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Factory occupations in Kuzbass affected two enterprises, the giant KMK metallurgical complex and the Chernigovskii open cast coal-mine which had recently been placed under the management of a Moscow investment company, MIKOM, but on which, as in Vyborg, the regional administration was now trying to impose new owners. In both cases the trade union actively supported MIKOM and set up workers’ militias to defend the plant from threats to seize it by force. Neither KMK nor Chernigovskii had a history of militancy. Although Mikhail Kislyuk, a leader of the Kuzbass Workers’ Committee and Yeltsin’s appointed Governor of the oblast, had been chief economist of Chernigovskii at the time of the 1989 miners’ strike, the pit did not strike in 1991. Like the other open-cast mines, it prospered with the transition to a market economy and did not play a significant role in subsequent miners’ strikes. 


KMK


A wave of conflicts overwhelmed the largest metallurgical combine in Russia (KMK), which still employs over 30,000 people and has 20,000 pensioners dependent on it, in the middle of the 1990s. Originally these conflicts were essentially struggles between different factions of the management for power in the combine which ran through the processes of corporatisation, privatisation and the redistribution of shares. During this period there was a regular turnover of management teams and the enterprise became overgrown with a network of intermediary firms. The apogee of the struggle for power was a series of contract killings of some of the chiefs and an unsuccessful attempt at the armed capture of the KMK office building. The special attraction of KMK was that it was the only producer in Russia of heat-hardened rails, which enjoyed a guaranteed home market, and the bulk of its production was for export.


The labour collective took a fairly passive position through all these events, gradually selling the shares that they had received in the course of privatisation. The KMK trade-union organisation did not carry out even its basic functions. The trade union committee ceased even going through the motions of preparing and concluding collective agreements from 1996. The only factor which led to a growth in the social activity of the KMK collective was the growth in wage debts, which reached a peak in the summer of 1998, when the labour collective of the combine gave full vent to its feelings.


At the beginning of 1998 the general director Braunshtein was expelled from the combine and Yunin was nominated as temporary manager of KMK. At this particular time a Labour Collective Council (STK) was created on the initiative of the administration. The legal base for the existence of the STK was the USSR Law ‘On the Enterprise’. The purpose of creating this body was to re-establish at least a minimal interaction between the the workers and the managers of the combine. The members of the STK were half nominated and half elected, but nevertheless it involved quite active people who soon freed themselves from the control of the administration and began to take on the basic trade union functions of protecting the interests of the workers of the combine. Following a conference of the labour collective at which the members of the STK submitted themselves for election, they began to represent the collective in all negotiations with the administration. 


The economic situation of KMK, which Braunshtein’s team had brought to the verge of bankruptcy, did not permit the company to pay wages to the workers, who were owed more than four months’ pay. The social situation deteriorated sharply at the end of May and the beginning of June, 1998, when there was a spontaneous strike in the rail rolling shop, the key shop of KMK which produced a product which was in demand. The key brigades of workers (about 140 men), working the mill, went on strike, their main demand being the full payment of the wages owed. The strikers decided to stay out to the end: the mill would only be put back into operation when all the wages due had been paid. Initially the administration of KMK and the STK had an identical view of the strike, that the strike was suicide since the only ‘live’ money received by the combine comes from payments under the contracts to sell rails, and if they are not rolled, there is nowhere else for the money to come from. All the other production of the combine was sold through non-monetary (barter) channels. However, attempts of the STK to persuade people to go back to work ended in failure. Only one brigade gave in to them and worked one shift over the weekend. The STK based their arguments on the attitude of the rest of the KMK collective and the representatives of other shops and workshops who were demanding of the administration: ‘Give us a chance to work’.


The situation was repeatedly discussed at meetings of the STK of the combine. The administration just sat on its hands: the next payment of money for wages was postponed to the indefinite future. Everything that was happening had an immediate impact on all the workers of the enterprise. Under the pressure of the majority an appeal was issued to the mill operators of the rail rolling shop. The STK asked each worker to sign a document accepting responsibility for stopping the combine. In the appeal it was stated that KMK would stop if the strike in the shop continued any longer because as a result of it the customers had not even been sent the metal for which advance payment had already been received. Neither the appeal of the STK, nor the statement of Yunin that a governmental telegram had been received about an order for 58 thousand tons the next month (June) had any effect on the strikers. In the shop spontaneous meetings began.


In the meantime, the main creditors of the combine started the bankruptcy procedure against the combine at the beginning of June. In such a critical situation the temporary director of KMK and the STK, on the one hand, and the representatives of the creditor firms, on the other, entered into negotiations behind closed doors, under the supervision of the first deputy of the regional governor, over who would pay money and who would take over the reins of power (until a decision of the Arbitration Court). Money was needed immediately, and the beginning of the bankruptcy procedure had destroyed the last vestiges of trust among the partners. Nevertheless, there were plenty of companies (15) wanting to give money, three of whom were identified as the main contenders: MIKOM, TEK Transkom and the consortium Konsoil.


Transkom offered the least – 15 million roubles and raw material worth 80 millions. They accepted the existing management and its stabilisation policy. Konsoil took a harder line: it offered 50 million dollars, but demanded the resignation of Yunin. MIKOM also offered 50 million dollars, but basically wanted to replacethe entire management of the combine.


MIKOM (the Metallurgical Investment Company) was a company based in Moscow oblast which had originally been introduced to Kuzbass by the former governor, Mikhail Kislyuk, to take over crisis-riven enterprises. It had established control of the giant Novokuznetsk Aluminium Factory and a number of coal mines at knock-down prices, with a promise to restructure and restore the enterprises to economic health. MIKOM specialised in taking over the management of bankrupt enterprises in metallurgy and related industries which had strong markets and making its own profits from the supply of raw materials and sale of finished products through its own intermediary companies. This activity depended on having good political connections. At the heart of its strategy lay the payment of good and regular wages to secure the loyalty and commitment of the workforce and the regular payment of taxes to the local authorities to secure their support.


At this stage KMK was in a state of complete anarchy. The STK took the initiative in its own hands and put forward two basic demands to the potential managers: first, to pay the full salary for June. Secondly, all applicant companies should present their anticrisis programmes and documents on their financial status. The STK would only make a final decision on the basis of these presentations.


The position of the third party, the regional administration led by the Governor, Aman Tuleev, was very clear. At one of the regional meetings with the law-enforcement bodies he declared: ‘KMK has virtually been looted, and we are forced to face the bankruptcy of the combine’. Tuleev defined the basic task of the external observer in relation to the bankruptcy procedure as being to ensure ‘that in the end KMK is not looted’. He expressed his desire to bring criminal charges against those who were guilty and complained, that ‘there are not many wanting to invest money in the combine’. 


The situation at the combine seemed so desperate that the executive management of KMK and the STK were reduced to deciding on the hot laying-up of the combine, i.e. complete stoppage of production of rolled metal products. A commission on the hot laying-up of KMK was established, whose tasks included maintenance of the gas balance at the combine and the maintenance of the trouble-free operation of units with a continuous cycle. According to the experts such a mode can be sustained for a week, or at most for ten days.


According to administration the situation had reached an impasse, since the demands of the 140 strikers could not be met. The stoppage of the rail rolling shop meant that there was very little chance of paying the wages for the second half of March to the whole combine, even if the strike were to stop immediately. The failure to deliver rails against the advance payment already made had completely stopped the receipt of money from the customers. In order to avoid a complete stoppage of production the administration threatened to bring in retired workers to replace the strikers.


On June 11, 1998 passions overflowed on the square in front of the KMK administration building, where a picket of representatives of the labour collective was going on. The workers of the railway transport department of KMK had called a 12-hour warning strike and the enterprise was practically paralysed. The STK had taken the initiative and organised the meeting, which was begun with the diesel hooters. There were a few written slogans: ‘Yunin, do not let the old management back into power’, ‘the board of directors are a bunch of gangsters (âîðû â çàêîíå)’. They were harmless enough against the background of the subsequent speeches at the microphone and responses from the floor: ‘Braunshtein and his team – to the cells’, ‘put them in handcuffs’, ‘Sell-off what has been stolen and distribute it to the people’. Such demands accompanied literally every speech.


Eyewitnesses remark that people would not accept any explanations, appeals or proposals to go back to work. The latter were usually not expressed directly, but in a veiled way ‘the combine must not stop’, to which the reply was ‘we do not want to work any more without being paid’. ‘Try this experiment for yourself: clear out your refrigerator and live on 500 roubles a month’. The situation at the combine had got out of control. The people only wanted to hear one thing from every speaker: when will there be wages and who will give guarantees of their future regular monthly payment? They were almost as strongly interested in the punishment of those who, in their opinion, had plundered the combine. The striking workers insisted on the acceleration of the procedure of bankruptcy and the introduction of external management. The Kemerovo arbitration court postponed the beginning of this procedure till August.


Even the information that it had been agreed at a meeting with the regional administration that the combine would receive a certain amount of money to complete the payment of wages for the first half of March was lost in the passions of the meeting. The receipt of the money was conditional on the ending of the strike in the rail rolling shop and the receipt by Transkom of the rails for which it had paid in advance. The basic problem as seen by the managers was that KMK could receive money only ‘against rails’. 


Some of the speakers (representatives of the heating plant and of the railway transport department) condemned the spontaneous strike in the rail-rolling shop. They argued that actions should be agreed upon, that it was necessary to carry out decisions of the conference of the labour collective and its elected STK. However, some people also expressed their full support for the position of the mill workers. Nevertheless, participants in the picket voted  almost unanimously in support of the proposal of the STK that the mill should resume work from June 12.


In the resolution of the meeting it was also proposed to appeal to the shareholders’ meeting to review the activity of the board of directors which had brought the combine to crisis. The participants in the meeting asked the regional administration and arbitration court to speed up the introduction of external management. The proposal was also adopted to carry out a city congress of workers and specialists in July or August to decide on tactics of united action for the protection of the rights of the workers.


The strike stopped and on June 25 the regular third conference of representatives of the KMK labour collective was held. The STK and the administration of the combine presented reports on the implementation of decisions of the two previous conferences. The then chairman of the STK, Sosnovskikh asserted that the main points of the resolutions, on the payment of March’s wages within a determined period, had not been fulfilled.  As a result, one of the points of the resolution adopted at the third conference was that if March’s wages had not been paid in full by 7 July to the workers of all subdivisions of the combine then an indefinite strike would be declared. 


At this conference for the first time the firms applying to manage the combine openly declared themselves and their representatives addressed the representatives of the collective. The most warmly received was Mikhail Zhivilo, who was introduced as the president of the MIKOM group of companies, a member of the supervisory council of the Sberegatel’nyi bank and chairman of the directors’ council of the Novokuznetsk aluminium factory.� The hall clearly liked his proposals. He said that external management needs to be introduced as soon as possible and that MIKOM had a candidate for the post of arbitration manager – S. A. Kuznetsov, the son of A.F. Kuznetsov, a former general director from the Soviet period, whose name was nostalgically associated with the heyday of KMK.


Transkom was another company which had applied to manage the combine. It supported the acting general director Yunin: ‘his and our visions of the way out of the crisis coincide’. It was thanks to this company, one of KMK’s main customers, that the KMK workers had received their March wages. Yunin considered a positive feature of the possible assumption of power by this company would be the acquisition by the combine of a monopoly on the sale of rails to the Railways Ministry. The deputy head of the regional administration, Bereznev, promised that the introduction of external management would be brought forward.


There were also radical demands at the conference for the immediate beginning of an indefinite strike (from the representative of the chemical-recovery section) with the demand for the payment of unpaid wages, but they were not included in the resolution of the meeting. The representatives of the collective simultaneously expressed their distrust in the board of directors of KMK, having expressed confidence in only two candidates from the list – Yunin and Bulanov. The meeting also supported the insistent demand of the chairman of the council of veterans, Milovatskov, concerning the preparation of documents to request the nationalisation of the combine. This was combined rather uneasily with another item of the resolution: to invite all interested firms to participate in the tender for the management of the combine (MIKOM was named separately). Finally, it was also decided to transfer 0.67% of the wages fund of the enterprise to support payments to the non- working pensioners of the combine.


Two weeks after the conference the Kemerovo regional arbitration court nominated MIKOM’s representative, Sergei A. Kuznetsov, to the post of temporary manager of KMK, a post that he would combine with that of general director of KMK during the period of the implementation of the bankruptcy procedures and the new temporary manager was submitted to the collective. Thus, the main requirement of MIKOM, namely the nomination of their man as temporary manager, was fulfilled. MIKOM undertook to realise its stabilisation plan and to attract the necessary financial resources. At this stage both the regional administration and the STK of KMK supported MIKOM. Within two weeks of the nomination of Kuznetsov the MIKOM group promised to pay 50 million roubles in wages and henceforth to pay them monthly.


One week after the change of management of KMK, the general director and arbitration manager of the combine, Sergei Kuznetsov, the president of the MIKOM group of companies, Mikhail Zhivilo, and the representative of the labour collective and member of the STK, Andrei Denyakin, gave their first press conference, having promised that henceforth meetings with journalists would become regular.


Kuznetsov again affirmed that the promise to pay fifty million roubles in wages within two weeks would be executed. He also announced that ‘work is under way to provide working capital’ and that the repair of the blast furnaces and the preparation of the heating station that had begun would not be stopped. To meet the needs of the combine for fuel, the new management reached an arrangement with the coal industry for monthly deliveries of 140 thousand tons of coal and began negotiation with the Railways Ministry about the conclusion of a large contract for the supply of rails. Apart from this, the management ‘had begun work’ with debitors and expected to get back about 10 million dollars in the following three months. The American firm Arthur Anderson was invited to assist in restructuring the combine’s debts. Concerning the industrial programme, Kuznetsov announced that it was necessary to achieve a level of production of 140 thousand tons of metal per month, but for now the real target was 80 thousand tons.


Documents about the activity of the former management were published. It turned out that the senior managers of the combine had established a closed shareholding company, KMK-Invest, headed by the former general director Braunshtein, whose shareholding was equal to that of the whole of KMK (about 700 million roubles). Contracts were discovered according to which senior managers of the combine supplied production through KMK-Invest, which then sold it on at a very substantial profit. On tentative estimations, the loss to the combine from these operations was estimated at tens of millions of dollars.


At the end of July 1998, the KMK creditors’ meeting ratified Kuznetsov in the post of external manager of KMK and a committee of creditors was elected which comprised 11 representatives of the largest creditors of the combine. In confirming Kuznetsov’s appointment the deputy mayor of Novokuznetsk, Kiselev, reminded MIKOM of the nonfulfilment of the obligations it had taken on, and complained about the inconsistency of the position of  the labour collective. In response, the new STK chairman Denyakin declared that despite the failure of today’s team to fulfil their obligations on payment of wages, the limit of trust in them had not yet been reached. In a TV interview, Kiselev said ‘the city administration is not going to oppose the existing authorities in the combine, if they fulfil the obligations they have undertaken’. He was referring to the obligations determined at a meeting with the governor before the arrival of this team at the combine: payment of wages, payment of current taxes to the regional and local budgets, payment of five millions to Kuzbassenergo and the return of money to Mezhregiongaz.


The first results of the arrival of MIKOM at KMK were encouraging. Production in August reached 110 thousand tons, 64 percent more than in July. The combine was completely supplied with raw materials. It was able to reduce to a minimum interruptions of the electricity supply as a result of a judicial decision forbidding the disconnection of the combine. An agreement was reached with the labour collective and wage debts were repaid. Delays in the payment of money were explained by the lack of cash in the Novokuznetsk branch of Sberbank, where bills were presented for payment.


The subject of large-scale theft by Braunshtein’s management team was extensively exploited both by MIKOM and by governor Tuleev. This subject was especially painful for the KMK collective against the background of many months’ wage delays. Two conferences of the labour collective and the picket of KMK made the authorities and law-enforcement bodies acutely aware of the need for an investigation of some aspects of the activity of the management of the company.


The representatives of the prosecutor had filmed the speeches at the first labour collective conference. An assistant of the public prosecutor of the city attended the second conference soon after and took notes on all the critical speeches. However, to take action on the allegations of the looting of the company would require the prosecutors to conduct an audit. But it is expensive to hire an independent auditor and, for example, the prosecutors themselves have not been financed for four years. The city control-auditing department (KRU) does not have any legal right to carry out investigations of non-state organisations.


Nevertheless, having made a list of critical statements, the prosecutor identified certain measures about which the workers of the combine had raised questions, which were drawn to the attention of both regional and city tax inspectors. All the cases which had been conducted by the tax police and the department for struggle with economic crimes of the UVD were taken away to be checked by the prosecutor.


Mikom came good on its promises to pay wages and the economic and social situation was stabilised. MIKOM defined its priorities as the timely payment of wages and taxes, reduction of social tension and investment in the development of production. By the time MIKOM took over the management of KMK wage delays exceeded nine months and the average monthly wage had fallen to 1186 roubles. In January 1999 wages were increased by 35%.


However, now that KMK appeared once more to be prosperous covetous eyes were cast in its direction and it was not long before a renewed conflict over the control of the enterprise was unleashed, this time with the oblast administration. Although Governor Tuleev had initially supported MIKOM’s expansion of its involvement in Kuzbass, which brought a much needed infusion of money into the local economy, relations soon cooled when it became clear that MIKOM was not going to subordinate itself to the Governor’s will. In particular, MIKOM refused to make any financial contributions to Tuleev’s notorious ‘risk fund’, a fund set up, his critics claimed, to fuel his political ambitions. In response, Tuleev accused MIKOM of avoiding its tax obligations, while MIKOM claimed that the level of tax demands was determined arbitrarily on the basis of the loyalty of the enterprise to the governor.� The conflict with Tuleev became sharply antagonistic when MIKOM escalated the struggle by sponsoring its own list of candidates for the election to the regional legislature in the spring of 1999, none of whom was successful. This led Tuleev to launch a public relations war against MIKOM, using all his influence over the local media to publicise his claim that MIKOM was an alien group of Moscow capitalists which had looted the companies under its control and was transferring wealth out of the oblast,� and initiating a struggle to force out MIKOM and bring its companies, which were a major source of revenue, under the control of the regional administration.


Tuleev warned MIKOM ‘not to meddle in politics’ and denounced MIKOM’s managerial strategy as ‘populist’, a charge rebutted by the President of MIKOM M. Zhivilo: ‘The strategy that we have chosen is not a strategy of political populism, it is a businesslike entrepreneurial strategy, of effective economic and production management. We pay wages regularly not so as to get in to politics but so that the enterprise can work normally, giving people the means of subsistence’ (Kuznetskie vesti, 23.3.99). This was a strategy that MIKOM described as one of their ‘adjustment of mutual understanding with the labour collective’.


The KMK trade union president, Andrei Denyakin, used the situation to prepare and sign a very favourable collective agreement in which the management made a range of substantial concessions and which, moreover, Denyakin believed would tie the hands of a future management if there were a change of control. The collective agreement was widely seen as an element in the oblast election campaign, in which both Denyakin and the General Director Kuznetsov were candidates. Under the new agreement wages increased 6% in April 1999, so that its average wage was just behind that of its Tuleev-controlled neighbour Zapsib. The collective agreement provided for quarterly revision of wage levels in accordance with the increase in the town subsistence minimum, but the city statistical office refused every request submitted by the trade union for this information. Nevertheless, the creditors’ committee decided to increase wages overall by a further 17.5% in September, with a 12% rise for workers and 8% for specialists, with food subsidies worth another 7%. Meanwhile, KMK was rapidly liquidating its wage debt, partly by providing food vouchers and allowances for medicines, but mostly in cash, so that the whole debt was finally paid off in August 1999. During the first year under its management it was claimed that KMK had also created an additional 1243 jobs, against the 830 anticipated in its original programme, and expected to create a further 280 positions in 2000, although Tuleev accused MIKOM of having cut 1,000 posts without creating any new jobs.


After Tuleev’s success in the oblast elections he began to increase the pressure on KMK, accusing it of paying lower wages than neighbouring ZapSib and initiating numerous investigations into the finances of KMK. KMK still had enormous debts, of more than 500 million roubles to the Federal Treasury, 400 million in health insurance arrears and 1.8 billion to its creditors. Tuleev claimed that the total debts had increased from 5 billion to 8 billion roubles in the eighteen months of MIKOM’s administration. The law-enforcement bodies estimated the total amount of money that had been drained from KMK amounted to 20 billion roubles.


MIKOM’s control of KMK was constrained by the fact that, although it had a small minority shareholding, it was managing the company under the authority of the Arbitration Court, which was heavily influenced by the oblast administration, and its trusteeship expired in December 1999. In order to strengthen its control Mikhail Zhivilov, head of MIKOM, proposed at a meeting of the KMK labour collective on 14 October 1999 to sell the combine to a private buyer, namely himself. This proposal, which represented a further escalation of the conflict with the oblast administration, precipitated a swift reaction from the Association of Veterans of KMK, whose leader appealed to Tuleev and the mayor of Novokuznetsk, Sergei Martin, to stop this ‘impending social catastrophe’, noting that workers had not protested at the meeting because of their fear of losing their jobs. The veterans’ statement neatly encapsulated the soviet populist labour theory of value: ‘The veterans are protesting that the combine, which was built in the 30s by the whole country, has fallen into the hands of Moscow entrepreneurs, who have not invested in it even a drop of their labour’. Opposition to the sale was strengthened by reports that the sale of KMK would lead to the loss of 10,000 jobs.


Tuleev responded to MIKOM’s challenge by appealing to the central power structures, sending appeals to the Department for Struggle against Organised Crime of the Interior Ministry, the KGB, the Federal Bankruptcy Administration and to Prime Minister Putin with the request to ‘save the largest metallurgical combine in Russia from sale’. The basic argument was that KMK exported 90% of its entire product and its steel exports were sold to a Guernsey-registered company, Base Metal Trading, at prices which were $10 a ton below the world market price. In response to Tuleev’s appeal, Putin ordered an investigation asking the relevant authorities ‘to take steps to stop the illegal activity of the company MIKOM’. The investigation of the Department for Struggle against Organised Crime revealed that the owner of Base Metal Trading was Yurii Zhivilo, the brother of the President of MIKOM. It was also revealed that KMK had made advance payments to about two dozen companies under contracts which did not define when or what, if anything, had to be supplied in return. 


Meanwhile Sergei Kuznetsov, having failed to liquidate KMK’s debts to the budget, off-budget funds or its creditors, informed the Federal Bankruptcy Administration that the enterprise would be put up for sale by auction on 22 November 1999. The valuers invited by Kuznetsov to set the reserve price valued the combine at 350 million dollars, but the debts had to be offset against this so that the buyer would get the combine for next to nothing. 


On 10 October the Kemerovo oblast prosecutor instituted criminal proceedings against Kuznetsov on the basis of the results of the investigations and allegations of a group of creditors. On 20 October the Kemerovo oblast arbitration court blocked the sale pending the resolution of a case charging that the minutes of a meeting of the committee of creditors on 1st March, which supposedly authorised the sale of KMK, had been falsified. 


MIKOM sought to strengthen its political position by mobilising its workers, sponsoring a deliberate attempt to reproduce the political forms which had emerged from the 1989 miners’ strike. The ‘Second all-Kuzbass Congress of Labour Collectives was’ called for 23 October in Novokuznetsk by the trade union committee of KMK and the labour collectives of other enterprises controlled by MIKOM, including the Novokuznetsk Aluminium Factory, the Prokop’evsk coal association Prokop’evskugol’ and the Chernigovskii open-cast mine, as well as the Vyborg Cellulose Paper Combine in Leningrad oblast, where workers had recently resisted an armed attempt to take control of the enterprise on behalf of new owners. Eight of the 17 speakers at the conference were from MIKOM enterprises, and several of the others were close to the Russian Communist Workers’ Party (RKRP) with whom MIKOM had entered into a bizarre alliance. A direct link with 1989 was provided by the presence of Teimuraz Avaliani, the first president of the Kuzbass Workers’ Committee and later secretary of the Union of Kuzbass Workers, who had become a leader of the workerist opposition to liberal reform, standing against Gorbachev for the post of General Secretary of the CPSU at the 28th Party Congress. With the disbanding of the Party in 1991 he had become a leading figure in the RKRP. 


About four hundred people attended the conference, but many drifted away during the day and only 165 were still there when resolutions were called. The alliance between MIKOM and the RKRP was expressed in the resolution concerning KMK that was passed at the Congress, which considered that ‘enterprises such as KMK should not in general be in private ownership. At the same time, understanding the impossibility of eliminating private property in the framework of capitalist relations, the congress considers that the collective of KMK in the given situation has the right to choose “the lesser of two evils” according to its own judgement’. The Congress also denounced the oblast Congress of People’s Deputies as Tuleev’s puppets, which had lost the right to be an organ of representative power. The Congress therefore proposed to establish a Kemerovo Regional Workers’ Council (Kuzbass Workers’ Parliament). 


The regional trade union organisations, which had been working hard to secure the support of Tuleev, did not support this initiative. Anatolii Chekis, leader of the Kemerovo Federation of Trade Unions, appealed to his colleagues not to respond to the call of the pro-MIKOM trade union committees to participate in the congress. Chekis emphasised that such a congress was especially unhelpful at a time at which the economy of the region was stabilising and the trade unions were establishing partnerly relations with the regional administration. He stressed that it was easy to destroy but now is the time to build. The call was also opposed by the leader of the coal-miners, Sergei Neverov, who was a candidate in the Novokuznetsk constituency in the State Duma election, in which he was hoping for Tuleev’s endorsement. A conference of coal-mining labour collectives was organised on 10 November in Novokuznetsk to announce Sergei Neverov’s candidacy for the duma, at which the Deputy Governor of the oblast, V. Mazikin, attacked MIKOM as ‘the only structure which interferes in political life in the oblast’ and the closing resolution denounced MIKOM’s attempt to climb to power on the backs of the workers.  


At the same time the Western Siberian Federal Arbitration Court in Tyumen decided to revoke the appointment of Kuznetsov as external manager of KMK and to remove Kuznetsov from his post as director. The court appointed Sergei Belogur, a 26 year-old protégé of Tuleev, as temporary manager with the responsibility of preparing and conducting a creditors’ meeting by 17 January 2000, at which a new external trustee manager would be elected. MIKOM contended that this did not give Belogur any right to interfere in the administration of KMK, but the court widened his authority to that of an external administrator with the function of nominating his deputies, a decision the legality of which was contested by MIKOM. 


As soon as the decision of the Tyumen Arbitration Court had become known the atmosphere at KMK became very tense. The entrance to the administration building was blockaded with heavy trucks as MIKOM prepared for an attempt to evict their management and the labour collective prepared to defend their enterprise, establishing a workers’ militia and security system to ensure that the enterprise could not be taken by force, as had been attempted in Vyborg the month before. A meeting of the labour collective on 12th November was told that Kuznetsov would continue to fulfil the functions of General Director while the role of external administrator would be filled by V. Ryabov until the creditors’ meeting, at which a new candidate would be approved. The authorities appealed for calm. Meanwhile it was reported that, following a meeting with Tuleev, Putin had charged the head of the MVD and the State Prosecutor with ‘taking the court proceedings under control’ relating to MIKOM in Kuzbass. Putin considered that MIKOM ‘had gone beyond the limits of the law’ and confirmed his firm position in relation to the activities of the company. ‘The main thing is not to allow a situation to develop at the Kuznetsk Metallurgical Combine such as occurred at the Vyborg Cellulose Paper Combine’ (Kuznetskii rabochii, 13.11.99).


On 15th November at 10 am in Victory Square, in front of the main KMK administration building, a meeting was called in support of Kuznetsov by the trade union and the management. The city administration warned that the meeting was unsanctioned and it was policed by a substantial force of Interior Ministry troops. Several thousand people left work to attend the meeting, at which Kuznetsov again confirmed that he would remain as General Director. The meeting passed a resolution proposed by Denyakin to the effect that the labour collective would take all appropriate measures in the event of an attempt to take the enterprise by force and remove the existing management before the creditors’ meeting and promising protest actions in the event of any arrests. If the demands of the collective were not met it promised to take the management of the enterprise into its own hands and appoint its own management team (Kuznetskii rabochii, 16.11.99). While Kuznetsov insisted that wages would continued to be paid as normal, Tuleev promised on television that the new management would be monitored by the regional administration and that there would not be even the slightest deterioration in the working conditions, promising an immediate 10% pay rise, new investment in production and help for the veterans. However, Tuleev did not respond to Denyakin’s invitation to meet with the labour collective. In the pages of Kuznetskii vesti Denyakin asked where Tuleev was going to find the money to pay the normal wages, let alone his promised increase, and reiterated his confidence in Kuznetsov.


From 10-13 November a delegation of about ten people, headed by the deputy president of the trade union committee, A. Garanin, went to Moscow with a petition signed by 14,000 workers addressed to the government and the Duma, and had three constructive meetings with M. Tarasenko, President of their branch trade union, GMPR, who promised to convey the petition to the government, and the Central Committee of the union supported the KMK delegation’s rejection of the nationalisation of KMK as a solution. The delegation was also promised the support of the nationalist Duma Deputy Sergei Baburin. On their return they reported to a conference of the labour collective on 16th November which confirmed its support for Kuznetsov and at which the mayor of Novokuznetsk, S. Martin, appealed for the labour collective to refrain from illegal action.  


The KMK delegation headed by A. Garanin met the mayor of Novokuznetsk who proposed that they meet with Tuleev, who had promised to receive them. Tuleev claimed that MIKOM was deliberately creating the conditions for a production stoppage by disrupting supplies of raw materials, but that supplies had resumed now that the administration had taken over the monitoring of production at the combine. The same day a telegram signed by Tuleev, the president of the oblast soviet and the presidential representative in Kuzbass was sent to the Minister of Internal Affairs and the General Prosecutor requesting that they take decisive measures to restore order and prevent a social explosion in Novokuznetsk. ‘We earnestly ask you to intervene and to take resolute measures to preserve constitutional order and prevent a social explosion in Novokuznetsk. For our part we shall do everything to work within the framework of the law and not to allow a “Vyborg” variant, which the group MIKOM is trying to provoke.’


Belogur with his team and court officials came to the enterprise on several occasions and were refused entry, but the time set aside for the voluntary execution of the decision of the arbitration court was drawing to a close. The third occasion on which he was refused entry was the evening of 24 November, following which the authorities turned to more forceful methods. 


On 25th November at 6.30 in the morning court officers backed up by about 40 UVD officers tried to get into the administration building. An emergency meeting of the labour collective called on the mayor of Novkuznetsk, Sergei Martin, to make his position clear, but he tried to sit on the fence, calling on both sides to follow the letter of the law, although the letter of the law was unclear. Martin also informed the meeting that ‘criminal proceedings have been taken against Kuznetsov for refusing to carry out the ruling of the Tyumen Arbitration Court’ dismissing him from his position as external administrator of KMK. The following day the Mayor appeared on TV accusing KMK management of sabotage by reducing the temperature of the heating in the Central raion, which is provided by KMK, and appealing to Tuleev to act against them. According to the trade union committee leader, Andrei Denyakin, Kuznetsov had been under psychological pressure and for several days had not been able to spend the night at home. Denyakin expressed the labour collective’s support for Kuznetsov and demanded the fulfilment of the resolution of the labour collective conference of 16 November. 


That evening Kuznetsov was held for questioning without charge, having gone to the UVD offices with his lawyer in response to the issue of a warrant for his interrogation. Kuznetsov was warned by the UVD that he would either hand over KMK to Tuleev’s protégé, Sergei Belogur, or he would be charged with contempt of court. Kuznetsov was sentenced to 60 days of preventive detention. 


The attempt to arrest other workers’ leaders was less successful. At 8 on the morning of September 27th a group of OMON arrived to arrest trade union president Denyakin in his home, but he happened to be at a neighbour’s apartment and managed to phone the workers’ guards at the factory, twenty of whom set off by bus to his home. When they arrived they found that the doorway was blocked by two cars, one full of OMON, the other of heavily armed people in civilian clothes. The guards made a human corridor through which they led Denyakin to the bus which took him to the factory, accompanied by several carloads of armed law-enforcement officers. In the afternoon the MVD tried to arrest the head of KMK’s workers’ security, an Afghan veteran Igor’ Prikhod’ko. Like Denyakin, he managed to phone the kombinat and a group of workers with red armbands went to his home by bus, which was stopped and searched by MVD officers. When no arms were found they were released, collected Prikhod’ko and took him back to KMK (deadline.ru, 27.11.99). 


At 11 on 27th in the Political Education Building of KMK there was a meeting of the workers of KMK with the newly nominated General Director Samoilov at which the latter said that he planned ‘to work out with the workers a programme of joint action to extricate the enterprise from the political crisis’. However, that evening at 9 p.m. the UVD occupied the administration building on the pretext that there had been reports that the building was mined and Denyakin, Prikhod’ko and the ex-deputy general director for security, M. Pavlov, were arrested for impeding the implementation of the court order. The leadership having been arrested, the KMK workers ceded control of the enterprise to its new management.


On 28th at 11 Tuleev met with the chiefs of subdivisions, the mayor and the chiefs of Zapsib. Representatives of the labour collective were waiting for Tuleev in the Teatr metallurgov but he did not come, although he did pay a short visit to the rail-rolling shop


The trade union continued to protest against Tuleev’s actions, and was supported by a statement by the Central Committee of the GMPR, which expressed its concern at the development of events. The Central Committee stressed that it always warns trade union committees against their being drawn into struggles between various groups of owners. The union’s principle is the supremacy of the law and joint work with any owner who recognises social partnership and observes labour legislation. The Central Committee defended the KMK trade union committee against Tuleev’s charge that it was a pocket organisation of MIKOM on the grounds that the trade union committee did not defend management but fulfilled the decisions of the labour collective conference and defended those positive changes which took place after the introduction of the external management. Their position was justified by the fact that the volume of production increased, the delivery of raw materials and production of output was trouble free, payments to the budget at all levels were normalised, wages were paid on time and, most important, social tension in the collective was removed. The Central Committee of GMPR protested against the arrests, detentions and use of force against KMK trade union activists. 


On Monday 29th November at 5 pm the teatr metallurgov filled up with workers expecting to meet Tuleev, who did not appear. It was announced that the new General Director Samoilov ordered the workers to disperse and that he and the governor would only be ready to meet the workers after December 15. The Duma Deputies Sergei Baburin and V. Kiselev entered the theatre and spoke in support of the workers, but the conflict was over. Denyakin and Kuznetsov were released from custody amid rumours that a deal had been struck: that no further proceedings would be taken against them if they did not interfere with the new management of KMK. Kuznetsov was sick and transferred to hospital.


On 9th February 2000 the Kemerovo Arbitration Court extended the external management of KMK (now under the control of the oblast administration), so blocking its sale by Mikom. Tuleev later held a press conference with Nikolai Aksenenko, Railways Minister and First Deputy Prime Minister, at which Aleksandr Abramov, President of Evroazmetall (EAM – a company reportedly linked to Boris Berezovskii which had been very active in the Urals), was introduced as the new owner of KMK, although the Vice-President of EAM explained that the company was not in fact the new owner, since KMK was still under administration, but had been invited by the Governor to manage KMK and that they would come to an understanding with Yurii Zverev and Samoilov, the new external administrator and General Director of KMK. A few days later, Zverev and Somoilov, announced that KMK had a new creditor, who was investing enough in KMK to renew its working capital, without clarifying who their backer was or even once mentioning EAM. 


In March 2000 KMK held an open day for the press to publicise the results of the first 100 days under new management, claiming that wages had already been increased twice, by 10% each time, and were being regularly paid on time. Production and profits had increased and a new agreement had been signed with the Railways Ministry for an increase in the price received for rails. 


Chernigovskii Open-cast Mine


The involvement of the labour collective in the conflict between Tuleev and MIKOM extended beyond KMK to the Chernigovskii open cast mine in the mining town of  Berezovskii. The Chernigovskii mine had originally been privatised as a closed joint stock company with the 5,000 shares being allocated to the labour collective. However, the mine had built up large debts, allegedly as a result of the collaboration of its director with two intermediary companies, Transreil and Mirinvest, in plundering the mine. The worker-shareholders voted the director out of office and replaced him with Valerii Tysyachnii, a nominee of MIKOM, which was brought in to provide management skills, investment and, above all, the contacts needed to thrive in a post-soviet market economy. As at KMK, the arrival of MIKOM was initially supported by the regional administration since MIKOM’s strategy was to support the continued operation of the mine rather than to kill the goose that laid the golden eggs. The alliance proved very successful, with production recovering and wages and taxes being paid on time, Chernigovskii covering 80% of the Berezovskii city budget. This guaranteed that MIKOM would enjoy the loyalty and active support of its workers but also meant, as at KMK, that covetous eyes of the local administration were directed at the enterprise.


When the conflict between Tuleev and MIKOM broke out, the regional administration began to use the usual methods to put pressure on Chernigovskii, freezing bank accounts, disrupting supplies, threatening bankruptcy. For example, on 31st August the tax police went in to the enterprise with a squad of OMON special forces, closing the key coal preparation facilities which stopped production and delivery of coal for a day at a cost of three million roubles in lost revenue. As Igor Ustyuzhanin, a blaster, explained to a press conference organised in Moscow by MIKOM on 3 November 1999: ‘Two years ago we were hardly making ends meet. And then the labor collective hired a team of professional managers. Production gradually picked up, but a new misfortune arose: The oblast bosses became aware of the enterprise’s success. Our managers really began to be hounded. There are all the signs of an economic blockade: We are not being provided with rail cars to ship the coal, on which we are losing vast sums of money. 


Correspondingly we are not paying taxes to the city budget. Everyone is suffering, including workers in the budget-funded sector – teachers and doctors. We support the decisions of the All-Kuzbass Congress of Labor Collectives.’ 


Mirinvest and Transreil, meanwhile, had been buying up the shares of Chernigovskii, the legality of the purchases under the articles of the closed company being contested by MIKOM and the labour collective.� Mirinvest and Transreil, like MIKOM, had become active in Kuzbass under the previous Governor, Mikhail Kislyuk. Transreil was reported to be controlled by Mikhail Aksenenko, the Minister for the Railways (one of Russia’s most lucrative natural monopolies), who became First Deputy Prime Minister in May 1999, while Mirinvest is a subsidiary of Transreil. As the conflict with MIKOM escalated, Tuleev entered into an alliance with Mirinvest and Transreil, which had the added bonus of strengthening Tuleev’s position in Moscow.  Tuleev sold the oblast budget debt of Chernigovskii to Mirinvest, which put Mirinvest in the position of being able to institute bankruptcy proceedings against Chernogivoskii, with a view to buying the mine at a knock-down price. Tuleev also went to Austria and Switzerland to meet the head of Transreil, Makurin, who could not come to Russia since there were warrants out for his arrest, and got a $24 million credit for the oblast against the security of a controlling interest in the open-cast coal company Kuzbassrazrezugol’, the biggest coal company in Russia, valued at around $1 billion. At the next election to the Board of Directors, five of the nine places were taken by representatives of Transreil.


In the end, bankruptcy proceedings proved unnecessary, since Mirinvest acquired a majority shareholding and was able to carry a vote at a shareholders’ meeting on 18 September 1999 to dismiss MIKOM’s director and replace him with their own nominee, Victor Yeliseev, although MIKOM claimed that the meeting was inquorate and was in violation of a ruling of the Russian Arbitration Court that no such meeting could take place until Mirinvest had returned its illegally acquired shares. The meeting was preceded by reports that the decision would be followed up by the use of force to put Yeliseev in place and a workers’ militia had been set up to defend the mine’s administration building. MIKOM’s supporters appealed to the Berezovskii city court, which suspended the decision of the shareholders’ meeting, but on 21 October the oblast court ruled in favour of the change of director. That same day Yeliseev, accompanied by police, tried to get into his office, even breaking down the entrance door to the building, but he was prevented by workers. The workers barricaded the director’s office and the first night the police watched over them and would not even let them go to the lavatory, but there was no violence. As at KMK, however, the police were in no hurry and were not going to make the mistake of repeating the kind of armed assault that had attracted attention to Vyborg.


The workers held the mine for over three months after the adverse court decision before the court granted a writ to give Yeliseev access and it was executed on the night of 21-22 December by a force of OMON, headed by the top UVD leadership of the oblast. The workers maintained their blockade and threatened a strike if the security forces were not removed, which would have resulted in the heating to Berezovskii being stopped within three days. However, the workers’ leaders were effectively removed from the scene. The President of the trade union committee had been hospitalised with a heart attack, his deputy, Vladimir Belin, was jailed for five days for hooliganism, other leaders were removed every day by being summoned to Kemerovo for interrogation. The offices were swamped with police and there was a media blitz against the collective, accusing MIKOM of looting the mine and the oblast. Tuleev promised an immediate 10% pay rise for the workers and  apartments for those who needed housing once the new management had been installed. The new management was put in place and work resumed. Since a single day’s stoppage costs 3 million roubles the prosecutor charged those deemed responsible for criminal damages.


As one sympathetic journalist commented, at Chernigovskii the workers just say ‘it’s all the same to me who pays the money, as long as they pay’. The conflict has destroyed the myth of the collective and solidarity and confirmed the principle: divide and rule (Dmitrii Sagara, Deadline.ru, 24 December 1999).


Although the oblast administration had once more won the battle for control of the enterprise, it was not clear who was now the owner of Chernigovskii. It was reported that after the shareholders’ meeting Mirinvest handed over its majority shareholding to be managed by the oblast administration, which must transfer the shares to the state property committee. The first order of the new General Director Yeliseev was to nominate as executive director Al’bert Kolesnikov, vice president for production of Kuzbassrazrezugol’, the most powerful coal company in Russia, which has been owned for some time by Sibirskii Alyuminii, which is close to Chubais and to Tuleev and which has been trying to wrest control of the Novokuznetsk Aluminium Factory from MIKOM. 


Novokuznetsk Aluminimum Factory 


Anticipating a similar development of events at the Novokuznets Aluminum Factory (NKAZ), MIKOM decided to reregister the plant from Kemerovo to Moscow Oblast. The paperwork was completed on 29 October 1999 and the enterprise’s board of directors intended to vote on the issue on 14 December. Tuleev said that he found out what was going on by chance and viewed the move as the latest attempt by MIKOM to hurt the region by depriving it of tax revenue. 


Tuleev responded by taking NKAZ to the Arbitration Court to secure payment of debts to Kuzbassenergo as a result of illegal underpayment for its electricity.� The Court ruled on 19 January 2000 that the agreement of the electricity company to give NKAZ a discount on its electricity was illegal. The company was declared bankrupt and the plant was placed under a court-appointed trustee director, 27-year-old Sergei Chernyshev, linked to Sibirskii Alyuminii, a company which Tuleev supported, although Chernyshev insisted that although several of the new management team had formerly worked for SibAl, the latter company was not involved in the management of NKAZ. Nevertheless it was widely reported that SibAl took over the supply of raw materials to NKAZ. At a subsequent hearing MIKOM’s right to manage NKAZ was revoked and Chernyshev appointed General Director, a decision which was welcomed by the oblast administration but was protested by creditors who claimed to have been excluded from the creditors’ meeting. 


In the case of NKAZ the labour collective was not involved in the struggle for control and did not make any kind of protest. Instead the struggle became interlocked with the competition between the Moscow oligarchs who had long battled for control of the aluminium industry. It was reported that at the beginning of February 2000 Mikhail Zhivilo had refused to sell MIKOM’s interest in NKAZ to Oleg Deripaska, boss of Sibirskii Alyuminii. Moscow Tribune reported on February 16th 2000 that Mikom had sold 51% of the shares in Novokuznetsk Aluminium to Logovaz, keeping 21% in its own hands, forging an alliance with Logovaz boss Boris Berezovskii. Alexei Stupin of Mikom told The Moscow Tribune ‘The sale actually strengthens Mikom’s positions, because the strategic alliance with Berezovsky goes beyond purely economic terms’. 


‘We are not leaving the aluminium business, … [The sale] is a matter of manoeuvre only. To put it in a simpler way, it  will be more difficult for Sibirskii Alyuminii and Tuleev to get rid of Mikom now. The situation is developing in a direction favourable to Mikom’. According to Stupin, the arrangement with Berezovskii should swing the government, which still holds a third of the shares, behind Mikom, allowing the shareholders to vote to evict the court-appointed management. However, the temporary director Sergei Chernyshev insisted that any such share transactions, of which he had no knowledge, were irrelevant since the plant was in administration and so subject to decisions of its creditors. ‘Is there any sense in talking about who is the owner of the enterprise, when it has been put into the bankruptcy procedure’, he commented. A shareholder meeting is scheduled for March 20, just before the presidential election. 


At the same time MIKOM sold its controlling interest in the coal association  Prokopevskugol’ to a company associated with another Moscow oligarch, Roman Abramovich’s Avtobank. � ADDIN ENBbu ��


� This report has been written by Simon Clarke on the basis of research reports and field notes prepared by Konstantin Burnyshev and newspaper and internet sources, particularly reports in www.deadline.ru.


� The third metallurgical giant in Novokuznetsk, Zapsib, was controlled by the regional administration, having been placed under external management in 1997 after Tuleev fell out with its owners, the Alfa group. The tenure of the external management had subsequently been extended to ten years.


� Kuzbassenergo found itself in a very similar situation when its trustee manager paid good wages to its labour force on time, but did not support the governor. As at KMK, the management was only able to stand up to the regional administration thanks to the active support of the labour collective. 


� All of KMK’s purchases and sales were reportedly through MIKOM subsidiaries. It bought its coal through a company registered in Cyprus and sold its production through a company owned by Zhivilo’s brother.


� Although the company was a closed shareholding company, Mininvest and Transreil had been given one share by the former director, which they claimed entitled them to increase their holding, although the Higher Arbitration Court ruled the purchase illegal. The original privatisation itself had been ruled illegal in 1994, but the decision had been reversed on appeal. The Kuzbass prosecutor was reported to be preparing to take the case back to the higher Arbitration Court. 


� Under Russian law it is illegal to offer preferential tariffs, although the electricity companies routinely do so for large users and for those who pay in cash. 








