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Executive Summary

Introduction

The purpose of this evaluation report is two fold.  First the report forms part of the Infrastructure
Services Performance Review (ISPR) which inturn forms part of a comprehensive review
conducted under CIDA’s new Performance Review Policy and, second, the evaluation is to
assess the progress of the Gas Utilities Training Project in Volgograd, Russia, which is one of the
programs supported by the Central and Eastern European Branch Program.  

Data for the evaluation was gathered by a review of the project files both at CIDA and the two
Canadian partner companies BC Gas International, (BCGI) Vancouver, and Consulgaz of
Montreal.  Site visits were conducted at the Canadian training sites in Vancouver, Montreal and
Boucherville Quebec.  A site visit was also conducted with the Russian partner organization
Volgogradgorgas (VGGG) of Volgograd, the Russian counterpart gas distribution company
involved in the project.

Project Description

The Gas Utilities Training Project in Volgograd is part of CIDA’s Central and Eastern European
Branch policy program to,

Assist Russia’s transition to a market-based economy;
Facilitate Canadian trade and investment links; and
prompting Russia’s democratic development (good governance, democracy and adherence to
international norms)

The specific goals and objectives of this project were to,

(Goals)....assist Russia’s transition to a market economy by supporting the transition of
Volgogradgorgas into a privately owned, profitable gas distribution company operating
efficiently under market conditions.... 

(Objectives) 

Provide the management of VGGG with knowledge of management and operational practices
of an investor owned, commercially operated companies;
Demonstrate the capabilities of the Canadian gas industry to provide training and consulting
services in support of IFI’S projects in Russia and enhance the competitiveness of Canadian
firms in the market for services and equipment.

These goals and objectives were to be met through formal training and work attachments at three
levels as follows:

Senior executives: exposed to Canadian corporate management and decision-making



processes
Senior and mid-level managers: trained in Russia and Canada with work attachment in
Canada
Technical supervisory staff: classroom training plus field attachments in Canada.

The program was approved by CIDA in November 1996, followed by the Inception Mission and
the first Steering Committee meeting during the same month, and the training commenced April
1997 and was completed August 1999.  The training was conducted by BCGI and Consulgaz in
Canada and Russia.  CIDA’s contribution to the project was $1,616,650.

Development Context

The central theme of the World Banks September 1999 Report on Russia was the economic and
financial crisis and its impact on domestic human development.  Since 1995 the Russian
Federation moved from 31st to 72nd on the global Human Development Indicator (HDI).  From
1990 to 1994, life expectancy for men declined from 63.9 years to 58.2 years and for women
form 74.4 years to 71.6 years.  This 13-year gap between male and female life expectancy is the
largest anywhere in the world.  Men are two and a half times as likely as women to die at an
economically productive age.

The number of people living in poverty increased to 50 million between 1992 and 1999.  The
1998 economic crisis provoked a 70 percent devaluation of the ruble, further eroding the Russian
citizens’ standards of living.  UNDP reports that by early 1999 there was a 13 per cent drop in
average household earnings; a decline of 15 percent regional governments spending on
education, public health and social assistance and by the end of 1999 extreme poverty was
expected to rise from 15 to 18.3 per cent.  Regional economic disparity levels continue to
jeopardize the country’s stability and unity.

Notwithstanding the economic crisis of 1998, which has stabilized over the last year, Russia is
still slated to get a large share of available global IF1 financing.  This fact, combined with a
sectoral emphasis favourable to Canadian comparative advantage, will make Russia a priority
country for Canadian procurement efforts.  Unfortunately, IF1 loan disbursements have been
severely constrained by the same systemic factors which are hampering business activity.  As the
system stabilizes, loan disbursements will commence again and Canada should be well
positioned to benefit from its programs to date.

Project Performance

The project reported significant achievements between the training start date of April 1997 and
the final training date of August 1999.  Amongst these are:

Outputs:

Training provided to VGGG: 116 personnel in Canada and Russia involving 2940 training days
(compared to the original plan of 52 personnel and 1915 training days);



Serendipitous Outputs:

VGGG has restructured its management organization for greater effectiveness based on the
BCGI and Consulgaz models;
VGGG Corporate Directors and Senior Management initiated and achieved an increased
shareholder return based on the implementation of newly learned procedures;
In the last two years, ownership of shares in VGGG by employees has increased from 51% to
72%:
VGGG has initiated discussions with the regulatory authorities in Russia with the objective
of transforming existing laws to accommodate private business objectives and operating
techniques;
VGGG has initiated discussions with regulatory authorities to adapt existing laws allowing
certain clauses from Canadian gas standards in the design and operation of natural gas
systems in Russia;
Training provided to VGGG with 116 personnel in Canada and Russia 2940 training days,
(compared to the original plan of 52 personnel and 1915 training days);
VGGG has a new training center which they purchased and is being completed to current
international training standards;
Some new training program have already been established to sustain the technology within
VGGG, while others are being planned;
Canadian equipment samples provided as part of the program is being used in training
especially Polyethylene Pipe (PE) conversion.

The project results are consistent with CIDA’s Infrastructure Policy and CIDA’s Central and
Eastern European Branch objectives which to provide services that promote social and economic
development, safeguard health and improve the quality of life as these goals related to the energy
sector.  Detailed examples of these results are provided in the body of the Report.   

The project results are also consistent with the needs of VGGG to improve the efficiency of
operations, thereby reducing the costs of providing an essential service.  Many changes instituted
by VGGG since the inception of the program contributed to a reduction in costs of service to the
immediate client community.  The training curricula developed for the project will serve as a
model for similar programs in other gas distribution companies.  There is evidence, as indicated
by senior executives of VGGG, that other municipal jurisdictions in Russia are eager to
participate in a similar training curriculum after exposure to the VGGG program experience.
Canadian expertise and technology transfer as demonstrated and implemented through this
program have enabled VGGG to directly enhance their country’s standard of living by utilizing
modern gas delivery methods to provide essential human needs at a reasonable cost.

The project suffered only minor constraints which were related to the language barrier.  Too few
Canadians spoke Russian and vice-versa.   Translation resources were supplied by VGGG and
they should be complemented on the quality of the  resource they provided.  Notwithstanding
these limitations training went well.   Leave for training from operational positions is always a
factor in service related private sector for profit organizations but this was resolved by shorter



training periods.  

Constraints beyond the scope of the project include lack of funding by VGGG to purchase
modern industrial gas metres to continue the program of improving the accuracy of measurement
for sales gas. 

Key Factors Affecting Project Results

As the Director General of VGGG reported he and several of his senior Deputy Directors had
visited a number of Western Europe gas distribution companies in Italy, Denmark, France and
England and they were aware of the possibilities of the potential for their company.  Imparting
these ideas to the various department heads and new potential leaders of VGGG was another
matter.  This CIDA/BCGI program provided that impetuous.  The training of a number of senior
and middle managers through this program lays the groundwork for long term continued
development.

The professional quality of hands-on training provided was a key factor in this project.  The
Director General of VGGG as part of his management control and response to the project
required each overseas trainee to submit a report on his or her return to VGGG.  As part of that
report the individuals were asked to identify what immediate application of the training and
exposure to Canadian business practices could be made to VGGG.  As a result, a number of new
procedures were introduced such as the direct billing to clients, which is now controlled by
VGGG for improved cash-flow.  Employees had a direct effect on the company and this
supported the "buying-in" of those employees who had gone abroad and those who trained in
Russia, for the overall benefit of the company.

This was a fully participatory program among the three partners, BCGI, Consulgaz and VGGG
from the Project Steering Committee to the individual instructors in the courses and this
approach contributed to the success of the program.  For example on an initial review by the
Steering Committee on the training program schedule and training periods, VGGG indicated that
it’s due to its operational requirements they could not accommodate long periods of training for
their personnel.  In addition on reflection on their needs and from its knowledge of how Western
companies operate, senior management felt that they would like a greater number of their
employees exposed to their Canadian counterparts for shorter periods of training.  The Canadian
project managers recognized the validity of this proposal and adjusted the program accordingly.
Additional costs for travel were offset by savings through sharing accommodation amongst the
trainees.  Participants accepted these changes to benefit larger numbers.

Policy Themes and Issues

This program made a significant impact on an energy company in Russia which is in keeping
with CIDA’s Central and Eastern European Branch policy program.  It can be truly said that
VGGG has advanced significantly.  As the Director General stated, his program has advanced the
development of VGGG through the two years of the program by the equivalence of five years of
normal company development.



Lessons

The lessons learned for policies based on the success of this program is that CIDA’s  overall
cooperation projects with Russia under the Energy component of the Central and Eastern
European Branch Program is working extremely well.  The success of the project lies in two
main areas.

a) The recipient organization, VGGG, is led by an extremely active and progressive leadership
that was looking for an opportunity to effect major advancements for the company and the
employees.

b) CIDA’s approval of the project based on major Canadian leading and well-managed
companies insured that the program would be a success.  

The success of the project is attributable to a good Russian partner being selected by the
Canadian Partner and that CIDA recognized a good Canadian company to lead the project.  

Policy Recommendations:

I.  This project should serve as an example of a policy guide for CIDA i.e. the key attributes of
identifying a strong successful Canadian company that is a leader in its field, with a proven
record, ideally with international CEA skills, providing the contacts, and taking the lead in the
assessment and selection of the recipient "partner" organization.  The "partner" organization
should be at assessed as being at such a stage of business development that is on or near the
threshold of a business development breakthrough but needs assistance and resources to raise
itself to the next level.  The results should insure future successes.

Country Program Recommendations:

I. 1. Based again on the success of the project, CIDA should continue to support, as it has with
this project on the development of a partnership approach between BCGI and VGGG providing
the same type of economic development to other Russian and Eastern European gas distribution
companies.

II. 2. A program could be developed using a combination of in-Canada training, and a joint
training program developed and conducted by Canadian and VGGG personnel, which would
provide a broader based training resource lead by VGGG trainers for the in-Russia and Eastern
European country training.  In this manner new companies would be exposed to Western
management training and technology and also have the advantage of the benefits of how previous
Canadian operational management and training techniques were adapted for use in an emerging
company.

Project Recommendations:



III.  Flexibility and imagination in the management of projects which involve new and rapidly
developing technologies is essential to provide maximum return to clients.

Conclusion

This was a well managed, focussed project which met the objectives of the recipient
organization, VGGG, and fulfilled the stated objectives of the sponsoring CIDA program the
Central and Eastern European Branch.  If continued matching of such appropriate companies can
be developed in the future, CIDA’s success in its policy aims for Russia should be fulfilled.
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