplementatIOn Umts

1995 - By late 1995, the Inter-Agency Coal Comnussion (MVK as the ruSSIan acronym) gamed Wide
acceptance throughout RuSSia's coal regions as well as at the federal level ofgovernment The MVK
became a venue where up to 300 people could partlClpate In a relatIvely orgaruzed meetmg and speak
freely With RUSSIan and foreIgn press m attendance The MVK, always led by a Deputy Pnme



MInister, has allowed democratic pnnclples to evolve around cntlcal econOInlC detefInlllatlOns and
contmues to function today

In July 1995, the Russian Government, m a letter from Pnme Munster Anatoly Chubals, formally
requested World Bank lendmg for coal sector restructunng The World Bank unmedlately
responded The Muustry ofEconomy took the lead role m estabhshmg a Project PreparatIon Urnt
(PPU) by August 1995 at 15 Novy Arbat US, Japanese and UK fundmg contnbuted to the
estabhshment of the PPU and the former Drrector of USAID-funded PIER become the Project
AdVIsor to the PPU RegIOnal and local networks were bwlt, relymg greatly on already estabhshed
networks created by PIER

1996 - By 1996, the scmsm between Rosugol and the World Bank was unrepalrable Federal
MlnIstnes mcludmg FInance, Economy, Fuel and Energy, and Labor had taken on conSiderable
mterest and mcreasmg responsibility m coal sector Issues The FES actIvely produced resuts to assIst

unemployed nuners Gaps traditIOnally filled, or at least the responsIbIlIty of Rosugol, were now
delegated to other federal agents who demonstrated remarkable mterest and understandmg

By February 1996, World Bank lendIng was Immment and at the urgIng ofRUSSIan offiCIals seekIng
a loan pnor to June 1996 PreSIdentIal electIOns, receIved pnonty status from the World Bank and
RuSSian Government In July 1996, two World Bank loans were made to RUSSIa $500 Inllhon Coal
Sector Adjustment Loan (SECAL) and $25 nnllton ImplementatIon AsSIstance Project (lAP) The
latter loan was Introduced as avaIlable techrucal aSSIstance to the sector In late February and receIved
defirute Interest on the part of the RUSSIan Government by early May 1996

Perhaps the two most powerful legaCIes of the new awareness and openess are two InstItutIOns put
m place by the PPU Local OversIght COffiInlttees (LOCs) In RUSSIan coal regIOns and the
ASSOCiatIOn ofMtrnng CItIes

• Local OversIght Committees - InItially estabhshed In Inld-1996 30 ofapprmamately 164 coal
cOmmUnItIes, these COffiInlttees were created as partICipatory commurnty structures to
collectIvely addressed how federal coal funds, dIsbursed to support coal sector workers as well
as coal commurutles-at-large, would be allocated

The committees now total 50 and vary In partICIpatIOn and agenda, In some regIOns, these
COffiInlttees are spearheaded by the Mayor's office workIng together WIth Inlne dIrectors and local
busmess leaders work together to reVIew and suggest uses for federal coal funds Other COffiInlttees
compnse more Inld-Ievel managers, commurnty actIVIsts, NGOs, and bUSIness development people
addressmg the effectIve use ofboth federal as well as a broader agnda ofhow other local resources
can be used toward econOmIC lffiprovement, still other COffiInlttees functIOn as murncIpal departments
and are not partiCIpatory In nature

The COffiInlttees had received penodlc techrucal aSSIstance fundmg from the World Bank
ImplementatIOn AsSistance Project although tms support has dlInlrnshed In 1997

• ASSOCiation ofMmmg Cities - conducted ItS first meetmg February 28, 1996 where 17 Mayors



made unprecedented conumtments to an mdependent body of local adffiffilstratlOns slOlllarly
affected by coal sector restruetunng Meetmg partIC1pants were vocal and a protocol of operation
was agreed to and signed

World Bank representatives were mVlted to speak and a large packet ofmatenals were dlstnbuted
to the Mayors whIch mcuded (1) laws lffipaetmg coal reform, (1) federal budget for coal, (3)
InformatJ.on about the US Mayors' Councll, (4) World Bank InformatlOn concernmg coal and other
actIVltles m RUSSian coal cltles

Smce that tlffie, the AssoclatlOn meets apprmamately every 2 months, mamtams a seat on the Inter
Agency Coal COnumSSlOn, IS regularly used to dlstnbute InformatlOn and a source for Mayors seelang
mformatlon on federal coal fundmg and pohcy

The AssoClatIon receJ.ved $150,000 techrucal asSistance fundmg from the July 1996 $25 mllhon World
Bank Imp1ementatlOn AsSistance Project (lAP) m December 1996

By June 1996, a RuSSian FoundatJ.on, "ReformUgol" (Reform Coal) was legally estabhshed to support
coal restruetunng and serve as the PrOject ImplementatIOn Urnt (Pill) for World Bank.1endmg to the
RUSSian coal sector Tros mdependent foundatIon was Irntlally funded by $1 ml1hon USAID,
$640,000 Japanese Trust Fund support, and an undIsclosed amount ofUK Know How "m-land"
consultanCles The RUSSian Government lrutially proVlded staff and office support wroch ultlffiately
reqUlred payment

At the tlffie World Bank lendmg commenced to RUSSia for coal sector restructunng, the roles of
federal agents effectmg coal Issues had changed slgruficantly, an excitement preval1ed

• Rosugol managmg and disbursmg approXlmately 20% (as opposed to histone 80-100%) State
coal funds, pnmanly lme Items directly related to coal sector actIVltles,

• Mlfilstry of Fmance dlsbursmg approXlmately 80% State coal support directly to local
Treasury Departments and murncipalitles, pnmanly for SOCIal and commurnty support Items,

• Mlfilstry of Economy lead structure of Inter-Agency Coal COnumSSIOn, responsible for
chartmg overall course ofcoal sector restructunng and assunng accurate disbursement of federal
coal funds,

RefonnUgol. lead structure for deSign and Implementation of$25 trnlIton technIcal assistance
World Bank lendmg to support $500 trnllton World Bank and RUSSian federal coal support
ImplementatIOn,

• MlDlstry of Fuel and Energy contmued lead on deSign of sector restructunng mcludmg
dIVISion ofproperty and attempt to "trust manage" upwards of25% ofseetor enterpnse shares,

• State Property Committee m the background but Increasmgly Important role m the dIVISIon
of sector property,



• Federal Employment ServIce (FES) and local employment servtce (LES) offices responsible
for cntlcal fundmg and support of unemployed coal workers, fundmg based decreased due to
CIties and local enterpnses faIlure to pay taxes FES and LES offices often establIshed financial
allIances With local coal enterpnses to support laId-off workers dunng restructunng (In late
1996, FES was merged WIth the Mirustry ofLabor resultmg m the "Mimstry ofLabor and SOCial
ProtectIOn"),

• The Inter-Agency Coal CommissIon (MVK) quarterly participatory meetmgs have been
conducted between 1995 and 1997, regIOnal "MVKs" prepared regIOnal coal restructunng plans
wruch were subnutted for reView to the federal MVK, regIonal plans addressed SOCial safety net,
Job creation, relocatiOn, labor-management relations, sector development and financmg

• Duma certaIn conuruttees, notably the Comrruttee on Industry, took grOWIng mterest m coal
sector restructunng, several Duma offiCials would attend MVK meetmgs, ''Russian Coal Law"
draft calls for I1fe tIme benefits for coal sector workers and a slowed pace for restructunng

1997 -The RUSSian coal sector faced extreme change m 1997, as a result of rapid restructunng
commenced WithIn the sector In 1995 Employment figures m the sector reflect 50% less than 1988
figures, It IS estunated that more than twIce the 42 nunes scheduled for closmg have either been
closed are m the "closmg process" The results are extreme and SOCial Issues earlIer Ignored have
emerged

• Unemployment funds, ln1tlally set aSide usmg federal funds m the "Federal Employment
ServIce" (PES) establIshed m 1992 With USAID, World Bank and other donor support, can
no longer support the number ofpeople requrrmg these funds

In addition to reduced fundmg, the mfrastructure wruch the FES prOVided through Its Local
Employment Servtce (LES) offices has been altered leaVing muruclpal governments and local
coal sector offiCials to address Issues of severance, Job creation, retraIrung, disabilIty,
retirement and relocation Issues In many regIOns, there was no bndgmg the gap between the
gap between the contract acqUIred by FES employees and a lack of SOCial support ''know
how" at the muruclpallevel

• Contrary to RuSSian Federal law wruch proVides a nurumum of 3 months and up to one year
notice ofunemployment from the employer to the employees smce 1993, coal sector lay-offs
have been conducted m direct VIOlation of RUSSian law Whde lay-off practIces have
Improved smce 1996, there remaIn mstances of no notice or, SImply, callIng a mme "slow
down" or "cessatIOn" whIch legally does not reqUIre managers to pay unemployment but
leaves workers With the clear understandmg that their employment IS to be temunated

• A dlsturbmg delay m distnbutmg technIcal assistance from World Bank lAP loan funds IS
attnbuted to thIck RUSSIan bureaucracy, self mterest at the federal level, and differences m
RUSSian and World Bank agendas The 18-month delay has prevented much-needed
asSistance mcIudmg SImple publIc mformatlOn campaIgns for RUSSIa's coal sector workers to
better understand the restructunng plans for the sector



Targets for the lAP Funds were developed WIth the asSIstance of the USAID-funded Coal PrOject
PreparatIon Urnt (pPU) and Include

• Support for Stakeholders PartIcIpatory ActIVItIes

• SOCIal Programs

• SubSIdy Management

• CommercIalIzatlOnlDemonopohzatIon ofCoal Compames

• EnVIronmental Management

• MIne Closure Guldehnes

RegIOnal and Local Levels

RUSSIan coal mme enterpnses have tradItIonally operated as separate urnts grouped WIthIn "Coal
Concerns" or "companIes", whIch covered parts ot: or entIre coalfields The reconfiguratlOn ofthese
Coal Concerns between 1994 and present has been constant, m 1992, there were 28 "Coal Concerns"
In addItIon to the ten Independent coal enterpnses of RUSSIa The concerns were labeled by theIr
regIon, followed by "Ugol" (coal) e g VorkutaUgol, KuzentskUgol As the sector became a hybnd
market structure, It became clear that these "concerns" were, In fact, comparues In wInch shares were
owned by the State, Rosugol, local managers and government OffiCIalS and In some Instances,
workers

Disbursement of state fundIng to mme enterpnses would generally be channeled from Rosugol to
regIonal coal concerns, and then on to IndIVIdual rmnes, thIs addItIonal level offinancIal control at
the regIonal level was coupled WIth management control exercIsed by regIonal coal concerns over
local rmne enterpnses

In Spnng 1993, PreSIdent YeltsIn decreed that enterpnses would be pnvatlZed and offered four
vanants for pnvatlZatlon, each vanant splIt State shares In enterpnses In dIffenng proportIons among
workers, managers, government, and pnvate Investors Uthmately, one vanant was selected for the
coal sector but was never actually unplemented, the conclUSIOn by 1994 was that It was premature
to pnvatlZe tlus tradItIOnal state sector, absent sIgnficantly more reform

Even today, budgetmg for state support of mdIVIdual mIne enterpnses IS achteved by a multI-tIer
assessment of costs Each enterpnse subrruts a budget to be reVIewed by regIOnal coal concern
management In the context of the concern's other enterpnse budgets Rosugol reVIews all coal
concern budgets (apprOXImately 28), and compIles an overall country coal budget for reVIew by the
Mtrustnes ofFuel and Energy, Economy and FInance

UntIl 1996, the coal budget was approved as part of the overall federal RUSSIan budget, only to be



subsIdIZed nud-year, WIth addItIOnal, non-budgeted, federal fundmg, as needed In fiscal 1996 and
1997, no addItIOnal, non-budgeted funds were drrected to RussIa's coal sector

The Workforce

Annual attrItIon rates m 1992-1994 were very low followed by mcrasmg figures m 1996 of 19-20%
AttntIon was concentrated m younger coal workers, the average age ofa RUSSIan coal mmer today
IS 39

Wlnle the sector contmues to unpact an estImated 2 nullton bves, reallocated federal SubsIdIes means
that many non-coal workers, formerly supported by coal funds, are now eIther unemployed, workIng
WIth CIty or other government support or workIng m RUSSIa's fledglmg pnvate sector RUSSIa does
use "rotatIon" work schedules, notIceably m the ArCtIC regIons, where coal workers work 30 days
"on" m the regIon and return to therr homes outSIde the regIon for 30 days The realIty for most of
these kIndergarten, grocery, bouer house and mamtenance workers m RUSSIa's coal regIOns as ofnud
1997 IS that they are nurumally employed or collectmg State unemplOYment support The "good
news" of downslZIDg some senously overemployed and nonproductIve facilitIes has been very bad
news for thousands ofRUSSIan workers

RUSSIan mmers have been tramed at a local numng 10stItute and almost always have a father, uncle
or brother already workIng 10 the sector It IS also common that therr mother and SIsters work as
support personnel at the mmes or a related enterpnse It IS estImated that over 20% of RUSSIa's
mmers today have receIved a degree beyond secondary school An InordInate number ofnuners have
lost fingers and toes and have obVIOUS scars whIch reveal dangerous underground work Poor health
care and luruted cosmetIC remedIes augment the phYSICal remmders of nuners' harsh work
enVIronments

There IS a umty among RUSSIan mmers, a umty whIch other coal nunmg countnes have WItnessed
DespIte added pohtIcal pressures and dIstant geography made more dIstant by fadIng and even non
eXIstent communIcatIons and transport It IS the commonalIty ofRUSSIa's desolate mme settlements,
towns and even CItIes, and therr dtfficult hvmg condItIons whIch Iromcally InspIre a local SOCIal order
and umfied reason for eXIstence

LIVing ComhtlOns ofRUSSian Coal Sector Workers

What IS stnlang about RUSSIan coal workers' hv10g condItIons IS, that whIle the dispanty between a
much hIgher western standard IS overwhelnung, even contrasted to other RUSSIan commumty lIVIng
standards, mmers' lIVIng condItIOns are shockIngly poor LIVIng condItIons for nuners are generally
on par WIth other former SOVIet mdustnal workers

Miners' famhes, usually COnsIstIng ofa husband, WIfe and 1-2 cluldren, reSIde m very small, modestly
furnIshed 1-2 room concrete block apartments, sItuated on dIrt streets lmed WIth concrete block
apartment bUUlldmgs Many mmers are transported to and from work by nune buses, WIth ndes Up
to one hour long one way, whIle managers are gIven cars by the mmes SInce 1995-1996, there has
been an mcredible mcrease In the number ofnew Mercedes and BMWs transportmg these managers,



earher accustomed to dnvIng "lugh-end" RussIan Volgas and occassIOnally the ''Lada'', the RussIan
verSIOn ofFlat

The dispanty In hfe style between a worker and tunely, well-paId enterpnse manager or even
government OffiCIal, has sigruficantly Increased SInce 1995 Until that tIme, more panty eXIsted
among reSIdents WithIn a commumty Whtle nuners hvmg In the Sibenan CIty ofKemerovo seemed
better offthan those In Vorkuta, at least all mIners In Vorkuta shared relatIvely equal dIstnbutIOn of
goods, Jobs and means Today, there IS a glarmg separatIOn of the "haves" and the "have-nots" at
the commumty level wluch had not been encountered to such extent

Food available In tnlmng commumtles Includes standard RUSSIan fare although SInce 1995, more
pncey Imported products have found theIr way to most nune commumtles However, It IS stIll
shockIng to WitnesS the hnuted access to unported or ample quantIty RUSSIan goods In outer RUSSIan
commumties There remam Instances where local grocenes close early due to "lack ofgoods" and
the qUalIty ofgoods In many ofthe more local regIOns contmues to be ofvarymg standards Smce
1993-1994, pnces for meat and bread have drastIcally Increased leaVlng tnlners' famIhes more rehant
on fish and, where pOSSIble, theIr own gardens Indeed, m a survey conducted by US SOCIolOgIsts
through USAID-funded "Partners In Econotnlc Refonn" (pIER) m 1995, RUSSIan tnIners reported
marked changes m theIr dIetS wluch were dIrectly related to food costs

As part of the tradItIonal "worker benefits", nuners In RUSSIa have been entItled to eIther "dachas"
These are country homes where nuners often spend summer days With therr fatnIhes and mamtaIn
cntical gardens for therr own sustenance The "dacha" for tnlners IS generally a wooden house
consIstmg of 2-4 rooms and occassIOnal plumbmg ,although not usually The dacha IS part of a
cluster of other mmer dachas, often enclosed by a wooden pIcket or Wire fence as If a "gated
commumty"

More common, mmers are entrtled to take comfort m "Mmers' Hohday or VacatIOn Homes" These
dorm-lIke buildIngs are surpnsmgly set In the rntddle oflovely forests, often near man-made lakes and
proVIde commumty respIte dunng warmer days SInce 1994, these homes have severaly detenorated,
the State formerly mamtamed facthttes whIch now suffer from a lack offundIng, as State support for
coal lessens, so too does fundIng for anClal1ary faethttes whIch coal supported Coal sector managers,
pnvvy to theIr own dachas and company vacatIOn homes (m RUSSIa and now, abroad), failed to
mamtam the rnaJonty of these tnlner vacatIon homes, and by 1996 few tnlners could take advantage
of thts benefit In fact, most tnlners now find that they must pay for at least a portIon of therr tIme
at these homes, formerly freely proVlded as a benefit of theIr employment

Mamtatmng a large garden IS part of the "dacha" expenence but at least smce the late 1980s, IS
deemed a chore of SUfVlVal Mmers' wives are notonous for canmng and pIcklmg a favonte IS
pickled fennel and certaIn bItter bemes, only aVaIlable m western Sibena



Health

RUSSIan mmers generally enJoy smokIng By VIrtue of theIr wor~ they are phySIcally fit Miners
enJoy outdoor sports IncludIng huntIng fisInng and mushroom PICkIng DespIte theIr fitness, mmers
as many RuSSIans are plagued by senous health Issues and dismal care Heavy dnnkmg contnbutes
to heart and lIver problems whIle a hIgh rate ofdtabetes and respIratory aIhnents also plague RussIa's
mmers

Coal dust has posed a major health problem In SOVIet coal mmmg commumtIes, even today, It IS not
uncommon for coal sector workers to be afflIcted WIth, and ultImately dIe of black lung dIsease
SpecIal State-supported ''.Miner HospItals" have operated throughout the former SOVIet Umon where
lImIted health care IS proVIded to Injured and dIseased mmers For the most part, these hOSpItalS
contmue to receIve sIgmficant State fundIng whIch IS, nonetheless, msufficient for proper facility
operatIon 13 Health care IS managed In pnmanly the same manner m RUSSIan coal regIOns A reVIew
ofVorkuta health care reflects the common health care scenano m other RUSSIan coal regIOns today II

All health serVIces m Vorkuta are free The CIty budget covers all costs With the mput of 3 6%
contnbutIon from each enterpnse per employee wage Coal mmes receIve a federal exemptIOn from
paYIng full CIty taxes and pay approXImately 50% ofwhat they should be paymg The CIty pays all
medtcal costs for care proVided m and out ofthe CIty For the most part, long-term care patIents (e g
black lung) choose not to leave Vorkuta due to proxmuty to farruly and fhends

• EIghteen medIcal faCIlItIes serve apprmamately 170,000 people FaCIlItIes Include

matermty hOSpItalS
cluldrens' dIsease hOSpItal

venereal dIsease hOSpItal
turbuculoSIS hOSpItal

cancer hOSpItalS

town hOSpItal no 1 (mcludes all speCIalIsts - ear& throat, cardiology, opthalmaology, etc)

There are also numerous polyclmIcs wInch are general care faCIlItIes, often 1-2 room offices located
on the first floor ofreSIdentIal buIldIngs or attached to busmesses

13 A lack of medIcal equIpment to treat "black lung (form of pneumOCOntosIS) leaves mmers to lay WIth up to 20 other
affltcted mmers m a room where beds are so close that nurses must actually cltmb over one patIent s bed to treat the patIent
next to Ium The mmers he all daY, extremely short of breath. theIr collectIve gasps for atr heard throughout the steam
heated halls Mmers' famtltes leave Jars of homemade preserves and otherJarred foods whtch generallv SIt unrefngerated
on uncurtamed wmdow ledges

l"One e'\cepbon IS mProkopYlesl.. mcentral Kuzbass where a state-of-the art medtcal facility IS m operation usmg pnmanly
US and German medIcal eqwpment funded b, regIonal and Rosugol authonhes and opened m 1995 There remam fundmg
difficulties at the facility and some eqwpment IS not functIonmg due to lack of supphes and/or spare parts



• Although fundmg for medical care IS technIcally transferred from the federal budget
to the City budget, there remam a number of Items where VorkutaUgol and even
Rosugol contmue to control as ofyear end 1997

1 EqUipment purchase deCISions

2 VorkutaUgol gives medical authonttes m the City InformatiOn about how
many people requrred sernces Withm each settlement based on estimates of
mme closmgs and relocatmg fanuhes

• due to mme closmgs, It IS estlffiated that a polyclmlc wruch now has capability to
handle 100,000 patients per year will, by 1999, handle 50,000 due to reductions

• a "restructurmg plan" (1996-2005) for the mewcal sernces m Vorkuta has been
deSigned contemplatmg 2005,

• certam laws have been passed and orders ISSUed by the Muustry of Health and the
Minmstry ofFmance concernIng the reductiOn ofmedical sefYlces m RUSSia and the
restructunng plan for Vorkuta

• Total people workmg m medical semces - 5500 mc1udmg 947 pensiOners
156 doctors 302 Jamtors
409 nurses 50 engmeers

In 1996, 155 bllhon rubles was requrred to keep all faclhtles operatmg, the total debt offaclhtles
16 bdhon (people not paid 2-4 months)

• It IS against the law for certam medical personnel to stnke mcludmg doctors and
medical transport workers

• All disabled (mvahds) receive "regress (dlsablhty) payments" wruch come from the
federal budget, many coal regiOns, due to their ArctiC, Sibenan or Far East remote
locatiOns, rugher payments are received by residents than m other coal regiOns

• at YunYaga mme m Vorkuta, annual dlsablhty payments for all III mmers (general
affhctlon IS black lung) IS 4 btl rubles per year, tIDS amount covers 250 people, some
ofwhom could also contmue to work,

• even nan mdIV1dual relocates, the dIsability payment due them because ofthelf earlter
locatiOn IS retained,

• It IS estimated that of those who have relocated from VorIcuta, over 5,000 have
received trus rugher payment



• a lack of proper dIagnOSIS and testIng facilitIes forces medIcal authonttes to send
about 60% mmers to MOSCOW15 or St Petersburg fcilitles for testmg

• Vorkuta Ugol pays for transport (1 5 nul year)

• testmg IS free, by contract

• a MedIcal COmmISSIOn consIstmg of Rosugol reps, reps from Mosco,," and St
Petersburg Instttutes, Mirustry ofHealth and local reps from Vorkuta reVIew Vorkuta
facilitIes annually 16

These factors are ones Amencans are not accustomed to heanng, gut reactIOn IS to scaffow and react
m dtsbehef, tlus cannot happen A VISIt to the regIon confirms the eXIstence ofmajor health Issues,
extremely pale chIldren WIth smokers' coughs

Women In RussIan Coal

Approxunately 342% ofpeople employed by the RUSSIan coal mdustry are women The age range
ofwomen employed by the RussIan coal sector

under 30 yrs
31-55yrs
over 55 yrs

24%
654%
106% (tins IS post-retrrement age)

The type ofwork carned out by women employed by the RussIan coal sector

management
transportatIon
agnculture
constructIOn ofmme enterpnses

4%
308%
422%
266%

15In 1994, PIER and AFL-CIO staffmade pnvate contnbutlons to the medical care ofYun Knvadanov from Kazalstan
a romer, Mr Knvadanov worked With both orgawzatIons but medical care for a particular cancer was not avatlable to hun
m Karaganda. Kazalstan Care avaJ.1able m Moscow was onlv affordable Wlth assistance (total bill $880) HIs dIagnosIS
as "fatal" m 1994 was changed once m Moscow and Mr Knvadanov contmues to mme coal m Karaganda

16In 1996 the ComID1SS1OD dId not beheve lugh rate ofillness reported by Vorkutan medIcal authonbes and made addItional
assessment VJSrts to the CIty; Vod.-uta reported that over 9QO!o of all cluldren born m VorkLlta are born Wlth illnesses Defense
ofthIS wg:h estnnate (I) nnproper worl.. places (coal dust, sulfur, malfunctlonmg, antIquated eqwpment m and out of mmes)
(2) lack ofo\.}gen due to northern locations, (3) lack ofhght due to polar locatIon, (4) lack ofvttamms and proper dIet, (5)
radiatIon from Novaya ZlDlla testmg facthI) , (6) atmospherIC pressure



It IS estunated that there are 200 professIons orJob categones supported by the Russian coal mdustry
m whIch women work These predommantly mclude techmcal work whIch mcludes mamtenance of
underground maclunery, water pumps, transportatIOn systems, WInches, heaters, machInery
operatIOns and trade and agrtculture utilIzmg manual and automated eqUipment The mam
professions where women work m the RUSSIan coal mdustry are mecharuc parts assembler, lathe
operator, radIO operator, draftmg and crane operator

The growmg role ofwomen at the management level at RUSSIan coal enterpnses IS apparent Under
the SOVIet system, econorrusts, lawyers and accountants were not hIghly patd or regarded,
understandmg that therr role was token as the State controlled Issues pertammg to these profeSSions
Women wree generally tramed for these spots

As the market evolves, these women have reorgaruzed therr conSIderable deCISIOn makmg power
relevant to the structure and econonucs of their enterpnse A sltnllar SItuatIOn IS apparent at the
mumcipal government level MIne managers have become more and more rehant on these women
DespIte therr new-found power, lawyers and other professIOnals m-name, tramed m the SOVIet
system, have a great deal of learnmg and expenence to gam

It IS agamst RuSSIan law for women to "rrune" coal, therefore, whIle women can work underground
as mme engmeers, mecharucs, and health and safety Inspectors, they cannot actually work at the "coal
face" Salanes for coal nuners are sigruficantly hIgher than for non-face workers, women are patd
substantIally less to work m the same difficult and dangerous settmgs as mmers 17

• AnCillary operatIOns and SOCIal assets have predommantly employed women These
mcluded hOSpItalS, schools, grocenes, repaIr shops, bread and clothmg factones, farms
and shops As federal subSIdies to mme enterpnses decreased, these "anCillary faclhtIes"
were first hIt by extreme downslzmg Women contmued to work for up to 8 months
WIthout full pay, thIs SItuation continues although many women have been forced to find
"real" employment or forced out ofwork and are now unemployed,

In lIght of the endunng non-payment cnslS plagumg the coal nurung and other RUSSIan mdustnal
sectors, the finanCIal burden of supportmg the household has fallen more and more to the women
ThIs added pressure, coupled With the nuner-husband's demoralIZatIon from hIs mabIhty to
proVIde for hIs famIly has wreaked havoc on numerous mmer fanultes and placed an mordmate
amount of work and household responSIbilIty on the women ofRussIa's coal regIOns Many of
the men have mcreased theIr already lugh mtake ofalcohol leaVIng local women m many
commurutles to form "antI-alcohol" help groups for therr husbands

l'There 15 no outcn from ""omen workmg underground to become mmers although they would appreciate hIgher salanes
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THE MAIN PROVISIONS

1 1 The prec;ent tanH agreement between the above mentioned parties
wac; developed In accordance with the Law of the Russian Federation of
March 11 1992 On Collective Contracts and Agreements and other
federal laws and IS compulsory for all union members miners mine
construction workers and rescue team members If they are uniOnized

It also IS valid for any form of ownership retired and disabled miners
and those non-union workers who give authonty to unions to represent
them

1 2 The present tanff agreement IS aimed at minimum social protection of
union members

1 3 The agreement can be part of a collective bargaining agreement or be
enforced directly

1 4 The agreement IS valid since January 1 1996 through December 31
1998

1 5 Each party can suggest changes and amendments In wntten form
Negotiations should start WIthin seven days

1 6 All disputes must be resolved Within ten days by means of
reconCiliation

1 7 The Ministry for Fuel and Energy represents the employer and If It
transfers Its authonty to another organization It simultaneously transfers ItS
duties as well untIl the validity term of the present agreement expires

1 8 The employer supervises the enforcement of health and safety
measures In accordance With all RUSSian Federation laws It develops and
enforces documents regarding wages health and safety and other socia
economic guarantees

1 9 Benefits for workers proVided In accordance With Statement No 608
of August 3 1989 do not contradict the update legislation

1 10 If new laws are passed dunng the validity term of the present
agreement the old ones are suspended

1 11 Dunng the validity term of the present agreement the employer may
not pass laws that aggravate the paragraphs of the agreement

1 12 Workerc; take part In the management procec;e; In accordance With
paragraph 227 of the Labor Code and the employer doee; not prevent them
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from domg so and mforms them about all decIsions and changes made In
accordance with paragraph 228 of the Russian Federation Labor code

1 13 The Unions are obliged

to supervise the agreement enforcement
to faCIlitate health and safety measures suggested by the

employer
to faCIlitate resolVing all labor management conflicts on all

stages
to prevent strrkes on the Issues, Included In the agreement If

they are enforced

1 14 Taking Into account the low technical level of the coal Industry all
parties give prrorrty to updating research, and technology of coal production
and processing

1 5 % of the production cost of coal must be spent on research and
technical updating The unions must supervise the allocation of money and
the way It IS spent

2 LABOR - MANAGEMENT RELATIONS

2 1 In accordance with Articles 17 and 18 of the Labor Code of the
Russian Federation labor - management relations start form the moment
when a wrrtten agreement IS sIgned between the worker and the employer
If a person IS allowed to start working It IS considered that the agreement
was signed

Durrng the transition perrod for the coal Industry It IS considered
sensible that all hlrrngs and firings should be solicited with the unions

2 2 Collective bargaining agreements (contracts) enVISion personal
responSibility for health and safety and envIronmental protection measures

2 3 The employer has no rrght to refuse a disabled miner employment no
matter how long he has been between Jobs If hiS medical certificate allows
him to work

2 4 If a worker IS transferred from one enterprise to another the old
medical certificate IS valid dUring one month

2 5 Personnel poliCies are developed by management with the
participation of union representatives and are later approved by all workers
at a conference



•
2 6 The employer finance'> advanced training of expert,> not lee;e; than
once In five years

2 7 If a worker IS fired he must receive hiS labor book and all different
payments the day he IS fired In other cases If the delay was caused by the
employer the employer pays for each extra day while the labor book wae;
held up and these days are Included In the length of service

3 WORK HOURS

3 1 The work hours of those who work underground must not exceed 30
hours a week Other workers should not work longer, than the hours
mentioned for them In the Labor Code

3 2 For some categories of workers the work hours may be cut at the
expense of the enterpnse

3 3 People who have worked less than a year In the Industry can not be
asked to work overtime

34 Work hours for those who work underground Include

•

•

receiving instructions
changing clothes
time to receive lunch to be taken underground
receIving a light and rescue equipment
time to go to the cage shaft and back
returning the light and rescue eqUIpment
time to wash In the bath
time to report on the work done

The total non-production time dUring a shift should not exceed two
hours

3 5 Workers should be taken to the enterprise and back home If they live
farther off from the enterprise than three kilometers or there are no means
of transportation at the tIme of shifts

In case the workers were not delivered timely by the enterpnse mean"
of transportation the enterprise pays workers money In accordance With the
average wage of their rank

3 6 If It IS Impossible to arrange transportation of workers they are given
money to cover transportation coste;

3 7 The time from the cage e;haft to the work place Ie; not Included In the
work hours

-l



•

•

•

Tile minimum wage IS paid In accordance with the letter of the
Ministry for Fuel and Energy No E 1138 of February 24 1995 On the
Minimum Tariff Wages and Salanes for Coal Indu')try Workers of Rus')Ja

At the end of each quarter the minimum monthly wage IS changed In

accordance with the inflation Index rate

5 3 The employer IS obliged to provide the payment of wages not later
than the 20 th of the next month

If the wages are not paid timely they are changed In accordance with
the inflation rate

The employer takes responsibility In accordance with the current
legislation If the wages are not paid timely

5 5 Expenses from hard currency bank accounts including wages are
made In accordance with the current legislation

5 6 Fines can be withdrawn from wages only In case It IS determined by
court

5 7 Other payments are determined by the collective bargaining
agreement

5 8 The collective bargaining agreement may also Include payments to
engineers and techniCians for working at night or underground

6 HEALTH AND SAFETY

6 1 In accordance with the Statement of the RUSSian Government No
843 passed on August 26 1995 On Upgrading Health and Safety
Measures and the current legislation of the RUSSian Federation the Ministry
of Fuel and Energy

prOVides training and tests the knowledge of health and safety
rules of workers and experts of all levels

adopts together with the unions a program of Priority health
and safety measures

strengthens the position of health and safety service

6 2 The union decIsions on health and safety I')sue') are compulsory for
conSideration for the employer
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6 3 Authorized union member') who take part In In')pectlons should be
free from theIr main dulles not Ie')') than tWice a month with wages retc1lneej

6 4 The employer must without delay Inform the union chairman about all
hazards and injuries that may occur

6 5 If It IS Impossible to decrea')e the negative Impact of harmful factore, In
the mine the employer may send workers to the mine only on their own free
will

6 6 The worker must observe safety rules and timely go through the
necessary medical tests

6 7 If there IS Immediate danger for the worker s life he has a right to
refuse to work He must Inform the sectIon foreman about hiS decIsion The
employer IS obliged to provide work for him In a less hazardous
envIronment

6 8 ActIVIties connected with elIminating the consequences of a hazard
and creating a more safe work environment, when there IS a danger for the
health and life of workers must be carned out on the baSIS of special
agreements between the worker and the employer

6 9 The employer IS responsible for creating a safe workmg environment

6 10 The new legislatIve documents can be passed by the MInistry for Fuel
and Energy only after coordinating them with the unions

6 11 The parties confirm the necessity to supervise the enforcement of
safety rules For that purpose the unions have technIcal Inspectors among
their staff

7 BONUSES, BENEFITS, COMPENSATIONS

7 1 The employer must pay the worker In case of InjUry or professional
Illness

7 2 A lump sum not less than 20% of the average wage IS paid to the
worker one per cent per disability

7 3 The employer covers all medIcal treatment expenses Including
treatment at a spa Installing artifiCial teeth Invalid care transportation of
disabled miner') other SOCial and medical assistance prOVided In
accordance with the current legislation

7
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7 4 The empioyer keeps the disabled miner s Job until he gets well or Ie,
considered disabled In the customary manner

7 5 In case of fatality In line of duty Or death caused by a professional
Illness (which IS certified by a special commlc;slon) the employer must

pay all funeral expenses

pay a lump sum (not less than three monthly wages) to the
family of the deceased

pay to each member of the family of the deceased a lump sum
equal to his annual wage but not less than the current minimUm wage for
five years

Besides members of the family Will receive payments for moral
damage as well

76 The children of the deceased receive compensations until they reach
the age of 18 and If they are full-time students - until the end of studies
but not after they reach the age of 23

7 7 The employer has a nght to Increase the payment out of the
enterpnse budget

7 8 If the death of a worker IS not connected with his Job his family
receives a lump sum not less than his average monthly wage

7 9 Collective bargaining agreements may enVISion an Increase In such
payments

7 , 0 All compensations must be paid within a one month penod

7 , 1 The average wage IS determined by the current wage approved by the
Russian Ministry of Labor

7 , 2 All compensations to miners, who became disabled before January 1
, 992 must be re-calculated In the follOWing way

the coefficient of growth of the tanH wage IS determined

the average monthly wage IS multiplied by the coefficient of
disability (In per cent) and the coeHlclent of tanff wage growth

7 13 Compensations to those who took part In eliminating the Chernobyl
catastrophe conc;equences are paid In accordance With the current
legislation and collective bargaining agreement'>
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7 14 Damage compen"atlon" mentioned In paragraph 7 12 are changed Ifl

accordance with the inflation Index envISioned In paragraph 5 2 of the
present agreement

7 15 A lump sum IS paid for senlonty depending on the length of service

7 16 A lump sum not less 15 % of the average wage IS paid

In case of reaching retirement age

to workers who reached retirement age before January 1
1993 but did not retire

to retired workers due to old age, or disability, who did not use
this benefit earlier.

to the families of deceased workers who earned this right In the
customary manner

to laid off workers

7 17 Enterpnses are free to organize transportation of workers to the mine
and back home after work at their own expense

7 18 If the working conditIons are different from normal the work hour"
can be decreased or the wages may be Increased

7 19 If there IS no work to be done the worker must Immediately mform
the management about It In thiS case he may be asked to do another kind
of work and he Will be paId hiS average monthly wage

720
7 21 Coal Industry workers are prOVided with free coal to heat their home<;
and utilities ThiS concerns the follOWing groups

Invalids who became disabled working In the coal Industry

Invalids who had thiS nght before they became disabled

partICipants of Chernobyl catastrophe consequences
elimination

those who receive penslon<; because of loss of bread winner

wldow<;

l)



•

•

•

pensioners former coal Industry workers who live In coal
regions

7 22 Those who live III apartment houses Witt, central heating receive the
money eqUivalent of the expenses on coal as a fuel

7 23 7 24 Additional benefits for Chernobyt catastrophe participants and
women

7 25 For those who work In the Kemerovo region the employer pays
transportation costs to the place where he spends his annual leave and
back once In three years He IS also supposed to pay transportation costs
for two family members (wife children)

7 26 For those who work In the Far North, the employer covers
transportation costs to spend their annual leave once In two years for the
miller and two of hiS family members

7 27 If the annual leave IS shifted because of the employer the employer
must cover the difference In the pnce of tickets and hotel reservations
costs

7 28 In case of relocation form the Far North to the new location for laid off
workers transportation costs are covered not only of the miner and hiS
family but also of not more than five tons of family property

Transportation costs of the baggage are covered In accordance with
Statement No 572 passed on August 11 1992 by the Government of the
RUSSian Federation On Compensations Connected With Relocation Costs
From the Far North

50 % from the RUSSian Federation Republics budget

50% - self financed by the enterpnse

7 29 The Interagency Commission considers relocation Issues of each mine
to be closed with the participation of Union representatives

8 SOCIAL INSURANCE

8 1 To contillue activities on the social Insurance of all workers against
injuries and profeSSional diseases

The parties consider It sensible to Include unemployment In the social
Insurance becau<;e mines WIll be closed

10
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8 2 The partlec; conc;lder It necec;sary that a syc;tem of social monitoring
will be c;et up

Rosugol will provide financial support to the syc;tem of social monrtorlng In
the coal Industry

8 3 Social Insurance will be managed by the Russian Federation Fund of
Social Guarantees through the NPG Fund and ItS branches

8 4 The employer must allocate money to the Fund In due time In
accordance with the current Russian Federation legislation

8 5 The employer will spend not less than 19% of taxes on social
Insurance He may leave only vouchers to spas for workers and their
children and all kinds of holiday homes under the umbrella of the enterprise
If the unions give their consent

These norms will be canceled as soon as the Federal Law On Social
Insurance IS adopted

8 6 The enterpnse may provide additIonal social Insurance

8 7 The parties consider It necessary that additional pensions will be
provided In equal parts by the enterprises and by personal savings through
non-governmental Insurance funds determined by the employer and the
unions

When working pensioners are laid off or In case of early retirement
additional pensions will be paid by enterprises or out of federal Subsidies
allocated for the Implementation of the present agreement All deCISion
making will be done With the participation of the unions• 9 EMPLOYMENT

•

9 1 The parties will set up new work places at the expense of the Federal
budget

9 2 In case of lay offs or firings the Issues will be resolved by the
employer and the unions

9 3 In case of mass lay offs the employer will warn the workers the union
and the Federal Employment Service In written form not less than three
months In advance

9 4 Workers who are laid off because of restructuring or clOSing the
enterpnse have the following nghts In accordance With the current
leglc;latlon

II
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a) they receive dunng three months (In the Far North up to SIX

months) their average monthly wages

b) they receive unemployment beneftts dunng 12 months the first
three months- 75% of the average monthly wage the next four months
60% later 45% of the average monthly wage but not less than the
minimum wage

c) women with children under three years of age Will be paid
monthly benefits

Unemployment benefits may be extended for those workers whose
length of service IS not less than 25 years for men, and 20 years for women
two weeks for each extra year

The total penod of paying unemployment beneftts may not exceed 24
months out of 36 months

If the unemployed has dependents his unemployment benefits Will be
Increased by 10 % per each dependent

The employer and the local administration have the nght to extend the
time dunng which unemployment benefits are paid If they have the
necessary funding

It IS possible to fire women In family way women With children under
three years of age or Single parents With children under 14 or parents With
disabled children under 16 only In case of clOSing the enterpnse

• d) other social protection measures may Include

local and Northern coeffiCients

•

transfers to other mlnes/enterpnses including relocation costs
for the whole family

retraining financed by the employer

faCIlitating new employment In other Industnes

additional benefits dunng the retraining penod

early retirement (two years before reaching retirement age)
when pensions Will be paid by the employer

other measures In accordance With the collective bargaining
agreement

12
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9 5 Laid off workers have the right to Improve their hou<ilng conditions at
the expense of the enterprise dUring two years after bemg laid off
9 6 The feasibility study of closing enterprises enVISions lump sum
payments for those who will not find new employment

9 7 RestructUlnng Issues connected with lay-offs will be resolved In
accordance with The BasIc Pnnclples of Closing Non-VIable and Non
Profitable Surface and Underground Mines of Russia passed by the
Interagency Commission on SOClo-economlC Issues of coal mining regions
on May 4 1994 (minutes No 4)

9 8 The demands of laid off workers are met In accordance with the
priorities stated In Article 64 of Part I of the CIvil Code of the Russian
Federation

10 THE RIGHTS OF UNIONS (NPG, ITR) AND THEIR
MEMBERS

10 1 The employer will not prevent union activities, and will give assess to
all enterpnse sections where union members are working See the
President s Decree On Trade Unions Their Rights and Guarantees of
Their Acttvltles

10 2 The employer will provide the union with premises the necessary
office eqUipment utilities cleaning services means of transportation and
communication

10 3 Elected union functionaries receive their wages from union funds

10 4 The employer Will give the union representatives assess to all kind of
Information at their request The union representatives Will not uncover
information of any kind whether It IS a commercIal secret or a Federal
security Issue

10 5 In accordance with the collectIve bargaining agreement union workers
Will be given unpaid time for union work and for the penod of union training

10 6 Union representatives Will supervise the enforcement of health and
safety laws and may hold Independent tests of eqUipment and knOWledge
of workers

10 7 The employer Will every month allocate membershIp dues to the union
account from wages

10 8 The employer Will not fire trade union functlonanes within a two year
penod after their authority has expired

I,



•

•

•

10 9 The union functionaries Who are engaged only In trade union work
enJoy the same social benefits as other union members
10 10 The enterprise will cover all expenses of elected union functionaries
who will be given authonty to develop and conclude Tariff and regional
agreements

10 11 These union functionaries will not be fired relocated Or penalized
except In cases of clOSing the enterprise

10 12 The employer will allocate money to the union for cultural and
phySical tramlng activities for workers

10 13 Those union members who give testimony In court dUring hearings
connected With grievances or labor disputes will be paid their average
monthly wage, and will not be penalIzed for being absent from work

The LIst of Authonzed Representatives, Who Developed and
Signed the Present Tanff Agreement

The Mmutesd of the Session of Signing the Tanff Agreement

1-1



•

•

•

Approved
Anatoly B Chubals

First Deputy Chamnan
Government of the Russian Federation

Chairman
Interdepartmental Commission

for Social-EconomiC Issues m Coal-Mmmg RegIOns

July 14 1995

BASIC TRENDS FOR COAL SECTOR RESTRUCTURING IN RUSSIA

Moscow
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I GENERAL PROVISIONS

Restructurmg of the Russian coal mdustry reqUires a number of mterrelated reforms anmng to
transform operations and the orgamzatlOnal structure of the sector so as to raIse effiCIency and
to resolve Its SOCIO economIc problems

Coal mdustry restructunng (the mdustry compnses coal mlnmg enterpnses coal-processing
enterpnses and related auxJ!lary and servicing entities) IS part of the free market reform effort
m Russia The general logIc and key prIontles of the reforms have been outhned In the address
by the PreSIdent of the RUSSIan FederatIOn to the Federal Assembly and the program of the
Government of the RUSSian Federation "Reforms and Development of the RUSSian Economy In

1995-1997" These documents define the general economIc prmclples of restructuring vanous
sectors of the RUSSIan economy, mcludlng the coal mdustry 'BasIC Trends for Coal Sector
Restructunng m RUSSia" (hereInafter referred to as BasIC Trends") detaIl the general economIc
requrrements contamed In two above documents With respect to the coal sector

"BasIC Trends" outlane the objectIves and strategIes of restructurIng the coal sector It IS a
framework document which lays the foundatIOn for coordInated actton by the federal and
regIonal authontIes owners of enterpnses trade unions and other key partICIpants In the coal
sector restructunng process

IT COAL SECTOR CURRENT STATUS

The RUSSIan coal mdustry traces Its hIstory as a basiC sector m the RUSSIan economy to the
years Immediately precedmg World War II In the mld-1950s coal productIon achIeved Its peak
proportion In the country's fuel balance (59%) As large OIl and gas fields were discovered In
the 1960s and nuclear power engIneerIng took off however, the proportIOn of coal In RUSSIa s
fuel balance dropped to 20% In the early 1980s and to 14% In the 1990s Nevertheless In
certain regIOns of the country (Eastern SiberIa and the Pacific coast are examples) where there
IS no oJ! and gas, coal stIli accounts for 90% of fuel consumptIon The volume of coal
productIOn In RUSSIa peaked m 1988 (425 4 mJ!hon tons mcludIng 228 6 mllhon tons m open
Pit mmes) In the late 1980s and early 1990s the long tIme tendency for growth of productIOn
m the coal sector reversed Itself throughout the country In 1994 the sector produced 270 8
mllhon tons ofcoal

Demand for coal an VarIOUS regIons WIll vary dependang In the short term on the follOWing key
factors the speed WIth whIch RUSSia pulls Itself out of cnSIS, reductIOn of energy consumptIOn
competItiveness of coal particularly In the context of government SubSIdIes and regulatIon of
raIlway, heat and electrICity tardfs

As of early 1995, the RUSSIan coal Industry had 261 underground manes and 90 open pIt mmes,
68 concentratton factones 1 coal brIck factory 260 constructIon companIes 19 machme
bUilding plants supplyIng the coal Industry, a network of retaJ! and pubhc catermg outlets, over
370 farms (IncludIng 53 farms WIth separate balance-sheets) The Industry's workforce totalled
841,000 people m early 1995, of whom 418000 were employed In mInes (3:>8,000 people In



•

•

•

mining, 224 000 people m underground mInmg) The sector currently has 31 JOint-stock
compames and 563 shareholdmg compaOles

The majorIty of corporatlsed enterprIses are part of the Rosugol system whIch m accordance
wIth PreSIdentIal Decree #1702 dated 30 December, 1992 perfonn management of the federal
government's Interest m these enterpnses Other mmes are affilIated wah Rostopprom or
Oblkemerovugol The sector also has a small number of mdependent enterpnses

ResolutIon #727 f On Measures of Government Support of Coal-Mmmg Enterpnses and Rates
of Coal EXCIse Tax' mstltuted a multJ-tler system of dIstnbutlon of SubsIdIes out of the federal
budget

Coal productIon m RUSSIa centres In Slbena (636%) the PacIfic coast (123%), the Urals
(6 7%) WIth only 18% of coal produced In the European part of the RUSSIan FederatIOn The
bIggest consumers of coal are Slbena (44%), the European temtory of RUSSIa (23%), the
PacIfic coast (16%) and the Urals (17%)

Though RUSSIa has one fifth of the world s coal reserves, the resource base of Its coal Industry
leaves much to be deSired approxImately 57% of reserves In operatIon are short of
internatIOnal standards of coal qualIty, bed strength and mining safety This holds particularly
true for the Moscow, Klzelovsk and Donetsk basms the Prokopyevsk-Koselevsk regIon m
Kuzbass and SakhalIn where Job-related accIdent rates and umt costs are hIgh because of
adverse geologIcal condItIOns

As of the begmnmg of 1995 the sector had productIOn capacIty of374 mllhon tons, mcludlng
163 mllhon tons m underground mmes and 211 mIllIon tons In open-pIt mmes The mmmg
assets In both types of mines are badly run down equIpment IS obsolete EffiCIency of mlnmg
and of related operattons IS low SUbSIdies are prOVIded In the absence of a clear regulatory
framework defimg the mechamsm of targeted dIstrIbutIOn and utlhsatlon of the relevant budget
funds, whIch Impedes nascent competItIOn In the sector, hinders development of free market
relatIons and encourages coal producers to seek subSIdIes mstead of cutting costs and
Improvmg dlstnbutlon Overall thIS mflates costs In the coal sector

Part of the challenge facmg the coal sector IS SOCIO economIc backwardness of SOCIal
Infrastructure of mining towns overall dependence of the SOCIa-economIC SituatIOn m coal
mmmg regIOns on the economIcs of coal productIOn environmental abuses Restructurmg of
the coal sector WIll ineVitably be long and costly It cannot be accomplIshed WIthOUt guaranteed
government support

ill AIl\'lS AJ.'ID GOALS OF RESTRUCTURING

Key goals of coal sector restructurmg are as follows estabhshmg of the competitive coal
companies self-financed on the long tenn basiS SOCIal protectIOn of employees and redundant
workers consIstent scalmg-down of government SubSIdies SOCIa-economIC development
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envIronmental clean up social stability In coal mining regIons The goals of restructunng
reflect the varIety of Interests of the partIes Involved

The economIc basis of operatIon of enterpnses In the coal sector IS ratIonal combinatIOn of
sales revenues, federal and local government SubsIdIes and tax benefits The structure and
volume of budget SubsIdIes will be optImized by means of gradual Increase of financing of
Investment and socIal development, wIth concurrent reductIon of recovery of productIon losses

EconomIc mechamsms ofoperatIon of the coal Industry denve from demand and pnces for coal
on regIOnal markets (WIth due regard for quahty and transportatIon costs) a selectIve approach
to government support, restructunng ofproductIon and ownership competitIon development of
productIon and market Infrastructure

EconomIc a~nts ID the coal sector are JOint-stock companIes which came Into being as a result
of transformation of production associations and consohdatlon of stocks of enterpnses
prevIously affiliated With voluntary production assocIations Jomt stock compames normally
Integrate productIon processing and dlstnbutlon of coal, together WIth market-Infrastructure
entItIes, they also accumulate financial resources necessary for Investments perfonn the
maintenance and supply functions

Restructunng of the coal sector bUIlds on SOCial partnershIp and mteractlon bv all relevant
parties enterpnses federal and regIonal bodles of government trade umons Restructunng
WIll be performed WIthin the framework of appropnate regIOnal programs of coal sector
restructunng and speCIal-purpose federal programs of socIal-economic development of coal
mining regIOns

IV BASIC TRENDS FOR RESTRUCTURING

Restructunng covers a Wide vanety of socIal-economIc Issues whIch reqUIre reconsideration of
vIew and attitudes to production and supply In the sector to reflect the change In the role of coal
10 the energy balance of the country and of varIous regIOns WIthin the countrY restructunng of
the sector In general WIll also have to be performed

BasIC trends ofcoal sector restructuring are as follows

A OperatIons

Profitable coal productlon Qn the basIS Qfthe best and most stable enterpnses

The follOWing can be done 10 order to raise the effiCIency and competitIveness of coal
enterpnses

- suspensIOn of operation of envIronmentally hazardous or unsafe reserves
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Improvement ofconsumer charactenstlcs ofcoal products,

reduction ofcosts throughout the technological cham of production

mcrease of the capacity utlhzatlon ratio of mmes WIth low umt costs With parallel reduction of
output at other mmes

IdentificatIOn of ratIOnal regunes of operation of enterpnses m conditions of reduced reserve
capacity,

hqUidatlon of re orgamsatlon of margmal or loss-makmg busmess umts wlthm profitable
enterpnses

- accelerated expansion of open-pit mmmg,

- pnorlty financmg ofmodernization ofthe best companies,

estabhshment of small and medium-size auxJ1mry and servlcmg companies for co-operatIOn
With producers on a contractual basiS,

promotion ofcompetition on the coal markets

Closure ofmargmal and loss-makmg enterpnses. closure ofmefficlent production

Enterprises wJ1l be earmarked for closure reorganization or hquldatlon m hne With the CIVJ1
Code of the RUSSian Federation, the Law of the RUSSian Federation "On Bankruptcy of
Enterpnses" and GUidehnes for restructunng and closure of margmal and loss makmg mmes
m the RUSSIan coal mdustry"

LiqUidation wJ1l be financed out of the federal budget, by means of dlvesnture ofassets and out
of other non pubhc sources Funds raised for hqUidatlon wJ1l be used for two purposes
Implementation of the hqUidatlon process and sO('lal protectIOn of redundant workers

LiqUidation projects m the RUSSian coal mdustry must be financed on a competitive basiS m
order to ensure optimal structures, rational use of budget financmg and maximization of
extrabudgetary funds

Sheddmg non-productive assets

Farms social assets health care mstltutlons retail and publIc catenng machme bUlldmg plants
supplymg eqUipment to coal mmes constructIOn companies and other entities which do not
have any direct technological role m coal production W111 be made financlal1y and operatIOnally
autonomous while contmumg to focus on provldmg goods and services to the mdustry ThIs
component Will be financed out ofthe federal and local budgets

Upgradmg and refonnmg R&D
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Research and development activIty In the sector will be re oriented and Its scope will be reVIsed
mime with the goals of restructurmg and the development objectives of the coal mdustry

R&D will be bUilt on a competItive basIs government financmg will be obtamed to finance
top-pnonty proJects, and funds of enterpnses, banks, commercIal entities (mcludmg foreIgn
mvestors) and lendmg by special mnovatlon funds (budgetary and extrabudgetary
appropnatlOns) will also be employed

ReorganIzation of research m the sector envisages that certam research mstltutes will remain In

government ownershIp and be transformed mto federal research centres while other regIOnal
and sector-wide institutes will be transformed mto Jomt-stock companies leasing centres
venture firms and centres, temporary research groups and mtersectoral asSOCIations

Further ownership reforms

Corporatlsatlon of the coal sector will be completed, and the government will sell through a
competitive blddmg process Its shares m the enterpnses of the sector

Transformation of management

Management ofthe sector wIll feature separatIOn of functIons relating to ImplementatIOn of the
fuel pohcy

The government's role m management of profitable enterpnses wIll dlmlmsh a balance of free
market techmques and government regulatIon Will be mamtamed The followmg measures WIll
be carned out

- further transformation of management particularly transformatIOn of Rosugol mto an open
Jomt stock company whose functIOns Will reflect the goals of coal sector restructunng
establIshment ofvoluntary associations ofshareholdmg compames where the government owns
no mterest, for representatIOn of their mterests In contacts With the government

-reduction of the government stakes m the capItal of JOint-stock companIes, stronger
government mvolvement m mmes which receive SubSIdies

- mdependent Jomt stock compames must become the key component of the orgamsatlOnal
structure of the sector at the local level,

the workforce wlil be granted more nghts m the process of pnvatlsatton of profitable
enterpnses,

estabhshment of central and regIOnal mvestrnent and msurance compames, pension finds
labour safety funds consultmg and engmeenng firms, transportatIon compames tradmg
companIes and other market-onented structures for prOVISion of services to coal enterpnses

- establIshment of multi-sectoral compames and financlal-mdustnal groups where coal
producers and consumers Will partICIpate
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B SOCIal Sphere

SOCial protectIon ofemployees made redundant as a result ofrestructunng

Mam goals of SOCial proteCtion of redundant workers are as follows

employment of redundant employees by means of creatIon of unsubsldlzed Jobs m paralIel
WIth cuts

reqUIsIte SOCial guarantees, SubSIdies, compensatIOn and benefits

Job creatIOn and employment of redundant employees feature the followmg

- dIversification ofcore productIon

- addItIOnal tax rebates and soft loans for employers and small busmesses whIch create new
Jobs for redundant mmers,

- assIstance m development of alternatIve forms of employment, estabhshment of new small
busmesses and re trammg partIal financmg of these actIVIties out of the Federal Employment
Fund, local budgets and pubhc funds,

assIstance m estabhshment of specl3hsed enterpnses provldmg environmental clean-up of
coal operatIOns and upgradmg of the mfrastructure of coal-mmmg regions where redundant
mmers could be emploved

SOCIal guarantees (compensatIon subSIdIes benefits) to be offered to redundant employees of
the coal sector mclude

dIfferentIated (category-hIlked) e"d:enslon of the penod of ehglblhty for wages and salanes m
the penod between Jobs, from three months to five months

dIfferentIated (category-lmked) lump-sum compensation of redundant emplovees to
encourage Job search m the amount of at least two tImes the monthly salary and at least four
times the monthly salary for employees ofcoal mmes m the ArctIC and lIke regIOns,

relocation of redundant employees from ArctiC commumtles to other RUSSian regIOns and
theIr subsequent employment

extensIon of the penod of ehglblhty of redundant employees for company-bUIlt housmg and
access to SOCIal mfrastructure owned by coal enterpnses

- Increase of retrrement pay to persons past, or close to retIrement age prOVided they have
worked the reqUIsite number of years and termmated theIr employment because of
restructunng

allocation ofgovernment funds for unemployment msurance ofemployees

measures of SOCial protection of the persons who were dIsabled as a result of an aCCident at
work and of dependants of mmers who died as a result of aCCidents at work m the process of
mme lIqUIdatIOn

- payment oflump-sum compensation to employees who cannot get Jobs m the vlcmlty of theIr
homes and who are wlllmg to obtam housmg elsewhere, at the rate of 18 square meters per
member of a household and paid transportation of belongmgs and luggage by raIlway at the
rate ofone railcar per household of three persons
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Apphcablhty and scope of the benefits and compensation listed above (redundancy pay
ellglblhty of wages dunng the penod ofJob search etc) go beyond the prOVISions of eXlstmg
laws and requIre new regulatory acts to be adopted

SOCIal protectIon of redundant workers IS the prtmary responsIbilIty of the government, In
conjunctIon With trade umons and employers employees should be properly mcentlvlsed to use
theIr own savmgs m the process

Labour safetY

The followmg IS contemplated for the purpose of labour safety 10 the coal sector

development of Innovative technical means and solutions guaranteemg protectIon of
employees mvolved 10 new high-effiCiency technologIes,

quantificatIOn ofhardness, danger and hazards of labour m the coal sector, WIth due regard to
the long-term effects of these factors,

- extension of the scope of contractual systems of employment In a way which would allow
mdlvlduahzatlon of labour safety requIrements

creatIon ofa regulatory framework which would prOVIde for safe and healthy conditions m the
workplace by means of combmmg economic mcentlves and certam obhgatlOns by companIes
and employees

Re-tTammg and upgrading ofquahficatlons

QualificatIons of employees and re trammg of redundant workers m the restructunng process
Will be performed as follows

Improvement of the tramlng systems In line WIth reqUIrement ofmodern productIOn

re tramlng of redundant workers who get Jobs In other sectors and as a result of dIverSIficatIOn
of productIon

- sectoral programs of management tramlng of candIdates for managenal pOSItIOns In major
Jomt-stock compames and profitable mines

Upgrading ofsocial Infrastructure In coaJ-mmmg regions

Soclalmfrastructure Improvements 10 coal-mmlng regIOns must cover the entire range of SOCIal
servIces utlhtles consumer servIces pubhc transportatIon health care cultural faCIlitIes
nursenes, schooling etc

Reorgamsatlon ofSOCial services WIll Include the followmg

- transfer ofhousmg and SOCial assets to mumclpahtles and pOSSIbly subsequent pnvatlsatlon
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- reorganisation ef rent and utihty rates so as to ensure financmg by tenants of the mamtenance
costs relatmg to housing and utilities

more actIve efforts to pull down old bUlldmgs bUild new houses and e'Cpand utilItIes by
means of loans pnvate sector savmgs, the federal and local budgets

scalIng down ofhousmg construction In the ArctiC commUnitIes With parallel relocation of the
retIred and the disabled reduction of uneconomical productIOn

C ENVmONMENTAL PROTECTION

Development and Implementation of actiVItieS aiming to reduce adverse envIronmental effect
ofmmmg operations, by means of

- reductIOn of hazardous atmosphenc emISSions and discharges due to technological
upgradmg of production,

- land reclamation

- Identification of economIc mechanisms provldmg mcentlves for environmental
Improvements m coal-mmmg regions

D REFORM OF GOVERNMENT SUPPORT

The following IS envIsaged to reform government support of the coal Industry

allocatIOn of government funds to finance coal sector restructunng as stIpulated by
approved programs and projects,

gradual WIthdrawal of SubSidIes to loss making mines, use of alternative sources of funding
to finance maintenance ofSOCial assets and Increase SOCial spending

• mtroductlOn ofcontractual relations between the Government of the RUSSIan Federation,
Rosugol Rostopprom and coal mmers trade unions With respect to use of government
SubSidies

conclUSIOn of bilateral agreements on the timing of budget finanCing and use of budget
funds consistently With agreed gUldelmes, between Rosugol, Rostopprom and other jomt
stock compames In the coal sector,

- conclUSIOn ofbJ1ateral agreements on the tlmmg of budget finanCing and use of budget
funds consIstently With agreed gUidelines among jOint-stock compames and enterpnses In
the coal sector

regulatory reportmg at all levels of actual amounts of government fundmg and their use
annual Independent audIts, publicatIOn of financIal statements

An additIOnal method of support of coal sector restructurmg IS government regulation of
relatIOns With natural monopolIes mcludmg regulatIOn of electnclty tanffs, raIlway tanffs
gas pnces, and rules of access to services prOVided by natural monopolies

Debt capital could be raised from multilateral agencies as an additIOnal source to finance
restructunng
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V APPROACH TO ESTIMATE OF RESTRUCTURING COSTS

Restructurmg costs were estimated on the roIlowlng assumptions

• at the 1n1tlal stage the key sources of mvestment by coal enterpnses will be depreciation and
government Subsidies, part of which WIIl have to be repaid (for mstance, leasmg),

- hquldatlOn of loss makmg enterprises will be financed by means of government Subsidies
and sale of assets,

- modernization, renovation and e'l:.panslOn will have to rely more on mternal financmg by
the enterprises, loans, direct private domestic and foreign Investment and e'l:.trabudgetary
sources In addition to government funding

- SOCial programs m the conte'l:.t of restructuring Will be financed pnmanly by the federal and
local authontles

LiqUidation costs are estimated to average 40-45 billion rubles (m 1994 pnces) per enterpnse
and WIll vary conSiderably from one mme to another Of that amount, the closure Itself will
account for 25% and SOCIal protectIOn of redundant workers, for 75% LiqUidation costs
amount to two years' subSidies to cover losses m other words budget SubsidIes Will be
reduced by the amount of liquidation costs two years after closure The tlmeframe of closure
will depend on availability of budget finanCing

Investments Will focus on development of the best-perfonnmg mmes, restoration of
solvency If possible and special purpose programs m the sector

EstImates of other restructurmg costs wllI be perfonned as approprlte projects are prepared

Recovery of restructunng costs wtll depend on the one hand on the scale ofclosures scope
ofmvestment and on the other hand on growth ofcoal prices m relatIOn to growth of
material costs Estimates mdlcate that government SubSidies to loss makmg and
uncompetltlve mmes could be phased out wlthm 3 5 years by means ofmme closure

VI PROJECTED IMPACT OF COAL SECTOR RESTRUCTURING

ImplementatIon of coal sector restructunng Will mal..e It pOSSible to achieve the folIowmg

- dramatically Increase production efficlencv as loss-makmg mmes are shut new effiCient
mmes are bUilt and mcomes grow m parallel wlth demand

At least 90 loss makmg mmes (overall capacity 60 millIOn tons total workforce over 83000
people) Will be liqUidated
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ModernizatIon and renovation wIll raise the share of the most efficIent mmes 10 the total
output from 49% to 68 70% TheIr production standards will be raised to internatIOnal levels
10 comparable conditions The proportIon of open-pit mlnmg W1l1lOcrease from 55% to
65% The share of steadily performmg mmes wIth lower efficIency wIll drop from 4 I% to
30-32% whIle that ofmargmal mmes wIll shnnk from 9:l% to 1-2%

Closure ofloss maklOg compames and modernization ofremalmng mmes wllI result 10

reductIon of the workforce by I 10 000 people or 20% against the 1994 level

Further reduction of the sector s workforce by 175 000 people WIll take place as non-core
production IS shed By the year 2000 the number of people emploved 10 the sector WIll
decrease by 230,000-250,000 people overall

create economIC and finanCial conditIons for profitable operation and cost reductIon

SubSIdIes to cover the losses of margmal mmes WIll be WIthdrawn

Durmg the penod under reVIew, productIon subSIdIes (as dlstmct from SOCIal SubSIdIes) WIll
decrease by at least 15 percent

As enterpnses become more effiCIent and competitIve enterpnses WIll merge to fonnJomt
stock compames so the number of economIc agents on the coal market WIll be reduced by a
factor of SIX

Improve the overal1 sOClal-economlc "rtuatlQD and envIronmental SItuatIOn m coal-mmmg

~

SOCial mfrastructure ofmmlOg towns wIll become more orderly as SOCial assets are
transferred to mUDlclpalttles, strong emphaSIS WIll be laid on upgradmg consumer servIces
and utllttles

DiversIficatIOn ofcore productIon WIll gIve a boost to productIon ofcompetltn,e consumer
goods for the local market

As a result of closure of mmes WIth hazardous or unsafe condItIons the mdustnal aCCIdent
rate and occupatIOnal dIseases wIll be cut by one third reductIon of annual regressIve claIms
Will amount to 10 blilton rubles the envIronmental SItuatIon Will get better

New Jobs Will be created m coal mmmg regions so as to mamtam a hIgh level of
employment a key to SOCIal stabIlIty
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PrOjects wIll be-prepared to specIfy more detailed plans of socIal economic and
envIronmental activItIes In coal-mlnmg regIOns

VII LOGISTICS OF RESTRUCTURING

From the logIstIcal perspectIve techmques and forms of coordmatlOn m the process of
restructunng WIll have to be defined In hne with BasiC Trends

FunctIons of key participants The federal and regIonal authontles m co-operatIOn WIth
Rosugol and Rostopprom, WIll draft revIew and adopt legIslatIve and regulatory acts to
supplement the eXIsting regulatory framework of coal sector restructunng

The federal and regIonal authorttles, In co operatIOn WIth Rosugol, Rostopprom and local
coal compames, wllI restructure the system ofgovernment support and management of the
coal Industry

Local coal compames Rosugol and Rostopprom Will Jomtly prepare and Implement a
production reform plan m the form of busmess-plans of coal enterpnses subject to revIew by
the coal mmers' umons and the local authontles The busmess-plans WIll serve as the basIS
for preparatIon of Restructunng subprograms, whIch WIll form part of federal and regIonal
programs

The admmlstratlve bodIes of government In subjects of the FederatIOn whIch have coal
mmmg regIons on their terntory, regional agencies of the Federal Employment Agency m
conjunctIon WIth coal-mmers' umons, local coal compames Rosugol and Rostopprom WIll
prepare and Implement measures of SOCIal protectIOn of redundant workers In the process of
restructurmg whIch measures they will outhne m the "SOCIal ProtectIon" subprograms of
approprtate federal or regIonal programs

The admmlstratlve bodIes of government of the FederatIOn subjects whIch have coal-mmmg
regIons on their terntory m conjunctIon WIth coal enterpnses and subject to approval by
local trade unions WIll define measures of social mfrastructure Improvement, whIch
measures they WIll outhne m SOCIal Infrastructure subprograms of the appropnate regIOnal
or federal programs

RecommendatIOns approved by the MinIstry of EconomIcs of the RUSSIan Federation WIll
serve as gUldehnes for preparation of special purpose federal programs for SOCIal-economIc
development of coal mmmg regIons

SpeCial-purpose federal programs for SOCIal economIc development ofcoal-mmmg regIons
Will be submItted to the government of the RUSSIan FederatIOn and mcluded m the hst of
federal programs In accordance WIth the appropnate procedure, subject to approval by the
Intersectoral CommIssIon for SpeCial Economic Issues m Coal Mmmg RegIOns
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Conclhatlon and.negotlatlOn wIthin the framework of the Intersectoral CommIssIon for
Social Economic Issues In Coal-Mmlng RegIons regIonal Intersectoral commissions for
social-economic Issues In coal-mining areas the federal and regIOnal commISSIons for
preparation of an Industry tanff agreement wIll serve as the basIC form of coordination and
interaction among participants In the restructuring process

Promotion ofsoclaJ partnership SOCIal partnership must become the core ofmteractlon of
partiCIpants In the restructunng process so as to ensure ImplementatIOn of actIVitIes outlined
In BasiC Trends'

Bodies ofstate power, whIle partIcIpatIng In restructuring as equal partners Will create
conditions for mstltutlons representing the Interests ofother partIes and promote SOCial
partnership

The Intersectoral CommISSion for SOCIal-EconomiC Issues m Coal-Mmmg RegIons the
commISSIon for preparatIon ofan Industry tanff agreement wtll step efforts to enhance
conCiliatory and negotlatmg mechamsms of SOCial partnership between employees
employers federal and regIonal authontles, by shlftmg the emphasiS onto coal-mmmg
regIons

BodIes of state power In subjects of the FederatIon whIch have coal-mmlng regIons on theIr
temtory Will be recommended to form regIOnal Intersectoral commISSIons for soclal
economIc Issues m coal mining regIOns

•••

These 'BasiC Trends of Coal Sector Restructunng In RussIa' have been prepared by the
MInistry of Economics and Rosugol, the document Incorporates comments by and reflects
the opmlons of, the MIniStry of Fmance the Mmlstry of Fuel and Energy the State
Committee for Management of State Property, the MIniStry ofLabor, the Mmlstry of SOCIal
ProtectIon the Federal Employment Agency and trade umons
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The main principles have been developed In accordance with
Presidential Decree No 934, from June 21, 1993, Measures To
Stabilize The Coal Sector and the Council of Ministers No 590, from
June 20, 1993 Emergency Measures To Stabilize The Coal Sector
These pnnclples are In accordance with current legislation and
consider the peculiantles and specific character of the coal Industry

The pnnclpal goals of closing mines

enhanced competitiveness, decreased labor enhanced safety

- ensunng social protection for workers of the most non-viable and
unprofitable mines and Improved of social conditions In coal cities
and settlements,

- environmental Improvement, land reclamation

- creation of conditions for intensive development of reserves, rational
utilization of raw matenals, financial and matenal resources In

producing coal

The main prinCiples Include

- general cntena to assess of the viabIlity of coal-mine enterpnses,

- plans to close mines and lay-off workers,

relations amongst the employers employees and local
administrative bodies



•

•

•

1 The General Pnnclples In Assessing Coal Mine

The decIsion whether to develop mmes will be made after
assessing current demand for coal production compatibility of the
given mine and new energy policy requirements

General cntena are to be considered

mine potential quality of coal reserves and their development,

POSSibility of alternative fuels being supplied to coal consumers at
lower prices,

- mining conditions at developed mines and worker safety (gas,
outburst, InJunes)

- effectiveness of enterprise operations ( calculated per ruble
eqUivalent of production, average Index In the region, labor
productivity and SubSidies per ton of coal),

- payment capability (current liqUidity ratio cash ratio resolution of
Federal Commission On Bankruptcy concerning the enterprise S
bankruptcy,

- likelihood of reorganization at enterprise or POSSibility of sale,

- status of social Infrastructure and maintenance costs,

- balance cost and residual value of fixed assets

2 The Organization Of Mine ClOSing

Main documents to be considered as a baSIS for Improvement
and finanCing of mine clOSing, SOCial protection of laid-off workers
and environmental protection Include FeaSibility Study Of Mines
ClOSings (or a proJect), mine deSign plans and, estimated costs
based on of the approved FeaSibility Study' The Board of Directors
of the speCific Stock Company Will determme whether to close an
enterprise, after which the resolution should be approved by
Rosugol

Rosugol oversees the development schedule of FeaSibility
Study based on an assessment of enterprise production and
recommendations regarding the operation or clOSing of non-viable

\~
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mines following this the schedule must be coordInated with the
Ministry of Economy and approved by the MinIstry of Fuel And
Energy

It IS necessary to apply to the arbItration court In order to
confIrm that an enterpnse IS bankrupt the decIsIon to close the mine
pursuant to bankruptcy legislatIon, after haVing receIved notifIcatIon
of the Federal CommisSion On Bankruptcy on Insolvency of the
enterpnse The applicatIon to the arbitration court IS necessary If
reorganrzatlon of the enterpnse IS considered to be unreasonable

Following the orders of Rosugol, the Stock Company, the
Corporation and the Enterpnse In accordance with the law wIll
develop a Feasibility Study Of The Enterpnse s Closing In

accordance with the above-mentioned schedule

The Stock Company Corporation or Enterpnse In need of a
Feasibility Study may receIve bids for which deSign organizations
will prepare a FeasIbilIty Study Of The Enterpnse s Closmg In

accordance with the order of the State Property Committee of RUSSia
and the Committee of ArchItecture and Construction of RUSSia No
660, p 18-7, from Apnl13, 1993

KnOWing that the mine should be closed, an analysIs of the
potential sale of property and other measures should be developed
Temporary mine clOSing should be considered where future demand
may Increase (mothballing)

If further operatIon of the mine IS unrealistIc, the FeasibIlity
Study should provIde social protectIon for laid-off workers

ProvIsions for social protection of laId-off workers should be
correlated with trade unions and local administration

The Feasibility Study should Include a schedule for execution
and finanCing of the mine closmg as well as employment Issues of
laId-off workers

The FeasIbility Study' should also Include

a cost estimate for technical measures, social protection of
laid-off workers, environmental reclamation and protection according
to Annex 2, payback penod and effICIency Investments at new
enterpnses, total estimated costs, consequences and effiCIency of
the enterprrse s clOSing In the Feasibility Study
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To provide timely closing measures and effective financing the
following phases are necessary

• preparation phase

- Implementation phase,

• closing phase

The preparation phase

- safe removal of coal reserves The optimal quantity of removed
reserves will be Included In the Feasibility Study considering use
demand, etc I

- preparation and closing of mine entries PitS, etc I actual closing

- razing or sale of surface structures

- allocation for Injured miners compensation,

- Informing local administration, the Federal Employment Service and
trade unions about the planned closing of the enterpnse

DUring the Implementation phase, the writing off and transfer
of coal reserves to other enterprises balance are done The activities
on the development sections and PitS closing are completed The
disassembling of mining eqUipment, shaft lining, surface eqUipment
and razing surface structures should be done In an economically
efficient manner

Structures on the surface of the mine will be sold or transferred
to other enterprises Dilapidated bUildings will be razed Land
reclamation should be completed

Measures providing for social protection of laid-off workers and
their family members must be contemplated

Close-out phase

development of Intenm closing statement and ItS approval by
founders or executive body, which decided to close the enterprise

flooding of mine,

resolution of environmental ramifications of the mine s closmg
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raze dilapidated housmg and construction of new housing for
workers at closmg enterpnse

social protection for workers Includmg creation of new fmanclal
funds

On the basIs of the above-mentioned documents, Rosugol
will develop and approve quarterly and annual financial plans for
operation under the current condItions

Before the offiCial resolution that a mme be closed IS made, at
the FeasIbility Study can be approved, the estimated cost of clOSing
must be made by the Stock Company, Corporation and Enterpnse
ThiS estimated cost will be Included In the Feasibility Study

The realizatIon of the FeasibIlity Study Of The Enterpnse s
ClOSing will be overseen by Rosugol ,the Stock Company,
Corporation, Enterpnse and regIonal administration The order, by
which the organizatIons/participants of the clOSing will cooperate and
which dlstnbute the responsIbilities at different stages of the process
will be Issued In accordance With Annex 1

The Feasible Study WIll be developed by a desIgn
organrzatlon and must be coordinated amongst the customer
regional administration, trade unions and employment services as
regards social protection of workers Federal experts should appraise
the plan which must be approved by Rosugol or the MInistry of Fuel
and Energy of Russia

In accordance With the approved Feasibility Study Rosugol
will propose measures to be taken to close non-viable and
unprofitable mInes to the Inter-Agency Coal Commission (lAC) and
will expect recommendatIons lAC WIll submit proposals on how to
address the problems which only the Federal Government can
resolve

According to Articles 61 and 104 of the first part of the RussIan
CIVIl Code, the clOSing of

a stock company IS determined at a stockholders meetmg (an
owner),

- a branch (a separate subdiVIsion of a stock company) IS determmed
In a stockholders' general meetIng,
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a government enterprise IS determined by a corresponding Decree
of the Federal Government

- a branch (a separate subdivIsion of an enterprise) IS determined on
the basIs of Its founder 5 resolution

If the decIsion to close an enterprise IS not approved at a
shareholders meeting (an owner), the closing may be carned out
under current legislation

The Issuance of the order to close an enterprise makes It
possible to layoff employees and to provide them with all proper
benefits and compensation

Mmes selected for closing which have already stopped
production will be excluded from the list of Rosugol This decIsion
must be made In coordination with the Ministry of Fuel and Energy of
Russia

Mine closings' are to be carned out according to current
legislation and financed by Rosugol With this purpose funding IS
allocated from the federal budget for mine closing costs land
reclamation worker safety and environmental protection are used

With the consent of unions mutual agreements regarding
employment of laid-off workers are to be carned out by the
authorities and employers In the regions where enterprIses are being
closed

Employers should Inform the corresponding unions and the
Federal Employment Service about a possible mass lay-off per
paragraph # 1 of the Council of MInisters Decree No 99, from
February 5, 1993, Organizational Measures To Provide Employment
In Response To Mass Lay-Off The Information must be at theIr
disposal three months before the lay-off process begins

Employers must Inform the employment services about every
employee s dismissal two months before dismissal according to the
above-mentioned Decree

A special company may be established In order to consolidate
efforts In closing mines, Job creation and reduction of social tension
In the region Such a company may be created on the basIs of the
coordinating Coal Association In this case, Rosugol would
conclude a contract With a mine to carry out the FeasIbility Study Of
The Mine Closing Coal sector worker benefits should be preserved
for laid-off workers at closed mines An offiCial authOrIzed by
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Rosugol will supervise the mine closing process A contract should
be concluded which lists the terms of closing and release of assets,
and the responsibility for financing of the closing

Measures to close a mine are carned out In succession as
listed In this document ( The Main Principles ) per Articles 61 - 64
of the first part of Russian CIvil Code

*Note The Inter-Agency Coal Commission has the nght In
some exceptional cases to make a deCISion concerning the closing of
any coal sector enterprise (with the exception of actual mmes)
according to regional restructunng programs, on the basIs of current
legislation and regulations cited to this document

3 Social Protection Of Coal Sector Workers Dunng Mine
ClOSing And Lay-Off

The social protection of laid-off workers IS provided In
accordance With current legislation

It Includes

- severance pay equal to one average month salary,

severance equal to average salary dUring penod of employment (but
not longer than three months after dismissal) considering severance
pay already received, workers laid-off In the Extreme North have the
right to receive average salary including severance pay not longer
than SIX months following dismissal,

- Injury compensation at the expense of capitalized assets collected
dUring the preparatlonal penod of the enterprise s closure,

- unemployment pay, dUring the first three months of unemployment
75 % of prevIous average salary, the next 4 months- 60 %, follOWing
thls- 45 % ThiS payment can not be less than the average minimum
salary In accordance With current Russian Labor Law and cannot be
more than the average salary In the republic (which IS a part of the
Russian Federation), regIon, autonomous region or Cities of Moscow
and St -Petersburg The payout period cannot exceed 18 calendar
months

Severance pay dunng the first three months follOWing dismissal
In the Extreme North for SIX months
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According to the current Russian Law Budget And Financed
Pensions In Russia the duration of unemployment benefits should
be prolonged for citizens whose total work life entities them to
retirement pay (including speCial retirement pay) Citizens may
receive unemployment benefits two weeks longer for every year of
their work life The total penod of payout must not exceed 36
calendar months

If a person has dependents disabled and unable to work, the
benefit should be Increased 10% per dependent However, the
maximum benefit for a laid-off worker cannot exceed the prevIous
average salary

The local administratIon can prolong the payment of benefits at
the expense of the regional budget, at the same time, employers may
give some matenal assistance

Dunng the penod of profeSSional training (re-tralnlng) the
following laid-off workers receive grants according to Federal
Employment Service regulations

- a person With work expenence over one year receives a grant
equal to 75% of the prevIous average salary, thiS grant cannot be
less than a mlnrmum subSistence wage Cited In Russian LegIslation, at
the same time, It cannot be more than the the average salary In the
republic, a part of the Russian Federation, autonomous region and In
the Cities of Moscow and St Petersburg,

- a person WIth work expenence under one year, receives the
usual grant envIsaged for the corresponding educatIon
establishments thiS kind of grant cannot be less than the
unemployment pay proVided for thiS category of Citizens,

- disabled or families of deceased receive funds from the
coordinating enterpnse budget, thiS funding Will be equal to 100% of
their prevIous salary, not less than the minimum average salary, or
more than an average salary In the region or Cities of Moscow and
St Petersburg,

- Citizens With dependents Will receive money which Will be
Increased 10% for each dependent, but cannot exceed that worker's
prevIous average salary

Social protection of workers should meet the reqUIrements of
PreSidential Decree No 471 ,from April 21,1993, Additional
Protective MeasuresTo Provide Workers Rights In Russia Problems
of social protection of laid-off workers at closed enterprises,
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Employment Of Russian Citizens and the resolution of the Council of
Ministers and Organization Of ACtivitieS To Promote Employment
Dunng Mass Lay-Off must be reflected In collective agreements

In some cases additional federal benefits can be established
on the basIs of Government resolutions and legislative amendments

1 for enterpnses organizations and business people who have
created new jobs for laid-off workers of closing mines

- benefits for the business people who have created new jobs

- allocation of land for construction and enlargement of the
enterpnse,

- reduction of taxed profit connected with new jobs creation,

2 for employees dismissed In connection with mine closings

- lump-sum unemployment payment dunng the maximum
possible penod of unemployment availing to the person an
opportunity to establlsn hiS own enterpnse and create new jobs

- purchase of mUnicipal land wIth certain benefits under
conditions for IndIVIdual hOUSing construction

- retraining at minimal/low cost,

- creatIon of regional specialized fIrms In the region to
modernize current structures, establish new activitIes and support
employment In small and medium enterpnses,

- approval to extend payout penod of the average salary for
managers and coal Industry specialists If they enroll In educational
establishments for requallflcatlon

Measures to provide employment dunng mass lay-off resulting
from mine clOSings must be coordinated With trade unions or other
employee representatIves At the same time, above-mentioned
measures should be Included In regional programs on employment
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The following measures may be taken

organization of professional training requahflcatlon and
Improvement of laid-off workers qualifications this type of training
would be for people whose employment IS difficult until the date of
the employment contract s termination,

lump-sum payment for laid-off workers and their family relocating to
another region,

- re-onentatlon of enterpnses and Job creation

- priVatization of enterprise property,

- other measures to prOVide employment of laid-off workers

Measures taken to proVide employment under the law
Employment Of People In Russia are financed by the Federal

Employment Service (FES)

4 Relatrons Amongst Employers, Employees and Authorities

Relations amongst employers, employees and authontles are
regulated by current legislation including collective bargaining
contracts and agreements concluded according to the established
order

Proposals from unions or other employee representatives
directed to executive bodies and employers In connection with mass
lay-off should be conSidered and carned out where pOSSible

The local administration upon suggestion of the Employment
Service and trade unron may stop the execution of an employers
resolution to lay-off a large number of workers The local authontles
may regulate the pace of local lay-off dunng a year and frnance this
process from local budget

In coal regions. special committees to oversee the execution
and Implementation of the admrnlstratlon plan will be formed They
will consist of representatives from executive government, regional
administration and other partiCipants The committees task IS to
coordinate the regional authonty and mine closing commiSSion
actiVities, resolve the current problems, control over assets allocated
for these goals, assist rn relocation and the employment of laid-off
workers
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The Controlling Boards operate In accordance with decIsions of
the Inter Agency Coal Commission These bodies supervise and
provide the actIVIties of the closing commISSion at the closing
enterprises

The founders (owners) of closed enterprises will organize mme
closing commiSSions A speCial representative from the partICipants
will be Included In the CommiSSion If a given enterprise IS a stock
company the actIVitIes of the Mine ClOSing CommISSion are
regulated also by ItS Charter

The Inter-Agency Coal CommiSSion cooperates WIth Rosugol
The latter prOVides the CommiSSion With necessary information, a
speCial department In Rosugol" has been created to carry out thIS
function
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ANNEX

Stages Of Mme Closings And Participation

Development coordination and approval of measures to close non viable and
unprofitable mines

(Rosuool enteronse deslon oroclmzatlonsl

1;>

( Rosucol" stock comoamesl•

•

Expert analysIs of FeaSibility Study" ItS approval and presentation to the Inter
Agency Coal Commission receipt of recommendations on mine closing and
sources of financing

-1"Rosuccl" or the Mlnlstrv of Fuel and Enerovl

Development of draft projects within FeaSibility Study
housing construction
Job creation
environmental protection measures

(stock comoames enteronse deslcn orqamzatlonsl

Development approval of finance plans for the coal mine clOSings and oversight
of process

FeaSibility Study being realized
Improvement of corporation actIVIties
reduction of federal SubSIdies
employment of laid off workers

(stock compames regional admlmstratlon the Federal Employment Service and
"Rosucol"l

Wrrtmg off fixed assets exclUSion of enterprise from State list of operatrng
enterprises offICIal registration of enterprise clOSing

istock comDames enteronse "ROSUCDI l
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ANNEX 2

Costs Of Mine Closmg

CalculatIOn of total cost should be completed In the following
order

Stage I

1 calculation of total cost of operations, dams shafts, auxllary shafts,
exploratory and other closing costs,

2 calculation of total cost mine closing,
Total for the underground operations

3 calculation of total cost of razing surface construction,
disassembling electnc power lines, etc,

4 environmental protection Including land reclamation,
Total for productive enterpnses and environmental protection (add
Items 1-4)

5 calculation of all costs of housing and social construction
(Including razing dilapidated housing),

6 calculation of total cost for design and exploratory operations

Stage 1 Total (add Items 1-6)

Stage 2

7 total cost of worker social protection (benefits and compensation,
training, requallflcatlon, relocatIon to other regions, satisfaction of
claims and actions, disability pensions)

Stage 2 Total (Item 7)

Stage 3

8 cost of Job creation,

8 1 cost to construct enterpnses, trade centers, etc,

8 2 cost for reconstruction, mechanization of enterpnses and
expansion costs,
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8 3 cost of design operations

Stage 3 Total

Stage 4

9 activities and costs not considered In stages 1-3 (e g , costs of
transferrnng housing and social assetsfrom balance of closed
enterpnse to mUnicipal balance)

Stage 4 Total

Total cost for mme closmg (add Stages1-4)

min rubles (1991)

- productive enterpnses and environmental protection,

- housing construction and social assets,

- Job creation,

- social protection of workers,

- other (stage 4)

14



•

•

•

REVIEW OF THE LEGAL SOCIAL SAFETY NET

FOR LAID-OFF COAL SECTOR WORKERS

RUSSIA

,\ \



• TABLE OF CONTENTS)

Framework of the SocIal Safety Net SHtem

Legal Framework

Industr) Frdmework

II RevIew of the Currlnt Legal Social Sdfch "-:ct for Coal Sector Workers

Hlghhghts of Federal Law

III Commentary

IV RecommendatIOns

•
Annex 1-

Annex 2-

Annex 3-

Annex 4-

SUnUlldr) of Legal Acts (chdrt) and the
Legl~ldtlve Svstem In RUSSia

HIghlighted Social Safeh Net Pro\lslons
Contamed m Various Legal Acb (table)

List of Legal Documents Pertaining to SocIal Safety Net Issues

RUSSian Texts of Legal Documents wIth
HIghlighted Document DescnptlOns m English

•

1 Thl, documcnt h.l~ bccn Plcp.llcd b} I\..llol}n Buq .l short term PPU consult.lllt Jnd
Andici Choug.lye\ Leg.ll Advl~ol to the PPU \\ nil contllbutJons flom Mal) loUIse Vitelli
PPU PIOJcct AdvlSOI

2



•

•

•

REVIEW OF LEGAL SOCIAL SAFETY NET
FOR lAID OFF COAL SECTOR WORKERS

FRAMEWORK OF THE SYSTEM

CO.lI sector .... olkers flglm Jnd bencfil~ III thc ~ N of 11\ orr~ .lIe regul.ned b} more than
twelllY (20) federJI de~lec~ ICsolullons l.l\\~ Jnd old< r' In Iddllion there .lre two n.lllon.ll
Tanff Agreements which pro\ldc bencfits for co.l1 scClor \\orkers

The follo\\ IIIg go\cfJllIlcnl h\.ldIC~ rc!:u! I\C thc leI- II ,m III ....lfet\ nct for I.lld-off worke~ lJl
RU~'II

SuprclIlc Coun< II of thc Ru"",, III r~dlllll"n

Pre~ldcnt of lhe RU,,"~IJn FcdclJllOn
GOlclnlllcnl4 01 Ihe RU~~lIn Fedcrllion
MlIlI~lI) of Lllll..lI of the Ru"lln Fcd~ I Ilion Jnd

• thc Fcder.ll ElI1plo}lIlcnt SCrvlCC (~FE5 )~

FUJ1hcIIIlOIC 1.... 0 union, h 1\1. ~Igncd Ilbol 1!:lcclllcnh \\ nh Ihc MIll"try of Fuci and Energy
Jnd the MIIII,tl) of Llbol I !:ull\lll!: thc 1.0 II Illdl"lr\ thl. l nlon of COJI Industry Workcrs
( PRUP ) Jnd thc Indcpcnd<nl MiliCI' Union ( '\ pc., ) r

Legal Framework

Thele .lIe 1I10re thJn l\\ent\ (20) fedcI.l1 le!: II ..Ilh IC"lIll1ll1e lhe lI"ht, of 1..Ild-off \Iorkers In
JddlllOn reglonJ! .lnd loc II \)lelnll1enh h lIe th< Ic_ II 11_111 10 JlI'~ legl,I.lllOn regul.lllng the
SOCI..l! ~fct\ net \\llhlll thell 11I1I,dl~lIon Ho\\uci 'lllld lid, ,el b} thcse !:olernments nM}
nOl ~upcrsede fedel.ll legl,lllllIn Fedel..ll !Cl:"I..IlIOn PIO\ Idl.' I 1I111111llUm benefits stJ.nd.lld
..I1l1 Jddlllonoll bcnefils e~lll Ii hcd b} Icglonll 01 10< II !:oIClnll1elll~ must be financed flOlll
111O'C budgets

All go\clnlllclll bodle, fJII undel .I ,peelfi~ Ie!: II h,CI lldll hce Annex I) \Vhelc a conflIct
bCT\\eCn plm ISlon, III ,cp 11 He le!: II JCt'> C\I'" Thl <Oudillon, e,t.lbh,hed b} thc 1I10le
JUThor IlJlllC bod} 1\111 bc cnfoll.cd

Thc olde,t Ind most COlllplchcn'llc le!:JI Jct ICl:lIl11lJl!: OIU 111 IlbOI gU.lfantee, fOI .Ill workers
III JIl ~CCIOrs pnlJte Jnd pubh~ I' thc RU~'J In Llhol Codc bce Annex 4) onglll.lll} Wfltten
III 1971 fOI elllZCIlS of thc RU~'IJn 50\let 50Clll"l RlJlllbh~ but ple,ellll) still III effect The
RU'~I.ln wbor Code legulJ1C~ .Ill I'pe(.h of Ilbol lIe lll' Jnd !:lIJIJllleeS lIIc!udlllg .... .lges .... ork

lhour, he.llth Jnd SJfet} stJndJld~ .1JId \\ 01 kCI bcncfit'>

Folloll III!: the Rus'iIJn wbol Code thc W\\ £11I/'''1111I< III 0/ {ilL PopulJ{JOll 111 tile RU5SJJlI
FedclJlJOll p.lssed on Apill 19 1991 gl\C, lilL ~ 1I1J~'1 Jnd Illost det.llJcd outhnc of

, SCC Annc,- 4 fOi a olltlmc of .111 Icl,al dOl.llIll. Ill~ PllllllllIll, 10 ~01.1~1 ~ Ife" nct ISSUCS
plcdCI.C~~OI to lhc PIC~CI1l Icgl~llIllC DUI1l1

• "fd' 10 thl (ounl.l1 of "11111'ICI~
<Th. Fed".1 El1lplml1llnl Slnl<l 1'1 IcllIl\cll IIC\\ 01_1I11/111l1ll I.ICJlcd III 1992 ]h 0pCtallol~ are
<Jlllcd oul bl ~ nCl\\OII. of 101..11 EIllplolll1l1l1 Sen'l.l l LES I oflil.cs local<d lilloughout the COUIllI)
{ "-OTE The aCtonl 11l~ lI~cd fOi CJdl ulllon ICP'C~llll Ihl RU"-'Iln ICllcr~ fOI Ihe umon nJme
PRl P "oftcn ICfClICd 10 J' Ihl llld,llOlll11l1ll0n (IC lIcd lIndCI Ihe SOIlCI sl~tcm thc lIIuon
<011."'" of both IllJnJl,cIlIc11I 'lid 1.0 II IIldll"n \\olhr, Al onc IUllC .111 (.0~1 IIldustrv \\orkcrs \\crc
11I1ll1llJI" 111\ m Idc I1lClIlbl.r~ of PRUP HO\\CICI III 19\9 J nCII lIll10n N!?G began 10 fonn as a
blcJI.1\'JI ftol11 Ihc IIJdlllOn II ~lrllCtlllC B\ 1991 llli~ nc\\ lIll10n \\llIch e,-cludcs managemeOl from lI~

II1llllbl.I'.llIp hJd pIo\cn 10 bl I ICl,tllllll1C fOlcc In Ihc LOll I11dll~tl"\ Cunentll 2000 of coal "orl.er~

h 1\l dIDlcn 10 ICJ\C Ihc IladlllOI1JllIllIOn 10 JOIll NP0

3
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unemploymcnt benefits .1IId ,upcnds :l\.ulJblc for .111 CJtegones of laid-ofT workers as well as
condltlons for ehglbLlJlY and Icfusal (see Annex 4) Both of these legal acts affect all mdustnes

Thc most llnportJ,nt PICt.C of ICgISIJ,IJol1 conccnung bcncfits III the coal IIldustry IS Law No
r 4~10 1 "GavemmcJ1t GI/JIJI1l'C~ J/ld Campel/~rlOIl for People WOIA,Ulg aIld L/vUlg ill the Fal
f\onIJ a/ld SUluJar Rcg/oIls 11115 law ofTcrs specIal guarantees to reSIdents of regIons whIch
hJ,\C unusually harsh c1un UIC or geological condlllons As most coal nunm!! regions ale
lIIc1uded III tlus category COJI IIIdustry workers mJy rccCl\e .tddltJonal bcnefits under this act

Industry Framework

All tJnfT .tnd collcclI\c bJI_ Il11l1lg JgICCI1lCnt~ ,rc IIldU~11) ~pcclfic Currently the Ru~s13n

COJI sector h.1s t.... o n.1110nll t.1nfT Jgrccmcnl~ onc ~1I:ncd b} thc UllIon of Coal Industl)
Workcr,; ("PRUP ) Jnd Jnothcr ~lgncd bl thc Indcpcndcnt MlIlc~ UllIon ( NPG )

TI1C l.1bor agreemcnt negotillcd by thc t1JdltlonJI ullIon I' known J.S the Coal Industry Tanff
Agrccment Renegotiated Clel)' two yeal'S thc most recent one Wo:\S Signed on JanuJ.ry 13
1995 b) PRUP thc MIIlI~tl\ of wbor Jnd thc MJIlISII) of Fucl and Energy TIlls agreement
Jppltcs onl} 10 mcmbcr,; of I'RU P

Thc NPG TJnfT A!:lccmcnt \\ " slgncd MJIt.h 5 1992 (.... Ilh .1mcndment~ al1d JddItlons on
A,pul 29 1994) b} thc nlll0n II N PCJ thc MJIlI'tl) of wbol IIld the MIIlISlry of Fuel .tnd
Encrgy Thc NPG T Iliff Ac:lccmcnt ofTcrs morc bcncfit~ 10 Il~ wOlkcrs than Ihe Coal Industl)
TJlIfT Aglcemcnt 1I11.ludllll: onc (I) }cJ,r .tdvJIH.c notll.C bcforc m.1~ lay-ofTs' as opposed 10
thlcc (3) rnonth~ plo\ldcd III thc CO.irTiiClii'crI) T.1llff Agrccmcnt and the Labor Code and
~tlpcnds dUllnglclrJlIllllg cquII to .1 .... olkcl ~ Icgul.11 p.1} Thc NPG Agleelllcnt also applIes
onll 10 It~ 0\\ n membcrs

A'ldc from the l1.1t 10 11.11 "PCJ T.111fT Aglccmcnl lhclC Irc .lIsa .1 numbcr of Icglon.tl
J!:lcemenls Ih.1t ha\c bccil ncgotlJtcd .11 thc MIIIC A~~OCIJIIOn le\cl bet\\een coal slod
compJnles .tnd reglOnJI bl.JII"IC~ of thc N PG Thc PIO\ I"on~ III these agreements howe>cr
u\uJlly closel} cOllcspond to lllld .1IC oftcn rCpIIC.1IC~ of) Ihc n.1lJoIIJ) NPG TallfT Agleemenl

II THE CURRENT LEGAL SOCIAL SAFET't NET (COAL SECTOR/ NON-COAL
SECTOR)

FcdclJI IcgJl Plollslons IcgJldlJ1e the socl.11 ~.Ifct} nCI~ fOI 1.lld ofT COJI sectol workers plovldc
JJ11InllllUII1 of I.... CIlt} onc (2 I) 111 f bCIlCfil~ (\\ Ilh t.CIl..l1ll CJtcgOfJCS of wOlkers such JS
\\omCII .... Ill c 11 Icn Jlld Ic"dcllt~ of thc FJI NOllh ICCCI\lllg .1ddltlon.1J bencfit~) RcglonJI
..llld 10t..I1 gO\CIIlIl1Cnl~ Jbo h I\C thc lcl:JI lJ!:hl to pJ" lcg"llllon Icgul.1lmg thc soclJ,1 safet}
nct \\ I£hlll thcII o.... n JUII~dll.t1on ho\\clcr fc\\ If.ll1\ h.llC choscn to do so as fUllds fOJ
IC!:lonJ,1 01 10l..11 PIO\ 1'lon~ lI1u,r bc fil1Jnccd flOIl1 Iho~c budgcts

HlghllghlS of Federal Law

Severance

U ndcr thc current lcgl~I.1t1\c II1J11II11I1I11 WOI "c ..... JIC to ICCCI\e IhlCC (3) 1I10nths adv.tl1ced
\\lltlcn nOllfic.1t1on b} thc cmplo}cl of.111 upt.onlllll:JI}_QIT All back p.ty and v.ages due thc

"-1.1" 11\ Orr\ Irc dcfillcd $ dn'lIl\ of .111 Cl1lcrpl1~C \\ ltil I' or mOle \\OI1-.CI' lal orr of morc than ,0
\\011-.\1' \\lllnn 30 d I" 200 \\ 01 I-.cr\ \\llllIn 60 d~\\ ,00 \\ 01 I-.CI' \\lllun 90 day~ Scc Suplemc Counl.11
R 1I1111011 1\.0 99 F\ un, 11"\ , 199, 111 Anllc, -I fOI I mOlc l.OmplcIC dcfilullon

111 Ihl' dO\lIll1Cl11 Ihc ICl111 ""'II 'Jfcl~ IICI rcfcr!> 10 ICdll,cd Jnd fOlccd \aC.ltlon bencfil~

1\ mpOI.lI) llll\ mplO\ mCIll bCIl\ fil' \\ \CIJnl.C p.ll job \C.lldl bencfits uncmplo~ menl bencfits lllalel1Jl
J\\I\IJI1\C m.lICl11lt\ al1d c1l1ldl.lIc Ic J\C ealll pcl1.~lon Ica\c rCI131IUng bene fils job creallon and job
pll\ClIlCI1l/:lI.1IJl11CC\ ICIO\aIJOl1lxn\fit\ .Ind hOll\lIlg and day '.Irc guar.lmec~
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\\orkel I1IUSt be pJ.ld bv thc cmployer all The~ off Aftci I•.IV off .111 ....olkers hJ.vc two
wed..s wlthlll .... hlch to rcglster with thc loCI! Enw!o\lJlcnt 5cl"\l<..e ( LE5 ) as belllg
"unemployed If thcy register wltlun thc dC.JdlIllC, thc.. will receIve a O1l1JlmUID of one
month b.l5!C sp.lJry JS sever,ll1ce pay followed by tCI1lPOIII'\ unemploymell! benefits paid by
the LES for one month. f,ulurc \0 rcglster m ,I IlIncl\ 11I11111cr p!cclude~ lecelpt of most
benefits

2 Unemployment Benefits

a Forced VacatIOn/Reduced Hours
VI hcrc fOlccd \.lC..ltIOU'> 01 Icduccd hours due to lin..ln<..l..ll difficultIes Jt the enterpflse occur
\~olkcl'> IIC to rcCCI\C tcmpol.Jry bcncfits equ.1l to thc IIIl11lJJlUm s.1I.1l) FOI temporory work
~toPP.lgc~ cmploye!'> 31C to poly the .... orkcr lu~/hel IC!:lIllf b.1~IC <;.11..11)' 3nd find other
Ie~pon~lbIIlIlC~ fOf hun/hcI I! thc <;.1J1lC ell!crplI~C

b Lay-orr
All workers are gU.1I.1nteed thClf b.1slc <;.11.11) dunll!: thc Job ~ u<..h pCrlod for J. III.lXlmUIII of
t.... o ..Idd1l10u.11 11I0nth~ If thev were Ilud-off due to st.lff lcduLt!OllS .lnd three addlllonal months
If thc I.J} -off rcsultcd flom thc closlllg of an entcrpn~c (Ii\ C months fo r those 11\ the FJ.r North
..Ind ~lInll.J1 ICgIOU~) Thl~ pcuod c.m he..c~cd .1t thc dl...Lrctlou of thc LES-
If \\olkc!'> h I\C not fOil lid I Job .... Ithlll thrcc mollth'> IftCI IJ}-off thc} Will receIve
1Il1cll1plo} mcnl bCIICfih \\ 1\I~h .lIC c.1ILul.Jtcd .1Lt.OIdll\e 10 tllc follo\\ 1111.

fOI \\orkcl'~ \\ ho \\CIC ClI1plo}cd ..I 11I111111111111 of m.c h c (I'" \\ccks III the ye31
bcfolc omt.I.l] uncmploymcnl uncl1Iplo} mCIlt bCllcfit~ .lIC c..l]cu].1ted .1ccordmg to
Ihc follo\\ Ill!! ~L lie 7:>% of thc \\OlkcI ... b I'>IL ... 11 II) .1t lu~/hcr last place of
CmplO}l1Icllt fOI lhc fil'~t tJucc 11I01lth... (JO'f of b I'>IL <;.11..11) fOI the next fOUl
mOlllh~ .Jlld 40', ofb.lSIL S.l1J.1) IhclC IftCI

EOI .11l olhcl C.11L_OrrC~ of \\olkc~ bCllcfit ... cqull Ihc mlllJ1lUIll S.l!J.f\

Rc~1 COCmLICIlt~9 3le ..Iddcd to bcncfih 1I1d III bCllcfit'> .lIC mcre.1sed by 10%
fOI e:iCJi of thc \\olkcl s dcpcndeJJt~ UnclIlplO\ IIlCIIt bcncfit~ hO\~C\CI Jl1..1} ne\CI
c"cccd thc .... orkcl S b.lSIC S.ll..lf} 31 11I~/hCI II,>t pllLC of clIlplo}Jl1ent 01 f..111 bene31h
thc 1I111l1ll1UII1 S.lI.lI)'

Bcncfi!' 1Il.l} nOI 1.I,t fOI 1I10lC Ih III I\\chc (121 ~on"'CUlll\C 1110!lth~ III ..In clghteen
( I II) 1ll0lJlh pCllod

Af~1 J \C.l1 of UIlClIlplo}II1Cnl bcncfil'> \\OlkLI'> \\ho ..IIC suIJ uncmployed 1Il3}
qU.Jllf\ fOI lI1.JtclIJI ..I~" ...I..Incc IU l\lltCII d h,>I'>tlJILC bcncfits cquJI the 1Il1ll1ll1UII1
s..lI.JI) .llld 1Il..l} not~ fOl 1I10lC th.11l ~I>' (0) 1Il01Jlh~ AftCI thc hllll\ on lllJ.tell31
1~'J~I..InCC bcncfit~ h.l~ c"pJlcd 11 I~ unLic II \\ hClhcl \\olkcl'.:> 111.1\ beglll a second
10UJld of llllCl11plo}II1Cnl bcncfil~ Allholl~h LIIIICIIl Iegl,>l.1tlon docs not speclfic..IlJ}
plolubll IC<..CIPI of .l ~ccond 101lnd 01 II lJCIIlplo\ IIlCIIl bcncfits nclthcJ does It
,pcLlf\ Ih II thc LES offiLc~ IIlU~1 pcnml \\,11 ku.., 10 IC..Ippl\ fOI bcncfils As of yet
Ihc fight of..l \\OlkCI 10 ICt.CI\C I '>C<..ond lound of unclIl IO\lIlcnt bCllejjt~ol
bccn c~tcd 111 cQ!![!

WId off \\olkel"; .Irc 10 bc ICIJllbur~cd JOO''C of III LO~ l..Ilcd--\LJ1U0Iu!lt31)
01 fOIc.cd.JI:.!oc.Jllon hc} 1Il.1} .ll~o bc !:I\CII Ihc light 10 ICCCI\e Ihcu old J.ge
pcn~lon t\\O }C.JI'<; bcfolc thc Jcg..ll ICIUCIIlCIIt IcC (5:> \C II'> old fOl \\Olllcn 60 ye3rs
old fOI Illcn)

"It '01111 <"Ocm~ICI1\' IIC <alll\ b"c IIKrc.I,c'gl\cl1 10 1I1IC'".knl OrIC&ICI1.' \\llh hor,h chmOliC 01

~colo_l<" ",ondlltOIl\ c..OCmLICI1\S m1\ I II1gc rlom I 1 2 lim" Ih, ,,1.11\ b 1'>C
I \In'".1I.1'SI'II11<''C IdCI'<,IO fill.lIl<..I.l1 l~SI'I.lIlt.C .I11.1lo&OLl' 10 \\clrJIC bcncfil' dcspllc 115 poSSIble
ml'll1\crpl<..WlIOI1.1' 1<..1 L1.1 I mOlclI.l1 bencfil'
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Once IJld-off workeJ$ hdve the fight to cnroll III IClI IIIlJIIg clJSSC~ JlIJllged by the LES If
they choose-to eiiroll they wJlI recelVC .I stlpcnd IhJI \\ III al IC..Ist equal their regular
unemploymcnt benefits Tralllmg cOUJ$CS Ilomlally Idst SIX monlhs (dlthough for some
professIons II may last as long dS onc yc.u) Jftci \\)lI~h lIlllC thc \\orkcr wJlI be eligIble for
rcgulJr unemploymenl benefit~ TIlC LES "III 11~0 IIllngc coursc~ that deal specIfically wIth
clllrcplcncunJI trJlIllllg fOI unemplo}cd "oll..crs \\ho c~pless .I deSire 10 sun theIr own
busllless

• 3 RetraJDlDg

•

•

4 Job Creation

\'volkcr<; \\ ho VI I~h to sun thcn own buslllcs~ ml} rcccl\c 10 1I1~ 01 lIl\cstment flom the LES
BOlh cmp!o}cI"; Jnd Ihc LES Jrc to wOlk togclhcr 10 1~~N Ihc \\olkcr III locdtlng:1 new Job
(Conl.Jc~~sure~ J!)d obhbJllOnS Jrc nol spcclficd )

5 SpecIal Benefits for Women/Children

CCfl.l1ll cJlcgoncs of v.orl..cl,> rCCCJ\C JddllJon.ll bcncfil~ \Vorl..cl'> undcl clglnecn (18) ye.ll'S of
Jgc prcgllJnt \\omcn womcn \\ Ith CllIldlcn undcl IIIICC IJ) 01 <;Illblc mothcrs wllh clllJdren
undcr founccn (14) (or IIl\Jhd cJlIJdrcn undcr <;1\lCCn (16)) l..I11 onl} bc IJld-off wllh the
pcnnlsslon of thc LES or thc ReglonJI Comml~~lon fOI 1I.11ll01"; thc cmplO}CI lIlust find ne\\
Job~ fOI thc~c CJtcgollC<; of \\ orkcl'S -

All \\Olllcn III the RlI<;~J.ln Fcdcl.lllon ICCCI\C bcncflt- cqllll 10 thc IIllJ11mUm SJIJry unlIl then
}oungc<;t chIld IS onc Jnd .1 II llf (! 1/2) }CJI"i of IgC \\olllcn IJld off III conneC[lon with the
c!o<;JIlg or rcorgJn1ZJtlon of In cntel'jJlJsc ICCCI\C Iddlllonil bcncfih unllJ their }oungest clllJd
1<; Ihlcc (3) >eJrs of Jge A OIiC tnne bCllefit cqu II 10 ICII 1I111C~ thc 11.111011.11 mlJ1lmum salJr} IS
gl\cn to \\omCII UpOIl the bllih of .I cllIld A \\OIllJn JIll\ Jho ICCCI\C onc [lme benefits equJI
to hJlf thc mlllimum SJI..Iry once n IS confirmcd Ih II ~hc I~ pregllJnt To ICCel\C thiS benefit
\\omcn mU<;1 prcsclIl the LES VI nh ccnlfi~JIIOII flOm I III.cn<;cd IIlcdll.JI fJculty that sile IS
plC"nllll Thcsc bcnefits .Ire gJ\clI 1<; III C"1CII~lon 10 1Cbul\l ullcJIlployment benefits
AddlllOIlJI mJlclIJI JSSlstJnCC cqu II 10 thc mllllJllllJll "-1111) 1<; J\JII.lblc fOI t\\elve (12)
mOlllh<; to dcpcndcnt<; of the unemplO\cd

III COMMENTARY

FlomJ legl,l.llJ\c SIJlldpolllt thc currclIl <,otlll <,lfC1\ nCI fOI I lid off ~OJI mdustn worker<; 111
thc RLI'~lln FcdcIJlIOn .IppCJI, 10 bc IcmJI\' Illh ,olld GI\cn tllc numbcl of dlffclCll1
OI~.ln1ZJlIoll<; JlId gO\ClnmCnl J!,cnclc, lII\ohcd \\ nil dc\cloplllb ~o~IJI policy thc benefit<;
fllmc\\or\' 1<; <;UIPII<;lIIg1} tholough COII~NCJll IIId !,cnclo\"

All \\orl..cJ'<; JIC plo\ldcd ,,"h bcnefils .It 01 Jbo\c thc mlllll1lUlIl <;.]1.11) fOI .It ICJ.st twenty one
(21) lIlollth<; follo\\mg IJ} off Those dcfincd b} RU<"IJn Iegl~IJtIOIl J~ bemg JJl need of ~cIJI
PIOICl.1I011 (lI<;uJII} \\omcn wllh }oulIg CllIldlcn) ICCCI\C c"tcndcd bcnefit<; MJny q.f the<;e
bCIICfih IIC !:L1JIJIIICcd b} multiple Jl.h \\llIdl I~ ~L1IPII~lI1b !,I\cn lhc fJCI thJI uncmplo\mell!
dId n01-offi<.11I1\ C"I<,I fi\e }cJJ'> JbO

W\lIlg off \\01 I..crs JJl the RusslJn FedcIJlJOII ICquIIC~ compllJl1ce \\lIh .111 aIra} of legJI Jcts
Jlld IIlCJ<;\IIC~ Bcfolc IJylllg off .I \\OlkCI clIlplo}CI,> pro\ldc Jd\JIlCC nOlJce 10 (Jnd rcceIve
PCllIlI<,<;lon fJom) the Ulllons .Ind LES PJi b.ll.l.. VlJge<; <;c\crJnl.C pJ\ Jnd lelocJtlOIl costs (If
11 " 1101 J nOli prolil clllerpnse) In so!.!}£. c:!sc<; cmploicl"; must c-\cn lind \\olkcrs \\ho hJ\C
bccn IJld off
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However a v.c.lkncss JIl thc social S.lfety net m.l~~.lth .warke1r. wha..holve- been sent on
fOlced volcallons 01 ~hose wOlklng hours h.lvC bccn rcduccd GIven the number of condItions
and Inl1lt:ltlons for l.lymg-off workers employers molY bc tempted to reduce hours or send
woll,ers on forced vacolllOIlS .IS a way of reducmg costs while avoldlllg regulallons I.!Lfact the
[\\ 0 T.lTJff Agreemellls and Governmem Resolution 432 clle that reduclI1g wOlkers hours IS a
v...lY to ~Jobsll - -

CUllently however benefits for workers selll on fQlccd \.lcallOnS Qr gIven reduced work hours
Jre cQvered under Qnly one lcgal act fCQJ1lp.llcd tQ .It Ie I~t ~IX (6) which cover unemployment
benefits) RegulJtlon No 44 of the Fcdcr.lI-fIll)21n~IlJell1..S.eroc.e.offe=arke1S-whQjlllYe...beell

sent on fQrced v:JcatlQn thc Oppa!1Ullll-~ta..receive- d- maXIIllUIll-of four months of benefits
-H~cr III Qrder to rcceJ\c benefits employcrs must plo\ldc one-lIlonth advallce nOUce to

thc LES as to v..ho thcy pI In to send on fOlccd \.lC.ltlon .Ind for ho", long TIle LES then
III\C~llg.lte~ thc ~lluoltJon olnd pro\ldc~ bcncfits fOI onc month only In order to receive
.lddltJonoll bcncfits thc cmploycr must bcgm thc cntlrc proces.~ Jg.lIl1 the foUowmg month
Forced VJC.ltJon benefits alc olwJlded onl} at thc LES ~ dl~crellon TIlese benefits may not
c),cccd thc nolllonJI 1l11llll11lllll S.lIJry olnd 1Il.l} bc gl\cn only m extraordmary sltuaUons
Prc~ldclluJJ Decree 471 also prOVIdes 2-6 lIlolllhs of benefits for wOlkers whose hours have
been reduced HQ\\ever Je 1111 thesc bcncfits ma} nQt c"cccd the natlonJI 1ll1lUmUm salary

A~ \\orkcrs must bc Offi~J.llly IJld off frolll an entcrpnse In order to qualIfy for
ullcmplo} mCllt bcncfit~ (\\ hl~ h Jrc much morc gcnclou~ than thc IImlled benefits prOVided for
forced \JC.luQns Jnd rcduced hQurs) \\orkcrs m.l} bc hun by bcmg sent on forced vacallons or
glvcn rcduccd hours

Thclc doc~ not secm to bc .In} strQng mcchJI1I~m fQI cnfQlccmcnt QI speCIfic penalties III
plJce IQ JSSU[C th.lt Jll prQ\I~IOnS outllllcd III thc ~o<'J.lI s.lfct} nct JIC Jdhered Only Qne leg.ll
Jel El/lploll/lCllCJJLJlJe POplI};wolr-U/ fhc RIISSIJ.Il-- FcdcI.Jlton- passed-m_1991 clles a

-spcCim:--frne fQI emp!o}_cI ~IQJ l!JOllS (l0 000 J00 000 rublcs) GovelJllnent ResolulJon 432
cst.lbhshes a commlSSJon .llllQngst "'Inch II~ rc~pQn~lblill} IS thc cnfofcement Qf ad\ance
nQlIfi~..I!Jon Qf IJy Qffs HQ\\c\cl no pOICnll.l! fillc~ 01 Qlhcl pcnJltlc~ J.re speCIfied III cases of
\lolJtlQIl

CQUlllcllllg thc IJX cllfQICCIllClll IlICehJIlI~1ll fOI Cl1lpIO)CI"> Jnd Ihc LES IS the apparently harsh
Icquncl1lcnt thJt ..Ill workers must JCglStCI v.. Ilh thc LES \\ Illun NO (2) weeks of layoff

I \\or~cr~ v..hQ flJ! 10 rCglslCi ~~thJl1 thJI tnllc pCIIQd .lIC .lutom.lllc.llh lIlellglble for I11QSt fOTlns
Qf bcncfil~

l'ndcl thc eunclII IcglslJtlOn the LES I~ gl\CIl lIlcrcdlblc dCC1~IQIl IIlJklng pQwers The LES
<.ullcnlh ~CJ'\C~ as the ~ole JudlcJJJy J.nd cnfQlccl1lcl1l Illcch.lnJ~1ll of the legal SOCial safety net
All Cl1lplO)CI, lIlcludlllg private clltcrpmcs ICqUIIC the pelllll~'lon of the LES 10 lay-off I11Jny
c lIegolle~ Qf v..Qrkers III c.lses Qf IllJS~ 1.1\ Qff.. (~cc SUPICI1lC Council RegulJtlQn No 99
Anllc), 3) Ihe LES h..ls Jt thclr dlSCICtlOIl thc light tQ stQP JII dlsl11l'oS.lls TIle LES alsQ
deCldc~ \\hCIl Jlld If 10 J\\.lrd extcnd 01 Ic\oke lll.lll) l\PC~ of bCllcfits It deCides who v..lll
Jc~el\e C..lJl) pcnslQns 10 ..Illd III which ~lIl.l11 buslllc~sc~ (~I.l11Cd b} thcn unemplQyed wOlkeJ,)
to lIl\e~1 .llld give lQ..Ins The alllOUIll .lnd qU.lJII\ Qf ICIIJlnlllg programs IS 31so conSIdered tQ
bc .I rc~poll~lbrhl} of thc LES IIlcJUdlllg cour~c, QII cntJCplCIlCUJl.l1 lJJJlllng v..hele agalll the
LES chQQSCS \\IHCh \\orkc~ Ill.l\ cllroll

Uf\CIl tlll~ c>.ten~I\C Juthont} much of ..I \\OlkCJ ~ f.HC dcpcllds upQn the competence alld
1IlICLIJ!1 Qf hl~/hcl LES Thc FcdcJJI Elllp!o\l1lClll SCI"\ICC I~ ..I IclJ.tJ\ch nev.. organlZJlJon
~IC lIcd III 1992 v..Jih J 1.llgC budget Jnd c\cn I.lJgcl bUIC.lUCIJC} ..I CQI11blll31101l of whIch
l.JdOI' Ill.l\ Ie.l\<' II \ulnclJblc 10 COll1JptJon

II 13,1111 Ihe PRUP Jild l'.pc.. T,llrr AgleelllcllL' SlIpLlIJLe IhJI emplO\er, should reduce wOlkers hOLlrs as
.I IlIC III of rcdLlclIlb ~OSI, "Iule "'\1118 Job, c.,O\CIllIllClll Re'QILlIIOn 432 prOVides for Ihe Cleatlon of a
go'crmllel1l ~Olllmillee who I' 10 asSI'L cntel1mse, 111 de',sms meJI1.' of reducll18 workers hOllrs In order
Lo "Old 11\ orr, (Fol a cOlllplele Ollllll1e of cach of Lhese docLllllentS sec Nmcx 4 )
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IV RECOMMENDATIONS

Wlulc .l rel.ltlvely solid legal 5.1fety net IS theorellcaJly m place for laId-otT workers It 16- 'WcJear
hov. Ill.ln workers .lre \\ of t r UufoJ1uu.ltcly RUSSI.l prescntly l.lcks one
cOlnpre lenSlve pIece of legIslation that outllllcs .ill bCllcfil~ 10 ;ill "olkers undel ;ill condItions
Bencfit gUdrJlltees are spleJd out amongst a dIZZYing arrdY of more th.ln twenty (20)
cOlIst.lIllI}-ch.lnglllg leg.ll .J<.tS and T.lnff Agrcclllcim Mo~t pl.Jcc thc burden of secunng
bcncfits on thc P.lJ1 of thc l.ud-off WOI kCI

I Recclpt of almost all benefits are conllngent upon a worker s reglstel1ng WIth the Employment
.Selvlce as unemployed wllhlll two (2) weeks .lftcr l.l\ off If thc workcr fall~ to do ~o he/sJle

v.111 receIve notlung except b} a specl.Jl decI~lolI of thc Elllplo}lllcnt SCf\ICC If.l worker f.lils
to .lppe.lr for In appollltmcnt ..II thc Emplm mcnt Scn I\.C or flll~ to IPPC.JI for .l Job mten ICV.
V.ltlull three (3) days .lner nOllfic.lIIOII b} thc Emplo\ll1cnl SCf\ I\.C .l \\01 kcr molY lose his/her
bellcfit~ TIle gellcrJI Icgl~llll\e Jlld JudlCIJI ~}~tCIll III thc RU~~IJIl FcderJtJon assumes that
ellJZens arc J\\J1C of .111 of tllclr nght~ If cnJZclls do nOl fulfill 01 Jrc UIlJWJrc of their nghts
Jnd obhgJtlon~ they Jrc cOIl'ldcICd b> thc IcgJI ~ys[cm to bc .lt f.lull

The SOCl.l1 safety net also appcars to IJck .l strong Cl1fOll.CI11CIll IllCCh.llll~m Spcclfic fines and
penailles should bc speclficd lor \ 10l.Jtlon~ .1IId pcrh IP~ other JgCIICIC~ .l~lde from the
EmploymcJl1 SCf\ICC ~hould hc ul\ohcd III cnfoll.lJll- (.olllph IIl\.C

Thc~c .lIC both .lICJ~ III v.ludl Ihc UnIOI1~ ShQuld he mOle IJI\ohcd 111 thc c.J~e of lay-ofTs
unIons nced to gU.JIJJl1CC th 11 workc~ knov. thclr JJght~ Jnd obllbJtlon~ (perhJps even create .l
p.lIllplllct 01 blochulc OUthlllllg COJI SCCtOI v.OIkcl' JJght~ .1I1d obllg.ltlons to give to workers
bClIlg IJld ofT) Jl1d Illsurc thJt thcII nglm .lIC Jdhclcd to b\ both govcrnment olg.llllzatJons
Jnd emplo\cl'

The Employment Scn Ice CUI Icntl} hJ~ J glCJt JIllOUl1t of dcl. "'011 mJkll1g PO\\ CI v.luch could
JrJ.cl\ bc sh.llcd With (.llld chcl.kcd b}) othcl gO\Cll1mCl11 01 Ilbol OlbJIIIZltlOIlS GO\CflJlI1elll
Rcsolutloll 432 CJlIs for thc UCJtlOIl of ..I go\clllmcllt ~Olllml"lon \\ hosc Icsponslbl1ll1CS seem
to cOJllcldc If Ilot O\erJdp \\ nh thosc outlillcd fOI thc Emplo} mCIll SCI"\ ICC Hov.c\cr there IS
no CIC:ll c>.plJnatlon of the scp.JrJuon of Juthon!\ bctv. ccn thc'c t\\ 0 bodlcs

Although J thoJOugh IcgJsl.ll1\c fldIl1C\\OIJ.. of bCllcfit~ I~ plo\ldcd thc JIIIOUllt offcled by most
bCllcfit~ I~ so slll.lll J~ to bc .llmost IIlcJnlllglc~, Mllelnn\ ICJ\c ClllJdcJIC leJve forced
\..1\.J!lon Jlld Icduccd houl bcncfit~ IllIlCIIJI .l"'~I~tIlKC IIId lIncmplO}mCIlI bcncfit~ fOI some
l..JtC!,OIJC~ of v.orkc~ Jrc olll} cqu II to tlic mllllllllllll ,JIll' of":}5: 00 Jllblc~ ..I 1I101llhI' As ..I
IC~UIt fcv. .lIC tUI nJIIg to thc gO\CIIlIllCIlI ~lructulc or 1"I~tllll.C JII tllllCS 0 unclllpfoYIIICIll It
" c,tllll.ltcd th.lt only ..I sll1JII pcrccll! of Ihe mllllon~ of ulIclIlploycd \\OlkCI, h.ne actu.lll}
lJhCn thc WIlC to IcgJ"CI wllh thc LES III tCUIl' of bll\m/: PO\\CI thc CUIIClll system offers
no ICJl SOCIJ) ~fct" nct JI11culJJI fOI COJI SCC10I \\OlkCI, Jccu~tomed to gCIlCIOUS 5.1ldneS
III oldel fOI thc SOCIJ! SJfcty nct to truJ} \\Olk bcncflh \\OU lJ\e 0 er some le.Jl
PIOtC~tloll fOI v.olkcl' tJkJllg JIIto J(.COUllt ..I \\OlkCI , fOllllcl ~.JI.JI) Jnd stJnd.Jld of 1I\lI1g
III~tcJd of~ct1Jllg bcncfits fOI ..Ill \\Olkc~ cqu.Jl 10 Ihc 1I111111l1ll1ll '11..11) bcncfib should pClhaps
bc bJsed on ..I \\olkcI s fOllllcr 5.11..11"\ (J~ I~ thc CJ~C \\ Ilh 1Il0~t ullclllplo\ II1Cnl bCllcfits Jnd
stlpcnd,) In thc 10llg term It Iluglll c\cn bc posslblc to CICJtC ..I systcm Jnalagous to thc
Pcn~lolI FUlld \\Jlh eJch \\olker cOlllllbuung J pCICCnlJge of hls/hcr 5.1IJI) to a genera! fund
dUllng CJch yeJr of clIlpJO}lllcnt whIch III thc CJSC of l.l} off v.ould be retulllll1g to hUll/her
III thc f01l1l of ullcmploymclll bencfits SCJlcd Ic(.oJdll1g to hl~/hcr fOI mCI S.JIJI)

GI\ClI thc CUIICllt polltl~JI Jnd cconOI1lI~ m~tJblll1\ III RU~~ll IJ1bC 'l..Ilc ChJ11I:C~ 111 the ~OC1JI

~ IfclI IIC! do not SCCIl1 hkcl\ 111 thc ~h011 tC11Il In fll.t III/:c sule ch.Jngc nllgJll not c\cn be
UCl.C~'Jl) In gcnclJI the ~UIICll1 ~o\.IJI ~fct~ nCI I' ..1licJd\ ~ohd mo,t \\eJkncsses could be
JIIc\nlcd If not clltlrcJ} ClnlllnJtcd b} mOlc JCll\lly 011 bchJlf of !hc un lOllS \\ho need to

I A\ of De~eJllbcr 199, Lhe om~l.ll exchnnge r.lte LO the US dollar I' 4690 rl.lb)e~ The n\ernge mOlllhh
,~11I' I~ npPloxllll.ltel\ 300 000 I\lbles a monLh

8
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reonentJte theu focus from 11Igh Icvcl lobbymg 10 "m IddJlJOIlJI conceSSIOIlS aud bcnefits
flOm I11JIlJgel11elll and govcI nl11cnt omclJI~ to thc Ic~~ glJl11orous tJsk of Jl11plementatmg and
lell1forcmg those fights and bcncfits thJt hJ\c JlrcJdy been won

9
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ANNEX]

SlJMMARY OF LEGAL ACTS (CHART)

AND THE LEGISLATIVE SYSTEM IN RUSSIA

10



• SUMMARY OF LEGAL ACTS
and the LEGISLATIVE SYSTEM In RUSSIA

*Order presented connotes authority of legal document
GCIICIJ] Pllm.lples legardlll8 the relatIonshIp between legal JCI~ Laws may not contradIct the
Consllluuon of RUSSlol or InternoltlOll.l1 TIColUCS NOll 1cl::1~IIUOIl \\ Ilh FOlcc of Law may nOI
COlllr:ldiCI Laws LocJI Act~ lI1ay 1101 contradIct Non-lcglslJuOll with FOlce of Law

•

I

II

Actmg Legislation

Non-LegislatIOn with Force of Law

•

Ads of fhe Pr-esldent kActs or the Go\'e~ltt
~

.... ,......,..... :f.-

ef the~ Foo.enlttoJl. Ji,v (Jt1~Ru. FedemUim- :>"...... .........Jv

{Dectee.S~Order.s. ~te~} / ~ -
~httums. Orders.-eft j --&"

.... YO.,.,» """

,-- --Acts of G11vernroellt DiPartmen~ ami Mtmstnes
k,

of the Russian FMeiation -"
(R£Solllfions. OrdefSt, ~tJOftSt Instructions)

If-- - -
I

Acts -of Regmnal}Loeal E~tctlti\'e' Bodle.s • '''''
"

.(Reoomtions, Orders~ C)arl~~UQJ9$ In~IlS1 etSJ _
~ -
I

~ .Local 4cls j
~ I ~

Statues I f ReguIaboos I ~. ~fell -J l~tlt& _I I ClJ}l~!.s , j

J J
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Al\lNEX 2

HIGHLIGH 1ED SOCIAL SAFEn' "lET PROVISIONS

CO"lTAI"IED IN VARIOUS LEGAL ACTS (TABLE)

12
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~lIll1el1\e (.ullncll (SC-) Ile~lIlllllln 99 S(. Ile~ '111 I ~(. Ile~ SI 12 I I,w I mplnvlIILllI (If lIu.. POpUIIlIll11 I '" ~,2U I

pro"hlno,
Ily 00 nOllll03"Oll 1111115'\ hy nIT ) rno nntltL In unum IIUI LL'J,t

111111 no',ee '0 LLS wllllfu un I lid ull wurke"
SUSp,'lS,on OrIDY off> Loe ,I (.0011011, uf PCOl,le \ Dqllllle, e III 'lISpellll

hy ulTs (If LLS n.quesl') fur
I 1110 If IInellll,loYlllelll rile 's J S"1 1 1110 ,I )
70< J 1110 If7 9"0 411\0 If9 110;. b lIIu,f >11'.
(II >11"0 CJII ,1'0 call lor Ily 00, lu he III slIbe,
~50 work.....'ended over ,n \ 1110 penod ~ 2(1)
over 10 1110 IIcnod > SOO OVe' 11 11\0 lenod \

n.duced boulS
forced vac3"on
Denefits
lemo uncl1\OIOynMII I lid by LL~

sev~mllce )JY aile mOlllh <lltrv
Db se.ln:h ReCe'Ye for 5 11\0' (eUlnls b ,"e salarv)
UIlt.mllloymcnl I '"l by LL~ If wurked >12wk' III pn.v 12 lIlonlhs b...u.nfils="&

uf b "'e "IJrv If nol hellLfil' = IIlll1lmUm salary
ULuLluCi for 11 mmuhs m ,).. III 18 1II0mh pcnud
(per >1wks for e 'oil vr worked 1'1\ll'LI~'1oll'gel

llenLfi" >10·0 for e 'eh ,kpellden'
n"'I1Lhl~ C lilt < t;;t1'u.lld ll.lLIVl.d tJunl\ll lnllUll.ll:

malel'\3l3SSlsl,nce I ",llw LL~

malenuly leove HU d,y, for nunn ,I hll1h 1)6 day,
d,mcnlt b'l1h I~U dw\ blllh of >I child

chlldcare Icnve
cartv nenslon I lid bv LU
rolmlldllll LL~ h"," nmerlln I ",I hy LL~ ~11\leI\(J while Irnlllll~ IhLn lInLlIllluymenl henefil'
SlI~nd I nd hy LL~ Sl,pelld - 1000<b ''Ie \ II ,rv (b') for <II, 'bled If

workt.lJ")'yr bl..ndit\ = 7)0(- of b~ Ollu.. IWICi.f,. ~LI

Ci.IUl.h.llt \lIpLmJ(wluth to Inl < 1II1l,.nnllloyml..111 bt.U)

SlIllelld t 11\ I > mill sat uy ur < ,vlor'g" 1\.81011 ,I
\1llrv IkllefilS > 10"0 for e leh d~ ""dell'

new ob nhCQmenl 11'\ In lH. III 10h\

0,10.1 social wort II 'llio 111111 l,. I ",I ,oe, ,I work w,lI hI. IIlll1lled
small buslncS$ 5000011 Ll ~ 10 I\t. InUl'
Klb o~olBS

nnonlY at cnlemnse
roloo1l1On 10 IleW job (.tllllpell' 111011 of ,II n.IOC'"011 C(,SIS If SU.I1Slunu 1II\lIlll n.g as
at &11SIle&IIOIl of the ulll..mplovLLI or h,d oil from NI P
Employll\l.01 SemI'<: wherL worked> JY,S \00·. enSiS pd

If I lid on frolll <1111. elllel)lOSe when.
WorkLd >Jy" 50"0 Cu," I'd OIlier
"tOan In COInt. from LuILnlll\t. fUlld~

11001S1lll!/daY care KeC\1 for III' 10 2 yr; ,nLr 11Y olf
pcnalltle$/l\Jl,lncllollS Apl'he, oilly Itl 1Il1S< IJY on M ,<\ I,y un, lie lu 'III II,fv 1m llelldllS w/hdd by LlS for 5. Jmo If Ind 01T due Law Ipphes 10 Iho~e 10 I II NOl1h "I<I

do,un. of elllcl)lO'e wi >15 workclS or I,y olT\ 5111111 tlU\IJlL'i\ 10 UWII 1lull refu« >2 Jobs Jhselll from '1"11 >I ,,"nal tr rL~IUll'i oilly
of >50 workelS III JO d IV per >100 III bO dlV IUdIL\ 11111\1 yr Iklldll' lilly he ~ 2)"0 If fld 10 al'p.,r whell
per >500 III 90 d 'y per or lay on of >I·. uf I r/LL~' c. Ilh.rJ In lLS fill In 111)1L If 11 Job 1II1LrvlLW ~e...t hv
\l)wn (wllh I ''''"UIIlIOn < ) OOill ll1 JO d 'Y Iler LLS wIlli J d IV' V,ul"lIlIt' hned 10 100000 nthle'

tllhc..r It un t)("I1Lltlih III cull 1U'fLLII1C'111 lOmml\'\IOIl L\ld HUlo1I11 C"tlt.Ou.. Il.nl I Ilk I In IlI..IILhl\

I LL \ - I", ,I LIIll'IuVllleOi ~elVlCC

') r/Ll~ a:: lIIulil n.gl~1u III 1I111.IlIplnyul "1111 (hI... 1m. II ull,lI. of I LilLI II I mplnvl1Illil \u"\ Itt. (wIIIIIII 1 wk\ Ilk. IIY on)
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( 11\1 II" '7} \~11 \( (H HHIIIIlIII Hll.ull.mJ1 \17 ( (\t.1II1111111 Ih\olullol1 ·111 C 0\1.1111111.111 DLcru I,H (,11\1 IlL~ 224 UO\lll1mllll ItlLIIIIllllll ~ 11

IlrU\I\wn,

1)1. un t101lhc1tU\11 (Jtl\l Cmnml\'iillll1l'\l din 11l\lIfl

LI11IlIIlVLI\ ~IYL nnl,nL,lulI'
~U~Plll.'i:IOn fll Ilv niT, ( 0\ I c...onHm\~lnn (. III \lI'ii.Jlt. uti

11\ nrr nr 11 IVI. II c101ll. 111 '!it 1,,""''\

n.duced lUlU" ( H\l <"OInJm~'\ulIl In \u1-u c;,1
\\ ,\, In < hp; w/mll < wnrkll"

rnrcu' V1.CaIUHl
llenellts
lel11P IIllel11,lo\ I11Lnl 10 d IV';, of Ot.ulfll4i. Arc. lX1llt\lnn of U bLllcfil~

"ie\(rmcc nV
loh 'c3R:h
unLl11plovmenl Ikl1Lnl' hUIII 1 mn ,ncr 11\ nff IIL~III 2 mn ,nLr I,v off (6 mo "

If workLd 12 wk' III ~n. v,nll' III I,r Nunhl ~I,v 1101<m'
12 mn 7 ... (lf h\4 1 mn nO 11\ MI\ 1.. 11 12 ""1 III I~ mo ~Lr

-1 mn .-ott. he;, " Inn IlL~ <elL ff IIhlul
If 1101 hll1lfll\=I11'li ~ 'Ill" In thLrnnll\1 1IL" (If rILLS'
for e1th dqll.lUtLnI (llill IInl h\) h.m.flt\ ]11 ,I I~ IILnl I uk.
M1' IllU 12 (\III uf 1\ mu( 2\\l~ "0, II Ilil l 1111 II IUlIl. 11111 II
fnr l.lch vr O\lr 1lll'llnlt 'LC) rnrcul n.lt t. UUlI1 IUlIt..

m,ten,l 1S"'.li.I'llCt.

m"tLnUII !L3ve L\ICndli. U1H,mllln\mc..1l1 bc..l1dil\ One tunc pregnancy benefil' -
ULIU.fil\ = In\ fur women hid SO'i> of m, One time benefit'
orr III 11 mn hdnn.. nffi<'111 U ul,on h.r1h nf ch,ld = lOX m~

M,lenulv lewe 112 mol = rns
c1uldc.,rL len"" All womtl1 fCeelVe henen,s unlll

clnld I' I 1/2 VI'S "enLfi" = m'
e,r1v penSlOlI Ll!> C'II 1\ l 2 vr lui\. 11..11\1011

relmlnllUl
sllllend
new lob Dl1cemenl
l>ald socIal work Cmt(umtn lltu\nllll\\t1ll
,mall bUSiness Sllnllon IUln 1flll lnlllll1li!

ob auOlas
ononlv at clllcmnso
",loc'lIon 10 new Job If I,e,t<tollcr IIlv,ltd
'I suggestiOn of fhe n.~ ,~ IIm..mplovul or
lmJlloymenl StfV'CI. /11<1 off,l NI P WhLR.

worked >3>1\ IllO'"
cO~I~ ~d If ~l'lc

LlIllrpnli.l. SO'" I'd
Olhu 50°" LIIIL mrlLLS

hOU"Illl, dw c're
pennl,lle.</reslnctlons 10 ll.eLIYL hLIILfil' mllsl 'ILL~ 10 rU;Clvt,. Ulie mploymenl lobe eh81ble for

Ilenefi" w/hLld bvLl S 'f I1v off bencfi" mll,1 n.8lsler wI LES elllrcpfCneunal
own f'lIll ll.fllll. >2Jol>< ,h«111 wUlon 2 wk' ,nLr l1y off Im,nll18 must be
from 'Inn > Ivr Ir < 16YrL or rcgO<len.d wI U:S
uronnlIl lIIY11,d C'III rILLS 's ,,".morove<!

OIlier S >2lln;. for UtLOIOhyI'lL 1< toOY! Lam to hLh' nYerLLt LlS$

1 U = IIllcll1plovmt.nr

.. hit; = h'C;:lc Iii Il1rv from 11 ...1 plll.L or unplnVmLI1(
\ m\ = Inll1lmlltn \1111'V
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111\11111\11111 I) 'iULlI\I~! I IY NI I "I(\)VI'iIUN'i CUNII\INI J) IN VI\IOUU'i Illil\l I\CI~ (In oroer 01 Ie 'II authority)
1~11"lln III I (O,ll III ulllll' P .. tlll ., Irl\uknllll)llIU 7)'\ '1(.l"l(h..'lIl1 I)UIlt. III 1.1. 1h.1I111 'll(1 l -1 I-

IlrU\I\llIn\

11\ tlllltfl!l(,IIIOI1 I \\ 1"'1I 1 111 lllh
In 11111011 't III IIlh...
I \ l'twI IIlln tm \\nTh") 2 1m

C,UC,l1l.lt'I;)OTl 111 II" nO\
ruluu.d hUll" Ikl1elig fOl 2 I> mn (1101 above m'l
forced Y1c1tllln

Ilenclil'
femil uncmlllnvment 'U d,., of l"ncli"
~t.Y 1"'I1iCC n IV Olll. monlh ,,111"'\
Job ,,,,,,ell I Of ,tarT reductlon\ b" for 2 mit

I ur clo~ure", h" fur 3 mu
llltemplovlnt.nl urnllil 1\1 l1\Vll1d 111d oIT III Ihc 12

mo before rILLS ~cl II "'-neli"
eau II 10 Ihe 1II1111111U1II "hlV

mllenal MSlstanel
lIlaleOlltv lenve If hid oIT III Ihe 12 1110 hefnre rl

II ~ oel rcolll,r 1IIlten1l1v h<lIelil
dllide 're Ie,,,, II Illd 011 "hlle 011 k,v"" n..cclve

l""elil' untl' eh,ld I< ) VI' old
Uellelils ",-.11I ) mo ,ncr hv oIT

elr1y pe'l,lon L '" gll old 1ge pe'l"OI1 2 vr l 111\
If 11rL,dv chulhh.. fnr wOlk 1l.11'ilnn

rclnlll,ng LI ... In nm.f rn.4.. 1""UIIl. Workers & .ngrnl 'huuld ,rrangc
RCRIOlllll ROvts ,hulIld fUlId

\llPend
lIew lob ul1cemlnl Ill" d fOlwc~ In'' 1Il111U",(~I\,I') Rw d Iur Wl (hv kOlt '"lU"""
Ill,d sodnl \\l"~ LL\ 10 IIT1tU!'l Ilull ~Ol f II work R\.2lonal 20vtS '\110111<1 fund

'null bustlless 'u ,lOort
loh lIuola,
IlOonlv ,1 enlcrpnw Whtll '''lilt- nfT \.\nrkl.'\ LIII1110ur If govl cnlcrpnlt.c ell d I1ld 01T

'hollid offlr Ihun I dillulitl loh II workel' g<1 IlOonly fur 7ll"h or new
Illl 'i lllll l nil Jl,nlli;l Jobs If they mlllh lOp bid

enlcmn,e will be <old 10 workers

"Iocal,on 10 new Job I rlll,port/lhllllllll~ com I'd $ fnr
" o;uggestlon or Ihe d 1\ lio III (nn.lioll bC\ for d tv\. mnvlU~

I mnlovmcnt ServIce III (I> rn,x I S for eleh dl lelldenl
hOIl\IOIl/dav e,,,,
PCltllitM/MlnellOlls ( III I1v oIT we olllv <lnong c10"'rc' If ",b'nll dllCUlnenl, wIlli 6 rno of

I
,nd 1II1IlO~ (q~vl') onlv wI Rlg ehglblllty receiVe benelit\ rrom dw of
Lllml1ll"'On fur M,lIor; lPIHOV,1 eligIbIlity
Jt'lih ~l.lI'ch h4..lltfil< l\1tl1lktl ,t If nol n:eelve bcnelils from dw when
dl<erehol1 of LlS If wor~er rl LI S doeumellis suhlnllled

olhcr LLS pl1Cl' wc III nlW Jol1l If Plld ollly Ir 1101 gLUIIl/! U bellefil,
Ihen. ICO no h:a..,1 <uccc~~or Amounl 10 be cSI d 'n work contnct

f "'(, .... rdu'\ In prt.glnlll \ Ul11ll1 wntllen \1,1111 c1l1ldrLl1l1mkr 1 (r ~1I1}.ll 1l1Othu~ \\1111 cluldrlll Umllr 1-1 or Iflv1hd clllldrLn lImllr It.
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nllJIILllJnJ l!./J ;:)ULIAL ;:)AIl!.J Y Nt-I I'HUVI:SIUN:S LUNTAINt-1J IN VAHIUU;::' Lt.uAL ALI;::' (In oroer 01 Ie 1!1I1 lIulhorny)
Mlluslry of labor Resolution 21 hdeml Employm.nt SelVlc. federal I:mploymenl S.... 'c. Federal Employm.nt SeIVIC. r .de",1 I:.mploymenl S.IVIC<

Order tJ/53i777I1b 13 Ord.r 78 Order N822 Re.ulallom 44
proVlSloDs
lav ofT nollrlCatlOn
slJsnens!on or lav olTs
,c<!uced hOUll
furced vacation Max 4 mo of benefilS In 12 mo

penod B.nefilS = ros (bul llS
may SCI up I.mporary JObs and raISe
pavmenlS 10 3X rosl

U....lils:
t.mn uncmplovmetU
scveJlllICe pov
lob t>C3lCll
unemploynumL Monthlv benefilS mav nol < InS
malena! 3$$\$1;Jl)Ce 6 mo of benefits 10 those who have

exceed.d tIme 11mII on U benefits
12 rna of benefits to depend.nts of
Ih. U I mo of benefits to women
on matenmy leave I mo of benefits
for dealh of un.mployed or hIS
dependenl Benefit. can I > fIlS

mat.mlv leJM::
c1uJdcarc kave
••rlv DellSlon
retrallllJ1g 6 mo I y' of tralrunl!

lES pre arranges JOb for whe..
fnush lES pays all com

stmend LES pavs stipend
new lOb ulacemenl
oald soow wode
smalJ bll$1= SUnDOtl
Job quotas % of JObS held for wc women wi

under school age cluldren women
wi >2 chddren those unemployed
for over I yr pre pensioners and
Inval,ds (at least 5%i

nrlonIY at onlemmc
relOllatlOn 10 pew JOb
aI 5UggmtOn or the
Employment Servace
houslllll/4av ..~
penaltlles/mtnctloll$ LES and local Cou'lCd of People s Must b<. reslSlered wi L[S as NO benefits ,f dldn t regISter wi Benefits paid Only 10 wortelS Sldl

Deputies must approve lay olTs of unemployed LES wllll 12 mO of uncmploymenl on suer who are nolan pension
pcrsons lured to fill quotas Those StlU on benefits get pnonly unwillll1S tn accepl wort or UlCOme and scnt on (orced vacation blc of

oer household member> 2X InS a,"umenl belWeen lES and mgmt
olher Have 3 rna to fiU ouolas Ref!lonal coeffiCients added
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Coal IndusllY Tanrr Agreemenl (PRUP) NPG Tanrr Agreemenl Sakhalin NPG Tanrr Agrumem

provbloDS

lay orr JlOtlflCalJOn To umon 3 mo To umon I year 10 umon I year
To LJ:S 3 mo 10 US I year To LLS I year

10 wol1<er I vear To wol1<er I vear
i tu<neJlslOn of Jail om

rcduc.ed hOIlr.! Musl allemnl 10 < IllS w oul < nllmber of workers Musl allemnl 10 <Ius w oul < number of wo,kers
foll:Cd VlIcalinn
n....ftls
~mo uncmnJoYmenl
SCVCllnct nav
lob search ) rna (ellllal to bs 6 rna In U,e !"ar North

~awI\lVment 12 mo of benefits 75% ofbs filSl ) rna 60% of bs nLxl
, 4mo 45%ofbs thelUner
, Benefits may not < fIlS, Benefits mav nol exceed 24 mo In 36 mo nenod

malctlal assIstanco
matCltlllIY leave
dlll¢are \eave
cadv 1lCIIS1OU 2 vear earlv ne'IS,on leave 2 vear earlv Dens,on leave
lIIll11U1!nIl. Relram",. nald for bv emnlover Relrallul\Il oa,d for bv emnlover
dmcnd 5'IOend dunn. relrallun. coual 10 bs SllDCnd dunnR relramUUI conal 10 bs
\lOW Jllb p1ac<rolCm [mployer musl asslSl ," fUldll1g a now JOb Lmployer 10 asslSl In findll1g new JOb Employer 10 assISt 1Il fUldlng new JOb

Musl ofTer 10 lransfer workers to another local mille and Musl orrer 10 transfer wol1<elS 10 another local mme and
nav all relocallon costs Dav aU relocat,on costs

nald sotlal work
IInalJ bttol..... SUPllOtt

lOb ll1lOI8lI
pnomv al entel'DOSl!
1d.00000Ioll to new JOb Employer 10 pay SO% of relocallon costs IIlClud,ng travel Employer 10 pay SO% of relocallon costs InCluding lIavel

1\ ,~::~:lOn of 1110 and ShIpping (up 10 S IOns) costs and s1uPPlng (up 10 S tons) GOSlS
Em en! SclVice
bOusl""Jdl\'11 ctIe Keen for lin 10 2 vears aner lav orr Ke.n for uo to 2'ealS aner lay orr Keep for uo to 2 vealS aner lav ofT

ntlMll/C$/mttnet lIn\

oll\ef In case of up comlllll lay orrs employer may nol I1:<:nlll In case of lip coming lay orrs may not I1:<:fUll /ICW In case of up coming lay olTs may not I1:<:nut /ICW

, , new won:elS DufUlg closures hquu13l1on comm,tle will be workelS workelS

, elUled DufUlg product,on sioppage musl rind another JOb for DunJlll productIon stoppage mllSl rind another JOb for
Dllnng production sloppag. must nnd anolher JOb ror wol1<er 10 do al same enlerpnse (won:er keeps same bs) wollter 10 do al same enterpnsc (worker keeps s.ame bs)
worker 10 do at same elllemnse ~Iworker kcens same bSI
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LIST OF LEGAL., DOCUMENTS PERTAINING TO SOCIAL SAFETY NET ISSUES

I Legal Acts (rn chronologzcal order)

Russian Labor Code Suprcmc Council of thc RU'iSIIJI FcdcrJtJon Dccembel 9 1971

Law "Employment of the Population In the RUSSian Federation" Supreme Counctl of the Russl.ln
FcdclJtJon Apltl 19 1991 "nh .Il11endmCllIS .wd Jddnlon~ on July 15 1992 Dcccmbcl 24 1993
.Ind J.lnu.m 27 1995

Decree No 554 H M:wd:Jtol} /I. ~" Job P1accJl1CJJl for CCJ1.JlJJ c.Jlcgoncs of Wor.{ers DUflJlg thc
Closure ofall Emerpnsc Instltutlon or OrgamzatlOll PresIdent of tlle RUSSian Federation June 5
1992

ResolutIOn No 21 HTc111por.m Regul.1t1oll<; all Job QIIOf.1' 1fI EIl(etpl1<;cs IIlStlt!ltlOII~ alld
Org.llloatlolls for Persol/\ III /1.< L d ofSOCI.11 PIO(~L tlOIl MIIII~tr\ of wbor June II 1992 \\ nh
.Ill1cndll1elllS from Octobcr 7 1'.193

Decree No 723 H Measures ofSoclal Suppon ofCltOClIS "'710 Have Lest TlJclf Jobs and iJlcoJl1e ;Jlld
Who Ale Reglstcled A<; Ullc111""1I~d Prc~ldent of thc RU<"~lln Feder-Iuon Jul} 2 1992

Order No 13/53/777/26-13 H, '-111 wO/J<; 011 (hc 01l.111171f10/J or PIoIL \<;1011.11 TrJ/11lJI;;: R.1/~1II1:> or
QIIJltfiC.1t101l\ .1l1d TrJIIIIII_ '01 !-lId OfT HOI.{~I\ J/Jd (fJ. lllLlllplolLd Fedel.ll El11plo}mcllI
ScJ'''~C Jul} 22 1992

Resolutions No 572 840 and 86 COlllpell<;:)(IOII rOI E,pc/J\c<; COllllcaed w]{h LeavlJJg tile F.11
/\onfJ ;Jlld SlIl11lal Reglolls Go\crnll1clI! of thc RU~~11I1 Fcdcrttlon August 11 1992 ..lIId No\cmbcl
2 1992 Plocedl1le~ fOI Comp, /JSJtlOII ofExpellse~ RclJtLd (0 LCJI11lg tile F.11 /1.01111 alld S1l111bl
Reglolls GO\Clnl11Cnl of thc RlI~~I.ln FcdeJ.luon No\cll1bcl 10 1992

Decree No 1335 Addl(IOIl;J1 /1/, J\I1ICS 011 SOCIal PIO(C' (J01l orPIegll..JI1f Womell .Illd WomclI IIUIl

Clll1dlell Ullder Dlree } C;J/5 LI d off111 COlJ1leC(lOII llull thL ClosUie of</IJ EllfelpllSc MS(lflItlO/J
or Olg.1110:WOII Plesldcnt of th~ RUSSian Fcdcr.ltJon l\o\clllbcl 5 1992

Regulation No 877 Reglsl1J(lo/J Plocedl1les fOI U/JClIJpIOlCd O(OCI/\ Jlld COlldllJolIs for (llc
Pal1flC]/( of UlleJl1plol11JcJJl Bellcfits Govcrnmcnt of Ihc RU~~11Il Fcdcr.lllOIl l\o\cmbcl 17 1992

Regulatlon No 99 Olga/J1Zalloll ofJob<; (0 AssI<;t 111 ElIIl'lollIICIII DUllI/:; M.1ss ulofis No 99
Suplcmc Counctl of thc Rus~J III Fcdcl.ltlon FcbruJr\ 5 1993

La\\ No 4520 1 Govclllme/l( GUJr.Jllfee<; alld COlllpellSJflolI rOI Il1dl'ldu;J/~ WOlwlg .1l1d L/~lI1g 11/

Iflc FJI /\01111 .1l1d Suml i1 RCblOIlS Plc~ldcJl1 of thc RU~~111l Fcdcl.ltJOII Febru.lTY) 9 1993

Decree No 47] Add1fJolwl Mcasulc~ ror tfle PloteC(IOII orC1fJzells LabOI RJgh(s PJesldelH of thc
Ruw.l11 Fcdcl.lllOII AplJl 21 1993

Regulation No 5]3] 1 Estab!J<;hme]]{ ofthe Fedcr.Jl GOlerJJmC]]{ Emplovmem SeTHce of(fie
Rumall Feder3f1on Suplemc COUIICtl of the RUSSJ.l1I Fcdcr-llIol1 June 8 1993

Order No 78 PIOVISIOII ofMJlerJ;Jl ASSlstallcc to thc Unemploved alld 17leu Depellde11ls FedcrJI
EmplO\ mcnl ServIce June 1h 1993

RegulalJon No 5132 1 £stJb!J~hmc11I of(he GoverJ1I11C11I Emplovmc11l Fund of(fie RU'~/JII

FcdclJflOl1 Supremc Coullcll of the RUSSJ..I1l FedcrJtloli July II 1993

ResolutIOn No 432 MeJ<;u/c\ to GU.1I':l11lCe EmplovmclIt ofthc Populafloll 111 (he Eve]/{ ofJ Ubol
/l.1J/Ad O/S" lJ} DJil"cJc]]{ Reglolls of thc RUSSlalJ Fedel;Jtloll Go\ernmcllt of the RUSSI.l11
Fcdcl.l1l0n MJ} 3 1994
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Decree No 647 "A!lu:ndmenrs /lIId AddmOilS to tile PlOccdun:s for Awardll1g /1l1d PaVll1g
UnemploymelJt Benefits GO\Crllmellt of the RUSSI.l1l Fcdcr.ltloll June 5 1994

Order No P-4-8-22 "EsCJlbhshment ofMmunum Unemployment Bellefits and Sf/pend for rhe
Penod ofProfessional Trou1Jng under tile DL«CtlOII o( the EmplovmelJt Service Federal
Employment SeIVlce July 6 1994

Regulation No 44 "Procedures alJd CondJlJons for COmpelJS:Jtloll of WorkelS J.li170 Have Been SelJt
on Forced VaC3tloll Without P.J} JJI COIIIICClJOll I4ltil til' !\c,cs:>.Jrv TempoJ:llv WOlh Stoppage of.III
El1Cerpnse No 44 Fcdcr.ll Employmcnt Scn ICC M.lleh 6 1995

Resolution No 224 "OrgiJJlJZ.J1JOll ofEJ1Cn:pn:lJcunaJ 7iJJJIUJg for tilC Ullemployed Government of
the RUSSIan Federation March 7 1995

RegulatIon No 833 PIOccd/l/t, (01 A"JldJII}, .Jlld P 1\ III' /If ,,( (lOI Cllllllel1C BClIcfits to CltlzellS 141111
Children Go\efJImcnt of thc Ru~"..111 Fcder.ltloll Septemhcr 4 1995

/1 ReDealedllnvalldated Legal Acts (In chronologIcal order)

Order No 74 "Procedun:s (OJ E\pcndmm: ofFund\ 011 nll.JlIcJ.J1 AssJsr:llIce to EmplollllelS for the
Cre3lJOn ofNe..... Jobs Fcdel II Emplo}lllcllt SCI"\Iec Junc 10 1992

ResolutIon No 21e "TempoJ JJ1 IJl'itnJctlolls 011 Pro, CdIlU' (VI thc C.Jlcu1:won of UncJllplo~m,J1{
Benefits MUlIst!)' of wbor J\II1C 11 1992

ClarificatIOn No 5 MlJ/1IJ1U1II UlICmplOllncl1C BClIcfih MUlI~lJ) of wbol Jul} b 1992

Order No 67 Compell!>:JIJOll '01 HOlhcr, ofEmclpm" lil\lI/lIClOll, .JlId OI"alllza{JolI, (hat alc
FOJcll1l! WOJhelS (0 Le" 771.111 I FilII WOIA D.J~ 01 B'l/A U,c.{ Fcdcl..ll Emplo}lllel1l Sen ICC 1I,1..l~

26 1993

Regulation No 95 MCompClI'>.J(/I'1I (OJ WOJhCIJ ofElm I]JlN' lll,f/I/If/vns and OJgJIJLZ3C10Ib Scm
OJI FOlccd V.Jc3tJOn Vmllour P II FcdcI.l1 Emplo} mCI1l Scn I(.C August 10 1993

III Federal Labor Agreements

Tariff Agreement of 1995 slgncd b} thc RUSSI..lII Indcpendcnt Union of CO.lI WOlkcrs thc MJlJlstl)
of Fuel and Ellergy and the MIJlI~tl) of wbol of thc RU~~ll11 Feder.llJolI
ConfilJlled b} the GO\ellllllcnt of thc Russl.ln Fcdcnllon on J.lnu.ll) 14 199;,

NPG Tartff Agreement of 1993 SIgned by the NPG of thc RU~<;J III Fedcl.llJon the MlIllSlJ) of Fucl
and Energ} Jnd thc MlIllstl'} of wbor of thc Ru~" III Fcdcr.llJon
Adopted on M..lleh 5 1993 \\I[h .lJl1cndJl1cnt~ .llld JddltIOIl~ on Api'll 29 199-1

IV RegIonal Labor Agreements

SakhalIn Collective Agreement of 1995 slgncd b} thc eOJI sloek eomp..ln} SJkhallJlugol and thc
S.lkh..lllll bl.llleh of the 1'1 PG
Adopted 011 M.lreh 23 199;,
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ANNEX 4

RUSSIA"I TEXT OF LEGAL DOCUMENTS WITH

HIGHLIGHTED DOCUMENT DESCRIPTIONS IN ENGLISH
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• TItle

Author

Date

Topic

Document DescriptIOn

Russl.ln wbor Code

Hlgher Court of the RussIan FederalJon

Dccember 9 1971 with alllcndments .lnd J.ddluons

ArtIcles 92 98 102 103 104 116 170 Ill3 Jnd 193

•

•

Summary TIIC st:lIcd artlclcs relate to wage paymcnt prOl.cdurcs III C.lSCS \\ herc co.l1 extl.lCIlOIl
st.lnd.lrds h.lvc not bccn met (Artlclc 92) de.ldhncs for scttlclllCIll of workcl J.ccounts durmg IJy 01T~

(Article 9S) l.lbor stJ.nd.lrds (Artlclc 102) thc IIItroductloll rcpllcemclll .Ind reVISion of I.lbor
standards (ArtIcles 103 Jnd 104) guaralllecs and compcn'Utloll". for busmess tnps .Ind Job tr.ln~fcr<;

(ArtIcle 116) guarantccs for hmng and laymg off of plCglll1ll \\omcn .Ind womcn with clllldren
(ArtIcle 170) restl1ctJons for 1.I}llIg offworkers youllgcr thJ.n III }C.lrs of .Igc (Article IS3) IlIm\<; for
usmg hIgh <;chool and techmcdl school students for ovel1unc \\olk (ArtIcle 193)

MaIO provIsions on worker guarantees

PlcgnJ.nl \\omcn J.lld women \\Ith cluldrclI undcr thrcc ye.lrs of .lge {OJ slJlgle mothcrs
\\ Jth clthcr chlldrclI undel 14 or IIIvahd c]lIldlcn uudcr 16} IllJ.y onl} be laId-off dUlJng
thc cOlllplctc c10SUIC of .In elllerpnsc Thc .Idnlllll~tr1l1onof the entcrpJ1se must fllld thc
\\olkcr<; UC\\ Jobs J.ud thc} \\111 Ict.lm thclI bJ~IC c;.I1lr. (fol .I 1ll.l>'IIllUIll of 3 Illolllh~)

dUllIlg thc Job sC.lrch pcnod

WOI kers ulldcl IS }C Irs of .lge Ill.ly onl} bc IJld off \\ IIh thc pelmlSSJOn of the ReglonJI
COlllllllsslon for Mlllors Ne\\ Jobs for thclll mu<;\ bc found

All accoulltS must bc settled wJlh workers 011 thc dJ} of ]J} off

WOlkers who are sull clllollcd III lugh school Illl} 1I0t bc u~ed for 0\el1lme \\olk

WOIkers bemg transfelfed to .I Job 1Il a dlffclClll JICJ. \\111 leCCI\C one !line benefil<; fOI
thcmselves .llld e.lch member of theIr fJ.lIl1l} pCI dCUll bCllcfit~ fOJ e.lch dol} III tr.lnspol1
.llld theu regular SJ.IJf} fOI d.lYs (Up to .I IllJXmlUII1 of 6) spcnt pJclung or setthng m to J
ncw hOll1e TI.lnSpOl1.lti01l alld sluppmg co<;t<; fOI thclllschcs .1I1d membcrs of theu f.lll1li1
\\ III .Ilso bc cOlllpellSJ.tcd

Commentary Thc PlCSCIll wbol Codc \\.1<; apPlo\cd 011 DCLclllbcr 9 1971.1<; thc wbOl Codc of
thc RU';<;IJn SO\ICt SOClJIJSt Rcpubllc A1lhough thc blOJdCI B l<;IC Wbol Lcglsl.ltJolI of the USSR
Jnd Jcpubllc<; (pJ<;scd 1JI 1970) 011 \\llIcl1 the RUSSI.lI1 LJl>OI Codc \\.IS bJsed bcc.llllc 1Jl\.Ihd \\Ilh lhc
blCJhUp of thc USSR thc RUSSIJll wbol Code IS stIli 111 effccl It hJ<; ho\\c\cl ulldclgolle 111.111\
Jlllclldmcl1ts .llld .IddlllOns
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• lltle

-\ulhor

Date

lOP1C

Summary

Document DescrlplJon

Russian Labor Code

Supreme Council of thc Russian Fcdcr.1tloll

December 9 1971 with amendments .1nd additions

Artlcles 40 1 40-2 40-3

1lle Articles of the Russl.1n wbor Codc Icl.ltc to cmplo}ment gU.lC".lI11ees
estabbs1l1ng bencfits for workers l.ud oIT III connectlon wnh the closmg of ..Ill
enterpnse

•

•

1\1 am proVIsions on worker guarantees

Workers are to reCCI\e pcrsollJ.1 \\ rJttcll 1l01lficJ.tlOll of an upcollung lay-off no I.lter tll.ln
two months m advJ.nce

• Employers are to plovlde thc .1pproprlJ.tc unlOIl officc with mfOIl11.1t101l J.bout a potcnll.ll
mass lay-oIT no latci than three months III ad\ J.ncc

Elllployers .lIC to plo\ldc thc JOC.lJ cmplo~lllcnt ~Cf\ICC IIIforlll.ltlOJl .1bout the UpcOllllllg
l.1y oIT of C.1ch wOlkcl spcClf}lIlg lus/hcr PIOfcs~lon specI.1lty quJ.!lfic.1llons .1nd S.l!.1I)
level no less than two months III .1d\.1ncc

When I.1YlJlg-oITwolkers due to st.1IT rcductlon~ employers should oITer the \\orkers
another posllion III the S.lIllC cJltcl1m~c

If .... olkers are beIll), lJ.ld oIT due to staIT reductions they sh.11J recel\e
sevcr.1l1ce p 1\ cqual to onc mOllth ~ 5.11.11)

• bdslc salal) (fol up to 2 Illonths) dUIIIIl, nc\\ job se.1rch
baSIC salary dunng entlle job sCJ.lch pCllod (I e even If >2 months) at the
discretion of the Employmcnt SCJ"\ICC .1l1d onI} If the worker reglsteled ..It the
Employment Selvlcc \\ ItluJl 2 \\cck~ .1ncr 1.1~ oIT

If workers ale belllg laid-off due to reorganization or closure of ..In enterp"sc thc} 511..111
receIve

b.1S1C salary fOJ up to thlce month,

1lle Employment Selvlce sh.11J plo\ldc
protection frolll unfounded dlsnm<;.J],
flee trallllng 01 lell'<1llllng for 1.1ld off \\ 01 kcrs
cOlllpenS.ltlon of reloc.1tlon cost~ fOI \\olkcl's 1ll0vlllg to .1 ne.... job ..It the
suggestion of the Emplo} IllClll Scn I~C

p.1ld socI.11 wOlk 0PPOI1UIlItIC, to I.lld ocr \\olkers

Commentary The st.lted benefits .1pply to ..Ill C.1tCgOIIC~ of \\orkers laid-ofT III connectlon \\ Ith
the closure of .In entel'pllsc
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Title

Author

Topic

Date

Document Descnptlon

L:iw .. Employmcnt of the Populallon 111 the Russian Federation

Supremc Coun~Jl of the RussI.ln Fedemtlon

11l1s legal .lct c~t.lbllshes the basIc principles of government policy for gU.lI.lllleclIl!:
l.lbor rights of Clllzens perlllolnently resldll1g III Russia

ApJlI 19 1991 \\ Jlh .1lllcndll1ents and .lddlllOns from July 15 1992 Dccembel 24
1993 and Janu.lry 27 1995

•

•

Summary Thc dO~lIl11ent lel,ul.lleS the nghl~ of Ru...~I.ln Fcdemuon CJllZens 111 the area of
cll1plO)menl the jllfl~dl~tlon 01 lhe !:ovefJImenl emplO)lI1elll ~ef\lce socl.ll guar.llllee~ .lnd
compen'\.ltlon fOI lJld-olT \\olh rS Jnd control Jnd rc~POnSlblllt} for vlolJlJon of the stJtcd 1.1\1

Mam provIsIons for worker guarantees

TIle go\ernment gu IrJnlceS
free 1J.llllllllo .1lId retr.lll1mg of workers

• compen'\.ltlon for expen~es relJted to \olunlJry re)ocJuon to Jnothcl job
sug!:e~tcd h\ the Employmcnt Service

• pos~lble p.lrd soc loll work fOl unemployed workers
thc fight of J ud-olT workers to usc dJy CJre f.lclhues for their clll.ldlCIl Jnd
m.llllt.lll1 thell pl.lce on hOUSlIlg wallll1g lists for two years
unelllplo) lIlent benefits .lnd J stIpend dunng tr.lllllllg

Unemployment benefits \\ iii equ.ll .1 perccnllge of the workcl ~ SolI.1I) .lt thell I.1SI plJce of
cmpJo\Jnenl If thc \\<1Ikel \lolkcd mOlc th.1n 12 \lceks III the \e.n befole officl.ll
uncmplo\lI1cnt FOI III olhers bcncfil~ v. III cqu II the mlllllllum nJllon.11 s.lIJI)

Bellefil~ JIC JllcleJscd bv 10% fOl c.lch v.orkel s dependent
uncmplo\ lIle III benefits c.1nnol bc p.lld for mOle th.ln 12 months III .l IS 1Il01lih
penod
The benefil pCrlod IS e>.tended by 2 v.eck~ for e.1ch )e.lr v.orked beyond pell~loll

Jge

SlJpends fOI v.OIke~ \\lIh more thJlI one ye.ll \\olk c>.pellence \\111 equJI 750;; of lhc
b.lslC SolI.1I) .It lhe 1.l~1 pl.1ce of employment Ho\\c\cl stipends m.1) not be lo\\cr th.ln
thc mll1ll1lUm Soll.ll) 01 higher th.ln thc ICglOlI.lI JvelJge Soll.ll)

WoJl..crs ..... nh Icss IhJn one yCJI wOlk c>,pcrlence v.1l1 leCel\e .1 sllpcnd equ..lJ 10
Ihc legulal studcnt stIpend Ho\\c\cr thiS stipend C.lnnot be less th.ln v.h.1t thc
\\OIkcl would recclve as uncmploymcnt bcncfits
WOlkcrs \\ ho .lrc 111 rctr.lllllllg duc to .1 \\ork lel.1ted .lCCldellt th.lt Icndelcd thcm
un.lblc to pClfoll1l Ihell old plofc~SIOll \\111 ICCel\e .1 sllpend equJI to JOOCf; of
Ihell bJ~IC S.lIJr\ Howevcl tlll~ sllpend C.lnnot be lowel thJn the mllllJlllllll
S.1I.lI) 01 11Ighei th.ln the .1\er.lge ~I.lI) for thc regIon
Stlpend~ .lIe 1Il~leJsed b} 10% for e.leh workel s dependent
Aftel lCtl.llJlJllg \\orkers .1rc eligIble fOJ unemployment benefits These benefit>
c.1nno[ be lo\\el thJn the stipend p.1ld dUfing theIr retraullng

Bcncfit P..l\ ll1ent~ III 1\ be t.lJ...eJl J\\JV (fOI .1 1l1.l>.llnUI11 of three months) ..ll Ihe dl~~lelloll

o( lllc Emplo) ll1ent Scn I~e If
\\olkel refu~e~ 1110le th.ln 2 jobs olTcled b} lhe ElIlplo)ment Senlce
\\olkel \\.lS Iud off due 10 dl~clphn.ll) JClJon
\\olk~, \\.l~ .1b~cnl from pJ.lce of officl.1l resIdence fOi mOle than one )eJI \\ IIhoUI
lIlfoll1llJlg Illc Employment ServIcc -

Benefit~ ml\ be reduced by 25% .11 Ihe deCISion of Ihe Emplo} me III Sen Ice If
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'Yorker falls 10 appear al Ihe EmploYll1clll SCIVlce to receive IIlfOmlaUon about
Job opportulIIlIes
worker f.llls to appeJr fOI J Job IIIICIVICV. v.ltlull 3 dJ}s after lIollficauon b}' the
Employmcnt ServIce

TIle peflod for whJch benefils .lIe revoked or rcduccd v.1I1 be cOllsldered part of the
general benefits peflod

Employcrs who vlolJte JII> pJI1 of tillS .lct wlll bc filled III the alllount of 10 mllllmum
SJlanes

•

•

Commentary TI1C stJtcd IJv. Jpphcs to JlI v.olkcl> IJ1 Ihc RU"-~llJl FcdcrJtloll v.ho .lIe reglsleled .1'

ullcmpJo}cd mcludlllg workcr, IJ1 Ihc COJI IIldUSlf} Follo\\ IIlb thc RUSS/JII wbor Code tlus IS thc
olde'lt piece of active leglslauon (.lnd onl} IJv.) wluch olltllllC~ IJ1 dctJII \\orkers fights and
rcsponslblllue~ III the event of ullemployment

For the fil,>t WIlC III RU~~IJll LCblslJlIOII Ihc JbOvCmClllloncd lc!:JI Jct defines cmploymellt M JCII\ 11\
ICIJICd 10 <,Ju~f.lctJon of pcrsollll .lnd sOCIJI nccds \\hlch doc~ nOI contrJdlct the I.1WS of RusSI.l .lnd
J~ .l nJlc 1'1 0\ Idc~ IIIcomc

TIle 1.1\\ provides dcfillllJOIIS of JppropllJtc .1I1d lIIapprOplIJtc v.ork APPloplJolte wOlk IS \\ork v.IHch
complies v. Ilh pJOfessloll.11 filncss IIIcludlllg pJOfesslon.11 trJIIIIJ1!: PIC\ 10U~ v.olk heJlth fitlless .ll1d
dlstJnce from Jesldence InapPlopllatc v.olk IS v.ork v.IHch I~ J~~OClollcd v. Ilh leloc.1l1on (If ..In
unemployed pcrsoll hol~ no desnc 10 leloc.1le) 1'001 V.Olklllb condllions v.IHch do not cOllespond 10
safel> legulJlIOnS .1nd a Jowel ~ 11.11) thJn the avcrJgc <,JI.lI) Ihc ullcmplo>ed pcrsoll had .11 thc
ple\ 10US employmeJ1l

For thc firsl tlllle III RUSSIJ thl' l.lv. IIlcludcs a dcfinJllon of Ihc m.1lll gUldcllnes of the govelnll1cnl
pollc} 011 employmenl

PIO\ 1~lon of equJI oppOJ1unJlles fOI .111 CJllZen~ \\ ho IC~ldc In RU'~I.1

~upport fOI buslII;;:~ olctn JIles of thc popul.lllon
plo\ldc flee cholcc ofJob or busllless JcuvJlJes
Lomblll.1llOn of IIIdcpendcnl cmploymcnl Jnd cooldlll Jlcd centlJllZCd JSSJSlolnCe III resoh 1111,
cmplo} IIlcnl problems
pIOm01l0n of llCV. Jobs (fil'il of .111 fOI soclJII} \ ulncllblc !:IOllP~ of peoplc)
JIIICIII.1lIOIJ.11 COOpCIJUOII m lesohlllg elllplo}mCIII 1~~lIC~

Thc 1.1\\ SlollCS thJI Ihc Fcderal Emplo}mclll Fund Jlld FcdclJI Emplo}mCnl Ser\lce should be
clcJlcd olnd dClermllles bJslc gUidelines for the olctl\JlIC~ of thc~c olgJnlZ:lllOnS olS well dS soulces of
fin.lnLmg
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• Title

Author

Date

Topic

Summary

Document Description

Decree No 554 ~Mandatory New Job Placement for Certam Categones of
Workers Dunng the Closurc of an Enterprise InSlltutlon or OrganIZation

President of the RussIJn Federation

June 5, 1992

Pomt 1

Document awards guarantees to CCrt.l1ll C.ltcgoflcs of workers I.ud-off dunng the
closure of an enteIPnse

•

•

Mam proVIsions on worker guarantees

• DUring tlle closure of an cntcrprlsc the follo\\ IIIg e.ltcgofle~ of workers must be found
new employment b) thc ellleJ1.lflse s leg.ll sueccssor

• pregnant women
• women wnh elll.ldrcn undcr 3 YC.lrs of .lgc .lnd
• smgle mothcrs with elllJdlcn under 14 or 1Il\.lhd elllldren under .16

• TIle legal successor \\ ul In tIll'; L.lSe be the leg.ll .lnd physledl entity to wholll the plopcn)
fin.lnclal and othcr .lS>C1S of the c10~1Il!: cnlcrpll~c " .l~.lldcd

• In the absence of.l leg.ll successor thc Fedcr.ll Emplo> Illent ServIce III J.ccold.lnce \\ Jlh
J.ctJJJg legIslature ~Ill plo\!dc the ncccsS.ll) .!~~!~t.lncc III loc.ltmg J.nd J.rrJ.ngmg SUJI.lble
new Jobs

Commentary Although the DCLlee states tl1.1t thc Ieg.!1 ~uCCC~~O! of J. closmg enterplIse must find
new work for the above-mentioned C.llegollcs of ~OI"ers onc should note th.lt these ~olke~ .llso f.!11
under the protection of tlle folJo~mil addmol1.11 Icg.!1 .lcts

Resolution 21 "Temporary IJlStroClJOJ1S on Ploccd/IICS fOI thc CJlcukwOJ1 of UJ1elllploYllIeJ1t
BeJ1efits MllllStry of Labor Junc II 1992 st.ltcs th JI I CCl1.lm numbcI of posJlJons must bc hcld fOI
C.lch of the above categones of wOlker~ Clllplo)cl,<; mll~l JCLCI\C thc PCIIIlI~Slon of the EmpJO)IllCIlI
SCI"\lce .lnd thc 10CJ.1 CouncIl of Pcople s Dcplltlc~ III oldel to thcm 1.1) off

Qldc! No 78 PIOVISIOl1 ofM:JtenJl A,\lstJI/CC to thc UII< II1plOICd Jlld Tllelf Depcndcl1ts Fcdcl.1l
ElIlplo)lllem Selvlce June 18 1993 pro\ldcs bcncfil~ fOI unclllplo)cd plcgnJ.nt womcn 01 ~OJllcn

\\ Jlh undel school .lge chIldren

Rcsolutlon 833 Procedures for A ":Jldme Jl1d P:JIIIIW( ofGove/JlJ{}ellt BCIJefits to CJtJzeJ1s IIIt!J
Cluldrcl1 Go\elnmeJll of the RUSSJ.lIl FcdcJ.1llon Scptclllbcl 4 1995 .l~.llds .Ill women benefit~
(cqual to the mJllIIllUm wdge) until thclr cllJldlcn IC.1th I 1/2 ye.lrs of .Ige J.nd

PlcsldentlJ.1 Decree 1335 AddluOl1Jl Me:ls/Ilcs 011 50<1.11 P,OtccUOI1 ofPICgl1:JI]{ WomeJ1 :Jl1d !NOllie II

IIltl1 Cluldrell UJ1der Three Yean- ofAgc L:lId 0[[1/1 COlll1CCtlOI1 ""ltl1 tl1e Clo,ure of:111 EIltCIP'N
II1S{J(IItIOII or,Orgamzauol1 Plesldclll of thc RU~<;IJIl Fedcl.lllOn No\cll1be! 5 J992 .l~.lld .111
women lald off lJ1 connectloll WIth the clOSUIC 01 Icolg.1n1ZJ.tloll of .In Clllcrp"sc bencfits unlll [he
chud re.lchcs 3 years of age
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Resolution No 21 "Temporal)' Regul.ilIons on Job Quotas III Enterpnses
Institutions and Orgall1zatlons for PeMlls 111 Necd of SOCial Protec!Jon

Muustl)' of L:Jbor of thc Russlall Fcdcr.Jllon

June II 1992 \\Itll ..uJ1cndmcnts from Octobcr 7 1993

TopiC Sections GCllcr.l1 PrO\ISIOIl~ 2 COlldltlon~ .lnd Procedures for Job Quot.Js

•

•

Summary The document contams legal acts whIch call for enterpnses to reserve a cen..un
numbel of Jobs fOI pcr'ion'i III need of WCI.l! protcctlon lIId \\ ho gcncr.llly h.lve difficult) findlllg
cmploymcnt

Mam provISIons on guarantees to workers

A certaJll quot.l ofJobs (% of tot.ll "orkcrsJ \\ III be hcld for
smgle-parents and p,uents rdlslllg m.ln} cluldrcn who are under legal age

• \\omen r.lI~lIIg chlldrcn who arc undcr school ..Ige or mvahds
persons .... ho ..Ire pre pcnslon .Igc

• pcrsons "Jlhaut cmplo}mcnt fOI .In c\lcndcd pCflod of time

• IndivIduals lured to fulfill quot.lS Illay onl~ be I..lld ofT \\ nh the permIssion of the
Employmcnt SCf\II.C .lnd thc 10c.l1 Counl.ll of Pcople s Dcputles

Thc quot.l pcrcent.l~c \\111 bc rcconsldcred c\cn ~c II'

TI1C quot.l of lob~ fOI 1II\.lhds ~hould bc I Ie l~t 5%
• Entcrpl ISC~ h I\C 3 month~ 10 uuplcll1cnl Ihc nc" quot.lS

Funds from the SOl.lli SUPPOI1 Fund Ihc Elllplo~ mCIll Fund and the cnterpnses
themselves wIll be d\ 'I~n..llcd tOlllards CIC.lIIll~ Job~ for those III need of socI.l1 prolcctlon

Commentary TIle followlllg tcrms h.l\c ~pccJiic Ic~ II dcfinlllon~

"p.lleIllS ralslllg m.lny c1uJdren \\ho .lrc undcl Icg.ll I~C I~ defincd .IS p.lrents .... nh thlee or mOlc
depcndents under 16 yC.lI'S of .Igc

undcr school .Ige chIldrcn gcnefJlI} Icfcl'S to chlldlclI lJIldCI 6 }C.ll'> of .Igc (.llthough 111 c"l.cpllon.l1
1..l'CS Ill.l} Icfci 10 chlldlcn undcl 7)

pcrsons III ho .IIC pIe pensIon .lgc IS dcfincd .l~ IIIOlllcn undcr 55 }C.lI'S of age and mcn undcl 60
}C.lI'S of .lgc I C the gener.ll .lduJt wOlkmg pOpUl.llJOn

\\ IlhOul employment fOI an e>.tcndcd pcnod of tunc I~ dcfincd as unemplo}ed fOI one ye.lr 01

JOIlgCI
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Order No 67 "Compen5allon to Workers of Enterpnses InstJlutlons and
OrganIZatIons FOfCmg Workers to Less 11l.1lI a Full Work Day or Work-Week

Federal Employment ServIce

May 26 1993

•

•

Commentary RC'iOlullon No lIJJ Procedures for AIlJldlJ/!: JI/d PJYII1CIlt ofGovcmmcJ1l BCJlc!it, to
Cmzclls "'IlII CIIJ1drcJI Govcrnmcnt of the Russl.ln Fcdcr.lllOIl Scptcmber 4 1995 offiCIally
rcpe.lled thIS order

OFFICIALLY REPEALED
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• TItle

Document Description

Order No 74 Plocedllre~ for Expendnure of Funds on FUI.lJlcl.lI Asslst:lJlce to
Elllployc~ for thc Cre.lllOll of New Jobs

•

•

Author Fcder.ll Employment ServIce

Date June 10 1993

Commentary A Prc~ldCnll.l1 Dccrcc Issucd on Deccmbcr 24 1993 officl.llly lepe.llcd t]us .lct

OFFICIALLY REPEALED
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Regulation No 95 COlllpen5.1t10n for Workers of Enterpnses InSlJtullons and
OrganIzations Sent on Forced Vacation Wnhout Pay

Federal Employment ServIce

August 10 1993

•

•

Commentary Resolution 833 M Proccdures fOr A ":Jldmg :md PJI11JCm orGovcmmcl1t BC11cfits to
OCJZCIIS II uh ChildrclI Govcrnmcnt of thc Russl.ln FcdcrltlOIl Scptcmber 4 1995 decl.ued Ihl~ .ICI
1II\.IIJd

This Re~olutlon was the first legal documcnt regul.llll1g thc proccdurc of sendlllg workers on fOlccd
\.lC.ltlOIl v. IthoUI pay

Resolution No 95 W.lS IIcceS5.1J"\ bcc.lUSC somc cl1\crpn~c~ cxpcllcllccd fill.lIlCI.l1 difficuilles cOllllcctcd
\\ Jlh pn\.ltlLlllon .lnd tr.lnSJlIOII 10 lll.lrkCI eCOIIOIll) B\ thc cnd of 1992 m.lny cllterpllses v.elll
b.lllkrupt Ihc ~I.lI) dclly IC.lchcd 4 6 1Il0l1\hs ~mCIlIllC\ \\olkcr~ \\CIC p.lld P.lrt of thclr 5.1I.lnc\
Thc \\.1\ out for lIl.ln) CIIICrpll~C\ \\ hll.. h did 1101 \\.lllt 10 1.1\ off v.OIkcl..., bec.lme fOlccd V.lC.lIlOII
v. Jlhout p.l) Howc\cr III m.lll) C.l~\ usc of forccd V.lC.lIlOIl~ \\.l~ donc III VI.lI.lIlOn of eXlsllllg l.lbol
Icglsl.ltlon (wJlhoul v.olkcl S .lglccment) No progl.lm~ v.cre dc\clopcd to Improve the Ill.lSSl\e forlcd
\.lC.ltIOIl SJlU.lllon

ResolullOn No 95 August 10 1993 st.ltcd that v.orkcrs scnl 011 fOlccd \JCJllon without 5.1]:mes could
lecel\C bCllcfit~ frolll thc Fedcl II Employmel1\ FUlld .IS tCIllPOI Ir... fill.lllclllg WOlkers 011 fOlced
\.Ic.ltJon CJII recclvc bCllefils fOI 4 mOllth~ In OIlC c.llclld II \CJI Thc Rcsolutlon also m.lndated Ih.ll
IIlJIIJgCI, CJII not IJy-off workcl.... v.hclI the) .lIC .IlJc.ld) 011 fOIl.cd \.lCJIlOII .Iud lecelVlllg benefits
fJom thc Emplo)IllCIII FUlld Thl\ nllport.ll1l rulc v..lS rClJlIlcd III Ihc modified verSJOII of the
Rcso)ullon cOllfillncd on M.lrch 6 1995 TIle bcnefit fOI \\olkcl', 011 fOlced V.lC.ltIOIl must be equll 10
thc IIlllllmUIIl IIJtlolIJI s.i1.lry <l5:'goo Rb) It IS IlIlport.llll to Iccogl1lZC tll.J1 the mlllllllum nJtlonJI
5.11.11' of !f) 900 IS fJf belov. 3\emgc CO.l] sectol v.orkcr \\.I!,c~
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Regulation No 877 Reglstr.1tJon Procedures for Unemployed Cltlzcns and
Conditions for the Payment of Unemployment Benefits

Government of the Russian FedcT:1lJolI

Novembcr 17 1992

Seclions IV and V of the statcd PIOVISIOII

TIle stated sections relate to the awardmg and sIZe of unemployment benefits

•

•

MaID proVIsIOns on worker guarantees

CitIZens laid-ofT f10m .In enterpnse wtll bc p.lld tcmpor.lly unemployment benefits for 110
more th.ln 30" d.lYS Pdyments .... til bc m.ldc out of thc Employment Fund

• CitIZens l.lld-off 11l conncctlon With the closure or reOfEaOlZatlon of an enterpnse and
who registered at the employment center'" Ithm t",o wceks after l.ly-olT, wtll be paid
unemployment bencfits begllllllng thrcc month~ .lftcr J.lY ofT If they .It that tune havc su.ll
not found work

Workers l.lId olT III connection .... lth thc c1o~urc of .In enterpnse .lnd who worked no Ic~~

th.ln 12 c.llendar 'o\eeks III the 12 months pnoJ to uncmployment wJ.11 be p.lld the
followlllg unempJo} meJll benefits

75% of bdSlC sal.lry fOI thc first thlCC mOllth~

60% of baSIL ~.ll.lry fOI the ncxt fou I mOJllh~

40% there.lftci howe\cr no les<; th.1Il thc mlllJmum S.ll.lly est.lbhshed b} RUSSJ.IIl
Feder.ltlon ICgIS)dtUIC

Workers laid-ofT III 1.0llnectloll v.lth the c10~UIC of .III clllcrpllse but who wOlked les.,
th.ln 12 weeks III thc 12 mOllths befolc uncmploymcnt v.orkers returnlllg to the wOlk
force after a ye.lr or more absence dnd thosc 100kJng fOI 'o\olk for the first time wtll be
Pdld benefits equal to the mllllmum S.lldf}

Benefits ale to be r.llsed by 10% fOl e.lch workcr <; dcpcndent howe\el they should 1I0t

exceed the worker s baSIC sal.llY .It Ills/hcr J.lSI pl.lcC of cmployment Benefits .lIe to bc
ralscd by 20% for citIZens who h.lvc reglstcred .IS uncmployed .llld hve III decl.lJed
Chernobyl regions

Workcrs who have completed lell.lllllng cou~c~ but .lIC sttll unempJo}ed .lIe ellglblc fOI
regul.lr unempJoymclll bcnefit~ BCllcfits should not bc 10.... Cl th-ln the supend ICCCI\cd
whtle III tr.llllmg

Unemployment bencfits molY be p.lld for no longcr th.lll 12 months III .lny 18-momh
penod Bencfits wtll bc e>.tcnded fOI 2 wceks for e.lch ye.lr tholt .1 citIZen wOlked P.lSI
hl~/hcr pensIon age

Llid-ofT workers 1l13y go Oil pcnslon up to 2 YC.lrs early .It the suggestion of the
Emplo} mcnt Scn Ice,
TIle follov.lIlg c.ltegones of CitIZens C.lnnot be conSidered unemployed

c!uldlcn under 16 ye.ll5 of 3gC
GIOUp III IIlvahds of pension age
workers who refused ~ 2 Jobs olTcred b} the Employment Senlce

Bcnefit~ molY be wnhheld at the dIscretIon of the EmpJo}ment Service If
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•

•

•

• worker refused ~ 2 Jobs offered b} thc Employment Service
• worker was l:ud-olT due to dlsclphn.lry 3CUon

worker has been abscnt from pl3ce of OffiCldl resIdence for more L1ldn 1 year
without mformmg the Employment Service

Commentary TIus act provldcd bencfits nC.lrly IdentlcJ.l to those estabhshed III Resolution 21e
"Temporal}' InstructIons on Procedures for die CaJculalJol/ of Unemployment Bcnefits Mmlstlvof
Labor June 11 1992 whIch the passage of the presclll .lct 1Jl\.llld.ltcd (Resolution 21e however sct
benefits .lt 45% of 3 worker s b.mc S.l13ry dunng the last 5 months)

Decree 647 HAmcndmcrus :md AddwOliS to diC ProCCdIiIC\ for A H:Jrdmg :JIJd P:JYIJ1g of
UncmpJoymcru BCl1cfit~ Go\crnmcnt of the RUSSI.lIl Fcdcr.ltloJl Junc 5 1994 estabhshes.l mOlc
dewtled schcdule of bCllefits fOJ re~ldent~ of Chernob)1-.lfTectcd regIons
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Supreme COUI\(.t1 of thc RusslJ.n Fedcr.lllon• Title
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Regulation No 5132-1
Russia"

Document Description

Estabhshment of thc Government Employment Fund of

Date

Topic

Summary

June 8 1993

Section III l ,c of fund~ froll1 Ihe Elllplo) mCl11 Fund

The sectIon COfllams standards for expenditure of funds from the Employment
Fund

•

•

Mam proVIsions for worker guarantees

Funds from thc Emplo) mcnt Fund sh III bc u,cd for

tramlllg and retrallllllg of unemployed pcople (mcludlllg sllpends)
mC$UIC~ 10 elC.ltc nc\\ Jobs

• OI"g.lIllZ.lIIOIl of p.lld ~oCI.l1 \\ork
rcse.lr<.h 01 the l.lbor m.lrket
p.l\mCnh of

ICI11POIII) unemplo)mclll hcncfil'
uncmploymcnt bcncfil~

I11l1ellJI .I~SISI.lnCC fOI \\OI~CI'\ .I11d IhclI dependclll~ who hJ\c sUlpJ.s\cd
lhe IlIl\n on unemploymenl bcncfil~

CJ.I h pcnslon pJymcnls

Commentary A conCIclC sum fOl st.lted benefits" not c~l.lbh~hcd Tempor.ll) unemplo\ mcm
benefits .Ire gIven If a workcl I' tcmpol.luly disabled 01 unlble to \\ork Workcrs must turn III
certIfication from a physlCIJn th.lI thcy are un.1ble to \\011. III ordcl to receive benefits As .I rule
temporary unemploymem bCllefits cannot l.lst for more tll.1n 4 months as after 4 months III
accordJ.nce \\ nh POIIIl 5 Artlelc 33 of thc RUSSian wbor Code the cmployer molY dismiSS the \\ 01 kel
FOl IIldlVldu.1ls With tubcrculo~ls tillS penod mJ.y be e),tended up 10 one year

Emplo\ menl Fund e),pendnule~ should be t.lrgctcd .11

profeSSIonal Ollcnt.ltlon profcsslonal tr.lmlllg J.nd rCII linin!, of uncmployed cItIZens
org.lnlZoltlon of pubhe ,""olks
unemploymelll bcncfit pJymeflls relocation compen'\.lllon (If reloc.1tJon IS ofTeled b\ the
Fedel.1J EmplO\ mcnt Sef\ ICC) support for uncmplo)ed \\orker ~ dcpendellls as well .1S cnlzcns
who do not reCCI\e uncmploymefll benefits bcc.lu~c thc tCUIl of ehglbtlny fOJ benefits l~ o\el
.lnd support for tempOI.lII]) dlSJ.blcd uncmploycd cltlZcn~

relmbursemcnt fOJ e.lll) pensions to the Pension Fund of the RUSSI.1n Fedel.lllon
Job ICt.lllllllg and cre.HJon
labol market an.ll)sls employment programs IIIcludlllg socI.11 plotectlon meJ.sules fOI dIffcICIII
gJOups of people
creatlolt of and support for labor mJ.rket dJtab.lse IIlcludlllg softW.1le developmefll
survey and reseJ.Jch of employment Issues
support for Emplo) meIII Service
upgl.ldlllg Emp)o)ment SCI'lce stJ.fT .Ind support for suff tr.lnllng centers
pubhc.lllOll of tC.ldllng .lIds .1I1d m.lllu.l1s
~Cmlll.ll'\ confclcncc~ .1I1d othel mecllng~

COllespondlllg represcnt.1tlve .1uthoJ Illes control Employment Fund expenditures
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Resolutloll No 224 ~Org.lIl1ZatJolI of EntrcprcncurJ.ll Trammg for the
Unemployed

GoVenUllenl of the RUSSIJII FedcrJllon

MJrch 7 1995

The: document aiins at developmg entrepreneurial activity among the unemployed

•

•

Mam provIsions on worker guarantees

Elltlcplcncun..l1 t111J1J1Ig fOI unclllplo}ed I.l\lzcn~ oflil.l.JlI} regIstered as ullemplo}ed III

the elllplo}IIICIII scn ICC \\1.11 bc c.Jrrlcd out ll\ the cll1p!o}ment senlce with fUllds floJll
the Employment Fund of the RussIan Fedcr.JtJon

Commentary TIle st.lIed act .JJlplJes to .111 CllIzen~ of the RlI~" III Fcder.ltlon who hJ\e oflicl.JlI}
Icgl~tcred .IS ullcmplo\cd The 11.1 pro\ldes JIl.JII.Jgclllcnl Ind ~1II111 busll1ess trJ.lJlIng for the
uncmployed who \\.J1ll to St..ll1 tilcll 0\\ n buslllcs~ III hoJ'c~ of PIOII\Otlllg gro.... th III the smJJ1 buslllc~~

sectol TIle unemploycd must t-<1 through .1 COmpCtlll\C ex IIIIIIIJ1I0n plocess and then are enrolled III

clJsses regardlllg the typc of busll1css they would hkc 10 open (I C Jccountmg computer dlJ\lIIg
clJsses elc) All tr.lnllng costs Jrc p.lld by the Emplo} lI\elll Sen ICC
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\

Regulallon No 5131-1 "Establishment of the Feder.ll GovellUllent Employment
ServIce of the RussIan Federatloll

Supreme Coun.. 11 of the RU~~'.In Federllion

June 8 1993

POUIl 9

The Poult relates to the Employment Service s authority m the area of
fin.lncl.l) eredll 1..11\ II}

•

•

MaID provIsIons for worker guarantees

The Emplo} ment Service mol}

• lIl\e~t III .llld lend mOlle} to eJ1lerpn~e~ \\Iudl aceordmg to .lgreements wnh the
Emplovment Ser\ ICC .Ire cOndUCtllle I1I0fe,..,onJI trJlIlmg .lnd retr.lllung for the
ullelllplo}ed for \\holl1 the} \\111 IIICI lilld Job,

• lin.lllce .llld I\\.lld cledlls to unclllplo\cd I.lIlzcn~ \\ho hJve explessed the desllc
to SUI1 thell own bU\lne~~

Commentary Tere IS a Fedel.ll ElIlplo}ll1ent Ser\ll.e (FESI \\)11.. 11 hIs loe.ll Jnd regloll.lJ bllllche,
Tile PIO\ ISlon goes no fUll he I th III to stolte the gcnc! II eO LI of fund, .lPPlOp'IJted to lhe Emplo) ment
Senlce It c not speCIfy Jll\ ..Ollclcte ~UIllS 1111111 ilion' 01 .. llIell.l fOI leeel\lJ1g 10.lns OJ
m\eSllllelll\ • I does II pJo\ldl.' .Ill) St.1l1dJld~ 01 rehullllOn\ \\11I..h must be fol1o\\ed

Tllc Rcgul.1!1on IS plep.1Jed III l.olllph.1I1Ce \\nh the LI\\ of Ihl. RU\\I.111 FederJlIon Employment III
Ihe Ru~sl.ln FederJtJon April 19 J991

ACCOldlllg to the ReguJ.1l1on the Feder.11 Emplo} mCJ1l Scn Il.e 1.01hl~tS of

Stolle Emplo) menl Committee of the RusslJn Fedel ilIon

Emplo) ment Comllllttees of the repubhes lJ1c1uded III thc RU\\I.ln FederJtlon

Emplo) ment Centers IJ1 autonomous regIons Mo~l.o\\ lIId St Pelersbulg

CII) Jnd Dlslnet Employment Centers

The Employment Service IS IIldependent flOm ExC,-UII\C bodlc, Rcglon.11 leglsl.ltlve and executl\c
bodies as y,el1 as the Federal Emplo) ment Sen I,-e conllol the opel.1l1on of legloll.11 and Joc.ll
cmplo) lIlelll eellters

Emplo\lllcnt agencIes may be cle.lted UlldcI the .lu\pll.e~ of In} org.lnJZ.lIIOn aSSlstlllg \\nh the \\01]..
of the Emplo}ment Sef\lee

ElIlplo\menl ocnters .1nd .1gencles ICCel\e linJnclIIl: flol11 the Feder.11 Employment FUlld \\Iuch I~

1.0mpll,ed of

InSUI.1nCe dues pJld b} employers

IIISUI.1nCe dues p.lld by employees

.lIlOC.lIIOnS flol11 fedel.ll reglon.ll cny .lnd dlSlllcts bUdgets
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•

•

•

The r3te of msuTaQce dues as well as the sIZe of a1locatlon~ flom thc fcdel.ll budget .lnd
Employment Fund are detemlmed by thc govcflImclIl .1Ild Lonfillncd by the Dum.1

Emplo}nlcnt AgencIes are m ch.lrge of u~c of EmploymclIl Fund money TIley m.lY use tlll~ fundlllg
rOi

IIlvestments 01 10.lns for producers If producers gU.lr.llltcc thc preservation of jobs or creatIon of
.Iddlllonal and new jobs m cooldmatlon .... nh correspondlllb C"CCUlIVC bodIes

Investments or loans for enterpnses that olganlZc IClllIIIIIIg fOI uncmployed people and guar..llltcc
cmplo)ment

IIldlVldu.l1 fin.lncl.lI .lS~I~t.1ncc IlId 10.lns fOI uncmplo\cd pcoplc pl.1nnlllg to SUIl thell own
busllless

TIle Employment Sen ICC has blo.ld authonty TIlc follo\\ 11I1, IIC I~ fill undcr Employment Servlcc
JunsdlCtlOI1

JI1•.lIVSIS Jnd prOjCctlon~ conccfJllIIg v.ork force dCIllJnd 1lI thc Ilbor m..lrket

cooldlllJtlon of JV.111.1blc job, .1nd thc l1umbcI of pcoplc ICI,I,tclcd \\lth thc Employment Servlcc

IIlfolm.ltlon fOI uncmplo)cd pcoplc .Ind cmplo)cl'S IboUI Job~ I\JdJblc Jnd lequllemelllS to gct
thcse jobs

- .lsslstlng unemplo)ed people III seeklllg apprOpll..lIC Job~ (on I COl1!1.1ct b.1SIS) and a.sslStmg
empIO)CI'S III hlllllg rcqulred SPCLI.1h~ts

re!l.llltlllg Jnd plOfessJOnaJ trJlIllng III 10CJI edUCJllOnJI cmplo\ nlClll ccnte~

consultlllg servIces for 1~lId-olT \\Orkel'S Jnd other gloul" of pcoplc

reglStlJtlon of unemployed pcople Jnd PIOVldll1g J~~I~t IIlLC

PICP.JIJtlon of fedclJI Jnd reglon.J! employmcnt plO,,1 1111' IIIdudllll, finJnclllg Jnd sOCIJI prOICClJOn
of \.11 IOUS groups of pcople

fill.Jncmg of plofesSIOIIJ) tr:unlllg courses

plO\ldlltg uncmployment benefits ..lnd suspcndlltg uncmplo\lllcm pJ)mcnts

cst.Jbhshmg .lddmonJI bcncfits pJymcnt~

plepJIJtlon of resolutIons oblIgIng employel'S 10 mJmtJlIl I numbcl of specI.1] \\ork pl..lces fOI
CCll.lln C.1tcgofles of people requlflng SOCI..l1 Plotcctlon (dl'>.lblcd pcoplc pcnslon ..lged people etc)

scndlllg uncmployed people to p.ud publIc \\olks Jobs

plo\Jdlllg fin.lnCIJ] support fOI the f.1ml.!Jes of uncmplo)cd pcople

fOICllIg p.1)mcnt of mSUlJnCe dues IlJdden by cmplo)cl'> .J' \\cll .J~ pCIlJltles Jnd othcl fces
~lJpulJted b) tIle LcglslJlUle In such C<lSCS cmplo) mCl1t Jj,CI1LIC' u~e the lIl,hts of the T.I" Scr\ Ic..C to
fOILe p l)mcnt of ta"es not p.lld III time

The Jbo\c mcntloned functlol1s cVldence that the RUS~I.ln Lcgl~l.lturc Ius gIven a wide r.iIlge of lights
to Emplo) mcnt Sen ICC
The ~OUICCS of fin.lnc..mg ~et fOlth b) the go\elnmCIll pCll1l1t thc Emplo~ment ServIce to Jccumul.l!e
~ol1~ldeIJblc funds At thc S.lmc tlmc finJI1Clal .lS~I~t lnc..c plo\Jded b} Ihe Employment Sel"\ ICC III the
f01111 of \JIIOUS Pol) mCllls .ll1d benefits IS SlllJlJcl th..ln ~ould bc PIO\ Ided for cmplo) ment plOgl.1l11' III
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•

•

•

Russia TIus IS attnbuted to the very small sIZe of benelil~ p.lId (unemployment benefit IS equal to
nUnJmum salary -!/S goo Rb where.1s the average sal.1I) 111 Rus~la IS approxlm.1tel} 280000 Rb) .1S
\\ ell .1S the shon penoCl of tune durmg Y. Iuch thc bcncfil~ .1IC .I\.IL1.1blc M.lny people do not t1) to
get this benefit becdu~c the bencfit does not plo\ldc thc nallonal !JvlIlg IllIDUllUm (55000 Rb IS
cnough 10 bu} 20 loaves of blc.ld 2 kllo~ of sausage, or 2 kllo~ of meat) Aside flom thIs there .1IC
nulllcrous burc.lucratlc obstaclcs y.luch plcvent peoplc flol11 .Ippl) II1g for benefits (e g to receJ\c
unemployment benefits onc should be registered with the Emplo)mem Service \\Ithlll two wceks dftc)
hc/~he IS laId-otT howevcr thcrc are somc restnClJon~ for Icgl~!I.ltJon for example people dlsm)~ed

for dlsclplinc vlol.ltlons m.lY not bc rcglstcrcd 01 spcCl.l1 plol-cdurcs to regIster must be followed)
COlllpl.lll1ts .lre onen he.lrd from coal sector y.orkc~ th.ll thc) .lIC \\rongl} dlslllissed for dlsclplm II)

reasons" By the time any legal action IS t.lken to cCl1lf) the \\ longful dlsnllsSdI workers have mo\cd
on 01 spcnt theIr moncy on thc legal action and nsked thclr rcputatlon

Pcoplc do not h.nc cnough IIlfOlm.lllon .lbout theIr IIght~ c~pcclllI) their nghts for vanous benelih
.1IId p.l}lIlel1l~ Lac.l1 union Icdcl<; do nOI JuIOY. also .Ibollt thc full r.lnge of plo\lded benefits
Therefore It would bc uscful to .lsslgn thc Employmcnt Scn Il-C \ 1.1 Icg.ll .lctS to prOVIde IIlform.ltlon
.lbout the nghts of laid off WOI kcrs It molY also bc u~cfuJ 10 011, lnlZC lI.llllmg for managers .lnd union
leaders 011 the b.1SICS of labor .lnd emplo) mcnt Jeglslllioll
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La\\ No 4520 1 "Govemmcllt Guarantee~ Jnd Compellsallolls for Persons
Worklllg and Llvlllg III the Folr NOl1h .1IId SII11IIJI RCglOIlS

Plesldelll of thc RussIan Fedcrallon

February 19 1993 with amendmelll~ 011 Junc 2 1993 Jnd December 24 1993

Secllons I Gcneral ProvISions V Bcncfits for CCl1am Sectors of the POpUlollJOn

•

•

Summary TIle scctlons dCJI wJlh compenSJlJon~ fOI ul1clI1ployed CJlllenS procedures fOI thc
gllntlllg of .IddltlOI1Jl d I}~ ofT IcgJ.I J.ct~ on ~honcnllll: Ihc \\011. \\cck 10 36 hours and
compen~\lon~to fJnllhc~ \\ nh Clllldlcn

MaID prOYlSIODS on worker guarantees

wid-ofT workers \\ III receive
severance p Iy equJ.I to one mOlllh ~ b.l~IL ~I.lry

basIc salary (for up to 5 month~ (111 J.ddltlon 10 one 1I10nth s severJ.ncc poly» \\ 11I1e
1001.II1g fOI J. Job
uncmployll1cnt bcnefit~ .Ind sllpcnd, \\ III bc pJld Jccoldlllg to thc Icglon.ll
cocfficlcnt

WOlkers IJ.ld-ofT flom government finJnLCd non plofit olg.lnlZ.llJons Jeglstcled \\ nh thc
Employmcnt SCrvlCC \\ho \\oll.ed mOlc th In 3 ~C.lI' 111 thc clllcrpnse flom \\llIch thc\
\\ele dlsmlsscd pen~loners II1vJ.1Jds .Ind lho~c 1Cl:.J'tclcd J.~ unemployed \\lll be
compenSJtcd 100% of costs olssoclatcd \\nh Icloc Illng out of the FJI NOl1h and Sllll ll.l I

regIons

WOlkers 1.lld-ofT flOlI1 stJ.te owned ClllClpll'C' \\ho \\oll.cd more th.ln 3 yeJI, III the
clIIerpnsc flom \\llILh they wele dlsmls~cd \\ III bc cOll1pcnSJtcd :>0% of cOSts J.SSOCI.lI d
\\ Jlh rcloc.llJng out of the region

TIle follO\\lI1g maternity leJve penods .lIe CSIJbh~hcd for "omen 11\ mg 111 the FJ.r NOl1h
.Ind SlJllll.lr regIons

• 140 d.l}s for J normal bll1h
156 d.lys for a comphcJted bJl1h
180 dJys for the birth of 2 or mOlc C.llIldlcn

Commentary The stJted legal acts apply only to COJ] II1dU~ln \\olkers h\lIIg III the FJl J"-ol1h .1IId
S1l11l].Ir regions It conesponds to ResolutIons No 572 b40 .Ind b6 COmpell5:WO!l fo! Expc!lse~

COJlne... ted IIldl Leav1J1g {he F:11 Nonh and SUI1I/JI RC_Iom Go\crnmcnt of thc Russl.ln
Fcdcr.ltJon August II 1992 Jnd Novcmbcl 2 1992 Jnd PIOL LdUlL' fOI CompellSJ{JoJl ofE,lPL IN'

Rc/.Jlcd (0 LCJIJJ1g {he Fal N01111 aJld Sum/J! RegIOn- (JO\Clllmcnt of Ihe RusslJn FedelJ.lJon
1'o.IO\Cll1bCI 10 1992 Thcsc resolulJons pro\ldc thc SJmc condnlom fOI compensJlJon of leloc.lllOn
Lo,IS

Onc should no[c Ih.lt ICSldelllS of the F.l1 NOJ1h Jnd 5111111.11 Icglons m.lllltdlll thell bJSIC 5.11.11) fOI 6
months .Iftcr la} off (compared to 3 months for thc rcsi of thc populJ.tlon)
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Regulauon No 99 "Org:lJl1Z3110n of Jobs to AsSiSt 111 Employment DUling Mass
Lay OfTs

Govemment of the RussIan Federation

February 5 1993

Sections 1 General Plovlslons

TIle section defines mass lay-ofTs and procedures for lay1llg-ofT workers

•

•

MaID prOVISIons on worker guarantees

M.lsS l.ly-ofTs of "OIl.el'S .lIC dctenlllllcd U} lhc follo\\lllg cntclla
closule of .lily fOlm of legal entcrpll~c cmplo}lllg more than 15 workers
stafT IcductJOIl~ of

~ 50 workers III a 30-d.lY penod
~ 200 workers Ul a 60 day penod

• ~ 500 workers III a 90 da} pCflod
• lay ofTs of I% of thc populatIon" Itllln .1 30 d.l} pCflod III a region" Ith less thJI1

5000 emplo}ed CItizens

DUllllg a mass lay ofT employers sl1.111
provide 3 months advanced noucc .lbout thc l.l} ofT to the apPlopllate umon
offices and Employment Service

• provide thc Employment SeI'lce "nh IIlfOfll1.ltJon .lUout e.lch "olker to bc (.lId
ofT no less th.ln 2 months m ad\.lncc
consult ""nil government uodlcs (.It thc Icque~l of thc umons) to discuss tile
problem of cmployment of l.lld ofT "olkcI'S

CollectIve agleemcl1ls .lre supposed to est.lbllsh bcncfits fOI IJld-ofT workel'S If the} do
not a commiSSIon \\ til be created at thc enlerpll~c dUllng the mass lay-off to negollJte
benefits

Thc 10CJI Counctls of Pcople s DepUlle~ C.ln ~uspend mJ~S 1.1\ offs fOI up to 6 month~ .It
the suggesllon of thc Employment SCI'lc.e LUJ1It, fOI ,u~pcnslon of bcncfits IS b.lsed on
the unemployment r.lte m the region

3-5% unemployment - 1 month suspcnslon
5 7% unemployment - 2 month suspcnslon
7-9% unemployment - 3 month suspensIon
9 11 % unemployment - 4 month su~pCn~IOI1

> II % unemployment - 6 month suspcn~lon

If the unemployment l.lte surpasses 11% the Coullcll~ of People s DeputIes C.ln ordel
that the lay-ofTs tdke pl.lce 111 stages under the follo\\ IIIg In11Jts

lay ofTs of ~ 50 workers wIll take pl.lce 111 st.lges O\el an 8 month penod
• Idy-offs of ~ 200 workel'S wIll take pl.lce 111 stJges o\er a 10 month pellod
• lay ofTs of ~ 500 workers wIll take pl.lce 111 stdges o\el a 12 month pellod

Commentary, This Jct cOllesponds wnh the TdflfT Aglccmcnt .llld the Russl.ln Ldbol Codc on
.ld\.lm..c Iloufic..ltlon to thc EmploYlllelll Sef\lce .1IId ullJons (.llthough II S.l}S nothJllg about .ld\.lnccd
noucc to the "olkel hunself)

Undcl this act the Employment Service IS gIven to fight to pl.lcC hnllt.luons on lay-ofTs flom .111
types of elllcrplIScs IIIc!udlllg pllv.lte
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Decree No 1702 "Transfonn.1I10n 11I10 Slod. COll1p.lJlJe~ and Privatization of
Associations Enterprises J,nd Olg 1I11ZJ.llon~ of thc COJ,J Industry

Plesldent of the Russian Federation

December 30 1992

11115 legJ,1 act slIcngthens b.l~IC pro\ 1~I0I1~ connccted \\ Ith the pnvatlZatlon of
the eO.l1 IIldustr\

•

•

Summary TIle document outlllles procedures for the tnn~fOllnJ1lOn of govemment enterplIscs
IIlcludlllg the coal 11ldustry, UltO stock SOCIeties gUJ.IJnICe~ thc J.CqUI~J1101l of pnvatlzed enlerprI~e~

stocks b} the workers of thc elltclllrIses estabh~hc~ the l,0\CrJ1mCnl cnterpnsc Rosugol \\hlch \ILl]
llIJ.n.lge the stock packJ,ges con~ohdJ.tcd IIlto gO\Cln1llC111 proPCI1~

Mam provIsIons on worker guarantees

none

Commentary The act applies to all categories of \\OJ I.CI' cmplo\ cd In PII\J.tlZlIIg co.i1 II1duSll)
enterpnses
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Decree No 1335 "AddJlIon.l1 MC..lSUICS on SocIal Plotecllon of Pregnallt
Women and Women with Cluldlcn Undcr 11uce Ye:lI',; of Age LlJd-off In
Conneclloll with thc Closure of .111 El1tclJ'lI~ InslIIullon or OrgamZ:lllOn

President of the Russian Federallon

November 5 1992

Pomt I

11le document IS :lnlled at strengthenmg the socJaI proteclJon of women and
womcn with children IJ.Jd-ofT lJI conncctlon \\ Itll thc closure of an enterpnse

•

•

MaIO proVIsions on worker guarantees

• Plegnant women and women v.nh chlldrcn undcr 3 }C..II'S of age will recel\e benefits .1S

estabhshed 1ll the work contract unll] thc cluld rC..lchc~ 3 yCJ.rs of age

Commentary A CI:mfic.lllon b} the Mnustl) of SoclIl PlOtcctlon 111 FebrualY 1993 stJ.tes thJ.t
bencfits .lIe to be pJ.ld to v.omen on p.lld Ie I\C fOI C..lIC of children undel I 1/2 yeJ.rs of
J.ge or to women on unpJ.ld IC.l\e for C.IIC of c1uldlcn undeJ 3 years of dge tf they .lIe
not alreJ.dy JecclVlng unemploymcnt bcncfit,
benefits arc to beglJl 3 months after IJ.} -off
If the Employment SCI"\Jce rccelves documcntlllon \\ Ilhm 6 months aftel ellglb.l.lJt}
benefits \\ III be paid flom the mOlllh v. hcn clrglbllit\ bcg.1Il
If the Employment Scrvlce receives documcntllion mOle thJ.n 6 months after elJglbllll}
begJ.n benefits will bc paId flom the d.l} til Il thc documClllS were teceJved
benefits will be retJ.lJIcd even If the WOI J..CI mo\c~ OUI of thc ,uea

1111S act contradIcts RegulJ.tlon No 833 "Ploc.cdUll ~ fOJ A ... .JJdIJIg and PaVl11em of
Govemmem Benefits to CmZeJ1S IHtll CllJ1dJell GO\ClnIl1CIII of thc RussJ.ln FedeJJ.uon Septcmbcl
4 1995 v.luch states that benefits will only be p.lld ullul [hc chrld rC..lches 1 1/2 yeal',; of J.ge
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Decree No 723 Measules for SOCI..II SUPPOIl of CitIZens Who Have Lost
TheIr Jobs and Income and Who AIC Rcgl~tcred as Unemployed

President of the RussIan Fedcr-llIon

July 2 1992

P01l11S I 2 3 4

•

•

Summary TIle stated POlllts outlllle paymcnt pCflod~ fOI tempor.lIIly unemployed workers ~ ho
h..l\e lost theIr jobs and are officially regl~tered a~ unemployed and unemployment benefits fOI
~CI1..1111 c..llegofJes ofwolkers

MaIO proVIsIOns on worker guarantees

CitIZens who have lost their jobs ..Ind ~ ho ..Irc officl..IlI) rcglstered as unemployed ~ L11
receIve temporary unemployment payment~ for no more than 30 calendar days
Payments will be m..lde out of thc Emplo) mcnt Fund

Unemployed 1I1v..lhd Group III ClIlZcn~ ~ho h..l\e lost their jobs and 1I1come 111 the 12
mOlJlhs before Ihe} wcrc officl..llI} JC!:I~lclcd I~ unclIlplo}cd wLiI be p.lld uneillplo) mCIlI
benefits equ..ll 10 thc mlJllmum s..ll..ll)

Women on matefllll} leave ~ ho lost thcn jobs .md 1I1come III the 12 months before thc>
wcre officially reglstcled ..IS uncmplo>cd \\ III bc p.lId bcncfits equal to the mlJllmum
salalY *

Unemploycd cltlZcn, \\lIh..l \\011. Iccold cntltlJJ1!: thcm to ..I full pension \\ho JIl thc fi\c
}e..lrs pJlor to thell tcglslI..Illon as uncmplo)cd h I\C nOl ..In IIItelruptlon III their wOlk
lecord of mOle than 12 mOlJlhs III Ihc 5 )C II.... bcfolc 1..1) off may beglll reCel\JIlg thCll
pension up to 2 ye..ll.... beforc the leg..lll} c~llulJ<;hcd ..Igc P..Iymellts wLiI be nude flom the
Employment Funds until the wOlker rC..lchc~ thc rcgul..lr pcnslon age (at wluch lime
payments wLiI be lIl.lde from the Pcnslon Fund)

Commentary TIle mJlllIllUm wage cst..lblJshed c\cn 6 momh, b) thc leglsl.1tule IS equ..lJ to 5,000
rubles as of Novembel 199,

l1lele ale three types of legal IIlv.lhd groups III thc RU<;'IIII Fedcl..lllon
GlOup I JIlvahds - completely disabled ~ nil somc SCIIOll~ IIlcnul or ph)slcal L11ness
GIOUp I1mvahds partlally dIsabled aule to do ~OIllC \\011. but \\ltll SlIlct melJlal reSlllctlons
Group III IIIvahds - persons with InnJled wOlk ..IUIIJI) onl} ..Iulc to do \\ork th..lt does not neg..lIl\c1}
..Iffect their he..llth
All gloups of IIlv..lhds receive dlsabLiny (1II\..Ihd) pcn"on, III ..Ict.old..lnce ~ Itll the w\\ PensIon
GU..ll..lll1eeS III the RUSSian FedelJIIOJl (Thl<; 1..1\\ ..Iho c~t..lbh<;hc<; ..In old-age pensIon for \\omcn ..It
" ye..lrs of Jge and for men at ..Igc 60 )

• CI..Illficatlon No 11 to tillS decree by thc MlIlI<;tr> of wbor on Octobel 7 1993 states tll..lt women
\\ho lost theIr Jobs whLle on mateJlut} Ic..l\c wLiI ICCCI\C bcncfits cqual to their reguldr mJtellllt) le..lvc
bcnefits However maternity bencfits alC sct ..Ig..ll11 ..It thc mlllllllUI11 SJI..IIY 111 both Decree
647 AllIcndl1lcllts aJld AddllJOJ1S to thc P/ocedlllc~ for AHJ/dlJ1g and P.:Jvwg Ullcl1Iplovmcllt
Bcnefits GO\elllmelll of the Russl..I1l Fcdel..lllOIl JUIlC 5 1994 dlld RegulJ.l1oll 833 PJOcedUJcs for
AH.JJdlJ1g aIJd Pavl1lcJJt ofGovewl1Iel1l BCJJefits to Cltlzcns wIth CluldlcJJ Government of the
RU<;Sl..l1l Fedcl..ltloll Septcmbcr 4 1995
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Resolutions No 572 No 840 and No 86
Compensation for Expenses Connected with Leavmg the Far North and Slllll.lar

RegIons with olddltlons and al1lendll1cnt~

"Procedures for Compensation of Expenses Rclolted to Leavmg the Far Nonh and
SlIllllar RegIons

Govemmelll of the Russian Federoltlon olnd thc RussIan Federation COnUl111tee fOI
Soclo-Econonllc Developmcllt of the Nonh

August 11 1992 (No 572) wIth dddlllons on November 2 1992 (No 840)
November 12 1992 (No 86)

Pomts I and 3 of the stated Resolution POlIll I Polldg...olph 3 of the Procedules

TIle stolted POlllt' leguJ.lte olddlllOn.l1 gU.lllntces for the unemployed III the stdted
regions .lnd appolllt government bodlcs to prOVIde these guaralltees

•

•

Mam proVisIons on worker guarantees

WOlkcrs 1.lld-ofT flom government finolnccd lion plofit org.llllzatlons (after 3 or mOle
ve.ll'S of emplo} mCIII) penSlonel'S m\oliJds olnd thosc registered as unemployed \\ 111 be
compensated for 100% of expenses connccted v.lth 1ll0\lIIg out of the regIon

Woll..ers l.lld ofT from state-owned en[crplIscs \\ III bc compensated 50% of the COStS
connected \\lth mO\lIIg out of the rcglon Thc othcl 50% m.lY be compensated out of
enterpnse funds

Payments will be llI.1de by the local offices of thc Fedel.ll Employment Sel'lce

Commentar} TIle conditIons fOI eOlllpenS.JlIon of reloc Ilion cxpcnses gIven III these resolutIons
correspond \\ Ith La\\ 4520 1 Govell1J1Jem Guar.JlIlcc~ .JlId COIllPCIIS:J{JOII for !lIdJvJduals WOJAmg
and LJlll/g JJ1 the FaJ North alld SJJ1ular RegJolls Ple~ldent of the Russloln Feder.ltlon Februoll"\
19 1993

GO\Crlllllelll fin.lnced non-plOtit orgal1lZ:l!lon rcfcr... to hospllolls schools day cale f.lClhtles etc
tholl v. CI C 0\\ ned b} the st.lte

St.lle owned enterpnse refers to any protit-eallilng busme~~ f.lctory etc owned b} the st.lte

TIle follo\\ IIIg regions folll undc! the category' Fol! Nonh .lnd SIIIlI}olr RegIOns
S.lkha RepubiJc (Yakut.l) Khaka Repubhc AltaI RegIOn N.lSnO}oll RegIon Kemerovo Oblast
Molgold.ln Obl.lst Khabarov RegIon Karel}a RepubiJc southcln legIons of the Far East lJkut Obl.lSl
ChJlm Obl.lst BUryolty.l Republic and TU\ol RepubiJc
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Regul.lllon No 44 "PJocedures ..lJ1d COlldIlIOIl~ fOl COIl1PCIlSdllon of Workers
Who Have Becn Sent on Forced Vacauon Without Pay In ConnectJon Wllh the
Necessary Tempomry Work SIOPP:lgc of .111 Entcrpnse

Fedeml Employment Servlce of the Russian Feder.luon

March 6 1995

SectJon 1 GencI.l1 ProvIsIons

TIle section contdllls gener•.11 rule~ for compcne;..ttlon payments

•

•

Mam proVIsIons on worker guarantees

TIle amount ofbencfits IS decided by thc EmplO\mcllt Service dnd should only be gl\en
out Il1 an extmordlll II)' SIlUalton

Benefits nOflllJlly equal the 1llllll1llUm salary
• TIle Employment Service can rJISC bcncfits to up to 3 times the mJlumum sabl)

If the workcr durmg t1lJt tUllC \\ork~ tcmporJnly III .I Job set up by the
Employmelll Service

TIle pellod of pJ} mellts will bc decldcd b} the employcr based on thc .llllOUlli sct ..Isidc
b} the Emplo}melll Fund

Benefits howe\el C.lnIlO[ be p..lld fOI more Ih..lll 4 1ll01llhs m a 12 fIlollih pCllod

Benefits dIe only to be paId to
workers still on staff at the elllerpllsc ..Illd \\ ho .Ire nOI yet lecelvmg a penSJOIl

• worke~ who were sent on forced V.lC.lllon..lS .1 result of an agleement bet\\cen
the Employmcnt Sef\lCC and the cllIclpn~c ..Idnlllllstr.ltJon

Reglonal coefficIents are to be ddded to thc bcncfils

Commentary TIle stated legal provIsIon does not rel..ltc to \\oll.ers laid-off dUfJng the closure of ..In
elllerpnse It .lpphes only to those sell! on forced \aC.lllOIl Thc first leg.1! dCt whIch plovJded
compenS.ltlon for forced vacations was Order No 95 COIllPCll'i:llJOII fo/ WOlkel:> ofEJIlelplISes
IIISlJflltJOllS twd Orga/1Jzatlol1s Sellt 011 Forced Vac..JlJol1 Wllhom P.Jv Fedcl.lI Employment
SCJ"\JCC August 10 1993 However Order No 95 \\JS IClldcred m\..Ihd wllh the p..lsS.lge of the
pJe~ent Jct \\JlIch IS no\\ the only pIece of JegJsl..ltulc PIO\ldlllg compensatIon fOI workers sent 011

fOI ccd \JCJtlon TIle prcsell! act states thal COmpellS.lIIOn should be made (at the dlscreuon of the
Emplo}ment ServIce) only III extrJOrdlllalY Slluatlons

One should note ho\\e\el that worke~ may be scnt on forced \JC.ltlon wllhout pay onl} with theu
\\IJlten consent If the worker refuses to SJgn 3 form conccdlllg to the fOJced vaCdtJon the SIlU..ItJon
.... ill be consJdeled 111 accordallce with labor (eglSIJllOIl .IS down 11ll1e (idletlllle] not due to the f..lull
of the \\orker and tlle worker will be paid a 1I111111l1Ultl of 2/3 hiS OJ her baSIC SdIJ.ry Employers
hJ\C no legal flghl to tdke dJscJpllllary aclJon agJlIlst .1 workel fOI refuslIIg 10 consent 10 fOlced
\JLJtIOJl

The 1lIJ11lmUI11 salary established by the leglsldture IS leconsldcred once evelY 6 months As of
!'<ovembel 1995 the II1JllIl11Ull1 S.ll..lry equJled 55 000 rublcs J month
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• Title

Author

Date

Topic

Summary

Document Description

Order No 78 ProvIsion of Matell..ll Asslst..lncc to the Unemployed and TIlelr
Depcndents

Feder.tl Employment Servlcc of the Rus'l..In Federallon

June 18 1993

Secllons III Categones of citIZenS to ICCClVC m..ltenal assistance V TUlle
llIllltS on the pJOVISIOn of matenal assIstance VI SIZe of matenal aSSIstance

TIle sections outlmc the conditions ..Ind ploccdurcs for the provIsion of maten..ll
asslst..lnce to thc unemployed

•

•

Mam proVIsions on worker guarantees

M.ltenal asslstancc may be provlded to

unemployed citIZens who havc lost thcu n!:ht to receIve unemployment benefits
because the} h..lve exceeded thc tullC IUIlI! on bencfits
dcpcndent, of the uncmplo}cd
women who ..Ire rJlslllg undcr school-.1gc or 1J1\.1hd cluldren

M.1tellal JSSlstJncc may not be PIO\ Idcd If

the v.olkel hJS not rc registered .1, .1n ullcmplo}ed cltlZcn v.ho hJS lost hlS/hcl
nght to benefits
the v.olkel did not reglstel v.l!h thc EmplO\mcnt SClvlce dUflng the first 12
months of uncmployment (for those rcquc,tlllg bencfits for dependents)
the worker \\ IS not wtlhng to accept cmployment dUflng the 12 months of
unemploymcnt or
the average gloss lllcome per household mcmbcr exceeds tWice the mlllimum
salary

TIle penod fOJ payment of benefits

• no more thJn 6 months ofbcncfits to uncmployed citIZens .... ho hJ\e lost theu
nght to recelve unemployment bencfits bcc.1u,c they have exceeded the tnne
IUllIt

• no more than 12 months of monthl} bcncfit, to dependents of the unempJo}cd
one lime payments to women on m.1tcllllt} ICJ\ c

• one IJme p.iyments m case of thc dC.Jth of ..In unemployed person 01 one of IllS
dcpcndcnts

All types of matelJ.11 assistance should not CM.ccd the minimum monthl} SJl.1ly
cstJbJlshed by the Jeglslatule

Commentar) TIle term mvahd chtldren Jefers to dls.1bled chtldren under 16 the term under
school .Jge gener.illy Jcfers to cluJdren under 6 )ears of agc (Ill exceptlOndl circumstances undel 7
yeJrs)

ThiS .Jct PIO\ Ides the only asslst.1nce avatlablc to lald-off v. olkers aftel the} h.1ve exceeded the llllll!
on uncmplo}ment benefits However the benefits st..ltcd m till, dct are gJ\en for a m..lXlmum of onl}
6 months to wOlkers who have exceeded the 1u11It on unemplo)ment benefits TIlUS the generdl
benefits cycle IS as follows first 3 months - sevcranceiJob se,lJch Pol} (equdls basIc salalY) ncxt 12
months unemplo) ment benefits (equals % of basIc SJbly for most categones of WOI kel~) IdSt 6
months ll1.Jtcll.1l asslst.Jnce (equals l1lutlmum salaly) All benefits togethel cover J 2 I-month pCllod
The leglsbtule does not clanfy (and thus far n does 110t seem to ha\e been tned III COUll) v.hcthcl .JI
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•

•

•

tilc end of thIs 21-month penod the Employment Serllce mUSl allow a person to reappl~ fOl
unemployment benefits a second tlme
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• Title

Author

Date

TopIC

Summary

Document Descnpllon

RegulatIon No 833 " Procedures for A\\.lrdlllg .lnd Payment of Government
Benefits to Clllzcns with Children

Govemlllelll of the RussIan Feder.ltloll

September 4 1995

Sections II MllemllY lea\e benefit, III aile tllllC benefits to women '-' ho h..l\e
been certified b} .1 medical lIlslltUtlon ..IS bCIlI!, III their first-tnmester of pregnancy
IV One-time payment of benefits upon the bIrth of a child V Monthly benefits fOI
c..lre of.l c1l1ld flol11 birth until the c1l1ld Ie Idle, I 1/2 ye.l~ of dge VI Monthly
bcnefit, for c1l1ld I ell

The st..ltcd pro\ 1'1011 provldcs for '-'Olllell \\ It II dllidien JIIeludlllg those Idld-off 111

conneCtlOll '-' IIh thc closure of allY t} pc of ent~TlIII,e

•

•

Mam proVIsIons on worker guarantees

The follo'-' IIlg t} pc, of bencfits are to be p.lId
m..ltenllt} Ic I\e benefits
onc tllllC bcnefit, to ,-,ol11en cenlfied h\ I IllCdl~ II lIl,tllutlon ..IS bemg III thell
first-tnmcster of prcgnancy
monthly bencfits to parents for c..lre of.l dllid flam bIrth until the cluld le.lches 1
1/2 }C.lrs of ..IbC
Illonthl} bencfits for children

MaterDlt) leave benefits :Ire to be p..lld to ,",OIllCII Illd off III conncctlon '-' Ith the closule
of ..In elllerpllse

Bcnefits ..Ire 10 be paid ovcr a t,",ehe 1II011th pCllod begJ11nmg ,",lIh the d..l} on
whIch the '-'Olll..ln was reglstelcd .I, belll!: unclIlploved and '-'III equal the
mlllll11Um S..lllly estabhshed by thc lebl,l..Iture

Pregnant women, certified by a medical mstltullon as bemg m theIr first-tnmester of
pregnancy m..lY also receIve one-time benefit,

Benefits '-' III equ.l! half the mlllllllUIII <;'1111) c'llbhshed by the legls!Jtule

Upon the bIrth of a ChIld, one of the p..llCnh \\ III be plld onc-tunc benefits
Benefits will equal 10 tunes thc IIllnllllUIlI 'WIll"} c,t Ibhshed b} thc leglslJtule

All women hJve a nght to monthly benefits unlll the child reaches 1 1/2 years of age
Benefits will equal the mllllmUIIl S..ll..ll"} c,t..lbll,hcd by the leglslJtule

Commentary 1111S Jct Jw.lIds J ne\\ type of bencfit one tllllC benefits fOI women \\ ho .lIe eel1lfied
..IS belllg III their first tnmestel of pregnancy One should ..1150 note that the one-tune benefits for the
bll1h of..l cluld (III the Jmount of 10 times the mlllllllUIll S..lIJI"}) CJn be paId to either the mother or
f..lthcl of..l chIld RusslJn leglsl..ltlon did not pro\ Ide tlus fOI J long tune
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Document Descrlpllon

Russian Independent UllIon of Coal Indu~trv Workers (PRUP) the MUlIstJy of Fuel
Energy and the MIIllStry of labor of Russl.I

Confirmed by thc Govemment of Rus~IJ on JJnuJry 14 1995

Coal Indust{)' Tanff Agreement of 1995

TIus legal act estabhshes the mllllJllUIlJ 5.11.11) lcvcl condluons for labor .lnd sOCll1
guarantees for coal mdusuy workers Jnd thcII fJnulles and addresses the ISSue
of "employment

• Title

Author
.1I1d

Date

Topic

Summary Thc documelll outhncs cach pJn} s obill-Itloll~ Icg.lldlllg socl.lI-labor quesuons
gcncI.l1 IJbor rclatlons work hours saI.lry vaC.ltlons pcn\lon~ \\olkcr hC.llth and S.lfcty .lnd
estabhshcs.l system to protect "'orker s IIltcrests dUllng tilc rc~tructunng of the coal IIldustl)
IIlclUdlJ1g stipulatlollS regJrdlllg the protectlon of Jobs ~OClll IIl~UIIllCC houslJIg and guar.lntees fOI
ullIon 3CUVity

MalO prOVISions for worker guarantees

TIuec months .ld\.lnced written nouficJtlon to thc lppropn.lle ulllon and employmenl
sCC\lce offices and the federal adnullIstr.ltlon fOl IfTlII'~ leg.lldmg enterpllse b.lnlu1Jpt<..\
under the St.lte PJopcny Fund must bc gl\cn bcfolc .I n1.lS~ l.ly-off m.lY be c.ln led out

A hquldauon COl11mlltee conslstlllg of emplo}cl IIld union replesentatlves IS to bc clc.lted
dunng the closmg of an enterpnse

•
L.ud off workers alC guaranteed

theu basiC s.ll.lry for up to 3 mOJl\h~ \\ lule findlllg .I nCw Job (6 months 111 thc F.lI
Nonh)
12 months of unemployment bencfih Jc<..oldlllg to the folJowmg sC.lle

for thc first 3 months - 75% of thcll b.l~I<" S.ll.lry
for the next 4 months 60% of thcII b.l~IC 5.11..11)

• thereafter 45% of theIr b.lsl'- ,1111"\ .Ilthough no less than the 1l111lJIIlUIIl
sal.llY established b} thc 1cl-1~I.ltliIC

TIlc genel.ll penod dunng which unclIlplo\IIlCnl bcncfit~ m.l} be lecclved C.ln not e\cccd
24 months wlthm a 36 month penod

Employers and appropnate ulllon StruCtUIC~ gU.ll.lntcc \\ ol)..ers laid-off m connection \\ nh
the stafT reductlons closure or reorg.lllJZ.lllOn of .I mlllc the light to reserve their pl.lcC
on housmg waltlllg lists and to use prc-school lI1"tlllllJOnS fOI theIr c1uldlen fOl up to t\\O
years after lay ofT

Commentary TIus TanfT Agreemelllis a legal act ",llleh .lpphc~ only to coal mdustry wOlkers \\ho
.Irc members of the RUSSian Independent UllJon of CO.lI Indll~lJ) WOIkers [PRUPj (.lpPloxlm.ltel}
80% of eO.l1 IIldustry workers) TIle members of tIllS Union .lrc nllncrs .IS well as support sel"\ICC~

employees (engllleers tecluIIlIans etc) and mall.lgcl' IIIcludmg Ro~ugol repleSelllo.ltlve~ TIlelc I~

.llso.l T..InfT Agreemelll which apphes to workcl' "'ho .IIC mcmbers of NPG (lIIdependent union
crc.ltcd m 1989 "lllch only represellls labOl)

TIlc T 111fT Ag'reelllent lI1.lkes the employer or 0'" nel of .III clllcipnsc responsible fOI IIIfofll1lng thc
union .lppJopll.lte Employment Service office and thc Fcdcr.ll Admll1lsll.llJon on Enterpllse
B.ln)..l1JplC} of .ln upconllng mass l.ly ofT

The T.Iliff Agreement IS based on the RUSSia s Lawon COllcCtl\C Agleements TIlere IS.l specl.l!
SCClJon III thc TanfT Agleement devoted to employcc Plotcctlon undel condlllons of coal
rcstl1JctullIIg WId-ofT workers of c10slllg nunes should be pro\lded benefits and compenS:llJOII In
.lceold.lnce wllh the eXlstlllg leglslallon Article 5 of thc RU5Slo.Il1 wbol Code supul.ltes the posslbllil\
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•

•

•

uf jJlovldmg benefits 1JI addition to current law TIlcSC .Iddltlon.ll benefits can be provIded only at the
npcnse of emerpnse revenues In the absence of profit thc Tanff Agreement section regaldlllg
,JJlllonaJ benefits wtll simply be a meanlllgless statement whIch may actudlly promote SOCI.lI conflIct

nl~ Taflff Agreement IIlcludes thc nght of thc elllplo)CI to P.lY 100% saJ.lry to those employees who
II~ on additional vacation due to lack of work .Ind/or funds however this should be menlloned III

the collectlve agreement led nune has funds for addlllonaJ payments (ill accordance WIth the Labor
Code employees who are on forced additional vacallon may receive payments from FES not
c\~cedmg one nllmmum salary - 15 goo rubles - for no longer than 4 months dunn!! one year)

TIle Tanff Agreement stlpul.ltes th.lt dunng m.l<;'~ 1.1) off, Iddltlon.ll SOCI.l1 me.lsurcs should bc
eoordmated wah tile unlons TIllS emphaslZcs the unlOI\~ rolc 111 the ch.lnglllg condiliolls .1IId S.lI.lIICS
dl the enterpnses whIch guarantees labor fights undcr m.lrkct condItions and dddllJonal P.I) mellls to
cmployees of non-vlable enterpn~es
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• Title

Author

Date

Document Descnptlon

Clanfic:lllon No 5 "Mmnnum Unemployment Benefits

Mtnlstry of Labol and Employment of thc Ru-.-.I.ln Feder.lllon

June 9 1992

•

•

Commentary 1111~ act was rendered lllvahd by the P.l~"'lgC or Oldcr No P-4 8-22 ESl3bIJsJulIclIt of
MIliJJ1Jl/11I UlJcmploH/lf:lIt BCflcfits 3f1d Stlpcfld fOI tlic PUlod of P/ofc<;s/ofl:J1 Tr.Wl1Jlg lIfldc/ rilc
DIfCClJOfl of rile El1Iplo~11IclIt S~/v/ce Feder.1l EJIlplo~ mcnl SCI' ICC July 6 1994

50



• Tille

Author

Date

Document Descnptlon

Resolution No 21e "Tempor:ll)' Instruction,> all Plocedures for Calculation of
Unemploymenl Benefit~

MUlIstry of Labol and Employment of the RU:>SI.1n Federation

June II 1992

•

•

Commentary 1l11~ .... .1S the firq .lct to provide fOI ~pe~ Ifl~ \Incmplo} ment benefits However thiS
..leI ".IS lendered lI1\.1l1d .... nh the p.1SS.lge of Regul..lllon 1\0 h77 RC=JSlr.J(JOJl Procedures for
L1/IclI/pl0~cdCJlJZCIIS :IlId COlldll1olls for thc P:JIIIK lit 01 LII<1l1plol mellt BClIefits Govelllment of
the RUSSian Federation November 17 1992
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• Tille

Author

Date

Summa!")

Document Description

Resolution No 432 -Mc.lSurcs for GuaranteelJ1g the Employment of the
Popul•.Itlon In thc E\cnt of wbor Market Cnses In Different Regions of the
Russian Fedel.ltloll

Governmcnt of thc Russian Feder.ltlon

MolY 3 1994

TIle document c~tlbhshcs :I government commiSSion aimed at preVentlJ1g CIlSJ~

SItU.ltIOI\~ on thc rcglOnal labor m.ll kets

•

•

Main proVIsions on worker guarantees

A governmcnt comnll~~lon I~ est.1bhshcd to

• develop cntena thdt would Chdr.1ctenze d IJbor CnslS III dlfTelent reglolls
• dCtCIJl1I11C ICelOIlS ""hcre.l J.1bor ensls IS unfoldmg
• dctcfJIllnc th~ Ic\cl of fin:1nces needed to IJIsurc soeldl gUJrantees
• de\elop.l1I OPCl.ltlllg l11ech.lIllSJl1 to redlstnbute funds from the Emplo}ment

FUlld IJI OIdcl to crcate fedel.ll reserves that WIll guJ ....Illtee suffiCient SUppO'1
dUfllIg CIlSI~ ~ItU.ltlOIIS

aS~lst go\cfJImcnt org.llls by Plovldlllg for

.In.ll\,c~ of the fill.lncl.l1 SltU.ltlOII of enterpn5es lIlStltUtlOIIS 01

olg.lnlZ.lllons expellcnclllg m.1SS l.1y-orrs of workers
the ,u,pcnslon of workcr I.I~ orrs or .I me.lns of cal rylllg It OUI III ~l.lbe~

.I me 1I1~ of lcssenmg workcl hours wllhout lesselllllg numbcl of \\Olkcl',

.I mc In~ of canylllg out m.l~s socl.ll \\ 01 k
COlltlt I O\CI tllnel} notlcc by emplo}ers of 1I1.1SS IJy-orrs Jlld l11ethod~ fOI
kecplII!: ~uch lay-orrs to .I mlllimum

Commenta!") TIle lespolIslblJIIlC~ of thc comml~SIOIl est.lbhshed by thiS .Ict seem to strongl} o\cd.lp
\\ nh thc leSPOnSlbLllllCS of the Emplo} ment Selvlce For eX.lmple accordlllg to Regulation 5) 32
I E~t.JblJsl/ll1C11C of tile Fedcr.J1 GO! C1J1l11ellt Emplovmellt Service of tile RUSSian Fedel':JlJOII
Suplcmc Councll of thc RU~SI.l1l Federatloll June 8 1993 the Employment Service IS to JII.lIIl,C
p lid ~ocl.11 work rescJrch thc Ilbol Ill.lrkel alld control bencfits funds In dddltlOn Regul.llloll No
99 Orga/11Z3tlOll ofJob~ to kSN III Employmcllt DU/Illb Mass Lav Offs SupleJl1e Counctl of thc
Russl.ln Fedcl.ltJolI Febru.ll) 5 1993 Sl.lles Ih.1t thc loc.11 Coullclls of People s Deputlcs undcl the
~Ubbc~tlon of the EmpIo} mCIll Scr\ ICC h.l\c lesponslbtllly fOI suspendlllg lay-orrs 01 C.lII"\ IIlg thcl11
out III ~tJges No cleJI SCp.lr.lliOn or PO\\crs bct\\cCII thcsc t\\O org.1llJZ.lllOIlS IS eSI.lblJ~hcd
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• Tille

Author

D.. te

Summary

Document Descnphon

Decree No 647 Amendments and Additions to the Procedures for the Awardlllg
and Paylllg of U ncmp]oyment Bcncfil~

Government of the Russl.1n Fedcmtlon

June 5 1994

Document contJIIlS amendmenl~ 10 proccdUJc~ for Jwardmg unemployment
benefits

•

•

MaID proVIsions on worker guarantees

CJllzens laid off duc 10 slaff reducuon~ .1nd \\ ho Icglslelcd with the Emplo} ment Sel"\lce
wlthm two weeks aftcr l.1y-off ""ill beglll Iccel\lIlg ullcmployment benefits 2 months JftCI
the day of lay-off If III thJI penod the} \\ele 1I0t Jblc 10 fmd new woil..

Citizens resldmg m the Far Nonh laId off IJ1 conncctlon with the reorgalllZlltlon or
hquldatlon of an entcrprlse .lnd reglstercd $ uncmployed will begm recelvlllg
unemploymenl bencfits 6 months aftcr the dJy of 1.1> off If III that penod thcy were not
.1ble to find new wOlk

All benefits JIC paid Jceordlllg to thc IChlOnJI coefflclcnt

If calculated unemployment benefits .lIe lo\\cr thJn the n11nll11Um wage benefits will be
estabhshed at the mlllimum ~age ~ Itll a 10% IJ1creJ~e for e.1ch dependent

Those hvmg IJ1 ChelllObyl regions and le!:l~tcled JS unemployed receIve
• 20% IIlcreasc III benefits IJ1 zones \\hele SOCIO economIc benefits hJ\e been

estabhshed
• 50% IJ1crease III benefits III zOlle~ ~ hele le\ldents .lIe allowed 10 lelocJte
• 100% mcrease III benefits (up until leloc.1tlon) IJ1 zones wIth forced lelocalJon

Matemlty leave payments to women l.lld-off (~Itlun .1 12 month peJlod PIIOI to offlelJll\
bemg declared unemplo}ed) JII COllneClJon ~ Ith the closure of reorgJn1Lltloll of .111
enterpnse ~ ill equal the mlllllllum 5.11.11)

Temporary ullemplo>mellt .llld maternlt> Ie I\e bencfit~ .lIe gIven as all extension to thc
general penod of uncmploymeJll benefil\

General unemployment benefits cannot exceed 12 ealend.1r months of benefits ~ nlun .111
18 month penod

Commentary TIllS act correspollds ~ nh RegulJuolI b33 Plocedures [01 Awardwg alld Pa~l1lcJ1( of
Go~em/llentBenefits to CJtJzeIIS wIth CluldIeJI Go\crnmeJll of the RussI.1n FederJuon Seplember
4 1995 III .l\\aldmg m:ltellllt> benefits equJl to the mJIIlmum SJ1JI) Both of these acts hov,e\el
contradIct wlth Clanficatlon No 11 (Octobel 7 1993) to Decree No 723 Measures {OJ SOCIal
Suppon ofCwzcns W7JO Have Lost Theu Jobs alld Illcomc and Mlo Are Reglsteled as
UlIelllploved PreSIdent of the RUSSIan FederatIon July 2 1992 v.llIch states that women lJJd off
\\ hue on mat~rnJty ledve will receIve theIr regu]Jr mJtcrnn> Ic:ne benefits

TIus .lct also relates to Regulation No 877 Reglstr:JflOll Procedllles for Ul1emplovcd CJClzel1s al1d
Condltlol1s for the Pavmcllt of Ul1elllploYlllcllt BCl1cfir~ Go\elnment of the RusslJn FcdcIJtlon
]\,o\cmber 19 1992 TIle present Declec howe\er gl\es J mOle detailed outhne of benefits fOI
lesldents of ChelllOb>1 affected dfe.lS and eontrJdlCI~ Regul.1llon No 877 III that It plovldes
unemplovment benefits beglllnlllg two r.1ther thJn threc months after the first day of
une mplo> ment
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•

•

Regional coefficients are established by federal or regional executive bodies TIle coefficients rnnge
flOm I 2 2 depend1l1g on climatic conditions and geogJ:".lplllC.u loc.ltlon
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• Title

Author

Date

Summalj

Document Description

Order No P-4-8-22 "Est.lbhshmcnt of Mlllll1ll1ll1 Unemployment Benefits and
Stipend for the Penod of Profession TIJlnll1g undcl thc Dlrcctlon of the
Employmcnt SeIVlce to

Federal Employment Service of the Russl.ln FcdclJlJon

Jul) 6 1994

Doculllcnt e<;tJbh<;hes thc 1l111lllllUm amounl fOI unclllployment benefits

•

•

Mam proVIsIOns on worker guarantees

MinImum unemployment benefits are to equJI the 11111111llUIl1 5.lJalY (20 500 rubles .1

l11omh) begl11nlllg from June 1 1994

Commentaf) The pJssJ.ge of this Jct lendered C1JI Ilie Juon 1\0) MI/II/IIlI/11 UllcmpJolllu:m
BCl1di/~ Mllllst)) of LJbor Jill} 8 1992 lIIvahd
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• Title

Author

Dale

Summary

Document Descnptlon

Order No 13/53/777/26 13 "Regulallons or thc OrgalllZ:ltlon of Professional
Traullng and Retr.llmng for laid Off Workcr.; and the Unemployed

Federal Employment Service

July 22 1992

Document est.lbh~hcs procedure~ 011 ~CI1I1l!: up tl lllllllg plogl.lms fOI the
unemployed

•

•

Mam proVIsIons on worker guarantees

TrJIIlIIIg IS for tho~c \\ ho h.l\c rcgl~tclcd I' unc1I11110\cd TIlose stLl/ on benefits are gl\CII
pnonty

• Trallllllg IS .lulled .11
• retraullng \\ orker; unable to find a Job 111 thClf field or who have lost theIr ability

to .... ork 111 thclr profession
Ir.llllll1g pcr,on~ \\ Ilh no profe~slon or \\ ho~c Job requIres a second profession

• rJlslllg .... o r\..c I qU.lhficJlIons

• TIlc Employmenl SCI"\ ICC .... L11 .lrr.lngc conti 11." \\ IIh cntcrpmes thaI CJn pro\Jde the
worker with.! Job aftcr trall1l1lg IS completcd (Ill LoopcroJtlon with qUOl.lS est.lbhshcd b}
the leglsl.1ture) .lnd thcn C.lrl) out thc tr.llllln!: COUf'C~

• TI.lllllllg cour.;es '" III lI~ually l.lsl up 10 6 monlh, Illhough III "Ollle CJses mol} eMend to
O\CI one YC.lr

• A111l •.mllng costs IIlLludlllg COlllpCnS.ltloll fOl \\or\..cl" "'ho nllght need to commule 10 Ihe
tr.lllllllg celllel '" L11 bc p.lld for by lhc Emplo\ lllCIll SCI'ICC

Commentary TIlere IS Jiso a scp.lfate aCI Resolution No 224 OlgJIlIZatJOJl ofEmrepreJleunaJ
TI.JJJJJl/g for rhe UJ1(:mpJoyed GO\elllmelll of thc RUN.ln Fcdcl.lIIOn M.lJ'ch 7 1995 which
spcclfic.llly provIdes elllrepreneufI.ll lrallllllg fOI uncmplo\cd .... or\..cr.; TIle entrepreneufI.l1 tnllJlIng IS
to bc offcled b} the Elllplo)lllcnt SCf\ICC JS J IllC.ln~ of 111 011101 III!: sm.lll bUSllless gJowth

WOI\..ers :lIe to recel\C a stipend durlllg tr.lllllllg '" Illch ColnnOI bc Ics~ thJn the amoulll the} would
receive .lS unemployment benefits TIlese workers .lIC thcn chglblc for regular unemployment benefits
oncc their trJllllng has been completed
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Plesldcnt of the RussIan Federoluon• Title

Author

Decrec No 471
RIghts

Document Description

Additional Measures for the Protecuon of Cmzens Labor

Date

Summary

Aplll 21 1993

Documcut cstJbl "hc~ gUJrantees to workers durmg the closure of an federally
0\\ ned cntcrpn'ic

•

•

Main provISIons on worker guarantees

• Whcn .In Cll\Crpll~c undcr fcdcrJI owncrshlp IS dcclJrcd bolnk.mpt laid off v.orkers .lIe
gIven pnont} for

• no less thJn -0% of Jobs III govenlll1cllt cnterpnses establJshed 011 the base of the
old ellterpnsc

• purch ISIng thc cnterpnse If the bid of the workers matches or IS higher than the
bid of .In} P<.I"PC~tl\C buycrs

WOlkcr<; fOIl.cd to \\"11. Ic~s tlun .I full work dJy or .... ork \\eek as the ICSUIt of .Ill
Jgrccll1cnt bCI\\cCU tllc cnlcrpnsc Jnd thc Emplo}ll1cnt Scrvlce (due to econOIlllC
problems .J! Ihc cntcIJlII'iCS) wLlI recelvc monthly compensatIon from the Emplo}ment
Servlcc fOI 2 b JlI01J[h~ P.lYll1ellts .... L1J be mJde out of the Emplo}ment Fund dnd \\ilI
not cxcccd thc mllllillum salolly

Document lccommcnd~ th:lt the governmellts of thc repubhcs regions oblolStS
autonomous Icglon~ IIld CltlCS .lIong wltll Joc.l1 CoullcLls of People s Deputies use fUlld~

flom the SJIe of gO\<.Inlllcnt enterpllscs propcl1} of bJIlk.11Jpt enterpnses 01 thc lelltlllg
of lolnd to olgJnlZC II IInlllg program~ and pJld socIal work for laId off wOlkers

Document Icc.ommcnds IluI enterprises adl1lllllstrJtlons sign olgreell1ellts "'Ith v.olkers on
avallabllJl} .Iud pJlllClpJtlon III tramlllg and retrollnlllg programs

Commentary TIllS IS thc onl\ Jctlllg dCClcc that plo\ldc~ COll1pcnSJtlon fOI v.OIkcrs v.ho .lIe belllg
fOlccd to v.Olk less thJn J full \\0110.. dJy or work v.eck cvcn though one of the lesponSlbllltleS of thc
fedcloll COmmiSSIon estJbhshcd III Rcsolutlon 432 IS to develop plJns for reducll1g WOI kel hours olS J
lllCJn'i of 5:1\1118 Jobs Anothcl .ILl covering thIS tOPiC Order 67 NCompeJJsatJOJl to WorkeJS of
Ellfc,plJ~es 1JISlJtulJOII~ .JlId O';:.JlIJzalJolls ForclJIg WorAeJS to Less Iilall a Full WOJA Day or
HOJJ. WeeJ. FedelJI Emplo}IIlCIlI SClvlce MolY 26 1993 v.JS repeolled on Match 6 1995
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• Title

Author

Dale

Topic

Summa l1

Document DescnptJon

NPG T.Illff Aglccment

Mnllstly of Fuel .Ind Enelgy MllllStly of wbol l\ PG of Ru~sl.I

M.Irch 5 1993 "nh amcndmcnts and JddlllOn~ 011 AplIJ 29 1994

Section ~Employment

The documcnt outlines thc mam guarantees for workers of closmg mllles

•

•

Mam prOViSions on worker guarantees

Tanff Agreement to bc renegotiated CVCI) tlllcc ~C II"

• Employexs to give ) ~ car advanced notice of IJ~ oIT 10 \\ OII..CI,> and the Employment
ServIce dnd workers After sueh nouce they

• may not hlrc new workers after notlcc
must devclop J ".ly to reducc hou~ "nhoUl IcduCIIII: thc numbcI of \\orkel'>

• must offcr thc transfcr of "orkcrs to Jnothcl nllnc .Ind PI) JIJ Icloc.ltlon costs
must .l~SSISt \\orkcrs III findmg ne" Job~

mu~t pJy fOI \\orker retrallllng
must .ldd moncy to workers stlpend~ to mJ1Lh thclI Icgul.Ir bJ~IC S.11Jry
must offer \\orkers 2 year early pellSIOI1 Ic I\C
IllUSt aIJow workers to retalll their pi ICC on hou~lI1h II~t~ Jnd u~c ddV CJre fJclhtles
for thcII chlldlen for two yeJI'S
must p.ly fOI ~O% of COStS JSSOCIJtcd \\ IIh IdOL 111011 lIIc1udlnh t1J\el costs plu,
ShlppIIIg COSh for up to 5 tons of b.Jm,Jgc (othcI 50<;C of LOStS p.Jld flom StJtc
budget)
If temporal) \\01''' stoppage must find Jnothcl Job III ,Jmc faLtOI) for wOlkel

Commentary TIle NPG IS the breakaw<ly IIIdependcllI co 11 unloll crc.Jted III 1989 "hlch unllkc
the other co.J1 ullJon only represents labor ApprOXlIllJtcl) 20'( ..0 II ~cctor "01 kCI'S .lIe N PG
members The NPG Tanff Agreemellts prOVIdes more bcncfih th 111 thc C\I~tlllg wbor Code Jnd
reldted legJI Jcts one yedr notIfication addItions to rC1IJIIIIIlh ~t1Jlcnd~ Thc 1'< PG TJnff AgleemcJ1!
also cxcccds thc benefits offered III the agreemcnt slgncd b) thc OffiLIJI UIIIOI1 (PRU P) whIch I~

eVldencc of NPG s stJength

Addltloll.J1 bcncfits Jlld LOlllpenS.1110n to cO.ll scctor \\orkcI" mcntloncd III thc T ..Iliff AgleemCllt JIC
1I0t COOldlllJtcd \\Jlh finJnclal Jnd other capJbllJtle~of cJ1lclpn~c~ Thc legulJtlol1 .lbout one yC.l1
IdVJIICed nltlce of dl1 ellterpnse s closmg IS pOSltlvC bCCJU~C thc cmplo~ce~ h.l\c more tUlle to SC.llch
fOI J Job th.lII ullder the wbor Code However thIS lllC.l~UIC m I~ bc cOllsldclCd to bc .lntl-lll.llket
Jl1d dc~t.lblllzlllg tO.l ceJ1am degree whIch Illay detenOl.llC thc p~~chologlc.l1 cllm.ltc Jmongst
"olkers In the COUI'SC of the year after the announcmcnt of thc nllnc S closmg thc employecs m.l~

fcel UI1CCJ1.llnt) rcductlons III labor productl\lty IS qUJlc plob.lblc Actu.ll mille closlllg mJy Uke
pldce sooner th.ll1 III J ye.lr due to the abovementloncd clrcum~t.Jnccs

Thc NPG T.JTlff Aglecmcnt obliges an employcr to pJ~ pCII~lon 2 )C.II'S bcfolc pcnSlOII .lge flOlll thc
IC\eIlUe~ of the enterpllse Implcment<ltlon of thiS mCJ~Ule I~ \CI) problem.JtlL .JS c10slllg nlllles ..IS I
rulc do no! ha\e funds to Jeallze thIS program

ThiS f.Jct ~hould be eonsldeled by NPG and other P.lJ11CIP.JJl\~of the T.IlIff Agrccmcn! plOce~~ \\ hell
dc\eloplllg thIS documelll Jll 1996
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Document Descnpllon

Sakhallll NPG T.mff Agrecmcnt

Sakhallll branch of N PG coal stock COlllp.lll) S.I"11.11111 Ugol

M.uch 25 1995

Section 9 Employment

Summary TIIC doculIlcnt outllllcs thc lll.un guarnntccs fOI \\orkers of closmg nunes

•

•

MaIO provIsions on worker guarantees

• T.mff .Igrccmclll to bc rcncgou:lled c\cr) tlllCC \C II'

• Employers to gl\C ! ~c.lr Jdv.lIICcd noUcc of II) off to \\olJ..cr<; .Iud thc Emplo)ment
SCf\ ICC olnd worker<; After sueh nollce thcy

n1.lY 1I0t lurc new workers aftcr thc 1I0tlCC
• II1U<;t dcvelop I \\JY to reducc hoUl'i \/'Ilhout IcduclIlg thc number of workers
• mu<;t offcr to transfcr workcr<; to .Il1othcl nHnc lIld Pol) .III IClOC.lUOII coSts
• must .lSSSISt "olkers III findlllg nc\\ Job.;;
• must poly for \\orkcr rctl.UlIlIIg

mu.;;t add moncy to \/'orkers stlpcnd, to 1II1J..C thcm cqu.ll thclI Icgul.lr b.l~IC

SJIJI)
mu<;t offel \\olJ..crs 2 yeolr CJII} pCllslon Ie I\C

• IIIUSt .Il1o\/, \\orkers to ret:llll thclI pl.lcC 011 hou~lII~ IIst<; Jnd use d.ly colrc folCUIlIC<;
fOI thclr chIld fcn fOI two }C.ll'i

• lllu,t P.l\ fOI ~O% of co<;ts ol<;sOCI.ltcd \\ IIh Iclo~ 111011 lIIe1udll1g uol\el cOStS plu~

S!lIpplIIg COSh for up to 5 tOIl<; of b.lhh.l!:C (othcI :>oce of co,ts p.lld f10m Stolte
budgct)
If tcmporolf\ \\01" stopp.lge II1U,t find InOlllcf Job 111 <"Jmc f.lctol) fOI \\olkcl

Commentary TIIC S.lkJl.l1l11 N PG Tanff Agreemcnt C>..Ictl\ lcpe Ib thc terms estJb1lshed 1I1 the
IIJuo1I.l1 N PG T.Iflff Agrcemcnt
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Legislation System of Russia
(1I1fol1l1.ltlon notc)

General structure

III J.CColddllce with the ConstJlutton of the Russlall Fcdcl.ltlon .ldoptcd 011 Dcce1l1bel 12 1993
which proclaImed the principle of the separatIon of power thc RUSSI.lIl Leglsl.ltlOIl IIIcludcs fedCl.l1
11\\ (thc most .luthont.lttvc :lIl1ongst thcm .lIC \.lIJOU~ codc, CIJ1I1111.11 Codc CIVU Code wbol
Codc etc) Acts of thc CoullCti of Fedcr.lttoll .llld thc DUIlI.l

PrcsldentlJ.1 and Government Acts as well as Act~ of thc M 1II1,1IIC~ of RussI.l .lIC Ilot JIlcluded III the
LCglSl.ltloll Systcm .1IId .lIC C.lllcd Non legIslatIve Acts with Force of Law

TIlc COllstltutlon of thc Rus~11 dcfincs areas" hlch J.rc to bc Iq,ulllcd by fedcr.1l I.lv. The fo rll1C I
LeglslJtloll S)~tcm IIlcludcd fcdcl.lI 1.1" and PrC~ldCII1I1I lIId GO\CI 11 I1lC III Act~ Thc ~)~tel1l h.l~

ch.lllgcd but could not bc IIll1llCdl.ltcly replJccd b) fcdcl II 11\\ 1hcICfOlC J ~pccl.l1 Icg.ll ICgllllC fOI .I
tr.lllslllOn.l1 pCrlod ".l~ IIItroduced DUllllg thl~ tnllc PIC\ldUHIII 1I1d GO\ernl1lCllt Acts .lS "cll .l~

some of SovIet UlllOll )Jv, Me ~1l11 IJ1 elTect whcre thc) do not \.ontrJdl\.t fedel.!l IJW TIley cxpnc .It
thc tnlle: .I concspolldlllg federal law IS adopted CllJptct 15 of thc COllStl1U!lOll st..ltes that a nev. IJv.
01 IcgJ) Jct Illa) not con!lJ\cnc the federal COllSlItutlon

2 Delimtaons

a) AccOJdlllg to thc COllstllutton thc officI.l1 IlJ1I1C of thc l.OUllln I" 1hc RUS~llll FcdclJtlOIl Ru~".1

III officl.ll doculllcuts both U.lI1lC, lll.ly bc uscd thc RU"IIII Fcdcl.ltlOIl .Iud Rus~l.I

b) RUSSIJ IS dl\lded UIIO 89 IdlllllllstrJlJve Icglon" (CIl) ICeIOU' (obll~1 .Iud kr.lI) .lutouomoll,
rcpubhcs Mo~co.... .1ud 5t Pctcr~burg) These .1d11l1ll1~lIJII\C 1I1llh h.l\C cqu.t1 IJght~

c) Russl.1n P.1rltament thc Fcdcral Assembly COIl~I~I~ of 1\\0 Ch lInbcl''' Ihc COUIlCU of Fcdcl.ltlOIl
.Iud thc DUIll.l

d) III RUSSIJ thc GO\Clllmellt I1IC.lIlS execUlJ\c PO\\CI III III offil.I.l1 documcnt~ II S.l)S thc COUlltu
of MIIII~tcl" - Go\ernmcllt of thc Russlall Fedcr.ltloll Thc DUIIlI 01 thc COUIlCU of Fedel.llJOIl .IIC
1101 thc GO\Clnlllcllt III Russian offiCial \ermlllolog)

3 Federal Laws

J I AlI'I/O"'! of tl/e RIJ'~J:1J1 Fedel.JtlOJl

.IdOPIiOIl of .Illd .IlllelldmCllls to the fedcl.l1 Con,tllllllon .lnd fedcI.l1 l.lwS 0\erslg1lt of
IIllplc mc 111.111011

tClnlOI) of thc RUSSI.l1l Fcdcr.1II01l and fedclJI dl\ 1\1011

Plolccllon of hUIllJn lights .ll1d freedolll~ CillZCIl~llIp ,,,UC' 1I~1l\' of I1ldlgellou~ POPUIJ.IIOIl

SlIlIctUlc of fedelJ.1 lcglsl.lll\C bodIes exccutJ\C .llld JUdll.lll PO\\crs CICJlIOIl of Slructulc of
fcdcIJ.1 gO\CrllIllcnt

fcdCIJI PIOPCIl) federal 0\\ ncrshlp system

fcdclll polle.) .Ind fcdcl.ll plOgram fOJ lcg.1l CCOIlOlllll. ell\ lIonlllcIlt.11 SotlJl cultul.l1 IIId
I1ltJOll.l1 dc\clopmcilt of RU~~I.l

IcgJI rcglll.ltJon of domc~tlc commoll lll.1rkct Icgul.1I101l of fil1J.lh..C~ hJ.ld cuncllcy cu,tonh
PIIl.Ill~ fcdc 1.11 fill.luCIJI -igcllcles (fedcr-i) b-illk~ .11 blll.lllOIl ~t.ltJStll...S .I~ellclcs)

fcdc1.11 budget fcdcl-i) taxes .llld duties regl0l1.11 dc\clopmCIlI fUllds
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•
feder.ll electrlcl!} nctwork nucle::tr Illdustry fedcl.l1 tlJII~POI1 I.lL! rO.ld COlllll1UIllC.lllOnS SP.lCC
PIOJCCIS

foreign pollc} Jlld fOlclglI IclJtlOIlS of RUSSI.l IIltcrn Ilia II I! 19recmcllts Issues of V..ll .1Ild pe.lCC

foreIgn trade relatloll~ of RU~~lan

Defellsc Jlld SCCUnlY Defensc scctor procedure for procurell1ent and sale of arms ammunitIOn
nllllw.ry tldllSpOl1allOIl other dcfcnse sectol ploductlOIl ploductlon of pOIsonous chelluc.lls JlId
drugs and regulation of use

SlJlU~ Jlld dcfell~e of Illld ~e I JlId .111 borders 1~~llC~ 011 flee tlldc zOlle~ Jlld ~eJbcd bordcl'>
Inotc ~CJ bcd bOldcr~ do 1I0t corrc~pond '" Ith ~c I ~lIIfiLC bordcr~ Jlld JIC IlllpOl1JIIt ..IS thc~

perllln the cxtrJClIOIl of IIllllcIJI resourccs bc}olld ~c I '!IlfiLL bordcrs)

JUdlCl.l1 sy~tem procedulc for public PIO~ccutlon Cllllllllll tnJI J.lld eXCCUtlon IcglSIJtlOII
amllesty and clemellcy ISSUC'> CI\ II .llld .lfbl1rJtloll 1cl,1'>lllIOII rcgulJuon of IlItcllectu.ll propCI1\
ngllls

ICgl~IJlIOIl plC\Cnlllll, COlltl IdICtIOIl~ Jl110llg~t c\l,>tlnl, II'"

o\crsight of \\CJthCl fOICL l~t Jgcllc~

mCJ~UICIIlCJ1l gcodcs~ Jlld cJl1ogrJph}
.lCCOUlltlllg ~} ~tCII1

StJlldJld~ of IIlC I,>UICII1Cnt
nJII1C~ of I.IlIC,> ICI,IOII~

mClnc system alld tlille
etc o ffic 1.11 St.itlSlICS Jlld

•

•

gO\CIllIllCIlI J"'Jld, Jlld hOllollblc tltlcs of RU~~IJ

gO\Clllll1cnt ClI1plO\IIlClll

1>1 !s,lIes undel (he AlIllJOIlB 01 (fie RIIS~/.J1J Feder-woll Jlld R, _lOll JI AdllwlJsCJJIJOnS

cooJdmJlIon oflJ."'s Jnd COII'!I1Utlons of Jutonolllou,> lcpubltL~ rCl,lonJl/locJl IJ"'S Jnd legJI JCIS
'" Ith lhc COnStJlutloll of thc RUSSIJIl FederJlIon Jlld fcdcl II ) 1\\

protcCtlOIl of hUIIlJIl Jnd CI\II nghts Jnd flccdolll~ PIOICdlOIl of 111,1lt'> of IIldlgenous populJtlon
PIO\ 1~lon for enfolcclI1cnt Jlld public SCCUllt} o\c"'leht of ICl,IOIIJI bOldcrs

o"lIc~llIP u~c JlId IIlJIIJgClIlcllt oflJlld "'JtCI IIlIllCIJI Illd othcI nJlulJ.! leSOlllces

dlSlIIbulion of SIJtc plopcn}

CII\Jrolllllcnl protcC!IOII Jnd PICSCl'\JlIOIl plotcc!cd IC'L"\..' PI01CI.tlOII of hJ'IOIICJI .llld CUI1UIJI
1Il01lUmClI1'>

edUCJlIOn ~clcncc CUI1UIC Jlld spon

hCJllh CJIC llglm of the f.lnllly JSSUC~ conLClnlll1, mOlhcrs f.lthcrs J.nd chL!dlen soclJI
PI01CCtlOn

PIC\CIlIIOn of dl~~tcr<; epldclIlll.~ Jnd clJlIllllJ.1I0n of thcli LOIl~cqllCIlI.C~

unified systcm of lJ>.Jtlon Jnd dut> collcctlon 111 Rus~IJ

Jdmllll<;tlJtI\C IJbol fJmll~ houslIlg "'JtCI IC<;OUILC'> fOlc<;tI} mlller.!1 JeSOUlces ..lIId
Cn\1I01l1llCnl ICl,I~IJtulc

O\C''1I,IH of LOUI1 pcr~onllci Jnd othcl gO\CIlllllcllt ~Cl'\ 'LC~ (polrcc lJX ll1<;pcclJon cu~tOIll~ ClI.)
Icl, 11 l> 11 nO!..!I, public lI1~l1lu110n
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•

protection of JI1.chgcnous popu!:ltlon terrltoncs and traditional hfe style dnd CUStOIll~ of ~IIl.l11

ethl1lc groups

cooldJl1atlon .lnd CIC.llIOn of b.!SIC pnnclples of cOlllmon system of gO\ClnlllClll bodlc~ .Ind
Icglon.!1 authontles

coordmatlon and rcgulJtloll of coopcrJtlon ties of thc regions v. Jlh other COUlltlles comp1JJllce
\\ Ith IIlICrndtlOnJI agreement\ 10 whIch Russia IS .I pJl1y

The above mentloncd I~~UC~ .I1~ Ic/:u!.ltcd b} fcdcrJI (.Iv. correspondUlg reglondl Icg.l! .Icts .Iud othcl
Icgal documel1ls ACCOldlllg to lhc ConStllUllOn of RussI.! federal law~ Illay not contravene the
COnSlltUlJOn

Othcr Issues nOl cltcd 111.1) lIId b) .Irc Icgul.ltcd by I.lv. resolutions JI1structlons .Ind olhel Icg.l!
doc.ul11cnts .!l the Ic\c! of .Iutonolllous rcpubhc~ .Ind rcglon~ Jnd Illay not contl.!vene feder.l! I.!\\ 01
thc ConstitutIon

4 Procedure for adoptIOn of federal law

Federal ConstitutIOnal laws rc/:t1ll1c Issue~ undcr thc JUII~ICtlOn of the Russl.ln Con~tltullon A 1.1\\ "
.Idoptcd If It reCef\CS .Ithlcc fOlll1h~ Ill.lJOfll} votc ofthc Council ofthc Fcdcl.lIIOn Illclllbcr.., .Ind 1\\0
thnds Ill.ljonty of DUIll.l dcpull~'

Federal laws arc .Idoptcd b) .I 1I11jOIIt) \otc of DUIll.l dcpullcs Aftel J 1.1\\ IS .Idoptcd b} Ihc DUIIl.l
It I~ ~cnt 10 lhc Council of thc Fcdcl.lllOn Jnd clthcr COnfiJJllCd or rCjcctcd If .I 1.1\\ I~ ICjCLlCd It l~

~elll b.lck to thc DUIll.l fOI .I ~c~ond IC.ldlllg If t\\O thlJd~ lll.ljOflty of DUIll.l dcpulle~ \otc III f.l\ol of
thc dlJft .Iftel thc sccond IC.ldllll: thc dl.lft IS adoplcd

All fcdcIJI1JWS .IIC to bc slgncd 1\ thc Plcsldcnt Jnd I\JU.lblc for nJtlon.l1 IC\IC\\

5 Legal Acts or the Federal Assrmbl} Chamber

As c.J!cd the Council of thc Fcd.IJtlon Jnd DUIll.l Ill.l} .Idopt 1.1\\s and other leg.l! .Ict~ \\hcIC thc\
h.l\C junsdlclJoll .IS dctclJlllllcd b} thc RUSSJ.l1l Constitution (Artlclc~ 102 .Ind 103)

6 Procedure for adopting and categones or Non legislation Acts with Force of La"

In .ICLOld.lllCe with the fcdcI.lI COIl~tItUtIOIl the Prcsldelll Issues Decrces .Illd Oldcl.., \\ IlJch c 1111 thc
.IutholJ!} III RUSSIa Decrees .Illd Oldcrs ~hould not cOlltl.l\CnC thc Constitution .Illd fedcI.lI 1.1\\,

all thc bJSIS of the COIISlltution fcdcr.ll IJv.s Jlld P1C~ldcllll.l1 Decrec~ thc GO\ClllnlCIll of RU~~I.I

,,~UC\ Dcclees Jnd Oldc~ \\ hlch IllJ} bc dccl.llcd 1Il\.Ihd If lhc) COlltJ.I\CIlC thc COIlStltUtlOIl fcdcl.ll
1.1\\ .Ind/ol PreSldCnllJI Dcclcc~

MIIII~lfICS .Illd othcr gO\CI nJllcnt bodlcs Ill.l} adopt Dccrees Orders InstJ1JclIons etc Oil \.I110U~

I~'UC~ \\!lIch lequlrc IcgJI IcgulltlOIl TlluS .lccoldlllg to thc Prcsldentl.lJ Declec Fcbru.ll) 16 1992
thc MIIII~!ry of Labor I~ IllJlld.ltcd to Jdopt resolu!Jolls 011 I~sues undel Jts JUI IsdlCtlOIl Jlld to PIO\ Idc
lII~tnJCtJOII~ COIlCCflllllg Plc~ldcJl!J II .Illd go\cfllmclll.l1 Dccrccs Jbout IJbor Jlld cmpJo} mcnt Iclltcd
qllC\!JOIl~ DCC.ICC~ Jlld Rc~olutJoll~ of thc MIIlI~try of WbOI Jrc obhgJtol)' fOJ all mllll~tlleS othcl
go\crnmclII bodlCS tOC.l! C\CC.UlllC .IuthOlJtlcS .!nd cntcrpnses of .III llldustJ) elllerplJ~cs

7 Local regulatory Acts

In .IddltlOIl to Fedcl.ll W\\S Lq,.I1 Acts and NOll Leglsl.ltJOIl Acts wIth Force of L.t\\ thcrc C\J~h 1

S} ~tCIll of Loc.!1 Rcgul.ltol) ACh th It focu~ 011 thc rcgul.ltloll of cIvil alld lJbor reJ.ltJolI~

SOLI..!I .Illd I.lbol IcIJ!JOIlS III RlI~~I.I .IfC legul.ltcd not olll} by thc I.lv.s alld Icgul.ltJOIl~ Icfcllcd to
hCIClIl but Jlso b} :tgrcclllcllh o\crall Jgrecmelll \IoJgcs (ldnfl) agleemcnt SpCLI.l1 (legloll.Jl)
Jglccl11cnt collective b.lrgaulIlll: .Igrcement and IIldl\ldual (between a workel Jlld JIl elltclplI~C)
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.Igreement 111ese agreements may not weaken the SI.l[U~ of .J worker .l~ compared to the eXlsllng
leglslalloll and Non Leglslallve Aets with Force of W'"

7 International Law

A~cordlllg to the Russian Constitution generally accepted IIIlcrn.JIJOIl.l1 sl.JlldJ.rds and regulations .IS
well as Ultematlonal agreements signed by Russia are Uleluded as part of Russia s legal system If an
IlIlernaliollaJ agreement mand.Jtes dlfferellt rules .Jlld ~t.Jnd.Jrds th.lll RUSSIan legal system the
IlIICrn.lllollJ.1 .Jgrecmenl IS consIdered PJloJlty
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Name of Document Federal LJ.w Procedure for Resolvmg Collective Labor Disputes
Issued by State Duma of the Russian Federation
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General tenets
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Content Chapter 1 General GUidelines Chapter 2 Procedure for Resolvmg a Collective Labor
Dispute Chapter 3 RIght to Stnke Chapter 4 Responsibility for Breakmg the Law on Collective
DISpute ResolutIon, Chapter 5 Conclusion

Chapter 1 descnbes the tasks and scope of the Law s apphcatlon and defines collective labor
dispute Unlike the prevIous Law on Stnkes (May 20 1991), the new law clearly defines Mstnke
as a temporary work stoppage (total or pdrtlal) With Intent to resolve a collective labor dispute

Chapter 2 descnbes the procedure of settIng forth demands and manner of dispute resolution
(conurusslon/medJator/arbltrage)

Chapter 3 conSIders ISSues of announcIng and conductIng a stnke responslbllittes of partIes
dunng a stnke cases when a stnke may be conSIdered unlawful A speCial Article regulates
guarantees and legal protection to employees 1Il connection With a stnke TIle Law prolublts
lockout

Chapter 4 descnbes employer and employee responsibilItieS for the Inappropnate settlement of
collective labor dISputes

Commentary The new Law IS a real Improvement m companson with Its predecessor TIle formel
law prolublted stnkes at ral.1roads and public transportation passenger aVIation commUnlcatton
power generation defense government bodIes police and contmuous operations whIch 1l1J.~

cause dangerous ranuficatIons If Interrupted In the abovementioned branches of NatlonJ.]
Economy m accordance WIth the fonner law any stnke would be conSIdered illegal even If
stnkers put forward lawful and Just demands

In accordance WIth ArtIcle 17 of the new law the follOWIng stnkes are conSIdered to be illegal

stnkes announced WIthout a proposal for reconcl.1latlon (dISpute resolution
comIIllSSIon mediator or arbitrage)

stnkes threatenmg constitutIonal order or health of CItIZens (ArtIcle 5S of RusslJ.n
Constitution)

stnkes ill police and prosecutor s office Federal Intelhgence SeIVIce If they
threaten secunty of the State

m state of emergency

In accordance WIth the fonner law If a stnke was conSidered to be illegal (wluch IS to be decided
by court) dlscIplmary penalties nught be applied to stnkers In accordance WIth the new lJ.w
(ArtIcle 22) penaltIes may be applied to stnkers only If they dId not stop stnklllg the day after J.
court had ruled the stnke to be illegal

The new law prolublts lockout I e lay-offs by an employer dunng a stnke It also prohIbits
hqUidation or reorgan1Z3t1on of an enterpnse dunng a stnke
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nll~ F<:tkrll L 1\\ ddille~ trll11e\\ork of th<: ~llte poll'-\ l.OIIl.ernlllg '-011
prodlldlOIl \lId lItllll \[1011 \Ild regllht<:,> rd 1l101l~ \\hll.h t 11-..<: pll'-<: III th<:~<: ..I,-tl'dtle~

)pe\"llllle~ \\Illdl detenllille the ~tl!e policy III the where 01 ,-Ol( production ..Ind
WIlI/1l1011 Ire tit\,. tol10\\Il1g

\,.0 II I~ the 1I10~t 1111POrt:llll ellerg\ C:lrner

geologlc:l1 l.OlldlllOlh ot cO'll depo~lt'\ deterlllllle dlffil.ullt<:" lIld rJ"k" of l.0'l1
prodlll.tlOIl

\,.O..l[ product 1011 ellterpme'\ :lre l.haractenzed b\ "I l11gh l. lPlt:l1 IIlten,,1t\
Illertlle~~ of producltoll c\cle deillalld frolll regular reCOl1:,tructloll technologlL,I
prOLe" 01 LO..ll product 1011 dellnlld~ reglll..lr lll\e~tlllellt'\

Oper:ltlOl1 of CO:l! elllerpn~e~ :llld utlhz:ltlOIl of coal "IS luel h'l\e neg'ltl\e
emlrOnlllell!:ll llllP'lCIS

hquld,tlOl1 ot CO:l1 elllerpme'\ bec'lll~e of e\hau'\tlllg ot co,1 re~Ollrl.e:, 'lnd nOIl
dticlenl.\ of the 'lbo"e-llIentloned ellterpnse~ C'1u~e 1lI'l:,~ lo.\offs 01 the \\orkers \\ho
h l\e no other profe~'\lonal sklll~ 'lnd determllle need for of lIle::t,\ures 011 theIr ,,0l.1 II
proted lOll



• CHAPTER I GE~ERAL PREPOSITIO,\S

Art Icle I BdSIC concepts

Follo\~ 1I1g b l~IC conceph lre lI~ed In tile Fedenl L.1\V

~t,te finlllce ~upport - tln1l1Ce~ .llloc lled b\ the go\erlllllellt for pro\l~IOll nl
,[ lble openllon of Lo,l produLtlon enterprl~e,

co,l re~truclUring Illoderllllatlon of
productIon (preparatIOn) enterpme~ 111 order to
(preparation) enterpnses solve ~OClo-econonllC

(preparation) .lnd provide envlronlllental protection

IlI1nufaclUrJllg process 11 LO 11
create emclent coal productIon
problems of co'11 production

•

•

LOll entapme -- JUrldlL II per~on whIch h 1~ 1 leg.ll ~tllU~ ~lIpulated b\ tile
<"1\11 Code of the RU~~Jan Federllioll '1nd whIch I~ cre'1ted 1~ profit'1ble orgalHZ1(IOn
tor the purpo~e~ of coal produLtloll (prepanlIOn) marketing of coal and c011
prndllch

Loal utllizallon -- u~lIIg La 11 1S '1 fuel for 1I1du~tnal 1nd ilou~ehold he lllllg
'\'(Llll~ pWLe"lllg ot CO.lI III order 10 get ~ohd lIquid and ::: beOll~ refined elierg\
re'OllrLe~ 1lid producllon for LhellllL Ii 111d IlIedlL 11 1I1du~tr}

d.lngerou~ Jobs -- Jobs connected WIth geologIcal and g.l~ hLtors \\ IHLh 1re
dlttlCUlt to foreca~t and whIch are d mgerous to the worker slIfe

unsafe Job~ -- manufacturing processe~ and/or Jobs IIlcludlng f1ctor~ whIch .lre
d lllgaous to \\ orker health

afterwork rehabilItatIon -- complex of medIcal and health measures after
\\ orkll1g hours aimed at medical treatment of phYSIcal and psl\\ chophyslcal dl~orders

of \\ orkers .caused by unsafe worklllg conditions

Article 2 legislatIOn on state regulatIon of coal productIOn and utlhzatlOn
specifics of social protection of COdI \\or"ers

Legl~htlon on ~t.:lle regulation of cO.lI produLtlon lIId utIllz.ltlon ,peLIfiL~ ot
,0Ll Ii prolectlon of coal \\or"-ers I~ based on the Comtllullon of the RU~~l1n

FederatIOn and CIvil Code of the RU~~lan FedentlOn It comhb 01 thIS Fedenl l'1w
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•

•

kg 11 ll.. t\ of l!l<.. RU\\1 III I <.. tie I 111011 111(.1 1<..1::- d ILh of t!l<.. \UbJeLt\ of IIl<.. RU\<'11I1
f ederJ.tloll LOlllplvlllg with llll~ [<..del 11 L 1\\

Artlck J Sphere of elTect of this Federal Law

Tim Fedenl L lW 1\ dfeLll\e 111 Ihe lerrllorv 01 the RLMllil FederJ.lloll II
LO\er~ LO 11 productloll lIld prep'lratloll 1l1lne buildlllg nll11e-re~cue ,ervILe\ of coal
ellterpn~e<, ~Iale \upef\ 1\1011 'llld cOlllrol 0\ er \ lfelv of \\ ark\ l.OlllleCled \\ Ith LO 11
product 1011 1I1d prep lral 1011

CHAPTER II ST-\TE REGULt\TION OF COU PRODUCTION

MD UTILIZATION

Article -I GUidelInes of management of coal productlOll and use

\llllJ.gelllenl of Loal productloll 'llld u\e I~ b l\ed Oil Ille tollO\vlng pr1l1Llpk~

11I1I11gelllelll 01 \Iale property 111 Ihe '>phere ot LO'l1 producIIOIl (prep lrHlon) 1\

[0 be cJ.rrled oUI b\ Ihe Go\ernlllelll 01 Ille RU~\Iall Federalloll e\ecutl\e 1genCle\ 01
tlIe ,>ubJech ot the RU,,>~l'1ll Fedentlon Il1 lccord'lnce \\llh tile legI~htloll of the
RU\\llll Federatloll

tormlllg fill'1l1CI.lI-lI1du~trlJ.1 group~ and olher elllllle\ \\ 11Ich I~ <;IIpuhled b\ Ihe
kgl\llllOIl 01 the RU<;">IJ.n Federalloll \\ Ith IYlrtlLIPJ.t101l of co 11 el1lerprlse~

Artlck ) State regulatIOn of coal restructunng

I Coal restructunng IS to be earned out Il1 accordance With federal target
program which IS to be developed 111 accordance WIth procedures e~tabllshed bv the
Governmenl of the Russwn FederallOn RegIonal and Intereglollal target prognllls of
COJ.I re~tructunng can be Included In the federal target prognm of coal restructuring
bv Ihe agreement of state authOrltles The above-mentioned prognl1l IS to be financed
trolll the federal budget budgets of Ihe subJect,> of tile Russl'1n Fedentlon Procedures
1I1d condlliom of Ilnplelllentation of the federal prognm ot coal restructunng 'lre to
be detenlllned III accordallce \\ lth RU<;~lall legl<;ht Ion

2 COJ.I re~truclUnllg 'ltfectlllg fedenl \t He LO 11 ellterpn<;e~ alld ,,>t'lte co 11
elllerpn\e<; l~ earned OUI b\ deCI,,>IOII of Ihe RU<;~1'11l Gmernlllent 10 e\ecule the
kdenl I ugel COli re~lruclunllg progrJ.1ll
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LO'l1 re~tructuflllg 'lff<.Ltlllg LIlli ellleqlll\L' 1~ltll olllLr kg'll ,t ltu' I' to be
L HrI<.d out 011 COlltr 1I... t b 1'1'> \\1111 o!J,ef\ HILL ot dL11l1l1l..h ul tilL Lilli Code 01 tilL
RU"I.111 l-edLrUIOIl LO,I, lor IL'lrtlLtUrlllg u( '>L1LIl LllleqJrI'L'> lie co\ered 11\ tllLlr
()\\ 11 tUlld\ \OIILlted IlIve,tlllLllh !edenl budget lIld budget'> 01 corre~polldellt ,ubject~

uf tile RU~'lall Federatloll DeLlslom LOllcerlllllg tile bahllce of budget fUlld, alld
Illve,tlllellt III the above-lIlelltloned enterprlse~ 'llld State guarantee~ for Iflve~tor, of
LO 11 re,truc..tuflng are to be adopted bv t he Government of the Ru,'lall Fedentloll
and executive 'lgencle, of ,UbjeCI, of the Ru,~nll FedenllOIl III accordonce with
RU'~lan legl,hllon

J AlIoc'ltlOIl 01 budget fund, for f1l1l1lL111g the ledenl t uget prognlll for CO'll
re,tructurlllg I' to be c..arned Ollt b\ the RU',llIl Go\ernment or In all order from tile
UO\erlllllWl rhe ALCOUllh eh Imber t<; (0 LOlllrol the .1110L 111011 01 lund" from lhe

kder 11 budget

ArtIcle 6 State finanCIal support to coal productIon enterpnses

I RUNan I-ederatloll 'lnd <;ubjeLt<; ot lhe RU"111I Fedentloll lor the purpo<;e, of
prm 1'1011 01 LonlpelIlI\elle" of RU\'llI1 LO'l1 111 IlIlern 11 111d e\!ern 11 lIlarket~ .lre to
pro\lde ,tate tJIl'lnClll ,>upport to the LOll ellterprl,e~ TllI~ ,upport I~ to be aimed at

rell lbllIl1tlOll of manufacturIng C'lpacltle~ of coal production exp1n'lon of
uperulolI:> re eqUlpmellt and 1l10derlllZ'ltiOn of Loal ellterprl,e,

,>Upport to non-profit1ble LO 11 enterpme, \\ hlch produch 1re Illdl~pen''lble

bel. 1ll,e of technologlc1l p1r1meter, or meet nec..e~S'lrY fuel reqUlremellb In regIOn,
\\here delt\en of other fuel 1,,> not pO,<;lble

prOV1\IOn of effective operation 01 coal enterprIses dUrIng lemporarv deLilne In
delll1nd

adJu,tnlent of c011 productIOn Cap'lCl!le, 10 lile need~ 01 tuel and energ\
b I111lce of the countn It<; gelleral econOllllC and ~ocnl goal~

social protectIon of coal worker,

ImplementatIOn of measures aImed at the ImplementatIOn of ,tate pohcy
conc..enllng ,afetY of coal production

2 St1te finance ,upport to the c011 enterpn,e, comlder alltllllollopol\
kg"I.ltlon of lhe RU<;<;lan Federatloll 'llld <;hould not lilect compelllllelles, of
protlt.lble CO'll eIl[erprhe~
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ArtlLk 7 Types of the state financIal .,upport to the coal enterpnse~

I Stlte fin:lIlLlII ,upport to LO 11 e.llterpme<; I, pro\1ded b\ the !ederal budget
111d budget, of tlie ,Ub!eLh of tlie RU"'llIl Feder..ltlon budget appropnatlom for
CelllrlliZed 1I1ve,tmenh 1I1d other budget 1ppropnatlOm ,tlpuhted for ,upport to the
cOli II Id Ll';! rv

2 Otlier fonm of "tate Itlnllcill <;upport to cOli ellterpn,e<; Include tl\
pnvtlege<; hvombk credll'l reguhtloll 01 tanffs for CO..ll tnnsportatlon Import
CU::.tOlll duties for lleCe,<;1r\ eqUlpmellt The,e are to be Implemented III lccordance
\"Ith ruk<; of t'lX bank ..lnd Lu,tom legl,htloil of Rus<;la .:lIld ailtllllonopolv leg"latlOn

-\rtlLk 8 Procedure, of allocatIon of "tate financial support to coal
enterpn"e"

I Selle 01 aillllni lpproprntlolh tor ,tate filnilcnl ,upport to COli eiltcrpn<;e,
I, to be detefllllned b\ '1 ,peLlll hne In tile. !edenl budget

) St lle ,upport h to be 1110L lled III to ellterpn'e, In 'lccord'lnLe \\ It Ii
proLedure, lnd tenm e,tlbh,hed b\ kgl,htlon 01 tlie RU<;<;llll Federation to e\ecute
the feder..ll budget

3 State fill'lncIaI ,upport I~ to be provIded to coal enterpmes regardle,,, of ,tate
P'lrtILlp'1tlOn In theIr Llnrter capital

ProcedureS to define which of the LO..ll enterpnses Will reCel\e the state ,upport
11lcludlng tenders and procedure::. of alloLatlOll of state support are to be e'ltlbll~hed

b\ the Government of the Rus::.wn FederatIon III accordance With RUSSian legislatIOn

CO'll enterpnses lIlcorrectl\ U,lllg st'lte financIal support nwv be e\cepted from
tlie enterpnses recelvlllg support WIth 1 re-allocatlon of the ..lbme-mentlOiled ,upport
lmongst other coal enterpn<;e'l III tlie order e"tabh,hed b\ the Rus,13n Govenllllent

Article 9 State regulation of coal quality

In order to produce a good quailt\ of coal and approprnte level of \Vorker and
en"lrollinelltl1 "fety In u<;(ng co 11 the government IS to develop ,tate coal ,tand'lrd,
and I~ to Lertlf\ them 1Il aCCOrd'lllLe \Vltli Ru<;<;nn legl"htlon
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Artlck 10 I IcenslIIg of certalll cOdl produCtlO1I (prepdrlllon) aLllvltles

I The Fedenl executl\e IgenLv ch Hged Illth regul1tlllg Lo.l prodUCtlOll
(preparatloll) 1'\ to orgalllze alld Illlpklllent the ll(..emlllg of lLtlvltle'\ connected \\ Ith
t.Ie'\lgnlllg building and operatll1g co.1 enterpme'\ In accordance INlth the legl'\latloll
at the RU""lall Fedentloll

2 A It"t of aLllVltle~ cOllllected with co.11 prodUCtlOll (prep.1ntloll) I\hlch He
,ublect to hcell"lIlg proLedure" ot Iicen"lllg .Ild tenll" ot ternlllntioll of Itceme" .re
In he .1pprmed b\ tlie !edenl 1.111

Article II Long-term agreements for coal "upph and processed coal products

I [n order to provIde tor the stable operatIOn of co.1 enterpnses coal
Lu~tomers are to cOllclude 10llg-term agreement" lbout the "uppl\ of coal and/or
proce"sed product" l"lth the abo\e-mentlolled enterpnse" 111 .ccord,nce WIth the
L lbor Code ot the RU""lan Feder ltlOn

2 Stalld.rd terms of the long terlll agreement'> Oil coal "uppl\ ue to be defined
hI the Ru"slan GOlernment

3 Procedure, for cOlldudlllg cOlllnct~ Illd coord11ntl11g tenll" ot tile
19reelllent" 011 co 11 ,upplv tor State lleeds are to be ddi lied b\ corre,pondJllg !edenl

1III

.\rtlcle 12 Coal use

Coal whIch Illeet teclllllcal requirement" c.n be used In Industnal heatlllg
,,\ ,telm boIler-houses and teclmologlcal proces"e"

2 Customers .re to use coal only for Its proper purposes Where coal IS used 1I1

llldu"tnJ.l heatll1g systems boller-houses and technological processe" which do not
meet the tech1llcal requirements or II here coal IS sold to another customer to use 1I1

abole-mentlOned systems bOIler-house" or proces"es In whIch It I" not to be used
the customer IS responSible In .1ccordance With the legIslation ot the Russlall
Federation
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CHAPTER III PROVISION OF SAFElY 1l\J COAL
PRODUCTION

t\ltlLk 13 Pnllcl[Jle of proHS101l of ~dfdY III cOdl productlOlI

Fe:J.tures of coal operatlon~ CO[\tlllUOU~ change of loc 1IIon of workphce~ and
l-OndlllOm of the operatloil~ complexity of CO'll depo~lt<; 'llld negative ell\ lrollment'll
II11P.lCt~ of coal product 1011 determlile [he neLe<;~ltv for e"t1bll<;lllng the tollowll1g
pnllLlpk" of <;afety In coal production

PrlOrlt\ of <;afet\ of 11IlIl 'lnd ell\lrollillcllt

<;[ He regulatIon of <;aletv In coal product 1011

11Idl\ldu.l1 .lppro'lclt [0 the cre.lIlon ot ,1te LOlldltlOlh III e lLh workpllLe

Art IL Ie 14 State regulation of safet" III coal productlOlI

Rule" for safe coal opcratlom procedure~ for development 'lppro\al ot rules of
,ate cO:J.I operations lIst of IIcen<;ed dangerou<; operations 'llld Lorrespondlllg teLlllllcal
prOLe<;se~ 1re to be establIshed b\ the tedenl executive :J.genc\ 1uthonzed to LlrrY out
Illllle "uper\l<;lon

-\rtlck I) State control of coal oper'ltlons

C011 production 1<; (0 be lI11plemented under ~t'lte LOlltrol e\ercl"ed 11\ the
lu(llOflZed e\ecullve :J.genc\ ('lgellcle~) C011 ellterpfl<;e~ :J.re to pro\lde tlte lbme
mentIOned federal :J.gencY (:J.gencles) ""Ith neLe~<; lrv II1foflll:J.tlon

Article 16 Mine-rescue servIces of coal enterprIses

I Coal enterpnses are to create 11l1lle-reScue servlce~ or conclude agreements
with correspondmg nune-rescue services Rules of cre:J.tlllg <;uch services for cO:J.l
enterpnses taklllg mto consideration the number of aCCidents '\t these enterpnse<;
compared to the readmess of such service are to be confirmed bv the federal e\ecutl\ e
agency authonzed to execute mille superviSIon Law concerlllng nllne-rescue <;erY Ice
for coal enterpnses IS to be approved bv the Ru~stan Government

2 Co~ts of financlllg me'\sures for re'ldIlleS~ of the mlne-re<;cue teams 1fe to be
lilLluded In the product co<;[ of the co:J.1 enterpme~ which h'l\e <;uLh <;ervIce<;

7



•

•

•

CHAPTER IV LABOR AND SOCIAL PROTECTION OF
WORKERS EMPLOYED IN DIFFICULT
UNSAFE OR DANG EROUS JOBS CONNECTED
WITH COAL PRODUCTION (PREP-illATION)

ArtIcle 17 ElIglbllltv for difficult unsafe or dangerous Jobs connected with coal
production

I Difficult ..llld LIn~ lie job~ mlY ani, be t1ken by JIIole per'>OIl~ 1bo\e the 1ge
of I~ ye If' wIth 1 IlledH.. 11 \..ertlficate th 1£ their he 11th 1110\\~ them to cOJllplete ,uch

lob"

2 RecrUitment tor difficult job" J.nd job, under dangerou, conditIOn<;
1..0llnected With coal production IS to be corned out On the b.1"''1 of labor bargalJ1l11g
19reement ,tlpulatIng the p lrtlcular, of e1ch opentlon

\ -\ II'It 01 dlltl\..lJlt lob~ 1l1d d 1I1gerou'l llH.l1or Ulh lle lob~ \..onlleL.ted \\ Ith co 11
prOlluctlOll Illdl\..e~ at d 1I1ger 111d he 11th h~t at job, to be \..oll~ldered a~ dlt1il..ult and
d \IIgaoLl~ \..0.11 Job~ are to be 1ppro\ed b\ the GO\crtlmel1t 01 the Ru,stall Feder:ltlon
111 \..oordlll1tloll \qth tnde lIIlIOIl' of co 11 \\orker,

-l A h,t of profeNon~ alld Job, cOll<;ldered to be dlffiwlt lIld dallgerou~ and/or
LJIl'lle IS to be pllCed In L IlIfied job and profe<;<;loll c!a,slfic1tIOIl nortll'llh complied
III 1\..\..ord1nce \\llth procedure~ e,tabh,hed bv the RUSSIaIl GO\enllnent

ArtIcle 18 Worhlllg hours for emplo)ees of coal enterprises employed III

Jobs \\lth difficult, dangerous or unsafe \\Orhlllg conditIOns

f-or coal \\orkers employed 1Il dlffil..ult underground Jobs 11ld dangerou, .1Ild/or
LII1'lfe underground job~ \\ Ith conditIonS the length of 1 \\orl-Ing dav IS not to exceed
b hours The speCific length of a working d1v of the above JIIel1£loned worker, I, to be
e~t.1bh,hed by a tn-partIte agreement 1I1101lg authOrIzed representatives of coal
enterprIses c011 trade ulllons and the Go\ertlJllent of the Ru,~l1n Federation

ArtIcle 19 Protection of \wrker health emplo)ed III dIfficult and unhealthy
conditIOns of work

I Workers employed 1Il dIfficult c011 job, 1re to go to 1ftef\\ork reh1bllltation
lIld be tested medlcallv Ilot less tlnn tv.lce a \ear the\ 1re to be proVIded With
medIcal tre.1tJllellt III the Vl'le of OCCUP1tlOll11 d",e 1,e

8



2 L\pt.ll'ie<; for 1ft\.rwork r\.h Ibdlt 1[1011 III\.l.IJL 11 t\.\1\ III<J medlL 11 tr\.ltln'-'Il
Illentlolled In Item I 1re to be rellnbllr<;ed to tile wor"<:r\ bv the cOli ellterpn\e<;

• 3 Procedure\ lIld condltlon<; ot 1ttef\\ork lell1blilt It Ion
IlIedlLal treatment ot the worker<; emplo,ed 111 ddfiLult job~

d lIlgerou<; job<; 1re to be detlned bv the teder.ll lIe 11th ~ef\lCe

mediC II It.\1\ lIld
1nd um1fe 111d/or

•

•

ArtIcle 20 Wages of workers emploved III difficult and unhealthv coal Jobs

Mlrllmal tanff nte<; for \\or"er<; emploved In difficult L011 job<; and co 11 job<;
\~Ith unhe.llth\ Londltlon~ .lre to be e<;t lbli\hed b, the tn p lfllte .lgreement Hnollg
lutllonzed repre<;ent1tlve<; of c011 enterpn<;e<; c011 tnde UIlIOlh lnd the GoverllrnelH
ot the RU<;<;I.ln Federatloll \11l1llnalt mtf nte<; for e.lch profe"<;lon (job) He to e\Leed
untT rate<; for correspondlllg profes<;lon<; (jobs) with normal wor"lIlg cOlldltlOn<; of not
Ie\<; than 10%

ArtIcle 21 PriVileges and compensation for the coal enterprise \wrkers

I Worker<; elllplO\ed In dlt1lcult ,ob" HId lob<; with unhnlthv condltloll'i not
Ie~\ th.ln ) \e1r<; lIld \oung <;pecllh<;t<; emplO\ed III \uch job" \\lth no phce to h\e
lIld \Vho need hou<;lIlg condltloll'i unproved 1re to be provIded \\ Ith IIltere<;t-free loans
tor up to I) ,e1r<; In order to purcl13\e hou<;lIlg

2 f-or \\orker<; emplO\ed In dlffILllit job~ lIld lob<; \\Ith unhe llth\ Londltlom
IneUIC II tre Hnlent .lnd toad benefih .lre to be reLel\ed ProLedure" ot 1.1I0c1tlng ~llLh

benefit<; I~ to be e~t.lbh~hed bv the tn-p Irtlte 19reement 3mong repre<;entltl\e<; of LO II
enterpn<;es co.l1 trade unlon~ and the Government of the RU\<;l1n Fedentlon The\e
benefits are to be P31d from coal enterpnse fund<;

3 In addition to State pensIons additIOn 11 permon<; torm pen<;lon funds of
loal enterpme<; may be IIltroduced Contnbutlon<; of co1.1 enterpn<;e<; for the<;e
purpo<;es 1re to be defined by the tn-p1rtlte 3greement alllong repre<;ent3tl\e<; of coal
enterpnses coal trade utHons and Government of the Russ1:ln FederatIon

4 Coal enterpnses are to prOVide the follo\\lIlg people \\lth free coal

coal worker<;

retired CO.l1 workers

dl'>abled people If they have 1l1d tillS nght before the\ were officral dr<;abtllty

fallllhe<; of deceased workers If Wife (hu<;b1nd) clllldren 1nd/or other dl<;1bled
member<; of the f1mtly receive survIvor pen<;lon<;
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worker~ of cOli ellterprt~e\ who~e lellgth ot \ePdCe III ,uch ellterpn~e exceeo\
10 vear~ If they WerL hid off III LOllllectloll Wllh \[ lIT reduLllol1 or (..IO\lllg of ~U<..i1

wterpme regardle~~ of theIr \Ub\equLn( Job If the '1bOVe-lllentloned people u~e

<..IlIllIney heallllg

Tho~e lllwtlolled In p.lr'1gr.lph\ 2 - 6 IIV1l1g III hou~es \\fth lllodern amel1ltle~

\\ hen paYlllg for <..onll11ulnl servlce\ are to be exempted from energy re~ource

p.l\lllent~ at the expense of the ellterpme FUlld~ for the~e purpo~e~ are to be
tr \ll~ferred b\ the co 11 ellterprt~e to Ihe local budget

) For Second World \\ar dl~ 1bled veteram dl~.lbled v..orker~ per~om aW'lrded
\\ Ith \IIlller~ 'lLllle\elllellt llled 11~ 01 three <..h~\e\ flnllhe\ of \\orker\ killed In the
productIon proce~s lIld pellsloner~ \\ ho have the nght to receive free coal and live III

~e[tlelllellts located III coal-lIulllllg regIOns free coal suppl\ I~ to be made at the
e\pellse of coal ellterpn~es

6 CO'll ellterpn~e~ gralllJllg free coal for per~on::ll needs of tho\e Illerllioned In
p 1rlgraphs 2 7 of tlll~ 'lrtlcle '1re to be exempted from the \a[ue-3dded tJX

7 5t lie '1gLllcle~ of ~ubJech 01 rile Rus~l'11l Federation 'llld local .luthontles C'lll
,tlpullte addllJOInl llle1\UreS tor ,OL111 protectlOlI 'It the ewen,>e ot local budget,>
I he,>e lllea,>ure,> L1n Illclude pn\ liege, 11ld compem'ltlon tor III~tallce Illcrea~ed

pLIl,>lom Illcrea\ed benefits tree pubhc tran~port.:ltlon and re,>ldellce III veter11l
01'> 1bled hou,>e,>

-\rtlCle 22 CompensatIon III ca~e of IIlJun death occupatIOnal disease of
coal workers emplo\ed JIl dlflicult coal Jobs and dangerous and/or
unsafe coal Jobs

I In the ca~e of disability of \\orkers employed III difficult Jobs or dangerou~

alld/or unsafe Jobs due to mdustnal Injury or occupatIOnal disease the coal enterpnse
I~ to pay thIS worker III addItion to compensatloll estabhshed by Rus~l'1n legislation
a Olle-tnne lump-sum not less thall 20% of the 1verage monthlv ~alary receIved In the
11~t year for each percent of dl~abllItv Procedure~ of pa\ ment and amount of
cOlllpensatIon are to be established b\ the Government of the RUSSIan Federation

2 In the case of death of emplo\ees employed III difficult or d'1ngerous and/or
1I1l~1te coal Job~ or III tile C'1se of dntt! of ::l dls1bled person III connection With
employment Injury the enterprtse l~ to pay 1ddltlonal compen~1tlon

one-tllne 11IIllp-\Um benefit to everY dependent of tile flllulv of the decea~ed

emplOyee III '><".lle of 1\ er1ge yearly '> 111r\ III h<;t three ye::lrs but not le~~ than 60
nlll1l1l111 ~'1lane~ e~tabil~iled b\ the feder 11 Ia\,;
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olle tlllle bellefit to tlK f lInd\ 01 th\.. (k\..\.. I~ed WOI ka covenng III fUIlt.r II
\.. \pen~e~

Article 23 Social proteltlon of worker~ laid ofT 111 connectIOn with c1oslI1g
coal enterpnscs

I Elllployees laid off In connect lOll with clo~lIlg of coal enterpnse~ who have
\\orked not le~~ than five Year~ 1t [he enterpme 1re to be provided with the follo\\lIlg
bellefits and cOlllpen<;atlon In addition to paYlllellt<; <;tlpuluted by RussIan legl~latloll

one-tlllle IUlllp-<;ulll belldll lIllountlllg to 1)% of the werage <;alarv for e lLh
\e Ir of employlliellt 111 coal ell(erpn~e 'vork 10 WOI ker<; entitled to a pemlOn

employee<; of coal enterpme~ located III the F'lr North regIollS are to be paid I
benefit while looking for Job .1lllountlng to 4 average salary amounts from the pnor
three months

2 Emplo\ee,> laid off lrolll \..011 entapn<;e,> 10c.1ted 111 Far "orth regIOns who,>e
underground Iengt h of <;ervlce e\Leed I0 vear~ 1Iid who are of pen<;lon age are to be
provided wIth hou~e<; at a new ph.. L of residence

Article 24 State support of Job creatIOn measures for \\orkers laid ofT In

connectIOn \\Ith clOSing of coal enterpnses

I In order to <;upport elltrepreuner<;llIp 'lnd IIIdlvldual hbor .1CtlVlty of \\orker~

I lid off 111 connection with clo~lng 01 L0.11 enterpme<; the GO\enHl1ent of Russla \\111
e~llbh~h mea<;ure<; of favorable Lreult llld Ill<;Uf1nCe for <;uch 'lctl\!tles

2 Laid off \\orkers hal e 1 pnontY nght to purchase or rent workroom~ at
do,>ed coal enterpnses In order to org'lnlZe entrepreneur and II1dlvldual labor actIV!t\

Article 2) DIscipline of \Iorkers employed III coal enterpnses

Rules of behaVIOr of coal \\orkers demands of professIOnal SkIlls of such
\\orkers and the extent of thetr respoll<;lblhty for the ll1fnngements of safety rules 'lre
to be establIshed bY legal acts pas<;ed III accordance WIth legIslation of the RusslO.n
Federation

11
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CHAPTER V FINAL PRINCIPLES

Article 26 Responsibility for ~1O(atlOn of thl., hderal Lan

Re<;ponSlbilllV for vlOla[IOIl 01 1111<; Federal L l\\ I~ de!ll1ed III lLcordance \\ llll
til.: Iegl<;latloll of tile RU<;<;lall Fedenllol1

Article 27 Effect of Federal Ld\\

The current Federal Law IS effective from tile d.l\ ot It<; offiCial publIcation

Article 28 AdJu<;tment of legal acts 111 comphdllce \\Ith thiS Federal La"

I To sugge<;[ to the Presldelll of the Ru<;<;t<1tl FedentlOtl Jnd (0 charge (he
GO'vcrlllllcnt of the Ru<;slatl Federatlotl to amend IegJI acts (0 thts Federal La\'.
1ccordmgly

2 The Ru<;<;tal1 Government 1<; to enc;ure tInt III federal executl've agencIes
llllcild 111 the Ieg11 aLl, 111 ..lccordal1ce \\I[h thiS Fedenl L lW

) Leg II ld, ot the RUSSlall Federatlol1 before the\ m:: 11llel1ded 1fe to be
IppheJ III part which I~ 110t LOlltrar\ [0 tIm Feder..ll L1\\

•

•

Pre"dellt of the Rus<;l1tl Federatlotl

12
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Adopted

RussIan Government Decree
May 17, 1996, No 598

Regulation

State Fmancmg of Coal Restructurmg

I The Regulation governs the use of categorIes of the State support Included In

the Federal Budget 111 the lme "Coal Industry State Support" and borrowed
federal funds for coal support (heremafter - State support), and estabhshes the
procedure for governmg the above-mentIOned funds by the Federal ExecutIve
Agencle,>

The RegulatIOn has been developed m accordance with PresidentIal Decree No
168 February 9, 1996, 'Further Improvement of the Coal Industry Structure' ,
Government Decree No 727, July 27, 1993, "State Support for the Coal Industry
and Coal EXCise Rate', Government Decree No 60, January 27 1996, "Adoption
of the RegulatIOn on the RUSSIan Mllustry of Fuel and Energy and the "BaSIC
Trends of Restructunng of the RUSSian Coal Industry" adopted by the Interagency
Coal CommIssIOn (lAC) wluch was created by the Govenunent Decree No 1249,
November 30, 1993 (heremafter lAC)

2 The State support wIll be used for financmg the followmg

• phySIcal mIne closmg,

• prOVISIon of techmcal and deSIgn support for coal restructunng,

• SOCial protectIOn of redundant coal workers, theIr famIhes, pensIOners and
disabled III complIance WIth the RUSSian Law and Tanff Agreement,

• dls'lbLhty payments to the workers of closmg coal nunes,

• demolItIon of old and constructIOn of new hOUS111g m m111111g commumtles,

• renovatIon of the eXIstIng coal nune'> III order to make them vIable,
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• constructIon of new profitable coal mmes with IIlfrastructure,

• selective support to coal enterpnse~ and orga1llZatlOns whIch do not cover
production cost with revenues from coal sales,

• Tariff Agreement,

• social assets which are on the balance sheets of coal enterpnses and
orgamzatlOns untl! their transfer to mumClpahtles,

• creation of Central Reserve Fund and allocatIOn of 10% of the State
support m tlus Fund

3 Annual amount of the State support should be Identified wlthll1 the budget
lInuts on the basis of annual projection for social and economIC development of
Russia, "Fuel and Energy" Program, approved by the IAC programs for social and
economic development of the coal regIons, adopted by the MIIlIStry of Fuel and
Energy Coal Mme Closmg Plans other programs and measures considered by the
RUSSIan Government

4 State support for the coal mdustry IS Identified 111 the correspondmg Ime of the
federal budget and the amount of government borrowmgs deSignated for the coal
sector

5 The recipients of the State support m complIance With the BasiC Trends are the
State Enterpnse Rosugol, Stock Company Rostopprom, regIOnal authontles, other
legal entities Identified by the RUSSian Government (heremafter - Pnmary
ReCipients), and enterpnses and orgamzatlOns which execute measures on coal
restructunng (heremafter - FlI1al ReCipients)

6 The RUSSian MUllStry of Fuel and Energy m conjunction With the reCipients of
the State support Will develop a projectIOn for SOCial and economic development of
the coal sector, Will prepare a proposal with the Justification of requested State
support funds, and submit It to the RUSSian MlluStry of Fmance

7 For financmg measures given 111 Item 2 of the present regulatIOn, other sources
for financmg Will be used m addItIOn to State support funds of coal enterpnses
and orgamzatlOns, regIOnal budgets regional departments of the Federal
Employment Fund, Social Insurance Fund, Mandatory Medical Insurance Federal
Fund, and other sources

2



PresIdential Decree No 292, February 27, 1996•
~

Project Preparation Unzt
Coal Restructurzng Loan

Oles C.\OLEO 1\292decr doc

•

Transfer Federal Shares of Stock Companies Created through Pnvat!zatlOn to
Subjects of the RussIan FederatIon (Repubhcs Wlthm RUSSIan FederatIon and
Regions)

In order to provIde condItIOns for realIzatIOn of the CItIzen nghts for partIcIpatIOn
m pnvatIzatlOn and m order to observe mterests of the Subjects of the FederatIon
related to the management of shares of stock comparues created through
pnvatlzatlOn, I order

1 To allow transfer of federal shares and shares of the stock comparues whIch are
to be sold, to the Subjects of the FederatIOn

2 Transfer (sale) of federal shares pnmanly to the mdIVlduals should be done m
comphance WIth preVIously approved plans for pnvatlzatlOn at the regIonal and
mter-regIonal auctIons

3 To allow to the RUSSIan government m coordmatlOn WIth the regIOns to use the
shares as budget revenues from pnvatlzatlOn for payments to the regIOnal budgets
m complIance WIth the amounts detenruned m the federal budget

4 The RUSSIan Government should

- adopt m a week tIme the hst of shares to be transferred to the reglOnal
authontIes,

- adopt m a month tIme a procedure for calculatmg cost of the shares to be
transferred to the regIonal authontles whIch should not be lower than the market
pnce,

- define m a month tIme a procedure for a transfer of the federal shares to the
reglOnaI authontIes

5 ThIS decree comes m force smce the day of pubhcatlOn

•

PreSIdent of RUSSIa

Moscow, the KremlIn
Feb 27, 1996

B Yeltsm
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YKa3 npe3H~eHTa P~ OT 27 $eBpanR 1996 r N 292
"0 nepe~a~e cy6~eKTaM POCCHHCXOM ~e~epaQHH

Haxo~R~HXCR B ~e~epanbHoM co6cTBeHHocTH aXQHM aKQHoHepH~x o6~ecTB

o6pa308aHH~x B npoQecce npHBaTH3aQHH

B uenRX o6eCneqehHR ycnoBHH ~nR peanH3aQHH npaB rpam~aH Ha yqaCTHe B
npHBaTH3aUHH H co6n~~eHHR HHTepecoB cy6~eKToB POCCHHCKOH ~e~epaUHH CBR
3aHHWA C pacnopRmeHHeM aKQHRMH aKUHoHepHwx o6~ecTB o6pa30BaHHwx B npo
uecce npHBaTH3aUHH nOCTaHOBnR~

1 Pa3pewHTb nepe~aqy cy6~eKTaM POCCHHCKOH ~e~epaQHH Haxo~R~HXCR B
¢e~epanbHOH co6cTBeHHocTH H no~nema~Hx npo~a~e aKUHH aKUHoHepHwx o6~ecTB

o6pa30BaHHwA B npouecce npHBaTH3aQHH
2 YCTaHoBHTb qTO nepe~aqa HaXO~R~HXCR B ¢e~epanbHoH co6cTBeHHocTH

H no~nema~Hx npo~ame aKUHH aKQHoHepHwx o6~ecTB o6pa30BaHH~x B npouecce
npHBaTH3aQHH npoH3Bo~HTCR npH ycnoBHH o6eCneqeHHR opraHaMH rocy~apcTBeH

HOH BnaCTH cy6~eKToB POCCHHCKOH ~e~epaQHH npo~amH YKa3aHP~x aKUHH B COOT
BeTCTBHH C paHee YTBepm~eHHWMH nnaHaMH npHBaTH3aQHH Ha perHOHanbHWX H
Me~perHOHanbHWX ayKUHoHax B nepBY~ Oqepe~b rpam~aHaM

3 Pa3pewHTb npaBHTenbcTBy POCCHHCKOH ~e~epaUHH no cornaCOBaHHID C
cy6~eKTaMH POCCHHCXOH ~e~epaQHH npoBo~HTb 3aqeT CTOHMOCTH YKa3aHHwx aKUHH
Kax nocTynneHHH cpe~cTB OT npHBaTH3aUHH H pacxo~oB ¢e~epanbHoro 6ID~meTa

no B3aHMHWM paCqeTaM H ~pyrHM nepe~aBaeMwM B 6~~meTw cy6~eKToB POCCHHCKOH
~e~epaUHH cpe~cTBaM B o6~eMe yCTaHoBneHHoM B ¢e~epanbHoM 6ID~meTe

4 TIpaBHTenbcTBY POCCHHCKOH ~e~epaUHH

YTBep~HTb B He~enbH~H CpOK nepeqehb npe~nonaraeM~x x nepe~aqe

cy6~eKTaM POCCHHCKOH ~e~epaUHH B COOTBeTCTBHH C HacToR~HM YKa30M aKUHH
aKUHoHepHwx o6~ecTB o6pa30BaHHwx B npouecce npHBaTH3auHH

YTBep~HTb B MeCRqHWH CpOK nopR~oK onpe~eneHHR CTOHMOCTH nepe~aBaeMwx

cy6~eKTaM POCCHHCKOH ~e~epaQHH HaXO~RmHXCR B ¢e~epanbHoH co6cTBeHHocTH H
no~ne~aWHX npo~ame aKUHH aKUHoHepHwx o6wecTB o6pa30BaHHwx B npoQecce
npHBaTA3aUHH npH KOTOpOM HX CTOHMOCTb 6y~eT He HHme CTOHMOCTH COOT
BeTCTBY~WHX aKUHH CKna~WBa~weHCR Ha mOH~OBOM pWHKe

yCTaHoBHTb B MeCRqHWH CpOK nopR~OK nepe~aqH cy6~eKTaM POCCHHCKOH ¢e
~epaUHH HaXO~R~HXCR B ¢e~epanbHOM co6CTBerHOCTH H no~ne~a~HX npo~ame ax
UHH aKUHOrepHWX 06~eCTB 06pa30BaHHWX B npouecce npHBaTH3aUHH

5 HacToR~HH YKa3 BCTynaeT B cHny co ~HR ero ony6nHxoBaHHR

npe3H~ehT

POCCHHC~OH ~e~epaUHH

MOCXEa KpeMn~

27 meBoanF 1996 ro~a

N 292
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Nalasha dnve C \nataly\docs\rosugol\dcr5feb doc February 10 1996
Translated verbatim

Decree of the PreSident of the Russian Federation
(Adopted February, 9)

Measures to Enhance the Coal Industry Structure
of the Russian Federation

To further Improve the structure of the coal mdustry of RusSIa, fonn competitive
coal markets, create the additional condItIOns to attract mvestment, facilitate
restructunng, and mcrease the efficIency of JOint stock comparues I hereby resolve

1 That the creation of profitable coal comparues IS a pnonty m the structural
changes of the coal mdustry

2 That the Russian government should prOVide that the shares of stock comparues
whIch depend on correspondmg coal associations be mcluded m registration
capital of coal comparues as well as state shares of stock comparues created dunng
pnvatIzatlon of state-owned coal enterpnses ThIs should be done upon the
deClSlOn of the meetmg of shareholders to mcrease the regIstratIOn capital
(mespectIve of the state share) of coal comparues by additIOnal ISSumg of stock
secured With state shares

3 That coal stock comparues do not fall under the "Temporary ResolutIOn on
holdmg comparues wInch result from the transformation of state enterpnses mto
stock comparues" whIch was conftrmed by PreSidential Decree # 1392, November
16, 1992, "Measures to Implement mdustnal polley dunng the pnvattzatton of
state enterpnses" (Decrees of PreSident and Government of the RUSSIan
FederatIOn, 1992, #21, p 1731)

4 That the RUSSIan government may transfer state shares of coal stock comparues
mcludmg shares Issued m order to mcrease reglstratlOn capital (see section 2 of
thIs Decree) mto trust management, Rosugol bemg amongst such orgaruzatlOIls

5 To accept the suggestIOn of the RUSSIan government to transfonn state
enterpnse "RUSSIan Coal Company" mto an open stock company (coal company)
and appomt Mr Ma1yshev Yun Ntko1ayevlch as PreSident of the new open stock
company "RUSSIan Coal Company"

In establlsInng the open stock company "RUSSIan Stock Company" to determme
that dunng 3 years 100% shares of the new open stock company IS federally
owned

The Government of t}1e RUSSIan Federation should

• determme the lIst of benefits to the labor collective of "RUSSIan Coal
Company" dunng pnvatlzatlOn, thIs should envisage that they can use these
benefits after the penod of federal ownersInp of 100% of shares of "RUSSian
Coal Company" IS over,

1
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• make decIsIons on extendmg the penod of federal ownersrup of 100% of shares
of the open stock company "Russian Coal Company" dependmg on the
unplementatlOn of the Restructunng Program

6 The registratIOn documents of the open stock company "RUSSIan Coal
Company" should envisage the followmg functIOns assIgned by the RussIan
government

• trust management of state shares of stock comparues, mcluclmg contracts of
"RUSSian Coal Company" as the open stock company "RUSSIan Coal Company
IS ItS legal successor

• prOVision for restructurmg of the coal mdustry and use of state support money
for the coal mdustry m accordance With the contract between the RUSSian
government and the mentIoned stock company

7 The Government of the Russmn FederatIOn should prOVide for the followmg

• the penod of federal ownerslup of shares of coal stock comparues and shares of
other stock compames that were not mcluded mto registratIon capitals of
created Jomt stock compames should be extended untll December 31, 1998, m
accordance WIth paragraph 2 hereof

• "Regulation of State Fmancmg of the Measures of Coal Restructurmg" should
be continned by Apru 1, 1996 and should enVisage the procedure of planrung
and control by the government regulatIOn bodies over focused use of allocated
budget money,

• the creatIOn of an open stock company "Vostochny Kuzbass" for the effiCient
development and explOItatIon of Yerunakovsky coal basm of the Kemerovo
regIOn should be considered

President of the RUSSian FederatiOn
B Yeltsm
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PrOject Preparation VOlt
Coal Restructunng Loan
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Presidential Decree No 1702, Dec 30, 1992, CorporatIzatlOn and PnvatlZatIon of
Coal AsSOCiations, Coal Enterpnses and Coal OrganlZatlOns (wlth changes made at
Nov 25, 1995)

To Implement PreSidentIal Decree No 922, August 14, 1992, "CorporatiZatIon of
the State-Owned Energy Sector Enterpnses" I order

1 By March 31, 1996, the coal assoclatIOns, enterpnses and orgaruzatIOns should
be corporatlzed m complIance with Cited herem procedure

2 Dunng transformation mto stock comparues the followmg should be observed

Labor collectIVes of the coal asSOCiatIOns and enterpnses, m accordance With
Annexes 1 and 2 to tills Decree, are eligible to the benefits of Vanant I of Item
54 of Federal PnvatlzatlOn Program for 1992

Labor collectives of the mmmg machme-bm1dmg plants, mme constructIOn
comparues and sanatona, m accordance With Annexes 3 and 4 to tills Decree, are
elIgible to the benefits of Vanants 1 and 2 of Item 54 of Federal PnvatIzatlOn
Program for 1992

All shares willch Will remam to be federal property for a certam time should be
votmg

3 Before corporatlzatlOn of the coal asSOCiatIOns and enterpnses, non-core
faCIlIties should be transformed mto mdependent stock comparues (e g mIlk, bnck
factones, speclal1Zed schools, farms and supply services) PnvatlZatlOn of those
corporatized enterpnses should be carned out m complIance With the current
PnvatizatIOn Law Property of the mdependent stock comparues may be
transferred to the regiOnal authontles by G KI deCISiOn

Transport or constructiOn enterpnses of the coal asSOCiatiOns willch are needed for
productIOn process cannot become mdependent before corporatlzatlOn

Housmg, repair and mamtenance sefYlce orgaruzatlOns, as well as commurucatlOns
which are supported by coal asSOCiatIOns and enterpnses to be rearranged, should
be transferred to muruclpalItles MOF should detenrune order and terms for
allocatmg funds for support of the above-mentIOned assets from the RepublIcan
Budget of the Russlan FederatIOn

DeCiSions on transfer of assets and their property to muruclpalItles should be made
by GKI m coordmatlOn With management of coal asSOCiatiOns and enterpnses
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4 15% of regular shares and 5% of pnvIleged shares m authonzed capItal of each
new stock company wluch belong to the RUSSian Government should be
transferred to the ownerslup of the regIOnal authontIes when corporatlzmg coal
assoclatlOns and enterpnses cited m Items 1 - 14 of Annex 1 to tlus Decree

Enterpnses wluch are part of coal asSOCIatIOns and are CIted m Annex 1 to tlus
Decree should be corporatIzed as subsldmnes as determmed by the current law

5 After corporatlzatlOn of enterpnses wluch are part of voluntary assOCiatIOns
Cited In Annex 2 of tlus Decree the above-mentIOned asSOCIatIons dissolve

6 Dunng corporatlzatlon, 10% of federal shares (5% - regular, 5% - pnvIleged)
m authonzed capital of enterpnses CIted m Items 15 - 19 and enterpnses whIch
are part of voluntary asSOCiatIOns Cited m Annex 2 of tlus Decree should be
transferred to the reglOnal authontles under conditIOn that they transfer these
shares m the authonzed capital of the stock comparues wluch are to be set WIth
participatIOn of the federal government The government transfers 12% of votmg
shares of each new stock company to the authonzed capital of these stock
comparues

CreatlOn of stock comparues through consolIdatIon of shares should be carned out
consldenng 0plruon of the labor collectives and regIOnal GKIs for antI-monopoly
polIcy and MlruStry of Fuel and Energy

7 In order to construct Important for RUSSIan economy coal enterpnses m
Kemerovo reglOn, KuzbassInvestugol should be created, controlling stock of tlus
company should be owned by state for two years

8 No less than 38% of shares of maclune-butldmg stock comparues created on the
basIS of Annex 3 WIll be owned by state for one year, and mme constructIon and
sanatona stock comparues lIsted In Annex 4 Will be owned by state for two years

Federal shares of coal stock comparues (mmes and coal asSOCIatIOns) hsted In
Annexes 1 and 2 Will be owned by state for three years

9 ArctIcugol and mIlItanzed rescue teams are not subjected to corporatIzatlOn and
pnvatlzatlOn

,
Labor collectlves are entItled for closed dlstnbutlOn/purchase of shares of the
enterpnses to be pnvatlzed on the conditIOns set for those enterpnses

- rescue teams are entItled to the shares of enterpnses they serve,

- coal aSSOCiatIOn employees (Annex 2) are entitled to shares of one of the
enterpnses Included In the aSSOCiatIOn

G KI sets the procedure for share dlstnbutlOn amongst rescue team and coal
asSOCIatIOn employees

2
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For the above-mentlOned purposes GKI IS entItled to use addItIOnal 3% of votmg
shares In the authonzed capItal of the stock compal1les

10 Amount of the authonzed capItal and benefits for the employees of enterpnses
lIsted In Annexes 1 - 4 should be carned out WIthout reassessment stipulated m the
Government Decree No 595, August 14, 1992, "Reassessment of the FIXed Assets
an Russia"

11 GKI should create Government Agency, Rosugol, for commercIal
management of federal shares of the stock compal1les created m complIance WIth
tms Decree

The Russian Government should appomt a General Drrector and managers of
Rosugol, SIgn a contract for commercial management of federal shares, and
control the operations

Federal shares managed by Rosugol may be sold by the declSlon of the RussIan
Government m complIance WIth the procedure defined m the current law

12 The RUSSIan Government should m two month time

- adopt an Act on state support to the coal Industry,

- develop proposals for creatmg safe workmg conditIons (mcludIng responsIbIlIty
for VIOlatIOn) and requrrements for profeSSIOnal expenence of general dIrectors
(presIdents) of 1l1lnes (preparatIOn plants) regardless of theIr legal status

13 GKI should deter1l1lUe procedure and tenns for creatIOn of the COffi1l1lSSIOnS
on pnvatIzatIon of the coal asSOCIatIOns, enterpnses and orgamzatlOns lIsted In
Annexes 1 - 4

The RUSSian Government has a nght to make changes m the standard charter of a
Jomt stock company (adopted In PreSIdentIal Decree 721, July 1, 1992,
"CorporatIzatIon") created by GKI or Its SUbSIdIanes In order to adapt It to tms
decree

14 Procedure of and condItIOns for corporahzahon of enterpnse~ SItuated In
republIcs of RUSSIa may be fixed by speCial agreements amongst I the RUSSIan
government and governments of the above-mentIOned republIcs

15 Mayor of Moscow should prOVIde Rosugol WIth office space at 15 Novy Arbat
and 10 PlushchIkha

•

PreSIdent of RUSSIa

Moscow, Kremhn
December 30, 1992
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YKa3 npe3~~eHTa P¢ OT 30 ~eKa6pfl 1992 P N 1702
o npe06pa308aH~~ 8 aK~HOHepH~e 06~eCT8a ~ np~8aT~3a~H~ 06be~HHeHHH

npe~npHflTHH OppaHH3a~HH yronbHo~ npOM~WneHHOCT~

(C H3MeHeH~flMH OT 25 HOfl6pfl 1995 r )

Bo HcnonHeHHe YKa3a npe3H~eHTa POCCHMCKOM ¢e~epaUHH OT 14 aBPycTa
1992 r N 922 06 oco6eHHocTRX npeo6pa30BaH~R rocy~apcTBeHHwx npe~np~R

THM 06be~HHeHHH opraHH3aUHH TonnHBHO-3HeppeTHQeCKOPO KOMnneKca B a~UH

OHepH@e o6mecTBa nOCTaHOBnR~

1 ITpe06oa30BaTb ~o 31 MapTa 1993 P 06be~HHeHHR npe~npHRTHR op
raHH3aUHH yponbHoH npoM@wneHHocTH B aXUHoHepH@e OOmecTBa B nopR~xe

YCTa~oBneHHoM HacTORmHM Yxa30M
2 YCTaHOBHTb QTO np~ npeo6pa30BaHHH B aXUHoHepHwe 06mecTBa
npOH3BO~CTBeHH@X o6be~HHeHHH H npe~npHRTHH a Tax~e npe~npHRTHH

BXO~RWHX B ~o6poBonbH~e o6be~HHeHHR copnaCHO np~no~eHHRM N 1 H 2 K ~ac

TORllieMY YKa3Y nbPOT~ qneHaM TPY~OBWX KonneKTHBOB H a~MHHHcTpaUHH npe~oc

TaBnR~TCR B COOTBeTCTBHH C BapHaHToM 1 nyHKTa 5 4 rocy~apcTBeHHoH npop
paMMw npHBaTH3aUHH rocy~apcTBe~H@x H MyHHUAnanbHwx npe~npHRTHH B
POCCHHCKOH ¢e~epaUHH Ha 1992 ro~ 6e3 OrpaHHQeHHR nOKynKH OowKHoBeHHwx
aKUHM CyMMOH KpaTHoH rapaHTHpoBaHHoMy MHHHManbHoMY pa3Mepy onnaTW Tpy
~a

3aBO~OB yronbHoro MawHHocTpoeHHR waxTocTpoHTenbH~x KOM6HHaToB H
caHaTopho-KypopTHwA oppaHH3aUHH copnaCHO npHno~eHHRM N 3 H 4 K HaCTORme
My YKa3Y nbrOTW qneFaM TPY~OBWX KonneKTHBOB ~ a~MHHHCTpaUHH npe~OCTaBnR

~TCR B COOTBeTCTBHH C BapHaHTaMH 1 H 2 nyHKTa 5 4 rocy~apcTBeFHoH npor
paMMbl npHBaTH3aUHH pocy~apcTBeHHwx H MyHHUHnanbHwx noe~npHRTHM B
POCCHACKOM ¢e~epaUHH Ha 1992 ro~

Bce a~UHH 3aKpennReMwe Ha onpe~eneHHwM CpOK B ¢e~epanbHoH co6c
TBeQHOCTH RBnR~TCR ponocY~~HMH

3 no Faqana aKUHoHHpoBaHHR npoH3Bo~cTBeHHwx 06be~HHeHHH H npe~nPH

RTHH a TaK~e noe~npHRTHH BXO~RWHX B ~06poBonbH~e o6be~HheHHR npoH3Bo
~ATCR Bw~eneHHe H3 HX COCTaBa H yqpe~~eHHe B KaqeCTBe caMOCTORTenbHclX
aKUHOreOdclX npe~npHRTHH Ha 6a3e cTpyKTypHWX no~pa3~eneHHM He OTHOCRWHX
CR K npOH3BO~CTBeHHO-TeXHOnOrHqeCKOMY npoueccy ~06wuH H nepepa60TKH ypnR
(cnaHua) (MonOn03aBO~~ KHpnHqHWe 3aBO~W opCW TOPPoBo-KynHHapH~e yQH
nHma npe~npHRTHR cenbCKOX03RHCTBeHHOPO npOA3BO~CTBa H ~pyrHe) ITpHBaTH
3aU¥R yqpe¥~aeM@X aKUHOHepHWX 06weCTB ocymecTBnReTCR B COOTBeTCTBHH C
~eHCTBY~WHM 3aKOHo~aTenbCTBOM 0 npHBaTH3aUHH HMyweCTBO Bw~e~ReMWX

CTpyKTypHclX no~pa3~eneHHH no pellieHH~ rocy~apcTBeHPoro KOMHTeTa POCCHMC
KOH ¢e~epaUHA no ynpaBneHH~ pocy~apCTBeQHclM HMymecTBoM Mo~eT nepe~aBaTb

CR B C06CTBeQHOCTb pecny6nHKH B COCTaBe POCCHHCKOH ¢e~epaUHH KpaF 06
naCTH Ha TeopHTopHH KOTOpWX OHO pacnono~eHo

He MOPyT 6~Tb B~~eneH~ H3 COCTaBa o6be~AHeHHH npe~npHF~AM ~o

Ha~ana HX aKUHoHHpoBaHHR cTpyKTypHwe no~pa3~eneQ¥R ocywecTBnr~WHe

TpaHcnooTHo-3Kcne~HUHoHHwe nH60 cTpoHTenbdble pa60T~ Heo6xo~HMwe ~np

noo¥3Bo~cTBeh~o-TexHOnOrHqeCKOM~eRTenbHocTH o6be~HheFAR ¥nH npe~noHRTAR

B uenOM
manHWH~H $OH~> _~nHmHG-3KcnnyaTaUHoHH~e H _~peMoHTHo-~poHyenbH@e

npe~npARTHR no ero o6c~~~t~~~Re-06beKT@~~§»epHo1f~H¢p~adTpYK
~YPR Haxo~RmHegR Ha 6anaHce ~npetJ6pa~P'O~$B~Jt~~~8>;!h:-~rlH~
H npe~npHRTHH no~ne~aT nepe~aqe B MYHHUHnanbH~ co6cTBeHHocTb ~~HHC:
TepcTBy ¢HHaHcoB~6ec~e~~eAepa~HHonpe~enHTb nopR~oK H CDOKH Bw~ene

PAr aCCHrHOBaHHH Ha co~epmaHHe YKa3aFHclX 06benTOB H3 Pecny6nHKaaCKOro

BEST AVAILABLE copy
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6~~meTa POCCHHCKOH ¢e~epaUHH

-- PeiiiehHFl 0 BbI,L\eJIe~~M~", CTpyKTypHblX nO,L\pa3,L\eJIeH~!!",! a TaXlKe 8. nepe,L\aqe
H~~eCT~a E MYHHUMnaJIb~~co6cTBeHHOCTb npHHMMaIDTCFl rocy,L\~~~~~
MMTeTOM POCCMHCXOH $eAepa~MM no ynpaBJIeHMID rOCY,L\ap~TBeHHblM MM~eCTEOM no
COrJIaCOBaHM~C PYKOBO,L\CTEOM-06~e,L\MHeHHHH npe,L\npMFlTHH

4 YCTaHOBHTb "ITO npH npe06pa30BaHHH B aXUHOHepHbIe 06~eCTBa npOM3
BO,L\CTBeHHbIA 06~e,L\MHeHMH M npe,L\npMRTMH YKa3aHHbIX B nyHxTax 1-14 npMJIOme
HHR N 1 K HacToR~eMY Yxa3Y E coocTBeHHocTb pecrry6JIMKM B COCTaBe Poc
CMHC~OH ¢e,L\epaUMM xpaFl 06JIaCTM Ha TeppMTopMH KOTOpblX OHM pacnOJIOmeHbI
nepe~a~TcR 15 npoueHToB 06bIKHoBeHHbIx H 5 npoueHToB npHBHJIerMpOBaHHbIX aK
UHH npMPanJIemamMX PoccMHcxoH ¢e,L\epaUHM B yCTaBHoM XanMTaJIe Ka~,L\Oro M3
yqpemnaeMbIx aKuHoHepHbIx o6~ecTB

ilpe,L\npMRTMFl BXO,L\Fl~Me B COCTaB npoH3Bo,L\cTBeHHblx 06~e,L\MHeHMH yKa
3aHHbIX B npMJIOmeHMM NiH HacToRmeMy Yxa3Y aXUMoHMpyroTcFl Kax ,L\OqepHMe
axuHoHepHbIe o6mecTBa B COOTBeTCTBMM C neHcTByro~MM 3aXOHO,L\aTeJIbCTBOM

5 YCTaHoBHTb qTO npM npeo6pa30BaHMH B axuMoHepHbIe o6~ecTBa npe,L\n
PHRTHH BXOnR~MX B ,L\OOPOBOJIbHbIe 06~e,L\MHeHHR YKa3aHHbIe B npMJIOmeHMH N 2
x HacToRme~y Yxa3Y ,L\eMCTBMe ,L\OrOBOpoB 06 o6pa30BaHMM 3THX o6~enMHehHM

npeKpamaeTcFl

6 ilpM npeo6pa30BaHMH B aXuMoHepHbIe 06mecTBa npoH3BOnCTBeHHbIx o6~e

,L\MHeHHH H npennpHFlTHH yxa3aHHbIx B nyHxTax 15-19 npHJIOmeHHH N 1 a Tax~e

npe~npHFlTHM BXOnFlmHX B n06pOBOJIbHbIe o6~enHHeHHFl yxa3aHHbIe B npMJIOlKeHHH
N 2 K HacToFlmeMY YKa3Y 10 npoueHToB (5 npoueHToB 06bIxHoBeHHblX M 5 npo
ueHTOB npHBMJIerHpOBaHHbIx) aXUHH npHHanJIemamMX POCCMHCXOM ¢e,L\epaUHH B
yCTaBHoM KanMTaJIe Kamnoro M3 yqpemnaeMbix aKUMoHepHbIx 06mecTB nepenaroTcR
B c06cTBeHhocTb pecny6JIMKM B COCTaBe POCCHHC~OH ¢e,L\epauMM KpaFl 06JIaCTM
C YCJIOBMe~ OOR3aTeJIbHOrO BheceHMFl 3THX aXUMM B YCTaBHbIe KanMTaJIbI aKUHO
~eOHbIA o6mecTB yqpemnaeMbIX COBMeCTHO C POCCHHCXOM ¢enepauMeH Ha ¢OPMM
pOBarlrle YCTaBHbIx XanHTaJIOB YKa3aHHbIx aKuHoHepHbIX o6~ecTB POccHHcKaFl ¢e
nepaUHR HanpaBJIFleT 12 npOueQTOB rOJIOcyromHx aXUMM xam,L\oro H3 o6pa30BaHHbIx
aKuMoHepHbIx oomecTB

Oopa30BaHMe aKuHOHeOHbX oo~ecTB Ha OCHOBe XOHCOJIH,L\aUHM naxeTOB a~

UHM ocymeCTBJIReTCR C yqeTOM MHeHHR TpynOBbIX XOJIJIeXTMBOB aKUMoHepHbIx 06
weCTB M no COrJIaCOBaHH~ C TeppHTOpMaJIbHbIMM ynpaBJIeHHFlMM rocy,L\apcTBeHHoro
KOMMTeTa POCCMMCKOH ¢enepauHH no aHTHMOHOnOJIbHOM nOJIHTMXe H nonneomxe
FOBbIX SXOhOMMqeCXMX CTpyxTyp M MMHMCTepcTBOM TOnJIMBa M 3HeoreTHKM Poc
CMHCKOrl ¢enepaUMH

7 B ueJIRX cTpOMTeJIbCTSa BamHeMwMx oo~eKToB yronbHoM nDOMbIWJIeHrOCTrl
Ha TepoMTopMM KeMepoBcKoM o6nacTM rOCY,L\apCTBeHHOMY xOMMTeTy POCCHHCXO¥
¢e~epaUHH no ynpaBneHMID rOCYnapCTBeHHbIM MMywecTBOM y~penHTb aKUMOqeOHOe
06mecTBo hy30accHHBecTyrOJIo H 3axpenMTb KOHTPOJIoH~M naxeT aX~MM SToro
06meCTsa B ~e~epaJIbHOM cOOCTBeHHOCTM Ha nBa rona

8 YCTaHOBMTb "ITO He MeHee 38 npoueHToB nOMHanJIe~amMX POCCMHChOM
¢e~epaUMH a~uHM aKUMopepHbIX oo~ecTB yqpeW~eHHbIX Ha 6a3e YKa3a~HbIX B
np~JIO~e~HX N 3 K HacToFl~e~y YKa3Y 3aBOnOB yrOJIbHOrO MaWH~OCTooe~HFl 3ax
OenJIfi~TCFl B wenepaJIbHOH co6cTBeHHocTH Ha OnMH ro~ M y~pemneQH~X Ha oa3e
waxTocTpOMTeJIbPbIX KOM6MHaToB M caHaTopFo-KypopTHbIX opraHM3aUHH yxa3aH
hwX B npMJIOmeHHM N A K HaCTOFlmeMY Yxa3Y - Ha nBa rona

3aKpenMTb B we~epaJIbHOM c06CTBeHHOCTH Ha TPM rO,L\a npMHanJIema~Me

POCCMHC~OH ¢enepauMH aKUMH a~UMOHepHbIX OOmeCTB yqpemneHHbIX ha 6a3e npo
M3BOnCTBePHbIX 06~e,L\MHeHMH M npennpHFlTMH a TaKme npennOMFlTMH BXO,L\R~MX B
~oopOBonbh~e 06~enMHeHHR YKa3aHH~A B npllnomeHMFlX N 1 M 2 K HacTofiweMY
Y«a3Y

BEST AVAILABLE copy
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9 He no~ne~aT aKUMoHMpoBaHMID M npMBaTH3aUMH TpecT ApKTMKyronb H
BoeHM3HpoBaHH~e ropHocnacaTenbH~e qaCTM

npe~ocTaBHTb npaBo yqaCTMR B 3aHp~ToM no~nMcKe Ha aHUHH npOBO~HMOM

cpe~H pa6oTHHHOB npHBaTH3MpyeM~x npe~npHRTHA Ha YC~OBHRX YCTaHoB~eHH~x

~~R oa6oTHMKOB 3TMX npe~nDMRTMM

pa60THHHaM BoeHM3MpoBaHH~x ropHocnacaTenbH~x qaCTeH Ha aHUHM o6c
nY~MBaeMoro HMM npe~npMRTMR

pa60THHHaM ~o6poBonbH~x o6~e~HHeHMH npe~npHRTMM npe~ycMoTpeHHclx

npH~o~eHMeM N 2 H HacToRmeMy YHa3Y - Ha aHUHH O~Horo H3 npe~npMRTHM

BXO~HBWHX paqee B o6~e~HHehHR

nOpR~OH pea~M3aUHM pa60THHKaMH BoeHM3MpOBaHH~X roppocnacaTenbH~x

qaCTeM M ~06POBO~oH~X 06~e~MHeHHH npe~npHFTHM npe~ocTaB~ehHoro npaBa yc
TaHaB~HBaeTCR rocy~apcTBeHH~M HOMMTeTOM POCCMMCHOH ¢e~epaUMM no ynpaBne
HHID rocy~apcTBeHH~M MMymecTBoM

YCTaHOBMTb qTO Ha uenH npe~ycMoTpeHH~e HaCTORmHM nyHKToM rocy
~apcTBeHH~H HOMHTeT POCCHHCKOM ¢e~epaUMM no ynpaBneHMro rocy~apcTBeHH~M

AMymecTBoM BnpaBe ~onO~HMTenbHO Mcnonb30BaTb ~o 3 npoueHToB ronocy~mMx

aKUMM POCCHHCHOH ¢e~epaUHM B YCTaBH~x HanHTanax aHUMoHepH~X 06mecTB
10 YCTaHoBHTb ~TO onpe~eneHHe BenH~HHW yCTaBHoro KanHTana H yCTa

HOBneHHe pasMeDoB nbrOT pa60THHHaM o6~e~HHeHHH H npe~npHRTHH, YKa3aHHwx
B npHno~eHHRX N 1-4 H HacToRmeMy YHa3Y ocymecTBnRroTcR 6e3 yqeTa nepeo
ueHHH npoH3Bo~HMOH B COOTBeTCTBHH C nOCTaHOBneHHeM npaBHTe~bcTBa POC
CHHCHOM ¢e~epaUMH OT 14 aBrycTa 1992 r N 595 0 nepeoueHKe OCHOBH~X

¢OH~OB (cpe~cTB) B POCCHHCKOH ¢e~epaUHM

11 rocy~apcTBeHHoMY HOMMTeTy POCCMHCKOM ¢e~epaUMA no ynpaBneHMID
rocy~apcTBeHH~M HMymecTBoM yqpe~MTb rocy~apcTBeHHoe npe~npHRTMe Pocy
rono ~nR HOMMepqeCHOrO ynpaB~eHMR 3aKpennReM~MM B ¢e~epa~bHoH c06cTBeH
HOCTH naHeTaMH aHUHH aKUHoHepH~x 06mecTB 06pa30BaHH~x B COOTBeTCTBHH C
HaCTORmMM YKa30M

npaBHTe~bcTBY POCCMHCHOH ¢e~epaUHM qa3HaqHTb rehepa~bHoro ~MpeHTopa

M COCTaB PYHoBo~RmMX opraHoB rocy~apcTBeHHoro npe~npMRTMR Pocyro~b a
TaK~e 06ecneu HTb 3aH~IDqeHHe C YHa3aHH~M npe~npHRTMeM ~oroBopa 0 KOMMep
qeCHOM ynpaB~eHHM naHeTaMH aHUHH saHpennReM~MH B ¢e~epa~bHoH co6cTBeh
HOC~H H KOHTponb sa ero HCnO~rleHHeM

YCTaHoBHTb qTO npo~a~a artUHH nepe~aBaeM~x B HOMMepqeCHOe ynpaB~e

HHe rocy~apcTBeHHoMY npe~npHRTHro Pocyronb ocymecTB~ReTcR no pewePH~

npaBHTe~bcTBa POCCHMCHOH ¢e~epaUHH B nopR~He YCTaHoB~eHHoM ~eHcTByromHM

SaKOqO~aTenbCTBOM

12 TIpaBHTenbcTBY POCCHHCHOH ¢e~epaUHH B 2-MeCRqH~H CpOH
YTBep~HTb ITono~eHHe 0 rocy~apcTBeHHoM no~~ep~Ke npe~npHRTHH yron~

HOM npoM~m~eHhocTH

oasoa60TaTb npe~no~eHHR no cos~ahM~ 6esonacH~x ycnoBAH
Ta~oB~eHHro npo¢eccHoHanbH~x Tpe60BaHHH H nMuaM haSHa~aeM~M

reqeDanbPoro ~HpeHTopa (npesM~eHTa) npe~npHRTHR no ~o6~qe

yrnF (cnaHua) HesaBHCHMO OT opraHMsaUMoHHo-npaBoBoM WOP1~

H OTBeTCTBe~HOCTH sa HX HapyweHHe
13 rocy~apcTBePHoMY HOMHTeTy POCCHMCKOM ¢e~epauHH no ynpaBneHH~

rocy~apcTBe~H~M M~ymecTBoM B 10-~HeBHbIM CpOH onpe~enHTb nODR~OK M CP0riH
o6pasosaHHR KOMMCCHH no npHBaTHsaUHH o6~e~MHeHHM npe~nDHRTAM opraHHsa
UHH YHasaHH~x B npHno¥eHHRx N 1-4 K HacToRmeMy YKasy

npe~ocTaBHTb npaBo ITpaBMTenbcTBY POCCMMCHOM ¢e~epaUHH BHeCTM B~Te

KaromAe HS HaCTORlliero YHasa MSMeHePMR B TMnoBoH yCTaB aKUMOHepHoro 06
llieCTsa OTKp~Toro THna yqpe~~aeMoro rocy~apcTBeHH~M KOMM~eTOM POCCMHCKOH
¢e~eoaUHA no ynpaBnehM~ rocy~apcTBeHHbIM MMymecTBoM ero TeppHTopHanbF~M



•
areHTCTBOM KOMHTeTOM no ynpaBneHH~ HMymecTBoM pecny6nHKH B COCTaBe Poc
CHHCKOH ~eAep~UHH KpaR 06naCTH aBTOHOMHoro oKpyra paHOHa (KpOMe pa
HOHOB B ropOAe), ropoAa (KpOMe ropO~OB paHOHHoro nO~~HHeHHR) YTBepm~eH

H~H YKa30M ITpe3H~eHT~ POCCHlcKOI ¢e~epaUHH OT 1 H~nR 1992 r N 721 ·06
opraHH3a~HOHH~X Mepax no npeo6pa30eaHHro rocy~apcTBeHH~X npe~npHRTHH

~o6poBonbH~x o6~e~HHeHHA rocy~apcTBeHH~X npe~npHRTHI B aKUHoHepH~e 06
llleCTBa

14 YCTaHoBHTb ~TO B OTHomeHHH npe~npHRTHA, pacnonomeHH~x Ha Tepp
HTOpHH pecny6nHK B COCTaBe PoccHAcKOH ¢e~epaUHH nopR~oK H ycnoBHR aKUH
oHHpoBaHHR MoryT onpe~enRTbcR cneUHanhH~MH cornaweHHRMH Mem~y ITpaBHTenh
CTBOM POCCHHCKOH ¢eAeoaUHH H npaBHTenhcTBaMH cooTBeTcTByrolllHx pecny6nHK B
COCTaBe POCCHHCKOH ¢e~epaUHH

15 ITpaBHTenhcTBY MOCKB~ npe~ocTaBHTh rocy~apcTBeHHoMY npeAnpHRTHro
Pocyronb nOMellleHHR 3aHHMaeM~e paHee KopnopaUHeA "Yronh POCCHH no

a~pecaM r MocKBa yn HOB~A Ap6aT ~ 15 yn ITnrolllHxa, A 10

•

•

ITpe3HAeHT POCCHHCKOA ¢eAepaUHH
MocKBa KpeMnb
30 ~eKa6pR 1992 ro~a

N 1702

B EnbUl-rH
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LETTER OF AGREEMENT

Terms of transfer of housIng stock, communal maIntenance assets and
soc~al assets to the munIcIpal property of Anzhero-Sudzhensk

Andzhero-Sudzhensk 4/22/94

Andzhero-Sudzhensk CIty Admln~stratlon on behalf of the Head of
AdmInIstratIon, Mr A Skor~k actIng on the baSIS of the Law "On
Local Self-government" hereInafter" ADMINISTRATION" "Rosugol"
Company on behalf of the General D~rector Hr Y Malyshev actIng
on the baSIS of the company charter hereInafter "COMPANY" the
JOInt-stock company "Severokuzbassugol" on behalf of the General
D~rector Mr E Kukharenko actIng on the bas~s of the company
charter hereInafter "ENTERPRISE" State Property Management
CommIttee of Kemerovskaya Oblast on behalf of the ChaIrman Mr
A Lavrov hereInafter "CommIttee" .. -have s~gned thIS Letter of
Agreement

•
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SubJect matter and obJect~ves of thIS Agreem~t

The subJect matter and obJectIves of thIS Agreement
are the terms on WhICh and the InstructIon for
transferIng hous~ng and communal maIntenance and
SOCIal assets WhICh are on the balance sheet of the
enterprIses and the JOInt-stock company
"Severokuzbassugol," to the mun~cIpal

property of the CIty of Anzhero-Sudzhensk

OblIgatIons of the PartIes

The "ADMINISTRATION" oblIgates Itself to

•

2 1 1 Accept the hOUSIng stock the SOCIal Infrastructure
assets and the enterprIses ma~ntaIn~ng

these assets transferred by "ENTERPRISE" to
munICIpal property WIthIn the dates agreed In
supplements 1 2

2 I 2 GIve the "ENTERPRISE" the r~ght of next-In-lIne
occupancy of the vacated hOUSIng stock
managed by "ENTERPRISE" before the prIvatl-
zat~on of saId stock

2 2 The "COMPANY" oblIgates Itself to

2 2 1 FInance the current maIntenance and all types of
repaIrs of the transferred assets of hOUSIng and
communal maIntenance and SOCIal assets In such
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amounts as correspond to e:llast~ng expend~ture norms
and w~th~n the per~od agreed ~n supplements I 2
upon rece~pt by the Oblast bUdget of the funds
for these purposes from the RF M~n~stry of F~nance

Transfer by the establlshed procedure expendltures
for ma~ntenance of hous~ng and communal
ma~ntenance assets and demol~sh1on of soc1al
assets to mun1c1pal property 1n amounts
correspondlng to flnanclal plans

F~nance demollsh~on of old and emergency hous1ng
and replacement by off~c~al hous~ng and property
1n the volumes and w~thln the dates covered 1n
supplements 3 4 5 6 7

2 3 "ENTERPRISE" obl1gates ~tself to

2 3 I
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Carry out techn1cal measures prepare the
necessary documents on the transfer of hous1ng and
communal ma~ntenance soclal assets and
transfer them ~n the establ~shed procedure, w1th1n
the dates covered 1n supplements 1 2

Cont~nue malntenance of hous~ng and communal
ma1ntenance assets and soclal assets unt1l
they are transferred to c1ty property

"COMMITTEE" obl1gates ~tself to

Superv1se the part1es I performance ~n accordance
Wl th the terms and dates of the present
agreement covered 1n supplements 1 2 3 4 5 6 7

Respons1b1l1ty of the Part1es

Part1es to the present agreement w~ll carry out
the~r respons1b1l1t1es 1n accordance w1th the RF
laws currently 1n force

"ENTERPRISE" 15 respons1ble for hold1ng the
assets covered ~n the present agreement unt~l the1r
transfer to the C1ty ownersh~p

Per10d of val1d1ty of the agreement

The agreement comes 1nto force from the moment of
s~gnature hy all Partles

The valld1ty of the agreement shall cease from the
moment of fulf11lment of ~ts terms

Spec1al terms



•
5 1 D1sputes concern1ng the present agreement shall be

settled by arb1trat10n 1n the estab11shed procedure

5 2 Supplements 1 2 3 4 5 are an 1ntegra1 part of the
present agreement

6 Legal addresses of the Part1es

ADMINISTRATION 652090 Anzhero-Sudzhensk 6 Len1n Str
COMPANY 121910 Moscow 15 Novy Arbat St
ENTERPRISE 650002 Kemerovo 14a Shakhterov Prospect
COMMITTEE 650099 Kemerovo 58 Sovetsky Prospect

S1gned by

•

•

Sl.gnature
A Lavrov

"ENTERPRISE"

Sl.gnature
E.Kukharenko

Sl.gnature
Yu Malyshev

"ADMINISTRATION"

Sl.gnature
A Skorl.k



• Supplement 1

SCHEDULE

Preparat~on and transfer of houslng and communal assets
of the JOlnt-stock company "Severokuzbassugo1" to the
munlc~pal property of the c~ty of Anzhero-Sudzhensk

# Names of enterpr~ses and Dates of Persons respo-
assets (Hous~ng and transfer nSlble for
Communal Ma~ntenance) rece~pt

to be transfered and transfer

1 Water supply and sewage 05 01 94 A Ma1yg~n

network and fac~l~t~es 07 01 94 A S1ntsov

2 Repa~r and Constructlon 05 01 94 I Ma10muzh
Management 07 01 94 A S1ntsov

-
3 BOller-houses and heat- 05 01 94 A Matveev

~ng systems 07 01 94 A S1ntsov

4 Hous~ng Stock on the 05 01 94 V Gabr~e1

balance sheet (Houslng 07 01 94 A Slntsov
and Communal Malntenance
Department)

• Comm~ttee S~gnature A Lavrov

Company S~gnature Yu Malyshev

Head of C~ty

Admln~stratlon Slgnature A Skorlk

Enterpr~se Slgnature E Kukharenko

•
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Supplement 3

PROGRAM

F1nanc1ng for demol1t1on/replacement of old
Hous1ng Stock of Anzhero-Sudzhensk (Department of Hous1ng and

Communal MaIntenance) of "Severokuzbassugol" Concern

Year based on based on Necessary Neces-
cond1t1on as cond1t1on as volume of sary
of 4/1/94 of 4/1/94 to replace f1nanc-

old 1ng for
Old housJ.ng Number of demolJ.shed demol1-
be1ng people hous1ng (In tlon
demolIshed IJ.v1ng 1n m2 ) housJ.ng
(1n m2) old hous1ng (In bIn

roubles)

1 1994 3,799 228 4 560 2 96

2 1995 13 394 950 19 000 12 35

3 1996 13 394 950 19 000 12 35

4 1997 13 394 950 19 000 12 35

5 1998 13 394 950 19 000 12 35

6 1999 13 394 950 19 000 12 35

7 2000 13 397 952 19 040 12 38

TOTAL 84 166 5 930 118 600 77 09

1 Est1mate of the need 1n total housJ.ng area to replace the
demol1shed hous1ng

20m2 x 5 930 =118 600 m2 of total hous1ng
area

The accepted soc1al norm per person 1S 20 m2

2 The accepted cost of 1 m2 of hous1ng 1n Kemerovskaya ob1ast
1S 650 000 roubles

3 The IJ.st of old hous1ng be1ng demollshed 1S attached Its
volume 1S 84 166 m2

•4 The allocated cap1 tal 1nvestments are 1ndexed accord1ng to
changJ.ng pr1ces
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"THE COMMITTEE"

S~gnature

A Lavrov

Head of Anzhero-Sudzhensk
C~ty Admln~stratlon

Slgnature
A Skorlk

The D~rector General of
"Rosugol h Company

S~gnature

Y Malyshev

The D~rector General of
"Severokuzbassugol" Concern

S~gnature

E Kukharenko
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SUPPLEMENT 4
Attached to the
Agreement dated

1994

PROGRAM

of Hous~ng Construct~on F~nance to satlsfy the need for
off~c~al l~vlng space as per ex~st~ng norms

Amount of Amount of Amount of
offlcJ.al offJ.cJ.a1 offlcJ.al
housJ.ng houslng housJ.ng
on on on
01 01 94 01 01 94 01 01 94

Year accordJ.ng exlstl.ng shortfall Planned Necessary
to the sq m sq m houslng volume of
norm construc- fJ.nance

tl.on ("J.n bIn
to f~ll roubles)
the need
for
offlclal
hous~ng

(~n sq m)

1994 20 769 2 573 18 196

1995 6 000 3 900

1996 6 000 3 900

1997 6 196 4 027

Note

1 To determ~ne the need for off~cla1 llvlng space as per
norms 3% from the total area were taken ~nto

account

2 The cost of 1 m2 of houslng In Anzhero-Sudzhensk ~s

650 000 roubles as per the data on January 1994

3 Capltal ~nvestments have been ~ndexed In accordance
wl.th changl.ng prlces
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"THE COMMITTEE"

Slgnature
A Lavrov

"THE ADMINISTRATION"

SJ.gnature
A SkorJ.k

"THE COMPANY'

SJ.gnature
Y Malyshev

"THE ENTERPRISE"

SJ.gnature
E KUkharenko
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SUPPLEMENT 5

PROGRAM

of constructlon flnance to bUlld lts own base for
Anzhero-Sudzhensky "UVKKH" of ·Severokuzbassugol" Concern

Asset name EstImate Cost Aggreed prIce
(In Index -
thou roubles) 2 000 (mIn

roubles)

ReconstructIon of the 48 013 96 028
eXIstIng source of
water supply

IncludIng

1 SMR 22 885

2 EquIpment 9 121

3 Other 16 006

Structures aImed to 2 506 5 012
get underground waters
Installed out of the sIte

IncludIng

1 SMR 1 393

2 EquIpment 40 8
I

3 Other 1 071

II UVKKH " Base 24 284 22 209

IncludIng

1 SMR 1 936

2 EquIpment 836

3 Other 8 326

ReconstructIon of hydro 300 600
unIt

Replacement of water-maIn 216 433

TOTAL 124 282



Note The allocated cap~tal ~nvestments are ~ndexed accord1ng to
chang~ng pr1ces•
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"THE COMMITTEE"

S1gnature
A Lavrov

"THE ADMINISTRATION"

S~gnature

A Skor1k

"THE COMPANY"

S~gnature

Y Malyshev

"THE ENTERPRISE"

S1gnature
E Kukharenko
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SUPPLEMENT 6

PROGRAM

of des1gn and construct1on f1nance of b011ers w1th
heat1ng systems In Anzhero-Sudzhensk

Note (accord1ng to the pr1ces of 1991 1n thou of roubles)

Measure Date when 60 Gcal 20 Gcal Notes
money 1S bOll- b01l-
spent house house

1 Des1gn of 1994 583 416
boIlers

2 Construct1on of 1994 1 200 -
boIlers 1995 5 500 2 450

1996 2 800 3 500 - -
TOTAL 10 083 6 366

GRAND TOTAL 16 449

Note
1 After comm1sS1onlng the above ment10ned bOllers a number

of old communal b011ers w111 be demo11shed

•
2 When des1gnlng a 60 Gcal b011er flnanclng and

construct1on of 1tS own UKKITS base wIll be planned

•

"THE COMMITTEE"

SIgnature
A Lavrov

"THE ADMINISTRATION"

S1gnature
A Skonk

"THE COMPANY"

Slgnature
Y Malyshev

"THE ENTERPRISE"

S1gnature
E Kukharenko



•

•

•

SUPPLEMENT 7

LIST

of communal Anzhersky UKK and TS bOJ.lers beJ.ng
demolJ.shed after new 60 Gcal and 20 Gcal

bOJ.1ers are put J.nto operatJ.on

BOJ.l-houses beJ.ng Date of Balance DeprecJ.a- Notes
demol J. shed puttJ.ng sheet tJ.on

J.nto cost
operatJ.on

1 After 60 Gcal
beJ.ler J.S
put 1nto
operat1on

B01ler # 11
111-a Matrosov str 1970 1 136 83

BOJ.ler # 12
121-a Matrosov Str 1960 1 523 90 -
BOJ.ler # 13 1953
KamyshJ.nskaya Str 1983 2 808 24

BOJ.ler # 14
127 ProsveshenJ.ya
Str 1958 1 800 83

BOJ.ler # 15
1 Lazo Str 1958 2 371 80

BOJ.ler # 16
SJ.lovoJ. lane 1957 770 72

2 After 20 Gcal
bOJ.ler J.s put J.nto
operat10n

BOJ.ler # 7
19-a Be10vskaya 1970 2 862 82
Str

BOJ.1er # 8
I-a Tyrganskaya 1964 1 992 66
Str

BOJ.ler # 9
ProsveshenJ.ya Str 1963 1 027 68

BOJ.ler # 10
24 Shakhterskaya
Str 1970 224 79



• Baller # 10
24 Shakhterskaya
Str 1970 224 79

•
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"THE COMMITTEE"

Slgnature
A Lavrov

"THE ADMINISTRATION"

Slgnature
A Skorlk

"THE COMPANY"

SJ.gnature
Malyshev

"THE ENTERPRISE"

SJ.gnature
E Kukharenko



\VCOAL REGIONS

AND COMPANIES
OF RUSSIA

KomI Repubhc
Vorklltallgol
VOIgashOl,kaya Mme
IntaLlgol
Zapadna}a Mm...

KLlLnet>kaya M1l1c
Bdovollgol
KlSele\ ,kugol
VakhlllSheva Mme
PlOkopyevskllbol
Kllznetskllbol
Raspad,1 aya Mm...
KllzbassrazleLllgol
Chell1lgovets SUI fa ...e M1l1e
YLlzhny Kuzbass
MezhdUlechye
KLlzba,sugleobopshel1l} e

No 1

l~USSIAN COAL

Informational Pamphlet

MUl1Stry of Economy
RUSSIa

Project PreparatIOn Ulllt
Coal Restructurmg

WlfO IS PARFICIPAFING IN THE COAL
RESTRUCTURING PROGRAM?

WHAF ABOUT YOU?

Tula Kaluga Srnolensk and
Tverskaya Repons

Tlliallgol

Rostov RegIon
GLlkovugol
Obukhovskaya Mme
Rostovllgol

Perm RegIon
KIzelllbol
ShumIkhm,kaya M1l1e

Yekatennburg ReglOn
Vakhrllshevllgol

Orenburg Repon Bashkortostan
Repubhc

Bashkullgol

ChelyabInsk RegIon
ChelyabmskllgoI

Kra,noyarsky Kral Tuva Repubhc
KlasnO} '1skLlgol

Khakassla Repubhc
Khakassllgol

Irku10k and Ch,ta Repons
Buryana Repubhc

VOStsIbllbo l

Yakuna Sakha
Yal<tltLlgol

Magadan RegIOn Chukotka
SevelOvostokLlgol

Arnur ReglOn
Dah ostllgol

Pnmorsky Khabarovsky Krals
Prunolskllgol
Ulgalugol

-J.

-,,"
r-':;;
\_L)..
-",'

""

~

~
.~

NOvoslblnk R<-glOn
SlbantIat>lt

Kemerovo ReglOn
Severokuzbassllgol
Lemmkllgol

Sakhalm reglOn
Sakhalmllgol

Lenmgrad RegIon
Lenmgl adslanets

October 1996

15 Novy Arhat Moscow Rooms 523 525
tel (095) 202 66 78/202 85 23 202 84-78
fax (095) 202-84 78 Project Preparanon Umt

Coal Re,tructllnng Loan
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f\.ulle losltiun
PaLaDm VladtOUIT First Deputv Pnme MinISter of the RUSSIan
Olegovlch Government ChaImlan of the Conmllssl0n
MehkYdn Gennady MInister of Labor and SOCial Development
OI"Ofhll...Vlt..h Deputy Chalffilan of the CommISSIon
Yevtushenko AJexander Fm:t Deputv MUlI'::tcr of Fuel and Energy
EvdokImovlch Deoutv Chalmlan of the CommiSSion
Unnson Yakov FIlst Deputv MinISter of LLonomy
MOlSeevlLh
Astakhov AJe'Xandl,r ChIef Research Worker Central SCIentIfic and
Semenovlc..h Researc..h In~htute of Economy and Coal
Kokh Alfred Chalmlal' of GFJ
RemgoldoYlch
BUhUlov Hadll Mural Chamnan of the Union of Non Government and
MIkhallIvleh PohtIcaJ OmaDizallon< of the North
Budko V,laIy Iyanovlch Chalmlan of NPRUP Committee
ShLedrov Vladmllc Deputy Minister of FmanLe
hall0Vlch
Pc..trov Andrei Yunevll-h FIrst Deputy MmlSIer of Fmanee
Zubov Valel)' Head of the krasnoyal~kyKIT" AdnllDlslratIon
Mlkh3.llovlch
KasSlkhln Gennady Head of the Coal Department of the Ministry of
Alexandrovll.h Fuel and Enel1,y
KJslyuk Mikhail Head of the !\.l,nlorovo Region Adnlllllstrahon
Bonsovlch
Kovalchuk Alexander Director of the Coal Markel Re~earch Institute
Bonsovll,h
KozhuhoYsky Igor Head of the Coal Department of the MmI<tl)' of
Stepanmlch Economy Head of Ihe Secretanat of lAC
KUraJnll1 VladImir Fust DL.putv MUl1<;ter of NationalItIes
PetroVIch
Lexm Vladlmlc Head of the Department of the InstItute of
N IkolaevlLh Systematic AnalysI' undt.-r the RUSSian Academy of

SClem..e
Malyshcv YUl)' General Dlreclor of Rosugol
N Ikolaevu..h
MoStOVOI Pelc PetroVich General Director of the Federal Department on

Bankruptcy under 01.l
Nazdrntenko Evgenv Head of the Pnmo1<ky K.raJ AdmmlStration
Ivanovll.h
Okatov AI xander First Deputy Head of the KomI Republic
MIkhallovlch
Petrov VladimIr Consultant of the Department for CooperatIon
N IkolaevlLh ""ltl1 the State Duma population and NGO... under

the Government AdmInIStration
Sevrvugm Nikolai Head of the Tula ReblOll Admll11stratlon
Vaslhevlch
Segal Alexander Head of the Vorkuta AdmmlStratlon
ZvamoYleh
Selbeev Alexander ChaIooan of NPG
Andreevlch
Utkm Vlktor BonsovlLh AsSJ<tant of the Head of the Pre<idenllal

Admllll~llatlon

Chub VladInllf Head of the Ro~tov ReglOJi Adnunlstratlon
Federovlch
Shamraev NikolaI DepulY MmlSler of Economy

MinIstry of [conomy of Ru.'>sld. 19 NO\; Albll

Mmco" Room #1108
IgOl Stepanm Ich Kozhukho\ sky Ch,ef of Department
EconomIC and SOCIal Problems of the Co,l RegIons Mmlslq
of Economy of Russ"
lel /faA (095) 203 78 54

Mmlstry of Fuel and [nergy 7 Kltaysk; PIO;ezd

Mosco" 103074 Ale,andel Yevdoklffim ,ch Ye\ tnshenko
FllSt Deputy Mmlster of Fuel and Enelgy
tel (095) 9257464 fa, (095) 9252153

ASSOCIatIon of Mayors of Mmmg CltIes
Moscow Ale,ander Vyachesla\o\1ch Chetny 6 Lemnsk;
PlOspect Moskow tel/faA (09'i) 236 95 59
Vladumr Gngoryevlch Rotln MayOl of Vene\ Tula
RegIOn VIce PreSIdent of MayOls AsSOCIation tel 36 42 65

Rosugol
Yun NIlwlaye\ Ich Mal;she\ Genelal Dlrectol
tel (095) 202 00 70
Valery Yevguenye\1ch Zaldenvalg Fl1St Deput; Genelal
Dl1ector tel (095) 20200 89

RUSSIan Umon of Coal Industry Employees
(ROSUGLrPROF)
Vltaly hanovlch Budko Ch,l1man 64 Zeml;ano; Vdl
Mosco" lel (095) 915 80 81 faA 915 01 02

Independent Mmers Umon (NPG)
AleA,ndel Andree\ lch Selgeev Ch31rmdn
15 Nov; Al bat MOSLOW Fl 20 Room 2004
tel (095) 20261 20 faA 202 83 28

Mmlstry of Labor and Soclal ProtectIon
(Fedelal Employment Sen Ice Wlthm the lmmstry)
Moscow Blrzhe\ aya Squale 1
Gennady Georgovlch MehkYdn MmlStel
tel (09'i) 261 20 30 / 298 83 01

Inter-Agency Coal CommlSSIon (MVK)
Secretanat [gOI StepanovlLh Kozhukho%ky Ch,ef of
Department EconomIc and SOLlal PlOblems of thL Coal
RegIOns Mmlstry of Economy of RUSSIa tel /faA (095) 203
78 54/ 290 27 85

In February 1996 the AssocIation of Md; ors of Mmmg Cltle,
was founded to assISt m lesolvmg vanous SOCIal ISsues facmg
RUSSIan coal commllnlUe!:l

The coal trade umons admmlStratlons Rosugol mmlstnes
and agenLles actl\ ely particIpate m LOal refOlm
The particIpants of coal lestluctunng ~le

Your Contact LJst
REFORMUGOL - 15 Novy Arbat Moscow Fl 5

Rooms 518 523 tel/faA (095) 202 8478 /tel 202 8523

Coal restructunng m RlISSla began m 1993 "hen lhe
transItIOn toward a mad<et econom; requlled coal producers
to become competitive mOle effective and plOfitable
[n 1993 the Intel Agency Coal CommISSIon (lAC) "as
created to assIst the coal lehlOns the lAC IS a multi part;
structllle representing all partiCIpants to coal re<tructunng
gllldmg the tranSltlon process BaS1C Trends of Coal

Restructunng was adopted by the lAC

Background

1 MmlStry of Fmance
2 MmlSt'1 of Econom;
3 MmlStry of Fuel and Enelgy
4 MmlStry of La bor and Soctal Protection
5 Intel Agency Coal CommISSIon
6 State Statistical Agency (Goskomstat)
7 State Property CommIttee (GIG)
8 Independent Mmers Umon (NPG)
9 Russtan Umon of Coal Industry Emplo;ees

(ROSUGLEPROF)
10 ROSUGOL
11 Coal Compames
12 Independent Mmes

13 Local AdmmlStlatlons
14 AsSOCIation of MayOls of Mmmg CIties
15 REFORMUGOL ( an mdependent non profit RUSS1an

foundation establIShed m June 1996 to support
lffiplementatlon of Coal sector reform)



15 Novy Arbat Moscow Rooms 523-525
tel (095) 202-85-23 202-84-78 fax (095) 202 84-78

Project Preparatlon limt
Coal Restructunng

IF YOU HA VE BEEN LAID OFF OR
ARE EXPECTING TO BE LAID OFF,
HOlV CAN YOU HELP YOURSELF?

Your Contact LISt
~ -r

...~
MInIstry of LabOl and SOCIal PlOtecnon
(Federal Imployment SeTVlce WIthm the

mInIstry)
Contact mfolm~tIon as of December 1995

RegIOnal Employment SerVlces ha\ e local departments 1nd
address lssue, of

reglstlanon of unemployed
SOCial protecnon of unemployed (socIal payments to
uuemplo}cd plOmotlOn of employment compensatIon)
llammg and letlammg of 11l1\.-mployed (plOfeSSlonal
l1ammg professIOnal consultancy)
SUppOlI to \ nInerabIe gIoups (dIsabled pensIOners
etc)
olgamzatIon of pubhc "Olks
mIgratIon sen lces
legal ad\\cc
support for self employment etc

IT MAY BE USEFUL'
DO NOT HESITATE TO CALL'

Bushkortostan Repubhc
24 B Grazhdanskaya 450059 Ufa
tel (8 3472)254606 fa" 24 16 94
Irkutsk Reglon
28 S\ eldIO\ a St Irkutsk 664003
tel (83952) 3-361 85 fa" 33 45 98
Kaluga Regton
39 Ryleeva St Kaluga 248650
tel (808422)1208-71/12 03 50 fax 12 03 40/120866
Kcmerovo Rcgton
141 G Lemna PlOspekt Kemerovo 650060
tel (8 3842) 53 95 66 faA 53 95 66
KomI Repubhc
152 IntematslOnalnaya St Syktyvkal 176610
tel (8 821 22) 2 5008 fa ... 2 21 43

~};
'V """,

Krasl1oyarsl..y Kral
h Decabnsto\ Sl Klasnoyarsk 660017
tel (8 ,912) 23 12 67 fa" 23 52 08

Lenmgrad RcglOn
12 Bmldmg 2 Tlamvayny PlOspekt S~mt Petclsbnrg 198207
tel (8 q12) 153 76 46 k, 15, 7040
Magadan ReglOn
8 POllo,"ya St Mapdan 685000
tel (8941 3)26200/288 89 fa" 26200
NOvoslbIrsk RegIon
75 Knsny PlOspekt NO\oslbllsk 6,0104
tel (83832)2047 68/h"
Orenburg RegIon
14 Komsomolsbya 5t Orenbmg 460309
tel (83532) 4721 61/470032 fa ... 72 19 75
Penn Regton
57 Komsomolsky PlOspect Penn 614039
tel (8 342) 64 55 77/64 55 76 fa" 45 02 57
Prunorsky KraI
2 1st Morskay~ St Vlad" ostok 690007
td (q 42,2) 26 72 96/22 68 86 fa" 22 11 38/26 56 32
Rostov RegIon
33a/47 Okty1brya Plospect Rosto\ on-Don 344068
tel (88632)386617/742391 fa ... 74 1724
Sakha Repubhc (Yakuna)
6/1 P Ale...eeva St Yakutsk 677000
tel (8222) 2 13 56/4 13 66/fa"
Sakhahu ReglOu
40 D7erzhmskogo St YU7hno Sakhalmsk 693007
Te\ (8 42400) 3 48 07/3 48 74/1al c 3 52 33
Yel..atennburg ReglOu
12 Melkovskaya St Yekatennbmg 620027
tel (8343) 567624/5'393 77/fa"
Tula ReglOn
50 Sov\.-ts1.aya St Tula 300000
tel (80872)275748/27 57 95 f~A 27 66 88
KhakassIa Repubhc
73a Khakasskaya St Abakan 662600
tel (8 39172)6 31 96/ 6 23 18/ 6 60 81 faA 6 51 05
Chelyabmsk RegIon
54 Omskaya 5t Chelyabmsk 454048
tel (8 3512)3407 58/60 93 38/60 84 91/61 25 53
fa, 6094 10

'I ~a

No 2

RUSSIAN COAL

InfO! maLlOnal Pamphlet

MUllStry of Economy
RUSSIa

Prolect PreparatiOn Vlllt
Coal RestructurIng

'"

October 1996
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COAL RISTRUCTURING

15 a contmuous process of refOlmmg the RussJan coal

mdustry m order to mcrease the effec1::t' eness of opelat10ns
plOfitablhty and decreased rehance on state support
The Rl1SSlan GO' ernment belen es that th,s process should

not detenorate the In mg standard of coal sector workels and
coal commul111::tes

There 15 a socJaI safety net m place for the redundant
workers m RussIa

~

repall of SOCIal assets and mamtammg el11lrornnental

mfrastI UCtlll e projects

small busmess support

retrammg
pre redundancy consultancy and aSSlStance for findmg

employment

other ml1::ta1::t, es on the crea1::ton of new Jobs at vIable

enterpnses

In the second half of 1996 0' e, 200 b,llIon 1 ubles WIll be

allocated fOl the 1ll1plemcnta1::ton of fi, e pIlot local

development and employment programs m the the abO'e

repons

I h( hc<;t W1V to "(.1J (h fOJ 1 worl<

These funds WIll support local project.

!'jH!I(lJlt d1<lW' fhlf thoc who l1'C iii
l\ lTI ,hl( (I, 11lIJch 111 ,( lTllllll>; 101 wOlk 111ld
"nod WOI k ll,tci til 111 tho,( who do 110t

3 Your Local Employment ServIce may be verv
helpful Here you can lecelve mformahon about Job
vacanCIes and consultahon on your chances to find an
appropnate Job You may regl~ter as a person seakmg
employment regardle~s of whether you are
unemployed 01 not

2 Leam about all newspapelS wlllch pubhsh Job
advertJsement buy these pubhcahons on a legular
baSIS If there l~ no applOpnate Job fOl you m the
first lssue you have read do not gIve up - Job
~earches VIa advertJsements takes 2-3 months

1 Tell your mends and aquall1tances that you are
100kll1g for a Job most people find new employment
thls way

~AlI employee, of mmes to be closed Ol
restructllled are ehpble for adunce no1::tce and nee
consnltancy Olgan17ed b~ the Mmls1::t1 of Labor and SOCIal
Plotec1::ton (local employment sen Ices)", hlch IS condncted on

a contI actual baSIS WIth mme enterpnses

~InJ=O

~ In the second half of 1996 1ll1pIementa1::ton of
five programs for local development and employment has
commenced under the auspIces of the Mmlstry of Fuel and

Energy m coal baSlns affected by lestructunng Vorkuta,
Tu]a, Kuzbass, Rostov and K1Zel Crmancmg from

SOCIal support subs,d,es and local employment fUnds)

October 1996 semmalS are bemg
presented m Tub Kuzbass RostO' and VOIkuta on '><lcnl
I rohc(}ou 01_ Ll1d off (-lui _~c,o,-_W.orl(cr, for mme

manage" umon leadels and local gO' ernment By the end
of July 1996 local employment sen Ice departments
submItted theIr plans for measures to be carned out upon
the dosmg and restructunng of mmes m 1996 1997 The

1ll1plementa1::ton of these measures commence m September

1996

3 month advance notIce (genelal) about
Iedundancy
2 month advance notIce (pelsonal) to the
employee~ to be laId off
Cl eatJon of Iedundancy commlSSlons at
enterpnses where reple~entatJves of employels,
employee~, ul1lon~ etc partJclpate
lump-sum payments
provlslon of 3 month salary mcludll1g severance
payment for the penod of Job sea!ch
early retJrement (2 yealS PIIOI to officml penSIon
age) financed by employer or Employment Fund
dlsablhty compen~atJon byenterpnse
lump sum payment (on agreement wlth the
umons) when no Job OppOl tumtJe~ e'(lst after
ledundancy
free or dlscount coal aftel layoff regal dless of
resldence
monthly compensahon to mothels wlth cluldlen
under 3 yea! s of age
lump-sum payment no less than 15% of avelage
monthly salary for each year of servIce 111 the
coal Il1dustry when retmng, etc

•

•

•

•

•

•

•

•

•

•
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thL avelate ,alaly mcludmg the sevelance palment fO!
the penoel up to three months thLse payments should
be finanLLel by the .los1l11, entel PnsL' or olgamzat,ou>
v. hlch m ,de the elLclslOn to lose the Lnterpn,e

thL avelagL salary ,hould be paId elunng the penoel of
ne\ Job sellch (up to two months) lllcludmg ,e\eran.L

pa,ment the avera"e salalj may bL pald for the thml
month of lob sealch If a lalel off v. od el apphes to thL
[eelelal Employment Sen lce (Wlthm t",o week>
iolloWlng layoff) Jnel the ~ervlce .ould not offel In

Ipplopl1ate Job

ILUllp 'LUn benefit eqml to one month salary

ADDITIONALLY ReDUNDANT WOReRS
OF CLoseD MINe~ ARe eNTITLED TO

Collective B,llgaml11ng Agleements may stipulate
addltlonal benehts and payments to laid oH wOlkel>
each wod el Lan and should lead the Collective

Bal,1;all1l11g Ahleement 111 the loul1 umon 01

pel \onnel depwtn1Lnt It an enterpllse

~Vh<-n d nllne is JO;i/18 (iegdiJ/c:s; of its 1OiT/2 of

ou m:JShlp) 01 JaM /1>ueJ the IOffowmg steps dre to be taken

iJ1 dce.-orddne.-e WIth ~unent Rus;iJn /egis/dtIO/1

MASS LA Y OFF IS II IllY off eltlIel JJi connectJOJi wltlI
tlle closing 01 entelpnses (regllldies of tlIe fOlm of
ownerslllp) where male tlillil 15 people llle employed or
ledundancy of over 50 employees dunng 80 days 01

over 200 people durwg 60 days Or over 500 people
dunng 90 dllyS

WlldL .,!Juuld <1 (Udl llldll,>lly (llIpiuyu

kliOW (ilJ()ut tllt (elY utt flf(}«dllfC{

2 an employer should mform the umons about an
expected mass layoff no Ie" than three month, pnor to
the layoff

1 an employer should glVe a wntten nobce to each
person to be laId off and should lecel\ e wntten
confirmatlon that the message has been lead bj the person

to be laId off no less than two months m advance

when mass ledundancy occurs an employer ,hould
mfonn the correspondmg department of the Local
hmployment ServIce about each employee to be laId off no
less than 2 months m advance

when a redundancy ocems an employer should offer
redundant workers a transfer to vacant pOSltlOns (If
aVaIlable at the same enterpnse) leJectlOn of the plOposed
pOSltlOns by the ledundant wOlkers should be recorded In

wntlng

laj off of each unom member should be first
coord,nated Wlth the local umon If the umon objects to
the lay-off the employer should not complete the layoff
the local umon obJectlon IS consIdered to be final and
cannot be reconsIdered by a hIgher umon body

~~
,,--...
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IF YOU OBJECT TO BEING LAID OFF

The tenll f01 apphcahDn tD the Court may be e>.tended m
case 01 Illness or other senDI15 leaSDn m wnt,ng

If you object to beIng laId off, you caIl apeal to
a Dlstnat or CIty Court

"()MI II(,AI IIO( tIMI!'JI) \'\'III( II

I!.II,IIIAII "IIAIIUN" IN 1111 (OAI

INllll"II"!

PreSidential Decree February 9 1996 -Ii 196
Further Improvement of the RUSSIan Coal

Industry Structure
2 RUSSian Labor Code (With amendm8nts

November 24 1995)
3 Instruction by the RUSSian Government July 17

1995 #987 P Free Coal for Heating to
PensIoners Who Are Retired Mmers and Live In
Coal RegIOns

4 Presidential Declee Apnl 28 1995 #423
Enhancement of Rights of Labor Collectives

Dunng Pnvltlzatlon of Viable Coal Enterpnses
5 Council of Ministers Decree July 27 1993 #

727 State Support to Enterpnses of the Coal
Industry and Coal ExCise Rates

6 Presidential Decree December 30 1992
# 1702 TransformatIOn mto Stock CompanIes
and Pnvatlzatlon of Enterpnses ASSOCiations and
Organizations of the Coal Industry (With
amendments November 25 1995)

7 RUSSian Government Decree December 30
1992 # 1031 SpeCific Features of Application
of the VAT Law to the Coal Industry

8 PreSidential Decree August 14 1992 #922
SpeCifIc Features of Transformation of the State

Enterpnses ASSOCiations and organIzations of
the Fuel and Energy Complex Into Stock
Companies

9 Clanflcatlons by the Mmlstry of Labor of the
USSR Apnl 16 1991 Use of Lists 1 and 2 of
enterpnses occupations POSitions and mdlcators
whIch proVide benefiCIal pensions adopted by
the Decree of the Cabinet of MInisters of the
USSR January 26 1991 No 10

I I

In consldenng ,n appeal the Court mdY

~

"

~ If Implementatlon of thc Court deCISIon
to restore an employee to hIs/her workplace IS delayed
the Court orders the employer to pay the employee the

average salary for the tpenod of delay

If the employee does not aglee WIth d deCISIon nom the

Olstnct (CIty) Court he/she 15 ehglble to appe,] to a hIghel

Court wlthm 10 days followmg the hnal deCISIOn from

the D,stnct (CIty) Court I I

II I" "I II
I \ I I I ,I I I I

change the declslDn or make Its own dec15lDll
WIthout makmg the 015tnct (CIty) Court reconsIder the

case

cDmpletely or partIally cancel the declSlDn Df the
O,stnct (CIty) CDurt and make the D1stnct (CIty) Court
reconsIder the case WIth a new Dr the same team of

Judges

Remember only the Court can make

deu"Dm whICIt dIe manda.tory for employers regardln{{
restoratIon at work If a layoff IS Illegal IncludIng
lay offs resultIng from enterpnse clOSIngs

ThelefOle If an Illegal (nom your pomt of Vlev.) layoff has

occurred do not v. aste YDur hme appealmg to hIgher

managels local admlnIstlat1Dns plOsecutor s office and
RllSSlan and mternat,onal organIzatIons whIch defend hlIDlan

nghts

Apply dIrectly to the Court' Do not forget that m

Court yom umon rna, assIst you so mforrn ,om 1lI1IOn
IDlmedlately If ,our labor nghts ha\ e been VIOlated

the Court to restore an

hIs/her work should be

~

~ A deCISIon by

lllegally lald off employee at

lmmedlately Implemented

When a person appltes to Court seckmg to
he restored at h,s/her workplace he/she IS exempt from

court charges legal serVIces m thIS case are proVIded
free of charge

If an employee has been laId off Illegally or thL

plOLedure has not been completely observed he/she should
be Ietlll ned to the v. orkplace

If the Court deCIdes to restore a laId off
employee at hIs/her work It sImultaneously deCIdes
tha.t the enterpnse should pay hIm/her the average
salary for the entIre penod of forced vacatIon but
no more than for one year

An apphcatlOn WIth a request to resoh e d labol confltct

regardmg lay off(s) should be submItted to a 015tnct 01 CIt)

Court WIth,n a month from receIpt of a copy of a layoff
order or labor book
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RUSSIAN COAL INDUSTRY RESTRUCTURING

•

IJopOll/lools("lt2 tloel1 oKmslfpH 19962mlo

~

ProIect Procurement! Implementation of
Management AdvIsory Industnal Relations Social Assessment SocIal Impact SOCIal Safety Net

Services Momtormg GUIdelines

Managmg I~ / Management of Coal
EnYIronmental State Fmancmg
RehablhtatIon

REFORMUGOL - non Ilrofit Russian Foundation for
PromotIon of Restructurmg the Coal Industry

SpeCIal AudIts of Coal
Mme Closure Proposals

/
I State Fmancmg

Stakeholders'
ParticIpatIon

Encouragmg Investment
- umon gr'll\ts

m Coal Sector Trust Management - grant to AsSocIatIOn of Management/Fmancml Busmess Plans

Mmmg CIties Trammg Preparation

- public mformatlOn

- NGOs

-
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Who's to
Bv Alexander Segal

T
he RUSSian news media have an
n()uncl.d that the stnke orgamzl.d by
tht. RUSSian Umon of Coaf Mmt.rs
has abated When the FederatIOn of
Independent Trade Umons of RUSSia

whIch gathers together the mam traditional unions
of the country convened earher thiS month the
smkes were at theIr peak The head of the Fl.dera
tlon Ivhkhall Shmakov expressed hiS suppor[ of
the stnkers demands at the gathermg But what
W3S remarkable about Shmakov s show of support
W3S the political nature of the demands

The Federation of Independent Umons leader
shIp had until recently aVOIded like the plague
making any demands on the government to change
ItS economIc course It should be noted that such
large scale political demands have not been ad

Robber-baron state
vanced since the first miners stnkes began m 1989

These demands as well as the stnkes on the
whole can be Judged m many dIfferent ways
Alexander Sergeyev the leader of the government
sponsored Independent Mmers Umon descnbed
the stnkes as Illegal The posItIon of the Indl.pen
dent Mmers Umon IS rather debatable In the first
place the coal mmers have more than once at
tempted to solve thelr~abor dIsputes through es
labhshed legal procedures But the agreements that
.... ere reached durmg prevIous negotiatIons were
ImmedIately VIOlated by both governml.nt and em
plovers

The SituatIOn can be looked at from another
pornt of view Labor confhcts are usually tied to
1V0rk conditions or thl. level of wages But when
\\ages have not been paid In general for eIght to 10
months thIS IS somethIng on an entirely dIfferent
ordl.r The goods that the work force offers on thl.
market -ItS labor - are taken for nothmg And
wh<:1 'he goods are taken WIthout paymg for them
thlS IS theft The owner of the goods has every nght
to stop thiS From the pomt of view of mmers who
have ceased working thiS IS not even a stnke but
onlva refusal to be robol.d

One need not mentIOn that not paymg wages IS
absolutely Illegal Accordmg to the deputy chaIr
man of thc RUSSian Umon of Coal Mmers Ivan
Mokhnschuk the government has VIolated 17 leg
Islatlve acts togethc.r WIth a senes of conventions
of the Internallondl Labor OrgamzatlOn and the
DeclaratIon of Human Rlghts In Its handhng of the
mIners

The problems underlying the coal miners stnke
concern not 0 Jly thiS branch of mdustry but of all
RUSSIan society The maIO problem IS non pay
ments

Usually there IS a short answer to the questIon
of non payments There IS no money Indeed as
a rt.sult of the harsh anll mflatlOnary pohcles of the
government money has become the good that IS
mos In shortage

Many solutions to thIS SituatIOn have been put
forward Almost all of them, however stlpulatc
that they must be camed out WIthout any emlSSlons
or mflatIOn Why? Indel.d past experrence has
shown that moderate inflation of 5 percent to 8
percent mcludlng mflatlon that results from emlS
slons stimulates production through the growth of
consumer demand Government CIrcles and large
companies nevcrthd...ss have made every effort to



Blame for Wage Arrears, Strikes?

•

stop Infla ,"1 rhe.. reason for thiS seems simple In
flatlon IS a war, to a certain degree an Instrument
of redlstnbullt-n Under the government of former
pnme mlnlster Yegor Galdar inflatIOn worked as
an Instrument of redlstnbutlng wealth In the favor
of large property owners Now these property own
ers are Interested In stoppmg It and thus fiXing the
status quo

If a moderate degree of mfiatlOn were allowed
spurred by consumer demand then the process of
the redlstnbutlOn of wealth would be reversed
ThIS IS why the opposItion IS calling the govern
ment s non defiCIt budget poliCIes a mockery of the
workers and not WIthout reason Moreover Pnme
MmlSter Vlktor Chernomyrdm It seems has begun
to understand that alternative solutlOns are POSSI
)Ic Therefore there IS reason to hope that the Idea
of the need to share wealth Will be put mto practice
not only for racketeers but for a y,lder segment of
the populatlOn

Alexander Segal former press secretary ofthe Fed
erallOn of Independe'll Trade Umons of RItSSUl

lVorks on the State Commuree ofInformaCIon Pol
ley and CommUllIcatlons He contrrbuted tnlS com

By Yaroslav LlSSovohk

O
ne of the main results of Russta's
economic reforms thIS year has been
the success In dnvlng down inflatIon
As the year comes to an end how
ever the delays m other aspects of

economIc reform are becommg more eVIdent
Some of the pohtlcal factors that distorted the eco
nomIc landscape dunng the presIdentIal electlons
have once agam becom.. eVident In partIcular the
lack of adequate reforms at the enterpnse level has
had perverse.. effe..cts on the economy such as wage
arrears Inadequate reforms at the local level have
not only been responSIble for the mounting SOCial
tensIons that were wllnessed dunng the miners
stnkes but are threatemng macroeconomic stablhty
m the country In general

The lack of reforms and wag.. arrears can be ex
plam..d m part by the slow pace wllh whIch
bankruptcy procedures are being apphed In an
economy where more than 40 percent of enterpnses
are conSIdered Insolvent th.. number of cases actu
ally brought to court by the Federal Bankruptcy
Agency 10 199) was around 1000 ThIS IS a farlower
figure th:1n 10 Bn tam for eX,jmple where the num

was about 40 000 But insuffiCIent bankruptcy pro
cedures are Just part of the larger problem of OIl

croeconomlc reforms runmng well behmd the
macroeconomlcstablhzallon In RUSSIa

It should come ~ no surpnse that the coun try s
macroeconomic reforms have gone ahead of Its ml
croeconomlc restructunng The vastness of RUSSian
terntory allows the regIonal ehte to escape from at
tempts by the federal authontles to carry out re
forms Moreover thl. corporate structure of most
enterpnses IS charactenzed by strong inSIder can
Ira! Wage arrears are rooted In a SOVIet style pa
ternahsm on the part of local managers who feel
free to substitute non payment of salanes for the
unemployment that would result from necessary re
structunng

While It IS true that wage arrears have attenu
ated some of the SOCial pam that IS assOCiated With

Sovzet-style managers
unemployment the resulting sluggishness m re
structunng Industnes has had ..ven more SOCIally
unacceptable consequences By mid November the
total wage arrears exce..ded 44 tnlhon rubles of
whIch the federal and local share amounted to 20
percent The remaining arrears were oWing to the
lack of funds at the enterpnse level

The situation IS esp"clally acute In the coal In
dustry Apart from the tnllions of rubles that the
governm..nt owes to the mInmg Industry In arrears
It also Int..nds to spend an ,jddlllOnaJ 10 tnllion
rubles on the sector C1earlv th.. mdustry contInues
to be a heavy burd...n for the stat.. s finances despite
the conSIderable amount of restructunng It under
went Although the share.. of SubSidies per umt of
output has dcclim.d and productlvlty has Increas..d
more than half of loss makIng mmes contmue to
operate with uncmploym..nt being held at artlfl
clally low levels and SOCial expenditures kept high

Under these cIrcumstances the chOIce that the
government faces today wllh regard to the problem
of wage arrears and mlcroeconomlC rcstructunng IS
qUite SImilar to the earher macroeconomIc
dilemma either make the difficult chOIce now or
opt for short run remedies only to face even more
difficult problems 10 the not too-dlStant future

Any prescnptlon of Western style graduahsm In
restructunng the coal Industry IS ineVitably can
strained by the state's lack of financIal leverage and
ineffiCiency The Improper use of World Bank ered
Its dIrected at restructunng the mdust!), which led
to dt.lays m furth..r tranche disbursements exem
phfies the probl..ms of coordmatmg poliCies be
tween th.. federal and regIOnal authonttes as well as
the gen..rallack of coherent strategIes 10 the state
dominated mdustry

Further restructunng as well as partial pnvalJza
tlon In the Industry are thus necessary In order to
address the fundamental Cduses rather than the ef
fects of the problem At the same time the govern
ment cannot and should not assume the debt of
non state entItIes since thIS would lead other mdus
tnes to expect a bailout from the state The suc
cesses that the government has attamed on those
fronts where II exhibIted the necessary resolve only
confirm that the only y,ay out of the arrears gnd
lock IS not less but more r..forms

Yaroslav LlSsovo/lk IS all analyst at the RlIssUllI Ell
ropean Center for Economic Poltcy He contnbrtle
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ALL-IN-l NOTE

DATE 03-Dec-1996 07 39pm RUS

TO enekhal

enekhal@WORLDBANK ORG@INTERNET )

FROM AFP MAIL,

toplc@TOPIC2 PARAFP COM@INTERNET) EXT

SUBJECT AFP-MAIL Russla-stnke

Russla-stnke sched-2ndlead
Russian coalmmers launch nationwide stnke (UPDATES

wIth government fundmg, more quotes) by Laurence Peter

MOSCOW, Dec 3 (AFP) - RUSSia s coalmmers launched a cnpphng
nationwide stnke Tuesday, angered at wage backlogs runOIng mto several months,
as the government struggled to prevent a wmter of discontent

Nearly 400,000 coalmmers JOIned the mdefinlte protest actIOn, wluch
Included calls for the government to step down, Russia S NTV televIsIOn channel
reported

The stnke comclded With a gnm report from the state statistics committee
notIng that Russlas gross domestIC product (GOP) had fallen by SIX percent m
January-October 1996, compared with the same penod of 1995

Mmers were on stnke Tuesday at 161 of Russlas 189 mmes Ivan
Mokhnachuk, a leader of the maIn coalmmers union told Interfax news agency

Vltaly Budko, chairman of the UnIon, said the mmers were demandmg the
resignatIOn of the government for failIng to respect the workers clvl1 nghts and
ensure timely payment of wages
The protest came amid a general Internal debt cnsls which has cnppled
many enterpnses and tied the government s hands The government, whose tax
revenue fell well below target thiS year owes mllhons of dollars m back wages and
pensIOns

Fmance MInIster Alexander Livshits said the government had transferred 400
bl1hon rubles (73 millIon dollars) to the mmers through Rosugol, the Jomt stock
company which dommates the mdustry

Livshits told trade UnIOnists that a further 900 bllhon rubles (164 millIon
dollars) had been sent directly to the regIOns affected, to tackle SOCial problems
However, Rosugol chairman Yury Malyshev told ITAR-TASS news agency that
another 700-800 bllhon rubles (around 145 mllhon dollars) was needed
Immediately to ease the mIners plIght



•

•

-e

•

President Bons Yeltsln vOiced concern about the stnke Tuesday dunng a
meeting with Gennady Seleznev. speaker of the lower house of parhament, and
said Pnme Minister Vlktor Chernomyrdln may soon VISit the Kuzbass region,
Russia s largest coal-producmg area
In Vladivostok In the far east, some 1,500 mmers picketed the local
administration bUlldmg, ITAR-TASS reported Coalmmers were wlthholdmg
dehvenes to power statIOns In the region for a second day

Budko said miners were owed 2 600 bJ!hon rubles (472 mllhon dollars) In
back wages, and the coal Industry s chents owed another 8,000 bJ!hon rubles (1 45
bllhon dollars)

The wage payments cnsls has plagued the government s budget calculatIOns
thiS year, and also tnggered damagmg protest stnkes by power workers, transport
staff and teachers

Teachers, some of whom have received no wages for eight months, went on
stnke In RUSSia s far east and the Kemerovo region In Sibena Monday
The World Bank IS stJ!l assessmg how Moscow IS fulfilling Its
reqUirements for the second tranche of a 525-mJ!hon-dollar loan to
restructure the allmg coal mdustry

The first tranche was released In July, but the second tranche may be
delayed for several more weeks, Michael Carter, head of the World Bank s
Moscow office, told Interfax

Carter said the authontles had not changed the structure of state SubSidies
for the coal Industry, boosted the sector s ablhty to pay for Itself, moved to break
up the state monopoly or completed checks on how the first mstallment of the
loan was bemg used
The government had also failed to fulfil Its pledges to prOVide state
support for the mmers SOCial welfare, World Bank experts said

Last month a semor offiCial m the RUSSian state tax service said major
enterpnses owed the federal budget some 51,300 bIllion rubles (9 3 billIOn dollars)
In unpaid taxes

Meanwhile, the state statistics commIttee said RUSSia s G DP fell SIX percent
In January-October 1996 compared With the same penod last year

Industnal output was down five percent and agncultural output fell SIX
percent, Interfax reported

Total Investment In the economy and SOCial welfare over the same penod
fell by 18 percent compared With last year

Light mdustry was worst affected, With a 27 percent fall m productIOn OJ!
output over the same penod was 244 mllhon tonnes -- a fall of two

percent compared With last year
Coal productIOn also fell two percent, to 211 mJlhon tonnes
Ip/ak

AFP 031633
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Oal), a :Sall'< agrp_d to pO' ,1 0 
han pleadhg g.dty to ~3rg

cover d up :' trad ng r 3\.::1 o ...~ :)

Loans Delayed lor C"'tna
Tne EJt;:ort l....;:or Da- ), 1 c
loans (or t ad~ \1.1 1 C'" - "'
l.ruced Sc.a[es "'l;! gi~ c;. c_ ...~
Chlna sOle t\uclo""r ;_ ? ...; r

orl~
NEW YORK THURSD/oY, FEBRUARY 29, 1996

By l\lICll-\EL R GORDO"l

S~"'KHTY Russl;1 - faced WIt!'
th~ slo'" agonJ2:tng decline of one or
IC~ vlCal mdustrles RuSSI;] has begun
l!il ambmous attempc to reSCJe Its
falhng coal mllies

1"1 the dank sr:r,ilenune tU'l'lels of
the Yumna} 8 mme here m southern
:R~ssla ..here !Tuners to,l aMld -lek
e J sc:atrald ng IC Is clear t!'ee the
Indl..stry IS crumbling

Pecades or mlsnanage'nent and
"'''''I..[1,I1.d relor'ns h:lve cr·ated a
kmd or per"7lO!Jlent cns,s for Rus
518. 800000 beleague ad but stili
palmc:ally potell( coal .. orka s

"nd the StHeS go tar beyond ceal
Wit..'> the Ilnanclally se etched

Govenme'lc dOling OIoC billions of
dollars In SlobSldles ehe r_$ "]Jctur
Ing of the coal ltIdus y Is c·ntral co
RussIa s artorn to CO~I31n spending
a'lc mfiatlon It could !lwol,e closing
halt of Rus.la s 2Ql rnm~s la' ng oft
tens of thousands of "'or.<2 s ard
cut'Lng baclt On subs'dles end en
ceurag'ng competltlon

The e_er'laul also prOVides an 1m
ponant tesc 01 PI elldenc BorIS N
YelcSIn s election year prof'llses 01
contmu·d economic relorms rn the

Woes ofModern Russza Jdrrrored
In the Decline ofIts Coal Mznes

lac 01 s Iff r s'seatlce from manag
ers (j.cerMlneC! co millntalO their
conU"l of Russ a 5 smokestacl. In
dust '"

1"'Ie Ostruc'urmg IS beml; carrIed
out U'lder eM v, atc.'llul e.les 01 the
World Ba"" which nas prOMised a
s~oo IllIIllon lean 0'1 the condItion
tl'at c.'le r torms proceed and that an
adeouate SOCial saIecy net be Set \lP
for t!'e laid off mIra s

T,e loan ullllk" the new S10 2 btl
lor loan f o~ tre International
Mon tar) FI.'lc .... ollid be speclflcal
Iy earl"lar<ed lor creallng a s-nalle"
but mar· v able coal Indtlslry

11'e IlleSt d !flcult thmg 1$ to
chang. t.'le t"e'leahey Sll.,d Yu-l }.
Dashko a RJssla.'l mir ng eXl)e-t
who na, beon been ~ orl.ln~ closely
With the '/.10 Id BanI-. '>loneyalone
"on esolve the proble'l1

Tne r s~les o( t.'t~ old meruabty
are very l"'t1ch In ."dence at tke
Yuz"naja or Sm.. thern r"'me In t.'l S
hardscrabble "llin .,g ar_a 600 mIle,
south of Mosco)l

W a It'g padded unllor71s and
carC)tng STall o'<)'gen ta!1k~ t.'t:lt
holel an hoI., and a half a SLpply or
31~ - a 9reca..l. ton ag~u,st caY' ... Ins 111 ,,.~ VOl(, TJ ....

~""";?" ~o I_B:;<'~Stl::-';':'~:I~, r'~;:;'T - m ners c o...d In a a shaky e'·va g" I r
h tp 11'-0".<4 tfl~ '" ",I _ AU\"T lQr for ere long de..cen' ...al '" tl\- U\ \r S'\t,dtT YJ'A,C"r\J h.:t:;~S n"'o lIOT ~\~\;I ~ It ~ ~

I
Id "1/ -" r ~ '" - ,0\ r Corwlu2d 0', Page,08 Ccl.1Il1l I "'H' 1 ~ I I

M,SSing paras After a Jarrlhg traIn ride through several mIles of tunnels, ana ""e
steep descent In a second train and a final march through pools of dan~ Harer a~c

clOUdS of acrid dUSt, the miners begin theIr Six-hour shIrt, scraping coal c~· 0

deep, but narrow crawl spaces

.
{,

I
I

,I
I

~

I

g

• 'f

•

pr~rttlcally

IS there to

They do It for the same reasonS tnat theIr fatners dId It I'

tne only Job In town lilT YOu don't know a trade or steal, "rat
do?" Vyacheslal Samollov, a 35-year old miner, said
The croblems have been long In (continued on Paoe A8 Column 1)

•
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\;Voes of Russia's Economy Are Mirra:-(

70 eo 90

Takmg On a Bloated indusi:ry

A CLOSER LOOK

RUSSia s eoallndL.slry run wllh outmoded
technolOgy and suslalneo by ,as1SubSIDies no v
employs 800 000 peoole 418 000 01 trem wor""ng
OllElCUy 10 261 mines The Governmen S;)VS It
plans a vasl overnaul to Ircrease l'1e ell c en~7 at
produchon and cut SUbSldli~s redue nc We
number of mines by as much as hell c~a 1M "e~l
decade 6U1ltl1S would mean large SC::l'" lavo'l;,
ano the exlen! of the relorms Will be deeo't
Influenced by POlitICS

Cutting Back on ProdllctJon
RUSSian coal prOduction In m l1Ions 01 Ions
1997 ligure IS World Bank prOIE-ctlon 0/ Outp_'
If merket relorrns arc aChleveo

400

7 He. NeW \ OJd\ r IMI ') 'Jl j J &:."'11' hi JVl1l'"\:l.. 1 '"'L

new Jobs Thel also complam thet
the stale company dlvens funds to
quesllonable mvestments aM IInan
clal companies that receive 11O out
Side scrutiny

By creaung wages as a lesser prl
omy they say the company has
created pressure tor more spendIng
by the Yeltsln Government winCh
recalls il was the mmers who helped
brmg doNn MIkhail S Gorbac!lev
the last Soviet preslden!

The Government 5 eUons LO end
tile stnke also Involved llilanclal
gimmickry

To appease the mIners the Gov
emment lnclllded the WOlld Bank
funds In lhe promised sLlbslt;!Ies tor
1996 even though the bank IS Stm
evaluating the coal restruclurlng
plan and hll3 yet to approve the loan

We have already begun to dJvlde
the Skin ot a llear that has r.ot been
killed yet Sdld Igor S Kozhuk
hovslcy the EconomIc MIniStry's
coal eJepert, and a stlWnch advocate
of relorm

Even so mmers are begmnm~ to
complllJ1l that the proml5ea wage
paymenlS are again bClllg delayed
raising the specter or more labor
unreSL

Elons G Fyotlorov Mr Yeltsm s
former FInance Minister 5aId

These guys are so afraJd 01 the
miners the moment somebody an
nounces a stnke they promlSoe to pay
01 course they do not pay on time
Then m the next SIl' months a new
wave starts

Mr l"yodorov sala the Govern
ment needed to aggressIvely carry
out a la-year plan 10 shrlM and
overhlWl the mdustry

11 has to be a very clearly defIned
plan whIch IS properly budgeted
eae'! year and then implemented
WIth an IrOll list. he sdid Proba
hly we should hwlte Margnret
Th;]tcher to help us wl1h t'llS

The Reform

Yeltsm Sidesteps
Key QuestlOns
WII~ !he World Bank loan hangm!:

In the balance and tne coal mdu5try
on the bnn<l 01 IOs01vency Mr Yel
ISIO has declared h,S suPPOrt ror a
sweeping OllerhD111

But he also SIdestepped holly con
tested questions Who Will control the
b.lllons of doll"rs III subSlthCS as
they are bemg reuuced1 And who
will ultimately own the Industry s
mllles an<.l ot'lcr assets? Stock Is to
be ISsued III the state-awned RUSSian
Coal Company but the Government
will own 100 percent or !he shares for
at least three years

AI1 Vplr.::.ln c;. VSlc1'upnef:jC;; has fed

\ d
~---

A SOVIet Legacy
tn the New RUSSIa

'c "!1akmg White other c;ounmes
:lIe also been tarced to ~hnnk their
o~l lOaustrles RUSSia s dlstress Is
lAI~111ened by decades Df SOVlet rule

Ur.der CammLUllsm the emphasIS
1;15 or. aclllevUlS mOlXlmum produc
Ion not on eltlclency The Govern
~am pampered the mines wIth llU'ge
ubs.dles and let them uansporl
1eIr coal on the raJlroads 10r /loml
al charges
Eu R.ussla S indUStrIal decline has

'Orlered the demand tor e/ler~ The
coal industry IS losing !)usmesS to
n:uural gas Ratl cosu have 60sred.
,lore than halt ot RUSSIa s mlnes
-':1; be IneffJclenl :!l.usslan expertS
a;

ContInued From Page J

"e Problem

The SOlllet style of management
'mgers 00 Many of the crlucal deCt
_'ons - which mines to close whIch
u~lomors to sell to aJld how mLlch to
'large - are /lOt made by local mme

~ll clals
'.Ie pracuca.lly do not mnke any

decisIons Gennady SemashkO the
J ~Jon leader tor the "fll%hnaya mille
,a d as he waited for the elev3Ior 10
~'te hJlll to Sllrlace

Instead the decisions are made In
'>losco", by managers at Ule Russian
::.oal Conpany the state-ollllled can
__ en trat controls virtually every
_c_t of the mdustry mcludlng tbe
'I.tnllullon ot subSIdies

-or theIr tall miners here may
~Ive 5200 a month or even more

a?o~dll1g on lb~lr years or service
-' d the dlCIIC\llty or their job That 13
""lore thnn double the wage for lout
~ olleacrers In addltJon the Gov
,Tent provIdes the mmers WIth

'cu. nt: chaoIs and clinIcs
~ l.Iarles 01 mlrers III ArctIc and

clner northern regIons can be sev
r:ll times the r;lLe here but many
~~I .vorkers earn as hUle as S60 a

--'01L.'1 snel N~ees h.:lve been delayed
c ("onths at a time

F _ t."ermore u-e work m the
~ 2S Is dlny and Inc reasmgly haz
.((lOI s as tight budgets have lorced
"lOeB to use old equipment and

,8 -nperecJ r~fla'r3

[n ""rly Ftbru<1ry mc problems
'J. 10 a bOIl as miners ncross

( .51;] launched a LWCHlaj smke
II c ~ JI,{out loW' months bcfore the
;; IdlntHlI ejection prompted a
;) mCAy COllernment to promise the
'aj"",ent or $200 mllllonlo back sala

• ;]1 <.l ,"crease subsn.lles to the
oa~

•

•

•
AISJ:i
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An urudentlficd coal mmcrtakes a brca« <It the Y_ge~

co:U Industry onu a mainstay of the So /tct c:o~or J

•

•

•

I" L ... oIy February the probh:ms
,m" [0 a bOil as mIners across
JSJliI launchcd a two-doy str.xe
lC walkout rour months before the

rOJ doomll electlOll prompted a
~nl(:.(; Government to prom"e the
_/rfent or S200 mllhon 10 beck sala
~s ...nd Illcrc;!se subsidies to the

lCuStry to $22 billion ror 1996
3ut the payoff to settle the strlke

'"-' more of a temporary salve than
,olutlon
Palormers say the stnke lenects

1e Russum CoB! Company S reluc
~nce to malee tOugh decisIons and
eJps keep up subsidies which con
J ,",cd a hefty 1 percent of R~Sla s

JCss domestic product In 199~ That
:;3de coal second only to agriculture

_l' a burden 011 the Russtan economy
Teo much of the subsIdies reform

~'" say goes for ineftlClent mmes
~nd too little Ls set asIde for creating

bllhon, or doll"rs In subsidies as
they arc beIng rec]uced? And who
wlll ulumately own the mdustry s
mines dlld other assets? Stock Is to
be Issued m the state owned RUSSian
Coal Company but the Government
will own 100 percent or the shares [or
at Jeast three years.

Mr YeJtsm s vagueneas hos fed
the polller stfu.,gle In Mosco" be
tween reformers III the Econorruc
Mmlstry which Wll1lts to break up
the monopOly the RUSSIan Coal Com
pany enjoys and the bosses of the
company who WlllIt to preserve their
control

SketChing out his VIsion ot a small
er more profitable enslmdustry Mr
Knzhukhovsk; smd subsIdies sholLld
be phn.sed out over at least 10 years

AS many a!l 150 of Russia s mines
would be closed. 1;pe work force
\lIould be slashed to le~ than nallltG

8£ 61 96 66 60(nB~)

current 800 000
Several steps would be takea to

Sharply Ilmlt the Ill1lueoce 01 the
Roman Cod! Company and ellcour
age new competition, Mr Komuk
hovsky added

For examp~ Instead of allo....lOg
the company to control the subsldles

AIs:n

l/lf'STAVAILABLE COpy

that resIlOnslbJ'j['
a caron tl<.e of Cu
unIon and l.Ornou
approach strong /
World Bank

SlgnllIcantlv t'le
ment promIsed to l

log Its recent re.p

in
COltlll'rd ;:

a (h::J{e lor la l J<5 l).Jl

plpmpn -:I. f'lt rr~ r' n



The OpposJtlon

Old-TIme Coal CZ2:
Reluctant to :;"'et G:

schools hospllals a.1d otter ~cc

services In mlnmg comml.nlt es 
task of the coal mdustry now '1.>
SovIet days - would be Lransf~

to local authorities.
While market re!or'lls are e I;: ,

ed co result in a decrea»e l:J co
productIon In the ne"'t Ie ... /e...:s
Kozhukhovskj forecasts ['1a O~~"

whIch was about 262 III I. on .c
1995 according to ].J~3Ja '1 ll/,J _
would actually Increase to 2'0 ..,
lion to 300 mllh01 tors a ye.:lr ~ l
end 01 the la-year pe lad ll'-'L'1,"
new technology and f ee market e
clcndes

Competlllon tn every Il'~r<e,,
ment lS the bes' guaranlor 01 ere '"
secunty he saId

:Sut Yurl 'I lI"_li'''~V t"~ dI"e~ s
of the !l.uSSllul Codl Corrpo-; l~

luctant to slve up rlS COl1P~"lY

place al tile top 01 the cod ?Jr~ n~

In an IlJtervle v Ln hIs \los"O ~ cf
nce wlllch Is dO'tJln::ted b; a '1".
map of RussIa s coal enplre 'Ie S~1t

hIs company was the "Ilaln epos
tory of experUse on coal ard Jro',re c

the Idea baJ:,(ed by t'le '" orlu Ba "
of sharIng responslblh j fo the d
ulbuuon oj SUbSldll',

Somebody ....ants another expe
mem In RUSSia Mr i\lal;shel S<l G

When seven nurses ta.~e care ~ "
child he mal end up wHl"out '"
eyes

He added!hLl tie World Ban'. v

puttIng wo TUch er-pnaS1S c
shrinking the IndJsLry and t _rclr::
SOCIal progr"ms for 1. "Wle"s.-

We cannel fully agree lth ",
bank III term, of al Deat'- a ~ll

lInancmg to clOSing Mlne~ dO" n _~
to seculI protect on l'e S<lJd •
sounds good but I de do "lot lrv ~
money IIltO prospectl/e nm~s __
quarnes we wJlJ end Ul) "'HI' fl] I os
promISing projects ~pll 6 c 05-J
down

U1Um;llelj the ques,lrll "JlI c
deculed by VLodlmlf" K:nJ11l11Ix"
:l Carmer auLomollIJ2 "Lluotl 1111
wilo replaced a free nerllet ao (]
cate Anatoly B OJUbdl Jh MI Y_
!SIn s lop economIC ofl,c'..>l and;o
haps by the Pro~ld Ilt hl'T'Sell

Mr Kad lnnJ,{OI has DJ l11 V

talklll DC hmilln. thL I u,_, >I, CJ_
COnllll1llY s rulL '" UISl Ibu n~ 91 _

dlC$
The right Steps; ;)re b~I-!. ,.ok ...

toward reform SdJd "I ilr: LoU! ?

VltelU a Wo· a Bank -cJvl<cr n1 1"0

lJ>OIl. But der ',]S 01 Ille J ( IfIle( II rll ,

RUSSIA

Itl Und<trl:l'ound
~mlnts

!:l'ZI Surfaco
~ mines

BFlITAINAUSTFlA~IAUNIfW
STATES

IneffICIent Methods
PIOduclIVUY of coaL output In 1992 In tons
perman sM!

50

6~ 61 96 6Z ZO(fiHl)

92 93 '04 9591

Are Mirrored in Decline of Coal Mines

\Ir~ lp..TERNAT~ON.Al.THUU::,J),\ Y ,rORUAUY ') 1996-.:....:--=:.:c=;~:.......:_..:..- _

d ~8~£6~09g8 ONI

-llnduslry run w,th outmoded
_ .:lnd sust,lIned by vast subsIdies now

,-,0 OeD people a1a 000 of them working
I _" I mines The Government says It
__ I Qlarhaul to Increase the elhclene; or
- ~na cut subsldl(<lS redUCing the
I n res b ( as much as hall over the next
:: I illS would mean large scale la/oils

-1' ollne relorms will be dl;eply
"C CI pOhLICS

J1.g "On a 810ated Industry

"'lg Back on Prodllcbon
:;JI production In millions of Ions
[_ s Norld Bank proJecllon 01 output

erms ale achIeved

----- ------------------------

•

•
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'The right Sl.l!ps are being La<:n
IDwart! reform sald Mary LOUIse
VitellI a World Bank advIser an (he
lOll1\. But det.:ll15 ot the rC~UtlClllnnb

sull need to be worked out
In the mellnlune the miners ;lllh~

Yuzhna11l tnlUe tOll away hopmg
all1y that their paychecks Will ,ome
dllY 31Tive on schedule

I came here hoping 10 wer.. and
IUpport my !amlly Vyacheslav
KJemonov a 4G-year-()ld JIllner stlld
at his work statJ.On 13(10 fee! urder
cround Jus face smeared with coa'
dust

But the old ways do not exIst
8Il)'l1'ore he said 1'10 one Is Of ar
Ing to retralll me There ,s no other
job available. 1 have nowhere ebe to
go

International Monetary Pund. But it
IS not a bmdlng commitment.

.nree dozen new re.&lonaJ coal
companies llOuJd also be g1VeI\ con
trol of the annes whICh are oow
etlecuvely controlled by the Russian
Call! Company

The responslbtbty for malnta!nJng

that respol2SIb1l11y would be given to
a commJttee of Government trade
uman lIDd compllJlY a/lldals - an
approach strongly supported by the
World Bank.

SlgruflcOIntly Ille RIISSlall Cavern
ment promJsed to take Illis step dur
Ing Its recent negotJauans Wlth the

JanMolllllfcrnoH... Y4l1Cl_

J ,0.11 -nlner lakes a break at the Yugenaya nunc 10 shalchty lit southern RlIS&Ja Tbe RUSIllUl
~c, II ="=y of the SOVIet -:eoDom)', 1:l In dccJme and Moscow IS planning major reforms.

vould be taken to
11 II' nuance of the

~~mpany and encout
~llllcn Mr KDZhuli:

~ 'JSte::d -i1f atlOWIDg:

J ~Um 01 the Subsidies,

•

Britain andIrelandSet a Date for Ulster Talks
Continued Ft'Om Page 1

a date tor talks but enl1c~g other

slUd
Both men also made It clear that

....Ithoul a resumptlol\ 0/ the cease-
flrp ~nn "~ln u __1"'""" ~ ..._,....---

cooperate Mr Adams warned that
exC.lu.d1ng Sinn Peln u the cease fire
Is nat resUlred mIght h"ve unr"'j::pv

Ao'\A._ .. I .........

•

BEST AVAILABLE COpy

•
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Russia Aid Works From Ground UP,U S Assistance Programs Score Highest When
Aimed Lowest
By Fred HIatt Daniel Southerland
Washington Post ForeIgn Service

Three Ylldr~ JIlto an ambltlOliS II Cj (lId program to RusSia American money
has had a major Impact when It has gone to the grass roots, helping to tram
budding entrepreneurs or to buy computer equipment for the blind But mdny
attempts at large scale assistance have been less successful WIth millions of
dollars gOing to line the pockets of US consultants or to support Soviet era
bureaucracies reslst,mt to change

With a boost from US finanCIal aid, a network of Independent televIsion
~tatlons IS takmg shape across RUSSIa responsive to local viewers and
Insulated from government pressure In recent weeks, as the Kremlin strong-armed
the media to support ItS war In Chechnya those stations formed one bulwark
against a return to one Sided totahtamm news

But US ilia also prOVIded $610,000 to a CalifOrnia company now working, to
RUSSian reformers' dismay With one of Moscow's most hidebound bureaucracies
dealing With Idnd reform Instead of Jump starting change. these Husslan
bureaucrats won free tnps to the Unrted States, WIth a Side Jaunt to
Ol~neyland

Now d new Republican maJonty In c.ongress, SUSpiCIOUS of foreign Old (lnd
c-1ger to redllte spendrng has promised Increased scrutiny of the US did
progr:'lm especially In light of RUSSia s brutal military operation In Lhechnya
and some >lgns that the nation may be backslidmg on political and economic
reform

M".)' o!>.pert'l qAy some Old D!:perl illy lu nongovernmental orgClnt7fltJnnc; In
RU~SIt1 s far flung regions Will be more vital not less If the Kremlin slips
Into old authontarlan, centralized ways

By rostenng pnvatlzatlon, reaching out to coal miners unrons and ecology
1rtlVlsts backing bUSiness schools and bringing thousands of young RlJc;~lans on
pxrh'lng<' progr HlI .. lu tiltl United States American dnlhr~ h1vC' nurtured
IIIUL.J.1L.lldr::lIl ,c.LVIS m l\ ~oC:letf lhllt for docvlc" ~ought to qU..lth free thlnlnng
accordln!.) to rlozens of Interview!: conducted recently In RUSSia dnd tht Unltpr!
States

At the same time as the aid program swelled to more than $1 billion last
}tldl lIIl_ J"Jhtlclll ril''llrp to show ~uppurL rUI RU~£I' outstrlppod U S
bureaul.r<ll~ 1blllty to dole Ollt aid senSibly and Ru~"I"J1 IdOrlne>rs' ablhty to
absorh It accordrnq to people familiar With the program As a result, morc and
more mone>y we>nt to Amenc<ln consultants With qenerous overheads and travel
budgets and httle knowledge of the RUSSIan scene and to RUSSIan burE'aucrat~
With httlc appetIte (or reform

I he.u~ -.ARil"n.:¥JtJld~~troM"ZlI'D~e1b'l5h1eii''f''(',lS;iD~"~
1l'\.31Q.t-ooRussla"r'f4il94a-llltely.e.J:lIgh-.watell4lTlarkfW!t~~"~

'lQ.OlJtz.S28@>mllllolbithJ9syea~&-Exp(lft..lmport'"8ank>'sp~

farmeJ>::SoVlet>l>tat~sdas.hYea~tll4theJlepar.tment>O~mrib~
million - mostlY"formucleal\>$afety""",-~nd -the U SpinformattonzAogem::y>gav.c.
$1'2"8'mllllon "'Prlvate'comp.mle!r "dV~ rnv,:.stf'rl In Rll""I1~-Wltihttn.ntlCIBI~0J.'!5'6"rt""".
(ronv.the1J~ovemmen~

James Noms AID s Moscow c!,rprtnr C;,lId the agency focust.o un fJfomotlng a
market e>conomy a democratic soc-Iety and a reform of SOCial services dnd th.ll
the proqr 1m IS working

Halt our Job In most countries IS shnwlnl'j rh'lt (h,myt: I:> !Ju::>::>lult:: and
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desirable Norris said 'Here the people we work with start out wanting to
change and 'filth a pretty good Idea of where they want to go So the technIcal
support we provIde gets used In ways I've nev~r :'~~J1 dJly"J..., t: ..I~t!: "

Norns acknowledged though, that AID went through a
"let a thousand-flowers-bloom penod at first Too many thIngs were started,
he said

Noms Cited a $2 4 mIllIon AID program to build 80 grain and
potato storage faCIlitIes supporting novice pnvate farmers But the contractor
Just got In over hiS head, ' Norris said, and Ionked UfJ trI:,l~.lJ WIth alhes of

the old collectIve farm system In the end only one faclhty was bUilt - at a
cost to U S taxpayers of $2 3 million according to an AID Inspector general's
rprnrt

For U S offICials anxIous to meet congressIonal targets, shovehng money out
on tIme sometImes became as Important as spending It Wisely Mclry LoulsP
Vltelh who heads a Widely praised AID-funded program to help coal miners and
who pr,lIscs many of AID's efforts, recalls an AID offiCial asking her onc
W~JII~:,Jay In August to organIze a group VI(at to the United States - by that
rnday

"ThIS IS the system VItelli said If you don t spend It thiS yeelr, you
10~E' It next year '

Money flowed to some beneficlartes whose need could be questioned, such as
Rf'thpsda's Mdrrlott Corp (a $435 000 qrant from .he US Trade and Development
Program), and RUSSia's wealthy enerqy sector (see related stury)

And consultants sometimes Indulged RUSSian bureaucrats' deSires to spend
money on tnps and fancy computers At RUSSia's Academy of LdW, Washll1gton paid
for a $65,000 renovation of a mock courtroom, comrlptE' With custom made
furniture 'It's much mcer than the courtroom where> I was trained, thp U 5
consultant In charge saId proudly

The deputy ch~lIrm1n of the academy, Vladimir Pelslltov said the courtroom
Will help tP1ch Husslan JUdges how to manage JUry tnals a new phenonlpl1on "We
dreramed about thiS courtroom for three years" he said

Washington often relied on consultants who knew more about the AID
bureaucracy and about developmq countfles, than about RUSSia, critiCS said
Thc-colI",ull<llllS ",,!?re chosen In Washmgton on a competltlvc b!1';I$ hilt nftAn WIth
only a vague deflnrtlon of the work to be performed Larry E Byrne, AfD'~

assistant admlnlstrater m charge of management, said that early In the progrdm
there was too much of a rush to show results AID chose some contri1ctors who dId
Ipss thdn rll9h quality work or were prtmarlly Interesteu not 111 aid hut In
grnrr1t1ng new bUSiness (or themselve~ In RU~:>ld Iz~ :>dlU

He said the procurement and overSight processes were u<..Jr1Y ...Lrengthened
A consortium led by the prrvate rehef gro\lp Save the rhildren won a ')30

million contract Sept 30 to help nongovernmental organizations III Russlcl
Today Its four foreIgn reprC!iCnt1tlvc!: In Mo.ccow ::Ire £tlll warring out of lhe
luxury AProstar Hotel, stili "establishing a baseline and deSigning a plogram
fur Wltll " UI~y hpgan bidding a year ago, the consortIum director $!1ld

<;uch drrdngement'i typically cost AID an average of $250,000 to $300000 d
YPilr In salar1<"s, home leave and other benefIts In thl'; case none of the
conSOr (Ium rpprescntatlves speaks RUSSian And under the contract, more than
$10 million of the $30 million Will go to the consultants In 'managemr'nt fees"
Dnd general administration" costs

The Save the Children project IS now c;ohC"ltlng appltcdtlon:> fur
subcontractors to operatc two or three reqJonal centers deSigned to b<.lp
nongovernm<..nLDlorganlzatlons It Will be months before those contract~ Me
awarded and longer for the centers to begin operatll1g III part because AID
requires that the subcontractors be Amencan RUSSIans are not ehglble S W<..
rhl' rhllrlrl"n " Non BJzzy ~dltl LJI.LdU~l:l till:! ~uLJ<"urlll etLlu! ll1u~l ll1l:iet the
reqUirements of acceptmg US funds all the rules and rpqul,'lt!ons we all have
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to abide by II

In a case showing the close tIes between AID and Its consultants, an agency
official In Moscow was forced to retIre at age 55 when he was not promotcd -
but almost Immediately reappeared In Moscow working {or an AlD consultant with a
$4 million contract to monitor and give tochmcal advice to the same typc of
prOJccts he had overseen at AID AID's general counsel said there was no
conflict of Interest because the offiCial had not overseen the letting of the
consultant's contract

Finally, the pressure to spend money fast sometimes led offiCials and
consultants to work With Soviet era bureaucracies that knew how to abc;orb large
sums but were far from commItted to reform

The US Trade and Development Program gave a S61 0,000 grant to Infotec
Development , Cahforma company to work WIth the conservative RUSSian Land
Committee The goal, bolstered by an $80 mIllion World Bank loan, was to develop
a umflcd national land registry to promote a key tenet of a market economy -
pnvate property

rim Rogan, an lnfotec executive, said the project could last 20 years and
cost $ 2 bllhon to $5 billion He said lnfotec, which flew the bureaucrats to
Cahfornm to !lOC US land reglstnes In action hO[1p~ to c;p{l RUSSia the most
advanced hardware and software Including surveying equipment hnked to Global
"n,ltlnnlno ')iltrlhtp'i

RUSSian reformers agree that the absence of clear land title::. IS a
hottlcnc..c..k Lv 'r1\'l;:stment and reform But they <lrglll' th'lt buymg top of-the hne
g!'ar and deohng With II centralized conservatIve bllreaurracy With gravE'
rpservatlons duuut private property IS likely to slow reform

'They want <J perfect regIstry If It takes 20 years, Sdld une reformist
RUSSI;;" offICial, alluding to what h" ~I'I'<; as foot draggmQ by the RU<;<;13n
agwcy And If no land transactions take place until then, tough"

Th~ RusSl1n Pnvatlzatlon LwtCI, 31so l:lrgely AID funded, looked fur tl

qUIcker more gr;;lSS roots approach to the same problem In St Pc.ter~blJrg, the
center S10cdl director, Alexander Rarkhenko, WIth the rnducement of a few
perc;ondlc.omputers, persuaded local DureaucraCles to work together to establIsh
a land reqlstry based on eXlstmg n:l.UII.l::.

While- It Will not be as complete as that envIsIoned by Infotpr l'lnd the
World BanI< thE' proJ(.ct should be runmng by thiS summer, Radc.hc.nko said And It
should allow for lanrl c;alE'<; mortgages ,md other transactions essentnl to th"
ntxt st1ge of reform

AID and ItS consultants who had doubts about the Infotcc World Bdnk
project from the st3rt, are now pushing pilot projects Similar tn thr' flll~C;I,n

I'llvatization (cntN's 10 a dozen Cities an AID olhc.lcll S11cJ
Indeed, the RUSSian PnvatlzatlOn Center -- establishing offiCE'S In 2S

RUSSian CIties to help newly pnvatrzed hllsmesc;pc; on an clnnual bUdget of
$800 000 prOVides an example of AID s efforts to ftnd InnovatIVe, small scale
ways to rcc)ch RUSSia's agents of change In the Ural MountalOs city of
Yf'katrnnhllro, HlIo,'iIi'l <; third largest ano President Bons '(elt~ln." lUll",", lllWl1,

All) USIA l'nd othl'r oqcnCIC!l hOJc cought to cupport .I bro~d ip9ctrum flf ~nrl",l

prOJccts
A police llnlon le",oer recently turm:u lu (~kdl"'IIlIUU'\J'~ L"u~" law lenter llnd

won hiS Job b3ck In court after being fired for unron actiVism
The local ASSOCIation of Sight Disabled Will soon purchase spcc..lal computer

eqUipment to dllow Ib lJhnd members to communlcMe With other Cltlp" md hom.
their skills to win high paYing Jobs After relegdtlOn l;y SovIet welfare to
rnl III II (II pt"l1rJt"l1ry said group difector Takhlr Islamov we arc unltmq ell ,blpd
people and creating opportunIty

Small busmc..sc .. In the Yekatennburg area seekmg hE'lp In attracting
InVf'~rmpnt or formulating buzmczs plans, can now turn to the AmenC.all
Entrepreneurship Center, manc1qed by Deloltte & Touche and staffed by cl t10ll..ll
mostly RUS<;1111 E'xperts
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When the Kremlin secretly tried to move troops from Yekaterlnburg to Chechnya
the city s private Channel 4 broke lhe flew" Several soldiers' mothers hailing
learned from the station's midnight broadcast that their sons were battle bound,
have since JOined a protest movement against the war

One common thread In these stories IS the budding of a cIvil society, In which
the government or the Communist Party does not control everything, but people
speck up for themselves and band together voluntdllly IJd:.t::J UI) vcllYlng
Interests Another common thread IS U Said

The DC-based Eurasia Foundation, for example awarded $11 600 to
Yekaterlnburg s AsSociation of Sight Disabled

The foundation which fS primarily AID funded sends Its Russian speaking
stafF to regional centers to conduct brief seminars on applying for grants It
then conducts competitIons for Its money

In Yekatennburg more than 81 groups applied recently • "a good indicator
of grdss roots Interest In reforms," the foundation said Nme voluntary
agencies won $92 000, InciudlOg a children s legal rights group. a quarterly
enVIronmental Journal, a tralmng program for a telephone hot hne that counsels
women on legal fights and Job and social Issues and a student group seekmg to
Improve teaching of market economics

Horton Beebe-Center, EuraSia Foundation s Moscow coordinator, stlld hIS
staff -- tnclucllng many employees based outside Moscow - IS looking for
tnnOV<ltlve, le"lcllng edge organlziltlons tholt Wlllllldk,.. il dlffflrence and won't

qet money anywhere else"
The founddtlon spends 17 percent of Its annual $1,8 million budget on

overhead AID consultants, by companson spend from 2S percent to 700 pprcent
on overhead - tWice as much as they spend directly on programs In other words

illnl1fl WIth n fpp of R prrrrnt or IC:i:i NWrili li:;ll9
Another U 5 organization Internews Network followed a SImilar

dose to-the ground appro::lch In reaching out to Independent telPVI'iIOn stations
In RUSSia'S regIOns accordmg to Manana Aslamazyan the local executive
director Internews, which rehes pnmanly on AID and pnvate finanCier George
Soros for funding, at flr:.l hdU Lv s~~k out the privatI' ,tiltlon,

'At thp hpqlnnlng no one thought they would amOllnt to anytlMq at all,"
A~l1mazyan said People thought thE' most they cl1l1lcl do Wil'i run pirated copies
l)( ml)VIt!~ ,

Internews offered seminars In Journalism bUSiness plannlOg advertlslOq
anc! technical Issues It flew selected managers to the Untted States for
dlltllllUlidl tlOll1l11g It prOVided a Moscow Cl::ntl::1 for UIl::m to shale' m.w:; Clnd
exppnences

In many Cities, Independent stations now prOVIde the most bal.am.ed COVPI age
of local elections and other Issues, many agree Internews'<; first students In
Ypkatennuurq anrl E'lsewherc, lead seminars for newer statIons And thl'
Independent ~tlltlon~ arc pooling programming and banding together In other ways
IntprnE'ws grants are not forever, and we do not want thiS aSSOClcltlon to

collapse said Channel 4 s Igor M,shln who picked the slog1n 'On Your ')Ide'
for hiS statmn dttcr a VISIt to Washington 5 Channel 7

Even boosters of such grass roots ,lid agree that well dIrected,
larger sc,l" assistclnrp I" nppc!pr! too When RUSSia s reform governmc nt de-c.ldcd
III 1901 that priVatization was key to succes~ U ~ AIU Jumped 111 whllf' othrr
In~tltutlOnSwere stili dIthering Helping RUSSians who were eager but totally
unschooled In stoc.k markets and auctIons, US ron""lt;lnt,, provlc!rn (Of1c.n te
timely adVice, ClLcordlng to priVatization offiCial MaXim Boyko Thomcl" A DIOe.
AID's chief for Europe and the former Soviet Union, said Washington ~llpported

th", fu st stagp of prrv"tl7HllCm With $200 Hulile,,' m technical aId over two
years

Tod1Y, more than half of RUSSia's stores ctrld fclctones are III pnv1tp
I, mus AID fUl1dt'd consultants arc promotIng the second stage of pnvatllatJon



• development of capital markets, shareholder registries and other instItutIOns
that reformers hope will push privatized firms to become more effiCient

In a sense, though, the privatizatIon story. rather than being a Simple
success tale suggests the complexity of the aid questIon Because of
deep-seatl'd OpposItion to reform, most privatized companies remain In the hands
of old tIme directors and graft corruptIon and bankruptcy are as common t-heme'>
as free market profits

Some CritICS suggest that From the begtnnlng U S aid efforts were based
on too much optimism about RUSSia s ability to qUIckly transform Itself, and
about Amerrca's ability to help

Noms saId all AID programs could be wrapped up by 1999 "We can be useful
durtllg the penod of tranSItion he said "And they (the RUSSIans] can make the
bulk of the changes In four or fIve years'

In a speech last September. Dine said he was "bullish' on RUSSia, where
InflatIOn was down the ruble was stabiliZIng and Investment was up Shortly
after hiS speech, inflation reIgnited, tho ruble tumbled and foreign Investment
dll but dned up

The lesson one Western diplomat said, IS Rot that RUSSia's reforms are bound
to tall, but that at best they Will last a generation, With many fitS and starts

and that alc! should be planned accordIngly
Ron ChIldress, director of Amencan consultants ARD/Checchl, saId caution and

good jl.ldgment are crucIal "YOll Simply can't come In hke John Wdyne leading the
cavalry over the hili and Stllrt c-hanglT'lg the InstItutions, , he SOld Amcncons
have to remember that RUSSIO IS not a defeated country

rlleltt reported from Moscow and Southerland from Washington

By Fred HIatt
Washlnqton Post Foreign Service•
W? 0711? II', rlrms Cash In on Aid Projects

•
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the U S government IS spendlllg tens of millions of dollars on RUSSia s energy
sector the w!'i'llthlcst sector of ItS economy but Tayfun A Gunusen sees that as
d wise Invc~trfll..lll pul Lh,mly

Gunusen IS Moscow director for Burns and Roe Enterprises Inc l OM of
several U S energy consultants With multimillion dr.lIar contr;Jcts frvm the U 5
Agency for International Development (AID)

I don t see It as foreign aid ' Gunusen said I SE'e It as bUSiness
devtlopment for U 5 companies In general"

As CritiCS targeted aid to the former Soviet states the Clinton
admmlstrdtJon shiFted emphaSIS away from technIcal assIstance and toward
promoting tr1de and Investment In practice, that has meant millions In direct
t;ubSldles for U ~ busmesses millions In lflsurance and Investment from the
fpdl'r11 Overseas Prlvclte Investmerlt Corp and newly created enterprise funds
and millions more In trade promotion masqueradIng as aId

The US Trade and Development Program, for example, gave S200 000 to
~(.at Ie.::. Paccar Corp and S200 000 to CaterpIllar In of Peona III to
P'IIll/OII"' t lI11!lt'lrlllllll With Muscvw s glallt ZII tIUC.k. 111rtnufrtL lutt I Mo.,lllf ZIl,'l
IICJW <;hut and askmg to be renatlonahzed but the Novotl uck JOInt vpntul p
1<; 1ll hll<;lnp<;<; tlIrmng out Catl'rpl!lar powprpej Zl1 tru,k<;

Given the dIfficult II1vestment chmate, the U S grant did qre1se the
~klclt; nQ qu/"H1on about It said lame'> Martin, Novotrurk '\ df'pllty nlfN tnr I
Joseph Grandmaison, the trade agency's dlfector, ac\o..nowlecfged, though, that the
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v.,,'tUi e 15 "runnmg Into problem!; bec:lu£8 of ZlI's problems II He Se\Jfi hie; ~opnC"y
IS looking at additional grants for restructuring

The trade agency also qave Marnott International $435,000 to help fund a
study on rebuilding the downtown Moscow (ntourlst Hotel Although I-larnott could
afford the full cost of the $2 million study Grar1dmalson said the U S grant
will help the company compete agamst European firms for the hotel contract

Now this IS a prOject that s endorsed by the US government,' he said
"They're not likely to get Jerked around"

Terry Souers vice preSident of corporate commUIIU.dllUM, for Bethe~da based
Mamott International, defended the grant, saYing MarTIott has spent "hundreds
of thousands of dollars In recent years attempting to strike a deal In Moscow
Should Mamott fmally be successful In winning the contract for Intounst,
Souers added Marriott's corporate Investment -- In the millions of dollars 
would far exceed the grant

But DaVid J Kramer, a Carneglc Endowment expert on RUSSia said taxp'lyprc;
should not be subSidiZing compames ltke Marnott With annual revenues of $8 7
billion He said such aid counters U5 preaching to Moscow to re<lucp Its rolc
In the economy

A government adViser here said the program mostly aids "big companies who
would be here anyway" He added "It'S too bad If It comes at the expense of
technical assistance which would make It more pOSSible for everyone to do
bUSiness here'

Even much or what AID calls techmc.!! aSSistance, though IS InterHJt::c1 tn
hplp II Cj businesses Some of the aid to RUSSia's gas and electriC power gldnls
dims to promote environmentally sound poliCIes but much is meant to open the
way for such companies as We~tlll!:lhuuse and General Dectnc, according to AID
energy director Gene George '

Washlnqton has spent thousands of dollars flymg RUSSIa e; energy
bureaucrats to New York and HouSton for exampl p , to meet potentIal mVP'ltore;

Anntoly Baranov!;ky, vIce preSident of the power company S<Ur! hl~ firm Ie;
hClpPY to tnke the help - including US-funded adVice from Pnce WaterhoLlse and
Mcrnlt Lynch but doesn't need It

"thiS Isn t alms,' Baranovsky said ThiS IS preparing the field for U S
I v,,~, ~ "

Staff wnter Anthony Fc:llola contributed to thiS report from Washington

Last p1ge 1m
Executive News ~vc (ot)
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Coal Strike Closes Pits Across Russia
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ByAlexander Gord~
TH1 MOSCO"- TINrS

SHAKHTY Southern Russia 
More than half a mJlhon stnklng coal
mmers shut down 90 percent of the
country s 235 mmes Wednesday In a
one day ....allout spanmng Russia from
the Rosto, re£Ion to Salhahn Island
umon leaders silld

Coal worlers here In Ihe Rosto\ re
glOn hardesl hllamong the mmlng ar
cas deCIded 10 resume work Thursday
afler an elght-da) slnke which preClpl
IBled Ihe nauoowlde v.alloul They de

clded to return to work after the gov
ernment promIsed 10 pay overdue
salanes and mcrease subsIdIes to the In

dustry
But the slnlers warned the govern

menI they would pickel Moscow's
While House and demand the govern
ment's reslgnalJon from March 1 unless
II stucllo the deal

There WIll be no more lall about
rubles" a umo~~~ader saId shortly be
fore a reglonal)pnlon conference de
clded to call for the government s re
moval and early presldenual electiOns

next time coal workers arc forced to
take labor aCllon

Accordmg to the RUSSian Coal
Workers Umon 512000 1001. parI In
th sml.e 10 demand prompt paYment
of overdue wages and socml guarantees
fo mmes scheduled for closure The
protesters shut down 215 of RUSSia s
235 mmes as well as 23 open cuts and
some processmg factones across 6 500
J,.l!ometers of the countr}

The natIonal acllOn was a culmina
lion of protests Ihat began lale last
month In Ihe southern Roslov regIOn

where hundreds of Ihousands of miners
and theIr families lIve In mISerable can
dllions wllh no plumbmg or gas

Mosl of the coal v.orJ...ers here had
nol been paid their No\ e"'YIb r and De
cemberv.ages Onlan l c 0\er80mm
ers refused 10 leave Ihe underground
shafts reminiscent of the beginning of
coal slrll.es m 1989 ilia .... ere anstru
mental an bnnglng dO\<n the Gorbaehev
regIme and endmg the So-. leI Umon

Last monlh s three da\ sll In

prompted 75 000 mmers tr th region to I )
See SlRIKE,~e 2(QIle.r
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Miners Threaten to Picket Government
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By Elame Monaghan
R1Ulr-:I

SHAhHT1 Russia - Slnl.lDg
miners III sOulh ern Russ18 on
v. edllesda\ threatened 10 PU:)..I Ihe
Wlule House Ir M:Jsco\\ 10 demand
th gO\ emrnen S ·cslgnalllln unless

I M1111Slcrs mel th I oemands fo bacl.
pa\I 111Incrs In th Roslo\ repoD JOlDed

I hunorcds 0' thousar.ds of colleagues ID
1 l nallonWlde one ;:a\ sloppage In S

bId 10 secure os::1. pa\ due smce
"ovember as will as oblam more Sllll.
subSIdIes for ID Ilolonoush mem
Clen numng 5C..to-

AI Ihe OctaD:: Revolution PI! In
I n mllllllg se dement of ShaUll}

aDOUI 100 lit no""th of Roslov on
Doc 200 gnrr fa.:::ed mmers gathered

In a hall to deCIde thelf next mo\ e
Local UnlOD leader \ ladlmlf

ebul-Ill told them Mosco'" had
promISed 10 send '" ages for
December - Shal.hly s mlDers
receIved pan of No\ embe s salaT)
aD Monday - but Iall..s Wllh govern
menl offiCIals on the rest 0' lbe eash
bad been unsuccessful

I suggest we go bad IC "orl.
c:nortO\\ and thell If the !!O\emment
fluls 10 pal up we sIan p,·l.euDg Ibe
Wblle House on Februaf\ 17 and
smc agam aD March I h- saId 10
shouls of agreement from lb. llSsem
bled IIl1ners.

Others were less paucnt
We should sml-e unu} we 1!CI

paid boUered one man 'V.'Ita. arc: we
laJlJng for? The mmers eventualh
agreed 10 go bad 10 worl. and wall for
the lateSt government response

T::.. mIners sa\ Ihe} have not
b-.t ;,:u: regularh slllce 1993 when
Pres .:lent Bans) "lIsm once Ihelr
f21 0_"I~ Icaoer freed coal prices
M 1::.0 les of slTIl.es In 1989 and
J09 ",hlce helped IJIl off the SovIet
lJlue:: ar still strong here,::I \lUners slfUcghng 10 survIve
o 2 era!! month!) luges 0' 400 000
rou:;: c' (S95) also v. ani guaranteeS
.lla :1lI' "'U) no be closed down The
b..a:: 0' S..llte nunlng concern Rosugol
sn 8(1 per cem of Ihe COUIllT) s
ll\Ir::.s al'" loss malJng

"1 'lTomc thaI ) cl15m ha.. enougb
mo=:., fa· ",a= III Chechn\8 but nol
fo ..l5 s3Jd loeal unIon offiCial Bans
M....-adudo
~E..r when we gel our \\ages

.n~ r nOI v. orlh much because of
Clf..zuon

""'lIm.< reall \ dernoCl'llc}'"

Sbalhl) IS surrounded bl h_g- slag
hcaps from liS 26 mlDes ICe onh
'" orlplace In me senlemen "Osl of
lIS roughl} 200 000 mhabltall15 hve In

COllates wllb DO InSIde 1011e.s hoI
",aler or gas

The rmnelS aTe also wo....e= about
nelonousl) lax safel) slBDdcds bu:
prospects fo Improvement 5:e:::J slim

PyOIf Orlvansl., me dm..'"t::l"" 0 the
O::lObeT Revnllluon pIt SlU. =. lael of
cash meanl he could DOl l3l. n-asures
10 slCm a nslD); number a "j oods 111

hIS mine Wblle wor\.. on • nev. seam
",Inch would proVide 40 \e::;"S "'orl.
had ground 10 :; ball.

I had 10 us: rn\ budllC 1:: pal m\
wor~ers J ve '" orked hen: tu:.:l: 10 56
DlI1 never llle tillS J used 10 ClO" v.bo
J\\as I kIIe" J was lleedec..

'BUI DO" 1 don I eVct 1.::::0" \\ ~I
will happen tomorrov. ft II.. S2.Jd

"""'i;;-'
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Russian Miners Stage Nationwide Warning Strike

~~

~

~
"Il

i'1.

~
.r::
h

~rr,
()
o
"'0
"'<

By Simon Samdzhyan
The MOtMM Tnbane

More than Soo.lXXJ Rnssw1 mmers
lmd down thell 100Is 011 Wednesday
10 demand paymeDI of months of
bacl. wages. The 5llikers tlm:atencd 10
call for early plCSldcnual eltCtIollll
and !be n:slgnaboo or the government
If thw dellWlds art DOlIlll:l.

"Tbe stnke swept all mining
regIons from Sakhahn 10 81
Pelersburg All eoaJ-mmmg RlISSUltS
wtlh us." Vllaly BIJIlco c:batrman of
lbe Trade UnIon of Coal Industry
Wolker' PRUP) lold 1M MDSCOW

Tnbunt 01 WedIlesday
Alleasl 80 per =t of the mdus

II) s entcrpmes $CllIIered allover
RUSSia responded 10 the PRUP s
appeal 10 slage the Uh01ll' warnmg
walkout m orderlD prcICSI months of
UDJl8Id wages.

Most RUSSIID JIlIner, have DOl

receIved theIr wanes fllr three 10
four months Butko SlIJd

So far mosl stnkers bave made
only cconOIDJC demands. bul the} will
resort 10 an unIutnI:d pobucal sll1ke
SIaJ1lIlg on MazdJ I II the governmenl
falls 10 come llUl With lUI effiCient
lCS)lOIlSC 10 thetr 1ICDOl\, he smd.

BUllo wbo lhn:alened 10 send
M more than I 000 IDIners from all
over Russia 10 p,cket the House of
!be GovernmCll!" (&be Wbtte House)
emled the Wednesday walkout "a
VictOry" refleelUlg tbe unity of
RDsnan JIlIDCB.

"Even those wbo gol their
December salanes )omed prDICSIers
out msoMan!) "Butko~

Irn""-I~ on Pa~e 2)

f'h:JeoDtIo~

Miners at the Mezhdurechensk mIne dJswss the situation after they went on stnke on Wednesday In the Slienan Kuzbass coal basin.
Half a hllihon RUSSian coal miners Wl!IIt on stnke on Wednesday to demand overdue wages and govemmal.-bsldles for the Industry
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Miners' Stril<es Could Spread
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By Paul Norton
The Moscow Tnbune

The stnke fever raclDg through
RUSSUUl coalmmes IS a symptom of a
deeper disease that could spread to oth
'er mduslnes unless a new soem! safety
net IS established for those who are
dependent on the country s coal econo
m) says a coalmdustry refonn expen.

Hundreds of thousands of mmers
were set to slnke on Wednesday for
bac!.. wages

The scenano IS nothmg new 
stnke threats have been a fael of hfe at
the slarl of each year slDce 1991
What s different IS that reslruclUrmg IS
Se! '10 downsIZe and elunmate huge sec
1Or;~.thc mdustr}t I "JJ'1,n .fJlJU oJ

'J>, Ow we ve reached a pomt where
there Ii lenOUS restruclunng gomg on

swd Mary Lowse Vitelli proJCC"' dtrec
tor of the Partners ID Economic
RefonnfThe Coal Projecl Vltclll bas
been workmg on coal mdus\ry and
regIOn refonn ISsues smce 1991

II s more than just back wages It s
aboul future employment ~ she sBld
"The quesuon IS very unclear about the
future because there IS no mandate
about what 10 do concemmg future
employment ID the coal regIOns And
there s no financmg determtned to deal
With the Issues of unemployment, job
creauon and poSSible relocauon -

RUSSia s mlDe£s were the first
orgall1sed group to bold mass litnkeS
m the fmal years of the SoVlel Dillon
The) are a potent labour force whlcb
bas largely supported reforms 10
RUSSia - at least unUI now

We rc gomg to bave a lot or men
WithOut jobs Vltelh swd "A 101 of

young men between 25 and 40 years of
age - angry !'len

If the West and RUSSIa don t start
ma\ang some kmd of effon to address
these SOCIal safety net ISsues the prob
lem Will nOl only exlslm coal lJUt m
gas OIl, steel or any bIg mduslry thai s
lefl over from the SovIet system.

Tbls would be an Ideal scen..no for
a ngbl wmg extrenusl seelang to lurn
dtsaffecuon and anger 1010 votes And
It s hardly the besl-ease prognOSIS for a
Western IOvestor or poluelan

Hope 10 the form of a £500 nul
han World Bank loan for prOVISIOn of
a safel> nel as well as job creauon IS
10 the offing The RUSSIan government
muSl firsl ask for tbe loan and tben
Implement 1l Vltelh Said That s one
way III1I11/1g comm\lll1Ues could begm
10 2d"re:oJ, the problem of socml buar
anlees,



• •• • • •

The World Banl.. bus promIsed 10

pro\lde a $600 bIllion loan If RUSSlll
agrees 10 shUI down 80 nunes b) the
year 2 000

kmstlcr blamed Rosugol the SlalC
company wluch o\\'ns m8Jor parcels
of shares In mosl of RUSSia S coal
mduslJ) complll1lcs for mODopohsmg
pnCCS on coal. and thereby dlScourng
109 COmpelllJOn lD the Illdustry

Mcanwlule an un/muled slnke of
more Ibnn 70 000 coal JhdllSll) worl.
ers whIch frau opcnllons nt all of
the ROSIOV on Don milling relpon S
26 mines to southern RUSSIn. emeted
lIS seventh da)

The prolCSlers W3IIt $ll\ary =ars
for the lasl 1hrcc months and payment
of delayed fedent SIIbslllJCS

We \\111 CODunue ibIS stnke to
Jom other reglOlIS 00 Wednesday ond
see whether the governmenl changes
lIS posmon ~ Bans MIIl.nts deputy
chIef of PRUP s ROSIOV on-Don
bronch lold Tilt Moseoll Trtbune

kuznetsov called on the Icderal
governmenl 10 pal lIS d..bu 10 nuncrs
lr order 10 pre\ ent Ihe f onhcommf,
srnke

Thcy can I wall an\ longer
strcssed the offiClnl

On Tbursda) PRUP s ma.1n n~al

- the Indcpendent Tra~ Umon of
Mtners (NPG) wluch ha.. been pursu
109 II ... all and see pols C) finnIly
pledged suppan for Ihe Wednesday
\\alLoUI

NPO s rcglonal branch 10 Ihe
northern RussIan Clt\ of V orlula
JOIned their PRUP cOUDtCrpans 10 II

24 hour "amln8 slri1.e "1lIr:h Sinned
al7 a m on Thursda)

All bUI one of the fC810n S 12
mllles WIll produce DO =. dunng the
strlle saId local J-,PG chIef
Alexander MannululC>\ addmg Ihat
Vort.ula miners "ill la\ down our
plcls m a 10lal swc on March I If
our satnt) demands arc DO met"

However \\ e sull t1unl.. that one
should fighl the cause and nOI Its
effeClS E,.nd the cause 15 concealed III

the mduslJ') mclf NPG depul) cluef
Eduard h.msller IDle: The Mosco"
Trtbune

Accordmg 10 ktnsuer m:my of the
mdunr) S produclloD assoclallons
owe Ihe federal government more or
less the some arnOllll. 0< money thaI
the governmenl O\\'CS UJcJIl.

h.mstlcr saId onl~ lrue marl.et
rcfonus such as demonopoltsallon of
Ihc mduSIT) and shut.dOWDS of loss
mal.Jng cnlcrpnscs 1lJ:3) help RUSSIan
mmers to recO' er from Ibe current
finanCIal ensls and prevenl futUre
Olles

hsts more than 988 000 members
AccordIng 10 BUIl.o aboul

600 000 worlers WIll SlOp "0 J,. on
V. ednesday 10 demand bad. pa\ and
subsllbes owcd them by Ihe federal
government

The proleslers WIll also urge Ihe
governmenl 1o prOVide an addlllonal
3 7 Inlhon roubles 10 Ihe 6 3 tnIhOD
ltI:1udcd In the 1995 federal budgcl
for supportlUg Ihe eounln sloss
IItllJOg coalmdustry

And should the government fad 10
h=d the millers \\&nung the nRUP
",11 launch an unhmJled slflle
dernandlllg carl) presldenllnl elec
nons and the reslgnallon of Ib" 80\
e:rnmcnl as of March I ButJ..o s:ud

II Ibe slfll.e lasts morc Ihan a
\\-.:cl.., II will hnve calaslrophlc ::onse
qucn"cs depUI) head of Ihe RUSSIan
MIDlSII) of Fuel and Encrg\ • coal
Industry departmenl Alexander
h.ll2IlclsO\ lold T"~ Moscoll Tnbllllr
or:. Monday

'7Ius (March) strike ma\ neeIC
enllre areas In Far Easl nOTlhem

and e\ en CCRlTaI RUSSIa he saId
COJII currentl) accounts for more

than 80 per cent of the fuel used 1D

c:eDIr:l1 heaung syslems all over
Russm. and prO' Ides 55 per cent of
th: fuel consumed by the COUDIt} S

Utcnooclcanc plants
h.nznelSoV sa.td that a slgmficanl

pan of Ihesc coal powered plants
have mlnl/nal resCf\/CS of sohd fuet..
'Whleb If not remforced wJll be

, exhaUSled M soon enough

But suU "the SIIuauon has wors
ened" since !aIls With Chubals las I

Thursda) aceardmg to Butko
Afler announclOg thc forthcommg

na\lonnl s\rll.es before Ihe meeung
wllh Chubnls PRUP leaders slayed
sllenl for IWO days unlll II becnme
clear thai the federal govemmenl was
nOl gomg 10 meel all of Ibe trade
umons demands

Maybe Ibe\ (the federal aulbon
ues) deCIded 10 ICSI our resolve the
PROP chief 5aJd

The Wednesday walkout can
eel~ed as Mil warmng 10 the federal
gO\ ernment would paral) se Ihe
whole coal mduslry for 24 hours
accordlDg 10 ButLo

"\\ e have receIved lelegrnmmes
of support from absolulely all the
coul mlllJDg regIOns of RUSSIa..~ saId
the head of the lrade umon whIch

MINERS

.( :rwr;rrr:lfjjjjl""TII1J~

MChubolS hns reJccled Ille rcpon
prepared by governmenl burenu
crnls who hnd no r.....on 10 •ympa
1I11sL wllh u. IlL 100L U ~UIUIIlJIY

deCISIon wllhoUl COll.ulllng .myulle
BUlko said

Trylllg 10 ease Ille hurden of
financial problems borne by the
IOduslry Chub:us ordered the dmn
bul,on of a IOO-bl11l0n rouble firsl
8ld pnclage of federal SUbSldlcs lasl
wee!..

By Simon Saradzhyan
Tilt Moseoll Tnb'l/It

RUSSIa s cash slI·apped mlRers
conlimled on Monlb- lhelr decl.,on
to launch u nnllon wl<k wnlLoul uflcr
se'LrJI UJy. 01 Ironlc.\ I tiL. wllh
Ill. f.d.mll,o\emmt..Ol

WL h IU IU IJlc 1111. tlLLI.IUIl
Ihuugh I lwd hoped we could lind n
comrrom,sc Vllal} BUlko ch,cf of
tne Trade UnIOn of Coal Mlnrng
InduSlrY (PRUP) lold Tile MosciIlv
7flbtll/( 00 Mon<l~}

Lasl TnUrSdJ) Bullo uno ~~crol

Olher bbour oc\l\ ISiS mel wnh u
lcam 01 l,U~emmCllI officlllls hendLd
Il) FIlSI DCpUI) Premier AOJlOly
Chubllls wno plrrlgea financial help
lor Ihc dcprc»cd lX.l:Il mduslfy

Chubn,s ordered Ihe Flftanee
Mmlslly 10 pfCJl:llt 01 dclUlled sched
ule of federnl subs1dJe> 10 the mdu.
\lY

Wlnle Ihe FiIl2llOeMS plan
calls for subs,d,,:. oC 2.5 Inlh rou
bles for thc Irooblocl loduslry n Ihe
filSl quaner of 1995 Chub:us ClIt1ed
lor Ih,s amounl 10 ~ halved BUI~o
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PIER MIssion Analyzes
Russian Coal Industry

The bel""..u.:nod RU~lan cOdl
Indu.try strugglin.. to adapt to radIcal
chan.."" In the RussIan ~onomv has
been hit by d chdln of arrean.
Inten.,hed by ".lng mtldtlon

lncr"""mgly ctln.ume~ cdtlnot
P"y lor wdl l""vm.. I.o.d prudul.e~

wlCh no mon~y to buy .upph"" dnd
eqUIpment or p..y theIr workers N,

th""e unpaId debts multIply the
Centr...l Government SubSIdIes that
l..e p the mdustry alloat are mcre:tSmg
dt d.n alanrung rate contnbuung
.ub.[anu..lly to the natlon,,1 budget
dehl.lt

Thl' w"" one 01 the ol>,e" ..tlOn.
or the PIER T rdn.ltlon A»I,t.1nl.e
MI»lon whIch recently wmpleted d
month Ion.. tact hndmg ,Iudv m
Mu.ww dnd Kemerovo The 1lU,>lon
lueu,ed It> eltort> on ........mg the
r..mlhwtlons ot restructunng the coal
mdu.try espeCIally as they etfect
dIsplaced workers and their faaubes

PIER studIes also confirmed that
the co..1 mdustry sufrers from outdated
dnd poorly mamtamed plant and
eqUlpment low productIVIty and a
~ I Illl ,dIety rcconl

Demdnd tor co..1 h"" fdllen r"pldl v
... the h...vy mdustnes USing co..l h..ve
cut bdck productIon and the cost ot
.hlppIn.. cOdl by r...tl h.<S more th<lO
tripled m recent months Short work
week; and unpaId vacatIons are
wld""pread as productlvtty contlllues
to ILlI

The miSSIon wh,ch wa; conducted

See MISSION p"te 2

PIER Staff WItness
October Uprlsmg

Several partICipants m PIER s
September fact findmg ausslon to
Mo>cow and Kemerovo Witnessed
hrsthand the October confrontatIon
b~tween Pre>ldent Yeltsm and the
Parhament

Whll~ mo,t t.,...m memben. h...d
returned to the U S by the end of
September sever..1other members and
PIER staff stayed throogh e3rly
October to d,scu;s findmgs WIth the
World Bank and prepare the InItial
draft of PIER s report

PIER team members and staff
who remaIned m Moscow were eye
wttn""se> to the October 3 4 events
PIER EXOI.utlve Director BIll
Me..gh.:r and other PIER t.:am
member> were ..nabIe to leave the
Hotd Ukrame bel.ause of heavy
gunhre around the White House
directly acro>s the Moscow River

Dunng the sIege one of the
several thousand soldIers camped out
10 the hotel was shot by a smper while
standtng at a wmdow one floor above
the PIER team

As M..agher put It We saw
hr>th.md the OIghtm..re tbat baunts
many Rus.lans the fear of
confrontatIon tb...t turns Violent and
spin> out ot control Our expenence
also emphasized the potentIal danger
that our Director m RUSSIa Mary
LOUIse V Itelll and her staff face every
day lQ Moscow

Meagher recaned how the basIS for
the RUSSian anxIety was VIVidly

Su UPRISING page 2

PIER Hosts Health
and Safety Semmar

Last year the RUSSian coal
mdustry reported 337 II11Qe deaths for
317 aulhon tons of coal lI1Ined whde
the U S reported 57 fatahtles for
almost one billion ton> of coal ThIs
d"pa"ty ha:. led RUSSIan coal mdustry
le..der:. to ;eek U S assistance m
Improvmg govemment bealth and
safety standards

In respon>e to the RUSSian request
for hdp PIER hosted a delegation of
ten representatIves from the RUSSian
coal mdustry at a healtb and safety
seaunar m early October m the U S

Delegates expressed theu concern
tor safety tramlng for mmers
unemployment compensatIon and
SOCIal Issue; such as health care They
were especlaUy IOterested tn
dISCUSSing the Interaction of
government and mdustry and labor s
mfluence on safety and health
legIslatIon

The meettng whIch opened lQ

WasbJngton was sponsored 10

cooperatloo With U S AID and
Partners m InternatIonal EducatIon
and TraInIng It conceotrated on the
organIzatIon and operatIOn of bealth
and safety tn tbe U S coal mdustry

Dunng tbe semmar the delegatIon
held dISCUSSIOns WIth representatIves
ot the U S Bureau of Mtnes the
Natlooal Coal Assoclabon the Island
Creek Coal Company of Le'tmgton
Kentucky the UDlted Mtne Workers
of Amenca and the U S Mme Safety
and Health AdDllnlstratlon (MSHA)

See SEMINAR page 2

nfsfAVAltABLE COPy
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News From The Field

.. ¥un Knvod.1nov Co'-Ch.urm.m
NPG K.1r"l,.md" fl:Cl:ndy und"rw"nt
l:Xlt:n>lVl: mt:dll...u tc:.t>. UI a Mo>cow
ho'plwl
* In <:arty Nov"mber Ndat:l. Shulga,
President of NPG Vorkut:l. It:d rnn"
oth"r auners m a hunger stnk" to
protest late salary payments dating
b.ck to Septemb"r and potential rrnn"
...Io,mg, Without • ""Il:ty nl:t lor
<.h>pl....l:d rrnnl:" GnU thl:" t.rru!l...
* Joy B.lSh.lrol, an Enl,hsh te:1,-her
Irom WI,wnsm h.... "'tuml:d to th"
KUZRt:tsk Basin folIowlDg a successtul
l<:<hnl....1 Englt,h IJ.lIguag" program
~hl: conducted last year for PIER In

Slb<Ona She will sp"nd llIIl" months
In Kem"rovo and Vorkuta In RUSSIa
and m several ar<O:l:> m Kaulliwn
I..Ondu...tln~ slImlar prO",rdlll>
* I\l.lry Loul:>e VIlelh DlrlO'-tor
PIER RU»lol rl:I..l:ntly trdvl:lt:d to
Kl:ml:ruyo Bduvu Prukupll:v,k
KI~dyov~k Ll:nln KUZRl:t>k J.lIU
NuvokuZRcl:>k .Ill lo<.t..u m the
Kuzb.., Region Dunng hl:r Vl>lt>.
,hl: mt:t WIth umon "'pr"'l:nt.ltIVl:'
coal as~oClatlon dlr"ctors and rrnn"
/Ildn.g"rs to d,scll>S ways to deal With
un"mploym"nt and th" n"ed for small
bUSiness tralnmg and ent",p",n"unal
devdopml:nt
.. Al.m Irvllll, Pl.ER AIm"tv
.rr.J.ngl:d • ll:gdl 'l:mln.r hl:ld O... tobl:r
21 .t thl: MInl~try 0 t FUl:l .nd Enl:rgy
to eXdClllnc:: the:: 1,=g41 I~~U~ r..ontruntlQ~

Kdukh.l.n dS the ...ountry' co;'
mdu.try moves to pnvatlzatlon
P.rtl""p.nts Includ"d "'pr",,,ntatlv,,s
Irom th" Amencan Bar AssOCiation
and U S AID along WIth "xperts
Irom Kazakhstan governm"nt
dg:t:nl",lC::~

* Fred Keruhs, PIER Donetsk
"'port> tbat th" U S Bureau of Mmes
II.sl> d"v"loptOd a tr:llnmg course for
l1UIl1ng managers and SUp"rviSOrs
Th" cours" IS now belDg t:lUgbt to 5 1
SlOmor rrnnmg studlOtlts at the Don"tsk
Polyteclllllc institute
* On October 24 PIER Waslungton
arranged for the slupment of $70 000
worth of additional safety equipment
to Kemerovo RussIa and Karaganda
Kazakstan Th" equIpment was
re<juel>t"d by rl:p=l:nutlves In thes"
coal "'glons through PIER s regional
directors •

i\t!.tSS10n,from page 1

In coop"ratton with th" World Bank
conslst..u of t....m> of experts In th"
lil:lLl> 01 ldbor r"ldtloQ> econonucs
IT1J,rketln", mdnd.."m"nt econonuc
dnd ...ommumty devl:lopm"nt and cOdl
t<:<hnolo",y

Th" nu.,lon s findln",~ wdl
...ontnbut" to lh" World Bank S etforts
to support =tructunng of th" RUSSian
coal mdustry whd" also Id"ntlfymg
ways PIER can asSiSt labor and
manag"m"nt In the transition process

Th" results of PIER s fact finding
study Wl:r" rel<Oased last w"ek COPies
of .n "x"...UtlVl: ~ununary arlO avadabl"
trom PIER

Mdry Loul'" Vltdlt DIrector
PIER RU»I. ""Id PIER team
memb"" g.ln"d n"w inSights Into thl:
hopes and fears of th" RLlSslan p"opl"
and all tbose comnutted to helpUlg
them make a transition to a democratIc
system She concluded PIER teams
saw firsthand the deep cnsls that the
country and th" coal lDdLlStry hav"
tnhented from th" past 70 years •

Upnsmg, from page 1

portrayed for the first PIER team led
by W I Usery Jr Chauman of
PIER s Board In June 1991 At a
dumer In Kemerovo 26 RUSSians and
Amencans stood In tum around the
dinner table to mtroduce themselves
and tell sometlung of their Itves
Without exc:eplton Meagher said the
RUSSians had expenenced the break up
of their farrnltes and th" loss of close
relatives as the result of war purges
executIOns and forced rrngratLons

Accordmg to Meagher many
RUSSians belteve that th" relative
tranquility of the transition In RLlSSta
thus far cOtnt:S from the dread of
uncontrollable VIolence The events
of October 3-4 touched that nerve In

th" RLlSsian psyche MeaJher added
and they und"rhned th" Import:tnce

of Western efforts to !!Ive asSIStanC"
and most Import:tnt- hop" to a
,truggltng p"ople •

Semmar, from page 1

Dde!!ates travel"d to Plttsburoh
for a ;errnnar on the Job saf:ty
analySIS programs developed by the
Umt"d Steel Workers of Amenca and
MSHA They also toured th" U S
Bureau of Mines Pittsburgh Research
Cent"r and the Cyprus Coal
Company s Em"rdld Mme In

Umontown Pennsylvarna FollowUlg
the Cyprus tour the group met With
umon representatives and Ill1ne
managers to diSCUSS rrnne dIsaster
procedures wages and salanes work
hours production sales and taxes

RUSSian representatives came from
the MlDlStry of Fuel and Energy The
Skochlnsky Muung Inst,tute The
MIlItary MUl" Rescu" Organ,zatLon of
RUSSIa the Gokov Coal AssOCIatIOn
and the Independent MUlers Umon of
RUSSIa (NPG)

PIER Industry LiaIson Officer Sam
Sunon arranged the program and
traveled With the delegates to
Pennsylvama HIS fluent RUSSian also
contnbuted to the success of the
semInar·

•
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MARY LOUISE VITELLI
1211 ConnectIcut Ave, NW, SUIte 300

Key QualIficatIons
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(202)955-9080
WashIngton, DC 20036

•

•

•

•

Ms VItellI, an attorney, has been addressmg energy restructunng Issues smce 1992 workmg wIth
USAID, World Bank, European Umon, EBRD, and other donors m developmg regIOns wIth a
partIcular focus on coal and power restructunng Her fanllhanty wIth Eastern and Central Europe
and the Fonner SovIet Umons, ASIa, the MIddle East and LatIn Amenca ranges from mdlvlduals to
mstItutIOns workmg at federal, regIOnal, local and pnvate levels of the vanous energy and busmess
sectors Ms VItellI IS fluent m RUSSIan and SpanIsh and conversant m ArabIc She IS well-versed
m the energy and enVIronment sector ObjectIves of USAID, the World Bank and dedIcated to theIr
ImplementatIOn toward sound economIC development

Currently Ms VItellI IS the Project Manager for the Advanced Engmeenng AssocIates InternatIOnal
(AEAI) USAID Energy and EnVIronment Indefimte QuantIty Contract (IQC) where AEAI IS a pnme
contractor under tms $200 mIlhon global mitIatIve Ms VItellI IS part owner and VIce PreSIdent of
AEAI and m addItIOn to workmg as the IQC Project Manager, conducts mdlvldual mternatIOnal
development aSSIgnments

Recent ExperIence

PrOject Manger, USAID Energy and EnVironment IQC ($200 mIllIOn total contract) - daily
haIsomng WIth USAID, World Bank and other bI- and multI-lateral donors to deSIgn, encourage,
support and Implement effectIve US and mternatIOnal energy and enVIronment asSIstance actIVItIes
to developmg regIons of the world ThIS actIVIty reqUIres mtense management of 13 subcontracts
mcludmg DelO1tte Touche, Duke Engmeenng & ServIces, Fluor DanIel, Harza Engmeenng,
Honeywell, Resources for the Future, World EnVIronment Center and several mternatIOnal energy
consultmg finns The contract focuses on energy polIcy, energy effiCIency, global chmate change,
technology transfer, renewable energy and market development throughout the developmg world
Ms Vltelh IS currently managmg actIVItIes m BrazIl, Egypt, and IndoneSIa

Romaman M,mstry ofFznance, Mznlstry ofIndustry, Mlmstry ofFuels (1998) - consultant to
World Bank actIVIty, workmg WIth Romaman government counterparts, addressmg a vanety of 011,
gas and mme restructunng Issues mcludmg ownersmp, bIddmg ofresources, assessment of energy
supply and demand, and cost-effectIve transport of energy resources mcludmg hydro and coal,
throughout the country and the export of 011 DeSIgn of local economIC development technIcal
aSSIstance, SOCIal assessment and Impact momtonng and publIc mformatIOn campaigns
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MexIco, State ofGuanaJuato (1998) - contmumg mISSIons WIth the Inter-Amencan Development
Bank to lead desIgn and development ofstate economIC development fund where over $10 mIllIon
commumty development fund that wIll be dedIcated to local bUSIness development, technIcal
aSSIstance and mIcro and small bUSIness lendIng actIVItIes Complete actIVIty conducted In Spamsh
mcludIng report preparatIOn and meetmgs

Poland (1998) - World Bank actIvIty as consultant addressIng Improved and/or new coal enterpnse
management as well as munICIpal and regIOnal government and NGO capacIty to support changed
economIC responsIbIlItIes for local commumties Focus on management capabIlIty, government law
and regulatIOn, SOCIal spendIng and development of energy transport and access WhICh are cost
effiCIent and envIronmentally sound Close coordmatIon WIth local research mstItutes, sector
leaders, NGOs and MInIStry representatIves

BraZIL (1998) - pnvate chent, development of alternatIve energy resources as cost-effectIve and
envIronmentally sound energy use FaCIlItatIOn of local and US consultants as well as adVISOry
toward Improved plant operatIOns and use of alternatIve energy resources

Bosma MinIstry ofFuel and Energy (1998)- partICIpatIOn In the World Bank electnc power sector
restructunng actIVIty WIth a focus on bUIldIng InstItutIons post-restructurmg to assess and support
local energy demands DeSIgn of coal sector role m electnc sector restructunng mcludmg coal
demand, mme modermzatIon, transportatIOn and SOCIal ramIficatIons SIgmficant emphaSIS on
envIronmental Impacts and overall government polIcy response to sector restructunng

RUSSian MinIstry ofFuel and Energy (1997-98)- World Bank actIVIty aImed at operatIOns and
ownershIp m dIstnct heatmg, as consultant, pnmary focus on Improved regIOnal networks,
commumcatIOn systems and mter-agency cooperatIon EmphasIS on mstItutIon bUIldmg to Improve
data collectIOn, mformatIOn exchange and tImely proVISIon of servIces

RUSSian Government - newly commenced reVIew of"non-payment" m RUSSIa's energy sector WIth
an ImtIal focus on the coal sector ThIS actIVIty IS coordmated by the Mimstry ofFuel and Energy
and reqUIres constant InfOrmatIOn exchange WIth RUSSIan energy counterparts

IndoneSia Power Purchase Agreements -lImIted USAID traImng actIVIty where dIrect mteractIOn
WIth federal agency and IPP representatIves on the draftmg and modIficatIon of power purchase
agreements

ProfeSSIOnal HIghlIghts

• For Advanced Engmeenng ASSOCIates InternatIOnal (AEAI) (1997) developed InternatIOnal
energy and enVIronment development practIce to Include work throughout developmg regIOns
of the world focused on mdustry sector restructunng, local economIC development, creatIng
polIcy IrutIatIves and reform Development Included selectIOn as a pnme contractor under $200
mIllIon USAID Energy & EnVIronment Global IrutIatIve

•



•
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• For ReformUgol, a RussIan FoundatIOn created by the RussIan Government (1996), desIgned
$25 mI1hon Techmcal AssIstance Coal Sector Loan whIch mcluded close advIsory servIces to
the Mmistry ofEconomy, MIlllStry ofFuel and Energy and ReformUgol DIrector, prOVIded for
ongomg development of data collectIOn on energy demand, regIOnal fuel and transport costs,
legal reVIew of local supply contracts, and assIstance to new energy enterpnses m developmg

budgets and management structures

• For the World Bank $500 milhon Coal Sector Adjustment Loan to RUSSia (1995), followed by
$800 milhon (1996) negotIated wIth RUSSIan Government offiCials, contnbuted to World Bank
program desIgn, establIshed local and regIOnal counterpart lmks, IdentIfied relIable local
finanCIal channels-and m some mstances created local finanCial channels-to support loan
dIsbursement, medIa and commumty outreach, IdentIfied trammg and eqmpment needs and
where pOSSIble, provISIon for them Bmldmg on these loans, a thud now bemg processed

• For Partners In EconomIC Reform (1992), hIred local and US staff for US and NIS offices,
developed accountmg procedures, fundmg, staff trammg, program development, Board of
Dlfector meetmgs, medIa outreach, stl1l-exIstmg USAID and other donor lInks, lIaisons wIth
eXIstmg NIS actIVItIes, and eqmpment purchase PIER receIVed almost $8 mIllIon USAID
fundmg m 1992 wIth mcremental fundmg thereafter, the ground breakmg program IS now bemg
subsumed by the RUSSIan Government

• Dunng over five years RUSSIan Coal work (1992-1997), worked m contmuous development of
mdustry restructunng processes wIth mput from multIple local, US and other mdividual and
mstItutIOnal consultants to IdentIfy cntIcalissues, develop and lIDplement federal polIcy reform,
local economIC development, bmldmg non-government orgamzatIOnal capaCIty, energy
effiCIency, enVIronmental awareness, enterpnse audIts, data collectIon and management traIlllng
Results of these efforts laId the foundatIOn for sIgmficant World Bank lendmg wmch contmues

on track wIth ImtIal plans developed m 1992 These mclude establIshment of mstItutIOns to
support restructunng, pnce lIberalIzatIOn, defined wage practIces, resolutIOn ofcertam property
Issues, local and regIOnal economIC development mcludmg local lendmg programs, and
encouragement of moderlllzatIOn

ProfessIOnal ExperIence

•

•

•

1997-present
1995-1997
1992-1995
1989-1992

1988-1989
1984-1985

Vice PreSident, AEAI, Washmgton, DC
Project AdVisor, World Bank/Russian MIlllStry ofEconomy, Moscow, RUSSIa
DIrector, Partners In EconomIC Reform, Moscow, RUSSIa
Attorney, Martm, Clearwater & Bell, Manhattan, New York Corporate lItIgatIOn,
court appearances and preparatIon oflega1 documents
Law Clerk, US Department ofHealth and Human ServIces, Manhattan, New York
Teacher/CommuDlty ServIces, Jesmt InternatIOnal Volunteers (IN), Central
Amenca - LIved and worked on Spamsh-speakmg Island offBehze teachmg busmess
at secondary and adult level, deSIgn of communIty partICIpatIOn board for Island
development, worked m refugee camps m E1 Salvador and Guatemala

't(\
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1982 Press AIde/LegIslatIve Intern, Senator Lowell P Weicker, JR, Washmgton, DC
ASSIsted m compIlmg and proofing press releases, conductmg urban Issue research,
coordmatIOn of schedulIng, campaIgn preparatIOn

EducatIon

JD St John's Uruversity School ofLaw, Jamaica, New York, 1988
BA PolItIcal SCIence/Sparush, Boston College, Chestnut HIll, Massachusetts,

cum laude, 1984

Languages

SpanIsh (good) RUSSIan (good) ArabIC (conversant)

Summary of Selected ExperIence

• Advanced Engmeermg Assoczates Internatzonal (AEAI), V,ce PreSIdent (l997-p) Mam oversIght
and management ofWashmgton, DC and mternatIOnal busmess actIVItIes WIth pnmary focus on
developmg regIOns, extenSIve work WIth USAID, World Bank, TDA, EPA, and a vanety of
European and regIonal donors Conunttted to responsIble development through prOVISIon of
Improved energy servIces, envIronmental awareness for mdustry and reSIdentIal use, adequate
SOCIal support through polIcy and mstItutIOnal reform and support

• World Bank/Russlan Government, Washmgton DC, Commumty Development AdVIsor (l997-p)
Coordmate and faCIlItate local development actIVItIes mcludmg donor lendmg, small and
medIUm busmess support, tramIng for local leadershIp Prepanng gUIdelmes for use of federal
funds by local and regIOnal governments through establIshed Local OverSIght Cormmttees

• World Bank/Russzan Mmlstry ofEconomy, Moscow Russza, Project AdVIsor (1995-97) ProVIded
aSSIstance to RUSSIan Government In prepanng coal restructurIng program based on $USD 3
bIllIon Includmg preparatIOn and ImplementatIOn of $USD 525 mIllIon World Bank coal
restructunng loans m FY96 EstablIshed Project preparatIOn and Project ImplementatIOn Uruts
mcludIng solICItatIOn of World Bank, USAID, UK Know How, CanadIan, European Commuruty
and RUSSIan Government Support of operatIOns and programs, staffing and program
development DeSIgned, Implemented and managed WIde range of technIcal asSIstance

• FaCIlItated World Bank loan negotIatIons conducted ill WashIngton, DC (May, 1994) where over
40 RUSSIan coal and government representatIves met for one week WIth World Bank offiCIals and
m Moscow, RUSSIa (May, 1996) for final loan negotIatIOns whIch resulted m July 1996
dIsbursement of $525 milhon loan

• ProVIded aSSIstance m creatmg and mamtammg unprecedented Inter-Agency Coal
CommISSIon where labor, management and government representatIves mteracted and
mcluded local and regIOnal economIC, SOCIal and government concerns Also facIhtated
creatIOn and ongomg work of Local OverSIght CommIttees (30 and growmg) and the

•

•
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ASSOcIatIOn of Mmmg CItIes as mstItutIonal tools for momtonng the economIC and SOCIal
Impact of sector restructunng

• Oversaw the creatIon of baSIC mfrastructure for mformatIOn exchange usmg computer
networks and bUIlt capaCIty wIthm eXIstmg local structures mcludmg government, NGOs,
busmesses and umons Developed and Implemented a number of programs to buIld
mformatIOn exchange among new energy enterpnses wlnch addressed supply and demand
Issues, government relatIOns, pncmg, transport and regIOnal cooperatIon

• Partners In Economic Reform, Moscow, Russza, Director (1992-95) ResponsIble for creatIOn
and orgamzatIOn of pIlot and follow-on project throughout former SOVIet repUblIcs focused on
SOCIal, economIC and polItIcal Issues connected WIth coal sector restructunng FaCIlItated
workIng contact between RUSSIan and US labor, management and government representatIves,
proVIded ongoIng overSIght ofsatellIte offices and coordmatIon ofUS Embassy, USAID, World
Bank, Umted NatIOns, ILO, and pnvate company efforts throughout RUSSIa Coordmated and
contrIbuted to studIes and assessments m conjunctIon WIth World Bank and RUSSIan government
coal restructurIng efforts mcludmg Inter-mdustry Debt, Transfer ofSoczal Assets, SubSidies and
Employment, Regzonal Development and Job Creatzon m Kuzbass and Soczal Safety Net m
Kuzbass FacIlItated follow-on work by RUSSIan counterparts IncludIng compIlatIOn of
comments, suggestIons and regIOnal needs ContrIbuted to overall mdustrIal restructunng
programs m RUSSIa Served as partICIpant on the Inter-Agency Coal CommISSIon by InVItatIOn
of the RUSSIan Government as the sole foreIgn representatIve

Cltatlons/Achzevements

• USAID-funded Partners In EconomIC Reform (PIER), the "start up" and leadership for
which Ms V,telli was responSible, was Cited by the GAO durmg her tenure Director as one
of USAID 's best Russza programs Congresszonal and other program reviews were also
extremelyfavorable All USAID and World Bank jinanczal and program audus were
favorable under Ms VItelli'S leadership (1992-1997)

•

•

•

•

PIER was Cited by USAID and PreSident Clmton as an Ideal example ofus assistance m
Russza, meetmgs wuh PreSident Clmton (1994, 1996), conmbutlOns to the Gore
Chernomyrdm Commlsszon

As Project Advlsor to The World Bank Coal Sector Adjustment and Technzcal Asslstance
Loans to Russza the Restructurmg loan was czted by World Bank officlals as one of the
most zmportant World Bank loans prepared m 1996

•

•

ProfeSSIOnal AffilIatIOns

Umted NatIOns, Workmg Group on Coal- Member
Refugee Women In Development, Inc - Board ofDIrectors
New York and ConnectIcut Bar


