


Management issues 

2 

Kmart offers 
incentives to 

enhance employee 
relations at its 

Bratislava store 

extra payments to a performance-related bonus. 
The union also demanded the same starting sal
ary for similar positions at each of its stores in 
Slovakia. The company felt this was unrealistic 
considering the cost-of-living differences be
tween various regions. According to Mr Gombar, 
this demand was a relic of socialist thinking
that on paper everyone should be equal regard
less of actual economic circumstances. 

Negotiations in Bratislava ended in failure in 
November 1993 after nine rounds, and the com
pany reportedly has no plans to resume them. 
Instead, Kmart has formulated an internal policy 
which meets minimum state requirements and, 
in fact, is as liberal as the agreement that was 
signed with the trade union in neighbouring 
Czech Republic. 

Illustrating the growing unpredictability be
tween unions in two different countries, Mr 
Gombar says that negotiators perceived a clear 
difference between the Czech and Slovak nego
tiators. "The Czech unions have really changed 
their economic thinking," he notes. "In 
Slovakia, the unions are still extremely socialis
tic. They want to have capitalism with all its 
advantages, but at the same time hold on to the 
security of the socialist system." In December 
Kmart negotiators asked all its Slovak store man
agers to explain the status of the union negotia
tions to workers via public meetings. "Somehow 
it doesn't seem that our employees are frustrated 
or angry," Mr Gombar says. "They realise that 
the trade unions cannot help them much." He 
says that workers understand that to have a se-

Kravchuk not seeking re-election 

cure job with Kmart, they must do everything 
possible to contribute to the store's success. 

The company says that its Bratislava store, 
which employs 750 full-time and 100 part-time 
workers, is one of its most difficult stores to 
manage because of low unemployment in the 
city (4.5%) and the proximity of union head
quarters, with the potential for agitation. Kmart 
has decided to enhance employee relations by 
offering store managers a comprehensive train
ing programme, including a two-week manage
ment course in the USA. The company also 
offers free English classes to all employees. As an 
extra incentive, Kmart bestows a monthly Mas
ter of Sales award on a selected outstanding em
ployee at the firm. 

Although only a handful of Western compa
nies actually have a workforce in Slovakia, Kmart 
is not alone in paying close attention to union 
issues. The German carmaker Volkswagen, 
which employs 400 workers in Slovakia, signed 
its first agreement with a Czechoslovak trade un
ion in 1991. It then renegotiated its collective 
agreement, which took effect on January 1, 
1994. The company says that it has a positive 
relationship with the union. Rhone Poulenc 
(France), which employs nearly 3,400 workers at 
its Chemlon Humenne joint venture in east 
Slovakia, signed an agreement with a trade un
ion in December 1993, less than one year after it 
began production. The company, which pro
duces synthetic fibres and polymers, says it had 
"no serious problems" with the negotiations. 

CAROLINE SMRSTIK 

President Leonid Kravchuk's an
nouncement last week that he will 
not stand in Ukraine's June presiden
tial election comes as no surprise 
with his popularity now at rock-bot
tom. He has been blamed (and rightly 
so) for the country's catastrophic eco
nomic performance, which saw 
monthly inflation at 80% in Decem
ber and 1994 annual inflation set to 
reach 10,000%. 

The four most likely candidates to 
succeed him are all divisive figures. 
Rukh leader Vyacheslav Chornovil 
will not gain much support beyond 
the nationalists. Russian Vladimir 
Griniov has taken the New Ukraine 
party so far down the anti-reform 

path that his party is unviable even in 
Ukraine. Former prime minister 
Leonid Kuchma will gain support 
among the Russian dominated east
ern regions and military-industrial 
complexes, but he will alienate the 
nationalist west. A possible dark 
horse could be former defence minis
ter General Konstyantyn Morozov, a 
native Russian speaker with national
ist credentials. He may prove to be 
the attractive "strong man" sought 
by many Ukrainians. In any case, the 
vote could be close, with no candi
date likely to gain a sweeping major
ity at the first ballot. 

ment with a large block of inde
pendents drawn from the former 
conservative political apparatus. Re
formist parties will probably be 
squeezed out by western nationalist 
and eastern anti-reform parties, with 
the re-legalised Communist Party and 
various socialist groups gaining some 
20-25% of the vote.

Any new president of Ukraine will
have his work cut out for him as he 
tries to maintain a balancing act be
tween parliament, economic pres
sures, secessionist Crimea and "Big 
Brother" Russia, to which Ukraine 
owes some $2.6bn in outstanding en
ergy debts. The March parliamentary elec

tions are likely to result in a parlia- DANIEL THORNILEY 
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Political risk 

Baltic-Russian relations 

Wolf at the door? 

Political tension hasn't slowed trade between the Baltic states and Russia 

Glacial relations have 

not prevented Latvia 

from exploiting its 

historic role as a trade 

crossroads 

Rumours abound of 

Estonian goods 

bearing "made in 

Finland" labels flowing 

into St Petersburg 

Estonia, Latvia and Lithuania may be knocking 

hard on the door of the big Western clubs. They 

may have made remarkable strides in orientating 

their trade towards Western Europe. But they can

not escape their past. The trio's single biggest trade 

partner remains the one with the prickliest 

attitude-Russia. Just how important is the state 

of each country's ties with Moscow? 

If they do have an impact, Latvia should be 

suffering. The country is Russia's current Baltic 

whipping-boy. Latvian police used rubber trun

cheons to break up a protest by Russian-speaking 

pensioners in Riga in March. Incendiary reports 

from the Russian-language media, and unfortu

nate remarks by Guntars Krasts, the Latvian prime 

minister, combined to raise hackles in the Moscow 

Duma. Unexplained bomb blasts at a synagogue 

and outside the Russian embassy led Russia to 

warn that "fascists" were on the march in Latvia. 

Threats of economic sanctions were issued. In 

comments which have since cost him his job, Atis 

Sausnitis, the minister of economy, alleged that 

Russian customs officials were already holding 

back $300m-worth of goods at the border. 

Mr Krasts is belatedly trying to play down the 

row, but substantive improvements in political 

ties between Moscow and Riga look unlikely. The 

issue of Latvia's ethnic Russian population won't 

go away. A sign-off on a border treaty between the 

two remains unscheduled. The fragility of Latvia's 

ruling coalition, and the prospect of general elec

tions in October, gives nationalist Latvian politi

cians plenty of opportunity to make mischief. 

Sound and fury 

But glacial relations have not prevented Latvia 

from exploiting its historic role as a trade cross

roads. Negotiators of a 1994 agreement on Russian 

troop withdrawal managed to include a clause 

which gave Latvia most-favoured nation/MFN sta

tus and eliminated the double tariff system which 

still plagues Estonian exporters. Exports to Russia 

constituted 6.1 % of Latvian GDP last year. 

Chart topper 

Baltic trade with Russia 1997; $ m 

Imports Rank Exports Rank 

Estonia 604.1 2• 517.4 

Latvia 411.6 339.3 

Lithuania 1,409.6 939.8 

3 Finland is Estonia's largest source of imports. 
Sources: Latvian Development Agency; Lithuanian Development Agency; State 
Statistical Office of Estonia. 
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Investors have proved willing to bet on Latvia as 

an export base: Corpora Tres Montes (Chile) estab

lished a $ lSm soft-drinks powder factory in 1995, 

whose entire output is sold in Russia. Kellogg's 

(US) may have ceased production at its Latvian 

factory this year, but it maintains a distribution 

centre for the Baltics and Russia just outside Riga. 

The potential impact of sour relations with 

Russia on the country's lucrative oil transit trade 

is more worrying. Ventspils port moved 36.?m 

tonnes of goods in 1997, far more than St 

Petersburg, its nearest Baltic Sea rival with 20.Sm 

tonnes. East-west transit trade makes up a thump

ing 20% of Latvia's GDP. But there's no immedi

ate danger of traffic shrivelling. Russia moves 45% 

of its transit trade through Baltic ports, and will 

continue to do so as long as big investments in 

Russian ports fail to materialise. Ventspils is indis

putably the best port in the Baltics, and ongoing 

modernisation should keep it ahead of the field. 

Hard to port 

Lithuania would beg to differ, especially if Lukoil, 

a Russian oil giant, follows through on plans to 

invest in the country's Butinge terminal and 

Mazheikiu refinery. But it's still difficult to argue 

that Lithuania's relatively untroubled relations 

with the Kremlin have given it a real boost in 

commercial terms. Lukoil's professed interest in 

Lithuania's oil infrastructure could turn out to be 

a ruse to batten down Ventspils's high transit 

charges. And Lithuania's cosy ties with Russia 

haven't yet won it exemption from the latter's 

protectionist textiles trading regime. 

Estonia is the most disadvantaged by its trad

ing relations with Russia. Although it has made 

better progress than Latvia in its treatment of the 

ethnic Russian population, the country does not 

yet enjoy MFN status. Exports are consequently 

uncompetitive: Estonian food products cost three 

times as much on a Russian grocery shelf than 

they do at home. Estonian dairy and tinned fish 

products had a reputation for high quality in 

Soviet days but are now virtually luxury products. 

Rumours abound of Estonian goods bearing 

"made in Finland" labels flowing into St 

Petersburg. Might these problems reflect tetchy 

political relations between the two countries? 

They might, but Russia still absorbs more Estonian 

exports than any other market. Spats between 

Baltic and Russian governments haven't yet got 

in the way of making money. 

CAROLINE 5MRSTIK 
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