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each journal will be readable and searchable
directly in your web browser.
All our corporate sponsors and media and
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your company too can join us as a regional,
national or sectoral sponsor in our journal.
We also have a banner exchange program to
help our site and those of our partners benefit from mutual traffic flows.
Yet all of this represents just the tip of the iceberg. We are currently working on implementing paid subscriber services whereby premium members will be able to not only read and
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commercial real estate differed between cities in the
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You’ll find us at www.marchmontcapital.com

A message from MARCHMONT Capital Partners

A Land of Wealth and Creativity
Welcome to the second Regional Profile of our Marchmont Investment Guide to Russia,
dedicated to the capital of the Sverdlovsk region, Ekaterinburg. While the first covered Nizhny Novgorod, we look now to Ekaterinburg and the Sverdlovsk region, one of Russia’s
richest in rare minerals, iron ore, gold, copper, nickel, oil, gas and precious and semi-precious stones. But its natural resources prowess does not come at the expense of intellectual potential; local people have long proved inventive and enterprising both in the extraction and creative application of these resources.
One of our goals is to explore the region’s economy and introduce you to those bidding
to make their region one of Russia’s richest and most creative. With the third highest percapita income in Russia, Sverdlovsk is not only a key ferrous and non-ferrous metallurgic
region, it is a general industrial heavyweight where much of Russia’s industrial hardware
is produced.
Ekaterinburg’s mix of natural resources, skilled workforce, industrial potential and
relatively remote location has long made it a defence and production research center –
the legacy from which its strong educational and scientific base, capable of creating and
commercializing world-class technology, has risen. The region has shown too its ability
to adapt to current global business trends and standards; steps taken by regional officials
to help commercialize local technology projects by establishing business incubators and
technoparks is a case in point.
Surprisingly to some, the region has become one of Russia’s top IT producers with hundreds of firms and entrepreneurs working on advanced software and systems. These are in
constant demand by local and national firms, keen to upgrade and prepare for the domestic
and global competition that Russia’s entry into the WTO will entail. The innovative and
hi-tech climate is supported by a comprehensive university system – with three separate
MBA programs, – which combined includes over 210,000 students, producing over 35,000
specialist graduates each year. This, with the local rise of venture capital investment, is the
foundation on which a new generation of entrepreneurs will flourish.
I first visited Ekaterinburg in 2004 as a guest speaker at the local Elite Club of Corporate Conduct. I spoke on western corporate governance and how local firms could secure
expansion capital and foreign partnerships. I have since visited more than a dozen times
and always come away impressed by the ingenuity and initiative of local entrepreneurs.
“Communism failed, so let’s embrace capitalism and, when we’ve mastered it, expand our
businesses not only in Russia and Europe but also establish international market share”
- that is their take.
Now they want more than to just sell raw materials; they strive for the new, such as
lighter and harder steel and other innovative building material products. They are increasingly gaining the skills needed to turn these resources into new products, for new uses,
and which can be marketed internationally.
At Marchmont we see investment into the commercialization of new technology and
the innovative maximization of the country’s natural resources to be the next big thing in
Russia - and in both respects Ekaterinburg and the Sverdlovsk region might be considered
the end of the rainbow.
I have always looked at Russia as being about more than just Moscow and St Petersburg,
and the economic renaissance of cities like Ekaterinburg demonstrates why. It’s my hope
that in publishing this journal others will arrive at this view.
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From the Editors

The Birth of Wonder
I remember from my childhood many wondrous tales of ancient craftsmen whose hands
could turn precious stones into stone flowers of striking beauty. One particular legend told
of a ‘wonder stone’ which lay somewhere in the Urals Mountains and a local craftsmen who
spent his days in his modest wooden hut, longing for some noble and great task. Eventually the stone’s magic, so the story went, brought them together.
Only later in life did I realise the poignant symbolic messages often concealed within
these tales. Even in today’s hi-tech era one thing remains unchanged, namely that wonder
is born where natural resources and human talent come face to face – and the Urals is a
prominent example of that.
The Urals is a region with an abundance not only of natural resources but also of people
notable for their energy, entrepreneurship and professionalism. These are the people capable of realizing the full potential of the region by giving birth to a range of projects,
products and ideas which have the power to make our lives more convenient, safe and
fulfilled. They, and the region they hail from, deserve appropriate reward and recognition
for these feats.
So let’s wish them good luck, whatever they’re busy with. If this Regional Profile goes
some way to increasing awareness of them and their work, and even lead to outside interest
and investment into their projects, it will have been worthwhile.

Alexander Blagov
Executive Director in Publishing
MARCHMONT
Capital Partners, LLC

Progressive Individuality

Artyom Smirnov
Editor of Regional
Profiles — the Urals
MARCHMONT
Capital Partners, LLC

At the beginning of the eighteenth century Peter the Great set out to combine European technological achievements with Russian keen wittedness and entrepreneurial ability. The result was
both original and at times incomprehensible, depending on your point of view. It led to a process
of business cross-pollenation between European and Russian business.
As a result of this encouragement, it was entirely possible to see a bearded Russian merchant,
clad in traditional tussore poddyovka overcoat and living under “Domostroy” law, opening branches
of his family business both in Europe and the US. He would sell products made at Urals factories
but produced, ironically, buy engineers invited to his region from the west, form the very countries
he was expanding into. Our entrepreneur would welcome new ideas and experiences but would
not for a second deny his roots or national identity.
In his book about life in Nizhny Uglovsk factories, Mamin-Sibiryak highlights the point where
European and Russian mentalities meet. He recalls a factory co-run by a Russian and hereditary
Kerzhak, Kirilo Ryazanov, and a European engineer named Brenner. While well versed in financial
and plant management, Brenner proclaimed that “it was impossible for him to understand people
such as Ryazanov” and “just couldn’t deal with them” - but he conceded that the factory’s ultimate
success depended on such people. But they developed a mutual understanding and appreciation of
each other within their respective spheres. This meeting of minds later gave rise to multi-million
ruble factories in Nizhny Uglovsk on which upwards of 100,000 people often depended for their
livelihoods.
The last 20 years have cemented the reputation of Russian businesses for the openness to
something new, something different. This, coupled with the drive among the latest generation of
entrepreneurs to see their factories, firms and research laboratories become global leaders, forms
their individuality.
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Community Leaders
Dear readers,
The Sverdlovsk region is located in the very heart of the Urals and, for that matter, in the
heart of Russia. Our region enjoys powerful industrial, investment and human resources
potential, along with vast deposits of natural resources and a developed transportation
and financial infrastructure. Our region is rightly known for its strong economy which is
now undergoing stable and continued growth.
The ferrous and non-ferrous metallurgy, machine-building, metal processing, power
generation and food sectors have traditionally been the bedrock of the Sverdlovsk economy,
serving it well both in domestic and international markets.
Indeed, for several years now the region has ranked among Russia's leading regions in
terms of its attractiveness for investment. The Middle Urals in particular maintains longestablished foreign links with more than 100 countries worldwide. Sverdlovsk's favorable
geographic position means it has every opportunity to further its role as the face of the
Middle Urals in establishing new foreign partnerships concerning investment, finance
and goods.
These partnerships and the region's stable social and economic growth are, I consider,
thanks to the success of cooperation between regional government and regional business.
This Regional Profile constitutes an objective and insightful review of the Sverdlovsk
region. I have no doubt that it will help Russian and overseas investors, potential partners
and customers alike to gain a clear picture of the region's economic potential and thus act
as a point of reference for business leaders.

Eduard Ergartovich Rossel,
Governor
of Sverdlovsk Region

Dear readers,
The Sverdlovsk region is one of the most dynamically developing in Russia, a national
front-runner against a range of economic criteria. For example, in 2006 we ranked third
in industrial manufacturing, eighth for volume of foreign investment and fifth for both retail trade turnover and financial results. Sverdlovsk was ranked the fifth most attractive
region in Russia for investment by ratings agency Expert RA.
Under the framework of the national Program of Developing and Allocating Production
Forces for the Period until 2015, the Sverdlovsk region compiled a list of over a thousand
investment projects collectively requiring in excess of $50bn to get off the ground. In line
with this the regional authorities are working hard to make the region’s investment climate
as favorable as possible. Tax breaks and other financial incentives are available to investors,
while a range of support programs are under development or already in place such as the
Investment Support Fund – which grants state loans to investors – and Advice Council for
Foreign Investment, both governor-led.
Gradually the middle Urals is establishing itself as a business and logistics center, home
to an abundance of market infrastructure institutes, 173 Russian and foreign loan and
credit organizations, a stock exchange and local branches of major consulting, auditing and
insurance companies. A range of major airlines operate out of the region’s international
airport, Koltzovo, which serves both domestic and international cities in 26 countries
worldwide, while the Eurasian Transport-Logistic Center was also recently opened here.
In many cases foreign investors here enjoy the support not only of the regional authorities but also of their own countrymen; the region is home to 11 foreign diplomatic missions
which provide assistance to companies from their country looking to enter the Sverdlovsk
market, something firms like IKEA, OBI, Auchan, Ramstor, Metro Cash & Carry are already
benefiting from here. Foreign hotel chains, too, like Park Inn and now Hayatt – which is
currently involved in developing a new hotel complex in the city – also benefit from this.
For these reasons and many more I have no difficulty in commending investment into
Ekaterinburg and the Sverdlovsk region.
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Chairman
of the Regional Government
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Dear friends,

Arkadiy Mihailovich
Chernetskiy,
Mayor of Ekaterinburg
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Without doubt Ekaterinburg is today one of the most attractive cities in Russia for investment. Manufacturing, trade and retail, housing and commercial real estate are among
the most attractive for investment and are more developed here than in most other Russian regions. At the same time small businesses are rapidly developing, as are industrial manufacturing sectors such as mechanical engineering, building materials production
and metallurgy.
A recognized cultural center, the city is home to more than 40 concert halls and stages,
36 children's art schools and 51 public libraries are based here, along with 30 museums,
27 theaters, a circus and a zoo. But it is for its scientific potential that Ekaterinburg is best
known. The Urals branch of the Russian Academy of Science is based in the city, as are
140 sector-specific scientific research institutes and 16 public and 13 commercial higher
education institutes.
The city also enjoys well-established international trade relations. 11 consulate generals
representing countries including Great Britain, the US, Germany, the Czech Republic are
here, alongside a branch of the Belorussian embassy and also trade missions from France,
Holland and Hungary. Some 300 local branches of major foreign firms including Siemens,
HP, Rezidor SAS, Schneider Electriс are also resident.
The dynamic development of the city's economy, its favorable geographic position
and unofficial status as the nation's third capital are all positive influences on the city's
prospects for further investment and partnership. The stable climb in living standards
that is well underway here largely depends on these two factors, and it's my hope that this
publication will help you and many others get to know our city, its economic, social and
cultural infrastructure and, chiefly, its potential.

Community Leaders
Valery Savelyev,
President of AVS Group

Large Regional Businesses are Ready to Cooperate with
International Investors in All Economic Sectors
Today the regional economy of the Middle Urals is well integrated into the world economy.
The region maintains relations with 128 countries worldwide.
In 2006, the foreign trade turnover for
the region increased by 20% and exceeded $9 billion. Around $1.5 billion came
into the regional economy in form of foreign investments. Positive trends in the
region’s development can be also seen in
the improving long-term rating of the region, which is considered by experts to be
stable. The Middle Urals ranks among the
top five regions of Russia as the most attractive for investment.
AVS Group is a multiproduct business structure comprised of companies
working in various business and social
spheres.
The history of AVS Group starts in
1993. The first asset was a company
specializing in investment in commercial
real estate. Following its appearance, the
company’s management began to chart a
dynamic course of diversification of its
business activity both by creating new
companies and purchasing companies
that were on the verge of bankruptcy.
After renovation and restructuring most
of these businesses became sector leaders.
The continuous search for promising
avenues of strategic development has lead
to a major expansion of the company’s activities. Today, AVS Group is active in the
following market segments: investment
and development, finance and insurance,
transport and logistics, construction,
trading, the media-industry, hotels and
tourism. The coordination of all business
processes at these varied enterprises and
the determination of long-term development strategies for them are performed
by the professional Sector Managers of
our company.

AVS Group carries out investment projects in different regions of Russia, though
its main business activity is concentrated
in the Ural Federal District. When deciding on areas to invest in, AVS Group first
analyses the market situation and then
decides whether or not to participate
in those programs. The firm is looking
for projects which help to develop not
only the company’s own assets but the
regional economy as a whole. At present,
AVS Group is acting as the major investor
and developer in a number of large-scale
projects related to the construction of
residential and commercial real estate.
The company’s standard expected
payback period is three to five years but
this timing might be prolonged if the
project is of strategic importance, such
as the construction of a network of international transport and logistics centers.
When discussing the business geography of AVS Group, it is necessary to
underline its uniqueness. During the
entire period of the company’s existence,
it has managed to promote itself first at
the federal level, and then at the international one. Soon the company was faced
with the need to look after its interests
throughout Russia’s many regions and in
a number of foreign countries. With this
challenge in mind, AVS Group opened
52 offices across Russia and 12 offices
abroad.
The company’s extensive operations in
foreign trade may be illustrated by the
following indicators: in 2006 businesses
belonging to AVS Group transported
almost 35 million tons of cargo, the
foreign trade turnover was valued at approximately $250m.

The chief international export destinations for the company’s products are the
EU, China and India. Among our partners
are such well known international names
as Bridgestone and DHL. Furthermore, in
November of 2006, we signed an agreement with China’s largest investment
corporation CITIC.
AVS Group is striving to promote its
presence in Asia. A number of our businesses have been directly cooperating
with manufacturers from South-East Asia
for several years.
During the Shanghai Cooperation
Organization’s forum which occurred in
June of 2006 The Russian delegation expressed the intention to build a business
center to accommodate the Shanghai
Cooperation Organization’s Business
Council. One of the founding members
of this business center in the Ural Federal
District is AVS Group.
On the eve of the Shanghai Cooperation Organization’s summit, which will
take place in the summer of 2009 in
Ekaterinburg, interest in the Sverdlovsk
region on the part of foreign investors is
growing. Our experience shows that the
region’s powerful investment potential
coupled with the mutual interest in, and
numerous opportunities for, cooperation
between Russian and foreign entrepreneurs open vast horizons for long-term
and effective partnerships. On behalf
of the business community of the Ural
Federal District, I would like to express
my confidence in that the result of our
combined work will be a significant
strengthening of international activity
in the Middle Urals.

AVS Group

MARCHMONT Investment Guide to Russia 2007, vol. I, #2

15

Community Leaders
John Stepanchuk, US Consul General in Ekaterinburg

Expanding Horizons of Cooperation
That there is an abundance of foreign non-governmental-organizations present
in the Sverdlovsk region means more and more foreign investment is finding its way
into the region. Embassies, consulates and cultural organizations combine
to promote the region to would-be investors back home.
Each year Ekaterinburg is chosen as the
venue for a range of Russian and international economic forums, indicative of the
significant role the city and the Sverdlovsk
region at large play in putting together Russia’s new economic jigsaw.
For many years the Urals was a no-go
area for foreigners, but over the last decade
much has changed here – and changed for
the better. Nowadays, practically all major
worldwide companies are present and active in the Urals and particularly in the Sverdlovsk region. The likes of Ernst&Young,
Hewlett-Packard, AIG, Caterpillar, Pepsi
Cola, Coca-Cola and many others are here,
while Citibank has also recently opened a
branch here.
Ongoing cooperation between aircraft
builder Boeing and local metallurgic company VSMPO-AVISMA, from whom Boeing
buys 40% of its titanium resources, is a good
example of the potential for joint ventures
in the region. VSMPO-AVISMA developed a
special metal alloy for Boeing’s production
of its new flagship 787 Dreamliner plane,
recently launched in July. The two firms
recently signed a letter of intention which
should pave the way for further cooperation between them.
The entry in the last few years of several
major American firms into the Ekaterinburg economy has given rise to new joint
ventures of Russo-American cooperation.
Construction firm ASTON Group, jointly set
up and financed by Russian and American
investors, is one example, and I hope we’ll
see them building a range of city center
buildings. Penetron, which manufactures
mixtures for making surfaces damp-proof,
is another Russo-American joint venture in
Ekaterinburg market. Established just two
years ago, Penetron’s Russian partners are
now in negotiation with their American
counterparts over plans to expand the
firm’s Russian-based production facilities.
Look in practically any region the area
our consulate deals with and you’ll find
fruitful examples of Russo-American joint
ventures. Close cooperation between the
hi-tech instruments producer Emerson
Process Management Rosemount Inc. and

Chelyabinsk-based Metran has led to a longstanding partnership between Russian and
American engineers. The two firms jointly
set up Metran’s scientific and engineering
center, where new hi-tech models are developed before joining the rest of Metran’s
hi-tech product base in being exported
around the world.
Also in Chelyabinsk, American ceramic
firm Carbo Ceramics is currently building
a factory for production of ceramic walnut
shells, while over in Orenburg production
of John Deere agricultural machinery has
already begun. In Izhevsk, cooperation
between the Izhevsky Mekhanichesky
Zavod (Izhevsk Mechanical Factory) and
American arms manufacturer Remington
Arms seems promising; suitably impressed
by the quality of weapons produced at the
Russian firm, Remington’s representatives
sanctioned the use of the firm’s logo on
certain armaments produced in Izhevsk
for export.
Looking ahead, we are particularly
interested in furthering Russo-American
cooperation on national programs. For
this we can help attract not only American
capital but also American technology, to assist on construction, power generation and
medical projects, for example.
One example is a project entitled Ural
Promishlenny-ural Polyarny (Industrial
Urals, Polar Urals) which was set up to bring
in American investment and technology to
Russian metallurgic and machine-building
firms. Owing to their high concentration of
heavy industry, the Urals and west Siberia
are apt locations for the project.
One example is a project entitled Ural
Promishlenny-Ural Polyarny (Industrial
Urals - Polar Urals), which strives to further
American investment and the use of American technology in Russian metallurgic and
machine-building firms. Since the Urals
and West Siberia enjoy a strong concentration of such firms, these regions could
particularly benefit from this program.
The growing prosperity here not only
means the region is an increasingly attractive marketplace for American goods
and services, it also means an increasing
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number of Russian firms are in a position
to eye up the US market. But unfortunately
the attractiveness of the Urals regional
economy is often undermined by inaccurate and outdated media coverage, which
seldom looks beyond the region’s mainstay
economic sectors of metallurgy, oil and gas.
Organizations like ours are keen to shout
about the region’s considerable sci-tech
potential to prospective foreign investors.
Other promising sectors for foreign investment include construction materials,
timber processing and production of medical instruments.
Further foreign investment into these or
any other sectors of the region’s economy
depends heavily on success stories involving foreign firms that have already made
the move. An understanding of the way
business is done in the region is, of course,
also crucial, as is help from the regional
authorities. Reducing administrative barriers, safeguarding investors’ property rights,
ensuring an impartial courts system, implementing the ‘one-window system’ (a notion
whereby investors submit documents in
one place, not a multitude of various state
buildings and windows) and eliminating
corruption are important issues the authorities need to address to ensure continued
foreign investment is forthcoming.
A particular problem for us that needs
addressing is the lack of information available on new projects. Foreign businesses
need time to decide whether to participate
in a project, and they are only likely to climb
on board if project plans and data are made
available to them.
It’s my hope that Marchmont’s regional
profile on Ekaterinburg and the Sverdlovsk region will help boost cooperation
between Russian and foreign companies by
educating potential foreign partners on the
characteristics of the region and its most attractive sectors for investment. Publications
like this one can only further promote what
world investors already here have found – a
region rich in sci-tech potential, home to a
stable political climate and ripe for investment and partnership.
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Jorg Hetsch,
Chairman of the Board of the German Business Association in the Russian Federation

The Urals Invites Investors

Ekaterinburg is the heart of the Urals’ steel industry. This metropolis of a city,
one of Russia’s biggest and home to well over a million people, is home to the world’s largest metallurgy
companies.
The economic health of both the city and
the Sverdlovsk region at large is good, and
today there is in place a sound investment
climate; indeed, ratings agency Expert RA
ranked the region fifth in Russia in 2006.
It’s a better time than ever before for German companies to expand into Russia’s regions. The region has for a long time been
an unexplored land, ventured into by only
a handful of foreign companies, but now it’s
true potential is becoming known.
Russia is one of the world’s emerging
markets and among the fastest three
growing economies in the world. What
sets Russia apart from other growing
economies like China and India is that it
doesn’t evolve with dramatic upswings or
sharp turns but gradually and steadily.
The economy is set to grow at 6% annual at least up to 2012, while growth
for the next 25 years is also forecast.
These short- and long-term indications
are crucial to an economy where sound
forecasts regarding the shape of things to
come are crucial in ensuring maximum
entrepreneurial activity.
Today, Russia’s national economy enjoys huge demand in just about all sectors,
particularly for industrial, investment and
consumer goods and services. Consumers
more than anyone are reaping the benefits
of economic growth and stability and they
now enjoy increased purchasing power
and falling inflation. But for demand to
continue to be satisfied there needs to be
an economy-wide program of replacing
the outdated, Soviet-era machines and
equipment in the next five to ten years,
as part of a general culture of renovation
and expansion. To this end, multi-million
dollar investments into spheres such as
fuels and energy, metal processing, power
station equipment, chemicals, IT and car
and aircraft building are already planned
and scheduled to begin during the next
10 years. All of these investments are earmarked to come from export profits.
Russia’s principal trading partner for
many years, today Germany is responsible
for 10% of all Russian imports. According
to Russia’s Federal Tax Service, imports of
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German-made products in the first four
months of 2007 were up 58% on the same
figure for the first four months of 2006.
Particularly prevalent among the kinds of
goods Russia imports from Germany are
factory machines and equipment, cars and
auto components, chemical products and
building materials, though the amount of
other goods and services imported is on the
increase.
That more and more companies are
expanding east owes much to Russia’s increasing economic and legal stability and
business transparency. Companies that have
been working in Russia for some time now
realize that it’s time to take the regions seriously, and that Russia’s business potential
no longer resides solely within the confines
of Moscow and St Petersburg. It’s hard to
imagine the complete scope of opportunities to be found in the regions, but what is
undoubted is that they are there - and they
are potentially huge.
Ekaterinburg stands at the border between Europe and Asia, on the crossroads
of historic trading routes between the two
continents. From the Urals mountains roads
lead to Middle Asia, China and the Far
East. Speaking of transport, the planned
overhaul of Ekaterinburg’s transport infrastructure – the flagship step of which
involves significantly expanding the city’s
Koltsovo airport – will undoubtedly see a
greater flow of companies expanding into
the region. Additionally, it is planned to extend the Second European Transport Corridor (Berlin-Moscow-Nizhny Novgorod) to
Ekaterinburg.
As for the region’s industrial production,
it is characterized by the same trends as
those elsewhere observed across Russia:
regional enterprises lag behind in sectors
such as precision mechanics, measuring
equipment, car building, agriculture and
power generation. But this needn’t remain
the case; the power generation sector, for
example, is potentially very lucrative in
the long run for a would-be investor, as
energy-saving and renewable energy issues
continue to attract more widespread attention in Russia.

As Russia’s economic renaissance
progresses, so this region moves with it,
keen to show why it is a sound location
for doing business. The high educational
level of its people, the regional governor’s
and authorities’ willingness to attract and
support foreign companies and the region’s
higher-than-average economic growth rate
are just some of the factors that make this
the case. Ekaterinburg’s rise to prominence
is only a matter of time.

Community Leaders
Michelle Moore, Partner, PricewaterhouseCoopers
Oleg Mosyazh, Senior Manager, PricewaterhouseCoopers

Improving a Region’s Investment Appeal:
the Roles of Business and Regional Governments
Russia’s economy is burgeoning ahead and foreign investment is growing strongly. Statistics show
that more investments were made into the Russian economy during the first six months of 2007
than during the whole of 2006.
And investors are looking beyond just Moscow and St Petersburg. The country’s two
biggest cities have limited opportunities
for investment and for many reasons cannot match the conditions and investment
climate offered by many regions.
Foreign investments help the regions
to upgrade their infrastructure, facilitate
development and implementation of new
technology, create new jobs and boost volumes of goods and services used in other
production processes. Major foreign investments help the integrated development of
regional economies, leading ultimately
to improved living standards for the local
population. Therefore, improving their
investment appeal is a key priority for regional governments.
The sectored structure of a region’s
economy, its geographic location, a well
developed transport infrastructure and
a skilled workforce are just some of the
factors investors take into account to finance projects. However, one of the main
obstacles encountered by investors is the
absence or lack of information about the
investment opportunities existing in the region. Realizing this, several regions of Russia use an integrated approach to inform
potential investors about the opportunities
for cooperation. Regional officials meet
with investors both at home and abroad,
speak at international conferences about
the economic advantages of their regions,
their development strategies and potential
projects.
It might seem that improving investment attractiveness is mostly the responsibility of government officials. However,
that is only partially true. International
companies who are prepared to build
a plant from scratch, open a shopping
centre or implement another project independently account only for a small part of
the international investment community.
Other investors are interested in closer
business relations with companies that
already operate in certain regions. There
are various options for cooperation – from

debt financing to acquisition of a stake in
the company’s business.
Ideally, a company that wants to work
with international investors should have
a strong market position, a good reputation and a good financial standing, a
transparent ownership structure and an
efficient management model supported
by a professional management team.
The company should be on the investors’
wavelength and have audited financial
statements prepared in accordance with
international standards, be transparent,
have a clear development strategy and
investment strategy. Obviously, investors
are primarily interested in working with
the most successful businesses that have
strong potential. In any case, companies
positioning themselves as investment
targets need to understand that they will
have to put a lot of effort into improving
their investment attractiveness and making investor relations successful.
The Sverdlovsk Region offers good
opportunities to international investors,
attracting almost $1.5 billion in 2006 according to official figures. The main targets
are companies in ferrous and non-ferrous
metallurgy, mechanical engineering,
construction, telecommunications and
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electricity. There are also major projects
underway in transportation and logistics
infrastructure and education. If appropriate support is provided by the government
and the Russian companies improve their
investment attractiveness systematically,
Sverdlovsk could become one of the leading regions of Russia both by volume of
foreign investments and by overall level of
economic development.

Michelle MOORE,
Partner, Governance, Risk & Compliance, Russia
PricewaterhouseCoopers
Michelle is a Performance Improvement Services partner in our Moscow office.
Michelle has been working in Russia for 10 years assistsing companies in their
efforts to meet new stakeholder and regulator requirements related to management reporting and obtaining trust in the data produced by their business process
and information systems.
Oleg MOSYAZH,
Senior Manager in the Marketing and Corporate Communications department of PricewaterhouseCoopers.
Oleg has worked for PricewaterhouseCoopers since 2004 and is responsible
for the firm’s marketing strategy in the financial sector and for marketing of its
advisory services. Prior to joining PwC, from 2002 Oleg was Head of Marketing
at the Russian office of Baker Tilly International. Oleg previously spent five years
in the area of recruitment and executive search.
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Andrey Danilenko,
Governor of Rotary Club District 2220, 2006-2007

From the Viewpoint of Businessmen
Since the turn of the millennium it has been increasingly common for businessmen and
entrepreneurs to come together to form organizations aimed at protecting their business interests
and exchanging of information.
Modern Russian businesses have come
round to the expectancy on them to provide social benefits such has health insurance, leisure, catering and childcare facilities and other bonuses. This, coupled with
Russian businesses’ continued integration
into world markets and the increasing foreign investment they attract, means Russian
businesses have significant development
potential. These points, and particularly
the latter, are vital in impressing any foreign business leaders who come to Russia
on a business investigation trip to test the
water before investing.
Business trips abroad can potentially be
tiring and psychologically stressful owing to
the absence of common language and cultural differences. Normally simple pursuits
such as watching TV or going shopping
become difficult, so more attention-consuming tasks such as establishing business
relations or negotiating over investment are
a headache waiting to happen. The situation
can seem hostile and uncertainty reigns. But
this can be sidestepped by simply opening a
phone directory and turning to ‘R’ (in Russian the ‘r’ sound is written like the English
‘p’) and looking up the local Rotary Club.
And it’s quite likely you’ll find one; there
are now 91 branches across Russia, from
Kaliningrad in the west to Vladivostok in
the far east, from Krasnodar in the south to
Murmansk in the north, while back in 1990
there was just one.
Our growth inside Russia mirrors our
growth across the world at large, and today
we have branches in 160 countries. Rotary
is a point of call for the world’s international businessmen, uniting entrepreneurs,
senior managers, investors and others who
have become successful in their respective
fields. Generally speaking ‘Rotarians’ tend
to hail from small- and medium-sized firms
and have a strong interest in cultures different to their own. To this end Rotary helps
people to better understand and integrate
into the culture they have chosen to work
with. Cultural awareness and knowledge
is a crucial factor in successfully holding
negotiations and setting up businesses in a
particular country. It is also instrumental in
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widening an individual’s outlook, helping
them to establish new contacts and gain
new skills which may prove invaluable in
certain situations. This has certainly been
the case with me; in my 15 years in Rotary
I have made the acquaintance of a wealth of
new contacts, many of whom have helped
me in my career or in running my business.
We commonly invite various business
leaders, officials or simply interesting people to talk at our club’s meetings. Whatever
their topic of choice they all seem to make
the point that Russia and the Sverdlovsk
region in particular are enticing to foreign
investors. This, they point out, is not only
due to the availability of natural resources,
the traditional attraction of Sverdlovsk,

but due to the development of high technology that has the potential to improve
quality of life. They point to the emphasis
the authorities place on education and science here, something our members know
well as there is a host of scholarship holders
among them. Rotary is deeply involved in
worldwide student and specialist exchange
programs and thus helps prepare the next
wave of highly-qualified specialists, the
very people who will bring out the sorts of
high technology that our speakers tell us
international investors are excited about.
We consider ourselves a very democratic
organization. Rotary’s internal structure is
such that it allows every single member to
set out his or her leadership credentials to
climb the member hierarchy. From rank
and file members to district governors everything is performed on a voluntary basis.
Our members need to be self-sufficient,
independent and capable of taking on the
workload required of them as part of their
membership, hence becoming a member is
not necessarily an easy matter. Members
are only accepted on the basis of referral
by existing members and even then have to
go through a trial membership period. We
look not just for businessmen but for businessmen who are highly ethical, sociable
and engaging towards other cultures. But
those who do successfully join usually find
what our existing members found, namely
that in most countries Rotary membership
is seen as a sign denoting high morals and
respect in a person.

The Rotary Club was founded in 1905 in Chicago by attorney Paul P. Harris
and several of his acquaintances who decided to gather each week to discuss
their problems. They were all new to the city and lacked business connections and contacts. The club’s name derives from the verb ‘to rotate’, a reference to when the responsibility to provide facilities for the club’s meetings
rotated between members. By the 1920s the club had branches on every
continent and the organization was renamed Rotary International. In 1985
the club’s members vowed to vaccinate every child in the world against polio,
a project on which by 2005 they had spent $500m. Having previously been
an all-male club, in 1989 the club began accepting women.

Community Leaders
Evgeny Artyukh, Chairman of the Sverdlovsk regional branch of OPORA ROSSII (Russia’s Support),
All-Russian Organization for Small and Medium Sized Businesses

SME's: the Vehicle Delivering Russia’s
Economically Liberal Class

Small- and medium-sized enterprises (SME) are the key, underlying ingredients necessary of
forming a middle class, the most stable part of any society.
SME’s are instrumental in reducing the gap
between the haves and the have-nots by
forming a layer in between which will can
both reinforce society, the state and help
bolster the economy. They are economically crucial not only because they create jobs
but because they are represented by those
who, in relying less on the state and large
corporations and more on their own businesses, form an economically liberal and
self-sufficient class.

Small Businesses Demand Real
Support
That the state needs to support SME’s is
beyond question, but businessmen need to
accept that, in return for it, they need to
increase openness and transparency. To a
point the state is already living up to its part
of the bargain, having relaxed requirements
and legislation governing business practices and introduced tax incentives for small

businesses. More and more SME’s are arriving at the realization that conformity with
state requirements will render them eligible for support and, as a result, SME’s are
occupying an ever greater slice of Russia’s
economic cake.
In some advanced economic countries,
self rather than state regulation prevails.
Russia is not without its own variants, as
organizations such as the National Association of Stock Market Participants, Russian
Guild of Realtors and Ural Self-Regulatory
Organization of Professional Participants
of the Legal Services Market show. Sectors
where there are no such regulators boast
unrestricted access and require no licenses
and qualifications from businesses before
they can trade. But market requirements,
along with the presence national and foreign companies in the regions which can
act as role models of higher standards,
encourage regional businesses to change
for the better.
The Sverdlovsk region has always been
a science-intensive one, so without doubt
its sci-tech and innovative sectors have considerable scope for development. Indeed,
there are a number of local and federal
programs in place which were set up to help
fund innovative projects. The more innovative among metallurgic and engineering
companies are also developing, though an
ongoing lack of investment is hindering the
speed of their progress. Venture funds are
a partial solution here but they are insufficient to single-handedly turn this situation
around.

Integration Difficulties
The present climate doesn’t favor banks
funding SME’s, so investment from foreign
companies into SME’s and into setting up
joint ventures is vital. But foreign investors
demand in return total conformity with
western standards and transparency, something that a small business may have difficulty delivering on. Their general transition
towards western standards will be a timely one. However, a three-pronged attack is
the first stage to redressing the problem: ar-
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riving at a civilized level of business, setting
up venture funds and the continued emergence of business consultancies capable of
helping firms change their ways.
Medium-sized businesses are further
ahead, with examples abound of their
participation with foreign companies. The
number of foreign businessmen visiting
the region on business has increased and
increasingly delegations from Russian
firms – their actual and potential partners
– are making the return trip. This trend is
particularly prevalent in the construction,
tourism, furniture manufacturing and trade
sectors.

Social Responsibility of SME's
SME’s rightly have expectations on their
shoulders regarding their social responsibilities. On the whole this is something
embraced by firms, a growing number of
which are coming to realize that business
is fundamentally interlinked with state and
society. Running a business legally is socially beneficial and significant in itself. Businesses are now capable of carrying out social programs not only in collaboration
with the authorities but also alone and under their own initiatives.
There are real examples of this. Law
firm Lev (Lion) supports Ural artists and
provides aid to orphanages. Businessmen
and citizens alike, through organizations
like the local Rotary Club, are patrons of
several orphanages, while other companies
such as Tehsoyuz and Kinomax organize
free charitable visits to the cinema for
retired people. These are just some of the
many examples of this kind.
But the fundamental social significance
of SME’s is, of course, that they create jobs.
This is good in itself but also means that, as
more and more such firms emerge, job applicants will have a wider choice of prospective employers and bring about competition
among firms to attract the best staff. This
has to be a good thing, particularly in small
towns dominated by and dependent on one
behemoth employer.
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Marina Ushenkina,
Director of Economic Division in MARCHMONT Capital Partners

Region of Great Opportunity
The Urals’ region is the richest region in Russia in terms of raw mineral wealth. For this reason its
development has mainly relied on the mineral extraction and metallurgy industries which play a very
important role in the region’s economy.
The Sverdlovsk region, one of the major
economic regions in Russia, is located right
in the centre of the country, on the border
between Europe and Asia and is connected
to all the other regions by highways, railways and airlinks that make this region a
very good centre for the distribution of industrial products. This is one of the reasons
why this region is one of the most attractive
areas in Russia for potential investment. It
can be compared to Moscow and Saint Petersburg, and in many areas it is more developed than any other Russian region.
The region has high investment potential
for a number of reasons: a stable political
situation in the region, a number of different
kinds of industrial production, the development of new and promising branches of science an industry, legal support for investors
and a decrease in red-tape barriers which
hinder investment. Other reasons are that
the Sverdlovsk region has a mature market,
natural resources, a developed science and
technology sector, a good labor market that
is already highly skilled, a strong business
infrastructure (consulting, banking and
other services), available utility networks,
gas lines, electrical power and a developed
communication system (including information networks).
Analysis of foreign investment levels in
different sectors of the region’s economy
have shown that companies that have
managed to attract foreign investment
belong predominantly to the sectors of
retail business and public catering, industry, building, telecoms, procurement and
sales, all of which are important commerMarina USHENKINA
A leading expert in investments, banking
and corporate finance. Between 1995 and
2003 she worked for the regional branch of
Westdeusche Landesbank (WestLB) in Nizhny Novgorod, between 2001 and 2003 she
served as the Head of this branch. Following
her work with WestLB she was appointed as
the Financial Director of the German company Troplast. She Joined MARCHMONT in
2006.
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cial activities which help keep the market
functioning.
Ekaterinburg, the region’s administrative centre, ranks third in Russia for investment attractiveness. During the last few
years the city has demonstrated very high
growth rates. According to international
experts, Ekaterinburg is one of the ten most
attractive for investment of all the world’s
cities. This means that the inflow of foreign
investment into the Urals’ capital is going to
grow considerably in the future.
There are yet more factors that show
Ekaterinburg to be very well developed in
terms of both economics and investment.
One of them is that according to Jones Lang
LaSalle’s specialists, Ekaterinbug’s commercial real estate market, alongside with
that of eleven other large Russian cities, is
growing and becoming more and more attractive for investors. In 2006, investment
in large cities was around 10-20% of the
total amount of investment in commercial
real estate. In 2007, this figure is estimated
to reach 15-20% or 4.5 billion Euros. The
forecast is that by 2008 Ekaterinburg will
be one of the three most attractive cities
for investment. Today, due to the rapid
development of its economy Ekaterinburg,
stands at the same level as western European cities. There are a large number of
big companies that would like to enter, and
remain permanently in, the Ekaterinburg
market.
The fact that the largest foreign owned
bank in Russia, Raiffeisen Bank Austria,
has opened its regional branch in this city
also underlines the region’s importance.
They said the reason for them to open
this regional branch was the region’s attractiveness for foreign capital. There are
many companies in the Sverdlovsk region
that cooperate with western countries. The
Ural’s capital has a great deal of experience
with such cooperation. There are a number
of regional branches of large American
companies in Ekaterinburg that are very
interested in collaboration. Examples of
this include, insurance company AIG, or
Hewlett-Packard, the world’s leader in
IT. It is clear that at this point, foreign

Investment Potential of the
Sverdlovsk Region:
55
55
55
55
55
55
55
55
55
55

political stability in the region;
positive attitude of the regional
authorities to foreign investors;
sizable markets with numerous market
players;
large number of natural resources
deposits;
variety of industrial production activities;
high sci-tech potential;
availability of skilled work force;
developed transport system;
availability of utility and sewage networks,
gas pipes and power supply lines;
developed communication system

investors are ready to invest their money
in engineering, the oil and gas industries,
the production of medical equipment, the
petrochemical industry, the timber industry
and tourism.

WHY EKATERINBURG?
55 During the 18th century the Urals saw
the appearance of over 25 large scale
metallurgic factories
55 Close to 5 million people live in the
Sverdlovsk region, 2.4 million of whom
are economically active
55 One of Russia’s largest industrial
centers, the Sverdlovsk region is home
to 22 academic scientific institutes and
over 100 R&D institutes, design bureaus
and other scientific establishments
55 Between 2002 and 2005 the regional
economy received over $4bn of foreign
investment
55 At present there are around 400 joint
ventures active in the region that enjoy
foreign investment
55 Ratings agency Standard and Poor’s has
increased the long-term credit rating
of the Sverdlovsk region from the B+
level up to BB-, allocating the region
a «stable» forecast rating
55 Over 50 higher education institutions
active in the region with over 210,000
students studying spicialized degrees and
35,000 new graduates produced each
year

Why Ekaterinburg?

Ekaterinburg and the Sverdlovsk Region:
at the Border of Europe and Asia

55 Location. The city of Ekaterinburg,
the administrative center of the Sverdlovsk region, is located on the border between Europe and Asia. It lies in the eastern flank of the Middle Urals, on the
banks of the river Iset (a tributary of the
Tobol river), 1,667km east of Moscow.
The city stretches 15km from its western-most point to its eastern-most, while
26km separate the city’s northern and
southern-most tips.
55 Territory. Ekaterinburg and its surrounding towns together form the Ekaterinburg City municipal territory which
spans 114,3000 hectares. It is planned to
merge the city with the municipal territory, a move that will see the overall size of
the city increase by 66 hectares.

Local Population:
Ekaterinburg –1,336,000
University students – 210,000
Including surrounding
towns and villages – 2,060,000
The Sverdlovsk region – 5,000,000
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55 Administrative center. Ekaterinburg
is the administrative center of the Sverdlovsk region, the so-called and self-styled
Capital of the Urals, known particularly
for its strong science and art scenes. Ekaterinburg is the fourth largest scientific city
in Russia, after Moscow, St.Petersburg and
Novosibirsk.

55 Population. According to figures released in 2006 more than 1.3 million people live within the Ekaterinburg City municipal territory, making it Russia’s 4th
most populated city after Moscow, St Petersburg and Novosibirsk, while taking
into account the surrounding towns as
well stretches the population to over two
million (4th after Moscow, St.Petersburg
and Samara). The wider Sverdlovsk region
is home to five million people.
It is anticipated that in future birth
rates and life expectancy will increase
and death rates will decrease, leading to
an eventual overall increase in the population of the region.
55 Climate. Ekaterinburg’s climate is
continental. In comparison with western
regions of the European part of Russia situated on the same latitude, the city experiences longer winters, more sporadic and
changeable temperatures and lower humidity.
The Urals’ climate is characterized by
frosty winters, deep snow cover, significant
drops in temperature, while it also experiences colder summers than in central Rus-

Geography and Economics – Critical Factors
sia. The winters last around five months,
from November to mid April, during which
temperatures can stoop to minus 35-40°С
(minus 31-40° Fahrenheit). Summers
are short and last for 65-70 days with an
average temperature of around 20°С (68°
Fahrenheit).
Natural resources. Much of Russia’s
extraction of minerals such as vanadium,
bauxites, chrysotile-asbestos, iron ore and
fire-clay, comes from the significant natural resources deposits present in the Sverdlovsk region.
There are many deposits of nickel ore,
precious metals, mining and non-ore raw
materials for metallurgy and semiprecious
stone raw materials, while there are also
practically inexhaustible resources of
building materials. Underground sources
of drinking water are also present in the
region, supplying 158 cubic meters of
drinking water a day to 52 of the region’s
residential areas. There are fields of black
and brown coal, chromites and manganese, and deposits of oil and gas are also
expected to be located before long.
In recent years resources of copper
ore, flooring cement and even a new type
of golden ore, uncommon to the Urals
region, were found and provided new
opportunities for extraction. As a result,
gold mining operations in the Sverdlovsk
region doubled, while a few more potential extraction areas such as  the Vorontzov
deposit have been identified recently.
However, any further development of
the region’s natural resources and mining
industries will prove difficult: the discovery of large resource deposits is impeded by
the deterioration of mining and geological
conditions and by the increasing difficulty
in finding raw materials of suitably high
quality. This is all the more concerning
as these industries are key to the health
of the metallurgy sector, a fundamental
sector of the regional economy which has
great bearing on the lives of many of the
Sverdlovsk region’s citizens.
80% of the Sverdlovsk region is covered
with forest, with 16 million hectares of forest land in total of which 63.5% is coniferous (pinery and fir greens) forest.

Ekaterinburg
is home to the
following diplomatic
representations:
Armenia (honorary consulate)

55

55 Transport. Ekaterinburg is located at
the cross-roads of major transport routes
between eastern and western Russia.
The famous Trans-Siberian Railway goes
through and stops in the city as part of its
vast journey. In terms of air travel, Koltzovo Airport in Ekaterinburg has interna-

Austria (honorary consulate)
Belarus (regional branch of the
Moscow central embassy)
Bulgaria
China (consulate general, no
visa department)
Czech Republic, (consulate
general with visa department)

tional status and is one of Russia’s largest
air terminals. The airport serves 38 destinations within Russia and the CIS as well
as a dozen foreign countries including
Germany, France, Turkey, Malaysia, the
Czech Republic, Italy, Spain, Egypt and
the UAE. Foreign airlines including Austrian Airlines, British Airways, Czech Airlines, Lufthansa and Turkish Airlines run
regular flights into and out of Koltzovo.
For motor transport, Ekaterinburg
ranks third in Russia after Moscow and
St.Petersburg for the percentage of the
population who own cars.
55 Investment. In December 2005 the
Standard and Poor’s rating agency upgraded the long-term credit rating of the Sverdlovsk region from B+ to BB-, with a forecast rating of ‘stable’. This reflects the fact
that the Sverdlovsk region is one of the
most developed industrial regions of the
Russian Federation (foreign currency liabilities rating: BBB / Stable / A-2; national
currency liabilities: BBB+ / Stable / A-2)
in which its manufacturing industry, currently in the process of being upgraded and
modernized, still prevails.
Standard and Poor’s is not the only agency to officially recognize the Sverdlovsk
region’s investment climate. In 2005 and
again in 2006 independent Russian rating
agency Expert RA awarded the region an
investment rating of 1B: “high potential –
moderate risk”.
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Germany (consulate general
with visa department)
Kyrgyzstan
Mongolia (embassy division)
The United Kingdom,
(consulate general with visa
department)
The USA (consulate general
with visa department)

Consulates planned
to be opened
in Ekaterinburg:
Azerbaijan
France (September 2007)
Hungary (end of 2007)
Italy
Japan
Serbia
Vietnam (end of 2007)
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Why Ekaterinburg?

Power’s Stronghold
In Spring of 1723, following a decree from Peter The Great (Peter I) construction on Russia’s largest ironworks
started in one of the Urals’ fortresses. On November 18 of the same year production began of metalwork forging
hammers, and so this day is considered to be the city of Ekaterinburg’s founding day.
The fortified factory was named Ekaterinburg after the Empress Ekaterina I and the
patron saint of mining, Saint Martyr Ekaterina. The newly-born city started developing at a rate which would one day see it
become one of Russia’s major cities; within
ten years the ironwoks plant was outclassing other plants in Russia and across the
world in terms of its state-of-the-art equipment and methods.

Peter’s Right Hand Men
At the beginning of the 18th century Russia was at war with Sweden over a territorial dispute regarding the exit into the Baltic sea. The Russian army needed weapons,
and to this end Peter I met an armorer by
the name of Nikita Demidovich whilst visiting Tula. Peter was impressed by Nikita’s
skill and business qualities. The emperor enlisted Demidovich as his right hand
man to oversee the restructuring of Russia,
posting him to the Urals in 1702 where he
began building new factories. That Demidovich had strong links with the emperor
meant the Urals region had an advantage
in its development, as Peter offered his full
support in whatever way it was needed.
Between 1716 and 1720 production
at a number of the region’s factories was
launched, including the Verhnetagilsky
cast melting factory and the Shuralinsky
and Bingovsky drop-hammer factories. In
1720 the Vyisky blast furnace factory was
founded on the site where, two years later,
the first cast iron made from Vysokogorsky
deposit ore would be produced. Further
factories followed, with the Nizhnelaysky
drop-hammer factory and the Nizhnetagilsky cast-melting and ironworks factory
built in 1722 and 1725 respectively, the
latter built with the biggest blast furnace
in Europe at the time. In 1720 the emperor
bestowed upon Demidovich nobility status
and the surname Demidov in recognition
for his services to the country. This was the
start of the famous Demidov dynasty whose
representatives at the turn of the 19th century were the very embodiment of Russian
entrepreneurship in Russia and beyond.

Gateway to Asia
In 1725 in Ekaterinburg a mint factory
was set up which would provide Russia

26

with copper coins for the next century and
a half. The following year a lapidary factory was built which became the principal Urals supplier of semi-precious stones
to St.Petersburg and many European capitals. The melting of gold extracted from local deposits also ensured Ekaterinburg was
instrumental in the country’s gold mining
industry.
The region’s transport infrastructure
received a boost when In 1763, under
Ekaterina II, the main road of the Russian
Empire was built through Ekaterinburg.
Connecting Moscow with Siberia, it was
known as the Moscow Tract between Ekaterinburg and Moscow and the Big Siberian
between Ekaterinburg and Siberia. Just as
St Petersburg was considered Russia’s “gate
to Europe”, the arrival of the road saw Ekaterinburg become known as Russia’s “gate to
Asia”, connecting the country’s European
and Asian parts.
Since 1840 Ekaterinburg has been a
metalworking center of Russia. The demand for transport means was growing.
In 1878 the city was connected with Perm
by the railway and turned into the railway
center of the Urals. At the same time light
and food industries and financial establishments were developing fast. During these
times the population of the city increased
dramatically.

Russia’s Center
of Metalwork
By the beginning of the 20th century Ekaterinburg had become one of the largest
regional centers of Russia. No one knows
what would have become of the city had
the revolution of 1917 never taken place.
The events that took place on 17th and
18th July, 1918, were particularly crucial
in Ekaterinburg’s history, as the Bolsheviks
shot the former Russian Emperor Nikolay II
along with his family and servants in the Ipatiev house in the city. Today the so-named
Cathedral-on-the Blood stands on the site
of this momentous event. In 1924 Ekaterinburg was renamed Sverdlovsk after Bolshevik party leader Yakov Sverdlov and in
1934 became the administrative center of
the Sverdlovsk region.
The post-revolution authorities were
determined to see the city become one of

the industrial and economic centers of the
country. In 1933 production at the world
famous Uralmashzavod heavy engineering
factory was launched, so too at the Uralelectrotyazhmash multi-industrial electrical plant in 1935 and at the Turbine Motor
factory in 1940. Around the same time
Verh-Isetsky factory launched the production of electrical steel. The region wasn’t
only coming on industrially; its transport
system was undergoing sustained development , notably by the major restructuring
of the region’s main railway junction and
the introduction of flights to Moscow and
Irkutsk, while the region was also making
major strides on its way to becoming a major scientific and educational center.
During the Second World War the city
of Sverdlovsk was one of Russia’s major
arsenals and churned out much of the
arms needed at the front line. The war
also provided a boost to its scientific
and educational sector as a number of
organizations such as institutions of the
Academy of Science, other higher educational establishments, theaters, museums
and publishing houses were evacuated to
Sverdlovsk to ensure their survival during
the war.
Economic, cultural and social development continued in the post-war years.
Mechanical engineering formed the backbone of the economy, while light industry
had also developed sufficiently by this time
to constitute a key sector. The region was
home to over a dozen of higher education
establishments and a hundred scientific
research and design organizations. By 1967
the region’s population had risen to over a
million people, fueling an increase in the
construction of residential housing and
districts.

Market Reforms
In 1991, as Russia went through the speedy
process of privatization that symbolized its
transition to market economy and made billionaires of a select few, Sverdlovsk reverted to its original name of Ekaterinburg. As
the state lost control of the national economy, overall levels of production dramatically decreased. Amid the complicated
transitional conditions the new owners of
businesses in Ekaterinburg and the Sver-

Some Facts from History
dlovsk region had to learn new managing principles, while
around them were social clashes and pressure emanating
from the conservative forces of old who had managed to retain a presence in the State Duma.
Things went from bad to worse as a period of economic
stagnation, blamed by many on then prime-minister Viktor
Chernomyrdin, was followed by the financial crisis of 1998,
willfully caused by a team of young reformers headed by Anatoly Chubays, leader of the liberal wing of Boris Yeltsin’s team.
The strict, pragmatic and unpopular financial policies they
put into place were intended to give the national economy
added impetus to get back onto its feet. Soon, industrial
production both in the city and the region rallied, and by the
start of 1999 the picture of demise had been replaced by one
of stable growth.
Since 2003 the economy of Ekaterinburg and the region
have enjoyed intensive growth, and judged against a range
of criteria, including industrial production, service industry,
communication sector and finance markets, Ekaterinburg is
now one of the main centers of Russia. Ekaterinburg’s development into a multifunctional center is testament to the
need felt by many Russian regions to integrate into the global
economy.
Ekaterinburg’s advantageous geographic position, on the
border between Europe and Asia, played an important role
in the city’s destiny. Today, Ekaterinburg is a multifunctional
center uniting distribution, financial, transport, logistics,
managerial, social and innovative functions. International
air routes are well presented here.

Capital of the Urals
Today, Ekaterinburg is the center of the Ural Federal District,
the Privolzhsky Ural Military District and the Sverdlovsk region. Ekaterinburg is playing an increasingly important and
notable role in the economic, social, political and cultural life
of Russia and it’s not by chance that Ekaterinburg is recognized as the capital of the Urals and Russia’s third city.
Today Ekaterinburg is also home to heavy machine
building and high precision instrumentation building using
state-of-the-art technology. The city’s 25,000 businesses – a
figure bettered only by Moscow and St Petersburg – sell their
wares to 97 countries worldwide, with many involved in the
production and pilot testing of prototypes of ground-breaking
equipment. Each year international companies participate in
over 170 exhibitions held in Ekaterinburg.
Ekaterinburg is also growing in recognition on the world
stage, evidenced by the consulates and diplomatic representatives active here, from countries including the USA, UK, Check
Republic, Germany, Kyrgyzstan, Belarus, Bulgaria, Italy and
Armenia. In terms of trade, also resident is a branch of the
European Bank for Reconstruction and Development, various countries’ chambers of commerce and over 200 regional
branches and affiliates of international companies. Foreign
cultures and languages are promoted to Ekaterinburg’s residents through the British Council and other centers promoting countries including Hungary and Finland, while the city’s
own culture and attractions bring in thousands of foreign
tourists each year.
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A Few Dates from Ekaterinburg’s History
1702 – A major project to construct new factories, launched by
decree from Peter I and led by Nikita Demidov, began in
the Urals
1720 – Peter I dispatched his artillery captain, Vasily Nikitich
Tatischev, to the Urals to oversee the running of state
factories and help the region move from wilderness to
production center
1723 – O
 n the banks of the Iset river Captain Tatischev and General Gennin, the latter having been appointed a new mining
authority, began construction of a new town and, at its
heart, a new factory
1725 –	In Ekaterinburg the Mint factory was founded where ‘platas’ copper square coins were made.
1745 – S
 hartash Erofey Markov, a villager, found near Ekaterinburg a piece of quartz with gold insertions, kicking off what
is believed to have been Russia’s first gold rush.
1763 –	The main road of the Russian Empire was built. The stretch
of the road connecting Moscow and Ekaterinburg was
known as The Moscow Track, while between Ekaterinburg
and Siberia it was The Big Siberian.
1819 –	In the Urals platinum, diamonds and emeralds were found.
The city was becoming rich. At the same time it was turning into the center of stone working.
1840 – T he beginning of a boom in metal working development
1878 – E katerinburg becomes the railway center of the Urals
1918 – The Bolsheviks shoot the last Russian Emperor, Nikolay II
at his Ipatiev residence, along with all his family and staff
1933 – The Urals Plant of Heavy Engineering , the world’s first
giant factory, begins production.
1924 – Ekaterinburg is renamed Sverdlovsk
1941–	During the Second World War the main factories and scientific, educational and cultural institutions were relocated to
Sverdlovsk. The city became a center of military production
to feed Russia’s war effort.
1967 – T he population of Sverdlovsk climbs over one million.
1991 – T he city is once again renamed, reverting to Ekaterinburg
2002 – Ekaterinburg

is named “Best Region of the Russian Federation” in the Golden Ruble All Russian Contest on the Financial Development of the Russian Economy competition
2003 – Intensive growth in the economies of Ekaterinburg and
the Sverdlovsk region. For its social, economic, industrial,
scientific and cultural achievements, as well as for its efforts in supporting small and medium-sized business, Ekaterinburg is awarded the prolific Glory of Russia state
award.
2005 – Again wins the Golden Ruble All Russian Contest on the
Financial Development of the Russian Economy competition
(“Best Region of the Russian Federation”)
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Why Ekaterinburg?
Vladimir Mikityuk,
Scientific Associate at The Institute of History and Archeology, the Urals Dep. of the Russian Academy of Science

Business People of the Urals

At the turn of the 18th century, during the reign of Peter the Great, the regional economy of the Urals
underwent significant development, principally involving building metallurgical factories.
Then, the most prominent entrepreneurs
of the Urals were Nikita Demidovich and
Akinfiy Nikitich Demidov who founded
more than 25 steel works factories, some
of which remain in operation today. For a
long time, a considerable amount of iron
owned by Demidov and other Urals mine
owners (such as the Osokyns, Stroganovs,
Turchaninovs and Yakovlevs families) was
exported to Great Britain and other European countries. Thanks to the Demidovs
and their supporters metallurgy cemented
its position as the key industry of the Urals
economy for the next few centuries.

The Dawn of Entrepreneurship
In the 19th century Ural entrepreneurship
was supported by Ekaterinburg merchants
Stepan Balandin, Tit Zotov, Yakim and Anika Ryazanov and many others. They discovered large gold deposits in Siberia and the
South Urals. The large scale gold mining
carried out by the region’s entrepreneurs
enabled Russia by the end of the first half
of 19th century to stabilize its financial po-

sition. At the turn of the 20th century the
Urals became the largest mining center in
the world, thanks largely to the discovery
of a major platinum deposit, most of which
exported.
At the turn of the 20th century the Urals
entrepreneurs played a significant role in
the development of many of the region’s
industries, including distilling, flourgrinding, brewing, textiles and chemicals.
Prominent among businessmen of that
time were the distillers Alfons PoklevskiyKozell and Petr Zlokazov, millers Alexander
Borchaninov, Evegeny Pervushin and Ilya
Simanov, and many others.
Business people of the Urals significantly
influenced not only the economy but also
the charity, culture and social life of the region. Many hospitals, orphanages, schools
and even Ekaterinburg’s first theater were
founded and paid for by these influential
figures.

The Foreign Footprints
of the Urals’ Economy
The Urals have long attracted the interests of foreign entrepreneurs. During the
18th and 19th centuries the number of
businessmen in the region surged, most
of whom were foreign nationals who also
held Russian citizenship. By the 20th century the most prominent entrepreneur was
Andrey Knauf, a German merchant from
Moscow who rapidly acquired a group of
metallurgy factories in the Knauf and Zlatoust mining districts. In both of these districts Knauf launched new manufacturing
methods and processes and also began
Russia’s first production of steel scythes
at the Artinsky factory.

During the second half of the 19th and
beginning of the 20th centuries the number
of foreign entrepreneurs active in the Urals
region considerably rose again. Most were
from Great Britain and Germanic countries,
particularly Prussia. At first they mostly
invested small and medium-sized capital
in trade and industrial production, but in
1844 an Englishman named Peter Tet took
the major step of founding a mechanical
factory in Ekaterinburg which steadily
grew into a major engineering firm, eventually becoming an integral part of today’s
Uraltransmash industrial company. And
he wasn’t alone as a foreign contributor
to the Urals economy - indeed the region’s
brewery industry emerged largely thanks to
the efforts of a group of Prussians such as
Ernest and Emma Filitz.
Also around this time representatives of
big businesses from Europe – particularly
Britain, Germany and France – and from
America started investing in the development of the region’s mining and metallurgical industries. Metallurgical factories
in the Kashtym and Sysert mining districts
came under foreign ownership and were
upgraded and modernized. Many European
products began to flood into the Urals region, particularly from German producers
such as Fridriech Krupp.
The shaping of the Urals’ economic
landscape has had considerable foreign input through history. This remains the case
today and, as its regions and cities vie to
attract investment, will surely be the case
in the future.

Vladimir MIKITYUK,
Research assistant at the Institute of History and Archeology Ural Division of the Russian
Academy of Science
Between 1984 and 1990 Mr Mikityuk taught history at schools before working as a junior research assistant at the Institute of History and Archeology of the Ural Division of the Russian Academy of Science in 1990. Afterwards he rose to become a research assistant firstly at the Sverdlovsk
Regional Museum of Local Lore in 1994 and then at the Institute of History and Archeology of the
Ural Division of the Russian Academy of Science in 1998. His field of expertise and interest is in the
historical development of Urals entrepreneurialism both in the industrial and service sectors.
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Luminaries of the Urals
Willim Gennin (1676–1750), statesman.
Though born Wilhelm de Gennin in Holland, Gennin
is nonetheless considered one of Ekaterinburg’s
founders. Having settled in Russia in 1698, he was
head of several Ural and Siberian mining factories
between 1722 and 1734. In 1734 he was appointed
Head of the Main Workers’ Association Supervising Office.
Akinphy Demidov (1678–1745), State Counselor
and entrepreneur.
Together with his father, Demidov built several copper melting factories in the Urals in the 18th century, later expanding operations into the vast Ural and
Altay territories. Demidov also set up 17 metallurgic
plants, 12 of which he built in the Urals. Despite a
long-held ambition to visit Altay, he died in 1745
never having made it there, and two years after his
death his factories came under royal ownership.
Pavel Anosov (1796–1851), metallurgist, mining
engineer, army major general and corresponding
(honorary) member of Kazan University.
Born in Tver, a town near Moscow, Anasov graduated from the Peterburg Mining College in 1817 before working at the Zlatoust State Factories. After
rising from supervisor to director at an arms manufacturer Anosov went on to be head of the Zlatoust
Mining Factories between 1831 and 1847, during
which time he pioneered a method of manufacturing Russian damask steel.
He developed a new method of manufacturing quality cast steel and laid foundations for techniques of microscopic analysis of metals. He is also credited
with inventing new gold-washing machines, exploring for and identifying reserves of gold and iron ore. He published several scientific papers, including
Description of a New Method of Steel Hardening in Concentrated Air (1827),
Preparing Cast Steel (1837) and About Damask Steel (1841).
Ivan Lyubimov (1838–1899), entrepreneur, statesman, 1st guild merchant [an association of prominent, wealthy merchants], patron of arts and charities.
With his brother Michael he opened the largest steamship company in the Volga-Kama catchment basin and
later built a ship factory. He also ran a cargo and passenger transportation business along the Kama and
Volga rivers with a fleet of eight passenger steamships
and 20 barges. Lyubimov was also a key figure in the
region’s salt trade, realizing the business potential of the salt boiling business and going on to sell his own high quality Permyanka brand of salt. At
other times he sat on various banks’ accounting standards committees and
was a justice of the peace (a kind of lay judge, with limited disciplinary powers but who lacked legal training). With Belgian scientist E. Solve Lyubimov
he established the Bereznikovsky factory in 1883 which produced soda using an ammonium method. Lyubimov left not only an entrepreneurial but
also social and charitable legacy. He was twice elected Mayor of the city of
Perm, to which city he would later bequeath his three inherited houses. A
well-known patron of the arts, he donated large sums of money to the con-
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struction of the city’s main theater, today the home of the Perm Academic
Opera and Ballet Theater. For almost twenty years Lyubimov was Director
at the Bogoroditsky child orphanage, simultaneously patronizing many other
charitable establishments.
Nikolay Iossa (1845–1916), mining engineer
and metallurgist.
Born in the Perm Gubernia region, Iossa graduated
with distinction in 1865 from the St Petersburg
Mining Institute, later rising to become head of the
Russian government’s mining department. There he
supported measures to modernize the Urals’ staterun metallurgic factories and later advised on the
design of new blast furnaces as part of a project
to upgrade Demidov’s factories. He later went on to work at the Zlatoustovsky metallurgic factories. Iossa was also a respected teacher; he taught
metallurgy at Ekaterinburg mining college and, from 1871, at the School of
Metallurgy at the Mining Institute, becoming professor there in 1882. Later
he worked as an advisor designing blast-furnaces on a project to modernize
Demidov’s factories. In 1890 Iossa became Director of the Mining Institute
and, having become a member of the Mining Committee of Scientists In 1885
was later elected its Committee Chairman in 1907.
Igor Kurchatov (1902–1960), physicist and inventor
of the Soviet nuclear bomb.
Kurchatov is best remembered as one of the founding figures of the Soviet nuclear industry who was also instrumental in developing peaceful implementation of nuclear
energy. Born in the Chelyabinsk region of the Urals, his
status as a respected academician led him to found and
head up the Nuclear Power Institute. Between 1943
and 1960 Kurchatov was the Soviet nuclear program’s
chief research supervisor and under his guidance Soviet scientists were able
to build several domestic and world firsts, including: Europe’s first nuclear
reactor in 1946; the Soviet Union’s first nuclear bomb in 1949; the world’s
first thermonuclear bomb in 1953; the world’s first industrial nuclear power
station in 1954; the world’s first nuclear reactor for submarines and atomic
ice-breakers in 1958.
Boris Yeltsin (1931–2007), first nationally-elected
President of the Russian Federation
Under Yeltsin’s watch the totalitarian and socialist Soviet system was dismantled and market reforms implemented. Yeltsin became President in 1991 and, re-elected in 1996, served until December 31, 1999. After the
failed coup of the State Emergency Committee in August
1991 — a coup Yeltsin was instrumental in halting —
Yeltsin became one of the most outspoken supporters
of USSR dismantlement and economic and political reforms. In power he
was also known for his harsh sanctions towards the Communist Party of
the Soviet Union, dismissing the Supreme Soviet, storming the White House
in Moscow in 1993 during Russia’s constitutional crisis and for deciding on
the military campaign against Chechnya in 1994 which continues to this day.
Political analysts and the media painted Boris Yeltsin as a split personality
— a charismatic, unpredictable and eccentric tennis-loving maverick on one
hand, ambitious, persistent and autocratic on the other. Yetsin died on April
23, 2007 in Moscow.
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Competitive Advantages
1. Beneficial location
The Sverdlovsk region is located at the heart of the Urals and Russia, at
the border of Europe and Asia. The region is one of Russia’s most significant
transport hubs, with numerous major rail, motor and air routes crossing
the region

there are more than 100 institutions involved in scientific research, design,
technology, building and other disciplines.
17 state and 10 private higher education establishments feed the region
and the country at large with a steady stream of high skilled and qualified
staff.

2. High population density
Ekaterinburg is the fourth biggest city in Russia. Around 5 million people
live In the Sverdlovsk region, with a population density of roughly 24 people
per square meter – three times the average rate in Russia. According to
the state statistics bodies’ data of April, 2006 2.343 million people are
economically active.
3. High potential of natural resources
The Sverdlovsk region is rich in natural treasures including minerals, mineral raw materials, timber and water. a national project, “The Industrial Urals, the Polar Urals” started recently, with the aim of developing the richest
resources of the Polar Urals and its surrounding areas.

8. State support for investment
In the Sverdlovsk region there is a developed mechanism of supporting
investment projects which stand to benefit from the regional economy. This
can take many forms but includes grants, tax breaks and other financial
incentives. The regional government also supports investors by guaranteeing to cover any losses on approved but unsuccessful investment projects,
paid for out of the Investment Support Fund run by the Sverdlovsk region’s
governor.
The Advisory Council on Foreign Investments has been set up in the region with a remit of increasing the efficiency of regional investment policies,
providing favorable conditions for growth in investment activity and putting
forward suggestions on ways to attract further foreign investment.

4. Large volume of industrial manufacturing
The Sverdlovsk region is renowned for heavy engineering and metallurgy,
but these are far from the only well-developed sectors the region boasts.
The region ranks second in Russia in terms of industrial manufacturing volume and third (after Tyumen region and Moscow) in terms of production
output volume.

9. Developed financial and business infrastructure
There are many financial institutions in Ekaterinburg and its surrounding
region, many of them foreign companies. International banks are well represented by the likes of Raiffeisen Bank, KMB-Bank, Societe Generale and
Home Credit & Finance Bank, while major international audit companies such
as Ernst & Young and KPMG also operate in the region.

5. High rates of economic growth
The Sverdlovsk region is enjoying considerably higher than average
rates of economic growth which, along with the region’s low debt level, have seen the region increasingly post good financial results. The
region`s budget surplus is constantly rising. In 2003 the Sverdlovsk
region was announced the winner of the Golden Ruble All Russian Contest for the Financial Development of the Russian Economy after it was
nominated for “Best Region of the Russian Federation”. Keen to further
this recognition, the region’s government is now increasingly turning its
attention towards innovative technology.

10. Corporate management achievements
More and more companies are forming partnerships to promote openness and transparency within business and amicable ways of settling business
disputes in conformity with international standards. Many large enterprises
of the Sverdlovsk region corporate management ratings and many are now
ready to enter international stock markets.

6. High level of innovation activity
There are currently several innovative complexes, such as technoparks,
on the territory of the Sverdlovsk region, specializing primarily in scientific
and technical projects concerning the manufacturing of hi-tech, competitive and environmentally friendly products. Plans are also afoot to set up
new further technoparks within the premises of some of the region’s major
industrial enterprises.
The Sverdlovsk region recently began implementation of a major project
to construct a new university. The Great Eurasian State University will be
built in the north-east part of in Ekaterinburg and will be made up of Ekaterinburg’s existing education establishments, scientific-research institutes, a
department of the Russian Academy of Science and experimental laboratories
and production facilities. A comprehensive social and support infrastructure
will also be set up as part of the project.
7. Well-developed science and education
Around a thousand doctors and five thousand Candidates of Science work
in the region’s scientific scene. The Urals department of The Russian Academy of Science comprises 22 academic scientific institutes. Within the region
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The Region’s Investment Attractiveness
Increase in Foreign Trade of Sverdlovsk Region,
% up on the previous year

Sector-by-sector Percent Breakdown
of Total Investment Attracted
into the Region
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Foreign Investment into Regional Economy
Between 2002 and 2005, millions of dollars

Those countries most active in investing into the Sverdlovsk regional economy in 2005 were: The Netherlands ($425.3m); Austria
($155.5m); Germany ($125.7m); Cyprus ($110.5m); and France
($60m).
At present there are around 400 joint ventures active in the
region that enjoy foreign investment from 64 countries worldwide.
The majority of these were set up by Cypriot, German, US and UK
investors.

Investment into the
Sverdlovsk Region
Investment into capital assets
According to the Sverdlovsk region’s Territorial Body of the Federal Statistical Service, between January and July of 2006 investment from all financial sources totaling over 57.5 million rubles was invested into the regional
economy’s capital assets, 132% up on the similar period of 2005 in comparable prices. In current price terms investment growth was 146.5%. The
region’s medium- and large-sized enterprises received just under 40 million
rubles, or 69.3%, from this total .
Foreign investment
The amount of foreign investment injected into the region between January to July of 2006 amounted to $397m (see table 7), 50% up on the similar period for 2005.
Foreign investment in the first half of 2006 was for the most part into
metallurgic production and communications ($245m and $136.3m respectively). Among the chief investors were: Cyprus ($96.7m), the USA ($84.1m),
Kazakhstan ($82.1m) and Switzerland ($74.3m).
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Foreign Investment Received Between
January and July of 2006, millions of USD
From Abroad
Total amount

397,0

including:
Direct investment

3,9

including:
contributions to authorized capital

3,6

credit received from foreign coowners of joint ventures

0,3

Portfolio investment

131,9

Other investment

169,7
The figures shows the dollar values
of investment made in rubles
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Why Ekaterinburg?
Vyacheslav Brozovsky,
Head of Beryozovsky Urban District

Beryozovsky – the Home of Russian Gold
In 2008 the Sverdlovsk satellite town of Beryozovsky, which lies 12km outside of Ekaterinburg,
celebrates its 260th birthday.
Beryozovsky was founded as a mining settlement in 1748, after the discovery of
vein gold here led to a gold rush and the
subsequent rise of the gold mining industry. After nearly two centuries of precious metal mining playing a central role
in the settlement’s life and character, it
was granted town status in 1938.
Today the town and its 16 surrounding villages – which together make up
the 1,200 square meter Beryozovsk urban
district - is home to some 65,000 people.
A variety of companies are based here,
along with educational, healthcare, scientific and research, cultural and sports
institutions, with 16 major firms in
particular forming the bedrock of Beryozovsk’s economy. Traditional industrial
sectors dominate the district’s economy,
namely building materials manufacturing, machine building, metallurgy, gold
and peat mining and wood processing,
though a well-developed service sector
is also present. The town is crossed by
a major railway line connecting Ekaterinburg with the north-east of Sverdlovsk
and Russia’s European and Asian parts.
Motorways leading to southern, eastern
and northern Russia also run through the
town.

A strategic development plan for the
town has been approved by the region’s
authorities, drawn up following collaboration between the town’s community
representatives, manufacturing and other
firms, scientists and other organizations.
Its aim is Beryozovsky’s gradual transition
towards becoming a cultural, trading and
transport and logistics center, supported
by a well-developed infrastructure.
Joint effort between the town’s officials, companies and community representatives has led to economic growth,
small business development and increased tax revenues. Today Beryozovsky
is a profitable town, and year-on-year
figures show how this has come about.
For example, by 2006, total turnover at
the region’s medium-sized manufacturing firms had almost doubled (90%)
2004 turnover, up from 1.9 billion rubles
to 2.2 billion in 2005 then 3.5 billion in
2006. The trend looks set to continue in
2007, with turnover during the first five
months of 2007 reaching 2.6 billion rubles, or 74.3% of total turnover in 2006.
These figures are even more telling when
compared to performance in 2000, since
when turnover has increase 1.25 billion
rubles, or 280%.

Volume of investment per capita,
thous. rub.
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Favorable figures aren’t confined to
the town; total profit for the district at
large is increasing year on year too. Profit
of 57.8 million rubles in 2004 rocketed
128% to 132 million in 2006, a figure
surpassed in just four months in 2007
as, by April, profit had already reached
147.9 million rubles.
Total investment into the fixed assets
of companies of all kinds amounted to
2.025 billion rubles in 2006, over 4.5
times the 448.1 million seen in 2005 and
12.1 times 2004’s level of 167.2 million.
This is in part down to the general
trend of production expansion in the
industrial sector. Hardware production
at UZPS (the Ural Precision Alloys plant)
is increasing, thanks investment by the
firm totaling some 300 million rubles.
Meanwhile, plans have been unveiled
for construction of a transport-logistics
complex which is expected to create more
than 4,000 jobs.
Residential housing is also on the
ascent. Currently housing is being built
at a rate of 0.5 square meters per town
resident. A residential program named
Great Beryozovsky, developed by Russian and French experts and backed by
no less than Russian President Vladimir
Putin and Sverdlovsk regional governor
Edward Rossel during the pair’s meeting
in December 2006, is also in place. The
project envisages construction of a 1,300
hectare neighborhood with medium
story-level houses and economy class
residential blocks. The new neighborhood, to be completed by 2025 will house
80,000 people and increase the district’s
population three fold.
The town is no stranger to major
development and industrial projects.
In November 2006 Beryozovsky was
crowned the Ural Federal District’s ‘Best
Small Town’ in terms of economic rates
at the fifth Golden Ruble contest. In the
same year the Beryozovsky was named
the Sverdlovsk town with the 9th highest
competitive potential.

The Region’s Investment Attractiveness

Strategic Development Plan of the Sverdlovsk
Region up to 2015: Transport and Road Construction
The region’s transport sector includes all modern modes of transport with the
exception of sea transport. The role of different modes of transport in carrying cargo
and passengers differs.
As is seen from data, the lion’s share of
transported goods, indeed over half all regional cargo, has been handled by motor
transport in recent years. Motor transport
is mostly mobile and flexible in reacting to
market changes. It is largely used to carry
goods within and between regional cities.
For long-distance (interregional) and international shipments, railway freight is still
more preferable and handles 80-90% of all
such shipments.
In passenger transportation motor transport again prevails. Buses carry around
34% of all intercity passengers, 60% of
suburban passengers and over 50% of passengers within and around cities. However a
number of intercity and suburban journeys
also use rail: 59% and 40% respectively. Air
transport is chiefly used for long-distance
traveling (inter-regional and international
routes). Water (river) transport is the main
means of transport in those areas of the
Sverdlovsk region where other transport
means are unavailable (particularly the
north-east of the region) and it also delivers
goods to the north of the Tyumen region
which is inaccessible by both railway and
motor transport. High priority in the region’s transport infrastructure is placed on
pipeline transport, which is a major form
of transit communication through the region. This sector is a major employer and
a source of significant profit in the region.
The region’s pipeline network also helps
supply the region with energy sources, of
which the region itself has an acute deficit.
However, the region’s pipeline network is
underdeveloped which means difficulties
are often faced in delivering energy resources to end users.

Innovation policy
Regional innovation policy for the transport sector is planned to involve:
55 Advanced development of the region’s
transport sector based on forecasts for
the region’s economic development and
taking into account inter-regional and
inter-sector specialization and integration;
55 Development of information and logistics schemes such as management of

goods and information flows in order to
track and control shipments within the
region and to provide the schemes’ users with access to the information they
need. To also create an intermodal container-type transport and logistics terminal.

Major transport routes
An important aspect in the general development of the region’s transport sector is
the redevelopment of existing motorways
and railways and the construction of new
ones.
To this end the following projects are
considered high priority for the region:
55 The extension of the Second European
Transport Corridor (Berlin – Moscow –
Nizhny Novgorod) so that it reaches
Ekaterinburg. This project is very important from the viewpoint of developing Euro-Asian transport connections
within Russia.
55 Development of interregional roads and
linking them with national motorways
55 improvement of the existing network of
major roads.
55 Construction and redevelopment of
roads with the removal of 800 kilometers of top-soil roads.
55 Providing all regional towns and cities
with access to the country’s main motorway network
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In the rail sector a significant importance is attributed to the construction of an
expected 495 kilometer railway connection
between Soyva station in the Republic of
Comi and Bauxity station near the Sverdlovsk town of Ivdel, scheduled to have
been built by 2010. The new railway line
will help to cut journey distances by up to
1,000 kilometers, thus making the process
of delivering goods to the Sverdlovsk region
easier. Meanwhile, cargo and passenger
transportation via high-speed trains is
due to begin on the Ekaterinburg-PermMoscow and Ekaterinburg-Kazan-Moscow
lines, a move which will require these lines’
technical development.
In general, the main focuses of the region’s investment policy in the transport
sector are: the redevelopment and further
improvement of all modes of transport
available in the region; the modernization
of the region’s transport infrastructure
as a whole; usage of modern technology;
renovation of carriages, ships, vehicles; and
air transport. The region’s international airport, Koltsovo, is also to undergo expansion
and redevelopment, part of which involves
building an international and state-of-theart technology-equipped cargo terminal.
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MODERN
TECHOLOGIES
55 IT production accounts for an estimated
10–12% of Sverdlovsk's total industrial
production
55 The region accounts for approximately
4.5% of Russia's computer sales market,
with annual turnover of $200m
55 The region's first business incubator
was opened in 2006. Science-intensive
projects relating to energy saving
technology are given priority status
when selecting projects to work under
the framework of the incubator
55 There are eight scientific, IT and
industrial parks in the Sverdlovsk region
55 The Sverdlovsk region is home to 400 small
businesses engaged in scientific research and
development.

Modern Technologies
Marya Smorgonskaya, senior investment manager, MARCHMONT Capital Partners

Venture Investment Trends

Its considerable economic potential and advantageous geographic position combine to make the Ural
Federal District one of Russia’s most attractive regions for new venture investment. Regional companies
enjoy strong economic relations with both their domestic and foreign counterparts, thanks in part to
the region’s location far from any areas of ethnic conflict.
Urals businesses have been working with
foreign investors since the 1980s, when the
region’s first joint ventures were set up. The
1990s saw a sharp increase in the number
of businesses attracting foreign capital. Today some 400 businesses in the region are
the recipients of foreign investment from
64 countries worldwide, including wellknown names such as Philips, National OilWell, Lufthansa, Coca-Cola, Pepsico, Henkel, Ford, Volvo and many more.

Technoparks
Today there are around 80 technoparks in
Russia, geared towards uniting business
with science and fostering their mutual development. Most of them are situated on
the sites of former scientific cities and R&D
centers of the Soviet Union, while others
are part of major companies that had the
necessary finance, infrastructure and personnel to set up technoparks of their own
undertaking.
In March 2006 the Russian government
signed a decree paving the way for the creation of further IT parks in Russia, backed
up by a state-approved plan of action. In response, the Urals’ regional authorities drew
up plans for their own locally-financed IT
park to be set up in the region. The Middle
Urals was identified an ideal location,
thanks to its unique scientific and indus-

trial infrastructure which includes metallurgical, machine-building and electronics
producers, along with 22 academic, 96
industry-specific and 32 higher education
institutions. Today there are eight scientific and industrial parks operating in the
Sverdlovsk region, home to 161 small- and
medium-sized businesses which together
employ over 8,400 staff. Estimates put the
share of innovative products as part of the
total industrial production in the Sverdlovsk region at 10—12%.
Under regional legislation drawn up to
support and encourage innovative activity,
technoparks are eligible to receive state subsidies. In practice, however, these subsidies
are granted sporadically and a systematic
approach to their allocation is needed. To
this end a special program to support technoparks will soon be formulated as part of
the regional government’s development
plan for innovative businesses up to 2010.
The concepts and ways forward decided in
this plan will have a major influence on a
planned federal technopark.
The Sverdlovsk region’s network of technoparks will soon add to its numbers with
a park for medium and large IT companies
planned for Ekaterinburg. The park is to
be a non-commercial partnership geared
towards the support and development
of innovative IT projects. The regional

authorities are currently in the process of
identifying a suitable location where it can
renovate city buildings to house the park’s
resident companies, with a quarter of the
space earmarked for one as-yet-unnamed
major IT company. Investment into the
project, most of which will come from a
closed investment fund soon to be set up,
will be returned to the fund through rental
fees which will then be plowed into developing further premises and thus expand the
park. Other income will be derived from the
resident firms paying for security, communication, parking, catering and other such
day-to-day services.
But young IT firms keen to establish
themselves in the plush and modern surrounds of the technopark will have to
compete for space. Local officials, credit
institutions and scientific establishments,

Venture Funds on the Rise
According to experts’ preliminary calculations
the accumulated capitalization of all means
managed by Russian venture funds and direct
investment funds exceeded $6bln at the end of
2006. Large managing companies such as Eagle
Venture Partners, Troika Capital Partners and
Alfa Group have all announced their plans to
create new venture funds.

Federally-Sponsored Technoparks
City

Company

Investment

Ekaterinburg

IT-Park

$4m

Kazan

Idea innovative and production technopark

$231m

St. Petersburg

Technopark within the Professor Bonch-Bruyevich University of Telecommunications

$500m

Nizhny Novgorod

Ankudinovka IT park

$580m

Obninsk

Technopark within the State Technical University of Nuclear Power

$650m

Obninsk

Technopark within a multifunctional scientific center affiliated with the Russia Academy of Science

$690m

Novosibirsk

Novosibirsk Academic City

$615m

Tyumen

Geolog (Geologist) project

$28m (1st construction phase)

36

Venture Investment
innovation-oriented funds and small
businesses will all sit on the application
committee to decide on a company’s application. Those successful will be allocated
office space and production premises at
reasonable rates (rental fees for the upper
floors, for example, are expected to be
300 rubles per square meter) along with
access to a support network including
lawyers, accountants and consultants for
three years.
Another park is to be built courtesy of
the region’s largest IT vendor CSC which
plans to open its own mini technopark in
the grounds of its existing premises. Seven
years ago CSC purchased a 1.5 hectare
industrial base which it is currently developing in preparation for its being made
available to the park’s prospective resident
companies.

Business Incubator
The Sverdlovsk region’s first state-funded business incubator, a 1,000 square meter office complex, came after the region
was chosen in a federal competition as the
winning location. The federal and regional authorities shared the 18 million ruble
($692,307) cost of the project. The incubator has the capacity to accommodate 20
small businesses which, as with most technoparks, are selected after a competition
process. The preferred businesses are small
scientific businesses which are less than a
year old and involved in projects concerning energy saving technology.
Following this, 2007 saw the opening of two further business incubators in
Karpinsk and Rezha, for which the regional
government allocated 15.6 million rubles
($600,000). A further business incubator

Venture Investment
is Growing
For the last few years the chief indicators of
investment growth have surpassed the level
of the previous year by 30%. That said, the
structure of finances attracted from abroad
is changing. Banks, industrial businesses and
international financial organizations have come
to play a more important role in venture investment.
According to research carried out by the
Russian Association of Direct and Venture Investment (RAVI) in 2005, out of the $5bn accumulated by venture funds and direct investment funds around $1.02bn was attracted by
newly created funds.

is planned for premises granted to the
Nevyanovsky small business-supporting
fund. The 1,309 square-meter site will be
renovated and equipped with the necessary
fixtures and fittings and work is scheduled
to be completed by mid 2008.

Venture Funds
The Sverdlovsk region is home to 400 small
businesses engaged in scientific research
and development. But despite the longterm profit potential of many of their projects many of them suffer from a lack of financing. Because of this several venture
funds operate in the region and in November 2005 a new fund, so named Financial
& Industrial Venture Fund of the Military
& Industrial Complex, was set up in conjunction with several military defense enterprises. The fund’s specialists deal with
venture auditing of innovative projects re-

lating to IT, ecology and medicine. Every
month several projects are reviewed; the
eventual success or failure of a selected
project allows the selectors to learn from
their choices and better appraise future
project applications, potentially meaning
a wider range of applications to be considered in the future.
Since its inception in February 2001
the Ural Venture Fund has been helping
commercialize scientific ideas and projects. The fund’s partners include the Ural
Fund of Support of Strategic Research and
Investment, a non-commercial partnership between the patent agent Novatsiya,
the Ural Interregional Certificate Center,
the Ural State Technical University and
UralTransBank. The fund considers for
review projects relating to energy, mining,
metallurgy, machine-building, transport,
agriculture, ecology, computer science and

SWOT
Strengths
Advantageous geographic position (far from areas of conflict and free of inner social conflict) and
strong economic potential combine for high investment attractiveness.
55 Unique regional scientific and industrial infrastructure including metallurgical, machine-building
and electronics producers, 22 academic institutes, 96 industry-specific and 32 higher education institutions.
55 Eight scientific and industrial parks operating in the Sverdlovsk region.
55 Innovation products manufactured in the region account for 10—12% of total industrial production.
55 The first business incubator appeared in the region in 2006. Sci-tech projects related to energysaving technology receive high priority status.
55 Two new business incubators opened in 2007 in the regional towns of Karpinsk and Rezh.
55 2005 saw the creation of a Financial & Industrial Venture Fund of the Military & Industrial Complex, specializing in high technology, ecology and medicine.
55 The Ural Venture Fund is continuously active in the Ural Federal District, specializing in projects
related to power generation, metallurgy, machine building, ecology, informatics, medicine and
other fields
Weaknesses
55 Deficit of suitably skilled and experienced managers capable of developing a business.
55 Lack of business education.
55 Lack of business angels able to help finance the start-up phase of technology-related projects
Opportunities
55 Many foreign investors working in the region from the US, UK, Germany, Cyprus and elsewhere
55 An approved state program geared towards the creation of hi-tech technoparks is in place.
55 Regional legislation regarding state support for innovative activity means technoparks are eligible
to receive state subsidies
55 A Federal IT park and a technopark are planned to be created
55 A new business incubator is scheduled for launch in mid-2008 in the regional town of Nevyansk.
55 In 2007 a closed venture fund will be created investing into the region’s small businesses. Priority status will be given to hi-tech and sci-tech projects related to medicine, recycling industrial
waste, machine building, instrument making and IT.
Threats
55 The actual state subsidies received by technoparks is sporadic and a systematic approach to allocating these subsidies is yet to appear.
55 Higher salaries offered in Moscow and abroad will lure talented scientists and managers away
from the region.
55
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medicine. Any patent holder, whether an
organization or an individual, can apply to
have their project considered.
Another venture fund will be managed by the investment funds managing
company Ermak, after the firm won the
right to manage a closed equity fund to
support hi-tech and science-related projects undertaken by regional small businesses. The 280 million ruble ($10.7m)
fund, to be financed by the federal and
regional authorities, will begin selecting
projects in 2007, with preference given
to projects concerning medicine, waste
recycling, machine building, technical
instruments and IT. Ermak will be tasked
with managing and financing the selected projects and, ultimately, help them
towards commercialization. The fund is
the latest in a series of regional venture
funds to be set up under a government
program headed by the Ministry of Economic Development.

Vitaly Berdishev,
Corresponding member of the Russian Academy of Science, Director of the Institute of Mathematics and Mechanics (IMM) associated
with the Ural Division of the Russian Academy of Science.

Ural IT Technopark

While a state program to roll out IT technoparks across Russia is underway,
it unfortunately covers only Moscow, St Petersburg, Nizhny Novgorod and Novosibirsk,
not the Urals.
But the Sverdlovsk regional authorities argue that the region is a prime location for
its own IT technopark. They have a point;
the region boasts a well-developed scitech sector which, among its military and
metallurgic production enterprises and
higher education institutions such as the
Ural division of the Russian Academy of
Science, can point to a range of scientific
developments and breakthroughs.
With this in mind, institutions including the Ural Division of the Russian
Academy of Science, the Institute of
Mathematics and Mechanics, the Ural

State University and the Ural State Technical University are working together to
set one up. The project, for which a 240
hectare area was allocated by the Great
Euroasian University, has received the
backing of both Sverdlovsk Regional
Governor Eduard Rossel and Russia’s
Ministry of IT and Communications.
Regional officials are now taking steps to
get the project belatedly accepted into the
national technoparks program.

Vitaly BERDISHEV
Mr Berdishev is a specialist in the theory of functions, numerical methods of approximation, methods of data compression and reconstruction. He is a corresponding member of the Ural division of
the Russian Academy of Science specializing in informatics and computer engineering. Since May
2000 Mr Berdishev has been Director of the Russian Academy of Science’s Institute of Mathematics & Mechanics.

38

Statistical Overview of the
Planned IT Park:

The park will be home to 10,000 IT staff, which
will eventually grow to 20,000.
Premises within the park will be made available for offices, production facilities, hotels,
services, utilities and sports facilities.
The total cost of the project is estimated at
11 billion rubles ($430m).
Probable structure of financing sources for
the project:
55 16% to come from the federal budget, to
go towards the costs of building the park’s
infrastructure
55 12% to come from the regional budget,
also to go towards the costs of building the
park’s infrastructure
55 72% to come from private investors, to go
towards construction, equipment and intellectual property costs.

Venture Investment
Vasily Belyaev,
President of the Innovation Development Fund

Engineering of Business Processes Through Science
The Innovative Development Fund was set up as an open system of financing construction, technical
upgrading and business restructuring.
Before implementing any business restructuring project a company needs to invest its
finances and time in a thorough planning
and research stage, a stage which costs an
estimated 6% of the total project cost. The
fund is a kind of engineering and scientific center used by scientific institutions and
industrial enterprises, representatives of
which make up its Trustee Council.
The fund operates under the Function
Cost Analysis (FCA) concept, a methodology geared towards the continuous perfection of production, industrial technology
and organizational structures. Put simply,

the fund helps create the market of scitech products by placing orders with small
businesses based on the needs of larger
enterprises. The FCA is widely used in the
analytical procedures of major worldwide
companies, such as Boeing, BP Amoco,
DuPont Co., Fiat, General Electric, General
Motors, Hewlett-Packard, Motorola, Nissan
Motor, Royal Dutch/Shell Group, Toyota,
United Technologies Corporation, Volkswagen, Xerox Corp. and others.
The process of business engineering
begins with an investment feasibility study
being carried out, after which all other

Vasily BELYAEV, President of the Innovation Development Fund
Mr Belyaev has a degree in energy engineering and is a graduate of the President’s Personnel Program, on which he specialized in finances and loans. He is currently the Head of the Department
of Strategic Forecasting and Investment and Intellectual Property Protection at the Urals State
University.

investment stages proceed, from initial
prototype production to full-scale serial
production.
Unlike closed administrative-territorial
formations such as technoparks and free
economic zones, the fund is not a separate
territorial establishment. A distinctive
feature of our model is that, prior to the
launch of commercial, serial production,
the fund is able to take advantage of all
the tax benefits available to non-profit and
scientific companies.
Another key feature of our model is
that it meets project expectations, offers
guarantees and protects newly established
property (including intellectual property)
by putting in place a dedicated Financial
Officer for each project.

Sergey Yakimov, Head of the Mikhaylovskoye municipal formation

Allum-Agro: Russia’s First Agricultural Technopark
The Sverdlovsk region is set for what will be the region’s – and probably Russia’s — first agricultural
technopark, to be named Allum-Agro. The park is being set up to integrate businesses of the
aluminium production and agricultural sectors with a view to establishing a new generation
of food processing businesses.
The Sverdlovsk region is an ideal location
for the park, as Russia’s largest tin foil factory is situated in the region’s Mihaylovsky
municipal district which also boasts large
amounts of arable land. This means the future technopark will benefit from modern
and reliable packing materials and a production cycle of ecologically clean, ‘fifth
generation’ natural food products – food
designed to stimulate specific beneficial effects on human health.
The attractiveness of this business lies in
its future potential and innovative nature. On
the one hand, food will exist as long as mankind exists and, on the other, fifth generation
food product companies use new technology
for growing, processing and installing the
necessary health-improving qualities into the
foods. The high interest shown in this sort of
activity is attributable largely to the govern-

ment’s striving to provide Russian consumers
with Russian-produced foods.
The innovative products, services and
process present in Russia’s scientific sector
today would be impossible but for close
cooperation and partnership between the
various governmental, business and scientific organizations, and it’s according to this
principle that the Allum-Agro technopark
will operate. This kind of cooperation is
nothing new for the Mihaylovsky municipal
district’s authorities, who have for years
been working with scientific institutions

including the Ural State Agricultural Academy and the Ural State University of Economics as well as with specialist aluminum
businesses such as the Ural Foil company,
part of Russian Aluminum, the largest
aluminum company in Russia and one of
th largest in the world. This partnership
gained national recognition after a joint
project between the authorities and Ural
Foil, so named “Packing Complex of the
Urals”, which received a gold medal at the
National Exhibition Center in 2006.

The city of Mihaylovsk is situated 130 kilometers south-west of Ekaterinburg, bordering the agricultural areas of the Chelyabinsk region and the Republic of Bashkartostan. It has well developed
industrial and social infrastructures, a transport network comprising developed motorways and railway lines, and a utilities network of power stations and water and gas supply systems. Large rural
towns with populations ranging between 200 and 1,000 people surround the city.
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Modern Technologies
Andrey Sheetik,
Director General of the Financial and Industrial Venture Fund VPK

Investment in Science Intensive Projects
The success of an investment into an innovative project chiefly depends on the comprehensive analysis
of the project and a high degree of forecast precision.

In the military industrial complex of the
USSR, as much as 75% of the total expenditure was spent on scientific development.
Russian military industrial enterprises still
use substantial intellectual resources, and
Russian conversion technologies are able to
compete on the world market. Establishing
a venture fund that could generate effective
science-intensive projects was a goal which
industrial enterprises could not reach on
their own. Thus, it became evident that a
venture fund covering a wide range of enterprises within this sector was needed.
More than 30 projects underwent thorough analysis during the eighteen months
of the Venture Fund VPK operation, out of
a total of about 70 projects initially submitted for consideration. The Fund is currently
running several projects in the areas of high
priority for Russia: bio-technologies and
nano-technologies (such as ‘liquid armor’),
technogenic waste recycling, IT development, projects in medicine (roentgenology
innovation) and ecology.
Each venture project has three basic elements which should be studied beforehand
to determine the project’s prospects, these
are: the team, the market and the production technology. The team - people who
carry out a project – is the key to success,
it should consist of people who are highly
competent in their field.
The next step is looking at the potential
market for the product under consideration.
Unfortunately, there are still a good many
projects developed either ‘pro forma’ or just
for the sake of the author’s personal satisfaction. Even if the market for the innovative
product looks promising, some questions
still remain: will the new product be better

The Most Promising Fields of
Investment:
55
55
55
55
55

Nano-technologies and nano-materials
Technogenic waste recycling (especially in
the Urals)
Medical equipment and healthcare products
IT development
Oil-and-gas production equipment
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than those which already exist? Perhaps
more importantly, will it sell? Though all
authors tend to believe in the uniqueness of
their creation, cases when the new product
has neither similar competitors nor other
substitutes are very rare.
As a rule, the final stage of a project’s
assessment focuses on the analysis of the
production technology and its innovative
characteristics. When the Fund reaches this
point, it means that the proposed product
or service is being developed by an expert
team and that there is a market niche available for the product or service in question.
The Fund takes advice from a number of
expert sector specialists and technical
personnel from the Fund’s partner defense
companies when performing technological
analysis.
As soon as the three-stage check-up is
complete, the Fund’s representatives and
the project initiators meet to discuss all
the details of their cooperation. At the
same time the Fund reviews the company’s
charter and accounting documents and
investigates the business standing of the
company and its members.
When the Fund undertakes an innovative project, it becomes one of the shareholders of the enterprise and inserts its
finance, law, IT and HR specialists into the
company’s management to minimize the
risks of the investment and reinforce the
team.
The possible risks of project investment
exceed the risks of bank deposit-type of
investment, but the profit it yields is also
higher. The Fund’s current authorized
capital stock amounts to 80 million rubles,
the cost of the projects we accept for

consideration may vary from $100,000 to
$1,000,000. The Fund can carry out the
selection, analysis and financing of the
projects at its own expense, but it can also
work with outside investors.
At present, the Fund is able to coordinate the activity of different levels of power,
thus being the first in Russia to apply the
concept of public-private partnership in the
venture capital industry and infrastructure
development within a specific region. Public authorities want to set up the regional
infrastructure of venture investment in
order to make science-intensive production, which is deemed a sector of strategic
importance to Russia, attractive for private
investors. In regional public-private venture
funds, the share of equity held by private
investors will be 50%. The remaining part
is the state’s share, which will be reduced in
time, however this initial fifty-fifty ratio will
help to minimize risk and make this type of
financial investment more attractive.
In fact, the Fund’s mission is to implement the federal policy of strengthening
the high-technology and science-intensive
sector of the regional economy. Our activity
is aimed at fostering and developing new
forms and types of economic activity, thus,
first and foremost, we work for the benefit
of people, and try to give them every opportunity to realize their immense potential
and right to free enterprise. After all, it was
the exceptional spirit of venture enterprise,
resting on the opportunity to realize skills
and abilities, which led to the rise of Silicon
Valley in the US, a model the whole world
tries to follow.

Andrey SHEETIK, Director General of the Financial and Industrial Venture Fund VPK,
Deputy Director General of the Center for Informational and Financial Technologies
CIFT.
A Graduate of the Ural Academy of Public Administration, he started his working career as an
Advisor on Competition Promotion in product and financial markets at the Ministry of Anti-Monopoly
Policy of the Russian Federation. In 2003-2007 he held the position of Deputy Director General of
the investment finance company, Unicom Partners.
In order to upgrade his qualifications he received additional education at Ural Law Academy and
Ural University of Economics, where he completed financial management and project management
training programs.

Venture Investment

Sludge Selling: the Profitable, Environmentally Sound
Side of Red Sludge Waste
Every year more than a million tons of bauxite refining residue is used in sludge storage at the Ural’s
two aluminum smelting works. But red sludge is valuable powdered waste, rich in elements which,
if extracted, could prove profitable.
Recycling industrial waste is an effective
means of reducing industry’s adverse effects on the environment, and this is particularly true at aluminum smelting works
that process bauxite. The Ural branch of the
Russian Academy of Science’s Institute of
Solid Bodies has developed block technology for red sludge recycling in alumina production whereby the the cumulative effects
of each stage allow for maximum extraction
of valuable elements.
Most reasonable would be to implement
different technology at different stages.
For example, the first stage might ideally
involve magnetic treatment of red sludge,
using magnetic fields of varying intensity.
This process allows for the extraction of the
following products:
55 Aluminum-based raw materials that
contain enough aluminum to be reused
in the aluminum industry.
55 Ferriferous raw materials from which
can be obtained a number of elements
used in the production of new alloys
which are used in nearly all sectors of
knowledge-intensive production.
55 Residuals obtained after the second
phase of magnetic separation (with low
magnetic fracture content), which are

used in the production of a wide range
of building materials.
Steps to fight pollution and maintain
ecological balance are necessitated by the
technogenic contamination that will come
as the result of expanding aluminum production. The Sverdlovsk region has copious
deposits of timan bauxite but these are not
in any way balanced by decreasing the
areas for industrial wastes.
The application of technological means
like those above will potentially lead to a
significant decrease in the area of land used
for industrial waste which, in turn, will
mean relieving anthropogenic stress and
more rational use of natural resources.
Implementing new technology stage by
stage will likely alleviate the need for and
potential risks of major investment into trial
production. It also allows market players
to trace demand and undertake strategic
investment.
The ideal strategy here is to create small
and mobile enterprises.
Moreover, the suggested block technology for aluminum smelting works,
implemented with the help of these mobile
branches and hired contractors, will lead
to the creation of jobs in the areas where

these branches or contractors are based
and will help solve problems of raw materials and sales and fill the gaps not covered
by current national and local programs for
construction engineering.
Today the Financial and Industrial
Venture Fund VPK is implementing its own
technogenic waste recycling program. The
scientific development and production
center Uralekabor is working on this innovation project of block technology for
red sludge recycling. The technology introduced by Uralekabor significantly reduces
costs on production of the same elements
for the same use. The next challenge for
them is how best to market and promote
the technology.
Not only does block technology of red
sludge recycling reduce anthropogenic
stress, it also maintains radiation levels in
the areas where sludge deposits are located.
The project will utilize production facilities
and technology that already exist in the
Urals, alleviating the need to build costly
new workshops in aluminum smelters.
The Financial and Industrial Venture
Fund VPK considers this a very high priority project and of significant importance
to Ural manufacturers and scientists. VPK
plans to assist in the promotion of new
technology such as this, targeted at improving the ecology of the Urals and controlling
radiation levels.

Preliminary Assessment
of Necessary Investment:
55
55
55
55

55
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Project preparation = 1 million rubles
Amount required for development of largescale manufacturing = 17 million rubles
Payback period starts in the second year
Time required for production process to
meet the SUAL-proposed levels of raw material recycling = three years.
Investment can be made back after carrying
out the first stage, which includes the receipt of the first processed products within
the first year of work.
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Information Technology Developments
Experts suggest that IT is one of the most rapidly developing markets of the Urals region.
For one, the region accounts for approximately 4.5% of Russia’s computer equipment and peripherals market and
generates turnover in excess of $200 m. According to the IT Companies Association (ACSIT)
the Sverdlovsk region now ranks third, after Moscow and St Petersburg, in terms of IT products
produced as well as growth potential.
Towards the end of the 20th century the
region’s IT market, much like its national
counterpart, was experiencing something
of a snowball effect as many small companies, most selling computer equipment
and software installation services, were
springing up and adding to its momentum. But as the regional economy developed the demand for comprehensive information systems and IT consulting services
grew. Software programs designed to automate one specific area of a company’s
operations, such as bookkeeping or HR,
were also in high demand. Today this demand remains but the need is for more
sophisticated, evolved software, as Urals
entrepreneurs strive to make their business more transparent and manageable –
a timely maneuver ahead of Russia’s upcoming entry into the WTO.

Demand and Supply
in the Regional IT Market
In 2005 the region saw the rise of modern
warehouse management systems (WMS).
The demand for various CRM (customer relationship management) systems, as well as
document management and finance man-

agement systems is also growing. The CIFT
company that developed the SAPPHIRE
budget planning and analyzing system in
2001 for the regional Ministry of Finance
is now rolling out the system across Russia. Today the program is used in 13 regional administrations and in 80 municipal authorities.
One of the most interesting infrastructural projects undertaken in 2005 was the
pilot implementation of the so-called Social ID Card for Sverdlovsk region citizens.
The purpose of this $1m project is to create a unified platform for the exchange of
personal data among various institutions
such as hospitals, pharmaceutical shops,
social security institutions, housing maintenance and utilities services and others.
The project was carried out by several regional companies including HOST (prime
contractor), Quorus IT, SKB Kontur and
ASK. Currently ASK is extending the oneplatform concept by developing a single
city transport card for all forms of transport
in the city, replacing ordinary paper tickets
with an electronically-read plastic one. This
system also has the advantage of saving on
paper for tickets and cutting down on litter in the form of discarded tickets. ASK is
also developing a mathematical algorithm
for an intelligent traffic control system
for Ekaterinburg. The system is intended
to monitor traffic situations on the city’s
roads by controlling traffic lights, flagging
up accidents or problems and displaying
information and data onto special digital
information boards.
These are among the many innovative
projects supported by the Electronic Ekaterinburg municipal program, which was
approved by the City Duma in 2002 with a
view to extending the concept of automated
management in and around the city.

Consumers of IT Products
and Services
Russia’s currently favorable macroeconomic situation has allowed the state to inject
surplus budgetary funds into IT investment
at both national and regional levels. This
has made the state the biggest customer of
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the regional IT sector, as major hardware
and software orders intended for state regional institutions come in.
According to the Ministry for Economic
Development of the Russian Federation,
state expenditure on IT systems is constantly increasing at both federal and regional
level, up at 60 billion rubles in 2005 from
20 billion and 50 billion rubles in 2003 and
2004 respectively.
Moreover, within governmental structures the demand for traditional software
systems for managing bookkeeping and calculating wages, as well as support services
for these systems, remains strong. And as
state institutions gradually phase out
manual bookkeeping in favor of computerized methods, quality and professional
software support is becoming increasingly
important, particularly as updates and
patches often need to be installed. In the
housing maintenance and utilities sector
the IT situation is reminiscent to that of
the accounting sector in 1994 and 1995
insofar as demand for software outstrips
supply. Today it can prove more profitable
to invest into the housing maintenance and
utilities IT sector rather than into the commercial sector.
Where between 2000 and 2003 oil and
gas extraction companies spent the most on
IT, today it’s machine-building companies.
The levels they spend on IT have had a considerable impact on the IT market, as orders
for custom software increase.
Across the board large companies have
also begun to pay more attention to IT
services, particularly companies whose
operations are broken up into several subdivisions often in different regions, such
as the piping and metallurgical company
Evraz and Ural Mining and Metallurgical
Company (UMMC). Modern IT systems
help large companies such as these control, track and manage their business
activities.

Competition at Regional
and Federal Levels
As Moscow has firmly become the decisionmaking center of Russia, it’s become more

IT-sector
convenient for manufacturers to work with
one large IT developer rather than several small ones for each separate project in
a separate region. This explains the growing competition regional IT companies face
both with Moscow-based IT companies and
with one another.
Within the Ural Federal District’s IT market the vast majority of clients – estimated

at being as high as 85% - use local companies, while only a few opt to use Moscow
companies. In response, Moscow IT firms
are upping their presence in the regions by
opening local branches in regional capitals,
a move which seems all the more timely
and sensible considering the IT markets
of Moscow and St. Petersburg are full to
bursting. Ural IT firms can help fend off

this competition by making stronger their
customer relationships and earning lasting
customer loyalty.
But on their way to the regions, Moscow
and St Petersburg firms might well pass
regional companies going the other way;
not to be outdone, Sverdlovsk regional
companies are expanding into Moscow and
St Petersburg as well as into neighboring

Prominent Software Development Companies
Name of Enterprise

Website

Activities

ABKConsult

www.abk-sap.ru

Implementation of business management integrated systems using solutions of the
SAP AG company, management accounting and budgeting services

Adaptiruyemiye Prikladniye Systemi
(Adapting Applied Systems)

http://www.aasystems.ru

Development and integration of management systems

ASK

www.ask.ru

Developing information infrastructure and its elements, developing and integrating
the SCM, ERP and CRM applications, IT consulting

Center of Information & Financial
Technology

http://2612328.343.ru

Software development

CSC

www.cural.ru

Web sites development, internet animation, domain registration, web sites promotion and support

CIFT

www.cift.ru

Development and integration of information systems, development and automation
of IT control systems.

Csoft

http://www.csoft.ru

Software development

DIAS

http://www.dias.ru

Development of software, information systems and automated management
systems

Energiya-Region

http://www.enreg.ru

Development of internet and intranet information systems to automate a business’s activities

Ideco Software

http://www.ideco-software.ru

Internet access recording and control systems so named Ideco Internet Control
Server.

Institute of Software Systems

http://www.softsystems.ru

Software and information systems development

Naumen

www.naumen.ru

Development, integration and support of software custom built to clients’ needs

Panda Software Russia

http://www.viruslab.ru

Design and development of computer security products (protection against viruses
and other IT-related threats)

Parus - Ekaterinburg1

www.parus.ru/e-burg

Development, promotion and support of software to automate the management,
production and financial activities of a business

Professional Vision

http://www.pvision.ru

Software development and support

Quorus AKS

http://www.quorus.ru

Design, development and integration of software

Rivis

http://www.rivis.ru

Development and integration of software solutions to automate the management
of a business

SCIP

http://scip.ru

Development of software for macroeconomics and statistics

SIAMS

http://www.siams.com

Automated image-analyzing systems for various scientific and industrial uses

SKB Kontur

http://skb.inural.ru

Development of bookkeeping, stock management and management control software

SOFTDev

http://www.softdev.ru

Custom programming and software program development according to clients’
needs

SoftMajor

http://softmajor.ru

Software development

SOFTMAST

http://www.softmast.ru

Web programming and software development

SoftPlus

http://www.softplus.ru

Software for wholesale and retail distribution businesses

Token

http://tokenit.ru

Software development
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regions, mindful of the threat posed by
the arrival of firms from the big two cities.
One example of this is consulting firm AB
Consult, a partner of German company SAP
which, having faced falling customer levels,
opened an office in Moscow recently and
has already had some promising results
there. Another partner of SAP in Ekaterinburg, IT Energo-Consult, has similar plans
to expand beyond the Ural Federal District
and says it doesn’t want to limit itself to the
regional customer base.
Competition between national and
regional companies has not yet reached
fever pitch. None of the large regional
players has left the market or reduced their
speed of development. There is a 80—20
ratio weighted heavily in favor of national
companies, who spend around 20% of resources on projects and yield 80% of the
profits, while regional firms commit 80% to
a project and receive just 20% of profit. The
imbalance is enough to force many regional
firms out of business.
The role of consulting isn’t the only element of the IT industry on the rise – labor
costs involved in projects are also steadily
increasing. Moscow-based companies have

to offer above-average pay in the regions to
entice regional staff away from local firms
and counter loyalty towards local firms
over national ones. Predictably, staff in local IT firms respond to this by seeking their
own pay increases. Another factor regional
firms need to consider when opting for
national – but regionally-represented – IT
firms over local ones is the possibility that
the contractor may need to ship in some of
its capital-based experts, pushing project
costs up further. This cross-pollination of
staff and resources makes for a complex HR
picture in many Russian regions.

Development Prospects
It is believed that, before long, growth in
the Urals software industry will begin to
slow, particularly if the problem concerning
the deficit of qualified staff isn’t remedied.
Companies are feeling the lack of high-level business analysts and software developers capable of designing programs worthy
of world markets. Teaching employees inhouse or at training centers has proven ineffective as this process needs a great number of software developers and business
analysts who could share their experience

and knowledge. It’s more preferable for IT
specialists to emerge through higher education institutions. The problem is that, at
present, higher education institutions prepare only traditional specialists like engineers, economists, physicians, mathematicians and others.
ERP systems, their developers and software integrators bridge the gap between
programming and economics. Writing
business software requires not only an understanding of programming but also of the
economic subject matter the program will
handle as well as an appreciation of a business end user’s needs. But higher education
institutions are bound to state educational
standards that regulate the majority of
subjects taught, and state education is failing to keep pace with the IT sector’s rapid
development. There is a lack of specialists
capable of teaching students the knowledge
and skills needed in this field, and what
teaching there is suffers from the fact that
the equipment and systems needed to aid
IT learning is of course expensive.

SWOT
Strengths
The Sverdlovsk region ranks third in Russia
after Moscow and St Petersburg in terms of
IT production.
55 Tendency for IT companies to merge in order to
survive the effects of globalization. Local companies expand by opening regional branches in
various parts of Russia and by aspiring to offer international-standard services and levels
of transparency
55 Demand for IT consulting services is particularly on the ascent, as a response to the ongoing
development of the regional economy
55 As the need for businesses to become more
transparent and well-managed grows, so there
is a need for more sophisticated, evolved software; demand for various CRM (customer relationship management), document management and finance management systems is
also growing
55 IT companies’ participation in social projects
run and financed by state authorities
55 The state’s demand for IT products remains
high; state authorities are prepared to spend
increasing amounts of money in this sphere,
as gradually state mechanisms and processes
move over to IT-based methods
55 More than ever now investors are prepared to
look beyond the oil and gas sectors when con55
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sidering investment and now show particular
interest in areas such as machine-building, a
sector in which IT is heavily used
IT services are increasingly sought by large,
national companies who look to IT to help them
manage their operations and coordinate activity between their subsidiaries and regional
branches

Weaknesses
As decision making centers are traditionally
concentrated in Moscow, the region’s manufacturers find it more convenient to work with
one large IT company in the capital, deflecting potential business and income away from
the region
55 Moscow IT firms are upping their presence in
the regions by opening local branches in cities
across Russia
55 Despite the regional branches of companies
doing most of the legwork, profit distribution
is usually weighted in favor of a firm’s Moscow
head office. This leads to disinclination among
skilled staff to work for regional IT companies,
which turn into little more than a knowledge
base for Moscow companies, who give them
little in return.
55

Opportunities
A fundamental yet crucial aspect in the attempts of Urals IT firms to stem the threat
from Moscow firms is establishing and maintaining good customer relations to secure customer loyalty
55 Regional IT firms need to capitalize on the fact
that employing Moscow-based firms over regional ones is considerably more expensive
55 Higher education establishments and IT companies should work closely together to ensure
the education and training of IT specialists
leads to students graduating with the necessary skills needed by the regional IT sector
55

Threats
Deficit of highly-skilled staff, partly due to the
lure of Moscow salaries for top professionals
55 Regulation governing IT is sluggish in developing
and lags behind the pace of IT development
55 In-house training of IT specialists has proved
ineffective, leaving universities as the only
source of skilled IT staff
55 Considerable expense to higher education institutes to provide IT classes, often meaning
they cannot afford to provide suitable equipment and technology
55

IT-sector
Stanislav Syrazhev,
Executive Director of the Association of IT Companies (AKSIT)

Regional IT Market Players Work to Unite
Both the success and effectiveness of our work depend on the proper functioning of the IT market.
That is why we are mostly interested in developing a civilized market which could help integrate
the Urals region into the world economy, thereby paving the way for new innovations.
A market takes a long time to mature. Its
development is dependent upon a number
of factors being in place, including constant
professional improvement among IT specialists, wide-ranging promotion of scientific and industrial advances and changes
in the law. Other significant factors include
moving from a black-market economy to a
more legal and transparent one, motivating
people to improve their work process and
using new technology. In order to effectively deal with all of the above-mentioned issues a number of the IT companies in Ekaterinburg and the Sverdlovsk region came
together to create the Association of IT companies (AKSIT) on August 1, 2000.

Having united the capacities of leading
regional IT companies AKSIT has become a
staunchly independent expert in the regional
IT market. The association has flexible and
effective tools which enable it to influence
both internal and external markets, to successfully cooperate with regional authorities,
and to unite all parties interested in solving
any problems that arise in the IT sector.
The association’s chief aim is to unite
the efforts and coordinate the activity of IT
companies interested in the development of
the IT market, as well as to protect interests
of both sellers and consumers.
The association’s main tasks include
the development of the regional IT mar-

Stanislav SYRAZHEV, Executive Director of AKSIT.
Mr Syrazhev has two degrees: one in technical science from the Aerospace University in Samara, and
the other is in economics from Ural State Technical University in Ekaterinburg. He worked as a Marketing
Specialist in a number of large regional and federal companies. He was the organizer of several IT forums
and exhibitions. He also acts as an information and technology expert witness during trials. Currently he
holds the position of Executive Director of the Association of IT Companies and he has been a member of
the Council of Regional IT Associations Congress (KRASIT) from its founding in 2000.

ket, research, assessment and monitoring
of the market, organizing public events,
cooperating with authorities and mass
media, safeguarding the interests of both
IT companies and consumers, working with
courts, suggesting new laws, and carrying
out independent consulting.
Today AKSIT consists of 20 members
who are all regional IT companies such as
ASP , ASK, ASM-Electronica, Buro Postavok
I Kommunikatsy, Decom Computerniye Systemi, DGTec, Novacom, Quadrum, Korus,
Krona KS, Computer Service Consulting,
Parad, Prime, Neta, SKB Kontur, Triline,
HOST, UralRelcom+, KLOSS SERVICES
CORPORATION and SUNRISE-Ekaterinburg. The aggregate turnover of all members of the association is more than 65% of
the total turnover of all companies in the
IT sector of the Sverdlovsk region. AKSIT
is a member of the Council of Regional IT
Associations Congress (KRASIT).

Evgeny Sharovarin, Director of ASK

All-in-one E-ticket for Public Transport
As the transition towards electronic and computerized means continues within the various divisions
and institutions of the regional authorities, so the state is becoming an ever more significant
customer of IT products and services.
Our IT firm, ASK, for example, has orders
from some of the region’s largest metallurgic, energy and machine building enterprises on its books, but at the same time
10% of our orders are placed by the state.
Over time we have worked on Ekaterinburg’s unified dispatch service and traffic
Evgeny SHAROVARIN, Director of ASK
Mr Sharovarin graduated from the Ural Polytechnic Institute with a degree in radio engineering. In 1989 he established Konus, one of the
first IT companies in Russia, before opening the
Urals’ first licensed software reseller in 1991.

light and traffic monitoring systems, while
over in Tyumen we developed the regional
administration’s internet portal and helped
maintain many of Tyumen’s other online resources. We were also involved in the Social ID Card project for citizens in the north
Ural city of Surgut.
In 2006 we started working on an ambitious project named A Transport Card which
aimed to consolidate public transport tickets into one electronic ticket. It’s hoped that
the technology and software developed for
this project, which is the first of its kind in
Russia, will form the platform for the city’s
planned Social ID Card scheme, a prospect
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which has earned the project the strong
backing from Ekaterinburg Mayor Arkady
Chernetsky. The e-ticket scheme will mean
better quality of service from transport firms
and will also ensure a systematic approach
to compensating firms for carrying concessionary passengers exempt from fares. The
project is expected to be completed in 18
months. The estimated amount of investment is 100,000 rubles.
The scheme will also be decidedly more
convenient than paper-based tickets, since
passengers will have just one permanent
card for all modes of transport.
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Alexander Davydov,
General Director of NAUMEN

Regional IT Firms Entering the CIS
NAUMEN has been developing software products in the local market for six years –
and for the last four of those its turnover has doubled every year.
With 20 years’ entrepreneurial experience
behind me, NAUMEN is the fifth developing Ekaterinburg-based IT firm I’ve worked
with. In 2001 I left another IT firm, Microtest, where I was involved in general
business development. I’d been there for 10
years and I had no plans to leave and set
up anew, but my attention was grabbed by
open source software – software to which
any programmers around the world can
contribute and which is freely available –
and eventually I decided that was where I
was going: to take this concept and commercialize it.
We initially struggled to work out how
we could profit from open source – since
it is non-profit by its very nature - but we
eventually realized how to maintain balance between private and freely available
software. We came through a potentially
tricky start-up period in 2003 and 2004
relatively unscathed when we switched
from attracting external investment to selffinancing and striving to make our products
highly professional.
The cost efficiency associated with open
source software is appreciated particularly
by state bodies or large organizations who
undertake regular installations and updates. We spent several years honing our
firm’s competitive edge and future development by looking at whether we could produce high, guaranteed quality open source
software. We guarantee total satisfaction
to our customers and not only in regard
to the software we build; we make it our
business to have a thorough knowledge of

all software we sell and integrate, including
shareware. Our staff are constantly improving their proficiency and motivation and
are able to work by themselves. But we’re
not complacent; these factors do not reduce
the need for solid business principles and
processes.
Our company, which has offices in
Moscow, Ekaterinburg, Chelyabinsk and
Tver and partners both in Russia and the
CIS, develops and integrates new software,
including built-to-order software. Software
such as Naumen Service Desk, Naumen Call
center and Naumen Document Management
System (previously NauDoc) has already
gained recognition in the CIS market and
now we are working to promote our newer
creations. Software for running and managing universities, state purchase orders and
customer relations in the financial and IT
sectors are cases in point, not widely known
yet but gaining in popularity.
Our young team comprises 200 staff
who have worked on over 500 projects,
some involving millions of dollars. This has
put them in good stead when, on occasion,
we have undertaken tricky projects the
outcomes of which were difficult to predict.
So far, I’m pleased to say, we have always
come through the other side having turned
proposals into finished product.
But like any firm we are not without our
challenges, chief among them the absence
of a crediting system for software development firms. Also, our profits are sporadic.
While we are growing a rate of 75-140%
annually, 40% of our annual profit comes in

Alexander DAVYDOV,
Founder and General Director of NAUMEN
After leaving Moscow State University boarding school Mr Davydov graduated from the
School of Physics & Engineering’s Ural Polytechnic Institute. In 1988 he founded software development firm SKB Kontur where he worked as Technical Director. Between 1985 and 1987
he developed a software package named AMBa geared towards labor and wage accounting. At
the 2001 Business Soft competition awards AMBa was recognized as Russia’s best software
product of the year.
In 1991 Mr Davydov began working at IT firm Microtest as Technical Director, in charge of coordinating data transfer networks and developing software for on-line trading sessions of the Ural currency market, a banking system for Uralincombank and the Central bank of Russia and an IP network
for Russia’s Ministry of Transport Communications. In 2000 Microtest was recognized as Russia’s
best systems integration company. In November of 2001 Mr Davydov founded NAUMEN.
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the last two months of the year, leading to a
liquidity gap at the start and middle of the
year which equals three-five monthly turnovers. This is particularly a problem when
we want to take on new specialists as each
one takes around a year to train up and,
of course, during that time we still have to
cover salaries and equipment costs. Our foreign competitors have access to credit and
thus avoid this problem, so in order to be
competitive we need to look for an investor.
We are also considering an IPO in order to
gain credit on security of shares.
To reduce the risks we face we pay considerable attention to staff efficiency. In
2006 our firm grew by 80% and this drove
us to automate our business processes and
improve their effectiveness. To this end we
have introduced finance, budget accounting and HR management systems and set
up a web portal. We also have in place
well-established technical support systems,
CRM (customer relationship management) processes and a call-center. We are
now implementing a new system for task
management which will flag a task as being dealt with and reduce the likelihood of
work being done unwittingly in duplicate.
As one of the flagship sectors of Russia’s
economic renaissance, the software market
is growing rapidly. Russia, indeed the CIS, is
home to an increasing number of bedroom
programmers and home-based IT firms
which, alone or in open-source communities, develop software to rival that of huge
software giants including HP, Microsoft
and Cisco. Anywhere else we would have
to find a niche and squeeze ourselves into
it, but here we are free to develop software
with broader functionality.
Our future development strategy comprises two main strands. Firstly, we will
look to expand the sales geography of
our main products and become a market
leader in the CIS with a view to potentially
expanding into Asia. Secondly we want to
increase sales of built-to-order software
and, of course, continue to commercialize
promising software solutions.

Precision Machines

Development and Production
of High Precision Machines and Instruments
Russia’s high-accuracy instrument industry was born under the Soviet regime which directed considerable
attention and funds towards defense research and production. But while military orders continue to roll in, today’s
instrument firms have expanded to supply civil demand too.
Urals high-accuracy instrument developers
and manufacturers have particularly high
potential owing to the region’s reputation
for advanced technology and highly trained
specialists. Many of the region’s instrument
firms are continuously searching for prospective product ideas to develop and distribute within and beyond Russia, and to
this end most will develop and build to custom order.
Not confining themselves to defense and
state orders, most firms have expanded their
product ranges to now include equipment
for households and for aiding manufacturing processes, to name but two examples.
In 2006 plans were announced for a new
technopark, so-called Instrument Making,
to be built in conjunction with 12 firms
which develop and produce printed boards
and electric components. The technopark,
once built, will unify knowledge and

production facilities in order to produce
a range of items including microdigital
sensors, pressure gauges, record-keeping
devices for heat and power carriers and
many others. Research firm Avtomatika
(Automatic) has granted a long-term lease
of some 8,000 square meters of its premises
for the park and its production facilities.
If the drive to develop the Urals into a
sort of Russian Silicon Valley within three
years is successful, the volume of hi-tech
products developed and produced in the
region will double. Establishing the technopark, allocating premises therein for
its resident organizations and drawing up
a profile of products to be developed and
produced there are clearly positive steps
towards that goal.

SWOT
Strengths
Practically all instrument firms in the region develop and manufacture to
custom order
55 The market has the potential to significantly expand if the quality, variety
and quantity of high-accuracy products increases

Opportunities
55 The Instrument Making technopark should mean the development and
commercialization of new, high-accuracy products
55 The technopark will reinforce regional cooperation between instrument
and defense firms

Weaknesses
Many production facilities either need replacing or upgrading if firms are
to effectively compete with foreign developers and producers

55

55

55

Threats
The technopark will only prove a success if firms related to this industry
are able to organize and maintain cooperation

Development and Production Facilities Allocation Plan for the Sverdlovsk Region
for the Period 2001 until 2015: the Strategy of Innovative Industrial Production Upgrading
It is planned to implement state-of-the-art technology in metallurgy, special chemistry, radio engineering, transport, machine-building, nuclear power
generation, aviation, rocket building and in other sectors. It is expected and
considered likely that, by 2010, the region’s industrial production output
will reach 355 billion rubles, with a further increase up to 460 billion rubles
in 2015 (at 1999 prices).
The structure of the region’s industrial complex will be improved. The
share of raw materials-oriented production is forecast to diminish from the
current 65.9% to 45.5%, while the share of science-intensive production is
expected to rise from 15.5% up to 29.7% and the share of socially oriented
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production is also expected to rise from 11.5% to 19%. Hence, growth
rates among the region’s industrial enterprises will be quite noticeable: in
2005 this increase was 40.6% up on 2000, while in 2010 this increase
is forecast to be 47.9% up on 2005 and in 2015 compared to 2010 the
growth rate is expected to be 29.6%. Over the full 15 years, from 2000 to
2015, the growth rate is estimated to be 2.7 times.
Major growth in the production of science intensive and competitive products is expected to appear in the following sectors: machine-building, metal
processing and social-oriented branches.
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Modern Technologies
Sverdlovsk Companies Concerned With Development and Production
of Precision Instruments and Machines
Name

Web site

Production

Acoustica

www.acoustics.ru

Devices of industrial automation including
systems of controlling level, pressure, temperature, weight of liquid and solid materials,
automatic process control systems

AREVA T&D

www.sems.ural.ru

Low and medium voltage distribution panels,
medium voltage switching equipment, complete
external installation transformer substations

Promavtoamtika

www.promavt.etel.ru

Technical industrial automation facilities, KIPiA
assembly devices, electrical control units,
control boxes and boards, Saturn medical beds,
household appliances

Zavod Tochnoy Mekhaniky (Fine Mechanics Plant)

www.compass.ur.ru

Gyrocompasses, gyroverticals, rate of turn
indicators, navigation devices

Institute of Information Sensors and Technologies

www.iidt.ru

Sensors, wide scope meters and devices

Institute of Radioelectic systems

www.irsural.ru

Electronic devices, automation systems, equipment for power industry, metrology, telephony,
home appliances, automatic electronics,
hardware for GSM, DAMPS.

Introtest

www.introtest.com

Electronic equipment for oil and gas industry,
road traffic control, non-destructive inspection
and energy saving

KB Pribor

www.kbpribor.ru

Control-measuring devices for manufacturing

Magnon

www.fizter.ru

Multi-use physio-therapeutic equipment.

Optimiun

www.optimum.etel.ru

Radioelectronic systems, measuring devices
and instruments

Ural Optical and Mechanical Plant after E.S.Yalamov

www.uomz.ru

Optical and electronic devices for military and
civil use

Promsvyaz

proms.etel.ru

Telecommunication equipment

Robiteks

robiteks.ru

Measuring equipment

Rosat

www.rosat.ru

Dosage meters

Vektor

www.vektor.ru

Radioelectronic equipment

Uralsemiconductor

www.uralsemiconductor.ru

Industrial optical analyzers of liquid, photodetectors, PbS and PbSnSe photo-electric
receivers, ICOP photodetectors.

Uraltechnologia

www.uraltech.ru

Devices for recording thermal energy and
energy carriers’ consumption

Ural Electromechanical Plant

www.uemz.ru

Equipment for fuel and power sector including
for nuclear power stations and other companies
of nuclear industry, environment protection
control, medical devices

Electroproekt

elp.ru

One-phase and three-phase thyristor AC regulators and photorelay, sensor dimmers
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SCIENCE AND
EDUCATION
55 The region is home to 76 scientific and
R&D institutes, 8 design bureaus and
21 institutes of the Russian Academy
of Science's Ural division.
55 Ekaterinburg hosts 15 state-run
higher education establishments,
16 regional branches of universities
and 20 independent non-state higher
education establishments.
55 Regional higher education establishments
produce over 210 thousand students each
year: 86-89% of these study in state
institutes while 11-14% take courses
at non-state institutes.
55 Regional higher education
establishments employ over
625 professors, PhDs and
2,317 assistant professors and
candidates of science.
55 A number of higher education
establishments offer and run
MBA programs

Science and Education
Alexandra Starikova, Analyst, Economics Division, MARCHMONT Capital Partners

Training for a New Generation

The Urals' First University – Established in 1920 Ekaterinburg is one of the largest scientific
centers in Russia. In 1920 Gorky Ural State University was founded there – the oldest university
in the Urals.
Ekaterinburg is home to the Ural Division of the Russian Academy of Sciences, and hosts branches of most of
the Academy’s R&D institutes and the
Presidium of its Ural Division. Today
there are 76 sector-specific, scientific and project institutes, eight design
bureaus, and 21 R&D institutes in the
Ural Division of the Russian Academy
of Sciences. The largest and most rapidly developing institutes of the Ural Division are the following: the Institute of
Mathematics and Mechanics, the Institute of Physics of Metals, the Institute of
Thermal Physics, the Institute of Electrophysics, the Institute of Metallurgy,
the Institute of Chemistry of Solid Bodies, the Mining Institute, the Institute
of High-Temperature of Electrochemistry, the Institute of Machine Sciences,
and the Ural State Technical University which was initially founded as part
of the Ural State University. Specialists
working in the institutes affiliated with
the Russian Academy of Sciences have
been performing scientific research for
many years. The inventions of Ekaterinburg chemists, physicists, mathema-

ticians, and mechanical and metallurgical engineers have laid foundations for
new scientific fields and are successfully applied in real life.

Institutions of Higher Education
Ekaterinburg’s educational infrastructure
includes: 15 state institutions of higher education (eight universities, five academies
and two institutes), 16 regional campuses,
and 20 independent non-governmental institutions. All in all these institutions have

over 210,000 students, of whom 86—89%
study in governmental institutions and other 11—14% take courses in non-governmental institutions.
All together, Ekaterinburg’s higher education establishments boast 625 professors
and PhDs together with 2,317 assistant
professors and Ph.D. students.
At present there are three institutions of
higher education in Ekaterinburg that have
the right to teach MBA programs. These
are: Gorky Ural State University, Ural State

Largest R&D Institutes in Ekaterinburg
Name

Web site

Sybirskaya State Geodesic Academy (Ural regional branch)

-

Demidovs Arts and Handicraft Academy

-

Academy of National Safety, Defense and Order (Ural regional branch

www.abop.su

Moscow Academy of Labor and Social Relations (Ekaterinburg branch of)

www.atiso.ur.ru

Russian State Professional Pedagogic University

www.rsvpu.ru

University of Liberal Arts

www.gu.ur.ru

Eurasian Institute of Management and Entrepreneurship

www.ame.ru

Ekaterinburg State Theater Institute

-

Ekaterinburg Higher Artillery Commander School (Military Institute)

-

Institute of Banking Affairs

www.ibd.gorcomm.ru

Ural Institute of Business

www.vuz.info

Institute of Life Quality

www.institut-kachestva.ru

Institute of International Relations

www.ims-ural.ru

Institute of Management and Marketing

www.uicde.ru

Pushkin Leningrad State University (regional branch of)

-

Small Forestry Academy

-

International Institute of Economics and Law

www.miepvuz.ru

Moscow Financial and Industrial Academy

-

Sholokhov Moscow State Open Pedagogic University (regional branch of) www.mgpu-ektb.ru
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Moscow State Industrial University (regional branch of)

www.sde.ru

Moscow State Institute of Service (Ural regional branch of)

-

Regional Financial and Economic Institute

www.rfei.ru

Plekhanov Russian Economy Academy (Ural regional branch of)

www.ufrea.ru

St Petersburg State University of Water Communications (Ural regional
branch of)

-

Schools and Universities
Name

Web site

Moscow Modern Academy of Liberal Arts (Ekaterinburg branch of)

www.sgief.muh.ru

Moscow University of Russian Academy of Education (Ekaterinburg
branch of)

-

Ural-Siberian Institute of Business

www.ursib.com

Ural Academy of State Service

www.uapa.ru

Ural State Architecture and Arts Academy

www.usaaa.ru

Musorgsky Ural State Conservatoire

www.uscon.ru

Ural State Medical Academy

www.usma.ru

Ural State Agricultural Academy

www.usaca.ru

Ural State Law Academy

www.usla.ru

Gorky Ural State University

www.usu.ru

Ural State Mining University

www.usmga.ru

Ural State Forestry University

www.usfeu.ru

Ural State Pedagogic University

www.uspu.ru

Ural State Technical University

www.ustu.ru

Ural State University of Transport Communications

www.usurt.ru

Chelyabinsk Ural State University of Physical Training (Ekaterinburg
branch of)

-

Ural State University of Economics

www.usue.ru

Ural Institute of Liberal Arts

www.urgi.ural.ru

Ural Institute of State Fire Safety Service affiliated with the Russian
Ministry for Emergency Situations

-

Ural Institute of Commerce and Law

www.uicp.e-burg.ru

Ural Institute of Social Education (a division of the Russian State Social
University)

www.uriso.ru

Ural Institute of Tourism

www.uralinsttur.ur.ru

Ural Institute of Management and Economics

-

Ural Institute of Stock Market

www.uifr.ru

Ural Institute of Economics, Management and Law

www.urep.ru

Ural Technical Institute of Communication and Informatics (a division of
the Siberian State University of Telecommunications and Informatics)

www.urtisi.ru

Ural Financial and law Institute

-

Ural Law Institute affiliated with the Russian Ministry of Internal Affairs

-

Higher Education Institutes Offering MBA Programs
Name

Web site

Gorky Ural State University’s Institute of Management & Entrepreneurship

www.imb.usu.ru

Gorky Ural State University’s USA-Russia institute of Economics &
Business

www.ramec.usu.ru

Ural-Siberian Business Institute

www.ursib.com

Ural State Technical University

www.ustu.ru
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Technical University, and the Ural-Siberian
Business Institute.
Ekaterinburg is home to one of the
Urals’ oldest universities, namely theGorky Urals State University, which was
founded in 1920. At present it’s one of
the leading universities in the Urals for
developing telecommunications and using computer technology in the teaching
process. Within the last few years, Ekaterinburg institutions of higher education
have established fruitful cooperation
with leading institutes in Germany, the
USA, Italy, Sweden, South Korea, Japan,
Belgium, France, and other countries.
This cooperation enables students to
take a number of courses in foreign institutes remotely through the internet.
Ekaterinburg also has one of Russia’s
largest Forestry Institutes. The Ekaterinburg State Theatre Institute is one of the
seven theatre institutes in Russia and is
the only institute of this kind in the UralSiberian region.

Institutions of Secondary
Professional Education
In 2007 Ekaterinburg institutions of
higher education plan to produce over
35,000 young specialists, although the
actual need for specialists with higher education is only just over 8,000. At the same
time, however, businesses in the Mid-Urals
are expected to hire an increasing number
of specialists with secondary professional
education (around 24,000 specialists),
while colleges and other institutions of secondary professional education will produce
a little bit more than 11,000 specialists in
2007. The fact that many regional enterprises have decided to change their business model and rapidly expand has created
this deficit of specialists needed for new
business activities of these enterprises.
At present, the Sverdlovsk region is
home to 120 establishments which provide
secondary professional education, among
these are: 52 federal government establishments, 18 regional government establishments , 21 municipal establishments, 17
non-governmental establishments, and 12
divisions of institutions of higher education. Combined, these institutions host
approximately 100,000 students.

Business Education
The Ekaterinburg market for business education is Russia’s third largest market, behind Moscow and St Petersburg, from the
viewpoint of its satiation, competition,
quality, and number of educational pro-
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Science and Education
grams. Experts believe that the capacity of
this market is approximately one billion rubles. The annual monetary surplus is 20%.
The Ekaterinburg market for business education has 160 players. The customer base
largely consists of legal entities but at the
moment individuals are beginning to show
an increasing interest in business education
too. Educational programs in accounting,
taxation, auditing, business management,
sales, marketing, and human resources
face the greatest demand. Teaching roles
such as coaching and personal/professional growth training are developing quickly.
The most popular form of study is shortterm courses (70% of all programs). Medium-term courses occupy a 20% share in
the total number of educational programs,
with the remaining 10% being long-term
courses.
Programs offered in the local business
education market are becoming more
specialized: stress management, effective
task delegation, restaurant management,
construction projects management, MBA
courses in medicine, innovative hi-tech
projects management, and hi-tech.

Most Popular Schools of Higher Education in the Sverdlovsk Region
Name of the institution

Schools

Gorky Ural State University

Mathematics & Mechanics, Physics, Chemistry, Biology, Psychology, Economics, Philosophy, History, International Communication, Politics & Sociology, Philology, Journalism, Arts
& Cultural Studies, Institute of management and Entrepreneurship, Institute of PostGraduate Education, Institute of Additional Professional Education, US-Russia Institute of
Economics & Business.

Ural State Technical University

Metallurgy, Chemistry & Technology, Mechanics & Machine Building, Power Generation,
Physicotechnical, Radiotechnical, Building Materials Studies, Thermal Power Studies, Liberal Arts, Physical Culture, Military Studies, Extra-Mural Individual Educational Programs.

Ural State Pedagogic University

Institute of Special Education, Institute of Foreign Languages, Institute of Physical Culture,
Life Safety, Economics, Law, Sociology, Social & Cultural Technology, Institute of Child
Pedagogics and Psychology, Russian Language & Literature, Geography & Biology, History,
Mathematics, Physics, Music & Arts, Psychology, Informatics, Management, Professional
Development & Retraining of Personnel.

Ural State University of Transport Communications

Power & Mechanics, Economics & management, Power Generation Technology, Cargo &
Passenger Transportation Management, Mechanics, Construction, Railway Medicine, Secondary Professional Education, Extra-Mural Education, Prior-Entry Preparatory Education.

Ural State Forestry University

Economics and Management, Forestry, Forest Engineering, Forest Mechanics, Wood Mechanical Technology, Engineering Ecology, Liberal Arts, Extra-Mural Education, Prior-Entry
Preparatory and Additional Education.

Ural State University of Economics

Economics, Finances, Management & International Economic Relations, Trading, Food
Production Technology & Methods, Extra-Mural Education, Short-Term Education, Distant
Education, Professional Development & Retraining Education.
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Schools and Universities
Name of the institution

Schools

Russian State Professional Pedagogic University

Informatics, Linguistics, Economics & Management, Engineering & Pedagogic Institute,
Institute of Psychology, Institute of Pedagogic Jurisprudence, Institute of Sociology, Machine Building, School of Sound Engineers, Film & TV Producers, Digital Music Technology,
Social Institute, Arts & pedagogic Institute, Power & Electricity.

Ural State Mining University

Mining Technology, Mining Mechanics, Engineering & Economics, Geology & Geophysics
Institute, Extra-Mural Education, Prior-Entry Preparatory Education.

Ural State Medical Academy

Preventive Medical Treatment, Pediatrics, Dentistry, Pharmaceutics, Doctors’ Professional Improvement, Prior-Entry Preparatory Education, Internship Doctors, Residents &
Graduate Students Career Specialization.

Ural State Architecture & Arts Academy

Architecture, Design & Fine Arts, Extra-Mural (Evening) Education, Prior-Entry Preparatory Education, Professional Development & Short-Term Education, Institute of Urban
Studies.

Ural Academy of State Service

State & Municipal Management, Business Management, Law, National Economy, Bookkeeping & Audit, Taxes.

Ural State Agricultural Academy

Veterinary Medicine, Cattle Raising Technology, Agronomy, Agriculture Mechanization,
Engineering, Economics, Extra-Mural Education in Economics, Short-Term Education, PriorEntry Preparatory Education.

Ural State Law Academy

Institute of Justice, Institute of Law & Entrepreneurship, Institute of Public Prosecution,
Institute of Foreign Economic Relations & Law, International Law, institute of Lawyers,
Law & Psychology, Management & Law, Institute of Agroeconomics, Ecology & Lawи,
Short-Term Educational Programs, Bachelors of Law Preparatory Education, Master of
Law Preparatory Education, Extra-Mural (Evening) Education, School of regional Studies,
Secondary Professional Education, Prior-Entry Preparatory Education, Additional Education, Distant Education.

Ural Institute of State Fire Safety Service affiliated with the
Russian Ministry for Emergency Situations

Fire Safety (Intra-Mural and Extra-Mural Education).

Ekaterinburg State Theatre Institute

Master of Ceremonies for TV and Radio Programs, Drama Theatre & Cinema Actors, Puppet Theatre Actor.

SWOT
Strengths
Students simultaneously receive both highly specialized training and a
broad core education in their chosen field. This advantage gives them a
wider choice of career paths after graduation
55 Students have a chance to receive additional qualifications while taking
courses at a university
55 Innovative educational connections have been developed, by using existing educational and scientific institutions, and combining their various
academic resources
55

Weaknesses
Institutions of higher education produce many more specialists than
needed
55 There is a lack of workers with secondary professional education
55 There is a lack of qualified teachers, especially in the business education sector
55

MARCHMONT Investment Guide to Russia 2007, vol. I, #2

Opportunities
55 Apart from regional branches of national universities and divisions of the
Russian Academy of Sciences, there are a large number of other educational establishments which offer different programs in terms of course
length and specialization
55 Ekaterinburg establishments of higher education are actively developing
their links with universities abroad
55 Scientists from Ekaterinburg participate in a great number of Russian and
international scientific programs, they receive a large number of grants
which encourage them to undertake extensive research in sciences
Threats
Business is developing at a very fast rate making it hard for specialists
to maintain and improve their knowledge
55 The costs of new teachers and business consultants are too high for
consumers
55
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Science and Education
Alexander Solomatin,
General Director of Great Eurasian University Complex

Great Eurasian University: Success in the 21st Century
Lies in Innovative Technology
Business, science and education are three major sectors developing simultaneously but at different
speeds. Modern science is in demand for young personnel. Business needs well-educated specialists
able to commercialize innovative scientific activity in spheres such as bioengineering, ecology and
nanotechnology.
The specialists needed to create an innovation economy will only emerge if a solid education system is in place, but education
lacks funding across the board and particularly when it comes to scientific resources and faculties. Thus we have a chain of
knock-on effects whereby education’s inability to produce sufficient numbers of
trained specialists adversely affects businesses’ future prospects. The Great Eurasian University project unites experts from
all three disciplines who have the expertise
and readiness to remedy this problem.
In establishing close links with industry
the region’s higher education institutions
have opened up new paths of development.
Major heavy industry companies such as
UGMK, TMK and SUAL have all established
links with education. But the development this has brought is not enough. Still
students have practically no where to live,
there is no infrastructure to teach foreign
students, there is a shortage of teachers
due to famously low salaries and a shortage of essential laboratory equipment.
These are the obstacles new ideas come
up against and, as such, few initiatives are
implemented within any sort of speedy
timeframe. There are now widespread calls
for new higher education institutions to be
established, even from senior educational
figures such as Stanislav Naboichenko, Director of Ural State Technical University and
the Great Euroasian University Complex’s
Vise President. Other Russian regions such
as Moscow, Rostov on Don and Krasnoyarsk
have been quicker in this realization and
are now setting up new universities.
The idea for Ekaterinburg’s Great Euroasian University was first announced at the
University Directors’ Council. It is a project
which brings together 13 higher education
establishments along with scientists from
the Ural branch of the Russian Academy of
Science and regional business representatives. To be built on a site near Shartash
lake, it will feature a technopark, research-
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education centers and laboratories. This
isn’t just about relocating 13 existing higher
education institutions; it will mean a completely new approach to higher education,
the teaching at which will be based on the
expertise of Russian and in particular Ural
specialists. The project’s aims are clear and
ambitious; within 8-10 years the university
is to number among Russia’s top 20 universities, and within 20-25 years be established
in international university ratings.
The initial stage of the project, which
should cost around 10 million rubles,
includes planning and research, general
layout preparation, LUP (land use planning, done in partnership with the Ural
State Academy of Architecture and Arts)
and collecting proposals regarding the
planned technopark. Plans for the project
envisage 460 hectares of the site being
teaching space, while the grounds will also
include a range of facilities available for
public as well as educational use, including a library, IT center and medical, sports
and entertainment facilities. High security
for students’ accommodation is also a major
focus, something which is particularly important in attracting foreign students.
The complex will be built in two stages.
The first will focus on allocating funds for
establishing scientific and educational
centers which will specialize in disciplines
including building and architecture, information security, nanotechnology and bioengineering, social-economic development in
the Urals and nuclear research and power.
There, experts in science and the teaching
of science will be trained. At a recent meeting project heads decided that the complex
would house ten such centers. This stage
will also see construction of the main campus and technopark, the latter of which will
aid the region’s economy by being a center
for the development and commercialization
of scientific and technological products.
The next stage will focus on constructing
the public use facilities, along with under-

taking any necessary improvements to the
campus’ infrastructure and dealing with
transport issues. This stage will also see the
various higher education institutions and
the project’s managing company integrated
into the complex.
Rather than rely on state funding the
university will also be supported by its
resident businesses, which will benefit from
access to sci-tech projects undertaken here
and help attract investment and appraise
potential profitability. This notion of running the university from an academic but
also business and economic standpoint,
where projects are appraised not only on
their academic merit but also on their profit
viability, is central to our claim that this is
a new approach to higher education. As
Alexander Starikov, the university’s Vice
President and Director of the Ural State
Academy of Architecture and Arts, has
said he wants to see the Great Eurasian
University become a real corporation, a
private-public partnership which will attract widespread sources of financing. “It
should develop like a business. As we are
creating something new, one of the priorities is forming new corporate structures
which could unite interests of business,
science and authorities.”

Schools and Universities
Alexey Babetov,
Director of Korifey School

School With International Quality Standards
With fee-based education now having become much more common, Ekaterinburg
is today home to over 200 companies providing fee-based education services
in secondary, higher and further education. Yet the niche of high quality
primary and secondary education of international level remains unfilled
in Ekaterinburg.
Demand for such services – and, subsequently, the need for investment into their
provision – has risen in recent times, with
more and more parents prepared to pay
for their children’s education. This is evidenced by an investment project named
Korifey (from the Greek’coryphaeus’,
meaning a lead speaker or spokesperson)
which has seen a chain of private schools
set up which combine international standards with the existing positive characteristics of Russian education. They are
aimed at professional and higher earning families and the children of diplomatic missionary officials and employees at
foreign companies.
The curricula taught in these schools
are designed to ensure children emerge
not only educated but also cultured individuals and so include music, dance,
etiquette, sport, world literature and
poetry, cinema and other cultural subjects. Each school is free to choose its
specialization from arts and humanities,
science, engineering, economics, sport or
any other proposed subject. One of the
central features of these schools is their
use of private lecturing, enlisting higher
education’s best teachers and professors
to give guest lectures at one school before
moving on, perhaps, to lecture at another.
A Russian team of teachers to train up
Alexey BABETOV,
Director of Korifey (Coryphaeus) school,
Honored Specialist of General Education in
the Russian Federation.
Mr Babetov holds a degree in philosophy from the Ural State University and has
worked as a researcher at the Institute of
Philosophy and Law of the Russian Academy
of Science. During this time he developed
pedagogical models and worked on related
projects. In 1991 he set up the Philipok Center for Preschool Arts and Humanities Development, which later in 1994 became Korifey
(Coryphaeus) school.

the physics and mathematics elite of the
future has already been set up, and before
long similar “mobile” groups of teachers
will be formed for other subjects too.
Active rather than purely traditional
and passive forms of education will be
normal at the chain of schools, to include
business games and tasks, training sessions, mobile projects and foreign internship. The schools will take part in and
benefit from interesting international
programs, such as the international bachelor programs offered by many European
higher education institutions. A number
of subjects and day care programs will
be run by teachers and specialists across
the European Union, while there are also
plans to teach certain subjects in foreign
languages such as English, German and
French. Classes taught in Chinese may
also be introduced on an optional basis
for those who want them.
Once finished, students will receive not
only a Russian certificate but also an international bachelor degree. The project
plans to take advantage of a new system of
education funding which utilizes mutual
investment funds (PIF). Funds will go not
only towards teaching but also towards
construction of classrooms and other
teaching premises, sports and leisure facilities and installing technical facilities
and equipment.
The PIF financing system has a number
of advantages. It is totally transparent, reliable in ensuring funds are managed and
go where needed, records investment as
securities provided by fixed assets such
as real estate and ensures the liquidity of
mutual funds in the Russian securities’
markets. Another notable benefit of PIFs is
that they are eligible for tax incentives.
The project is indicative of how investment into education is coming to resemble
investment into business, with business
plans, profitability, payoff periods and
other run-of-the-mill investment characteristics involved. This can only be a positive thing if it continues to attract inves-
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Statistics
As part of a study a few years ago children
all over the world were questioned as to their
views on schooling. Children were asked whether studying at school was one of their favorite
parts of their lives. In China 34% of children
said yes, in Japan 28%, in the USA 18%, and
in Russia less than 15%.
In Japan, Singapore and South Korea 1015% of the state budget goes on education.
In most European countries it is 6-12% and in
Russia just 3-4%.

tors into education. And education isn’t
the only beneficiary here – investors who
invest into social infrastructure projects
such as education and housing stand to
enhance their reputation and the respect
they command in the city.
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NATURAL
RESOURCES,
EXTRACTION AND
PROCESSING
55 The annual production volume of the
region’s metallurgic sector exceeds
$10bn. In 2004 $700m was invested
into this sector with investment rising
to $750m in 2005 and then to $900m
in 2006
55 Around 98% of Russia’s total stocks
of vanadium, 82% of asbestos, 71% of
bauxites, 21% of iron ore, 20% of fire
clay, 6% of copper ores and 2% of nickel
reserves are present in Sverdlovsk.
55 The region’s timber industry consists
of 840 enterprises and 700 individual
entrepreneurs
55 Investment into the region's chemical
sector was just under 200 million rubles
in 2007, set to rise to 277.5 million
rubles in 2008

Natural Resources, Extraction and Processing
Marina Ushenkina, Director, Economics Division, MARCHMONT Capital Partners

The Metallurgy Sector

The metallurgy sector of the Sverdlovsk region comprises 70 medium and large enterprises concerned
with both ferrous and non-ferrous metallurgy, at which close to 20,000 staff are employed. The sector
also includes over 50 small businesses and 10 R&D institutes.
It’s safe to say that the sector represents
the bedrock of the regional economy with
metallurgic plants accounting for over
60% of the regions industrial production.
The production volume of this sector exceeds $10bn. The region is home to regional branches of some of Russia’s largest metallurgic enterprises, such as SUAL-Holding,
the Ural Mining and Metallurgical Company, Evraz-Holding and TMK.
The sector is also responsible for production of parts and materials used used for

construction, railways, aircraft, vehicles
and pipes.
The regional metallurgy sector is very
diverse, comprising mining enterprises,
ferrous and non-ferrous metallurgy plants,
along with pipe and ferroalloy producing
enterprises and those producing refractory
materials. The strong presence in the region
of enterprises concerned with raw materials
extraction and processing is testament to the
region’s array of resources and deposits; vanadium, bauxites, chrysotile, asbestos, iron

ore, fireclay, nickel ore, precious metals,
mining chemical and non-metal feedstock,
spring water and construction materials
are just some of the materials in which the
Sverdlovsk region is well stocked.
Given the scope of production, many of
the region’s enterprises are working at beyond full capacity, which has led to the deterioration of many of their fixed assets. At
some firms as much as 50% of machinery is
worn down and in need of being upgraded.
Despite this, the regional government has
drawn up a development program which
envisages a further 70% increase in metallurgic production by 2015.

Production Modernization
The region’s non-ferrous metal production
enterprises operate in several directions,
particularly involving the implementation
of modern technology to aid extraction of
precious metals and in the production of
products such as alumina oxide, refined
copper and products of the fourth process
stage such as copper wire rod, finished metals, toil foil and forgings. Firms also work
towards improving their green credentials
by increasing the ecological safety of their
operations.
In recent years the region’s metallurgy
sector has enjoyed a year-on-year increase
in investment, rising from $700m in 2004,
to $750m in 2005 and to $900m in 2006.
In 2006 $85m was spent on upgrading
equipment and renovating several metal
ore extracting enterprises including the
Kachkanarsky mining and processing
works, Sevuralbauxiteruda, Bogoslovsky
mine group and Svyatogor.
Many local enterprises benefited from
this investment, including the pipe producing enterprises of major firms ChTPZ and
TMK, ferrous metallurgy arms of EvrazHolding, UGMK-Holding and Maxi-Group,
the aluminum-producing arms of SUALHolding and the copper production arm of
UGMK-Holding.
A development program of new facilities
is also planed, including a new factory at
the Severny (North) copper and zinc ore
mine and the addition of rolling production facilities and arc furnace melting
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workshops in the towns of Berezovsky and
Revda. Elsewhere, the Bogoslovsky aluminum plant, part of SUAL-Holding, will
implement modern production facilities
and a number of enterprises will upgrade
their old open-hearth furnaces to modern
electric ones. This is just a snapshot of
some of the measures to be implemented as
part of the wide-ranging program, geared
towards increasing production, improving
processes and expanding the range of products manufactured within the sector.
But much has already begun and in some
cases has been completed.
The metallurgic company Uralelectromed recently finished construction of
a new workshop for hot dip galvanizing of
metalware.
SUAL-Holding recently launched automated production of irregularly-shaped
rolled aluminum sections at its KamenskUralsky metallurgical works (KUMZ),
as part of its drive to widen the range of
advanced processing stage products it











manufactures. These sections will be used
in transport machine-building, particularly
in the production of aluminum carriages. A
new factory has already begun being built
within the grounds of KUMZ where large
aluminum plates will be manufactured
for the aircraft industry, with production
scheduled to begin at the end of 2007.
At Nizhniy Tagil Iron and Steel Works
reconstruction of one of the factory’s main
open-hearth furnaces has been completed,
allowing the factory to increase its operational capacity through the best European
standards of process automation.
Maxi-Group has invested over $500m
into the construction of several arc-furnace
melting workshops, part of an anticipated
$2bn, four-year investment program being
carried out by the company.
The city of Severouralsk is now host to
Russia’s first developed mine for the extraction of bauxite, named Novo-Kalyinskaya
Bauxite extraction company Sevuralbauxiteruda plans to further develop the

General Information
55
55
55
55

55

It is no exaggeration to say that this sector represents the bedrock of the regional economy, with
metallurgic plants accounting for over 60% of the region’s industrial production.
Almost all of the region’s metallurgic enterprises are privately owned, and some businesses enjoy
foreign investment.
Annual production volume exceeds $100m at 17% of metallurgic enterprises, while 10% enjoy
production volume in excess of $500m.
The regional metallurgy sector has not only regional but also national significance, accounting
for over 12% of all cast iron and finished steel, a third of all pipes, 40% of all copper, 15%
of all finished aluminum and lead and 7% of primary aluminum produced in Russia. 40% of
Russia’s total production of ferrous metals emanates from the Ural Federal District.
All these measures, current and planned, underline the industry’s systematic drive to upgrade
and develop, phasing out and replacing old facilities and aging machinery. In so doing the region
will double its steel and aluminum production – consolidating its position as Russia’s leading steel
producer – and increase copper production by 40%, and all by no later than 2012.
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Krasnaya Shapochka, Cheremuhovskaya
and Kalyinskaya mines, to allow more intensive mining.
A new production line has recently been
launched at the Bogoslovsky aluminum
works to manufacture alumina oxide, the
like of which has no comparison elsewhere
in Russia in terms of the state-of-the-art
equipment used.
Ural Aluminum Works, also a branch
of SUAL-Holding, has established an experimental production line incorporating
six electrolysis units with prebaked anodes
capable of conducting 300kA currents. Its
successful testing will lead to a real technical
breakthrough in the aluminum industry.

Ferrous Metallurgy
Development
It is expected that by 2015 the ferrous and non-ferrous metallurgy
sectors will continue to dominate the regional economy.
The main focuses of the general development plan for regional metallurgic enterprises concern their technological upgrade,
including implementation of state-of-theart technology, increasing the production
quality and developing new products.
In particular, the production volume of
final-stage-process products such as pipes,
aluminum and copper rolled sections is
expected to rise by 2.4, 3.3 and 1.4 times
respectively, while production of lower
stage process products such as cast iron,
steel and crude copper is expected to increase by 30%.
One of the most significant investment
projects in the sector is the construction of
a production complex in Nizhny Tagil to
manufacture large-diameter mainline gas
pipes. The $720m project envisages a spe-
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cialist machine for automated blank part
moulding, a plate mill and a pipe welding
workshop.
Financial forecasts undertaken to look
at the feasibility of the project predict an
annual net profit from the sale of the factory’s manufactured goods of $215m per
year. Moreover, the project is expected to
yield considerable tax revenue; for the first
15 years of the factory’s operations tax payments are projected to be as much as four
times investors’ annual profit.
By 2015 over 70 billion rubles is planned
to have been invested into expanding and
upgrading the region’s ferrous metallurgy
businesses, with 40% of funds coming from
firms’ private equity, as part of an investment program that began in 2001.

Non-ferrous Metallurgy
Development
In order to counter the problem of raw material deficit in the aluminum industry, existing mines are to be further developed to
allow more intensive mining. In addition,
a new mine will be developed by the bauxite extracting company Sevuralbauxiteruda. Further development of bauxite deposits in the region’s Ivdelsky and Karpinsky
districts, as well as at the Srednetimansky
deposit, are also planned.
Using the Srednetimansky deposit would
allow the Bogoslovsky aluminum factory
to extend production of alumina oxide and
aluminum, in new workshops earmarked
to be built as part of a $510m investment
project.

R&D Institutes of the Regional
Metallurgy Sector
55
55
55
55
55
55
55
55
55
55
55
55
55
55
55
55

Eastern Mining Sector Institute
Giprometallurgmontazh
GNC RF Ural Institute of Metals
Elizavetinsky Experimental Plant
Intergidravlika
PKC Uraldragmet
R&D Metallurgic Heat Engineering Institute
NII Energocvetmet
RVNC Personal, PKBS Energocvetmet
Central R&D Metallurgy and Materials Institute
Uniprommed
Uralmekhanobr
Uralgiptoruda
Uralgipromez
Uralgiproshakht
Uralaluminiy
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The Ural Mining and Metallurgical
Company (UMMC) has resolved the problem regarding its lack of access to copper
stocks by acquiring several copper extraction companies, namely the Safyanovskaya Med, Gaysky and Uchalinsky mining
enterprises. In order to create a long-term
reliable base, UMMC is considering taking
part in developing a group of deposit sites
in the north of the Sverdlovsk region and in
Udokansky district near the major BaikalAmur railway line.
In the nickel production industry the
creation of a local base of extractable
nickel will be resolved by integrating
new production facilities at the Serovsky
nickel factory and by further developing
the Aktaysky deposit at Verhny Tagil.
The largest share of investment (45%)
is to fund renovation and technological
upgrading at the Serovsky factory which
will allow it to implement new technology
for running autogenous (self-fused, without soldering or other adhesive means)
processes for molding copper and nickel.
The investment will also allow for the use
of baked anodes for aluminum electrolysis
(the passage of electric currents through
an electrolyte, causing the migration of
positively and negatively charged ions to
the negative and positive electrodes), to
increase the volume of recycled materials
used in production and to introduce modern technology for processing industrial
raw materials. The longer term goal of the
sector’s companies is to construct further
workshops and production facilities.
Another economically effective and
important innovation project, carried
out at Uralasbest, concerns the produc-

tion of magnesium from waste products
derived from processes to treat asbestos
ores. Magnesium can be produced at low
cost by using industrial raw materials. An
estimated $300m of investment is needed
to build the new magnesium production
facilities, with annual profit forecast at
around $32m.
Generally speaking, the implementation of planned measures and projects
will allow production at non-ferrous
metal producers to increase, due to extended use of existing facilities and the
construction of new ones. An increase in
the quality, cost efficiency and competitiveness of products can be confidently
predicted, while away from the factory
progress on ecological and social issues
in the region is also expected.

Growth of Investment into the Region's
Metallurgic Sector (millions of dollars)

Metallurgy

Key Performance Indicators Metallurgy in 2006
In 2006, the volume of goods produced and shipped by the region’s medium and large-scale raw materials extraction
enterprises (excluding those relating to fuels) and the production of finished metal products amounted to 407.9
billion rubles, up 32% on 2005’s total of 308.2 billion rubles.
Analyzing the breakdown in the metallurgy sector, the volume of shipped extracted
goods increased 14% to 36.5 billion rubles
on 2005’s total, while in metallurgic production and production of finished metal
products this figure jumped 34.5% to 371.4
billion rubles.
During the course of 2006 production
volume in the extraction sector peaked in
August at 3.6 billion rubles, while in metallurgic production and production of finished metals October saw a year high of 2.1
billion rubles. Both sectors recorded their
lowest production volume, 2.1 and 22.2
billion rubles respectively, in January.
The maximum growth rate as compared
to the relative period of 2005 in the extracting sector was registered in July (50.4%)
and in the metallurgic production and
production of finished metal products the
same maximum was registered in October
(51.1%).
The relative share of the metallurgy
sector in the regional industry, based on
the average figures of each year, increased

from 57.8% in 2005 to 61% in 2006, peaking at 65.7% in August 2006.
According to official data, five key
regional enterprises – Nizhniy Tagil Iron
And Steel Works (NTMK), Pervouralsky
Novotrubny Works (PNTZ), Sinarsky Pipe
Works (SinTZ), VIZ-Stal and Nizhneserginsky Factory of Hard Components and
Metallurgy (NSMMZ) – account for 70% of
regional ferrous metallurgy production.
The highest growth rates in comparison
with 2005 were shown by Kluchevsky Ferroalloys Plant and NSMMZ – 99.6% and
70.5% respectively.
Growth rates at other ferrous metallurgy
enterprises:
55 Vary between 3% and 70.5% in metallurgic production;

Vary between 13% and 66% in pipe production;
55 Vary between 8% and 100% in ferroalloy production;
55 Vary between 0% to 13% in refractory
materials production;
At non-ferrous metallurgy enterprises
growth rates:
55 vary between 37% and 95% in aluminum production;
55 Vary between 35% and 97% in copper
production;
55 Have been as high as 168% at other enterprises of the sector.
During the course of 2006 the production volume of some key products in the
ferrous metallurgy sector fell.
In ore mining production of sinter cake
55

Graphic Curve Showing Changes in the Volume of Products Shipped
by Regional Metallurgic Enterprises in 2005 and 2006

MARCHMONT Investment Guide to Russia 2007, vol. I, #2

61

Natural Resources, Extraction and Processing
fell, while production of iron ore and pellets increased.
While the production volume of iron ore
is yet to reach the peak levels of the 1990s,
production of pellets has already exceeded
production of that period by 50%.

In metallurgy, 2006 also saw a fall in
production of finished metal products,
including rolled and sheet metal sections.
Production of cast iron, steel and electric
steel, however, almost doubled.
Three regional metallurgic enterprises

Growth Rates in Manufacturing Production in 2006
Product Name

Growth Rate by 2005, %

Cast Iron

101.3

Steel

103.8

Including: made via oxygen conversion

103.8

electric steel

177.2

casting blocks produced by CC (continuous casting)
machines

114.9

Finished steel

99.6

Including: rolled steel

99.8

sheet steel

97.3

Rolled iron with hardening heat treatment
Low alloy steel

103.8
220

Iron ore

108.1

Iron ore pellets

114.3

Iron ore agglomerate

99.2

SWОT
Strengths
Vertically-integrated metallurgic companies
55 High concentration of production facilities
55 Companies merging with a view to expanding their reach and customer base and strengthening
their positions within the market
55 Availability of local raw material deposits
55 High indicators pointing to economic stability
55 Low debt among regional companies
55

Weaknesses
Companies’ high dependence on and susceptibility to the price of steel in international markets
55 Companies face problems accessing raw materials; either they are too expensive or the logistics
systems in place to supply them are inefficient and ineffective
55

Opportunities
The current economic boom in Russia and internationally bodes well for the development of the
region’s ferrous metallurgy sector in the coming years. The sector’s growth opportunity will be
to move towards the manufacture and potentially lucrative sale of higher processing stage products characterized by a higher value added.

55

Threats
Prices of raw materials increasing
55 Stronger competition in external markets than in internal markets
55 Mergers involving metallurgic companies can potentially hinder those firms’ access to external
markets
55
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— NTMK, NSMMZ and Serov Metallurgic
Works — account for over 90% of regional
production of steel and finished metal
products. At NSMMZ production of steel
and finished metal products increased in
2006 57% and 24% respectively on 2005
levels.
In the pipe producing sector Pervouralsky Novotrubny Works became the region’s
leader in terms of production volume in
2005, with Seversky Pipe Works ranked
second in this in 2006. Previous to this the
region’s leading pipe producer was Sinarsky Pipe Works.
In the ferroalloy (alloy of iron with an
additional non-carbon element, used in
steel production) producing sector the
Kluchevsky Ferroalloys Plant increased
production by 26% in 2006.

Metallurgy
But 1990, the year that followed the
Soviet regime’s long period of planned
economy, proved that production levels
in most of these sectors had peaked; since
then, production of cast iron, steel and finished metal products were all down 20%,
22% and 4% respectively on levels for 1990.
Production of sheet metal has fallen by
massive 69% since that time, while rolled
section metal bucked the negative trend
with production having risen 5%.
On average, in 2006 the number of
people employed in medium and large
enterprises of the metal ore extraction and
metallurgic production sectors was 187,300
— down 5% on 2005 — which constituted
43.6% of the region’s total industrial workforce.

Share of the Mining and Metallurgic Sector
in the Total Volume of Goods Shipped by Regional Companies
in 2005 and 2006

Changes in the Volume of Goods
Shipped by Regional
Miningand Extracting Enterprises in 2005 and 2006
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Metallurgy Sector Enterprises
Company

Web site

Type of Activity

Ferrous Metallurgy
Alapaevsky Metallurgy Factory

—

Foundry iron, blast furnace ferromanganese

Demidovsky Plant

www.sual.ru/business/downstream/structure/consumer/demidovsky

Crockery from steel and other metals

Klushevsky Ferroalloys Plant

www.kzf.ru

Ferrochromium, ferrotitanium, ferroniobium,
silicocalcium, facing materials of natural stone,
industrial lime carbonate

Kuvshinsky Factory of Forming Rolls

www.kzpv.ru

Rolls of alloy cast iron with lamellar and globeshaped graphite for flattening , section rolling
and pipe mills, also rolls for the flour grinding,
industrial rubber and paintwork industries.

Metallist

www.metalist.ru

Steel, electric steel, core-mold casting, iron
ore casting, forging, welding steelworks,
electrodes

Nizhnesaldinsky Metallurgy Factory

–

Steel, electric steel, finished steel low alloy
steel, rolled section iron, refractories, rail
fastenings, manganesian casts, iron casting

Nizhneserginsky Factory of Hard Components and
Metallurgy

www.nsmmz.ru

Steel, finished steel, low alloy steel, profile
iron, sawn timber, bands and beckets, iron
casts, steelwork products

Nizhnetagilsky Boiler-Radiator Factory

www.ntkrz.ru

Boiler and radiator equipment

Nizhnetagilsky Iron and Steel Works

www.ntmk.ru

Steel, cast iron, rail casting, construction rolled
section casting, thin sheet casting, industrial
balls, pipe shells, charred coal, mineral fertilizers

Novoalapaevsky Metallurgy Factory

–

Steel sheet production

Pervouralsky Novotrubny Works

www.pntz.ru

steel, steel pipes, polyethylene pipes, ironwork
products, iron casting, steel and non-ferrous
casting, steelwork products

Revdinsky Hard Component Factory

www.nsmmz.ru

Steel, electric steel, finished steel, rolled section iron, wire

Ruslich

www.ruslich.ru

Iron casting, stainless steel knives, forks, and
spoons, whetted raw stocks

Serov Metallurgy Factory

www.serovmet.ru

Blast furnace aglomerate, rolled section
iron of constructional steel, calibrated steel,
reinforced steel, drill steel, iron ore and steel
casting, steel mix rolls

Serovsky Factory of Ferroalloys

www.sfap.ru

Ferrochrome, ferrosilicon, non-ferrous casting,
forged products, steelworks, industrial lime
carbonate

Seversky Pipe Factory

www.stw.ru

Steel, steel pipes, iron casting, steel, nonferrous casting, asphalt, concrete

Sinarsky Pipe Works

www.tmkgroup.ru

Steel, cast iron, titanium alloy pipes, iron and
steel casting, strands

Staroutkinsky Metallurgy Factory

www.teplovata.ru

Mineral cotton, iron shots, iron casting, welded
steelworks

Urals Factory of Precision Alloys

www.uzps.ru

Steel, electric steel, finished steel, steel wire,
cold rolled steel strands
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Company

Web site

Type of Activity

Urals Pipe Factory Uraltrubprom

www.trubprom.com

Steel, electro-welded pipes, oil pipe lines, thinwalled pipes

Verh-Isetzky Metallurgy Factory

–

Baths, sinks, steel and enameled crockery

Verhnesinyachinsky Metallurgy Factory

–

Foundry cast iron, scrapped iron

VIZ-Stal

www.nlmk.ru/about/group_structure/

Finished steel, flat products, cold rolled sheets,
dynamos, electric steel, ironwork products

Vtormet

–

Processing of secondary metals
Non-Ferrous Metallurgy

Bogoslovsky Aluminium Factory - a branch of
SUAL

www.baz.ru

Aluminum oxide, aluminum hydroxide, primary
aluminum, anode paste, aluminum powder

Ekaterinburg Non-Ferrous Metals Processing
Plant

www.ocm.dragmet.com

Refining of bullion platinum, gold, finelydispersed powders of precious metals, platinum
alloy mechanisms, jewellery

Kamensk-Urals Steel Works

www.kumz.ru

Ingots, aluminum alloy flat casting, press
works, welded pipes from aluminum alloy and
steel, light-alloy drilling pipes, wire rods, wire

Kamensk-Uralsky Non-Ferrous Metal Working
Plant

www.kuzocm.ru

Products from copper, nickel, zinc, aluminum,
yellow metals, bronzes, copper-nickel alloys as
well as metal powders, fine powder and casting

Kirovgradsky Factory of Hard Alloys

www.kzts.ru

Tungsten and cobalt as well as titanium and
tungsten hard mixtures and alloys

Polevsky Cryolite factory

www.pkz.ru

Industrial artificial cryolite, aluminum fluoride,
sodium fluoride, aluminum sulfate, hydrofluoric
acid

Revda Non-Ferrous Metals Processing Works

www.rzocm.ru

Non-ferrous casting, yellow metals, bronze,
aluminum, rolled section casting

Rezhnickel

www.metholding.ru/ru/factory/rezh/

Nickel ore, nickel matte

Russian Copper Company

www.rmk-group.ru

Copper wire rod, copper cathodes

Sredneuralsky Copper Smelter

www.sumz.umn.ru

Steel, electric steel, copper concentrate,
sulphuric acid, steel and non-ferrous casting,
steelwork products

Suholozhsky Plant of Non Ferrous metals

www.szvcm.ru

Processing of secondary non-ferrous metals

Svyatogor

www.svg.ru

Iron-vanadium concentrate, granulated slag,
steelwork products, electric steel, copper in
copper concentrate

Uralelectromed

www.elem.ru

Copper sulfate, nickel, refined copper,lead, yellow metals, bronze, aluminum, steel, gold, silver

Uralpredmet

–

Production of precious metals

Urals Aluminum Plant – a subsidiary of SUAL

www.sual.ru/business/aluminium/structure/aluminium/ Steel, electric steel, primary aluminum, aluuaz/
minum oxide, silicium, steel alloy, iron casting,
grinding balls, steelwork products

Urals Foil

www.sual.ru/business/downstream/structure/foil/ural

Aluminum foil, building materials, aluminum
crockery, sawn timber

VSMPO-AVISMA Corporation

www.vsmpo.ru

Titanium casting, titanium ingots, aluminum
casting and ingots, stainless steel
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Companies of the Mining Sector
Company

Web site

Type of activity

Bilimbaevsky Mine

–

limestone, dolomite

Bogoslovskoe Mining Company

–

Iron ore, nonmetallic building materials,
road metal, gravel

Degtyarskoe Mining Company

–

Steel, gold mining, nonmetallic building
materials, sawn timber, lime

Goroblagodatsky Mine

www.vgok.ru

Iron ore, steel, welded steelworks, casting
with mechanical processing, nonmetallic
building materials, road metal, gravel

Kachkanarsky GOK Vanadium

–

Iron ore, iron ore pellets, natural stone
facing material, slag blocks, concrete

Kirovgradskaya Mining Company

–

Manufacturing-Ecologic Complex

–

Marsyatskoe Mining Company
(a branch of Serovsky Ferroalloys Plant)

www.sfap.ru

Mining Urals

–

Granite road metal, fluxing limestone for
metallurgy, unslaked lump lime

Pervouralskoe Mining Company

–

Iron ore, nonmetallic building materials,
road metal, gravel

Polunochnoe RU

–

Manganesian concentrate, road metal

Safyanovskaya Med

–

Copper ore, gold mining

Severuralboxitruda

www.sual.ru/business/aluminium/structure/bauxite/subr/

Steel, electric steel, sawn timber, steel
ferrous alloy, forged pieces

Uralasbest

www.uralasbest.ru

Chrysolite-asbestos, asbestine mixtures

Vysokogorsky GOK

www.vgok.ru

Iron ore, steel, sawn timber, nonmetallic
building materials, road metal, gravel, iron
ore agglomerate

Road metal
limestone

Natural Resources of the Sverdlovsk Region
Availability in the region
(millions of tons)

Natural resources

% of Russia’s total
reserves

Annual amount extracted
in the region (thous. of
tons)

% of Russia’s total amount
extracted

Vanadium

5.7

92

54.7

98

Bauxites

–

–

–

70

Asbestos

67

59

361.2

74

Iron ores

7,890

14

43,036

21

Copper

4.1

–

31.4

8

Nickel

0.5

–

22.2

14

“–” – data not available for publication
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Tatyana Kurepanova,
General Director of Investment Manufacturing Company Mehtrans

We are Building a New Quality of Life
The use of scrap metal in metallurgy, in spite of its seeming insignificance to the
country’s economy, is an important and promising activity.

Today, everyone understands more and
more about the acute environmental
problems existing in Russia and around
the world. At the beginning of the 21st
century a fragile balance between humans and the environment is broken, but
countries are beginning to take active
steps for its restoration.
Having considered the development
trends of the metallurgy industry in Russia in recent years, and the large amount
of scrap iron available, our company,
founded in 2001, decided to focus on this
field of metal working and trading.
At the moment, Mehtrans holds a
leading position in the Russian iron scrap
metal market, being in the top ten of the
sector with 2.7% market share, which
is constantly growing. The company
is also working to solve the problem of
satisfying metallurgy companies’ needs
for strategically important raw materials.
The profile of the company is particularly
high in the Urals, where Mehtrans is a
conventional leader of trading and recycling metal scrap, with a market share of
8.8%.
Since its founding, the company has
increased the shipment volume of scrap
metal by more than 11 times, having
become an industry leader for both
shipment and revenues, which have an
average annual growth rate of 17.2%.
Mehtrans is the largest independent scrap
metal trader in Russia, shipping more
than 60,000 tons a month.
There are separate branches in the
company: Mehtrans commercial division,
Mehtrans-Vtormet manufacturing division and Mehtrans-Tzvetmet division for
trading non-ferrous metal scrap.
The commercial division provides
services solving problems of supply
and distribution of both iron and steel
scrap. The company’s suppliers include
more than 350 Russian companies.
Metal scrap is shipped to 35 metallurgy
companies of Russia and the CIS. The
company’s branches in Ekaterinburg, Nizhny Novgorod, Moscow, Novokuznetzk,
Kazan and Volgograd were set up to ex-

pand the company’s market and approach
customers.
The manufacturing division is comprised of a network of production sites
for scrap working and recycling. Scrapworking companies are under one brand
called Mehtrans-Vtormet. This division
has several regional branches:
55 Mehtrans-Vtormet Tatarstan
55 Mehtrans-Vtormet Omsk
55 Mehtrans-Vtormet Siberia
55 Mehtrans-Vtormet Urals.
Another Mehtrans subsidiary, GREIFER, also has an important role in the
company. GREIFER supplies equipment
for scrap working and recycling. Since
October 2006, it has increased its growth
rate. The central representative office in
Ekaterinburg and representative offices
in Nizhny Novgorod and Novokuznetzk
have all been set up.
It is planning to open six representative offices in the Russian Federation
and two branches in the CIS before the
end of 2007. GREIFER operates according to international reporting standards
which is a prerequisite for openness and
transparency. At the moment, GREIFER is
a leading supplier of scrap recycling machinery to the Russian market and ranks
among the top five largest companies.
Investment Manufacturing Company
Mehtrans provides active investment in
developing a network of industrial sites
for scrap working and recycling in Russia, Ukraine and Kazakhstan, as well as
setting up branches and service centers
for GREIFER.
Thus, Mehtrans operates in all the areas
of Russia and a large part of the CIS, solving the problems of providing metallurgy
companies with important raw materials.
Apart from that, Mehtrans is expanding
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geographically. Before the end of 2007,
four more branches of the company have
been set up in Ukraine and Kazakhstan.
Along with successful economic activity, Mehtrans is quite active in the market.
It is a founder of a non-profit partnership
called the Association of Independent
Scrap Metal Suppliers registered in October 2005.
In May 2006 Mehtrans joined the
Union of Metallurgy Companies of the
Sverdlovsk Region.
Since December 2005, Mehtrans
has been a member of the Elite Club of
Corporate Conduct. Furthermore, the
company was the first to adopt the Code
of Corporate Behavior.
All these as well as an efficient management system, qualified personnel, high
quality of services for clients, and fast
reactions to changes in the market have
allowed the company to occupy a serious
position in the metallurgy market and to
constantly improve its ability to provide
metallurgy companies with strategically
important raw materials by solving the
problem of utilizing iron and steel scrap
in an economically and environmentally
beneficial manner.

Welcome
to Mehtrans!
Of.401, 77 Lunacharsky St.,
Ekaterinburg, 620075,
Investment Manufacturing
Company Mehtrans
tel. / fax (343) 222 04-09
You can always express your opinion
about the work of our company to our
General Director,
Tatyana Kurepanova
tel. +7912 23 74 137

67

Natural Resources, Extraction and Processing
Alexey Dushin,
Senior researcher at the Ural State Mining University, Candidate of Economic Sciences

Mineral Raw Material Resources

The Sverdlovsk region has many different raw natural mineral resources. Annually, about 98% of
vanadium (in iron ore), 82% of asbestos, 71% of bauxite, 21% iron ore, 20% of fire clay, 6% of copper
ore, 2% of nickel of the total Russian volume of mining mineral raw materials are mined here.
There are more than 50 manufacturing
companies and 10 design and researchscientific institutes involved in the mining/metallurgical industries of the region.
About 12.4% of the region’s total labor pool
is employed in this sector, and more than
30% of their production is exported.
The mineral and raw material complex
of Russia, comprising mining and processing companies as well as mineral deposits,
is controlled by several vertically-integrated companies, these are: in non-ferrous
metallurgy – Russky Allumuny (RUSAL),
Ural Mining and Metallurgical Company
(UGMK), Russian Copper Company (RMK);
in ferrous metallurgy – Evraz-Holding,
UGMK, VSPMO-Avisma and others.
The consolidation of assets in the mining industry has been completed, and all
the most attractive investment areas are
controlled by the above companies.

The State of the Mineral Raw
Material Complex of the Region
The region’s companies have supplies of
iron ore to last approximately 30 to 60
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years, including ore containing vanadium,
about 60 years of asbestos supplies and
more than 35 years of copper ore, which,
if used by the most economically effective companies, could last from one to thirty years. As for bauxite the Russian raw resources since 1979 have not met the needs
of the Ural plants, the availability of stock
is 8-30 years.
Non-metallic raw materials for metallurgy include deposits of fluxing limestone,
dolomites of molding sand, fire clay and
quartzites. Chemical raw materials include
deposits of potash, magnesium and sodium
salt, native sulphur, phosphorite and apatites. The region has a reliable long-term
supply of raw precious, ornamental and
facing stones, particularly emeralds. It
also has raw materials for the development
of the building industry and is the oldest
center for gold and platinum mining in
Russia.

Geological Survey Industry
in the Region
In spite of the large mineral deposits in the
region, many of the deposits do not contain sufficient proved reserves to make extraction economical. Thus, the supplies of
mineral raw materials from Sverdlovsk region to other regions of the country have
been reduced. The demand for raw materials for non-ferrous metallurgy companies is
currently, to a large extent, being provided
by external supplies including those from
foreign countries. Over the last few years,
the expanded production of many types of
minerals has not been possible due to insufficient investment. Many of the deposits
belonging to the government are not producing because of the low cost effectiveness
of this type of activity. The most important
problem is funding geological surveys to
solve problems connected with increasing
extraction, as well as carrying out new surveys on prospective sites.
Prior to the reform of the Russian
economy, the geological survey industry
was entirely financed and controlled by the
State. Now, however, in compliance with
the government’s policy on the production

of raw mineral deposits, most financing for
surveying projects must now come from
mineral developers, while funds from the
Federal budget are used only for regional
research. This system is undergoing development at the moment, but institutional
investors have been reluctant to tie up their
funds in such long-term projects, and thus
are almost entirely absent from the financing market for geological surveying.

Technogenic Resources
For over 300 years, the development of
mineral resources in the region has resulted in the production of a lot of waste in the
form of overburdens, slag from metallurgical production, sludge storage and waste
banks from washed products have all accumulated. These technogenic masses are
subject to development with the goal of extracting further minerals and, equally importantly, as part of plans to restore the areas where these deposits are located.
The use of technogenic masses for commercial extraction requires the application
of more complicated technologies in terms
of mining and the enrichment of raw materials, and is becoming an acute problem.
The raw mineral supplies of the region
are far from being exhausted in the near future, and will still be an important factor for
developing many industries, including the
ferrous and non-ferrous metallurgy, power,
chemical and building materials sectors.

Timber Industry

Wood Processing Sector Set to Grow Exponently
The Sverdlovsk region’s timber sector is far from fully utilized and, as a result, there is little intensive competition
within it. But with the potential to grow by an estimated 400%, the market has for some years been attracting
increasing levels of investment.
Currently the sector, which includes logging, timber processing and pulp and paper sub-sectors, is made up of 840 businesses and 700 individual entrepreneurs. Their
activities are regulated by a range of state
bodies and by the industry watchdog, The
Ural Union of Timbermen.

Structure of Regional
Forest Reserves

Current State
The region is among the top ten regions of
Russia for volume of timber production,
with wood processing and pulp and paper
companies accounting for 73% of the sector’s total output. Some of Russia’s leading
timber companies, such as Funcom, Tavdinsky Fanerny Kombinat (Plywood Factory),
Pervaya Lesopromishlennaya Kompaniya (First Timber Company) and Lobva, are
resident here, and a number of them are
currently undergoing rapid growth, such as
the Turinsky pulp factory and Urallesprom
to name just two.
While Russia’s internal market is the
sector’s biggest customer, products are
also exported to 45 countries worldwide.
1% of lumber and 75% of plywood are
exported, with much of the latter going
to North America and Europe. Scantling
(vertical columns for supporting housing
structures) and newspaper paper are also
exported.
It’s widely accepted in the industry
that the market and competition within
it need dramatic expansion. While some
businesses turn in a profit (on average
around 35% profit margin) over 50% of

the region’s timber businesses are lossmaking.

Development Trends and
Investment Projects
The most profitable and rapidly growing firms in the sector tend to be those involved in deep chemical and mechanical
wood treatment, such as producers of paper, wood pellets, wood briquets and slabfomed materials like wood-fiber boards and
OSB (oriented strand boards).
At present, a range of projects relating to
the above areas are underway in the region,
most targeted towards the internal market
rather than for export purposes. Given
that the world market of high added value
products - such as high quality paper and
building materials - is traditionally hard
for new participants to enter, the region’s

medium-term development strategy for
its timber sector is geared towards gradually phasing out imported goods in favor
of regionally produced ones. The plan also
puts significant emphasis on preserving the
region’s export positions.
In terms of exports, looking ahead it will
be profitable to export only finished products, pulp and scantling, as the Russian
government has decided to incrementally
increase export customs duties on nonprocessed timber up to 80% of the shipping
products’ price by January 1, 2009.
The last few years have seen a rapid increase in investment by the region’s wood
processing firms. Funcrom finished construction of a factory for producing large
strips of plywood, expanding the firm’s
plywood production capacity to 160,000
cubic meters annually and putting the
firm among Russia’s top three plywood
producers. Meanwhile Tavdinsk installed
new facilities for the production of bended
glued products (such as pasteboard) and
Nord-Wood launched production of dry
scantling including wood pellets. In the
regional town of Vostochny work by Argus
SFK is underway to build a new plywoodproducing factory with a view to increasing
processing of deciduous wood.
This general picture of expansion continues into 2007, with a range of projects
by wood processing firms to establish new
lines of production. Uralsprom and Yushalinsky are set to begin production of fully
complete panel house frameworks, of which

Growth Potential of the Regional
Timber Sector
The Sverdlovsk region’s total forestry area is
estimated at 2.1 billion cubic meters. Timber
sales in 2006 came in at €245m (8.5 billion rubles). For comparison, Finland’s total Forestry is
around 1.9 billion cubic meters and annual timber
sales total around €25bn (862 billion rubles).

Total Area of Regional Forest
Reserves
The total area of the region’s forestry reserves
is said to be around 16 million hectares, 45%
of which is covered by coniferous (pine and fir)
forest.
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Natural Resources, Extraction and Processing
SWOT
Strengths
The Sverdlovsk region’s timber sector ranks among
Russia’s ten largest regional timber sectors
55 Production volume in the sector is constantly growing
55 The region exports highly processed timber products
55 Regional timber firms utilize new, effective technology which helps save forest fields after cuttingdown
55 New and competitive products are developed at
some timber firms
55

Weaknesses
Outdated equipment at many plants.
55 Deficit of specialists and external investment
55

Opportunities
Investment into the sector is estimated to grow at around 121.5%
55 Regional scientific and R&D institutes support timber firms by designing and developing new technology for the sector
55

Threats
A lull in cutting activity as a result of rising rail transportation costs means many forests have
overmatured
55 Insufficient pulp and paper factories in the region due to a deficit of investment into construction of new factories
55

Uralsprom will produce 250 sets per year,
while Viysky is to begin manufacturing
high-quality glued panel birch wood products. In 2009, Ekaterinburg-based furniture
maker SKM Mebel is to begin construction
in the regional town of Alapayevsk of what
will be one of Russia’s largest laminated
chipboard factories, with planned production capacity of 300,000 cubic meters.
Further ahead still, by 2010 metallurgic
company UGMK plans to have built a factory producing pulp and paper in the town
of Tavdinsk, while the Turinsky pulp and
paper factory is currently seeking investors
to work with on plans to construct an OSB
panel producing factory. Turnsky’s expansion prospects are not alone in riding on the
participation of external – and particularly
foreign – investors, which is why news that
Swedish furniture giant IKEA is interested
in the Urals timber sector was met with
optimism by the sector.
Eventually it is planned to create a socalled timber technopark which, as part
of the Experimental Forestry unit at the
Ural State University, will be charged with
developing modern wood processing technologies.

Profit from and Investment into Regional Wood
Processing Enterprises for the Period
2001 to 2006


Estimated Surface of Wood
Cutting Areas and Actual
lumbering Volume in 2006
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Chemical Industry

Restructuring Required for Chemical
Processing Sector
The Sverdlovsk region’s chemical companies play an important role
in the bigger picture of Russian manufacturing, active not only in Russia but also
in the CIS and foreign markets.
The economic and optimized use of production facilities, implementation of technical upgrade programs and increased product ranges have all contributed positively
to successes among the region’s chemical
firms. Uralskaya Himicheskaya Compania (Urals Chemical Company) now produces over 70% of Russia’s synthetic resin,
while Uraltehgaz is one of the region’s largest suppliers of technical and medical gases
and Urals Plant ATI is Russia’s leading supplier of asbotechnical products.
Chemicals forms one of the Sverdlovsk
regional economy’s most important sectors
as it plays a major role in Russia’s overall
chemical exports due to the region’s high

concentration of specialist and experienced
manufacturers. Companies like Chrompic,
a major producer of technical and reactive
qualification chrome compositions both in
Russia and abroad, and Uralsky electrochemical Plant, one of the country’s leading
producers of chemical compositions and
isotopes.
The region is also home to a number
of pharmaceutical companies, such as the
Irbitsky Chemical Pharmaceutical Plant,
Uralbiopharm and a branch of scientific
manufacturer Mikrogen. They play an important role as the health and well-being of
millions of people in the region are affected
by the prices, quality and effectiveness of
the medicines they produce.

Exports
The nature of the sector’s export structure
drastically changed when, after the fall of
the Soviet Union, conversion companies –
i.e. those which, until the fall of the Soviet
Union, were involved in state and military
production but which then reoriented towards civil production – entered the market with hi-tech products such as chemically radioactive elements. In 1975 chemical
products amounted to 11.1% of the Sverdlovsk region’s total exports, but controversial economic reforms that followed in Russia some years later saw this level drop to

Volume of Shipped Chemical Goods
in 2004-2005, mln. rub.
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Development Trends
The main goals to be achieved for the region’s chemical sector to further develop
include: filling the market with competitive products, increasing export potential,
replacing imports with regionally-manufactured products and upgrading existing and establishing new production facilities. Performance in 2006 by chemical and
oil industries highlights several potential
barriers to this development, including: a
decrease in competitiveness due to dated
equipment and machinery, lack of investment, rapidly increasing prices of statecontrolled resources and products (gas,
transport, oil etc) and the insufficient capacity of internal chemical market to allow
for expansion.
The first problem mentioned is particularly acute. Machinery used by some
companies is notably inferior, more worn or
older than that used at foreign companies.

Efficiency of Chemical Industry
Export Structure













3.5% in 1992. Two years later chemical exports once again rose sharply to account for
some 18% of regional exports, rising gradually thereafter to 21.74% by 1997. Today
Sverdlovsk’s chemical exports market is
approaching optimal level largely thanks
to expanding sales volume in two main
groups – chemically radioactive and inorganic chemistry products.
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Natural Resources, Extraction and Processing
Most machines, parts and equipment have
an operational life expectancy of between
20 and 25 years. 57.8% of industrial inventory in the chemical sector is worn out,
along with 67.2% of equipment. In some
industries this figure is as high as 80% or
even 100% (particularly at firms connected
with production of calcined soda, polystyrene and styrene copolymers).
Chemical firms update their machinery
four times less often than the recommended minimum and 2-2.5 times less often
than the manufacturing sector at large.
Nevertheless most firms have to allocate
considerable portions of profit to cover
equipment repair.
Low quality products, a limited range of
base chemical ingredients produced in Russia, improper development of the domestic
market, unreadiness in the economy to
recycle and re-use a number of materials
(mostly polymeric) are all factors that

support the argument to increase imports
of chemical production. For example, consumption of plastics and other chemical
products per capita is considerably lower
than in industrially advanced countries. A
significant part of this domestic production
is in fact exported. The imbalance between
manufacturing and polymer recycling
makes Russia a net importer of finished
goods, including the ones made abroad
from Russian-made polymers.
Imports significantly increased: Plastic
imports rose to 72%, chemical fibers to
65%, synthetic dyes and polystyrene to
58% and paintwork materials to 40%.

Investment Potential of the Sector
Despite the above problems investment potential in the chemicals sector is high. Investment has increased over the last three
years, though it still just a third of the level of investment witnessed in 1991. But
the Regional Cabinet of Ministers has earmarked 696.9 million rubles for investment

over the next few years into chemical, rubber and plastics production. This is expected to see production levels at chemical
firms double to around 23 billion rubles.
In 2006, total investment into chemical
sector development projects amounted to
213.3 million rubles. In 2007 investment
into programs is unfortunately expected to
be lower at 196.7 million rubles, comprised
as follows: 93 million out of which will
be from firms’ own equity, 103.7 million
rubles from external investors, 49.6 million
rubles from regional authorities, 32 million
rubles from budget loans and 16 million
rubles from an investment tax loan. 1.6
million rubles of this will go towards the
development of prioritized scientific and
technological projects. However in 2008
investment is planned to increase to 277.5
million rubles – 90 million from equity and
187.5 million from attracted funds.

Investment in the Regional Chemical
Industry (millions of rubles)

SWOT
Strengths
Sverdlovsk’s chemical sector is not only a significant domestic sector, it
also plays a large part in Russian chemical exports.

55

55

Weaknesses
Firms face increasingly expensive and strict environmental protection
measures. This problem is particularly felt in the export branches of the
chemical sector, such as in chrome composition production.

55

Opportunities
The region-is home to a major producer of technical and reactive qualification chrome compositions in Chrompic, active within Russia and abroad,
while Urals Eletrochemical Plant is a Russian leader in chemical compositions and isotopes.

55
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Over the last three years investment into the region’s chemical sector has increased slightly. Investment into capital assets amounted to
300 million rubles in 2005. Investment into development projects in the
sector in 2006 amounted to 213 million rubles. This is, however, only a
third of 1991 levels.

Threats
The sector has a general problem with worn-out and dated machinery
which adversely affects products’ quality and competitiveness.
55 Low quality products, a limited range of chemicals produced in Russia,
improper development of the domestic market, unreadiness in the economy to recycle and re-use a number of materials (mostly polymeric) are
all factors that support the argument to increase imports of chemical
production.
55

INDUSTRY AND
MANUFACTURING
55 The region has recently seen the
emergence of a new sector - that
of scrap processing. This sector provides
large metallurgic enterprises with 70%
of their non-ferrous scrap and 60%
of ferrous scrap
55 At 45%, Sverdlovsk's share of industrial
production in gross regional product
is one of the highest in Russia
55 The region's food processing firms
manufactured products worth in
total 26.4 billion rubles in 2005 and
31.2 billion rubles in 2006
55 Regional pharmaceuticals production for
the first four months of 2006 was over
300 million rubles
55 Over 1.7 billion rubles was earmarked
as the final phase of an investment
project to increase regional production
of pharmaceuticals. 200 million rubles
of this will be sourced from federal and
regional budgets, with the remainder
coming from private investors

Industry and Manufacturing
Anna Balashova, Analyst, Economics Division, MARCHMONT Capital Partners

Pipe Production and Metal Processing
One of Russia’s traditional industrial strongholds, the Sverdlovsk region ranks among Russia’s top
region’s in terms of industrial output. The city is home to more metal processing and ore-mining firms
than just about any other Russian city.
Pipe production falls under ferrous metallurgy and involves production of steel and
cast-iron pipes widely used in just about all
of Russia’s industrial sectors, including oil,
gas, energy, machine-building, instrument
engineering, construction, land amelioration and improvement and others.
Metal processing, meanwhile, is a processing industry that comprises metal repair, tool-making, sanitary engineering and
production of metal fittings, hard components and other metal products. Depending
on their focus, metal processing factories
can come under different economic sectors, such as timber and wood processing,
medicine and machinery building.

Metal Processing
Russia’s metal processing sector is dominated by small- and medium-sized factories which, over the last few years, have
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collectively made significant contribution
to the sector and the regional economy at
large. Most are operating at below full capacity meaning the sector can still grow
further. The hi-tech sub-sector of scrap
metal recycling is now more prevalent
than previously and today accounts for
60% and 70% of all nonferrous and ferrous scrap metal used by Ekaterinburg’s
steel factories, respectively.
But the picture is not universally positive.
The number of small metal processing companies in the region, for example, has fallen
by 30% since 2000, with production output
having increased much less than expected
at 120%. Small businesses in particular are
underdeveloped, for a number of reasons. A
deficit of suitable production premises and
investment, the volatile nature of the steel
and metallurgy markets and the slow rate
of progress in low-power operating metal-

lurgical manufacturing, are all adversely
contributing factors.

Pipe Production
Sverdlovsk is home to three of Russia’s seven major pipe manufacturing factories,
namely the Seversky, Sinarsky and Pervouralsky Novotrubny pipe mills.
Founded in 1979, Seversky pipe mill is
one of the oldest pipe factories in the Urals.
It concentrates on production of round- and
section-shaped hot-rolled and electricalwelded steel pipes, the steel for which is
wholly produced by the firm’s steel-making
arm. Used widely in the country’s gas and
oil pipe networks, their output is also
used in construction, machine building,
furniture production and as part of utility
infrastructures (sanitation, drainage etc).
In total last year the Seversky pipe mill
produced 500,000 tons of steel, 342,000
tons of seamless pipes and 318,000 tones
of welded pipes.
Sinarsky Pipe Mill is one of Russia’s
largest producers of steel, stainless steel
and cast-iron pipes which are used in oil
refining and petrochemical industries. Like
Seversky pipe mill, the firm is part of TMK
Group, Russia’s largest steel pipe manufacturer and exporter which in 2005 produced
2.86 million tons.
Pervouralsky Novotrubny Pipe Mill
mainly produces general purpose pipes
but has also begun investing in expanding
its operations to tubing production. In May
2007 Pervouralsky Novotrubny sold 22,500
tons of pipes, up 14% on sales figures for
May the previous year. Since the beginning of 2007 Pervouralsky Novotrubny
has shipped 360,500 tons, 31% up on the
275,800 tons shipped in the same period
in 2006.
Another of Sverdlovsk’s pipe factories is
Uraltrubprom, which produces electricalwelded round pipes for major and field
pipelines along with oil, gas, industrial
and other transmission pipelines. In 2007
Uraltrubprom has so far sold 23,000 tons
of finished products, 15.6% up in the same
period in 2006. This included 9,400 tons of
round pipes. During the first 6 months of

Metal Processing
2007 128,000 tons of pipes were shipped
to the factory’s consumers, 26.2% up on the
first six months of 2006.
Uraltrubprom also plans to launch production of fiberglass pipes, which have
significant advantages over traditional
steel and cast-iron pipes as they are more
durable and environmentally friendly.
Continuous coiling technology allows
for pipe diameters of 300-2,600mm, i.e.
exactly what is needed for water supply
system and sewerage pipes.
In Soviet times pipe mills had very specific specializations, a legacy that lives on
today. Pipes for oil extraction are mainly
manufactured by the Tagmet (in Rostov

region), Seversky and Sinarsky pipe mills,
which sell 70% of their total output to the
oil industry. Their pipes are principally
used in oil extraction and occasionally
for oil pipelines too. Recently demand for
pipes has significantly increased across
the economy. In the domestic market
pipe mills are most active and competitive in three areas: oil pipes, gas pipes
and general-purpose pipes, with the first
two accounting for the the lion’s share of
tube manufacturers’ profits. In short, the
oil, machinery building and housing and
utilities industries are the driving forces
behind the pipe industry.

Metallurgy enterprises
Company
BIPROM-EPO

Website
www.biprom.ru

Product
Fastenings, strings, hard components.

BMP

-

Expanded metal, hard components, metalwork

Global-Steel-Ural

www.globalsteel.ru

Pipes (round and shaped, dull and polished), mill products
(angles, circles, hexagons, squares, plates), connecting equipment (valves, gates, globe and plug valves), welding materials
(wire, electrodes).

Ingetech

www.ingetech.ru

Casting facilities, electrodes.

Kamyshlovsky Tanning Works

–

Household appliances, ventilation grids for floors, walls and
ditches; pans, frying pans, metal pots, electrical heating units
for household, electrical desktop cookers, electrical ovens,
stoves.

Liteyshiki Urala (Foudrymen from Ural)

–

Ornamental casting of cast-iron, bronze and other metals.

Max-o

www.ten-techno.ru

Electric heaters with tube elements, lathe machining of metal

PromMashResurs

www.centrprom.ru

Production of stampings, ferrous and non-ferrous metal casts,
spare parts manufacturing, metal processing, production of
equipment for metallurgy, chemical and other industries. Pipe
bending, manufacturing of metalworks and springs.

Regional Centre for Plate Processing

www.rcl.ur.ru

Metal housings, information desks, shelf stands. Plate cutting, accurate bending, stamping, high-speed and accurate
mechanical treatment, high-quality casting.

Revdinsky Steel Works

–

Hard components

SIZ-Pumori-Engineering

www.pumori.ru

Production of press molds and dies, engineering services,
including metal processing engineering .

Technouralmetiz

www.tehnometiz.ru

Equipment, tools, devices, equipment repair.

Ural factory of centrifugal casting

www.uralbronze.ru

Spare parts production from bronze by centrifugal casting and
mechanical treatment.

Uraltechnomash

–

Couplings, shafts, gears, rams, dies, equipment for steel
factories.

VSMPO-AVISMA

www.vsmpo.ru

Ingots and varied intermediate products manufactured from
titanium alloy, alloy steel and heat-resistant alloys based on
nickel; pipes and pipeline fittings.

Wilabrator Allevar Ural

www.waural.ru

Steel shot
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Industry and Manufacturing
Pipe Mills
Company

Website

Product

Uraltrubprom

www.trubprom.com

Electrical-welded pipes, pipes produced from lowgrade steel, welded closed sections of square and
rectangular section.

Pervouralsky Novotrubny Pipe Mill

www.pntz.ru

Production of hot and cold formed pipes out of
carbon and alloy steel.

Seversky Pipe Mill

www.stw.ru

Hot-rolled and electrical-welded steel pipes.

Sinarsky Pipe Mill

www.sinarsky.ru

Cast-iron pipes, all sorts of pipes for oil industry,
drill and casing pipes, tubing, pipes for oil pipelines,
seamless carbon steel pipes, pipes for low- and
high-pressure boilers, pipes manufactured out of
stainless steel and alloys based on titanium.

Forecast Production Growth Rates in Sverdlovsk Industry
2005, as %
of 2000

Sector

2010, as %
of 2005

2015, as %
of 2010

2015, as %
of 2000

Primary industries

132.9

119.3

117.3

186,0

Power

145

186.7

149.5

404,8

Fuel

136.9

197.2

162

437,3

Ferrous metallurgy

125.6

102.9

105.2

136,0

Nonferrous metallurgy

136.3

107.1

104.6

152,7

Chemical and petrochemical

120.9

113.5

103.2

141,6

Timber, woodworking and pulp-andpaper

122.9

98.6

129.6

157,1

Knowledge-intensive

151

211.9

160.8

514,4

Machine building and metal
processing

151

211.9

160.8

514,4

Socially-oriented industries

168.4

197.2

134

445,1

Building materials production

173.4

195

107.8

364,6

Light industry

138.7

98.6

194.4

265,9

Food and processing industries

167.3

201.6

145.3

489,7

Others

143.5

153.1

101.4

222,7

Total

140.6

147.9

129.6

269,4

SWOT
Strengths
Presence of three of Russia’s seven major pipe mills in Sverdlovsk, namely
the Seversky, Sinarsky and Pervouralsky Novotrubny pipe mills

55

Weaknesses
Lack of production facilities and investment resources and instability of
the metal products and resources market as well as the underdeveloped
production of low-power machinery hinder the development of small metalurgy businesses

55
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Opportunities
55 Use of locally-produced raw materials for pipe production.
55 Ekaterinburg is home to more metal processing factories than most other
places in Russia, making it an ideal place for direct and foreign investment
into Russian metallurgy
Threats
Opportunities for the development of SMB in metallurgy have not been
fully taken

55

Metal Processing
Mikhail Gulyaev, General Director of the Ural Precision Alloys Plant

The Competitive Advantages
of a Closed Manufacturing Cycle
The Ural Precision Alloys Plant was designed and built in the Urals
as a special company producing precision alloys for the defense, space, nuclear
and electronic industries.
The plant’s story begins back on 6th November, 1976, when the first melt of a precision alloy was completed. But in 2004
falling demand led the company to cease
production of special kinds of steel, alloys and precision stripe. The production
areas and facilities this freed up are now
used for the assembly of wire and fastening parts.
Although still involved in the precommissioning stage as part of the plant’s
general reorientation program, the company is already increasing production
both in domestic markets and abroad.
Rapid development in 2006 saw the plant
become one of the leading companies in
the Beryozovsky urban district in terms
of financial and economic rates and investment attracted. In March 2006 the
plant became a laureate of the RosMetiz
Association in recognition for the plant’s
“contribution to the development of hardware production in Russia”.
Today, most prevalent among the
products we produce are: bright annealed
wire, general-purpose wire and welding
wire for reinforcing concrete components
of class VR-1, nails, galvanized wire with
0.2-1mm and 1.2-6mm diameters, selftapping screws and Rabitz steel wire.
In 2006 the plant certified all the
products it sells. Moreover, certification
body Uralsertificat issued the plant with
a Conformity Certificate in recognition
of its quality control system, which Uralsertificat confirmed complied with the
requirements of GOST R ISO 9001-2001.
Today the company is witnessing one
of the largest building projects currently
underway in the Urals. We are about to
complete the commissioning stage of
launching the main manufacturing zones
and have already begun producing new
products. At the steel wire workshop 41
drawing machines made by Mario Frigerio, Koch and Team Meccanica have been
assembled and launched with combined
estimated annual production capacity,
assuming they work seven days a week,
of 560,000 tons.

The first production line of bright-finished galvanized wire, supplied by Belgian
firm FIB, achieved its target output. A second line, to produce not only galvanized
but also thermally-processed wire, also
from FIB, has also been launched. Over at
the steel wire workshop, using equipment
built by Austrian furnace makers Ebner,
our specialists have mastered production
of bright annealing in hydrogen environments.
Today our wire enjoys strong demand
not only in Russia but abroad. We supply
to Kazakhstan, Belarus and to a wealth
of European countries including those
in Scandinavia, Greece, France, Italy,
Slovakia, Holland, Germany, Poland and
Lithuania.
The installation of headers and threadrolling machines built by Wafios and
Hilgeland Nutap, along with thermal
processing equipment from Kohnle, galvanization and phosphatizing equipment
from Manz and packaging equipment
from Weightpack, has allowed us to begin production of self-tripping screws at
our fasteners workshop, with production
capacity to be 12,000 tones a year. Today
the workshop produces around 120 different types of hardware components, of
varying size standards, with this number
set to rise to 150 in 2007. All our products are packaged according to European
standards.
Work at the Ural Precision Alloys
Plant’s Revda site has traditionally been
dominated by nail production; indeed, it is
one of Russia’s largest nail manufacturers.
Construction of a new workshop started

in Beryozovsky recently, and equipment
and machinery manufactured after 2000
and which is currently at Revda will be
relocated there once it has been built.
Contracts have been signed with Wafios
and Kovopol, based in Germany and the
Czech Republic respectively, to purchase
more modern equipment for nail production. The new workshop will have the
facilities and capability to output 100,000
tons of nails each year.
None of us here expect that, after our
reorientation process is complete, our
entry into new markets will be easy or
met with warm welcomes from our competitors. But we believe our competitive
advantage of unifying metallurgic, casting
and hardware manufacturing under one
roof will pay off. That we can produce
high quality rolled wire and then transport it not to a drawing mill or fasteners
workshop hundreds of miles away but to
our own facilities down the road, means
we will save costs where our competitors
will not. The advanced technology and
machinery either in place or soon to be
installed will mean our products will be
of global standards. These elements will
allow us to not only survive in the markets
but also consolidate our positions and fill
current niches.
After the plant’s reorientation is completed and all its workshops start to reach
their targeted output, the Ural Precision
Alloys Plant can then be deservedly called
a company of the 21st century, one of the
best in the Urals and in Russia at large.

Projected Hardware Manufacturing Activities
at the Ural Precision Alloys Plant:
55
55
55
55
55
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Nail production workshop (2008)
Screw production (including automobile fasteners) workshop, (2009)
Rod and wire production workshop for automatic welding (2009)
Steel wire cord production workshop (2010)
Organizing manufacturing of cutting tools
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Automotive and Machine Building
Stalin made Ekaterinburg a center of heavy industry, and this trend was further strengthened during WWII,
when many factories in the Western Soviet Union were moved East to the Urals.

UralElectrotyazhMash:

Thus, Ekaterinburg has well over 50 years
of history as a leading center of machine
manufacturing. Everything from tanks to
missiles to hydro-generators is made in
Ekaterinburg. Below is a list of the major
players, together with a brief description
of each firm.

UralMash:
The Ural Machine Plant (UralMash) has a
long history dating back to 1933, when Stalin was implementing his planned industrialization of the Soviet Union. As Russia’s largest heavy machine building plant, UralMash
produces approximately 200 different types
of machines for various industries including: mining equipment, ferrous metallurgy equipment, hoisting and handling equipment, equipment for nuclear power plants,
press-forming equipment, equipment for
power generation, equipment for cement
production, non-ferrous metallurgy equipment, and rollers for cold and hot rolling
mills. Particularly well known are the Ural
Mash drilling rigs, which, before the Soviet
collapse, drilled the “Kola Superdeep Borehole” to a depth of 13 kilometers.
Today UralMash is a subsidiary of
Uralmash-Izhora Group (OMZ), which
also owns Skoda in the Czech Republic. The
plant continues to produce high quality machinery for heavy industry and mining. Its
recent production has included: continuous
casting machines for the Magnitogorsk Steel
Plant, sintering and straight grade induration machines also for Maginitogorsk Steel
Plant, drilling rigs for a number of domestic
clients, and cone crushers for use in India
and Mongolia. For further information
about either UralMash or OMZ, see: www.
uralmash.ru and www.omz.ru.
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Kalinin Machine Building Works:
In keeping with Ekaterinburg’s history as
a major center for defense manufacturing,
Kalinin Machine Building Works traditionally made field and anti-aircraft artillery as
well as anti-aircraft missiles. Today it continues to produce missiles, missile launchers, and related military systems. Not all of
Kalinin Machine Building Works’ production is for the military, however, and the
company produces both diesel and electric
forklifts, equipment for meat and milk processing, and a number of other miscellaneous items. For further information, see:
www.zik.ru (website in Russian only).

EnergoMash:
EnergoMash came into existence in 1998
with the merger of seven power generation
machine building companies. The firm produces turbo-generators, transformers, converters, high-voltage gears, water turbines,
combustion chambers, complete power
plants, and other similar products for the
downstream energy industry. The plant in
Sverdlovsk Region produces hydro-turbines,
pump equipment, transformers, high voltage gears, electric machines, control systems, and converting machinery. For further
information, see: www.energomash.ru.

A subsidiary of EnergoMash, UralElectrotyazhMash (UETM) was founded in
1934 and produces about 1000 different
types of electrical machinery for a customer
base of about 3000 different firms. Its main
products are: circuit breakers, transformers, reactors, electrical machines, hydrogenerators, and converter units. For more
information, see: www.uetm.ru (Russian
language only).

UralTransMash:
UralTransMash is the descendent of a machine tools manufacturing firm which was
founded in the Urals in 1817. During the
Soviet period, the firm specialized in selfpropelled artillery mounts and parts for
tanks. Today, while the military wing of
the firm continues to produce a wide array of military hardware, the firm’s civilian
production level has increased dramatically. Further information on UralTransMash
may be found at: http://uraltransmash.
yek.ru/ (Russian language only).

UralVagonZavod:
UralVagonZavod is yet another example of
Ekaterinburg’s history as a major military
manufacturing center. Not only was the famous WWII tank, the T-34, produced here,
but so has almost every other Soviet/Russian Army tank in recent times (with the
notable exception of the T-80). In addition
to making tanks, its other major business is
building international standard 8 axle railroad wagons, road building vehicles, tools,
and other consumer products. For more information, see: www.uvz.ru.

Machine Building
Porter’s Five-Forces Analysis:
Supplier Power:
Suppliers’ to this industry have power based on competition
for raw materials such as steeal. When the World economy
is expanding rapidly, as it has done in recent years, competition for these raw materials can be fierce, and suppliers can
more or less name their price. At the same time, however,
this tends to be in periods when the products which come
from machine building factories tend to be in great demand,
so high prices for materials can often be passed through to
consumers.
Threat of New Entrants:
There are fairly high barriers to entry in machine building, as it
is an industry with high start-up costs and a need for a highly
skilled work force, particularly at the engineering and design
faze. These barriers are certainly not prohibitive, however,
and potential future competition from new entrants in other,
cheaper, locations, such as South or South-East Asia should
be considered a possibility.
Substitutes:
Whether it’s missiles, turbines, or railway wagons, there are
certainly plenty of competitors out there in a global market.
Military manufactures may possess a certain advantage, in
that they tend to be protected in their home market.
Buyer Power:
Buyers tend to buy on a combination of price, as well as existing business relationships. Buyer power tends to be inversely
proportional to demand, in that buyers will have more power
in a slower economy and less when the economy is expanding rapidly.
Rivalry:
There is a great deal of rivalry in the machine building industry,
and further consolidations in the form of mergers and acquisitions can probably be expected in the long term.

SWOT
Strengths:
Sverdlovsk Region has a huge concentration of heavy machine building
plants, with a great deal of experience and technical know-how
55 The Region’s extensive transport network means that new machinery
should be easy to export to either Europe or Asia at fairly low costs
55 Exciting new joint-ventures, such as UNOC, which is a JV between UralMash, National Oilwell and Caterpillar to produce drilling rigs, are a clear
example of what can be achieved when Russian and foreign firms start
working together

such as inexpensive but high quality tractors, harvesters, and so on,
many of the factories in Ekaterinburg have continued to focus on their
traditional, Soviet-era products

55

Weaknesses:
Sverdlovsk Region’s machine building sector still relies very heavily on the
production of military hardware and mining machinery
55 There are no automobile plants, truck factories, or agricultural machinery
plants in the area
55 Many of these factories remain closely tied to the State, and therefore
lack the access to investor capital that privatization could bring. Instead
of trying to innovate and produce products which consumers demand,
55
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Opportunities:
55 Sverdlovsk Region has the concentration of experienced and highly skilled
labor necessary to become a world leader in machine manufacturing.
55 With some more foreign investment and a certain amount of modernization, these factories have tremendous potential
Threats:
Russia’s entry into the WTO will put a great deal of pressure on these
factories to be competitive internationally in order to protect their domestic market and begin to seek out new ones
55 Whether or not they can perform under this pressure is yet to be seen
55
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Nikolay Lotov, General Director of ТК NMZ

The art of being one step ahead
Despite its 300 years in operation, the Nevyansky machine building factory
is today very much a modern industrial company. This is nothing if not
supported by the statistics; over 700 staff, many highly-qualified from the
Ural Mechanical College and Ural State University, work in its 123,000
square meter production facilities, while production volume has tripled
since 2003 thanks to increases in staff productivity.
This, along with steady investment,
has allowed Nevyansky to operate
profitably and look towards further expansion and upgrading. Between 2004
and 2006 some 50.5 million rubles was
invested into the factory which helped
finance comprehensive renovation and
technological upgrading.
One reason for Nevyansky’s success
is that it has not been shy to change
and adapt in its attempt to run profitably. Production has shifted from metal
mechanical treatment over to machine
building and today the factory specializes in producing high-voltage, hydraulic
and other special equipment, along with
furniture for hotels and a range of other
products. The renovation and upgrade
program also meant the factory could
expand its product range to include
products like coupling boxes for oilwell
tubing strings, a niche product not mass
produced in the Urals economy. On this
and all other new production projects
we work closely with a number of R&D
institutes.
Production was also launched of
gear systems for high-voltage post-type
switches for 100 and 220kW transmission lines and for converting transformer switches. The transformers are
used at metallurgic companies during
electrolysis processes. The factory also
successfully began producing thyristor
converters used in the driving gears of
rolling mills as well as thrystor actuators
used in heavy electronic machinery.
Also produced at the factory are
dressing equipment for excavators,
including a wide range of hydraulic
hammers, shovels and other related
components. And hydraulics heavily

features in plans for the factory’s further development; an agreed development plan envisages refining the design
and increasing production of hydraulic
hammers, to be made possible by the
purchase of high-accuracy equipment
to aid their production.
The program has also seen the
factory purchase the necessary equipment for isothermal parts processing
and launch production of supports and
pile foundations for 110kW and 220kW
transmission lines is being expanded.
Another beneficiary of the renovation and upgrade program has been
the factory’s furniture production operations, launched last year and which
now benefits from modern and highly
efficient equipment such as state-ofthe-art machining center modules. With
Nevyansky-designed and produced
furniture sought for hotels, offices,
pharmacies and schools, furniture more
than most other new production lines
shows significant promise of becoming
a major future production focus for the
factory.
That demand for the factory’s products has remained stable owes much to
the standards of quality and reliability
that are ensured by the certified quality
control system that is in place.
All this, along with 50,000 square
meters of free production facilities, lifting cranes ranging between five and 15
tons and highly qualified staff capable
of undertaking even the most complex
technological projects, the Nevyansky
machine-building factory stands ready
and willing to establish mutually beneficial contacts with potential partners.

Avionics Industry

Niche Markets in the Aircraft Sector
Aircraft construction accounts for a relatively small share of regional production.
That said, the region’s aircraft construction and repair firms are among the most hi-tech in the
region’s manufacturing sector.
The region’s largest aircraft company is PRAD, the Ural Civil
Aircraft Plant, which has been repairing aircraft equipment
for over 65 years. Presently, the firm mostly repairs plane
and helicopter engines and related parts, including: NK-8
-2U engines for TU-154 B planes; TV2-117A, TV2-117AG
and TV3-117 engines for MI-8 helicopters; and VR-8A, VR14 and VR-24 main gearboxes. The firm repairs these models for both domestic and foreign customers, including for
the Russian Air Force. Looking forward, the firm has the capacity, facilities and expertise to launch production of new
engines.
The plant’s highly-skilled staff use modern machinery
and equipment to combine conventional repair methods
with the latest scientific and technological ideas and breakthroughs. The firm also uses its experience and know-how
of repairing worn components to avoid the need for costly
replacement components. To this end the firm is currently
developing new repair methods to not only revive obsolete
components but also overhaul maintenance properties and
engines in general.
Ekaterinburg is also home to the Urals Public Design
Bureau of Airship Building and Hydro-Pneumatic Construction. Meanwhile the Aircraft Repair Plant is based over in
the Sverdlovsk regional town of Aramil.

SWOT
Strengths
Regional aircraft firms’ production capacities, high
level of qualification among specialists and many
years of repair experience allow for high quality and
often very quick repair work
55 There is a good system of after-sales services in
place at most aircraft companies
55

Opportunities
An opportunity exists to not only repair but also begin producing new components and devices.
55 The Ural Civil Aircraft Plant has developed and
launched its own standard (STP 404-049-2001)
for training staff in-house as well as at external educational institutions

Tu-154 B
The Tu-154 B is a medium range passenger
jet plane, designed for flying distances between 500-4,000km. The craft’s high reliability and durability levels, well-developed
methods of technical operation and widespread supply of spare parts have allowed
it to remain one of the backbone craft of
Russia’s civil air fleet.

55

Weaknesses
The Sverdlovsk region’s aircraft sector remains underdeveloped
55 There are no firms in the region producing aircraft
parts (engines, etc)
55

Mi-8
The Mi-8 is a widely adaptable helicopter
which comes in passenger, transport and
business variants. The Vladivostok Avia
fleet has all versions of this craft in its
fleet.
A number of helicopters are equipped
with an external load system capable of
carrying up to 3,000kg and a winding
wrench with a lifting arm capable of lifting
cargo weighing up to 150 kg.

Threats
The region suffers from a lack of staff suitably qualified in aircraft construction

55
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Pharmaceutical Industry
The Sverdlovsk region is home to over 30 companies engaged in production of medical and pharmaceutical
products.
The biggest players in the region’s pharmaceuticals market are major regional firms
such as Uralbiopharm, Irbitsky chemical
and pharmaceutical factory, Ekaterinburg
Pharmaceutical Factory and Zavod Medsyntez. Together they account for over 80% of
the region’s pharmaceutical production.
Today the industry is undergoing considerable development. In 2005 202 million
packs of new pharmaceuticals were produced worth over 470 million rubles - 29%
higher than previously forecast for the year.
Total Sverdlovsk pharmaceuticals production in 2005 amounted to 982.6 million
rubles, up 162% on production in 2000,
with capital assets at the end of the year
standing at 480 million rubles. Between
2002 and 2005 comprehensive investment
into the region’s pharmaceutical industry
saw the creation of 427 new jobs.
Pharmaceuticals production in the first
four months of 2006 amounted to over 300

million rubles, with antibiotics, medicine
for cardiovascular diseases, pain-killers,
febrifuges, anti-inflammatory drugs, psychoneurological medicines and vitamins
most produced.

Production of New Products
A strategic program for the further development of Sverdlovsk’s pharmaceutical industry undertaken between 2002 and 2005 saw
production launched of 120 new pharmaceuticals and 10 new medical substances.
The Irbitsky chemical and pharmaceutical
factory, for example, significantly widened
its production range to include film-coated medicines, antituberculous medicines
such as ftivezide- and furacilinum-based
substances, and medicines containing verapamil 0.08 #50, acyclovir #10, picamilon
0.02 #30 and pancreatin #60. The firm
also began production of medicines containing hydrochloride as an equivalent to

the well-known pain-killer No-Spa, producing 20,000 tons per year.
The program is also seeing new production as the result of major scientific
institutions coming together. The Russian
Ministry of Defense’s center for biological
protection, in cooperation with the Russian
Academy of Science’s Institute of New Technology, has organized the production of a
0.1% solution of nitroglycerin in ampuls
for injections - the first project of its kind
ever undertaken in Russia. Research jointly
carried out by the Institute of Organic Synthesis of the Russian Academy of Science’s
Ural division and Blokhin National Oncologic Center has led to the development of
a new home-made medicine for treating
tumors, named lyzomustin. Its ingredients
are produced by a newly-established local
firm, Akadempharm, while the dosage form
of the drug is produced by Moscow-based
pharmaceutical Firma GLES.

Major Pharmacies
Name

Address

Phone

AS - BEURAU

5, Pobeda Street, 620000, Ekaterinburg

(343) 2339613

AVICENNA

16, Pobeda Street, 620000, Ekaterinburg

(343) 2319919

BELORECHENSKAYA APTEKA

10, Belorechenskaya Street, 620102, Ekaterinburg

(343) 2235229

DIOLLA-2

23, Academic Bardin Street, 620146, Ekaterinburg

(343) 2434010

DOCTOR LENDING

18, Latviyskaya Street, 620007, Ekaterinburg

(343) 2260406

ENZIM

178, Lunacharsky Street, 620000, Ekaterinburg

(343) 2554149

EXPERT-PHARM

62, Kirovgradskaya Street, 620088, Ekaterinburg

(343) 2326031

GERAM

29, Starikh Bolshevikov Street, 620017, Ekaterinburg

(343) 2341842

HARD

9a, Stepan Razin Street, 620130, Ekaterinburg

(343) 2608688

REVERS CRA APTEKA # 21

83, Malishev Street, 620076, Ekaterinburg

(343) 2554695

SANDAL LTD

53, Iyulskaya Street, 620137, Ekaterinburg

(343) 2750590

UDACHA (Luck)

19, Ordjonikidze Avenue, 620043, Ekaterinburg

(343) 2339330

ULTIMA

16, Tveritin Street, 620142, Ekaterinburg

(343) 2244707

UNCIA (Ounce)

48, Surikov Street, 620000, Ekaterinburg

(343) 2673656

VALETA (network of pharmacies)

Office 39, 57, Kraul Street, 620109, Ekaterinburg

(343) 2113194

VASHA APTEKA

8, Krasny Lane, 620000, Ekaterinburg

(343) 2707812

VASHE ZDOROVYE (Your Health) (a
pharmaceutical outlet)

13, Komsomolskaya Street, 620137, Ekaterinburg

(343) 2747475

ZDRAVITSA

33a, Gagarin Street, 620000, Ekaterinburg

(343) 2742248
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Pharmaceutical Industry
Also under the strategic program
Ekaterinburg Medin-N became the first
pharmaceutical company in Russia to
produce atraumatic needles with synthetic biodegradable surgery threads,
prototypes of which were highly praised
by specialists from the test center of Moscow’s Vishnevsky Surgery Institute. Zavod
Medsyntez, meanwhile, part of pharmaceuticals producer Yunona and located in
the closed regional town of Novouralsk,
launched production of international standard, plastic-packaged infusion solutions.
The new production line has capacity for
5.5 packs annually. Lastly, AS-Bureau, a
large regional distributor of pharmaceutical products, has built a new factory for
producing solid-form medicines in the
regional town of Beryozovsky, capable of
manufacturing 500 million pills and 150
million capsules annually.

Development of the
Pharmaceutical Industry
Despite several years of high performance
among the region’s pharmaceutical firms,
the sector is not without its problems,
chief among them the lack of investment
into technically upgrading firms’ production facilities. Technical upgrade is crucial if firms are to meet Good Manufacturing Practice (GMP) standards. Going
forward, the sector also needs to further
roll out hi-tech production techniques
which in turn will help achieve the longterm aim of replacing imported pharmaceutical products with Sverdlovsk-produced ones.
With the last point in mind, a new threeyear, one billion ruble ($40m) development program is in place. The program’s

Production Volume of New Pharmaceuticals
Manufactured in the Sverdlovsk Region
for the Period 2001-2005, millions of packs
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aim is to set up new production facilities
- and, subsequently, begin production of
new pharmaceuticals - and increase existing production. Following the program’s
implementation last year the state authorities later approved a 125 million ruble loan
for regional pharmaceuticals production in
2007.
Further expansion in the sector will
see Yunona shortly begin construction
of a complex in Novouralsk, which will
likely incorporate the firm’s promising
Medsyntez factory. Other chemical and
pharmaceutical firms will be invited
to join the complex, but only provided
they are willing to modernize production facilities and processes to conform
to international standards and employ
hi-tech production.
The fall of the Soviet Union led to socalled conversion companies – companies
which were dependent on state orders





from the Soviet Union and which had to
reorientate after its fall to adapt to Russia’s
new market economy. A number of these
are present in Sverdlovsk and some have
turned towards pharmaceutical production,
such as the Ural Instrumentation Making
Factory, the Ural Optico-Mechanical Factory and Medsyntez.
Over 1.7 billion rubles has been earmarked as the final phase of an investment
project to increase regional production of
existing and new pharmaceuticals. 200
million rubles of this will be sourced from
federal and regional budgets, with the remainder coming from private investors. If
successful, the project should see regional
pharmaceutical production in 2010 stand
at five times the level it was in 2005.

Pharmacies Market
Sverdlovsk’s pharmacies market is going
through a period of significant change,

Production Volume at Major Sverdlovsk Firms,
millions of rubles
2003
Name

2004
Production
volume

Production
volume

Production volume

Growth rate, %

26,9

–9

24,0

–11

18,3

–24

Irbitsky Chemical and Pharmaceu- 396,2
tical Factory

–2

337,6

–15

424,5

26

Regional branch of Microgen

38,7

0,3

42,0

9

44,2

5

Uralbiopharm

340,3

20

370

9

348,5

–6

Zavod Medsyntez

–

–

48,8

–

90,1

85

Ekaterinburg Pharmaceutical
Factory
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with independent chains coming under the
umbrella of larger chains and those same
larger chains merging with other chains.
National pharmacy chains are present in
the market, such as 36.6, Rigla and 03, but
these are not yet considered a major threat
to the more dominant regional networks.
In attempt to remedy this 03 in particular
has spent considerably on advertising, and
now plans to open several new shops. It’s
too early to tell how effective this expansion
program will be for 03 as the plans are still
in the early stages.
The market has been steadily growing
for several years now, explained in part
by rising salaries which, in turn, has led
to people being more proactive towards
their health and spending more on health
products. The regional market of skin care

products, vitamins, dietary supplements
and other non-essential pharmaceutical
goods is particularly growing.
The market here is led by the region’s
own Zdravnik chain of pharmacies. ASBureau is also showing high growth rates
while Atoll-Pharm has expanded following
its acquisition of Akademicheskaya – the
first time two pharmacy chains had merged
in Sverdlovsk. The merger option is becoming increasingly attractive among regional
pharmacy firms, who would sooner snap
up a ready-made and already operational
chain than spend time and funds building
new premises and acquiring licenses.

Production Volume of Regional
Pharmaceutical Enterprises
for the Period 2002–2006,
millions of rubles








National Pharmacy Chains



Name

Web site

03

www.otri.ru

36.6

www.366.ru

Avicenna

–

Pharmacor

www.pharmacor.ru

Rigla

www.rigla.ru

SWOT

Website

Activity

Ekaterinburg Pharmaceutical Company

–

Production of cephalo-sporin antibiotics

Ekaterinburg Pharmaceutical Factory

–

Herbal medicines, ointments, tinctures, toothpaste from natural ingredients, medical spirit,
Demidovsky Altaysky and Kedrovit balms

EMA

www.ema.su

EMALED Surgical lights, Emalux medical lights,
movable and stationary medical lights, bactericidal lamps, recirculators and physiotherapy
equipment

Irbitsky Chemical & Pharmaceutical Factory

www.ihfz.ru

Production of pharmaceuticals including substances and dosage forms

MEDIN-N

www.medin-n.ru

Production of swaged surgical needles, ophthalmologic needles, needles with gold thread for
plastic surgery and scarificators

Regional branch of Microgen

www.ufa-immun.ru/

Bacterial drugs including immunoglobulin, blood
specimens, culture mediums and solutions

Uralbiopharm

www.ubf.ru

Production of medicines in pill form

Zavod Medsyntez

–

Production of pharmaceuticals including unique
infusion solutions
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Strengths
The region is home to major pharmaceutical
producers including Uralbiopharm, Irbitsky
Chemical & Pharmaceutical Factory, Ekaterinburg Pharmaceutical Factory and Zavod
Medsyntez. Together they account for over
80% of the region’s total pharmaceutical
production

55

Region’s Major Pharmaceutical Manufacturers
Name



Weaknesses
There is a lack of investment into the technical upgrading of equipment and production
facilities, needed by nearly all producers

55

Opportunities
An approved long-term governmental program is in place which, having begun in
2009, aims to expand pharmaceutical production by 2009. Under the program’s
framework new production facilities are to
be established, leading to production of new
pharmaceuticals and increased production
of medical substances
55 A large pharmaceuticals complex is currently being set up in the region
55

Threats
The market is still some way off from replacing imported pharmaceuticals with regionally-produced ones that might then be
exported

55

Cosmetics Industry
Alexander Petrov,
Economics and Finance Director of Kalina

You Need Access to International Capital Markets
in Order to Develop
Russia and the CIS’s perfume and cosmetics markets lag behind more mature
Western markets but still have a high potential for significant growth.

The Company Today
Kalina produces perfumery and cosmetics products and household cleaning goods.
Kalina has developed brands in all major sectors of Russia’s perfumery and cosmetics market. Kalina is the leading Russian manufacturer
in the skin care products sector, one of the
leaders in the Russian and CIS’s markets for
oral care products and one of the leaders in the
German market for color cosmetics and skin
care products. The company is also active in the
hair care and male grooming sectors.
The company’s sales revenue in 2006 was
$344.2m. Kalina’s main markets were in Russia
and Europe, with a market share of 58.6% and
26.7% respectively. Net profits were $15.4m,
which was a decrease 35% from 2005.
Kalina has its main factories in Ekaterinburg, Russia, where the company makes perfumes and cosmetics products, and in Eislingen,
Germany, where perfumes and cosmetics are
produced under the Dr. Scheller Cosmetics AG
brand.

According to Euromonitor International, from 2000 to 2006 Russia’s market increased from $3.8bn to $8.4bn. The estimated growth rate of this market for 2007
to 2009 will average 6.7%.
Kalina is a rapidly developing perfumery and cosmetics company that finances
its everyday activities and strategic
projects using equity capital, as well as
loans, debentures and income from investments
Until 2000, Kalina relied mainly on equity financing, and only occasionally took
out short-term loans to finance current
assets. In 2000, the company’s management came to the conclusion that for the
company to move on to a new and higher
level, and to develop further, it was necessary to get access to capital markets, including international capital markets. For
this reason they decided to bring in the
European Bank for Reconstruction and
Development as a strategic investor. This
step has allowed the company not only to
attract investment, but also to appraise
the company and create its good image in
the investment community. Moreover the
active participation of the EBRD’s representatives as members of the company’s
Board of Directors has contributed a great
deal to increasing the quality of the company’s management system.
During the period from 2001-2004
Kalina was developing a good credit history – they issued bonds twice for a total
amount of approximately $17m, concluded
a loan agreement for $20m with the EBRD,
took out loans from the largest Russian and
foreign banks, with Citibank, Alfa-Bank,
Raiffeisen Bank, and International Moscow
Bank among them. In spring 2004, Kalina
held its IPO on the MICEX and managed to
raise a total of around $50m.
Short-term loans were used to finance
the company’s current assets, while investment, debentures and long-term loans were
used for the development of existing and
creation of new brands, the modernization
of production and logistic buildings and the
development of the distribution network.
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Steps to Prepare for IPO
2000 – a strategic investor, the European
Bank for Reconstruction and Development,
was attracted. It was allowed to appraise the
company, to develop and improve the management system and provided means for further
development.
2000 – the company published its financial results in accordance with US GAAP for the first
time, and was audited by Deloitte&Touche, this
step contributed to making the company more
transparent for investors.
2001-2003 – the period of developing a good
credit history: getting loans, including participation loans, from large Russian and foreign
banks, a long-term loan from the EBRD, two
issues of the company’s bonds
2002-2003 – work on choosing IPO consultants: lawyers (Latham&Watkins), a financial
adviser (Renaissance Capital), underwriters
(Renaissance Capital, Troika Dialog, AlfaBank)
2004 – IPO on the MICEX

The income gained from the IPO was used
to acquire German cosmetics manufacturer,
Dr. Scheller Cosmetics AG.
Today Kalina, with its shares publicly
listed on the MICEX, has access to international capital markets which enable the
company to get loans from large international financial institutions at a reasonable
rate of interest and in an amount sufficient
to cover the company’s needs.

Alexander Petrov
Master of Mathematics (Ural State University); MBA, University of Chicago, 2005. Since
1998 Mr. Petrov has occupied the position of
Economy and Finance Director and has been a
member of the Board of Directors of concern
Kalina.
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Industry and Manufacturing

Food Processing Industry
A mountainous region chiefly renowned for its mining and industry, the Urals Federal District - and the Sverdlovsk
Region in particular - is not particularly well suited to becoming a center of agricultural and food processing
production.

The Sverdlovsk Region continues to rely on
imported products at almost every level of
the food chain from flour to finished goods.
This is changing in some sectors, however,
and while nature may limit how far certain
aspects of agriculture can improve, man
can, and is, doing a lot to revamp the food
processing industry in Sverdlovsk Region.
Furthermore, with Ekaterinburg’s dynamic long-distance transport infrastructure,
food stuffs produced in the Region can be
shipped anywhere else in Russia, or even in
Europe or Asia, with ease. There is also every indication that the regional administration is serious about dramatically improving both local agriculture and local food
manufacturing.
There are at present 401 enterprises
involved in food processing in the Sver-

dlovsk Region, with 110 of these being
considered to be average or large enterprises. The food industry in the Sverdlovsk Region produced revenues of 26.4
billion rubles in 2005 and 31.2 billion
rubles in 2006, and the industry employs
approximately 40,000 people. Thus, this
clearly remains an important industry for
Sverdlovsk Region.
In addition to location, however, there
are a number of other major problems
facing the food production industry in the
Region. These include: outmoded equipment, old fashioned production techniques,
lack of qualified personnel, administrative
barriers, and a high tax load. Recently, the
Ministry of Agriculture of the Sverdlovsk
Region has made 4.5 million rubles in loans
available to the food processing sector, with

a particular focus on the flour milling, baking, dairy processing, and meat processing
sectors. Foreign companies have also begun investing the region. Both Coca-Cola
and Pepsi have set up bottling plants in
the Region, Heineken has acquired local
brewing giant Patra Brewery, which is the
region’s largest.
Food consumption continues to outstrip
production, however, with consumers in
the Sverdlovsk Region purchasing 500,000
tons of baked goods and confectionary
products per annum, while the region only
manages to produce 340,000 tons, with
280,000 tons of that being produced by
larger enterprises.

Food Processing Companies
Company

Industry

Ekaterinburg Liquour Factory
Vostok Alco
Ekaterinburg Wine-Champagne Plant
Tagilvodka
Central Urals Wine Factory
Zvesda Liquour and Vodka Plant
Talitsky Spirits Plant
Kredos
Khrutalevsky Plant
Sweet Confectionary Association

Wine & Spirits Industry
Wine & Spirits Industry
Wine & Spirits Industry
Wine & Spirits Industry
Wine & Spirits Industry
Wine & Spirits Industry
Wine & Spirits Industry
Wine & Spirits Industry
Wine & Spirits Industry
Confectionary/Baking

Nizhny Tagil Confectionary Factory
Milk River

Confectionary/Baking
Confectionary/Baking

Nizhnyeserginsky Bread Plant

Confectionary/Baking

Fatty Oils Plant

Oil/Fats Industry

Central Urals Vegetable Oil Factory
Trading House KRG
Patra (Heinekan)

Oil/Fats Industry
Fish Processing
Beer/Non-Alcoholic Drinks

Aquarius

Beer/Non-Alcoholic Drinks
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Website
–
–
–
–
–
–
–
–
–
www.sladco.ru

Key Products

–
–
–
vodka, liqueurs, liquor
San Donato brand wines
average to premium grade vodka
ethyl alcohol
pre-packaged cocktails
liquor
chocolates, wafers, pastries, caramel, and other
confectionary products
–
–
http://molreka.faktura.ru/
produces a range of chocolates and a number of
scdp/page
different candies
–
breads, pastas, and other baked goods, as well
as some semi-finished products
http://egk.etel.ru
mayonnaise, margarine, sunflower oil, ketchup,
mustard, soap, and fats for candymaking
www.maslo.upnet.ru
sunflower oil
–
fish processing
www.heinekeninternational. produces Heineken beer and domestic brands
com
–
fruit juice concentrates

Food Industry
Company
Sverdlovsk Factory of Non-Alcoholic Drinks
Tonus
Tagilsky Beer
Aqua-Vita
Polevskoy Beer and Non-Alcoholic Drinks
Plant
Mid-Urals Beer Plant
Pepsi-Cola International Bottlers
(Ekaterinburg)
Coca-Cola HBC Eurasia
Obukhovsky Mineral Water
Krasnoifimsky Dietary Foods Plant

Industry

Website

Key Products

Beer/Non-Alcoholic Drinks

–

fruit juices, nectars, sodas, and mineral water

Beer/Non-Alcoholic Drinks
Beer/Non-Alcoholic Drinks
Beer/Non-Alcoholic Drinks

–
–
–

beer
beer
beer

Beer/Non-Alcoholic Drinks
Beer/Non-Alcoholic Drinks

–
–

beer
bottles Pepsi products

Beer/Non-Alcoholic Drinks
Beer/Non-Alcoholic Drinks
Jams

www.coca-colahbc.com
–
–

Ural Yeast
Tobacco Factory Alvis
Ekaterinburg GMZ No. 1
First Milk Company
City Milk Plant
Nevyansky Gormolzavod
Milk (City of K-Uralsky)
Serovsky City Milk Plant
First Urals City Milk Plant
Kushvinsky City Milk Plant

Yeast
Tobacco Products
Dairy Products
Dairy Products
Dairy Products
Dairy Products
Dairy Products
Dairy Products
Dairy Products
Dairy Products

–
http://alvis.ur.ru/
–
–
–
–
–
–
–
–

Tavdinsky Milk Plant
Alapayevsky Milk Plant
MUP Bogdanovichsky Milk Plant
OGUP Irbitsky Milk Plant
Krasnoyfimsky Milk Plant
MPK-Arti
Arti-Milk
Nadezhda
Talitsky Milk Factory
Mikhailovsky Gormol Factory
Verkhnepishminsky Milk Factory
Turinsky Milk Factory
Ural-lat
Revdinsky Milk Factory
Sosnovsky MORF

Dairy Products
Dairy Products
Dairy Products
Dairy Products
Dairy Products
Dairy Products
Dairy Products
Dairy Products
Dairy Products
Dairy Products
Dairy Products
Dairy Products
Dairy Products
Dairy Products
Dairy Products

Ural Electrochemical Group - Milk Factory
Milk (City of Rezh)
Kosulinsky Multi-Profile Enterprise
Nizhny Tagil Freezing Plant
Freezing Plant Nord
Freezing Plant No. 3
Malie Kluchi (Little Keys Milk Group)
Uktusky Milk Plant
Ekaterinburg Meat Group
Horoshiy Vkus (Good Taste)
Bogdanovichsky Meat Group

Dairy Products
Dairy Products
Dairy Products
Dairy Products
Dairy Products
Dairy Products
Dairy Products
Dairy Products
Meat Processing/Packing
Meat Processing/Packing
Meat Processing/Packing

–
–
–
–
–
–
–
–
–
–
–
–
–
–
www.real-hitek.ru/
cd/6658012670.htm
–
–
–
www.sneg-nt.ru
http://hknord.ru/
www.xk3.ru
–
www.uktusmilk.ru
www.ekmk.ru
–
–

bottles Coca-Cola products
produces mineral water
jams & jellys, special children’s food, and dietetic
products
yeast, bread, and confectionary products
cigarettes
milk, kefir, and sour cream
milk, cream, kefir, and sour cream
cheese
milk, kefir, and other dairy products
milk
milk, soft cheases, ice-cream
milk, kefir, and curds
milk, kefir, cheese, sour cream, and cottage
cheese
milk, sour cream, and other dairy products
milk
milk and butter
milk
milk and cheese
milk
milk
milk
butter and other dairy products
milk
milk
milk
milk, cottage cheese, sour cream, kefir
milk
cottage cheese and other dairy products
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various dary products
milk and other dairy products
milk and other dairy products
ice cream
ice cream
ice cream
milk and other dairy products
milk and other dairy products
meat products, fish products, animal feed
–
sausage products
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Industry and Manufacturing
Company
Kamensk-Uralsk Meat Group
Talitsky Meat Group
Makovsky Pishekombinat
Baikalovsky Meat
New Urals Meat Group
Semeyniy Pishevoy Kombinat

Industry
Meat Processing/Packing
Meat Processing/Packing
Meat Processing/Packing
Meat Processing/Packing
Meat Processing/Packing
Meat Processing/Packing

Website
–
–
–
–
–
–

Key Products
kolbassa and sausages
–
–
–
kolbassa and other processed meat products
fish processing

Food Processing Porter’s Five Forces
Supplier Power:
Inability to find adequate supplies of raw materials, such as wheat, meat, and
milk means that the few local suppliers can have some impact on the market.
Most domestic suppliers, however, currently produce low quality materials.
This is changing, however, and as the trend continues for local raw agricultural products to improve, so we may see supplier power increase as well.
Threat of New Entrants:
The threat of new entrants is high. Imported finished food products are already readily available in Ekaterinburg, and there is no reason to think that
they are going to disappear. As local buying power increases, it is likely that
more imported goods will become available. A number of western firms have
also already purchased local food manufacturing plants as well, and it is entirely possible that other western firms seeking to expand in the Russian
Federation may follow suit. Local new entrants are less likely, however, as
are green-field projects, since startup costs are fairly high, and margins for
many food products (excluding beer and other alcoholic beverages) are low.
Both are, however, still entirely possible.

Substitutes:
Goods may be easily substituted for one another, and this is likely to continue to increase as the market becomes more developed. The market is
still growing rapidly, however, with producers having real trouble meeting
consumer demand.
Buyer Power:
Buyers at the current time have little power. This is likely to change, however, as consumer salaries increase and more choices become available. Buyers will begin to become increasingly savvy and brand conscious over time,
and as their disposable incomes increase, this will impact their purchasing
decisions in food products, as with everything else.
Rivalry:
Rivalry at the moment is low to medium. The market is growing rapidly, and
is unlikely to become saturated very soon. Production limits at the moment
seem to be based more on factory capacity and the difficulty of acquiring
quality raw materials rather than competition for customer base.

SWOT
Strengths
A number of processing plants in Sverdlovsk Region have already been modernized through a combination of government and foreign investment
55 The government has identified food processing as an area of development
which it wants to support
55 Ekaterinburg’s location within Russia means that foods produced within
the region may be shipped easily to other parts of the Russian Federation, or even exported abroad
55 The quality of local farm products, particularly meat and dairy, is increasing slowly as livestock quality is improved

55

55

Weaknesses
The food processing industry in Sverdlovsk Region has a number of weaknesses. First, most factories continue to use outmoded, old fashioned
equipment
55 Farm products from within the region itself are scarce and not of the
highest quality
55 Margins tend to be small, which acts as a disincentive for plants to invest
heavily in new equipment and new production methods
55 Government regulation and high tax rates also continue to be a major
problem for producers
55 There is very little in the way of existing quality standards or government
inspection of food products, which means that some unscrupulous producers use inferior ingredients to produce cheaper, sub-standard quality foods
55
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Many factories are located in rural areas within the Sverdlovsk region and
transport networks from these plants to the major cities in the region
are frequently inadequate

Opportunities
Sverdlovsk Region could become a major food processing center. It benefits from its location squarely between Europe and Asia
55 It also boasts a highly educated, well trained work force
55 As production costs in Moscow and St. Petersburg increase, Ekaterinburg will be a natural option for companies seeking lower cost production facilities
55 There is a tremendous amount of room for growth in this sector within
the Sverdlovsk Region itself, as there is still a shortfall in the region’s
ability to supply all of its food demands
55

Threats
High taxes, poor infrastructure, lack of access to high quality raw materials, and excessive government regulation remain the biggest threats to
the food processing industry in Sverdlovsk Region
55 Food processors in the region cannot currently completely fill demand
within the region itself, and the shortfall is being made up with imported
goods from other regions and abroad
55 If buyers become used to purchasing imported goods, then there is little
incentive for them to switch back to domestic products once production
has increased
55

Corporate Governance

Specific Features of Corporate Management at Industrial
Enterprises of the Sverdlovsk Region
Many businesses in the Sverdlovsk region are now active in borrowing funds and entering
stock and direct investment markets. But in doing so many are coming to realize
that their standards of corporate management fall below those expected by creditors
and investors.
If we consider corporate management in
terms of the time period when a business
was created, we can distinguish between
those features characteristic of businesses of the so called ‘old formation’, i.e.
created during the Soviet times, and the
features usually attributed to companies
that have appeared in the post-Soviet period.
Businesses of the old formation share
some common features that determine
their special role in the regional economy:
55 More than 75% of these businesses are
historically related to heavy industry
and its supporting branches. This fact
is responsible for the conservative character of the development of such businesses as a whole and of their norms of
corporate management;
55 These businesses were restructured into
open joint-stock companies during the
privatization of state and municipal enterprises. As a result, the production
planning system at these businesses,
which had been based on orders from
the state, was eliminated, but a new
strategy based on marketing and financial planning in many cases has not yet
been developed;
55 Privatization was a large-scale event involving a large number of people, many
of whom were holders of vouchers which
could be used to buy shares. This led to
an unsystematic formation of equity capital, which, in the course of time, came
to be concentrated in the hands of corporate management and a small number
of private investors;
55 Business management systems are now
going through a transition period. Businesses’ owners who ran their companies
back in the Soviet period, started outsourcing managerial functions soon after the privatization was over;
55 The major problem with these kinds of
businesses is the absence of an established tradition of “best practice” employed by all market participants in relation to standard legal norms.

Additionally, we can point out that
many managers seem to have a formalistic
attitude towards the quality of corporate
management, thinking of it as merely a list
of rules that need to be followed. Only a
few managers of the old-style companies
see corporate management as a means of
attracting capital that will increase their
company’s market value.
Despite all the problems that have been
mentioned it’s worth noting that there is
a general trend of improvement in corporate management. This may be seen in
the increase in ratings awarded to leading
businesses by international rating agencies.
Moreover, about 30% of companies have already adopted voluntary codes of corporate
behavior.
Businesses of ‘new, post-Soviet’ economy,
exemplified by such companies as Quorus
and Pal-metta, to name two, were created
from scratch and as a result have avoided
many of the problems that burdened ‘old’
businesses. This has allowed ‘new’ companies to build a rational management system
that meets all market requirements. Up to
80% of ‘new’ businesses were created as
limited liability companies. When setting
up their businesses, the founders of these

‘new’ companies did not plan for the expansion in ownership in the future. Thus, the
system of corporate management has been
heavily influenced by guidance from the
owners, as well as by the actual activity of
the business.
Thus corporate management at regional
industrial enterprises differs a lot depending on the size of a business, its form, and
the time and conditions of its creation.
However, they all share problems relating
to corporate management and concerning
their further development. The list of problems includes: changing the trend along
which a business is developing, dividing
the functions of managers and owners,
generational change, the appearance of
new business interests among some of the
existing owners, etc.
As existing owners have begun focusing
both on their well-being and on how they
are going to transfer their business to new
ownership, they have recently begun taking steps towards improving the general
development of corporate management
and developing subsections thereof.

Specific Features of Corporate Management
at Large Enterprises
Just about all large businesses today were modelled on the major industrial production enterprises of the the Soviet era. This goes for the region’s own industrial giants such as the Ural
Mining and Metallurgic Company, Evraz, SUAL, Finpromco as well as a range of businesses which
are part of major national corporations including Territorial Generating Company #9 (main
shareholder: RAO UES of Russia), Uralsevergas (main shareholder: Itera) to name but a few.
They are all sufficient in size and resources to actively work towards attracting investment and
develop their own social infrastructure (such as nurseries, schools, leisure facilities and other staff
facili-ties).
Many of those large businesses in the region which recognized early the need for high corporate
standards have joined forces under the Elite Club of Corporate Conduct. The club was set up in 2001
to promote the adoption of international standards of corporate undertakings and transparency among
Russian firms. Member companies are those at which a systematic approach to these standards is
in place, making firms more reputable and attractive in international markets. The Ural Mining and
Metallurgical Company, Maxi-Group and Kalina, for example, have all successfully acquired credit and
loans from in-ternational financing institutions and floated on stock markets.
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TRANSPORT
And LOGISTICS
55 In 2006 298.4 million tons of cargo was
transported in the Sverdlovsk region
55 The region features over 7,000
kilometers of railways which handle
600,000 tons of cargo each year with
a daily cargo turnover of 700–750 million
tons per one kilometer
55 In 2007 the regional government
plans to increase investment 72.4%
(up to 3.89 million rubles) into the
building and redeveloping of roads
55 In 2006 Sverdlovsk gas pipelines
transported approximately 75.4 million
tons of gas
55 Varying estimations put the region's
warehousing facilities at between
150,000 and 350,000 square meters,
a deficit since present demand requires
closer to 600,000 square meters
55 Ekaterinburg's international airport
boasts direct connections throughout
the Russian Federation, CIS and many
destinations in Europe, Asia and South
Africa

Koltsovo Airport
6, Sputnikov St., Ekaterinburg, 620025, Russia
Tel.: +7 (343) 264-38-00, 345-36-76

Transport and Logistics
Aaron Schneider, Intern, Economics Division, MARCHMONT Capital Partners

Transport and Logistics

Ekaterinburg boasts an extensive transport system at both the municipal and intercity levels.
Situated on the main route of the Trans-Siberian Railway, and with a recently improved
international airport, Ekaterinburg is in a prime position to gain from ever increasing
trade between Asia and Europe.
Total combined cargo transport in the Sverdlovsk Region alone reached 298.4 million
tons in 2006. Ekaterinburg is in a prime position to be one of the key transport and logistics hubs for trade between Asia and Europe.

Roads
Sverdlovsk Region has an extensive network of motorways and roads with a total of:
55 Federal Highways: 933 km
55 Surfaced Roads: 10,757.6 km
55 Total Public Roads: 11,382.1 km

Cars
Sverdlovsk Region has:
Cars: 1,044,168
55 Trucks: 125,000
55 Buses: 21,000
55

55

Airports
Sverdlovsk Region has a total of eight airports. Of these, seven are small airports
which serve the local needs of the immediate region. Two airports serve the Ekaterinburg area:
55 Koltsovo International Airport. This airport is one of Russia’s largest. It hosts

24 Russian airlines, seven CIS airlines
and six international carriers including Austrian Airlines, British Airways,
Lufthansa, Turkish Airlines, and Czech
Airlines, and Malev Airlines. The airport has direct connections with Moscow, Frankfurt, London, Istanbul, Vienna, and Prague, among others. The
airport has two runways, and has cargo facilities with a capacity to handle
15,000 tons of freight and passenger
facilities with an annual capacity of
750,000. A Russian airline called Aviaprad is expected to commence flights
from Koltsovo to Hanover and to expand eventually to include other international routes. There are also plans to
renovate and upgrade both runways in
the near future.
Ekaterinburg Aramil (Uktus) is a much
smaller airport. It seems to be used by
some small local airlines for flights to
nearby regional cities.

Rail Links
Ekaterinburg is well situated for rail transport, as it is one of the major stops on the
Trans-Siberian railway. The railroads of the
region are administered by Sverdlovsk Rail-

ways, which is a subsidiary of JSC Russian
Railways, Russia’s government owned rail
monopoly. The region has over 7,100km of
railroads and handles over 600,000 tons of
freight per day, with a turnover rate of 700750 million tons/km per day.

Bus Links
Ekaterinburg has three bus stations:
The Suburban Bus Station has 18 routes
with an average of 161 departures and
158 arrivals daily. As the name would
indicate, most of the routes serve small
towns in the immediate area around
Ekaterinburg, with most trips lasting
from 1 to 2 hours.
55 The Interurban Bus Terminal is the largest bus station in Ekaterinburg and provides mostly long distance service with
134 routes and an average of 221 departures and 218 arrivals daily. While
most routes service areas within a five
hour radius of the city, some are much
longer, with buses even going to Ufa,
Sorgut, and Cheboksari. The most frequent route is from Ekaterinburg to
Chelyabinsk.
55 The Northern Bus Terminal provides
predominantly intermediate service to
55

Courier, Cargo, and Freight Forwarding Services
Company
ARI Cargo
AvtoBaza Ekaterinburg
City Express
DHL
Dinaks
Din-Profi
Ekaterinburg ICT
Express-Interfracht (Russia)
Koltsovo Airport
Pony Express
Resursprodtorg
TNT
UPS
Zheldorekspeditsia Sverdlovskoi

Website
www.aricargo.com,
–
www.cityexpress.ru
www.dhl.ru
www.dinaks.ru
www.din-profi.ru
www.ict-neuss.de/eng/index.html
www.sp-express.ru
www.koltsovo.ru
www.ponyexpress.ru
–
www.tnt.com
www.ups.com
–
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Main Activities
Provides cargo shipping from Ekaterinburg and Central Asia
Provides trucking services
Provides international freight forwarding services
Provides international freight forwarding services
Provides freight shipping throughout Russia, the CIS, and the European Union
Provides warehousing, customs, and other logistical services to clients in Russia
Provides freight shipping from Western Europe to the CIS and vice versa
Provides international freight forwarding services
Provides air freight services
Provides international freight forwarding services
Provides rail freight services
Provides international freight forwarding services
Provides international freight forwarding services
Provides rail freight services
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Transport and Logistics
towns in the Sverdlovsk region and
to other parts of the Urals. It has 82
routes and an average of 257 departures daily.

Municipal Transit
As with many larger Russian cities, Ekaterinburg has a comprehensive public transport network. The
city has 50 municipal bus routes, 27
tram routes, and 18 trolley bus routes.
Furthermore, the city also has a one
line metro service with seven existing
stops. A further two new lines are currently on the drawing board, as well
as an extension of the existing line.
There are also plans to construct a
high-speed tram link between the Akademichesky District and the city center by mid-2008.

Car Rental
Hertz RentaCar can deliver a car to you
at the airport or in the city, but reservations must be made in advance. Rental cars cost from about $70 to $110 per
day.
EuropCar has six locations in Ekaterinburg: The Atrium Hotel, Ekaterinburg
Audi Center, Ekaterinburg Chauffeur,
Koltsovo Airport, Ekaterinburg Lexus
Center, and Ekaterinburg Toyota Center.
Rental cars cost from about $94 to $243
per day.

Water Transport
Water-borne transport, while never a serious transport corridor for Sverdlovsk
Region, has declined dramatically since
1990. What water-borne transport does
exist generally occurs on the Ob-Irtysh
river basin system and is, for the most
part, connected with the timber industry and building materials.

Oil & Gas Transport
Gas pipelines through Sverdlovsk Region
carried approximately 75.4 million tons
in 2006. At the moment, however, Sverdlovsk Region is not a major transit point
for oil or gas products. This may change
over time, as more pipelines linking Europe to the North Caspian and Siberia
are developed. Itera, using Gazprom’s infrastructure, is the sole gas supplier to
Sverdlovsk Region.

Planned Improvements
Continued development of Ekaterinburg Metro, in particular the addition of
two new lines and three new stations on
the existing line.
55 Continued modernization of Koltsovo Airport.
55 Planned development of Ekaterinburg
as a transport and logistics hub.

SWOT
Strengths:
Ekaterinburg is a major transport hub. The Trans-Siberian railway stops
there, there is a growing international airport, and one of Russia’s major
East-West highways also passes through the town.
55 The municipal public transport system is fairly well developed, with plans
to upgrade the metro further in the coming years. All of these things
make Ekaterinburg and Sverdlovsk Region a transport center with a great
deal of growth potential.
55

Weaknesses:
55 Further modernization and facility upgrades are still required, and investors will have to wait and see whether or not promised upgrades and
planned improvements actually occur on schedule or at all.
55 The road network in Sverdlovsk Region is of particular concern, with the
Head of the Urals division of Federal Roads, Igor Zubarev, saying that
50% of the roads in the Urals Federal District are not up to federal
standards. When one considers that road transport is the preeminent
means of transport for both passengers and freight in Sverdlovsk region,
this is a significant concern.
Opportunities:
There is an opportunity to turn Ekaterinburg into a major transport hub
for trade between Europe and Asia. The city could become a crossroads

55
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55
55

for a very large percentage of all freight shipped between Europe and
Asia.
Ekaterinburg airport could eventually become a hub for international passengers flying between European and Asian business centers.
There are many opportunities not only to compete for a role within the
transport industry itself, but also to provide services to travelers using
Ekaterinburg as a stop in transit.

Threats:
Other international transport corridors from Asia to Europe which
bypass Russia altogether are in the planning stages of development.
If Russia is seen as an unreliable trading partner, or bureaucratic
hurdles remain a barrier to trans-shipment through Russia, then customers will seek to use one of the other routes the South-Caucasus
or Iran, or possibly even use container ships despite the increased
shipping time.
5 5 The airport remains small and handles only a fraction of the traffic
seen at the airports in Moscow and St. Petersburg. If the government does not actively encourage major airlines to use Koltsovo
Airport as a hub, then a potential role in international transit could
go unfulfilled.
55

Airports
Kirill Shubin, Koltsovo Airport’s General Director

Koltsovo Airport to Become an International Hub
Koltsovo International Airport, which is one of the three leading airports in terms of number of
flights next to the Moscow and Saint Petersburg airports, is also the most rapidly developing regional
air company.

The annual growth of the number of passengers and cargo traffic will be over 20%
during the year and 30% in the tourist season. The constantly increasing interest of
both Russian and foreign air carriers in the
airport make it likely that local authorities’
and shareholders’ efforts to make Koltsovo airport an international hub by 2009,
when a summit of the Shanghai Cooperation Organization is planned to be held in
Ekaterinburg. All these factors illustrate the
need to execute the Koltsovo Airport development plans as soon as possible. Another
factor is that, apart from its transportation
role, the airport also plays a role as one of
the symbolic gates to the region. It is an international communication centre for cultural, political and economic relationships
between Ekaterinburg, the Ural-Siberian
region and other countries.
Koltsovo Airport’s development is the
first successful public-private partnership
project implemented in the Urals Federal
District. This is a project in which the leading Russian asset management company,
RENOVA, acts as the State’s reliable partner for investment in projects which are
strategically important to the nation, and
as a part of the new national plan. As of
this year, 1.3 billion rubles ($50.8m) has
already been invested in the construction
of the new international terminal, a new
catering center, the renovation of the VIP

terminal and the acquisition of new specialized equipment. The estimated budget
for building a new domestic terminal is
1.4 billion rubles ($54.7m), including
101 million rubles (just under $4m) from
the Federal budget for the construction of
a wider tarmac where airplanes may be
parked. Approximately 490 million rubles
(just over$19m) are needed to build a
hotel and business complex adjoining the
airport. Additionally, around 600 million
rubles ($23.4m) will be invested in the acquisition of airfield machinery and modern
equipment.
At this point, most of the construction
work has been completed. The new catering
center, with a production capacity of 7,000
portions per day and a total area of 2,400
square meters, has been opened. The new
international terminal, with a total area of
17,500 square meters and a capacity of 600
passengers per hour, and the VIP terminal,
with a central hall of 705 square meters,
have both been built.

Koltsovo airport is the center of economic,
political and cultural relationships between
the Ural-Siberian region and the whole
World. As the Koltsovo development plan is
being implemented, the region’s connections
with other towns and cities in Russia, Europe
and Asia will expand more and more. For
this reason, construction of additional buildings to improve the airport’s infrastructure is
extremely important. Thus, there are further
plans to build a four-star hotel and business
complex, as well as a class A logistics centre
adjoining the airport.
The airport’s management is providing
more and more opportunities for business
people to establish international partnerships.
Furthermore, it has developed an effective
system of finance and human resources
management, and is aiming to develop a mutually beneficial relationship with potential
investors.

Koltsovo International Airport is an airport that works with 65 Russian and foreign air companies
to connect Ekaterinburg directly with cities in Europe, Asia and South Africa. Today, Ekaterinburg’s
international airport ranks fifth among Russia’s airports in terms of number of passengers for 2006.
Being a member of Airports Council International (ACI), Koltsovo has to set high requirements for
safety and pay special attention to the quality of the public services it provides. Moreover, this airport
has more than once won the contest The Best Airport of the Year, and in 2006 it was awarded the
designation of The Most Rapidly Developing Airport in Russia and the CIS for the second time.

Porter’s Five Forces
Supplier Power:
Supplier power could be an issue here as fuel prices remain high. This could
increase prices for consumers.
Threat of New Entrants:
Threat of new entrants is low to medium. Obviously, in terms of municipal
transport and rail transport, government monopolies make market entry
almost impossible. Airline entry into the market is limited by the facilities
and administration at Koltsovo Airport. Threat of new entrants into the
long-haul trucking business as well as into the document courier business
is real and fairly likely.
Substitutes:
Threat of substitutes is low. Ultimately, passengers must choose between
taking advantage of what service is available and purchasing a car. Buyers
and sellers trying to ship freight have more practical choice between trucking
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firms, rail, and airfreight options, but choices remain limited.
Buyer Power:
Buyer’s power in most sub-sectors is limited. Buyer’s have more power
when choosing domestic airlines than in any other sector. Buyer’s also have
some choice in the freight industry, and can choose their service based on
cost, reputation, or time sensitivity.
Rivalry:
Rivalry is limited. Most public transport is in the hands of government controlled monopolies. Rivalry is probably most intense in the domestic airline
market, where regional and national airlines compete for customers, as well
as in the freight market, where more options are available to customers.
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Olga Naumova,
First Vice-President, Chairman of BOD, AVS Group

Warehouses Deficit: Creating Space
Ekaterinburg’s favorable position makes it one of Russia’s main transport hubs. Increasing
transport and freight via the Trans-Siberian railway (which stops in the city) and Koltsovo
international airport, along with plans to develop infrastructure in the Polar Ural, have left the
city’s warehouses practically full.
By the end of 2007 an estimated 1.7 million
containers and palettes bound for Siberia
and Asia will pass through Ekaterinburg in
transit. It is imperative, therefore, that today’s deficit of international-standard A, B
and B+ category warehousing is dealt with
before then.
Currently in Sverdlovsk B and B+ category warehouses are in highest demand,
both of which are well-priced whether
leased or bought. B+ warehousing is particularly sought after as it features nearly all
the equipment and services of A category
warehousing. B+ warehousing is often
therefore promoted and positioned as being
A standard since A category warehousing is
very hard to come across here.
Various estimates put Ekaterinburg’s total warehousing space at between 150,000
and 350,000 meters, but even if the more
optimistic of those two is true the city needs
at least a further 250,000 square meters.
80% of what currently exists, in fact, falls
under category C or D warehousing which
falls short of the requirements of modern
warehousing facilities. Regional demand
for higher-class warehousing, meanwhile,
is stable for now, but then the region’s
transport and logistics market is no where
near full capacity. As it grows, so demand
for better warehousing will grow. What’s
ironic is that, conversely, the market will
only grow if warehousing firms maintain

reasonable and competitive pricing policies
to ensure the city remains a viable transit
point. Current warehouse space rental fees
are much the same in Ekaterinburg as they
are in Moscow, or roughly 2,500-3,000
rubles per square meter per year. Analysts
predict that prices will climb 25% annually,
however. Also critical for further development of the region’s transport and logistics
market is, of course, investment into the
region’s economy.
The current warehousing shortfall is hindering the region’s general economic development. Projects underway by regional and
national logistics firms to construct further
warehousing facilities are therefore viewed
as highly important by market players and
officials. Projects such as Natsionalnaya
Logisticheskaya Kompaniya’s (National
Logistics Company) plans to build 12,000
square meters of warehousing facilities
near the Novosverdlovskaya thermal power
plant, or plans by Lorry, another logistics
firm, to establish 14,000 square meters
adjoined to the Euro-Asian transport and
logistics center are important for our re-

gion’s development. Other projects involve
Evraziya Logistic’s (Euro-Asian Logistics)
bid to build 80,000 of warehousing facilities in 2007 and AVS Group’s plans to build
a major 200,000 square meter logistics
complex. The region’s level of A category
warehousing will increase after developers Oboronosnabsbit has built its planned
35,000 square meter warehousing terminal, while the development company
Leader and its partner companies are currently building their 60 hectare Chkalovsky
logistics complex.
But despite these moves, the near future
is unlikely to see any great change in the
shape of the region’s warehousing facilities
market. In line with demand, developers
should concentrate on building more B and
B+ category warehousing. Ekaterinburg, as
the region’s capital, needs more A category
warehousing. But those that are built in the
next few years will mostly be built to order
by large companies rather than being for
general rental.

Olga Naumova, First Vice-President of AVS Group.
Ms Naumova graduated with distinction from the School of Mathematics of the Ural State University.
In 2003 she obtained a second degree in jurisprudence in the Ural Law Academy. From 1993 Ms
Naumova headed the transport and logistics division of AVS Group, while since 2006 she has been
leading the firm’s project to construct a network of international transport and logistics centers.

Railway lines
Chief railway lines belonging to the Ministry of Transport Communications are
highly equipped parts of national transit railways and may be broken down
into to the following directions:
East-West: These are the northern lines of the Trans-Siberian railway
connecting Tyumen – Sverdlovsk (Ekaterinburg) – Perm and Kurgan – Sverdlovsk (Ekaterinburg) – Krasnoufimsk – Yanaul); North-South: These are
parts of the main North-South rail arteries with lines connecting Sergino
– Ivdel – Nizhny Tagil – Sverdlovsk (Ekaterinburg) – Chelyabinsk; Serov –
Alapayevsk – Egorshino – Kamensk-Uralsky – Nizhnyaya – Chelyabinsk and
Chusovskaya – Kuzino – Druzhinino – Nyazepetrovsk – Berdyaush – Baykal.
The East-West lines of the Trans-Siberian railway are all electrified and feature second tracks, centralized control offices and automatic block signal
systems.
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Such railway lines can annually handle from 80 million to 100 million tons
of cargo. The following main North-South lines are catching up with the TransSiberian railway in terms of their equipment: Goroblagodotskaya – Nizhny
Tagil – Sverdlovsk (Ekaterinburg) and Egorshino – Kamensk-Uralsky – Nizhnyaya - Chelyabinsk. Other North-South lines are more poorly equipped, a
situation which, in view of the coming increase in the volumes of cargo and
passenger flows travelling in diagonal directions from North-West – SouthEast, North-East – South-West, may serve to hinder this development. In
order to develop these diagonal routes of cargo and passenger transport,
it will become necessary to modernize and develop the following lines which
are currently rarely used: Sverdlovsk (Ekaterinburg) – Egorshino – Tavda –
Ustye-Aha; Priobye – Verkhnekondinskaya – Pelym - Ivdel; Kuzino – Kyn –
Chusovskaya and Druzhinino – Mikhaylovsky Zavod - Berdyaush.

Warehousing

All Roads Lead to Us
AVS Group is currently undertaking a project to build in Ekaterinburg an international transport
and logistics complex.

The 40 hectare complex is located at the
point where the Ekaterinburg circle motorway crosses the Berezovsky Tract motorway, a strategic position which offers easy
access to major Russian highways to Chelyabinsk, Tyumen, Serov, Moscow and many
other locations.

Significantly, the complex will include
200,000 square meters of B and B+ category warehousing facilities. Its inclusion
adds to the intended status as an interregional and international transport and
logistics hub, dealing with goods in transit
via railway or road. Once completed, the

SEROVSKY TRACT
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Khanty-Mansiysk
Khanty-Mansiysk
Rezh
International transport
and logistics complex
Development
of the Ekaterinburg
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Ekaterinburg

MOSCOW TRACT
Moscow
Perm
Kazan
Samara
N. Novgorod
EUROPE

Ekaterinburg circle
motorway
SIBIRIAN TRACT
Tyumen
Khanty-Mansiysk
Omsk
Novosibirsk
Vladivostok
Kurgan
MIDDLE ASIA
Koltsovo airport

CHELYABINSKY TRACT
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complex will host a range of services relating to logistic outsourcing, cross docking, dispatching, chance freight, customs
issues, multimodal shipping and cargo
quality control processes.
Investment into the project is expected
to reach $30, while funds invested by AVS
themselves will go towards establishing
engineering communications and a railway like to link it to major lines. AVS will
also finance development of a managing
system for the complex’s warehouses and
the construction of administrative and
technical buildings and truck parking
areas.
AVS Group’s own logistics operations
will occupy roughly a quarter of the space
of the new complex. The remaining three
quarters will be allocated for use by external investors on condition that they:
55 build logistics and distribution centers;
55 carry out individual development projects
55 rent engineering infrastructure facilities based in the complex such as boiler
houses and power sources, etc.
55 offer resources for the further construction of engineering infrastructure elements at the complex

Chelyabinsk
MIDDLE ASIA
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Sergey Golosov,
Regional Director, DHL Urals and Siberia

DHL: Customer-oriented
Let me give you a slice of the behind-the-scenes workings of DHL: we have a department at our Moscow
headquarters charged solely with analyzing and identifying customer needs and, in response, rolling
out new services. With its help we stay flexible and react quickly to changes in the market’s shape and
character.
In July, 2007 our Sverdlovsk regional
branch began providing its clients with express delivery services, guaranteeing delivery before noon the following working
day to Moscow, Perm and Chelyabink and
delivery before noun of the second working day to Novosibirsk, St Petersburg, Surgut, Tyumen, Ufa and Volgograd. This is the
only service of its kind in Russia and quickly enjoyed high demand from companies in
varying economic sectors to whom delivery
time is of the essence.
The rapid development underway
in Russia’s logistical services market is
indicative of the general development
underway in Russia’s national economy.
Today, Sverdlovsk is one of the most
developed regions of Russia and Ekaterinburg is the industrial center of the
Urals, with a high concentration of large
businesses. Consumer market growth can
be observed in just about every sector of
the regional economy here. The increasing wave of investment from foreign
firms, particularly into local industry,
makes logical and necessary the expansion of logistical and transport services.
This is backed up by rising demand, by
Russian businesses and individuals who
are becoming most sophisticated in their
needs and more demanding as to the
quality of delivery services and availability of choice. In response DHL, one
of the world’s leaders in express delivery
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and logistics, is ready today to offer its
customers new and optimal solutions.
DHL’s Ekaterinburg office opened in
1994, making available express package
and document delivery to local companies, to any destination in Russia and
the world. Today most customers know
well DHL’s standard services, including
express delivery, delivery before certain
times and same day delivery and customs
clearance services. In addition, though,
DHL offers a wide range of supplementary services such as insurance coverage,
varying packaging methods, Saturday delivery, tracking of cargo and many other
services. We are constantly expanding
our range of services.
DHL is a world company that knows
well the importance of strategically expand of its network of branches within
the countries in which it operates. Russia
has a market which is favorable for DHL
and one in which we see great potential
for further development. Our Russian
activities form a significant part of our
international operations. At the start of
last year we underlined this - and our
confidence in the Russian economy and
its express delivery and logistics sector in
particular - by announcing a $250 investment package into our work here over the
next four years.
DHL plans to develop its network of
service divisions across Russia where pri-

vate customers can dispatch and receive
cargo. This year we opened a division
in Ekaterinburg and we plan to open a
second one next year, something already
planned for in our budget. By the end of
this year we plan to open a new office
here which will feature a terminal and a
warehouse, while we also plan to move
to new premises.
This forms part of our general plans to
expand our services across the Sverdlovsk
region. We invest into the development
of infrastructure, into regional branches,
into our personnel. All these measures
will help in the long run to cut delivery
times and pass this and other advantages
on to our customers.

DHL in Russia

DHL’s network covers more than 220 countries
worldwide. The company employs 285,000 specialists thanks to whom it offers customers
speedy and reliable services. DHL’s structure consists of four well-established divisions, namely DHL Express, DHL Freight, DHL
Global Forwarding and DHL Exel Supply Chain.
The company’s divisions offer the customers
a complete range of services in the sphere of
express delivery and logistics, combining high
quality with an individual approach to every customer. All around the world the services provided by DHL are in high demand both on the
part of large businesses and private customers,
to whom the company offers a whole range
of innovative and individual solutions, from express delivery of documents to deliveries chain
management.

Closer To Our Clients

Road and Bridge Construction

Avtostrada is one of Russia’s largest suppliers of road metal for road
building, the oil and gas industries and the manufacture of concrete
products.
We have been in the market of construction aggregates for over
seven years now and today we deliver road metal across Russia, with
regional branches as far afield as Moscow, Ekaterinburg, Tyumen,
Perm, Kazan and Izhevsk. Along with a range of retailing services, we
offer our clients wholesale supply by all modes of transport including rail freight, dumptrucks, Ministry of Transport Communication’s
flatbeds, and water transport.
We supply rubble from our own quarries in the Sverdlovsk region
and from more than 40 quarries across Russia and The Ukraine.
All products delivered are certified and meet the requirements
and specifications of the current GOST state standards code. We
introduce new products only after having ascertained that they too
conform to the required standards.
Avtostrada’s professional team of managers have between them
considerable experience in arranging urgent supplies and cooperating with cargo and logistics companies. The company’s structure
allows for vertical and horizontal interconnection, meaning all of its
employees and functions can support and compliment each other’s
work in pursuit of the overall goal. In short, our aim is to fulfill our clients’ demands and expectations by providing high-quality products

and services relating to construction aggregates all over the country,
through modern technology and methods.
In this pursuit Avtostrada plans to expand, by opening more
regional branches in Russia and the CIS at large. In 2007 we plan to
open a Novosibirsk branch to cover the Novosibirsk, Kemerovo, Omsk,
Tomsk and Krasnoyarsk regions. We also plan to open branches in
Kiev, Saint Petersburg, Khabarovsk and Krasnodar. These branches
will start work in 2008, and in the same year we plan to expand into
Kazakhstan.
Dmitry Syrov,
General Director, Avtostrada

* Quality zone.
Best quality
rubble

Transport and Logistics
Vladimir Ogibenin,
General Director of Magistral

Good Roads Can be Built in Russia
Road building requires using advanced technologies.
Magistral, a road builder in the North of the Middle Urals, has been proving this
for 15 years.
Magistral is a multi-industry holding company founded by Vladimir Ogibenin in
1992. The company’s activities include
building, wood harvesting and processing,
meat and milk processing, beer production
using Czech technology, trade (a chain of
shops, cafes, restaurants), agriculture (cattle breeding), health care services and others. In spite of this broad range of activity,
road building is the company’s main business. The reason for this is an acute lack of
new roads and an urgent need to repair old
ones, as well as a desire to develop business
and improve people’s well-being by building
roads in remote parts of the country.
Today Magistral is carrying out a large
new project centered on building a motorway from Ivdel to Taezhny Village,in the
Khanty-Mansijsk Autonomous District. This
stretch is a part of the major artery known
as “the Urals to Siberia road” connecting
Perm, the Khanty-Mansijsk, Nizhnevartovsk
and Tomsk. More than 1,530 km of this
new road will serve to link the Western and
Eastern borders of the Urals Federal District
from east to west,, and it will reduce the
travel distance from the Eastern border of
the Khanty-Mansijsk Autonomous District
by more than 800 km, and from Perm to

Tomsk by almost 2,000 km. This motorway
will play an important part in carrying out
the Ural Industrial/Ural Polar project by
connecting the North-Western, Privolzhsky,
Urals and Siberian federal districts and providing access to the rich natural resources of
the North and Polar Urals.
The company is planning to complete
construction by 2010. In 2005-2006, 700
million rubles was spent by road building
companies on four sections of this motorway. A 44 km stretch of this road connecting
Verhnyaya Tura and Kachkanar was built
and commissioned in 2003. But the building is still ongoing. It is necessary to build
new roads in the North of the Sverdlovsk
region, where the demand for them is especially high. It is evident that creation of new
roads brings about more of the prerequisites
for social and economic development in the
more remote settlements of the Urals.
In 2006, builders spent 637.5 million
rubles on work on the Ivdel to KhantyMansijsk motorway. This year, the client is
planning to increase both expenditures and
the work load by several times, however this
plan has been hindered by a lack of funds.
For the first three months of 2007, 660 million rubles was spent, and for the effective

completion of the scheduled work, more
than 2 billion in additional funding must be
provided. Major difficulties have emerged
getting financing from the state budget,
although there are no problems receiving
financing from the regional budget.
The building and repair sector has everything that it requires, including advanced
machinery, proper facilities for manufacturing building materials, experienced employees, and professional and reliable division
managers. The problem is insufficient funding. Unfortunately, a private investor may
see investing in this sector as unpromising.
Besides, not many investors are interested in
building new roads in places where modern
roads have never existed. The management
of Magistral suggests that the solution is
establishing a road fund.
Yet another problem in the road building sector is the insufficient implementation
and usage of new advanced technologies.
Magistral, for example, has been using
macro-rough tiers of tar-bitumen mixture
instead of conventional asphalt concrete
for several years. This increases the quality of the road surface significantly. Other
companies have failed to adopt this mixture
for some reason. This process is also very
important, in that, unlike conventional paving, this technology prolongs the service life
of the roadbed several-fold. This technology
has been tested and assessed many times and
the result has always been positive. Maybe
the cause of this problem, which impedes
the building of high quality roads, is a lack
of sufficient awareness and skillfulness on
the part of the players working in the road
building market.
Vladimir OGIBENIN,
General Director of Magistral
Mr Ogibenin is a graduate of a technical vocational school and a geological survey technical
school. He worked as an electrician, driver and
mechanic. In 1988 he set up a cooperative society named Kedr (Cedar) to use the resources
of Isovsky Gold Mine, and in 1992 he started
Magistral.
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Road and Bridge Construction
In 2007 the Sverdlovsk regional authorities are set to increase investment in the development of the municipal road
network by 72.4%, up to 3.89 billion rubles.
Out of the total investment plans, 3.277 billion rubles is to come from regional budgets, up from 2.146 billion rubles in 2006,
while a further 613 million rubles will come
from federal budgets, up from 110 million
rubles in 2006.
33 road construction projects are scheduled for 2007. These include: building a
motorway encircling around Ekaterinburg
at the Verhnyaya Pyshma–EkaterinburgSerov zone, building a bypass around the
village of Beloyarsky on the EkaterinburgTumen motorway, building a southern bypass around the town of Kamensk-Uralsky
at the Martush-Vodolazovo and PirogovoVodolazovo stretches. Particular attention
will be paid to the Ivdel-Khanty Mansisk
stretch of the Perm-Serov-Khanty MansiskSurgut-Nizhnevartovsk-Tomsk motorway, a
project which will receive 1 billion rubles of
funding in 2007. Moreover, the developers
have expressed their readiness to invest
1.3 billion rubles more. Meanwhile, the
road development firms are in the process
of designing five new transport junctions,
work on which will begin in the second half
of 2007.

SWOT
Strengths
Since 2006 a project has been ongoing at
production facilities to manage equipment and
transport, their routing parameters by means
of GPS and advanced software through a unified dispatch center
55 Ongoing expansion of the region’s road network
55 Increases in the performance level of road servicing firms
55

Weaknesses
Insufficient volume of finance for repairing and
building all necessary roads

55

Opportunities
The use of advanced technology by firms in
repairing and building roads in order to make
them as long-lasting as possible
55 Mobility of firms - possible if needed to relocate production facilities
55 Growth in efficiency among road firms
55

Threats
Road firms are not up to world standards

55

Large Road Construction Companies
Name

Website

Activity

Building Holding NOVA-Group

www.nova-group.ru

Road building

City Company of Road Building

www.gudsr.rosfirm.ru

Building of roads, use of cold milling in road repair,
patching of asphalt concrete pavements

Company of road building mechanization of
Ekaterinburg

–

Road building, excavation works

GIPRODORNII Road Design and Research institute, Urals branch (URALGIPRODORNII)

–

Development of feasibility studies for road projects.
Complex research into and design of the building,
reconstructing and repairing of motorways, bridges,
flyovers, tunnels and other features of transport
infrastructure. Undertaking testing procedures,
certification, stock taking and examining motorway and
structures

Mostinzhstroy

www.misnt.ru

Building of bridges, overpasses, flyovers

Spetzializirovannoe upravlenie №18

www.sky.ru/~su18

Building of roads and area improvement

Sverdlovskavtodor

www.sv-avtodor.ru

Building, major repair and maintenance of roads and
building constructions, building bridges on the motorways
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RETAIL
DISTRIBUTION
55 Since 2000 the region's retail distribution
sector has been growing at a rate
at least 20% faster that the Russian
average, at around 130% per year
55 Turnover in the retail distribution sector
in 2006 amounted to 302 billion rubles
55 Per capita turnover in the retail
distribution sector amounted
to 68,481 rubles in 2006
(food products = 30,882 rubles;
non-food products = 37,599 rubles)
55 Ekaterinburg’s retail distribution
sector includes 868 food shops and
1,700 non-food shops
55 The city has 24 independent
hypermarkets and supermarkets and
14 malls
55 Average per capita income in
Ekaterinburg in December of 2006 was
16,572 rubles while Russia's average
indicator is 14,964 rubles.

Retail Distribution
Marina Ushenkina, Director, Economics Division, MARCHMONT Capital Partners

Retail Market Assessment

The Sverdlovsk and Ekaterinburg retail market is one of the region’s most attractive
and prosperous. Its speedy development and multitude of regional, national and international retail
operators helps bring in investment, which in turn means tax revenue and jobs for the region
and its workforce.
The population density of the Sverdlovsk
region is 24 people per square kilometer,
three times above the Russian average and
bettered only by Moscow, St Petersburg and
the Krasnodar region. This clearly makes
the sector attractive to investors and goes
some way to explaining why, for the last seven years, the region’s retail volumes have
been growing at over 20% faster than the
Russian average rate. In recent years the region’s consumer market has seen retail distribution goods turnover rapidly increase at
a rate of approximately 130% per annum.
There is a well-established system of
goods circulation in Ekaterinburg comprising 359 food-related wholesale firms
who, between them, lease 23 warehouses
to store their products. There are also 184
non-food-related wholesale firms. However
overall the city has an estimated 600,000
square meter deficit of class A and B warehousing.

Structure of Retail Market
Today Ekaterinburg’s retail market is
growing at four times the Russian aver-

The Volume of Retail Trade
is Increasing
In 2006 the volume of retail trade was 302 million rubles ($11.62 bn), which is 27.5% higher
in current price terms and 17.1% higher in
comparable price terms than the level of 2005.
The retail trade volume per capita for 2006
was 68,481 rubles ($2,635), of which, food
products accounted for 30, 882 rubles ($1,
188) and non-food items for the remaining 37,
598 rubles ($1,446).
The volume of retail trade in the Sverdlovsk
region for the first quarter of 2007 amounted to 82.3 billion rubles ($3.17 bn), and, in
comparison with the first quarter of 2006, increased in comparable price terms by 20.6%.
The average monthly sales of consumer goods
per capita for this period equaled 6,238 rubles
($240), an increase of 27.6% in current price
terms.
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age rate. Various trade formats are present, including malls, supermarkets, hypermarkets, cash&carries, small shops
and specialist shops (such as off licenses), with a host of new malls being built.
50% of the region’s retail market is made
up of retail chains.
Ekaterinburg’s retail distribution market
is made up of 868 food stores and 1700
non-foods stores. The number of non-food
stores went up by 109 in 2005. There are
24 independent self-service stores and
supermarkets and 14 malls in the city. 17
regional food-related retail chains, including 197 food stores, and 34 non-food retail
chains, made up of 208 stores, are present.
Largest among them are: Zvezdny (which
has nine shops), Kirovsky (43), Kupec
(Merchant) (38), Megamart (five) and
Monetka (Coin) (14). Other chains, such
as Best-Market (11), Vuzovsky (five), Sem
Kluchey (Seven Keys) (seven) and others
lack the successes of larger chains but
nonetheless have respectable turnover.
Also active in the market are 17 food and
19 non-foods state-owned stores.

Many supermarkets have been forwardthinking in their efforts to increase market
share, by, for example, introducing in-house
bread baking services and salad bars.
There are 367 self-service supermarkets and greengrocers, or 43% of all food
stores in the city, 259 of which employ
computerized means of stock control and
processing purchases (barcode-reading
guns, computers which accept card payments etc). By the end of 2007 self-service
food stores are expected to make up 45.3%
of all food stores, eventually rising to 50%.
A recent study into the food chains market
recommended, understandably, that as
many as possible switch to computerized
means.

National and International
Trading Chains
Unlike their food-related counterparts, national household appliance retailers have
no rivals in the region. Chains including
Eldorado (which has six shops), M.Video
(two) Mir (World) (three), Tekhnosila
(Techostrength) (two), along with sports

Share of Overall Market Turnover Taken by Sverdlovsk
Small Businesses in 2006
% share
of small enterprises

Business nature
Tourism, law, household

85 - 98

Trade, Vehicles maintenance

83.4

Wholesale Trading

55.7

Retail

33.2

Construction

37.1

Real estate (all kinds)

31.3

Hotels, restaurants and hospitality

30

Research and development

21.1

Processing industries

7.3

Retail Distribution

Regional Governmental
Support for the Region’s
Retail Market
The Sverdlovsk regional authorities have
drawn up and approved the General Lines
for Wholesale Trade Development up to
2010 program which paves the way for a
further 28 wholesale centers of varying formats to be opened in the region. They will
be in medium to large cities across the region, with the largest centers in Ekaterinburg.
Trading Sites, another strategically significant program developed by the regional
authorities, aims to establish a network of
favorably situated malls that would combine combine modern retail facilities and
premises with catering and entertainment
services.

Retail Trade Volume of the Sverdlovsk Region, bn rubles


























retailer Sportmaster (two), and children’s
clothes retailer Gloria Jeans, have branches in the region. Mobile phones chains Evroset, Dixis and Technomarket exist not
only in Ekaterinburg but also in the region’s other towns and cities. DIXIS, for
example, also operates stores in Nizhny
Tagil. The region is particularly attractive
to mobile phone chains as the region’s mobile networks are as yet underdeveloped,
meaning the market is expanding and retailers can potentially establish an foothold in the market.
In August 2005, a new shopping center
“Park House” and a supermarket Grossmart
(owned by retail distributor and developer
Marta) were opened. 2005 also saw a number of major international trading chains
begin to enter the Ekaterinburg market. In
2005 a 9,180 square meter Metro cash-andcarry store opened and the following year
a 110,000 square meter MEGA mall was
opened by Swedish furniture giant IKEA,
while food retailor Achan also opened a
network of hypermarkets. At the end of
2006 Turkish food and homeware retailer
Ramstore opened a branch in the Ural
shopping center.
Two more major malls are being built
in Ekaterinburg. One, which will include
Metro Cash&Carry, Sibirsky Trakt (Siberian Highway), DIY retailor StroyArsenal
and DVI will be present, is being built to
the east of the city, towards Tumen. The
second, to be a MEGA center, is being built
in west of the city, towards Perm, and will
include IKEA, Novomoskovsky, several car
showrooms and other shops.

SWOT
Strengths
The Sverdlovsk region is the fourth most populous region in Russia after the Moscow, St
Petersburg and Krasnodarsk regions. There
are 24 people to every square kilometer three times the Russian average. This, coupled with Ekaterinburg’s status as the Urals’
major transport and financial hub, means the
trading and public food catering sectors are
particularly attractive to invest in.
55 The region’s retail distribution market is
growing at a rate four times faster than the
Russian average and it continues to attract
major players in the form of large Russian and
international retail distribution chains.
55 Turnover in the retail distribution market is
growing at a rate of 32% annually, largely
thanks to the major players that have entered – and continue to enter – the market.
Local entrepreneurs are also increasingly attractive to investors; last year regional small
and medium businesses on average increased
sales profits by 1.5 times.
55

Weaknesses
External firms find it difficult to compete with
regional companies because of the protectionist policy run by regional authorities.

55

Opportunities
Potential investors into the Sverdlovsk region
who establish good relations with the local
authorities, to discuss their plans with them,

55
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stand to receive support for their projects.
There is considerable growth potential among
local retailers as an increasing number of national distribution chains branch out into the
city. For their part, Ekaterinburg-based retail
distributors continue to expand beyond the
city limits and into the suburbs.
National companies already established in
Ekaterinburg are also beginning to expand
their net regional exposure by moving into
the city’s regions.

Threats
Many of the fixed assets, both in industry and
on the utilities networks, are in a state of
disrepair and need upgrading. This can prove
very costly and can lead to significant social
costs. The aging power supply infrastructure
means the authorities impose sanctions on
launching new production facilities which
could potentially lead to regional firms working at far below capacity.
55 Deficit of specialists in the regional labor
market. The considerable speed at which the
retail distribution sector has grown – fueled
by the arrival of Moscow-based and international companies – has led to a deficit of
regional managers of large companies, shop
directors and heads of sales departments.
Tradesmen, salesmen and company representatives and shop assistants are also needed
in greater numbers.
55

105

Projects of BROZEX Group
For over ten years now Brozex
has been supplying customers
with high quality household and
refurbishing goods, including
goods the firm itself produces.
More than 500 people are employed by Brozex. The group
includes six companies of varying types:
• Brozex trading company
• Brozex plant of dry building mixtures
• Brozex varnish and paint plant
• Bobrovsky varnish and paint plant
• Construction and mounting company
• Transport company
As consumers need more trading center and more warehouses, we are increasing the capacity of our trading and logistic facilities. Brozex trading company is a leading supplier of
construction and household goods, which operates according a
“warehouse – office” system whereby the company , like many
market leaders, has its office inside its warehousing facilities. The
company’s range of goods includes 20,000 items in more than
40 different goods categories, including:
• Varnish, paint materials and solvents
• Fittings, ironmongery
• Contact adhesive and dextrin
• Wallpaper
• Floor coating
• Building and facing materials
• Hand and electric tools
• Wall panels
• Fasteners
• Construction foam, sealants
• Glue ceilings, skirting
• Household goods
• Curtain tracks, curtains
• Perfumes
• Household cleaning goods

BROZEX LOGISTIC CENTER
•
•
•

•
•
•
•
•
•

Land plot location: 16 Ovoschnoe Otdelenie St., Berezovsky.
Total area; 32.7 hectares.
Transport infrastructure: plot is close to the Ural Precision Alloys Plant stretch of the Ekaterinburg encircling highway (EKAD).
The project envisages the center to be connected with a railway
line.
Total warehousing area: 145, 000 square meters.
Warehousing category: В+.
Characteristics of a standard warehousing module:
Dimensions: length: 144m / width: 72m / height up to eaves:
10m
7. Building schedule: 2007: 45,000sq.m / 2008: 50,000sq.m /
2009: 50,000sq.m
The building will be implemented using 10,000 square meter
standard modules.

BERZOVSKY TECHNOPARK
Technopark goals:
•

To undertake modern manufacturing with the production of
competitive goods for the economic needs of the Sverdlovsk
region.

•
•
•
•
•

Crockery and plastic products
Locks
Taps, plumbing fixtures and ceramic bathroom fittings
Household goods
Ceramic tile

The trading company employs 300 people and has total trading premises totaling 16,500 square meters, made up of modern
warehouses, offices and a new three-story administrative building. Brozex still has many goals to achieve, though. For example,
in Autumn 2007 we plan to put a new 10,000 square meter
warehouse into commission. As any leader does, we continue to
develop dynamically and break new ground: building the Brozex
logistcs center, a shopping-entertainment mall and participating
in setting up the Berezovsky technopark.
The shopping and entertainment mall will be built on a 9.5
hectare land plot, quite close to the junction where the Ekaterinburg encircling highway (EKAD) meets the Berezovsky
Tract motorway. The plot lies just 2km from the Ekaterinburg
administrative-territorial border, while it is 10km from the Tyumen Tract motorway and 2km from the Rezhevsky and VerhnePyshminsky Tract motorways. It is also also 14km from the
METRO hypermarket.
In future customers will have easy access to the mall; according to Ekaterinburg’s General Development Plan EKAD will be
expanded and the road will be attributed first category status
(attributed to major, wide roads such as motorways). The mall’s
placement is significant as most other comparable malls are
located on the opposite side of the city, far from this area. We
are currently looking at the possibility of acquiring another 2.7
hectare plot nearby on which to build a car park
We invite investors to participate in our projects.
Evgeny Pistzov, Director,
BROZEX Group of Companies
1 Pervomaysky settlement,
Berezovsky, the Sverdlovsk region, Russia , 623703
tel/fax: (343)345-2000, (34369)9 99 99,
www.brozex.ru, brozex@brozex.com

•
•

To provide conditions for developing new competitive technology in order to gain profit from sales both in Russia and abroad.
To foster favorable conditions for investment climate development.

Project participants:
•
•
•
•
•
•
•

municipal administration
regional and municipal funds for the support of small businesses
companies – major Ekaterinburg employers
educational institutions
trustee councils
grant foundations
Sverdlovsk regional government

Technopark assets:
•
•
•
•
•

Land			
30-50 hectares
Manufacturing premises 80,000 sq.m
Office buildings		
20,000 sq.m
Warehouses 		
20,000 sq.m
Transport, telecommunication and information network.

Retail Parks
Igor Suhanov, General Director of Oboronsnabsbyt

Russia Adopting European
Retail Park Format
The growing number of not only national but also international retail
chains in Ekaterinburg means the city is narrowing the gap between itself
and Russia’s “big two”.
This is partly down to new trade formats
being introduced. The traditional Russian univermag, or general shop, Russia’s traditional version of the western
mall, is increasingly dwarfed by the appearance of major shopping and entertainment malls. This was kick-started in
autumn 2006 by the opening of the massive MEGA mall, developed by Swedish
furniture giant IKEA. Meanwhile Vremya
(Time), a Russian group of firms, is developing a chain of its Park House malls
in the city, while the first Urals retail
park, developed by our company, is due
in 2007. The project has raised considerable interest since it is the Russia’s first
European-style retail park.
Retail parks are traditionally enclosed,
open space areas which house several
major – and usually multi-story - retailers
which share one, large car park. Often
retail parks, which are usually around
200,000 square meters in size, are dominated by one major tenant which controls
70-90% of trading premises. They enjoy
lower costs than malls because they have
no need for public amenities such as lifts,
escalators and viewing galleries, necessary givens which take up 30-40% of a
mall’s space but make no money. Retail
parks are also considerably cheaper to
build at 20-30% under average mall construction costs.
While the concept is new in Russia
the retail park format is well established
in Europe, where developers have long
built major trade parks in city suburbs
rather than in the packed, historical or
otherwise ill-suited capital centers.
Oboronsnabsbyt develops and manages projects relating to commercial real
estate. The group has acquired a 40,000
square meter site for the planned Urals
retail park, at the transport junction of
two major motorways (linking the city
with Tumen and Chelyabinsk) not far
from the city’s Koltzozo airport, with a
further 25,000 square meters allotted
for warehousing on the same site. The

project compliments city-wide plans in
Ekaterinburg to increase the amount of
warehousing space. The park’s eventual
tenants – expected to reach 300 firms
by 2010 - will include retailers dealing
in building and finished materials, furniture, interior accessories, household
and garden goods.
Work on the first stage of the park
is due for completion in autumn 2007.
Initial plans are for eight regional and
national retailers, each with two-story
premises occupying 14,000 square meters between them. 12 shops are already
open, occupying 50,000 square meters,
as are a car park and an A-class, 35,000
square meter logistic terminal. By 2010
the total area of the park is expected to
stretch to 200,000 square meters.
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Retail Distribution
Trading and Еntertainment Malls
Name

Website

Total floor space,
square meters

Facilities located inside the mall with percentage
of floor space they occupy

High price category malls
Guermes Plaza

www.germesplaza.ru

16485

Clothes, shoes, underwear – 73%; perfume, cosmetics,
household goods – 19%; souvenirs, utensils – 4%; eateries – 4%;

Univerbyt

www.univerbyt.ru

5960

Clothes, shoes, underwear – 82%; gifts, interior decorations, jewelry, souvenirs – 13%; eateries – 2%; other
goods and services – 2%;

Medium price category malls
Antey

www.antey-e.ru

33300

Eateries, entertainment facilities and attractions - 34%;
furniture, building materials - 20%; household appliances
- 16%; perfume, cosmetics, household goods - 16%;
clothes, shoes, underwear - 12%; souvenirs, utensils –
2%;

Boom

–

6476

Clothes, shoes, underwear - 82%; souvenirs, utensils,
jewelry - 5%; other goods and services – 13%;

Carnaval

www.carnaval.ur.ru

75000

Clothes, shoes, underwear – 37%; eateries, entertainment facilities and attractions - 30%; foodstuffs - 20%;
household appliances - 8%; perfume, cosmetics, household
goods - 4%; other goods and services – 1%;

Dirigeabl

www.dirigabl.ru

35000

Clothes, shoes, underwear - 55%; eateries, entertainment
facilities and attractions - 12%; household appliances 11%; perfume, cosmetics, household goods - 7%; other
goods and services - 15%

Ekaterininsky

www.ekaterininskiy.ru

52000

Eateries, entertainment facilities and attractions - 33%;
clothes, shoes, underwear - 30%; supermarkets and
grocers - 23%; household appliances – 14%;

Greenwich

www.grinvich.com

53500

Foodstuffs - 44%; Clothes, shoes, underwear - 22%;
eateries, entertainment facilities and attractions - 19%;
household appliances - 10%; other goods and services 5%

KIT

www.kit-capital.ru

21800

Supermarkets and grocers - 28%; clothes, shoes, underwear - 27%; household appliances - 21%; furniture, accessories, building materials - 8%; auto accessories, sports
equipment - 6%; other goods and services – 10%;

MEGA Ekaterinburg

www.megamall.ru

248190

–

Mytny Dvor

www.mt-dwor.ru

5000

Clothes, shoes, underwear - 57%; eateries, entertainment
facilities and attractions – 43%;

Park House

www.parkhouse.ru

61500

No data

Uspensky

www.uspenskiy.ru

25000

Clothes, shoes, underwear - 67%; household appliances 17%; eateries - 6%; other goods and services – 10%;

Economy class malls
Sibirsky Trakt

www.sibtrakt.ru

16500

Supermarkets and grocers - 29%; clothes, shoes, underwear - 20%; household appliances - 15%; children goods
- 13%; furniture, DIY goods - 11%; books, office supplies
- 10%; other goods and services – 2%;

Tagansky Ryad

www.taganka-e.ru

40000

Clothes, shoes, underwear - 85%; eateries, entertainment
facilities and attractions – 15%;
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BANKS
AND credit
Institution
55 44 banks of all kinds, 111 insurance
companies and 47 professional stock
market participants present in the
Sverdlovsk region
55 24 regional banks are registered and
operate in the region
55 2006 saw the region's credit portfolio
increase by 63% and by January 2007
it had reached 254.3 billion rubles (just
under $10 billion)
55 By January 2007 banks had attracted 50.2
billion rubles (just under $2 billion) of
investment from factories and firms
55 Profit at independent credit companies
for 2006 was 2.9 billion rubles ($113.3
million)
55 In 2006 total capital at loan companies
increased by 23.5% and by January 2007
was 14.7 billion rubles ($574.2 million)

Banks and Credit Institution
Julia Akhmetshina, Analyst, MARCHMONT Capital Partners, Ekaterinburg Office

Financial Services Market

In the region practically all types of financial services are developing: banking, investment, insurance,
leasing, factoring and many others. 44 banks, 111 insurance companies, 47 professional brokerage
firms and 29 leasing companies are present in the region.
The region has market regulators like the
Regional Office of Federal Financial Market
Service (FFMS) in the Urals Federal District
and the Sverdlovsk Regional Branch of the
Central Bank of Russia (CB RF); self-regulating organizations such as the non-commercial partnership Elite Club of Corporate
Conduct, Ural Bank Union, Ural Branch of
the National Association of Securities Market Participants (NAUFOR), and the Union
of Insurers Belyi Sobol.

Regional Banking System
The banking system of the region is multifaceted and represents the entire breadth
of financial lenders – from large federal
banks, to branches and representative offices of foreign owned banks, to large and
small regional banks.
As of January 1, 2007, 24 regional banks
and one non-banking loan organization,
the Clearing House of the Ural Regional
Stock Exchange, have been registered in
the region. The head offices of most of
them are in Ekaterinburg, while some
others are located in district centers. For
example, the headquarters of Tagilbank
is in Nizhny Tagil, the head office of Metkombank is in Kamensk-Uralsk, the headoffices of Pervouralskbank and Universal
are in Pervouralsk, and KomNeivabank’s
headquarters are in Novouralsk. In terms
of the number of loan organizations
registered in the region, the Sverdlovsk
region ranks fifth in Russia after Moscow
(593), St Petersburg (42), the Republic
of Dagestan (36) and the Republic of
Tatarstan (26).
Regional banks have established a
wide network of bank service outlets
– 18 branches and more than 300 bank
offices (additional offices, operating cash
desks). All the regional banks are participants of the Deposit Insurance System. 22
regional banks are licensed to perform
operations in currency, seven of these
banks have general licenses (UBRiR,
SKB-Bank, Uraltransbank, Grankombank,
Severnaya Kazna (Northern Treasury),
Pervouralskbank, Uralfinprombank). In
2006 two regional banks, Zoloto-Platina
Bank (Gold-Platinum Bank) and Ura-
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lvneshtorgbank, merged with Mechel
Bank and URSA Bank respectively.
Uraltransbank, also a Sverdlovsk region
bank, has among its shareholders a foreign
strategic investor, the European Bank for
Reconstruction and Development. At present, SKB Bank is also taking steps to encourage the EBRD to become its shareholder.
Furthermore, in the region there are
71 branches of 35 loan organizations from
other regions, including the Ural Bank of
the RF Savings Bank, which has the largest
chain throughout the area of the Sverdlovsk region comprising 36 branches, 231
additional offices, 197 operating cash desks
and five mobile outlets. All the large federal
banks are represented in Sverdlovsk region’s
market, VTB Group, Gazprombank, AlfaBank, Bank of Moscow, Uralsib, Rosbank,
and a number of foreign owned banks such
as: Raiffeisenbank Austria, KMB Bank, International Moscow Bank, Citi Bank.
Loan institutions are supervised by the
Regional Branch of the CB RF for the Sverdlovsk Region.
The wide range of commercial banks in
the region allows the banking system to
cover a wide range of clients – from large
metallurgy and machine building corporations to small to medium businesses, as well
as individuals, providing them with various
bank products and services including granting loans, managing accounts and effecting
payment, deposit operations, operations
with precious metals, foreign currency and
securities trading. Traditionally regional
banks are oriented towards work with the
non-financial sector of the economy and
with individuals.
The favorable state of global raw material markets and domestic demand growth
have resulted in the preservation of a
number of positive trends in the regional

Increasing
Bank Capitalization
Total capital (own funds) at the region’s loan
companies grew by 23.5% in 2006 and as of
January 1, 2007 stood at more than 14.7 billion rubles.

Financial Services Market
economy: exporters’ profitability has increased, tax inflow into budgets of all levels
of government has risen, people’s incomes
have grown and all these in turn have influenced regional bank system growth rates
in 2006.

Loan Policy
Banks have actively developed credit financing in the region and as a whole, the
loan market for 2006 increased by 63% and
totaled 254.3 billion rubles. Lending to individuals grew at an even faster pace, the
total level of consumer credit rose by 75%
for the year and totaled 65.6 billion rubles
as of January 1, 2007. All this rate growth
is due to the continuing demand for loans
by companies, especially small to medium
businesses, as well as by individuals.
Mortgage lending is developing
quickly, and, all in all, the region’s lenders lent 9.6 billion rubles to citizens. The
main source of regional banks’ resource
base is consumers’ deposits, and for 2006
they grew by 42% and totaled 112.9
billion rubles by January 1, 2007. Fiftythree percent of these funds are held by
independent banks, and this is due in
part to their offering better conditions for
depositors (branching network, interest
policy) at these banks, and the fact that
most branches from other regions are
more oriented towards work with corporate clients.
The second major source of funds for
lenders in the Sverdlovsk region in 2006
was funds invested by companies, and this
reached 50.2 billion rubles as of January
1, 2007. The profit of independent lending
companies in the Sverdlovsk region for

2006 was 2.9 billion rubles.
The banking community of the Sverdlovsk region is headed by the Ural Bank
Union, a non-profit organization founded
in 1996. The Union includes 22 out of the
24 regional banks and nine banks from
other regions as well.

Insurance Companies
A special position in the market of financial services is occupied by insurance companies, which provide insurance services
and accumulate large financial funds with
the purpose of their further allocation. In
the region there are 111 insurers, one of the
largest of which is Insurance Company UralSib. The number of operators in the market
is growing, but the coverage of companies
and people is remaining almost unchanged.
The development of the insurance market is
due to new regulations, such as mandatory insurance required against a number of
risks, such as car owner civil liability insurance and mandatory health care insurance.
This covers 88% of the market. The coverage of people and companies by voluntary
insurance in the region accounts, depending on the season, for only 15-18%, which
is divided between real estate insurance,
car insurance and life insurance. Because
of the limited number of services which are
offered, despite the large number of companies in the sector, the insurance market
has plenty of opportunities for further development. Insurance companies, being institutional investors, will be able to change
the financial infrastructure of the region
drastically in the future.

Ural Banks:
in Russia’s Top 100
A report from information agency RBK, named
500 Largest Banks of Russia for 2006, which
rates Russian banks in terms of net assets,
includes 15 banks of the Sverdlovsk region including, in particular, UBRiR (63rd position),
Severnaya Kazna (64th position) and SKB Bank
(84th position).

SWOT
Strengths
The Sverdlovsk region ranks third in Russia for the number of regional
banks
55 The presence of federal bank chains, as well as branches of leading Western banks in the region
55 High growth rates for the infrastructure to service corporate and retail
customers are continuing
55 All the regional banks work in the system of deposit insurance, make
reports in compliance with Russian and international standards, and participate in the region’s social programs
55

Weaknesses
There are no mechanisms for protecting creditors’ rights when investing
in medium-sized companies
55 The legal and standard basis for the exchange of information on borrowers’ credit histories requires development
55
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Opportunities
55 A strategy is being implemented which aims to develop the banking sector, by allowing regional banks to enter at a regional level
55 Access to a wide range of banking services for large businesses, as well
as for small companies and retail customers
55 Banking sector applies hi-tech modern payment systems and systems
of settlement
Threats
Consumers of banking services are spoiled for choice, and this prevents
new banks from gaining market share
55 Goals such as increasing the equity of loan organizations, forming a longterm resource base, reinforcing the legal protection of creditors’ rights,
and building an effective system of risk management especially in the
segment of consumer crediting still need to be reached and are essential
for continued growth
55
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Banks and Credit Institution
Prominant Sverdlovsk Region Based Banks
Name

Address

Telephone

Website

BANK24.RU

12 Kuibushev St., Ekaterinburg, 620144

(343) 217-26-67

www.bank24.ru

VUZ BANK

11 Bankovsky Per., 31B Malyshev St., Ekaterinburg, 620014

(343) 220-72-41

www.vuzbank.ru

GRANKOMBANK

47 Scherbakov St., Ekaterinburg , 620023,

(343) 217-03-33

www.granbank.ru

DRAGOTZENNOSTI URALA (PRECIOUS STONES OF THE URALS)

14 Gagarin St., Ekaterinburg, 620062

(343) 349-59-40

www.kbdu.ru

EKATERINBURG

13, 8-Marta, Ekaterinburg, 620014

(343) 371-35-85

www.emb.ru

KOLTZO URALA (URALS CIRCLE)

109 Bolshakov St., Ekaterinburg, 620144

(343) 212-12-93

www.koltso.ural.ru

KOMNEYVABANK

9 Frunze, Novouralsk, the Sverdlovsk region, 624130

(34370)2-38-90

–

MDM BANK URAL

68 Vostochnaya, Ekaterinburg, 620075

(343) 350-20-10

www.mdmural.ru

METKOMBANK

36 Octyabrskaya St., Kamensk-Uralsky, the Sverdlovsk region,
623406

(3439)37-80-60

www.metcom.ru

PERVOURALSKBANK

9B Ilyich Av., Pervouralsk, the Sverdlovsk region, 623109

(34392)2-36-18

www.pervbank.ru

PLATO BANK

Of.19, 2, 8-Marta St., Ekaterinburg, 620014

(343) 355-38-86

www.plato-bank.ur.ru

Clearing House of Ural Regional
Stock Exchange

3/2A Kolmogorova St., Ekaterinburg, 620034

(343) 245-16-66

–

SBERINVESTBANK

73 Shaumyan St., Ekaterinburg, 620146

(343) 212-40-00

www.sberinbank.ru

SVERDLOVSKY GUBERNSKY
BANK

9 Tolmachev St., Ekaterinburg, 620075

(343) 295-04-00

www.sgbank.ru

SEVERNAYA KAZNA (NORTHERN
TREASURY)

17 Gorky St., Ekaterinburg, 620075

(343) 359-27-07

www.kazna.ru

SKB BANK

75 Kuibushev St., Ekaterinburrg, 620219

(343) 355-75-01

www.skbbank.ru

TAGILBANK

2A Lomonosov St., Nizhny Tagil, the Sverdlovsk region, 622001

(3435)25-69-00

www.tagilbank.ru

UIK BANK

3 Popov St., Ekaterinburg, 620014

(343) 371-84-78

www.uikb.ru

UNIVERSAL

31 Lenin St., Pervouralsk, the Sverdlovsk region, 623121

(34392)5-21-99

www.kbu.ru

URALPRIVATBANK

6A Vereschagin St., Ekaterinburg, 620144

(343) 214-98-80

www.upb.ru

URALTRANSBANK

2B Melkovskaya St., Ekaterinburg, 620027

(343) 353-03-90

www.utb.ru

URALFINANCE

111 Mamin-Sibiryak St., Ekaterinburg, 620219

(343) 358-97-10

www.uralfinance.com

URALFINPROMBANK

9 Shevchenko St, Ekaterinburg, 620027

(343) 370-06-48

www.ufpb.ru

URAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

95 Kuibyshev St., Ekaterinburg, 620026

(343) 264-55-60

www.ubrr.ru

URAL INTERREGIONAL BANK

3 Generalskaya St., Ekaterinburg, 620062

(343) 375-38-88

–

Sverdlovsk Branches of Banks Based in Other Regions
(Ekaterinburg branch except where indicated)
Name

Address

Telephone

KMB BANK

20A Lenin Av., Ekaterinburg, 620014

(343) 365-84-48

MECHEL BANK

7 Lenin Av./33A Sheynkman St., Ekaterinburg, 620014

(343) 377-62-23

ALFA BANK

42 A Malyshev St./10 8-Marta St., Ekaterinburg, 620014

(343) 374-51-51
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Financial Services Market
Name

Address

Telephone

IMPEXBANK

145 Mamin Sibiryak, Ekaterinburg, 620075

(343) 269-75-9035054-74

KREDITNY AGROPROMBANK

5 Karl Libkneht, Ekaterinburg, 620075

(343) 371-56-75

PROMYSHLENNO-STROITELNY BANK

5 Marshal Zhukov St., Ekaterinburg, 620219

(343) 371-21-88

VTB 24 (branch № 6602)

27 Lenin Av., Ekaterinburg, 620014

(343) 359-25-10

MDM BANK

68 Vostochnaya St., Ekaterinburg, 620075

(343) 372-87-50

VTB

16 St.Razin St., Ekaterinburg, 620142

(343) 257-77-84

GAZPROMBANK

55 A Radischev St., Ekaterinburg, 620086

(343) 212-16-01

CREDIT URAL BANK

7 Uritzky St., Ekaterinburg, 620014

–

(343) 377-61-25

–

INTERNATIONAL MOSCOW BANK

4 Nikonov St., Ekaterinburg, 620027

(343) 356-59-97

TRANSKREDITBANK

41 Strelochniki St., Ekaterinburg, 620107

(343) 345-25-50

TRUST

–

152-1 Belinsky St., Ekaterinburg, 620142

(343) 257-83-02

–

URALSIB

15 Rosa Luxemburg St., Ekaterinburg, 620075

(343) 355-38-11

UNIASTRUMBANK

4 Klara Tzetkin St., Ekaterinburg, 620075

(343) 217-90-75

NOMOS-BANK

12 Belinsky St., Ekaterinburg, 620075

(343) 371-30-01

BINBANK

11 A Sverdlov St., Ekaterinburg, 620027

(343) 353-08-37

MBA-MOSCOW

26 Rosa Luxemburg St, Ekaterinburg, 620026

(343) 350-15-57

AK BARS

68 Krasnoarmeyskaya St., Ekaterinburg, 620026,

(343) 377-51-07

BALTYISKY BANK

1T Nachdiv Vasilyiev St., Ekaterinburg, 620043

(343) 217-93-00

BANK OF MOSCOW

10 Marshal Zhukov St., Ekaterinburg, 620014

(343) 378-95-60

VYATICH

9A Per.Bankovsky, Ekaterinburg, 620014

(343) 371-15-89

INKAHRAN

43 Toledov St./28 Kirov St., Ekaterinburg, 620028

(343) 245-62-11

MEGA BANK

132 Mamin Sibiryak St., Ekaterinburg, 620026

(343) 256-87-42

PROMTORGBANK

19A Mashinostroitely St., Ekaterinburg, 620012

(343) 336-61-71

ROSBANK

104 Hohryakov st., Ekaterinburg, 620144

(343) 245-61-11

RUS-BANK

41 Krasnoarmeyskaya St., Ekaterinburg, 620075

(343) 372-14-44

URSA BANK

4V Chebyshev St., Ekaterinburg, 620062

(343) 217-81-78

SVYAZ-BANK

4 Karl Libkneht, Ekaterinburg, 620075

(343) 359-04-00

URSA BANK (Zarechensky branch)

27A Lermontov St., Zarechny, the Sverdlovsk region , 624051

(34377) 3-48-02

TUMENENERGOBANK

18 Frontovye Brigady St., Ekaterinburg, 620017

(343) 334-47-02

URSA BANK (Sverdlovsky branch)

2B Metallurgi square, Serov, the Sverdlovsk region, 624440

(34315) 2-25-24

MOSCOW BANK FOR RECONSTRUCTION AND DEVELOPMENT

5A Severny Per., Ekaterinburg, 620014

(343) 377-18-10

RAIFFEISENBANK AUSTRIA

10 Krasnoarmeyskaya st., Ekaterinburg, 620075

(343) 378-70-02

SAVINGS BANK OF RUSSIA

31V Malyshev St., Ekaterinburg, 620014

(343) 369-51-04

CHELINDBANK

47 Serov St., Ekaterinburg, 620024

(343) 211-55-74
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Banks and Credit Institution

Bank Sector Results
from July 1, 2005 to July 1, 2006
As of July 1st, 2006 balance-sheet profits at loan companies operating in the Sverdlovsk region,
with the exception of the Urals Bank of the Russian Federation Savings Bank, amounted
to 3.4 billion rubles, 52.2% up on profit on July 1st, 2005. Banks, meanwhile, posted profit
of 1.6 billion rubles, up 94.6%.
According to the Bank of Russia, the
assets (after full or final payment of outstanding accounts) of Sverdlovsk-based
branches and offices of loan companies
as of July 1st, 2006 stood at 253.3 billion
rubles. In this regard the region ranks
second in the Urals Federal District after
the Tumen region.
Payment via bank and credit cards is
rapidly developing in the region. As of
July 1st, 2006 there were 2,114 bank
cards in circulation in the region, of
which 2,188 were in active use – 17.1%
up on the beginning of the year. The region’s bank cards infrastructure includes
706 cash outlets, 1,370 ATM cash machines and 3,327 trade-servicing outlets

(including 1,030 cash machines with
facilities for cashless payment). Overall,
this infrastructure has grown 13% since
the beginning of the year.
The volume of transactions undertaken in Russia and beyond its borders
by Sverdlovsk bank and credit card holders from January to June in 2006 totaled
79 billion rubles, 46.9% more than between January and June in 2005). The
number of transactions was 22.4, 29.5%
more than between January and June in
2005.

Professional Financial Market Players by Sector
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Total actually-paid authorized capital at
the region’s loan companies as of July
1st, 2006 was 5.3 billion rubles, while total own equity equaled 14 billion rubles,
17.7% up on the beginning of the year.
The currency of Sverdlovsk’s banking
sector as of July 1st 2006 was 307.6 billion rubles, 18.5% up on the beginning of
the year. Attracted capital stood at 175.2
billion rubles, up 15.7%, of this 93.8 billion rubles of attracted capital, or 53.6%,
is derived for deposits from individuals.
Loans granted to non-financial sector
legal entities stood at 140 billion rubles
as of July 1st, 2006, up 30.1% on the
beginning of the year, while loans given
to individuals amounted to 48.5 billion
rubles, 33.4% up on the beginning of
the year. More than half the individual
loans were granted by the region’s banks
(52.1%). Loans provided to sole traders
amounted to 8.3 billion rubles as of July
1st, 2006, up 15.9% on the beginning of
the year.









General Information
As of July 1st, 2006 113 loan companies were
operating in the Sverdlovsk region, including 25
Sverdlovsk-based banks and their branches, 29
branches of banks based in other regions and
38 branches of the Ural Bank of the Savings
Bank of Russia. 28 Sverdlovsk-based banks had
branches operating in other regions.

114



/BUJPOBMBOEGPSFJHODPNQBOJFT
3FHJPOBMDPNQBOJFT

Micro Finance Credits
Mikhail Mamuta, President of the Russian Microfinance Center
and National Partnership of Microfinance Market Participants

The State and Tendencies of Developing
Microfinance Market in Russia
A legal system for the provision of financial loans available to everyone needs not only banks but
other financial institutions, targeted at small businesses, private households and people starting
up their own businesses. In other words, microfinancing institutions are needed.
There are several reasons why the microfinance sector is commanding more and
more interest. 2005 was declared by the
UN an ‘International Year of Microfinance’
and the 2006 Nobel Peace Prize was awarded to Mohammed Yunus, who founded the
concept of microfinance in recognition of
its positive social and economic effect on
the poorer people.
For the last two years the growth rate
of Russia’s microfinance sector has outstripped the growth rate of demand for it,
although overall demand still far exceeds
the level of funds offered. While demand
from entrepreneurs for sub-300,000‑ruble
loans and credit rose a third to 240 billion
rubles in 2006, up from 180 billion rubles in
2004, the amount on offer by the industry
almost doubled over the same period. Now,
Russia’s microfinance industry is valued at
over 26 billion rubles, less than 20 % the
level of demand.
The fast development and stability of
the microfinance sector in Russia is partly
down to its diverse structure, as evidenced
by the range of organizations involved
in it, including banks, loan cooperative
societies, non-commercial organizations
and other organizations and businesses. In
2006 the market continued in this structure
and is now consolidating its strength, as
an increasing number of non-commercial
microfinance players are turning into commercial credit organizations. For example
the first Russian International Financial
Organization Fora Fund set up the Fora
Opportunity Russian Bank -FORUS bank.
Private investment funds are increasingly
funding the emergence of commercial microfinance organizations.
The industry’s structure has been
formed at a national level, as evidenced
by the formation of organizations such as
the Russian Microfinance Center (RMC)
and National Partnership of Microfinance
Market Participants (NAUMIR). The RMC
is a ‘think tank’ of the microfinance sector
and a national forum promoting cooperation between various government, social

and investment partnerships. NAUMIR, a
member of the Russian Chamber of Trade
and Industry, was set up in 2006 by the
major players of the microfinance sector to
further development of the industry and
tackle issues within it.
Responding to calls from many in the
microfinance sector, the Russian government is to introduce draft legislation to
regulate the industry and its organizations
as part of its 2006‑2008 legislation drafts
package. The terms of one the draft laws,
titled «Loan Cooperation», are currently
being debated in the state Duma.
All of these factors no doubt played a
part in the findings of research carried out
in 2006 by the Resource Center of Small
Businesses and the Russian Microfinance
Center. Around 800 organizations from 53
Russian regions took part in the research,
the results of which showed that, as anticipated, the microfinance market was growing at an ever quickening pace. According
to estimates, as of January 1, 2007, there
were more than 1,600 non-banking microfinance organizations in Russia providing
services to around 500,000 clients.
The most prevalent kinds of microfinance organizations are loan cooperative
societies, which account for two thirds of
organizations in the market and whose
numbers continue to rise. Citizens’ Loan
Consumer Cooperatives (in Russian abbreviated to KPKG) are the most common kind
but their numbers are decreasing due to the
increase of the collective strength of Agricultural Consumer Cooperatives (SKPK)
and the City Loan Cooperatives with the
participation of legal entities (KPK).
Funds — state, municipal and private
— constitute the second most common
form of microfinancial organizations, in
2005 accounting for 28 % of organizations
in the market, of which state funds supporting small businesses are still the more
prevalent type.
The presence of this or that type of
microfinance organizations in a region depends on past experience and the economic
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specialization of that region. For example,
in the Siberean, Volga and Southern federal
districts the agricultural loan cooperations
are particularly developed. State funds for
small business support are most common
in the Central and North-Western Federal
Districts.
Despite giving loans to small businesses
and low-income individuals — the riskiest
borrowers from the bank’s viewpoint — the
amount owed in overdue payment does not
exceed 3.0 %, while the size of the average
loan is $ 2,000.
Organizations which have various separate branches or departments contribute
to establishing unified standards of the
microfinancial markets. Such organizations are becoming increasingly prevalent:
while in 2003 only one in four microfinance
organizations had a network of branches or
additional offices, by 2005 almost half of
them did.
We are in no doubt that the future prospects for small business and for the people
of Russia’s regions are directly linked with
the prospects for the microfinance market.
We are in no doubt that future development of the microfinance industry and of
the financial system in general will play a
part in the future prospects of small businesses and of the lives of those living in
Russia’s regions.
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Banking Effectiveness –
New Client Opportunities
Today the Ural Bank for Reconstruction and Development is
one of the largest finance and credit organizations in the
Ural region. Financial results for 2006 demonstrate that
the Bank’s total assets increased by 1.7 times and totaled
33.2 billion rubles ($1.3bn), The bank’s credit portfolio
grew by 1.4 times to a total of 15.9 billion rubles ($621m).
The balance of companies’ current accounts and deposits with the bank increased 1.9 fold to 8 billion rubles
($312.5m). During 2006 individuals’ deposits increased 1.5
fold and totaled 12.8 billion rubles ($500m).The bank’s equity capital as of the 1st of January, 2007 was more than
2.4 billion rubles ($93.75m). The bank’s profit for 2006 was
425.5 million rubles ($16.6m).
The bank has a precise development strategy for 2008
which has been planned in association with a leading international consulting company, Roland Berger. The main

goal of this strategy is to establish a leading retail bank
in the Ural region. This goal is being achieved by increasing the size of the client base with an emphasis on small
and medium enterprises, creating more bank branches and
concentrating on certain key banking products.
The UBRD’s activities are mainly concentrated in the Ural
Federal District, the Privolzhsky Federal District and in Moscow. The bank’s network includes 9 branches, 53 subbranches and 10 cash offices. The bank’s branches operate in Ekaterinburg, Chelyabinsk, various cities of the Sverdlovsk and
Chelyabinsk regions, Moscow, Kirov, Perm and Ufa.
The Sverdlovsk region has more credit organizations
than any other region in the Ural Federal District. The
UBRD with authorized capital, in accordance with International Financial Reporting standards, of 1.3 billion rubles
($50.8m) is one of the largest banks in the Ural Federal
District. According to financial experts, the UBRD has a
15.1% share of the Sverdlovsk region market among all the
registered banks, and a 7.6% share among banks that have
headquarters and branches on the territory of the Sverdlovsk region. In order to be competitive in the market for
financial and credit services, the bank plans to expand the
range of banking products and services it provides, develop individual service plans, programs and technologies to
better serve customers, change its pricing policy and lower
its products’ prime cost.
The UBRD has a diversified client base. Private clients’
assets are the largest source of funds, having reached a
level of 53% by the end of 2006. Corporate clients provide
a further 23% of the bank’s assets, and this figure has been
growing very rapidly for the last five year compared to all
the other investment sources. Debt securities’ are 5% of
the bank’s portfolio and credit organizations have a further 8% share, this figure increased considerably in 2005
and has remained very high since then.
The UBRD is a leader in the Sverdlovsk region in a number of fields, including: holding corporate clients’ assets
(17.2%), lending to individuals (20.8%), company deposits (15.7%), and by the end of 2006, the bank’s share in
the total current accounts in the Ural Federal District was
11.1%.
The bank offers a wide range of services for companies
as well as for individuals, including lending, deposits, payment transactions, assets management, remote services
and many others.
The UBRD pays special attention to granting loans to
small and medium enterprises. According to 2006’s results,
loans to small and medium enterprises amounted to 4% out
of the bank’s total loans to companies and other organizations. The bank plans to raise this share to 30% by 2008.
To implement this plan the bank has worked out a special
lending program that takes into consideration all the dif-

ferent attributes of borrowers, including the sector they
work in, their business seasonality, growth rate, etc...
The UBRD is an active participant in the interbank lending market. More than 100 financial institutions act as its
partners for conversion and credit operations. 2006 saw
increased lending accross the board, which resulted in an
increase in the number of operations on the interbank
lending market. The total amount of money borrowed on
the interbank market was 180.323 billion Russian rubles
($1.610bn; 23.64 million Euros). The total amount of money lent on the interbank market was 5.183 billion Russian
rubles, $931.028m and 1.170 million Euros.
The Bank participates in the securities market as an
investor, borrower and also trades in promissory notes.
The bank also provides brokerage services and manages a
number of trusts.
The UBRD also conducts trading transactions and concludes repurchase agreements involving government
bonds, shares and corporate bonds issued by Russian companies on the stock market and the over-the-counter market in accordance with the bank’s strategies.
For the last seven years, the Bank has traded in precious metals on the interbank market by acquiring metals
from mineral developers and precious metals manufacturers, as well as by exporting gold and silver. The bank also
has started introducing new services to its clients such as
keeping impersonal metals accounts, granting loans in the
form of precious metals, keeping precious metals on time
deposit accounts and other similar services.
The bank provides services in individual and group trust
management, and is one of the regional leaders in providing these services. It is the only bank in the Ural Federal
District that has been providing trust management services for over seven years.
At the end of 2006 there was 442 million rubles ($17.3m)
in the bank’s trust accounts. 252 million ($9.8m) of this
was from individuals and the other 190 million ($7.4m)
from investment funds.
The bank manages four investment funds, these include:
Universalnyi, Bazovye Otrasli and Aktivnye Investitsii.
Universalnyi was the first of the funds that started cooperation with UBRD in 1998. The fund’s return for the last
seven years has averaged 28.84% per annum.
Another of the bank’s funds, Bazovye Otrasli, has twice
been awarded the designation of Best Investment Fund in

Russia. Its annual return averages 77.50%, which is higher
than both the RTS and MICEX indexes. In May 2007, a new
investment fund, Finansovaya Sistema, was registered and
started its operation. The main focus of this fund is investing in the shares of Russian credit organizations.
Trade and project financing in 2006 was closely tied to
the expansion in the range of services (for residents and
non-residents of the RF) available in the international
document trade (letters of credit, etc).
In 2006, the total value of new import and export letters of credit increased by 1.6 times from to the amount
in 2005. This was due to the opening of import letters of
credit for projects involving the construction of factories,
workshops and production lines in different sectors of industry.
Uncovered credit lines provided to the UBRD and relating to the bank’s trade in international document transactions increased to a total of $30m.
The bank’s overall strategy is to develop to ensure that
it remains competitive with other retail banks in the Ural
region. Management plans to improve the quality of client services and develop individual service plans. This will
contribute a lot to improving the bank’s financial results,
and will provide more opportunities to the Bank’s clients
and partners.

MANY GOALS – ONE BANK

Call center:
(343) 2-644-644
www.ubrr.ru
Advertising of UBRD, license #429

FOR REFERENCE
The Ural Bank for Reconstruction and Development was established the same year as Russia’s
contemporary banking system. It was founded on
the 28th of September, 1990.
In 2000, the Bank was the first commercial
finance and credit organization to become a
member of the international payment systems
of MasterCard International and VISA International, which assigned it the status of Affiliate
and Participant respectively. In 2006, VISA International’s Board of Directors raised the bank’s
status to Principal.
In 2003, the bank opened the first Investment
Hall in Ekaterinburg. This is a special office for

individuals and organizations to work with the
stock market. In 2007, the UBRD opened the first
Investment Centre.
In 2004-2005, the UBRD merged with Sverdlsotsbank creating a unique alliance in the Ural
region.
In 2004, the UBRD was one of the first banks
to start implementing the system SAP for Banking, developed by the leader in the field of systems for business management.
In October 2006, the bank joined Association
of Russian Banks.
Today the bank has two B level long-term credit ratings with leading rating agencies:

International rating agency Standard and
Poor’s (S&P) increased the UBRD’s credit rating
from CCC+ to B-. The short-term rating, however,
remained at C level. The rating prognosis is Stable.
S&P also increased the bank’s rating on its national scale from level ruBBB up to ruBB.
At the beginning of 2007, the international
rating agency Moody`s Investors Service assigned
the UBRD a long-term B3 rating, a short-term NotPrime rating for deposits in Russian rubles and
foreign currency and an E+ rating for financial
stability. The rating prognosis is Stable. Moody`s
Interfax Rating Agency assigned the bank a longterm Baa2.ru rating on its national scale.
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reached 30%, with now over 20 firms
operating in the market
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Business Support Services
Anna Balashova, Analyst, Economics Division, MARCHMONT Capital Partners

Consulting Sector Market

While enjoying stable development, Russia’s consulting services market is far from running
at full capacity. This is principally due to the lack of customer trust but this is expected
to change as more and more professionals, establishing their reputations by introducing
sound practices, enter the market.
Russia’s consulting service market, currently worth close to 82 billion rubles,
grows ever like its western counterparts.
It is dominated by strategic, financial and
IT consulting services, while demand for
legal services is also increasing. Other
services, such as taxation consulting, are
no longer in high demand as most major
businesses nowadays employ their own
trained specialists in this field and thus
deal with such issues in-house. Growth in
the market is mainly pushed by its younger, emerging sectors; strategic consulting,
for example, is increasingly sought after
by industries characterized by complex
organizational structures, such as power
generation.

Promising market segments
In Ekaterinburg the most promising segment among consulting services is IT consulting and auditing and financial consulting, the latter growing 29% in the region’s
economy in 2006. This has largely come
about thanks to the increasing realization
among firms for the need to adopt formal
and optimal structures; small- and medium-sized businesses need these to make
them competitive and lay the foundations

for expansion, while larger firms look to
formalize and bring order to their often
complex departmental and divisional
structures. Another factor in the market’s
growth is constantly changing tax legislation which is becoming more strict and
detailed.
IT consulting saw even higher growth in
2006 – around 30%, with over 20 specific IT
consultancy firms active in the region. The
largest among them include AB Consult,
Alfa-Inform, ASP, Prime1С, Columbus IT
and CIFT. They and other firms have seen
the market grow largely due to the fact that
IT consultants not only offer consulting
services but also build the software themselves, making them a “one-stop shop” for
IT. However, based solely on expenditure
on consulting services and leaving aside
software development services the market
has slowed, as an increasing number of
firms turn away from IT and tire of endless
software installations.

Capacity of the region’s
consulting market
The present situation in the consulting
market is well indicated by looking at
its current worth. Management consult-

ing (strategic, HR, marketing and financial consulting) is close to 240 million rubles, while adding IT consulting into the
mix sees the market size rise to approximately 600 million rubles. The regional
market size with the exception of IT and
management consulting is 1.1 billion rubles whereas the capacity of the IT and
management consulting market exceeds
1.4 billion rubles. It’s worth mentioning
that the consulting services market is undergoing stable development: the annual surplus is around 30%. Approximately
40% of the market is occupied by IT consulting (automation of business processes, implementation of SRM solutions),
the remaining 60% is equally shared by
management consulting (strategic planning, venture management, design management, quality management systems),
accounting consulting and legal consulting (audit).

Growth potential
The consulting services market is complex,
compounded by the fact that its various
segments are all at various stages of maturity. For every rapidly developing consulting firm, working in the economy’s most

Customer Base of Ekaterinburg’s Largest Consulting Companies
in Terms of the Mumber of Employees, %
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Consulting

Customer base of Ekaterinburg’s largest consulting companies
broken down by economic sectors, %
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dynamic sectors such as trade and services
and using modern methods and technology, there is a consulting firm which employs
dated methods and technology and whose
performance is low. It is in these dynamic
economic sectors that consulting is developing most rapidly.
Consultancy services relating to firms
strongly connected with the global markets is also represented in the region, but
for now only minimally. This is expected to
rise, however, as Russia gets ready to join
the WTO and becomes more plugged into
the global economy.

Pricing policy
A few years ago the system of price policy in the consulting services market varied considerably depending on different
regional markets. The cost of services provided by Ural and Moscow consulting and
audit companies differed tenfold. Today
this difference is just 75%. The narrowing
of this gap is majorly down to the general
increase in salaries, with salaries in the regions salaries growing faster than those in
the capital. This trend is mostly noticeable
in the IT sphere the sector suffers from an
acute labor deficit.
It’s worth noting that in terms of the
number of consulting firms and their aggregated profit Ekaterinburg ranks among
Russia’s five leaders in this sector. Today the
Sverdlovsk market offers a wide choice of
services in such spheres as finance management, legal support, training, marketing,
PR and advertising, audit, accounting and
many others.

SWOT
Strengths
Local consulting companies maintain solid positions in Ekaterinburg’s market of consulting services

55

55

Weaknesses
The arrival of large consulting companies from other cities, including Moscow, leads to a general reduction in the number of local consulting firms
as well as to numerous cases of merging

55

The annual turnover of a large Ural-based consulting company exceeds
30 million rubles whereas medium-sized companies make 10-20 million
rubles in annual profits

Threats
In the IT market there is an acute deficit of labor
55 Some customers of consulting companies are not ready to pay the market
cost of professional services provided by consultants
55

Opportunities
There is an increasing demand for consulting services on the part of small
and medium businesses

55
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Business Support Services
Ekaterinburg’s Consulting Companies
Name

Website

Activity

Management consulting
Aktivniye Formi (Active Forms)

www.acfor.ru

Consulting services related to effective management and
business’ development: strategic management, project management, structural changes, marketing and sales, logistics,
production management, economy and finance management,
IT systems of business management and HR management

Aprait

www.aprait.ru

Strategic planning and management, design management,
HR management, corporate training

Business Master

www.bizmast.ru

Legal and consulting services

Business Tekhnologee (Business Technology)

www.bt-ural.ru

Consulting services, recruiting and training

Business Arkhitektura (Business Architecture)

www.b-arch.ru

Comprehensive services related to implementation of
management system. Developing the company’s strategy,
its structure and business processes. Developing systems
of marketing, sales, planning and managerial accounting.
Feasibility studying of investment projects.

KBE – Kadrovy Bank Ekaterinburga
(Ekaterinburg’s Personnel Bank)

www.personal-kbe.ru

Consulting, recruiting and training

Management Upgrade

www.manup.ru

Auditing, consulting and legal services

Profis Group

www.profis-group.ru

Projects related to building management systems at power
generating and supplying enterprises.

Systemi Kachestva (Quality Systems)

www.qm-s.com

Preparation for certification under ISO 9001, ISO 14001,
ISO/TS 16949, ISO 22000 (HACCP), OHSAS 18001 and
ISO/TS 29001 standards. Implementation of the world’s
leading management systems, including Balanced Scorecard
(BSC), Six Sigma and Lean Production. Development and
implementation of management system document support
using the Lotus Notes Domino messaging software. Practical implementation of the Theory of Constraints and the SAP
Business One enterprise resource planning software (barcoding and radio-frequency identification (RFID))

Trayektoriya Rosta (Growth Path)

www.traectoria.ru

Implementation of the quality management system, project
management, integrated management system, information
security management system

Ural Interregional Certificate Center

www.uicc.ru

Consulting and legal services

Finex

www.finexcons.ru

Management system diagnostic. Strategic planning and
strategy implementation. Modeling and optimization of
business processes. Creation of management quality system
under ISO 9001:2000 standards. Implementation of the
electronic document management system DIRECTUM. Supply
of licensed Microsoft software products

Taxation and accounting consulting, audit
ABC Consulting

www.abck.ru

Business training

Ekateringburg Audit Center

www.usac.ru

Audit of banks and businesses

Capital

www.ag-capital.ru

Taxation and management consulting, audit, IT, accounting
and legal services

Nalogi E Finansovoye Pravo (Taxes and
Financial Law)

www.cnfp.ru

Audit, consulting and information services related to taxation, currency, financial and economic legislation

Nalogi Rossii (Taxes of Russia)

www.anr.ru

Audit, accounting and management consulting, business
planning, assessment, legal and taxation-related services
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Corporate Governance
Radik Akhmetshin,
Director of Elite Club of Corporate Conduct

New Quality of Business
Nowadays, more and more Urals companies are building their businesses on principles of
openness, transparency and cooperation with and membership of associations and other industry
bodies such as ours.
The Elite Club of Corporate Behavior was
founded on the initiative of a number of
Ural companies on December 18, 2001.
Our membership includes major firms including UGMK-Holding, Pipe Metallurgy Company, Uralsevergaz Independent
Gas Company, Uralsvyazinform, Promelectronika, Investment Manufacturing
Company Mehtrans, Oboronsnabsbyt and
Eurogreen-Holding. The General Direc-

tor of UGMK was elected as Chairman of
the Elite Club.
In April 2002 the Russian government
approved a code of conduct developed
and proposed by the Federal Commission
for the Securities Market of Russia, the
implementation and promotion of which
forms the main task of the Elite Club of
Corporate Conduct. Taking the concept
further, a number of our member compa-

Radik AKHMETSHIN,
Director of Elite Club of Corporate Conduct
A graduate of the Sverdlovsk Law Institute, Mr Akhmetshin worked in the Sverdlovsk regional authorities before later becoming Director of the Urals branch of NAUFOR (Russian National Association of Securities Market Pariticipants). Now Director of the Elite Club of Corporate Conduct, he
is also Executive Director of Non-Profit Partnership of Professional Participants of the Urals Stock
Market and a member of the Expert Council of the Urals regional branch of Federal Services of Russian Financial Markets.

Name

Website

nies such as Uralsvyazinform, Mehtrans
and Oboronsnabsbyt have already developed their own corporate codes of conduct
and approved and put them in place at
board level. The next step is to reform the
companies’ senior management structures
and improve the way companies disclose
information. Our group organizes and
runs special seminars on these and other
issues, along with forums, conferences
and round-table discussions.
Our group was the first in Russia to publish a corporate code of conduct and later
developed and published a series of recommendations on the subject, named Methodological Recommendations on Preparing
and Adopting Code of Corporate Conduct
for SMB. We have also published a book,
Corporate Culture and Business Ethics.

Activity

Orgpromaudit

www.audit.ural.ru

Audit, consulting and assessing services

Ural-Germes

www.uralgermes.ru

PR, audit, consulting, accounting and marketing services,
financial leasing

LEV & LEV AUDIT

www.lev-group.ru

Audit, finance management, taxation and accounting consulting
IT consulting

AB Consult

www.abk-sap.ru

Consulting

ASP

www.asp.ru

Consulting, expert and analytical services

Galaktika-Ural

www.galaktika.ru

IТ consulting, management automation projects

Microtest

www.training.microtest.ru

IT consulting, engineering, production process organization,
training

NAUMEN

www.naumen.ru

Software development, consulting, selling licenses

Parus (Sail)

www.parus.ru

Development and support of automated information systems
for state establishments, large private companies, small and
medium businesses

CIFT

www.cift.ru

Management and financial consulting, development and integration of information systems, development and automation
of IT management processes, selling licensed software,
training and certification of specialists
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Business Support Services
Galina Falko, Director of the Regional Center of Expertise

Russian Companies Feel the Need
for Independent Valuations
The Russian government is undoubtedly doing its best to ensure its economy
operates in accordance with market laws. Therefore, the country’s entry
into the WTO and the increasing flow of investment from abroad will lead to
stronger demand in valuations services.
The Regional Center of Expertise was
founded in 1997, a time when the Russian
government was facing the need to reassess
the market value of enterprises in order
that each one be allocated the correct tax
band. This was part of an attempt to rectify
the deficit in tax payments received by the
authorities during this time. Then, a business either paid tax according to its market
value (as determined by a valuation expert)
or, if a business was unwilling to pay for
such an assessment, according to the prominence of its geographic position. It was in
response to the subsequent demand for due
delligence valuations services that many
professional companies, including the Regional Center of Expertise, were born in the
second half of the 1990s.
Our company has been successfully
operating in the regional market for ten
years now, and today we are one of the
Ural Federal District’s leading valuation
companies. We specialize in providing asset
assessments, used by companies in drawing
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up reports which need to conform to IAS
and US GAAP standards.
Today the competition in this market
segment is intense. This is undeniably a
positive thing but at the same time has
unfortunately led to dumping, whereby
some firms lower their prices - and, inevitably, the quality of the services they offer
– to compete, a trend which can negatively
impact Russia’s valuation market at large.
With this in mind, the Regional Center of
Expertise is characterized by high quality of
services and a competitive edge that allows
us to maintain our leading position in the
regional market.
Nowadays we are mostly occupied not
with asset reassessment but with valuation
of property market values. This shift in
focus is indicative of the constant development of our company which began immediately after its founding, such that today
we offer valuation assessments on a wide
range of assets including operating companies, securities, intellectual property, real

estate, equipment and machinery, vehicles
and many other forms of assets. Aside from
asset valuation we also offer financial planning, for example by advising clients on tax
planning issues or on drawing up business
plans, and provide technical building evaluations.
Our company’s slogan is “Our Standard Is Quality and Professionalism”. Its
thanks to our adherence to this principle
that we number among our clients a range
of well-known private and state names
including Russian Railways, Koltsovo
Airport, SUAL-Holding, RENOVA Group,
Rosimushestvo and Uralwagonzavod. We
enjoy well established, long-term partnerships with the likes of Russkaya Mednaya
Kompaniya (Russian Copper Company),
the property department of the Tyumen
region, the property managing agency of
the Republic of Komi and many others.
The diversity of our client base means we
have worked with companies representing
just about every sector of the economy,
from power generation to food, for whom
we have valued assets across Russia in 12
different regions of the country.
The extent and quality of our work is
evidenced by our participation in a number of ratings polls. One such poll, carried
out in 2005 by ratings agency Expert RA,
placed us among the 50 largest assessment
companies in Russia.

Express Delivery
Harro van Graafeiland, Country General Manager TNT Express Russia

Russia's Express Delivery Market is on its Way to being
Formed (though it might not be there by 9am tomorrow)
Russia’s express delivery market has been growing at an estimated annual rate of 30-40%.
According to TNT experts demand has substantially increased for domestic and international highquality express delivery services. Different services grow at between 20–60% annually.
Russia's express delivery market is very
promising and is in fact developing at and
extrodinary pace. We also see good prospects for ourselves as we have positioned
ourselves as specialists in delivering parcels
and cargo. Most promising for us is the B2B
sector, which we consider the most rapidly
developing segment of express delivery.
We see great potential for TNT Express
growth in regional and domestic express delivery markets. In recent years regional business has been developing rapidly. The need
for high-quality and varied express delivery
services is growing accordingly. This year
we will begin large-scale expansion of the
TNT Express services into the regions. Our
intention is to be a firm leader in regional
express delivery markets, and TNT Express
has every chance of achieving this.
When a market grows, the services themselves develop - and not only in Russia but
all over the world. With growing emphasis
on delivery speed, we're happy to say we
were pioneers in the Russian urgent delivery market with our 9:00 Express Service.
We are the only company offering this service in Russia and now we offer same-day
delivery also. This is not a standard service
but is being offered on demand, and shows
the express delivery market in Russia is, like
in other emerging economies, blooming.
The services most in demand in Russia
in the near future will depend on which

industries develop most effectively, such
as machine building and electronics. We
deliver components and to service centers
of major worldwide electronics, hi-tech and
automotive firms in Russia and Kazakhstan. In Russia, pharmaceuticals has high
potential, a business we have long been in
as we deliver clinical samples to developers
and manufacturers within 24 hours. The
aircraft industry looks promising, too. We
work with and deliver aircraft components
to famous Russian aircraft builder Irkut.
Russian industry is developing, diversifying
and is becoming more active abroad. The
more unique export-oriented industries
will lead to demand for express freight
and parcel delivery services to and from
abroad.
In essence, the Russian market is like Europe's. But it has a number of characteristics.
First among them: the size of the country
and its rapid market growth; indeed, TNT
has been growing more than 30% annually
since 2000. Secondly its Russia's small export market for freight services, due to the
nature of the Russian economy but which
may change over time. Thirdly: customs,
which is crucial to any transport or logistics
firm in Russia but which has a bad reputation. They deserve credit for the developments they are making in this regard, and
we have to understand the task they face.
Considerable amount of the state’s revenue

TNT Express Russia’s Plans
for Future Business Development
55
55
55

55

55

Launch direct connections between TNT’s own regional centers and its international air network
	Increasing direct air connections between Moscow and regional cities to cut transit times
	Opening of five new TNT regional centers (to add to the nine existing in Moscow, St.Petersburg,
Kaliningrad, Yekaterinburg, Vladivostok, Samara, Nizhny Novgorod, Novosibirsk, Irkutsk) and 10
regional offices in large Russian cities.
Further improvements to quality of service: focus on security, shorter transit times within Russia,
developing new standards and special services, implementing up-to-date cutting-edge software
for customers, raising personnel education and training standards.
Possessing all necessary resources to provide European-standard express delivery service
in the regions; TNT seriously intends to be the leading express-delivery service in the regions.
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comes from import taxes, and, therefore, an
enormous control mechanism is needed to
ensure these are correctly paid.
In much of Europe express delivery services use approved and simplified customs
clearance technology, and TNT operates
this way in Russia too.
Russian customs legislation and the
normative official documents are basically focused on controlling movement of
large commodity volumes. In most cases
customs laws here do not waiver certain
normal requirements and restrictions for
goods transported as individual items and
samples, even though they are not intended
for commercial release. But I would emphasize that Russia's new customs code is more
liberal and has led to real changes in the
express delivery market. The code contains
many norms of direct action and it contains
detailed descriptions of the procedures of
interaction between customs bodies and
participants of international economic
relations. As a result, customs registration
now takes only about three, not 10, days.
For TNT it is generally even quicker, so for
many clients we can organize same-day or
next day clearance. That express delivery
goods are now treated as high priority for
customs clearance has undoubtedly led to
improvements in the quality of service we
offer.

Harro van GRAAFEILAND,
Country General Manager TNT Express
Russia
Mr Graafeiland received his Bachelor Degree
in trading at the Breda Institute of Higher Economics in the Netherlands. In 2004 he finished
business school at the UK’s University of Warwick. Between 1995 and 1997 he was CIS
General Director at Independent Distributors
(ID), after which he was Development Director of TNT Express in Russia between 1997
and 1999. In 1999 he became General Director
of TNT Express Latvia and Lithuania before being appointed General Director of TNT Express
Russia in 2001.
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Business Support Services
Elema Artukh,
Co-founder, Lev&Lev-Audit, General Director, Lev legal firm

Lev is Strong by its Legacy
The Lev&Lev-Audit group of companies was founded in 1991 and, like Russian entrepreneurship
in general, formed from then onward. Today it is fully formed and a Ural leader in audit and
consulting services.
The mission of our company is to provide
our customers with professional level legal, accounting, auditing , real estate and
other services. This broad array of services makes Lev&Lev-Audit a universal consultant, geared towards satisfying the interests
of both legal entities and individuals.
The current climate of intellectual services has shown our business strategy to
be very effective. Our company’s versatility is also antidote to common, every-day
challenges, but it also allows us to ably
safeguard our clients’ interests, from legal
support for businesses to implementing effective financial tools. We number among
our clients businesses of all sizes and individuals too. We are also experienced in
offering legal support to foreign firms operating in the Ural region, such as US-based
EnerPlay, NIVAL Worldwide (Netherlands),
Pavia and Ansaldo (Italy), Tussen-Krup
Elevator (Germany), The Association of
Production Technology (UK) and Sk tuote
oy (Finland).
Since the time we started our company
we have sought out and taken on the best
specialists in a wide range of professional
spheres, including economic and contracting law, court jurisdiction and variation
therein, real estate law, corporate law,
bankruptcy procedures, state registration
of new businesses, auditing and assessment. It is this combination of experience
and specialists that allows us to guarantee
our customers high quality services. Our
company does not simply satisfy our clients’
needs but also forms a general culture of
business running. The basis of this approach lies not only in the company’s many
years of business experience and in its understanding of current and future needs of
its customers, but also in its readiness to

develop and integrate legal issue solving
technology.
In order to develop and implement a
legal basis for business operations our
company has entered into Open General
Agreement with the Sverdlovsk regional
division of the national non-profit organization, OPORA Rossii. The group is geared
towards assisting small businesses in legal
support via free consulting seminars and
closely analyzing typical legal problems
among small businesses.
Our company is constantly developing
and offering to its clients new products
which it is able to provide thanks to its flexible reaction to market needs. For example,
we offer comprehensive analyses of businesses for investors looking to buy them,
invest in them or from which participants
wish to leave and ascertain the share of it
to which they are entitled. As part of these
analyses we undertake legal, economic
and auditing work, a combination which
is not widely offered. Our lawyers assess
the validity and detail of incorporation
documents, changes in ownership, legal
property, business liability registration,
while our auditors for their part assess
authenticity of accounting and tax reports
and our appraisers evaluated asset values.
Following this, legal support, for whatever
reason the analysis stage was instigated, in
the form of negotiations and the preparation and registration of documents.
Apart from its professional and social
activity Lev&Lev-Audit often organizes
and participates in a number of cultural
projects in collaboration with museums,
galleries and artists. One prominent project
included the publication of a book called
Music Frozen in Metal, about the research
and works of Ms Peshkova and Ms Sedova

Lev&Lev-Audit group of companies is a member of various self-regulating professional unions, including the Russian Collective of Attorneys non-commercial
partnership, the Ural Chamber of Real Estate, the Russian Guild of Real Estate
Agents and the Ural Legal Chamber non-profit partnership. We are also part of
the Russian regional branch of international auditors BKR-Intercom-Audit. Photo:
Anna Dubrovina, Managing Principal of the LEV-AUDIT audit firm.
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into the Urals’ ancient artistic handicraft of
Kaslinsky iron casting.
We are grateful to our clients and partners who support and share our principles
of building business. We wish them success
and well-being.
According to rating results published by ratings agencies Expert RA, Unipravex and Expert
Ural for the period 2003-2006, Lev&Lev-Audit
was classed among Russia’s largest auditing
and consulting companies.
Our company was recognized as a winner
in the “City Quality Brand to Goods and Services Produced by Small Businesses” contest,
organized by the Committee for Industry, Science, Communication and IT of the Ekaterinburg
authorities.
We have a certificate of the non-profit organization Professionals from Russia’s Regions,
recognizing us as a leader in providing audit
and consulting services in the Ural Federal District.
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Business Support Services
Analysis: Alexandra Starikova

Recruiting

Ekaterinburg labor market is home to professional recruiting agencies.
Apart from staff recruitment a company’s personnel assessment is becoming popular too.
The Ekaterinburg recruitment market is
fairly broad. It includes both large national companies and local ones. These
companies provide their customers with
a full range of services covering the
professional search for, selection, and
assessment of top and medium level
managers. Generally, Ekaterinburg re-

cruitment agencies offer the following
services:
55 search for and selection of top and medium level managers;
55 HR consulting;
55 wage market monitoring;
55 organization of training programs and
seminars;

temping and outsourcing.
Many agencies also offer consulting
services and trainings. Additionally, Ekaterinburg has several internet agencies and
publications engaged in searching for and
selecting personnel.
55

Ekaterinburg Recruiting Agencies
Company Name

Website

ANCOR - Ekaterinburg

www.ancor.ru

APRAIT

aprait.ru

AQUA
Axioma
Business Technologies - Ekaterinburg
Career
Career-Union
Den Caryery (Career Day)

www.a-q-u-a.ru
axioma-ekb.ru
www.bt-ural.ru

EFIMOV & Partners

www.efimov-partners.ru

FLIT
Human-Resource Ekaterinburg
Kadroviye Tekhnologyi
Kadrovy Potentsial
KBE
Logika Businessa (Business Logic)

www.flit66.ru
www.human-resource.ru
kt-ekt.ru
www.kpotencial.ru
www.personal-kbe.ru
www.lb-ural.ru

Ludi Dela (People of Business)
Magnat Deluk
Metropolis

ldelo.ru
www.magnat-deluk.ru
metropolis.ur.ru

Personnel Park

www.personal-park.ru

Regina Profi

rprofi.ur.ru

Staff-pro
STOP Kadr
Ural Kadri
Uraltrud
Vega

www.staffpro.ru
www.stop-kadr.net
profi.ural.ru
utrud.ru
vega.ur.ru

VEP

vep.ru
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www.career.ur.ru
www.career.ural.ru
www.careerday.ru

Activity
Selection of specialists and top level managers. Provision of staff for long-term projects;
staff leasing; wages reviews
Selection of top level managers, supervisors and key specialists. Marketing reviews of
the labor market and regional wages average levels according to individual orders.
Recruiting qualified staff for housework
Staff recruitment. Consulting services regarding situation in the market
Selection and assessment of personnel; HR consulting
Selection of top level managers and specialists
Staff recruitment
Staff selection in the regions; vacancies; internship programs; part-time and full-day work
for students and young specialists of Russian and foreign companies.
Search for top level managers and unique specialists. Search for and selection of specialists
IT personnel
Search for and assessment and selection of personnel
Staff recruitment
Selection of qualified specialists
Staff recruitment; HR and company organization consulting; training and seminars
Business training solutions; preparation for ISO 9001: 2000 certification; solutions in
selection and assessment of personnel, companies’ work optimization; training
Staff recruitment; HR consulting and wages monitoring
Search for professionals in business and HR
Staff recruitment for Russian and foreign companies. Comprehensive personnel assessment
Career guidance; modern methods of assessment; personnel selection; training and
management of personnel; HR consulting
Selection and assessment of personnel pertaining to various professional groups for
privately-owned businesses.
Staff recruitment.
Selection of personnel and assistance in finding a job.
Staff recruitment.
Staff recruitment; corporate training
Selection of top and medium level managers. Provision of temporary personnel, selection
of specialists
Selection of personnel for banks

Executive Recruiting
Igor Khukhrev,
President of ANCOR holding

Demand from Industrial Sectors Stimulates
Changes in the Employment Market
Tangible growth in the personnel recruitment market began in 2002, when
companies began to actively use professional services. This was a result
of new economic growth and the restructuring of business
in the aftermath of the 1998 financial crisis. Many businessmen began
to see that qualified personnel play a decisive role in increasing
the competitiveness of their enterprises.
Over the last five years Ekaterinburg has
been developing in giant strides. Large enterprises, such as Uralmash, UGMK, Ural
Turbine Plant, Pnevmostroymashina and
AREVA, are modernizing their production facilities and improving infrastructure. The city’s investment attractiveness
is growing alongside industrial recovery
and Ekaterinburg is quickly becoming
one of Russia’s largest industrial and trade
centers and logistic hubs. Foreign producers continue to expand their operations in
the city as well.
As the economy of Ural Region continues
to grow, so does the recruitment market,
which has been showing an average growth
of 21% a year. Today the region is home to
more than 100 recruiting companies that
are working in conditions of ever-growing
demand for their services. For example,
at the end of the last year and beginning
of this year a great number of large retail
stores have been opened in the region,
instigating huge demand for low level positions with little qualification, such as cashiers, porters, warehousemen and drivers.
Retailers provided work to a large number
of the region’s unskilled workers.

Nonetheless, this year the overwhelming
majority of requests for personnel services
are coming from the industrial sector. In addition to demand for classic selection of permanent personnel, production companies
are driving demand for temporary staffing
and outsourcing. Thanks to these services
the largest manufacturers gain an opportunity to reduce their financial expenditures
on personnel administration and save time
and human resources thanks to a decrease
in document flow. By getting rid of some
of expenditures on personnel paperwork
and accounting, the enterprises receive an
opportunity to concentrate on their core
business. This situation makes services in
temporary staffing and outsourcing all the
more popular in the market.
Many companies’ approaches to working with recruiting agencies has changed
as well. Now there is no need to explain
what staffing services are all about and why
they cost as much as they do. Top managers
give more attention to calculating potential
losses in situations where a vacancy is kept
open for too long or the company has problems with document flow or the level of
specialists’ benefits does not correspond to

ANCOR holding is one of the Russia’s largest recruiting companies operating in the field of recruitment and HR consulting since 1990. Today ANCOR renders a wide range of staffing services,
such as personnel search and selection, express recruitment, outsourcing, temporary staffing, staff
leasing, large-scale projects, payroll, salary & benefit surveys, personnel testing, assessment and
audit, staffing services to companies in the oil and gas industry and staffing services to companies
in hotel industry. At the present time the holding’s regional network is made up of 29 offices across
Russia, 3 offices in Ukraine and one office in Belarus.
ANCOR’s office in Ekaterinburg has been open since November 1994. At present time ANCOR is
one of Ekaterinburg’s leading recruiting companies. It provides the full spectrum of holding’s staffing services to clients in the Ural Region. The main principle that guides ANCOR’s specialists in their
work with clients is the provision of a maximum range of services, which supplement each other and
are logically connected. The synergy of all services increases market abilities and the efficiency of
ANCOR’s work.
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average market figures and people’s duties.
When local enterprises come to recruitment
agencies they no longer try to save every
dime, instead asking for a complex of staffing services. Often small and medium-sized
businesses also become clients of recruiting
agencies.
Organizations are also paying more
attention to their positioning and brand
– there is now an understanding that
investments in a company’s brand pay dividends. In addition to the company brand,
applicants also look for such factors as the
company’s stability, salary amount and
opportunities for career growth inside the
organization. HR-consulting and analytical
reviews prepared by recruiting agencies are
also very popular. The role of salary and
compensation reviews have considerably
grown in situations where top managers
and HR specialists find themselves facing
a lack of professional candidates.
Many of Ekaterinburg’s top managers
have already come to understand that the
right system for motivating specialists and
a good reputation help to increase their
companies’ competitiveness in the market.
Being professional providers of personnel
selection and evaluation services, recruitment companies play an important role in
building this system.
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The Urals Guards investment project envisages the construction
of 300,787 square meters of office and administrative premises
on Lenin Prospect, Ekaterinburg’s central street. The complex
will mark the start of the street, with people passing through its
grounds to access the street. It is planned to build two towers
that will symbolically resemble two giants guarding the city, the
entrance to the Urals and the border between Europe and Asia.

North Tower
(height: 174 meters, 41 floors)
This tower will be mainly for A-class office premises, complete
with a restaurant on the top floor that will offer picturesque, panoramic views over Ekaterinburg. The building is designed with the
aim of ensuring every single square meter is put to optimal use.
Each office will be able to accommodate up to 120-160 people,
depending on client preference and the office’s intended function.

South Tower
(height: 154 meters, 36 floors)

Project initiator and investor:
Urals Guards (Russia, Ekaterinburg)
Customer:
RDK Group (Russia, Ekaterinburg)
Chief designer:
Valode&Pistre (France, Paris)
Consultant:
Bouygues Batiment International (France, Paris)
Consultant:
Ohnium Technique International (France, Paris)

A third of the space inside the South Tower will be used for office
premises similar to those in the North Tower, while the rest of
the space will be for guest apartments and a sport and health
complex.

Consultant:
OPIM International (Switzerland)

Connecting Bridge

Agreement has been reached and a provisional contract signed
with Bouygues Batiment International to act as the general contractor. Under the project’s terms the buildings will be run by one
managing company, to be chosen from the leading companies
in this field.

The bridge is the architectural and functional connection between
the two towers. It will be a sizable gallery with natural light illuminating both floors leading to the two towers’ commercial
premises and restaurants.

Low-rise part – stylobate
The stylobate will house office premises, located around a large
open-air atrium at its center. There will be two floors for commercial facilities in the eastern part of the North Tower.
It is suggested that the project be implemented in two stages:
-	Building and putting into commission the North Tower (2nd
quarter, 2007 – 4th quarter, 2010)
-	Building and putting into commission the South Tower (2nd
quarter, 2008 – 2011).

Consultant:
Cushman&Wakefield (the USA, New York)

The total value of Urals Guards project is estimated at more than
$500m.
Construction work will be financed by the company’s equity
capital and by the Urals Guards closed-end real estate mutual
fund. The fund has issued shares totaling $50.5m and its assets
will be increased by means of additional share issues in 2008
and 2009.
The project’s investment and financial plans forecast a minimum
profitability level of 11% in foreign currency per annum (not
including capitalization).
Urals Guards,
Office 601, 15, Valek St., Ekaterinburg
Tel.: (343) 378-71-87, fax: (343) 378-71-88, www.stragi.ru

Construction
AND REAL ESTATE
55 In 2006 1.1 million square meters
of housing was built in the Sverdlovsk
region. In 2007 it is planned to build
1.25 million square meters, to rise to
2.5 million by 2010
55 Within the first 6 months of 2007
residential buildings totaling 400,000
square meters were put into service, 12%
more than in the same period of 2005.
55 In Ekaterinburg 1 square meter of
housing costs: elite class – 80,000 rubles
($3,125), business class – 55,000 rubles
($2,148), economy class – 45,000 rubles
($1,760)
55 Within 2006 10 new high-rise
administrative buildings with a total area
of 130,000 square meters were put into
service
55 Despite high demand there is a deficit
of high-class commercial real estate,
i.e. class B and above, of around
a million square meters

Commercial and Residential Real Estate
Marina Ushenkina, Director, Economics Division, MARCHMONT Capital Partners

Residential Real Estate

Today, the construction sector is one of the region’s most rapidly developing sectors. The level of commissioned
residential housing space continues to rise year-on-year; in 2006 1.1m square meters were commissioned, a figure
expected to rise 1.25m in 2007 then double within just three years thereafter to 2.5m by 2010.
All in all, Ekaterinburg-based building firms
billed out over a billion dollars of work
which they carried out (excluding subcontracted work) during the first half of 2006,
just over $649m of this was comisiond by
large- and medium-sized firms.
Currently more than 60 construction
companies are operational in Ekaterinburg, most of whom possess only one or
two land plots. A long-term solution to the
problem of people being unable to find
housing lies in implementing large-scale
development projects, but the majority of
developers lack the sufficient production

capacities and financing to undertake such
projects by themselves. They either require
increased support from the authorities –
who could assist by, for example, helping
new buildings get connected up to utilities
networks (gas, electricity etc) – or outside
investment from major companies. External investments have already kickstarted
several major projects, such as the ongoing
redevelopment of the city’s Akademichesky
district where construction company
RenovaStroyGroup, the main investor, has
been handed a 1,300 hectare land plot to
develop utility communications. Assuming

Construction Activity in the Region Between
January and July of 2006
In total, regional firms using their own resources undertook construction work between January and
July of 2006 worth just under 27.8 billion rubles. Of this amount medium- and large-sized companies
made a total of just under 16,9 billion rubles profit. Furthermore, regional companies undertook construction works via subcontractors worth in total just over 1.19 billion rubles.
Residential real estate activity between January and July of 2006. Regional construction firms,
using all financial sources, put into commission 375,980 square meters of residential real estate,
11.8% up on the same period in 2005. In 41 of the region’s towns and villages the level of residential real estate put into commission surpassed the level seen in 2005. 173,920 square meters, or
46.3% of all residential real estate put into commission during the period, was in the city center of
Ekaterinburg. Individual builders built 192,570 square meters, or 51.2% of all residential real estate
built during this period, 121% up on the same period in 2005.
Regional address investment program. The regional address investment program is a combined
effort on the part of the regional authorities and private equity holders to construct new buildings in
the Sverdlovsk region. In the non-budget part of the program its initiators and participants managed
to attract just under 452 million rubles in private investment for the period January – July 2006.
This sum constitutes 45.5% of the program’s annual activity. Most of this (31.2%) went towards
funding the construction of household and sewage facilities.

the project is successful a further 4.5 million square meters of residential housing
will then be built.

Construction
of Apartment Blocks
The cost per square meter in new apartment blocks largely depends on two factors: firstly, the proximity of the building to
the city center and, secondly, how early into
the construction process a customer pledges to buy – the earlier the cheaper. Provided
a developer begins promoting and selling
the apartments early on into the construction process – often through a particular estate agent - then by the time construction is
complete all apartments are usually spoken
for. If so, the only way to land one of the
new apartments after that is to go through
a market intermediate such as an agent.
Today’s high real estate prices are fueling the ever-growing demand for mortgage services. Due to mortgage pay-back

Every Forth Deal Involves
a Mortgage Loan
According to data from the Russian President’s Plenipotentiary in the Ural Federal District 39,411 mortgages worth a collective 30
billion rubles ($1.15bn) were lent in 2006 –
more than double the nearly 12.8 million rubles
($495m) initially expected by the Federal Ministry for Regional Development and a substantial jump from the 11.7 billion rubles ($450m)
lent in 2005.

Construction of Individual Housing
Experts point to a new market being born today, that of out-of-town real
estate. It has so far developed slowly due to the as-yet-undeveloped system
of financial support for construction of out-of-town developments. Now, assuming the supply of and demand for quality out-of-town housing materializes
as anticipated, the market is estimated to be fully formed within five years.
In Moscow and St Petersburg this is already the case, whilst in Ekaterinburg
the market is too young even to even speak about the number of current outof-town houses already built, let alone divide them into market segments or
subject them to other further economic analysis. Estate agents and buyers
alike are increasingly frustrated at the mass variation in house prices to be
found from one region to the next.
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As a rule, most cottages are purchased by the well-off as holiday homes
away from their usual city address – a trend well established among the
middle classes of many countries like the UK but which is still in an embryonic
stage in Russia. That said, over the last two or three years it is this market
that has been growing faster than just about any other.
The average elite cottage tends to be 200-300 square meters in area,
with prices in the region of five to six million rubles ($200,000 - $300,000).
Before long it is thought that more economy-style, 80-140 square meter
cottages will be built, expected to cost between two and three million rubles
($80,000 - $120,000).

Residential Real Estate

periods continuing to be extended, lending trends are currently characterized by a
decrease in the amount payable monthly.
Average interest rates for mortgages on
new accommodation fluctuates between
15% and 16%.
Just as hotels are classified according
to star rating, so new apartment blocks
under construction are classified as
economy, business or elite class according
to the building’s location and specifics (its
furnishings, utilities and general amenities
etc). Within the city’s market of new housing 51% are economy class, while 46% are
business class and just 3% are afforded elite
class. The average price per square meter in
economy accommodation is 45,000 rubles
($1,730), while the cost is 55,000 rubles
($2,100) and 80,000 rubles ($3,200) in
business and elite accommodation respectively, comparing to an average 40,000
rubles ($1,540) cost per square meter in
social housing (e.g. Soviet-era tower blocks
and former student dormitories).
Forecasting further price changes in
the housing market is generally difficult as
prices are influenced by the pricing policies
of the largest developers. That said, it’s safe
to suggest that there won’t be any slump in
demand for accommodation and that prices
will continue to climb, probably at a rate
of between 5% and 10% depending on a
building’s classification. In the long run,
however, factors such as increasing salaries, further investment into new housing,
the anticipated population growth and the

further emergence of mortgage lending,
should all signal future price rises. Currently, the government is acting on the housing
deficit of supply by, for example, proposing
that more panel houses be built – which are
cheaper and quicker to build and ultimately
more affordable – as opposed to the brick
and monolithic buildings more favored by
developers.
The regional government is also involved
in projects to develop city districts and build
economy class accommodation there.

The Second-hand Market
of Apartment Buildings
By May 2007 supply for new apartments
was twice higher than at the end of 2006.
This is largely due to many apartment owners, believing real estate prices to have
peaked, selling their apartments for double the price they could have sold for last
year. Indeed, the first quarter of 2007 saw
prices climb 10% higher than expected
and then jump a further 18% in May. Depending on the city district, prospective
apartment buyers can expect to pay between 54,200 and 80,300 rubles ($2,100
- $3,200) per square meter. On April 24th
2007 the average price hit a high of 67,055
rubles ($2,580), 5.6% up on the price witnessed at the end of 2006.
Looking at the current structure of the
market it becomes evident that, in particular, budget accommodation is particularly catered for, with over two thirds of the
apartments sold nowadays being bed-sits
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or two-room apartments. But while they
are the cheapest, they also work out more
expensive per square meter.
Within the near future prices are anticipated to remain largely unchanged rather
than climb or fall dramatically.

Leading Real Estate Agencies
55
55
55
55
55
55
55
55
55
55
55
55
55
55
55

Antey
BK Nedvizhimost
Centralnoye Kvartirnoye Byuro
Dial
LiKom
Metropolia
Nedvizhimost.RU
Novosyol
Obshestvo Malisheva 73
Prospect
RS Centr Nedvizhimosti MAN
Tytul
Ural-Estate
Vostochnoye
Yarmarka

Major Construction Companies
55
55
55
55
55

IteraInvestStroy
Kommers-ANT
Mayak Invest Group
Obshestvo Malisheva 73
Renova – Stroy Group
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Commercial and Residential Real Estate
SWOT
Strengths
The construction sector is growing at a high
rate.
55 The region is currently witnessing a construction boom, which means more buildings in a
shorter time
55 While prices for newly-built residential real
estate are rapidly rising they are still below
Moscow levels
55 The market is wide ranging, from economyclass to premium-class apartments.

55

55

Weaknesses
Ekaterinburg is seeing pin point, selective development, rather than whole residential areas
being built, and suffers from inadequate infrastructure. Ideal would be for the construction
of whole residential quarters, complete with
trading and entertainment malls, schools, clinics and underground parking facilities.

55

Investors may struggle to find suitable land
lots in the city center, where local real estate
agents say that there is an acute deficit of
100-200 square meter offices. Ekaterinburg
currently has only one A-class office complex,
namely its WTC (world trade center).

Opportunities
There are opportunities for real competition.
If building companies from other regions have
access to the local market the supply and price
of residential real estate will become much
more favorable to consumers.
55 At present demand for residential real estate
continuous to outstrip supply.
55 There is an obvious deficit of residential accommodation, a situation which invites an increase in the number of construction projects
commissioned and an increase in the market
activity of construction firms.
55

Threats
Competition is hindered by the difficulties
faced by construction firms from other regions entering the local market. This is in
part due to administrative barriers emanating from the protectionist stance taken by
the local authorities taken to protect local
firms.
55 Potential of excess involvement of regional regional authorities in the workings and
processes of construction firms and their
projects.
55 Investors could potentially meet difficulties if
they fail to establish good relations early on
with the local authorities at various levels and
meet with officials to discuss plans.
55

Largest Building Companies of the Sverdlovsk Region
Company

Website

Activities

ASCOM

www.ascomgroup.ru

Designing and building apartment blocks and
administrative buildings

Atomstroycomplex

www.atomsk.ru

Building apartment buildings

Best-S

www.best-trade.ru

Building multistory buildings, cottages, workshops
and administrative buildings

Dom-5

www.dom-5.sky.ru

Building and renovation, installing heating and
water supply systems

Ekaterinburgskaya Stroitelnaya Kompaniya (Building Company)

www.uralremstroy.ru

Building apartment blocks and industrial development

Eurostroy-3000

www.euro3000.ru

Building houses and cottages

Garant

www.garant-dom.ru

Building cottages

Grand-Stroy

–

General building

OK.Line

–

Building cottages

Vector

www.blizko.ru/firms/23320

Industrial development

Vicor LTD

www.vicor.ur.ru

Building multistory apartment blocks and administrative buildings

Elmashstroy

www.elmashstroy.ru

General building

Gilstroyproekt-1

www.gilstroyproekt-1.ru

Building apartment blocks and industrial and community buildings

Investgilstroy

www.ingstroy.ru

Investment projects in residential and non-residential real estate market, estate agency services

InvestGrazhdanStroy

–

Building cottages and individual houses

Kompleksstroyinvest

www.stroyural.ru/firms/zao_kompleksstroyinvest

Building apartment blocks and industrial development
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Construction Companies
Company

Website

Activities

Leader

www.ekaterininsky.ru

Building and managing real estate (shopping malls,
commercial real estate)

Legion

–

Building apartment blocks and administrative
buildings

Megapolis

www.uralstroyinfo.ru/?id=44&firm=83782

Designing and building apartment blocks and
administrative buildings

Metalline

www.metalline.ru

Building apartment blocks and administrative
buildings

Meteorit

www.meteorit.ru

Building apartment blocks and administrative
buildings

Mike

www.mike-firm.narod.ru

Selling building and renovating materials, renovation work, selling work uniforms

Monolitniye Technologiyi

www.uralremstroy.ru/firm_details.php?firm_
id=3020

General building

Nash Dom

www.upn.ru/ndom

Building panel and brick houses

Nova-Group

www.nova-group.ru

Road construction

Novy Grad

www.newgrad.ru

General building

PP Ekaterinburg Krov

www.ekrov.ru

Building cottages

Regionstroy-Ural

www.regstroy-ural.ru

Building administrative and industrial buildings

Remtek

www.remtek.uralfirm.ru

General building

Rubezh

www.nd66.ru/companies/23593

General building

Russkaya Stroitelnaya Kompaniya (Russian Building Company)

www.rbc-home.ru

Building houses

Russky Dom (Russian House)

www.russkydom.ru

Building cottages

SinaraInvestStroy

–

Designing and building apartment blocks and
industrial buildings

SMU-77

www.smu77.ru

Building apartment blocks

Sreduralstroy

–

Building apartment blocks and industrial buildings

Stin-West

www.ctinn.boxmail.biz

Building premium-class accommodation

Sverdlovskgrazhdanstroy

www.regprom.ru/e8392.html

Building apartment blocks

TGMS

www.dkvartal.ru/companies/17102

Building apartment blocks and office buildings

Upravlayushaya Kompaniya Stroitelnogo Holdinga

www.uksh.ru

Building houses, installing engineering infrastructure, land renovation

Uralstroy-1

www.us-1.sky.ru

General building

Uralvek

www.uralvek.ru

Building and rennovating apartment blocks and
industrial buildings

URAN

www.urancompany.ru

Building apartment blocks, administrative buildings
and shopping malls

Yarstroy

www.uralremstroy.ru/firm_details.php?firm_
id=6217

Renovation and building work

Zodchestvo

–

Construction projects built to order
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Market Pricing Trends
Markus Thuler,
Chief Executive Officer Swiss Homes

Regional Residential Property Poised to Rise Further
2006 has seen an unprecedented rise in regional residential property prices. The markets have benefited
from strong economic growth, increased purchase power and an impressive influx of foreign cash.
Average per-square-meter prices of existing residential properties in Eekaterinburg
have risen over 100% to 64,200 rubles.
While property prices have slowed down
their progress this year, they seem to be
taking a pause, it is time to step back and
look at the fundamental parameters and
drivers of real estate performance.
Residential property prices are one
of the most talked about topics at dinner
parties. With everybody an expert there
are as many opinions as there are people
participating in the discussions. Truth is
that, in response to insufficient supply, the
increase in regional residential property
prices in 2006 has beaten even the most aggressive forecast. Strong economic growth
has reached the regions and increased the
living standards of many Russians who now
aspire to improve their living conditions by
buying new apartments or renovating existing housing stock.
Average residential property prices in
Russia have multiplied by four over the past
five years. These fast increasing property
prices are a curse for aspiring first time
buyers. Taking advantage of the temporary
cooling of the market, probably entering
a short period of stagnation, the newly

emerged middle class will continue to buy
property in big numbers. The current price
levels have also lead to a change in mentality as more and more people switch from
(too expensive) down-town apartments to
out-of-town individual homes. The future
of housing construction may well be in developing urban areas and this move might
be well supported by the government planning to spend $45bn in building or improving public sector infrastructure.
In general, property markets strengthen
in pre-election periods due to the uncertain
post election outlook. Despite the ratio of
house prices to average income being at a
historical high property remains the most
attractive asset for investment. Future
income growth, falling interest rates and
the increase in access to credit financing will further stimulate residential real
estate appreciation. Russian house prices
have not yet detached from the underlying fundamentals and the sum of factors
supporting further strengthening of the
residential property markets prevail. Thus
we think that we have not yet seen the peak
in property prices.

Future Development of the Construction Sector
It is believed that development in the construction sector should progress
in line with the main development trends currently being seen in the social
and economic spheres of the region. The main aims of the sector’s further
development include:
55 determining a new list of characteristics to be expected of building materials to ascertain that they conform to world standards in terms of
quality, ethics and pricing (since these materials are meant for social real
estate construction projects);
55 implementation of social urban development programs, building affordable
accommodation and socially important buildings and infrastructural facilities (schools, nurseries, sewage systems, etc.);
55 r enovation of existing enterprises and building new production facilities.
With these aims and tasks in mind, the following have been identified as the
highest priority areas on which to focus attention and resources:
55 optimizing use of local natural resources to produce building materials;
55 increased use of the sector’s existing production facilities and capacities
55 technical upgrading of dated or worn-out machinery.
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initiating of production of new efficient thermal insulating materials, new
facing materials and high quality polymeric materials and building mixtures;
55 integrating of new technology for the production of high quality glass with
enhanced thermal properties;
55 integrating modern energy-saving engineering equipment;
55 increasing production of walling materials;
55 commercializing large-panel apartment blocks;
55 organizing production of ready-built houses;
55 organizing construction of monolith apartment blocks;
55 building apartment blocks with otimal lay-out for higher earning residents;
55 developing engineering infrastructure and communications on future construction sites, to be paid for by the companies that plan to use them
after construction.
Investment into machinery assets is to grow at a rate of not less than 6-7%
per annum in the short-term period and 10-15% in the long-term period up
to 2010, with annual growth thereafter to be 6-8%.
55
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Commercial and Residential Real Estate
Yury Chumerin,
Executive Director of the Building Enterprises Union for the Sverdlovsk Region, Honorary Builder of Russia.

Construction in Sverdlovsk: a Sector on the Rise
The Sverdlovsk region is Russia’s third most important region in terms of industrial capacity. This
means that investors are very likely to find a niche both for their business and investment – and this
is especially true in the construction sector.
The region is home to a sizable and rapidlygrowing building materials market. Up until six or seven years ago we used to export
from our region up to 60% of our construction products. Since that time this sector’s
entrepreneurs have been investing into the
technical upgrading of their businesses,
with ten billion rubles so far injected and
a further 15 billion expected by 2010. That
said, it remains evident that the regional
market has yet to reach its full potential;
we face the likely prospect of a building
materials deficit in the market in the next
three to four years. The Sverdlovsk region’s
construction sector has always supplied its
products to other regions of the Ural Federal District but this will not continue to be
the case unless investment into the further
development of this sector materializes.
News of a range of proposed $10m-$250m
investment projects has therefore been received with enthusiasm, by a sector keen to
point out that its potential investors can expect investment returns as high as 300%.
Currently the region imports much of
its sheet glass from China, and within the
next two years imports of Chinese cement
are expected to commence. But there is
a unified effort in the region, headed by
regional Governor Eduard Rossel and the
authorities, to see Sverdlovsk - not Chinese
– producers supplying the region’s building
materials. Further investment into the re-

gion’s own producers would allow them to
produce more cheaply than their Chinese
counterparts by exploiting their natural
competitive advantage: being free from
transportation and import costs. For this
reason the sector is considered both profitable and high on potential.
Our Union is deeply involved in the ongoing reconstruction of the Magnitogors
Metallurgic Works. We also participate in
the Ural Promishlenniy, Ural Polyarniy (Industrial Ural, Polar Ural) federal program.
Our Union is also instrumental in the ongoing construction of a power generating unit
for the Beloyarsk nuclear power station, as
well as in a number of other projects.
There are several reasons why the region’s construction sector is so attractive to
investors. Firstly, there is a wide range of
state-approved investment programs in the
region which exist to further develop and
assist the construction sector. So effective
have some of these programs proved that
many have been extended beyond their
proposed finish of 2005 to 2010.
Demand for building materials is
constantly growing and this hasn’t gone
unnoticed by the authorities; the regional
governor has assumed personal involvement with over 50 construction projects
currently underway, including: Ekaterinburg City; Strazhi Urala (Urals’ Guards);
Akademichesky (designed to accommodate

300,000 residents); Bolshoy Berezovsky
(low-rise buildings to accommodate 80,000
residents); construction site for expansion
of Koltsovo International Airport; Bolshoy
Evraziysky Universitet (Great Eurasian University); and many others. The authorities
are aiming for a 25% annual increase in the
commissioning of new building projects.
Another factor is the favorable conditions potential investors can now expect to
find in the region – evidenced, for example,
by a 20% discount on land and premises
rental for construction sector firms.
Finally, there is now more than ever a
culture of governmental support to investors and their projects. Russia’s gradual
departure from the notion of the state
being a barrier rather than an entry into
investment is visible in our region; for example, the Governor has ensured that new
factories and those under construction be
quickly connected to gas and power supplies as well as to the local rail network for
freight purposes. The authorities also help
enterprises wishing to expand find and arrange new land plots and premises.
This is a far from exhaustive list of factors, but they are prominent among a raft
of measures, initiatives and changes of attitude implemented in recent times which
combine to make the region genuinely attractive to investors.

Total Area of Residential Real Estate Commissioned in Ekaterinburg, thousands sq-m
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Commercial Real Estate

Development Trends in Retail Trading
The Trading Hubs of Ekaterinburg plan was drawn up in In 2004 by the Ekaterinburg city
administration with a view to increasing the number of trading premises by 2015 to 700 square meters
per 1,000 people. At the end of 2006 there were just under 909 million square meters of trading premises,
excluding markets, in Ekaterinburg.
However the rapid rise of Russia’s consumer market has seen this target all but
met, eight years short of the deadline.
At the end of 2006 there were just under 909 million square meters of trading
premises, excluding markets, in Ekaterinburg. Given that the population of the
city is roughly 1.4 million, which works
out at 678 square meters per 1,000 residents and makes very likely the possibility that the benchmark of 700 will be met
within 2007.
Russia’s consumer market has grown
much quicker than first thought thanks
to increasing salaries, the increasing
availability of consumer credit and an
ever-widening array of products available.
Another factor has been the continuous
ascent of real estate prices; more and
more people find themselves unable to
invest their savings into real estate and
instead opt for more affordable investments in the consumer sector by buying
cars, household appliances and other
valuable commodities.
Another factor that has influenced the
significant rise in the number of trading
space is the fact that trading premises take
much less time to build for developers.
Currently, there are 30 large trading and
office complexes being constructed in the
city which will collectively provide a further 350,000 square meters of space for
trading purposes. And these are not just
concentrated in the city center; indeed,
the current trend is for developers to build
major trading outlets such as malls in surrounding districts rather than in crowded
and more expensive city centers.
Another trend among developers is
to build large (2,200 square meters and
upwards) premises which are then sold
to just one company (usually a large,
national chain). Very often that major
company then acts as an ‘anchor’ for the
center, attracting the interest of smaller
companies to whom it may choose to lease
premises within the center. The alternative – and less common – trend is for the
developer to themselves retain ownership
of a large center and lease premises within
it to a range of resident companies.

Another factor that affects the pricing
policies and general behavior of construction firms is the seemingly constant problem of demand outstripping supply. This
is particularly a problem with regards to
trading premises in modern malls, where
less than 2% of such premises are vacant
and those who do manage to acquire
premises face average rental fees as high
as 1,868 rubles ($72) per square meter
per month.
In the secondary market for space
premises for commercial purposes command the highest prices, with one square
meter costing on average 97,737 rubles
($3,760) at the end of March 2007 and
as much as 119,172 ($4,585) rubles in
the city center. Since the beginning of
2007 the cost of trading premises has
risen 13%, while the cost for office and
residential premises have risen 12% and
6% respectively.
The further development of the commercial real estate market is likely to see
improvement in the quality and range
of services provided by developers and
landlords and the appearance of more
modern trading centers. Already the commercial real estate market is broadening,
as the variety of traders – from cash and
carry stores to modern supermarkets to
newspaper stands – along with the range
of goods and services offered continues
to increase. Most new trading centers are
established under a clearly defined remit
and have particular kinds of tenants –
traders – in mind. The owners tend to be
flexible and professional in dealing with
their tenants in a bid to attract the leading names and brands. This will inevitably mean that, in future, fewer and fewer
places will be allocated to smaller traders
or individuals such as news stands, for
example.
As for small trading centers, they will
inevitably begin experiencing difficulty
in letting premises in their centers as
they lose out in competition with better
equipped and more modern malls.
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SWOT
Strengths
The region is currently witnessing a construction boom
55 Trading premises rental fees per square meter are much lower than in Moscow
55

Weaknesses
Inadequate infrastructure - the city’s authorities are yet to resolve traffic congestion problems and the deficit of parking facilities near administrative buildings
55 Deficit of A-class standard space
55

Opportunities
Modern trading and entertainment malls
and business centers are being built, providing high-class office and trading premises
to investors

55

Threats
Often there is a lack of ready-made and fully
equipped offices, forcing tenants to equip
and furnish these offices by themselves

55

139

Commercial and Residential Real Estate
Alla Zakharova,
Financial and Investment Advisor to the President, member of Executive Board of AVS Group.

A Major Commercial
Real Estate Development Project
Today, one of Sverdlovsk’s fastest growing markets
is that of commercial real estate.
Office space is particularly in demand.
Special-purpose business centers are
springing up to plug the hole, but there’s
still not enough of them and they really
only began being built a couple of years
ago. Consequently, many offices are
based on the ground floors of residential
apartment blocks that have changed their
status from purely residential to non-residential, else they are based in former research centers or the premises of industrial enterprises.
During 2006 10 high-rise administrative buildings, were constructed and
put into service. While this reduced the
deficit by some 130,000 square meters,
its impact was reasonably insignificant as
only 20-30% of the commercial real estate
market is taken up by newly-built office
premises. High-class commercial real
estate – that is, category B and above – is
also now in great demand, but the deficit
is even more acute here, estimated at
some one million square-meters.

AVS Group is currently working on development of a high-rise business center
at the intersection of Mamin-Sibiryak,
Pervomayskaya, Shartashskaya and Lunacharskiy streets, in the city’s business
district. The center, which falls under
category B status, is to meet all modern
requirements and standards. The ground
floor will be for sales premises, restaurants, cafes and a gym, while floors 1-15
will be occupied by offices, with the 16th
f loor reserved for service and utility
rooms.
The center has been designed with the
aim of ensuring every single square meter
is put to the most economic use and every
functional part of the building can operate
independently. Public organizations and
public service establishments (dry-cleanering services, cafes etc) have separate
hallways and are detached from the service
premises. Everything has been strategically
thought-out; the elevator runs through the
center of the building so that occupants

Alla ZAKHAROVA
Alla Zakharova graduated from the Finance and Banking faculty of the Ural State University of Economics in 1994. Between 1994 and 2000 she worked for Sberbank, starting
as an apprentice before rising to become Director of the Economic division of one of Sberbank’s local branches. In 2001-2004 she worked as Head of the Consulting Department
for one of the Ural-Siberian region’s largest auditing firms, focusing on auditing for banks
and other financial institutions. She joined AVS Group in 2004 and now works as Financial
and Investment Advisor to the company’s President. One of her main tasks is supervising
development projects.
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on each floor can maximize use of space
around, for example. Later stages of the
project will see focus shift to decoration,
which will include landscape gardening
and statues added.

AVS Group's Business Center:
55
55

55
55
55
55
55

Area: 56,000 square meters
Building to feature sub-sections with
varying number of floors: 4, 9, 12, 17
floors
Four-story atrium
Ribbon windows
11 elevators
Three-level underground car park
Ground level car park

Construction start – May 2007
Construction finish – 4th quarter of 2009

Development Forecasts
Nikolay Savin, President of the MAN Real Estate Center

Real Estate Developing in Line with Boldest Forecasts
Ekaterinburg ranks among mostly rapidly developing cities of Russia, and in few areas is this better
demonstrated than in its real estate market.
For the last few years Ekaterinburg has witnessed a sharp increase in construction of
residential and commercial real estate. Banks
and other financial institutions more than
ever before are taking the long view in ensuring the provision of mortgage and leasing
schemes for would-be property owners. Demand is growing across the real estate board,
while investment into development projects
is proving more effective than even the most
ambitious projections had thought likely.
But that is not to say Sverdlovsk’s real
estate market has given up all its treasures
just yet; there are still some potential niches
for market players looking to get into the
market. This is especially true with regard
to out-of-town housing and investment
crediting of projects. Apart from providing
standard estate agency services (that is, the
selling, leasing and purchasing of homes),
we specialize in construction, real estate

investment projects, consulting and real
estate project management.
We have been in the market since 1994,
working both with residential and commercial real estate. We consider ourselves
one of the flagships of Ekaterinburg’s real
estate market and pride ourselves on our
ability to adapt to an ever-changing market
and launch new business strategies. Since
2002 MAN has been developing its own construction program which has already seen
construction of a premium-class residential
complex, named Koltso Ekateriny (Ekaterina’s Ring), an office and trading complex,
BusinessMANcenter, and a residential
complex, Osnovinsky Park. Further plans
include construction of two business-class
residential complexes, named Pokrovsky
and Peter I, an office and warehousing center along with several cottage settlements
in the outskirts of Ekaterinburg.

Our company is a member of the Ural
Chamber of Real Estate and the Russian
Guild of Realtors. The company’s brand is
officially registered in the Russian National
Patent Agency and a large number of our
managers and specialists have undergone
specialized education in Ekaterinburg, St
Petersburg, Moscow and abroad in countries including the USA and the UK. All our
specialists are holders of personal qualification certificates from the Ural Chamber of
Real Estate.
MAN is always ready to review new
business projects and is open to mutually
beneficial cooperation. Welcome to Ekaterinburg’s real estate market.
19, A. Valek Street, Ekaterinburg,
phone: (343) 371-2000,
www.manural.ru

Maxim Godovikh, Director of the Torgmash technopark

Building the Urals out of its Modern Building
Materials Deficit
The Ural construction sector is growing at a considerable rate, but the rising number of new
buildings under construction means the deficit of high-quality, modern building materials
is increasingly felt.
The Torgmash technopark is being set up
with the aim of unifying small-sized and
medium-sized manufacturing firms in
one location as one independent and freestanding organization. The technopark
will also coordinate the activities of all
businesses participating in the project and
provide a comprehensive array of support
services to them, notably assistance in
commercializing innovative building materials projects.
The park will do its bit to further the
region’s investment climate as well as boost

activity among businesses in the building
materials sector. It will create new jobs
and, most importantly, be a hub of modern
building materials production housed in a
cooperative, friendly environment.
Resident in the park will be firms engaged in production of a wide range of
building materials, chief among them:
heat-insulating materials, drained/back
ventilated (D/BV) rain screen exterior
walls, metal tiles, roofing materials, roof
drainage systems, rolled sections for racktype constructions, frameworks of pre-

Maxim GODOVIKH, Director of the Torgmash Technopark
Mr Godovikh graduated from the Ural State Technical University, where he specialized in the world
economy. He also takes part in a Presidential program for training professionals in strategic management. He is Vice President of the Union of Small and Medium Businesses for the Sverdlovsk region.
Mr Godovikh is also a member of Ekaterinburg’s mayor-led Entrepreneurship Council.
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made panel houses, foam concrete blocks
and other building materials.
Those companies wishing to be resident are currently being screened by the
park’s application committee, mainly
businesses which plan to produce facing
materials, pre-built panel houses and
other materials.
The park will be run by an Expert
Committee, made up of Ekaterinburg and
Sverdlovsk state officials, scientists and
representatives from credit and finance
institutions, investment companies and
funds. Representatives from entrepreneurial and trade unions, such as the Union of
Small and Medium Businesses, the Union of
Building Sector Businesses and the Union
of Builders of the Sverdlovsk Region, will
also sit on the committee.
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SOCIAL
INFRASTRUCTURE
55 In 2006 the federal budget earmarked
two billion rubles ($78.1m) for a national
project named Zdorovie (Health Care)
in the Middle Ural
55 There are seven federal healthcare
R&D institutes, 47 hospitals and clinics
(including hospitals and clinics for
children), 27 special-purpose clinics
(including dental clinics), 46 medical
centers, 15 clinics for women and
five maternity clinics
55 There are eight insurance companies,
19 medical insurance companies and
214 medical organizations operating in the
market of compulsory medical insurance
55 By the beginning of 2007 70-75% of the
Sverdlovsk region's population were
mobile network subscribers
55 The number of landline telephones in the
region now stands at around 1.14 million

Social Infrastructure
Alexandra Starikova, Analyst, Economics Division, MARCHMONT Capital Partners

Healthcare

Ekaterinburg is one of the top cities in Russia for medical care. One example of this is the dramatic
decrease in the juvenile mortality rate. Ekaterinburg also has the third highest birthrate among
large Russian cities.
The healthcare industry in Ekaterinburg is
developing at a rapid pace – in 2006 alone
several new medical establishments were
set up as a part of a national project called
Health. The priority project Health, in turn,
is being implemented under the following
projects of the Strategic Plan of the Ekaterinburg Development to 2015: “Health of
Young Citizens”, “Three Steps to Longevity (oncology, cardiology, trauma surgery)”,
“Preventive Care is a Proactive Strike”, and
“Ekaterinburg is the medical center of the
region”.

Health as a National
Project
Budget expenditure on healthcare per capita at the first quarter of 2006 increased by
29.8% in comparison with the same pe-

riod of 2005 (from 2,500 rubles to 3,300
rubles). Two billion rubles were allocated
from the federal budget for the implementation of the national project Health in the
Mid-Urals. In the Sverdlovsk region there
are 11 regional programs focusing on the
healthcare industry.
The goals for 2007 are to improve the
quality of and further standardize medical care, develop feedback from patients,
and to improve the efficiency of resource
use. Sverdlovsk region is one of seventeen
Russian regions participating in a Russian
pilot project which began in 2007 and is designed to increase the quality in healthcare
services. This project also focuses on the
gradual implementation of goal-oriented
budgeting as a way to improve healthcare
management efficiency.
Currently Ekaterinburg boasts seven
federal scientific-research institutes, 47
hospitals and clinics including 33 for children, 27 specialized clinics including dental
practices, 46 different medical centers and
dispensaries, 15 clinics for women, and
five maternity hospitals. A unique infectious disease complex is being built in City
hospital No.40.
There are plans to open another medical center in Ekaterinburg called Babur in
a few years time. This medical center will
have a total area of 35,000 square meters
and be financed by a group of investors.
Preventive healthcare is also developing
quickly, in particular health spa-resort
treatment. More than 40 spas currently
serve the region.

Private Healthcare
The Sverdlovsk region is among the top five
regions for private healthcare. The market for private medical services in the region began to develop in the 1990s. The
first sectors to develop were dental, urology, and gynecology. At present more than
500 private medical establishments operate in the region. From 10% to 30% of the
total number of patients use the services of
private clinics. The main source of private
healthcare investment is entrepreneurs’ equity capital and loans from banks, manufacturing enterprises, and financial orga-
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nizations. Since 2006, as a part of various
national and regional campaigns, the state
has been actively investing in developing
public and municipal healthcare organizations, and this encourages competition with
a private sector.
One current trend is the increasing
provision of services to corporate clients.
The gradual development of a system of
voluntary medical insurance has allowed
for a more rapid growth of this segment of
the industry.

Advanced Medical
Technologies
In 1988 the Ekaterinburg branch of the Intersectoral Research and Technology Complex
Eye Microsurgery was set up and became
the seventh branch of the clinic founded
by an academic named Svyatoslav Fedorov. It has the only laser surgery department
in the region and performs 850 operations
per month. Excimerlaser surgery has been
performed at the clinic since May of 1999.
The Ekaterinburg Center is the only one in
the Sverdlovsk region with its own original
technology for eye microsurgery, protected
by RF patents, and used to treat cataracts,
glaucoma, diabetic infections, etc... Today
this branch of Fedorov Clinic is one of the
largest eye clinics in Russia.
In 2005, a mobile telemedical laboratory
was set up in Ekaterinburg as a joint-venture
by Uralsvyazinform, insurance company
Ural-AIL, TANA group, and Vitanet as a
part of the President’s program Health of
the Nation. The equipment of the mobile
laboratory allows doctors to carry out a
number of treatments and examinations
on site, such as X-ray, anatomical and biochemical tests, and functional diagnostics.
The laboratory can be used in field conditions and emergencies. This special mobile
unit can go cross country, its body is made
of special materials, and special equipment enables personnel to live there for a
few months. With the arrival of the mobile
laboratory, the people of the Urals have the
opportunity to have medical check-ups and
leading specialists’ consultations on site.
In the near future, the Urals Medical
Academy will begin training teledoctors.

Healthcare
Tele healthcare uses telecommunication
networks to provide urgent medical aid
through consultation. This method is particularly useful in order to provide medical
advice to remote patients.

Healthcare
Insurance
There are 8 insurance companies, 19 insurance medical organizations, and 214 medical establishments working in the obligatory health insurance system.

At the beginning of 2007, 551 million
rubles remained in the accounts of the
Regional Fund for Obligatory Healthcare
Insurance. In financial terms, 2006 was successful for the healthcare of the Sverdlovsk
region. One example of this is that at the
end of the year some funds sufficient for
monthly financing were left. There is a plan
to invest 12.8 billion rubles in the Sverdlovsk
healthcare over the course of 2007. A larger
proportion of the Fund’s expenses were allocated to finance the Regional Program

for State Guarantees, such as: healthcare
organization, provision of medicine for social security beneficiaries, implementation
of a program to help support pensioners as
a part of Regional Obligatory Healthcare
Insurance Program, obligatory healthcare
insurance for unemployed people, and the
implementation of additional mass health
exams for employees.
Stomatology and cosmetology are the
most rapidly developing sectors in private
medicine.

Cosmetology Clinics of the Sverdlovsk Region
Name

Specialization

Website

Activity type

Center of Cosmetology and Plastic
Surgery

Plastic surgery

www.plastic-surgery.ru

Aesthetic surgery (plastic surgery, dermatorsurgery,
cosmetology), gynecology

Science applied rehabilitation center
Bonum

Multi-profile medical
clinics

www.bonum.info

Esthetic, plastic and reconstructive surgery, eye and ear
microsurgery

Preobrazhenskaya Clinic

Multi-profile medical
clinics

www.pr-clinica.ru

Esthetic, andrological and urological surgery, ophthalmology, endocrinology, neurology and cardiology

Clinic of Cosmetology Correction
Magnifica

Therapeutic cosmetology

–

Cosmetology 55%, trichology 10%, plastic surgery 25%,
nail service 10%

Cosmetology clinic Estetica

Therapeutic cosmetology

www.estetika.info

Cosmetology 60%, trichology 5%, manicure, nail service
20%, massage 5%, solarium (sun parlor) 5%, permanent
make up 5%

Clinic of modern cosmetology Esti
Line

Therapeutic cosmetology

–

Cosmetology 60%, trichology 2%, hairdresser’s 8%,
wholesale of professional cosmetics 30%

Clinic of new aesthetic technology
Gernetic-Janeiro

Therapeutic cosmetology

www.klinikagernetic.ru

Cosmetology 60%, trichology 5%, hairdresser’s 25%,
massage, pedicure, manicure 10%

Clinic of aesthetic medicine Integri

Therapeutic cosmetology

www.integree-e.ru

Cosmetology 85%, trichology 15%

Clinic of laser cosmetology LINLINE

Therapeutic cosmetology

www.linline-clinic.ru

Cosmetology 19,6%, trichology 3,5%, lasermedicine and
cosmetology 76,9%

Clinic of medical cosmetology Versal

Therapeutic cosmetology

www.clinica-versal.ru

Cosmetology 70%, trichology 15%, hairdresser’s 15%

SWOT
Strengths
Ekaterinburg ranks first in terms of healthcare development among large
Russian cities of more than one million people
55 The salary growth of healthcare employees in 2006 in the Sverdlovsk
region amounted to 34% over 2005 which is higher than in other industries (24%)
55 As a result of the new national project Health, in the Sverdlovsk region
in 2007 the number of GPs rose by 21% over 2006, and the number of
nurses increased by 16%
55

Weaknesses
Healthcare cannot achieve a high level without budget financing and supervision of the appropriate authorities

Opportunities
55 The advanced and modern materials and technology available to healthcare organizations encourages the efficient and timely provision of medical services
55 Ekaterinburg ranks third for birth rate among large Russian cities of more
than one million people
Threats
In spite of the increase in the number of doctors there are still queues
in clinics and narrowly focused specialists are not available for everyone,
there is no system for making preliminary appointments with doctors

55

55
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Social Infrastructure
Alexey Chemodanov, President of investment financial group Mayak Invest Group and General Director of Mayak Urala (Beacon of the Urals)

We are Investing in the Towns and Cities of the Urals
When we set up our business we immediately began to employ modern tools and management
methods. We were trail breakers in the Urals in the field of non-state pension funds (NPFs) and mutual
funds, and that was really courageous on our part.
We are trying to run our business so that investment is attracted in our native region.
We are working to develop the Sverdlovsk
region’s economy as we take care of the
population of the towns and cities where
we work.
In the country today, the investment
market is rapidly developing, and people
are offered a lot of different opportunities
to invest their own funds, starting with
bank deposits which provide interest rates
of between 7-12% per annum with the state
insurance up to 250,000 rubles. Our companies operate under more risky conditions
for our depositors, and we do not conceal
this fact. In mutual investment funds, if
the development is successful the profitability may be from 30 to 60% per annum.
We have been developing this line of work
since last year, and we currently operate
three mutual funds.

Since 2006 Mayak Urala (the Urals
Beacon) has been building shoppingentertainment malls in towns and cities in
the northern part of the Sverdlovsk region.
These projects are designed for towns
with populations of between 100,000 and
150,000 people, and will showcase modern
trends in architecture and construction.
The project is developing as a part of our
mutual fund focused on commercial real
estate. The region is attractive for business
and real estate, especially commercial real
estate, is worth investing in. With this in
mind we confidently predict high returns
for our clients from this fund through the
implementation of this project.
Another project we are involved in is
the building a logistics center, which will
combine transport flows going from West
to East across the North of the Sverdlovsk
region. Thus, this project is located in sev-

eral different RF regions. Our activity aim
is to increase investment in the towns and
cities of the Urals, improve the regions’
infrastructure and provide new jobs. Now
we are gaining unique experience which
will bring about significant results.

Alexey CHEMODANOV
Mr Chemodanov holds two degrees in Political
Science and Economics and is General Director
of Mayak Urala, a group of companies involved
in manufacturing, trade and services. He is also
President of the investment and financial group
Mayak Invest Group which specializes in managing companies, non state pension funds and
real estate development. He is the founder of
the non-state pension funds Semeyny (Family)
and Ekaterinburg Municipal Fund.

Svetlana Shamanova, Director of the Semeyny non-state pension fund (NPF)

Providing Pensions by Investing in the Economy
NPF Semeyny was one of the first in the country and has been dynamically developing from its inception
to the present day. Currently, it is an acting social-financial institution.
More than 130 companies provide supplementary pensions to their employees with
the help of NPF Semeyny. The fund’s plans
allow for setting up the pension capital of
the future. Over the last 12 years the assets of the fund have increased ten fold.
The number of participants is getting closer to 23,000 people, and this figure is increasing every year. NPF Semeyny is one
of the top three pension providers among
NPFs in the region. The fund earns money
for its clients by investing their pension re-

serves. Now 40% of the pensions paid out
is from the profit earned by the fund.
In 1998 our fund, in the cooperation
with the administration and Duma of the
town of Lesnoy, developed a municipal
pension program for public sector employees. The municipal pension program
in Lesnoy was the first of its kind in the
country, and has inspired the creation
and development of pension programs in
a number of other municipal areas in the
RF. Since 2004, NPF Semeyny has been

Svetlana SHAMANOVA,
Director of the Semeyny non-state pension fund (NPF)
Mrs Shamanova is Chairman of the Ural Association of Non-State Pension Funds and a member of
the National Association of NPFs. She has a degree in Philosophy and Law and has formerly been the
head of the General Board of Social Security of the Sverdlovsk region. She has 13 years’ experience
working in non-state pensions.
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developing a new type of activity – participation in mandatory pension insurance.
It was among the first 18 NPFs, and the
first in the Sverdlovsk region to get a license for this activity. To date, more than
3,000 insured people have transferred
the funded part of their pension to the
Semeyny NPF.
Semeyny is also actively participating in pension reform and continues to
contribute to social security for the residents of the Sverdlovsk region, republics
of Udmurtia and Bashkortostan. It also
effectively uses its potential to aid in the
economic development of the Sverdlovsk
region. Thanks to this, the fund has gained
a great deal of respect and a reputation
as a reliable and stable social-financial
institution.

Telecommunications

Ekaterinburg Telecom Sector Ranks Third in Russia
The internet service provider (ISP) market is one of the most dynamic in the telecoms market.
Annually it is doubled in money terms and traffic consuming is growing even more rapidly, with more and more
service providers entering the market year on year.

Today Ekaterinburg ranks third for its telecoms market after Moscow and St Petersburg. It is hard to estimate the exact level
of internet coverage in the city as there are
a lot of companies in the market, but without doubt coverage in the market’s corporate segment exceeds 50%. The growth taking place is largely due to new corporate
customers and changes and advances in internet connection methods and technology. Average bills are rising due to increased
traffic use by companies and new services
being offered.

Market of internet services
At most, 50% of home PCs are connected up to the internet. The coverage
level in this segment is 9%. But falling
tariff fees mean there are good prospects
for both of these figures to rise, thus
opening up the web to a wider spectrum
of people. Another reason that gives rise
to hope of growth is that the internet is
increasingly becoming a normal, integrated part of daily life. For now, though,
demand remains hesitant due to high
prices for tariffs which are free of traffic
limits (i.e. The amount a user can access and download in months, normally
expressed in megabytes or gigabytes),
currently between 1000-1500 rubles per
month. This is considerably higher than
in western Europe.
In the last few years a new segment
has emerged in the market – that of mobile internet. For the time being it cannot
compete with conventional providers but
is growing fast, at rate of around 73%
per year, with the market volume now
standing at $176m. As GPRS is gaining in
popularity and its per-megabyte charges

are becoming cheaper, mobile providers are overtaking cable-based (dial-up,
cable modem etc) providers in terms of
sold traffic.
At the same time, other forms of technology for wireless connection are being
developed. The number of Wi-Fi zones is
growing and mass distribution of WiMAX
(technology creating broadband wireless zones spanning many kilometers) is
about to start.
As might be expected, dial-up internet
access is the only market which is stagnating. It is still in wide use but in the
long run its share will fall as more and
more users switch over to faster internet
methods, though its cheaper price tag
means it won’t disappear completely.

Beeline








Mobile phone networks
The number of mobile phone subscribers in
Russia has increased by 1.7 million users, or
1%, up to 156.8 million. The coverage rate
of this is 108% (i.e. The average 100 people
have 108 SIM cards between them). Russia’s mobile phone connection market is already full so these numbers are not likely to
change dramatically further.
The dynamics of clients’ base growth
has reduced several times over the past
year; while in 2005 the total number
of subscribers grew by 81%, in 2006 it
grew by just 16%. At the start of 2007
the number of mobile subscribers who
used mobile connections at least once a
month, as a share of all subscribers, was
70-75%, while at the start of 2006 this
figure was 65%. Switching between one
network to another has also quietened
and is now something done by just 2.75%
of subscribers, principally because prices

Mobile Network Operators of the Sverdlovsk Region
Name

Market Shares of Russia's
Major Mobile Operators

Based in
Moscow

Number of subscribers
About 2,500,000

Megaphone

Moscow

2,697,537

Motiv

Ekaterinburg

1124226

MTS

Moscow

more than 2,700,000

Utel (Uralsvyasinform)

Ekaterinburg

1,017,000
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between network operators vary less than
previously. This explains why operators
now focus on increasing profit from one
individual consumer (the average mobile
phone pay-as-you-go bill in Sverdlovsk
is around 290 rubles) by providing new
services and implementing new technology rather than on increasing their client
base.

Landline telephones
The main electronic connection provider in
the Sverdlovsk region is Uralsvyasinform.
The Ekaterinburg branch of Uralsvyasinform provides telecommunication services
to more than 25,000 corporate clients including large Russian manufacturing companies working in the Middle Urals, practically all finance-loan establishments and
large trading chains
Presently the region has the capacity
for 1.14 million landline numbers. The
rate of digitizing internal telephone networks in the region is 99.9%, while the
rate of digitizing telephone exchange
equipment is 68.9%. The total length
of fiber-optic lines of Uralsvyasinform’s
Ekaterinburg branch is 2,900 kilometers.
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Social Infrastructure
Internet Providers
Company

SWOT
Strengths
The market of WiMAX wireless technology
is developing fast
55 2007 is expected to see Russia’s mobile
phone networks market increase by 17%
to be worth $15.6 bn
55 Ekaterinburg has proved one of the foremost
Russian cities in trialling and implementing
innovative telecommunications technology
55 At 21%, Russia has the second fastest
growing internet connection rate
55

Weaknesses
Russia’s telecommunication market is monopolized by its major players
55 At just 12.7 million, Russia ranks 13th in
the world for the level of the population with
internet access
55

Opportunities
2007 will see Russia’s broadband internet
access market increase by 50-70%
55 Mobile coverage in Russia for 2007 is expected to reach 116% - the highest among
CIS countries
55

Threats
The mobile phone networks market is about
to satiate. Real coverage has practically
stopped and remains at 75%

55
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Aktay
Chelovek Mobilny
Convex
Delta NET
Drive ISP
Ekaterinburgsky Pochtamt (post-office)
Equant
Etel
Eurotel
Extrim
Fonnet
Foratec Communication
Foratec Communication
Infoteck
Insys
InT
Internet Telecom (ITC)
InternetTelecom
Korus ISP
Korus ISP
Linko
Mizar-project
MOBYLINE
NETPROVODOV.RU
Novator
NTC Novator
Olympus
Planeta
PRUDOK
Rostelecom, Ural regional branch
Ruscom
Rustel, branch in Ekaterinburg
SATPRO
Set Cifrovih Kanalov (digital channel network)
Site
Skynet On-Line
Sovintel
Studiya Informacionnih Tekhnology
Teleset-service
Ticom Service
TK Ural
UNITLINE (MediaSeti)
UralRelcom (Golden Telecom)
Uralskaya Telephonnaya Kompaniya (phone company)
Uralskiye Mobilniye Seti (mobile networks)
Uralsmart
Uralsvyazinform
UralVEC
Viasat
Vikmaster
Web Media Services

Website
www.aktay.ru/home/
http://www.mman.ru
http://www.convex.ru
www.delnet.ru/way.html
http://driveisp.ru
http://www.e-burg.uralpost.ru
http://www.orange-business.ru
http://www.etel.ru
www.eurotel-ekt.ru
http://extrim.it
http://www.fonnet.ru
http://www.foratec-com.ru
http://www.foratec-com.ru
http://www.infoteck.ru
http://www.isnet.ru
http://www.int-ural.ru
http://www.internettelecom.ru
http://www.internettelecom.ru
http://www.korus.ru
http://www.korus.ru
http://www.linkco.ru
http://www.mizarpro.com
http://sat.mobyline.com
http://www.netprovodov.ru
http://www.novator.ru
http://www.novator.ru
http://www.olympus.ru/
http://www.planet-a.ru
http://www.prudok.ru
http://www.rt.ru
http://www.rk1.ru
http://www.rustel-e.ru
http://www.satpro.ru
http://www.dcn.ru/go
http://www.sco.ru
http://www.skyline.ru
http://gldn.ur.ru
http://www.index-art.ru
http://www.telenet.ru
http://www.ticom.ru
http://www.tkural.ru
http://www.unitline.ru
http://www.ur.ru
http://utk.ru
http://www.uralttk.ru
http://www.uralsmart.ru
http://ekt.usi.ru
http://www.ural.net/
http://www.visat.ru
www.vikmaster.ru/site/index.php
http://www.helios-net.ru

MASS MEDIA
55 The amount of modular advertising in
Ekaterinburg mass media from August
2005 to August 2006 came in at over
1.2 billion rubles ($46.9m)
55 The circulation of the three leading
freesheets varies from 320,000
to 415,000 copies
55 Around 2,700 firms advertise in local
magazines
55 In 2005 Sverdlovsk's magazine market
was worth more than $10m, while in
2006, according to different sources,
it was worth between $12m to $14m
55 Ekaterinburg's radio broadcasting market
ranks third after Moscow and Saint
Petersburg, with its volume increasing
10-30% annually; around $5-$6m each
year is spent on radio advertising on the
city's radio stations

Mass Media
Anna Balashova, Analyst, Economics Division, MARCHMONT Capital Partners

Mass Media

Ekaterinburg's has a well-developed mass media market which spans an array of mediums. The region's print
media market can be logically split into several sub-sections: freesheets, political broadsheets, free announcement
newspapers (free to place small ads but paper costs to buy) and TV guides.
Freesheets are far and away the most successful in the market. According to regional
research institution Socium the number of
ads in Ekaterinburg's print media between
August 2005 and August 2006 exceeded 1.2
billion rubles: 170 million rubles for ads
placed in 12 political newspapers, over 191
million rubles for ads in three TV guides
and over 417 million rubles for ads in four
free newspapers.

Free Announcement
Newspapers
The main players in the market of free announcement newspapers are: Va-Bank, V
Kazhdy Dom (To Every Home) and Nasha
Gazetta (Our Paper), all of whom are
published by major regional media publishers. Va-Bank and V Kazhdy Dom, for
example, are published by INTERMEDIAGROUP Ural while Nasha Gazetta is one
of numerous publications of AKAB-Press's
portfolio. All three share similar circulation figures, with Va-Bank at 344,000 copies, V Kazhdy Dom at 320,000 and Nasha
Gazetta slightly ahead at 415,000 copies.
These circulation figures were established
and stabilized some years ago and they are
not likely to dramatically change in the
near future. Their main competitors are
freesheets, which have doubled in number
since 2004 and in August 2006 accounted for 27% of all newspaper ad sales. This

hasn't gone unnoticed by freesheet publishers; in August and September 2006
Va-Bank launched two new subject-specific papers, Va-Bank Construction and
Va-Bank Money.

Newspapers and TV Guides
The region's print media market is being
boosted by the rapid development of TV
guides. Spiraling readership figures have
attracted the attention of national players, with 2006 seeing the market entry
of national TV guides Telenedelya (Teleweek) and Panorama TV. The best ad sale
and readership figures belong to Telesem
(Teleseven), a guide published by InterMediaGroup Ural since 1994. Ekaterinburg's first glossy TV guide was TeleShow,
launched in 2005 with circulation set to
rise, publishers say, to 70,000 copies in the
near future.
Ekaterinburg's specialized print media
market is made up of six local broadsheets.
However experts seem to agree that the
market is nonetheless full due to the availability of regional and heavily ad-subsidized insertions in national newspapers.
Between August 2005 and August 2006
national broadsheet titles Kommersant,
Komsomolskaya Pravda, Argumenti e
Facti (Argument and Fact), Zhizn (Life) and
Moskovsky Komsomolets (Moscow Young
Communist) shared 87% of all ad placed in
broadsheet. Just 8% of all ads placed were
in the four regional publishers, Oblastnaya
Gazeta (Regional Newspaper), Vecherny
Ekaterinburg (Evening Ekaterinburg),
Na Smenu! (Change Shifts!) and Uralsky
Rabochy (Ural Worker).
Ekaterinburg’s market of city dailies is
underdeveloped. However, market participants have traditionally struggled to
keep projects launched in this sector viable
enough to stay afloat.

Magazines
Ekaterinburg has one of Russia's three busiest regional magazine markets, with many
of the region's magazines born or having
strongly developed between the mid 1990s
and the start of the new millennium. Shopping guide Ya Pokupayu (I Buy), published
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by ABAK Press since 1996, up-market men's
magazine Banzai, published by Banzai Publishing since 2000 and Sovremenny Dom I
Office (Modern Home and Office), the first
in Russia glossy interior design and construction magazine published by Univer-Press
since 1998, all began in Ekaterinburg.
Speaking of glossies, Ekaterinburg's
glossy magazines market is particularly
developed with long-established and successful publications at its core. The market
leaders command significant ad revenues
which help them remain self-sufficient and
independent.
As with newspapers, magazines pertaining to specialist interests are tipped
to prosper as the market further develops.
Existing successful magazines are expected
to reorientate towards a higher-earning
audience.
Presently around 2,700 companies advertise in local magazines. Ekaterinburg
remains attractive to advertisers meaning
it still has further potential for growth; in
2005 the market was worth $10m while
in 2006 varying estimates put its value at
$12-14m.

Radio Market
Ekaterinburg’s radio market has been growing steadily at around 10-30% annually for
the last few years and is today one of Russia's most developed regional radio markets, ranked third after Moscow and St
Petersburg. Annual average ad sales on
Ekaterinburg commercial stations stands
is around $5-$6m per year (radio ad sales
for all of Russia are around $200m, $140m
is generated by the Moscow-based radio
stations).
The region's multitude of stations
can be divided using a range of criteria,
firstly, by the means of transmission. Radio Rossii (Radio of Russia) and Mayak
(Beacon) transmit via wire (for which
residents pay a small fee every month and
which is installed into a wall in every flat
in the form of a special connector), while
others broadcast over FM frequencies or
over the internet. Secondly, like any city,
there are both music- and talk-dominated
stations. Third we can look at the average

Print Media, TV and Radio
age of the target audience, with the pop
and dance music dominated output of stations like Dynamite and Radio SK proving
popular with teenagers and young adults.
Contemporary adult stations like Radio C
and Radio 7 tend to prove most popular
and attract the most advertising since
their 25-40 year old audience is highly
active in the consumer markets. Stations
oriented towards listeners over 45 such
as Melody also broadcast. Finally stations
can be broken down into two groups:
national networks (broadcast centrally
but which break for regional news variations) and local stations that create their
own product. In Ekaterinburg only a third
of all FM stations are local. Local stations
have the advantage of being independent
in choosing their broadcasting policies
and playlists whereas network stations
must usually stick to strict, centrallyagreed formats.
The internet is expected to grow as a
means for regional radio. However radio
station bosses have so far proved reluctant
to invest in online broadcasting as only an
estimated 15% of Ekaterinburg residents
have internet access.

TV
An increase in the number of quality programs broadcast by local TV stations has
been another factor in the development
of Ekaterinburg's TV market. Another
factor has been the growth of advertising agencies, boosted by the introduction
of high-accuracy ratings measurement
which not only record how many people tuned in but also GRP (gross rating
point), i.e. to what extent the ads shown
during and between programs reached
their target audience.
There 17 terrestrial TV channels in
Ekaterinburg. They include national channels (Pervy Kanal (First Channel), Rossiya
(Russia), NTV and Sport), network channels (TNT, STS, TV-3, REN TV, Muz TV, Domashny (Home)), local channels (Chetverty
Kanal (Fourth Channel)) and channels for
the wider Ural Federal District (Ermak).
Chetverty Kanal is a rare example of an
independent local TV channel, unaffiliated
with larger networks and whose programs
that are 100% its own.
Demand for ads is fueling the rise of the
TV advertising market, with ads dominated
by FMCGs (fast-moving commercial goods)
such as mobile phones and related services,
beauty and fashion products and cars.

Largest Ekaterinburg TV Networks
Name

Website

4 Kanal

www.chanell4.ru

SOYUZ

www.tv-soyuz.ru

Studio 41

www.studio-41.com

АТN

–

О2ТV

www.O2tv.ru

Ekaterinburg Radio Stations
Name

Website

1. Radio SK

www.radiosk.ru

Frequency
90.2 FM

2. Maximum

www.maximum.ru

90.8 FM

3. Echo Moscow

www.echoekb.ru

91.4 FM

4. Love Radio

www.loveradio.ru

99.4 FM

5. Europe Plus

www.europaplus.ru

101.2 FM

6. Nashe Radio

www.nashefm.ru

100.4 FM

7. Dynamite FM

www.dinamitfm.ru

102.0 FM

8. Avtoradio НМ

www.avtoradio.ru

102.5 FM

9. Radio Chanson

www.chanson.ru

103.2 FM

10. Radio C

www.radioc.ru

103.7 FM

11. Mayak 24

www.radiomayak.ru

104.1 FM

12. Radio 7

www.radio7.ru

104.5 FM

13. Radio Pilot

www.pilotfm.ru

105.0 FM

14. Russkoye Radio

www.rusradio.ru

105.7 FM

15. Radio Track

www.hitfm.ural.ru

106.2 FM

16. Avtoradio

www.avtoradio.ru

107.0 FM

17. Radio Gorod

www.gorodfm.ru

107.6 FM

Newspapers
Name

Website

Argumenti I Facti

www.aif.ru

Komsomolskaya Pravda

www.ural.kp.ru

Moskovsky Komsomolets

www.mk-ural.ru

Oblastnaya Gazeta

www.oblgazeta.ru

Uralsky Rabochy (Ural Worker)

—

Vecherny Ekaterinburg (Evening Ekaterinburg)

—

Advertisement Publications
Name

Website

Bistry Kuryer

www.bk.ural.ru

Iz Ruk V Ruki

www.irr.ru

Nasha Gazeta

www.ngzt.ru

V Kazhdy Dom

–

Va Bank

www.gazeta-vabank.ru
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Mass Media
Dmitry Tolmachev,
Chief Editor, Expert-Ural magazine

Business Print Media
According to global media monitoring firm TNS Gallup Media there are around 300 newspapers and
magazines published in Ekaterinburg. Business publications only account for around 20% of that
number, but analysts point out that development over the last ten years in the city’s business print
media market has been qualitative – not quantitative.
The most prominent and widely read business publications are those which are parts
of national publication chains. Delovoy
Kvartal Ekaterinburg, for example, is part
of the Delovy Kvartal Abak-Press series
of business weeklies, while Expert-Ural is
published by the regional office of national
magazine Expert and national broadsheet
Kommersant features a regional insertion,
Kommersant-Ural.
Ekaterinburg and Delovoy Kvartal were
each other’s mutual firsts; Delovoy KvartalEkaterinburg was the city’s first local business publication, while Ekaterinburg was
the first regional city that Delovy Kvartal
Abak-Press published in. The magazine’s
success convinced the firm to set up a
network of weekly magazines under the
Delovoy Kvartal brand. This network today includes major Russian cities such as
Krasnoyarsk, Chelyabinsk, Rostov-on-Don,
Samara, Nizhny Novgorod, Novosibirsk and
others. Sold via retail distribution, Delovoy
Kvartal magazine Ekaterinburg today has
circulation figures of over 7,000 copies and
a sizable subscriber base.
Delovoy Kvartal-Ekaterinburg’s reports
on the city’s business happenings, in an informational rather than analytical manner.
It mainly focuses on small- and mediumsized local businesses, documenting events,
case studies, marketing and business organization trends and ideas, developing markets and performance and potential within
various sectors. City individuals and their
dynamic approaches to business are also
profiled and interviewed. The magazine
is targeted towards the more active and
mobile corners of Ekaterinburg’s business
scene, with senior people at progressive
and innovative companies prevalent in its
subscriber base.
Expert-Ural – unaffiliated with a research center of the same name which also
operates in the region - was first published
in Ekaterinburg in 2000. In its seven years
so far the magazine has benefited from the
resources and authority of its centralized
headquarters and has developed into and
independent publishing project, dedicated
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to its Urals coverage. Far from focusing
purely on Sverdlovsk and Ekaterinburg,
Expert-Ural covers a sizable area including the Tumen, Kurgansk, Chelyabinsk,
Orenburg and Perm regions as well as the
Khanty-Mansi and Yamalo-Nenets autonomous areas and Bashkiria and Udmurtia
republics.
The magazine’s readership is largely
made up of top managers and chief executives from both commercial and state companies, in other words those most in need
of specialized economic and financial news.
60% of its readers are between the ages of
24 and 40, with 55% having above-average
income. 8% are business proprietors, while
7% are state and municipal officials. The
regional magazine’s circulation is 12,500
copies, sold together with its national
counterpart, Expert.
Expert-Ural analyses and evaluates
changes in the business scenes of the Urals
and West Siberia, focusing on the economy,
regional policy making, science and technology, culture and society. Reports and
articles on promising markets such as
heavy and light industry, metallurgy, power
generation, agriculture and education. Its
name is to support economic integration,

make private businesses more effective
and competitive and promote managers’
interests.
Ekaterinburg’s market of business print
dailies is mostly made up of regional insertions in national papers. National broadsheet Kommersant has editorial staff in
Ekaterinburg whose remit is to put out the
daily Ural business insertion and, in it, focus on important business events and news
in Sverdlovsk and its neighboring regions.
Its circulation is 7,600 copies and enjoys
considerable success owing to its variety of
topics such as culture, financial markets,
retail distribution and heavy machine
building. Kommersant-Ural is targeted towards dynamic, younger business men and
women. This publication has a reputation
for providing high quality and efficiently
prepared information.
It’s worth adding that Ekaterinburg’s
business print media scene differs from
that of many other large cities in that
many of its more prominent titles are politically and economically independent.
This is obviously an asset to publications in
trying to maintain the circulation of their
readership.

Internet Media
Analysis: Mikhail Baturin,
Chief Editor of Information Agency European-Asian News

E-Media Market
Today there are more than 20 players in the regional e-media market, including information
agencies, branches of federal agencies, and special media companies
Today in Ekaterinburg it is possible to single out the top five firms in the e-media
market: Information Agency Noviy Region (NR), an Internet publication Ura.
ru, Information Agency European-Asian
News (EAN), Information Agency Agentstvo Politicheskih Novostey (API, Agency
of Political News), and the fifth position is
shared between the local branches of Interfax and Itar-TASS.
IA NR reaffirms its top position year after
year. Its level of influence, in terms of both
its reputation as a source and the number of
visitors to the site, remains very high.
RIA Ura.ru has quickly obtained a leading position in the market. While a year ago
this product could be categorized as fast
developing (the project started factually in
January, 2006), today it is a leader in terms
of influence, stability, and creative potential. The only negative aspect of this unique
on-line publication is that it is sometimes
biased and one-sided.
IA EAN is the oldest and most respected
agency in the market and celebrated its
15th birthday in May, 2007. It is still a
provider of official news for the mass
media of the Sverdlovsk region. This year
also marked the agency’s entrance into the
information markets of the Big Urals. Today correspondents of IA EAN work in the
Khanty-Mansiysk Autonomous District, the

Yamalo-Nenets Autonomous District, Tumen, Kurgan, Chelyabinsk, Orenburg, Perm
and Bashkiria. The agency’s news and surveys are used by the regional government,
the Governor, the administration of Ekaterinburg, and the President’s plenipotentiary
office to monitor local conditions.
API Agency is a traditional voice of the
Ekaterinburg administration, and thus has
a lot of exclusive sources of information.
IA Itar-TASS Urals and IA Interfax-Urals
are famous for their ability to deliver information to Moscow.
Moreover, it is worth mentioning that all
of the media outlets mentioned above are
unique and influential in their own right,
and that they all have their own users.
As the level of competition is high, all the
agencies keep improving their products and
resources, which constantly increases the
quality of information and services available for clients. There is a demand for a
great deal of different information, includ-

ing social and market research, surveys
of different manufacturing sectors, trade
information, and other analysis.
In the current market there is a lack
of high quality information available for
people wanting to make investment decisions and investments in the economy of
the Urals region. Not a single on-line publication deals with professional estimate
of economic parameters and investment
attractiveness of these or those companies
and institutions. The niche of rating agencies at the Urals is empty. Today any agency
can enter the rating service market having
increased the intension of information
processing.
To sum up it is possible to conclude that
the e-media of Ekaterinburg, despite having many existing players, is continuing
its rapid development. There won’t be any
serious changes in the next 2-3 years.

Mikhail BATURIN
Began working in mass media at the age of 16. Was a correspondent for the papers Okno, Na
smenu!, Podrobnosti, Oblastnaya Gazeta, and Chief Editor for Uralskaya Zhizn and Capital. He was
also a member of the board of IA Region-Inform. Since March 2007 he has been the head of IA
European-Asian News. He has a great deal of experience in organizing advertising and PR campaigns,
and has participated in a number of election campaigns.

SWOT
Strengths
Ekaterinburg ranks among the top three regional centers of Russia in
terms of the number of magazines published
55 It is planned to switch over to digital radio broadcasting which will encourage the development of interactive and mobile television and allow
the number of stations broadcast in the city to increase from 17 to between 40 and 50
55

Weaknesses
The market of inner-city and weekly newspapers is underdeveloped
55 Any increase in the number of radio stations is impeded by the insufficiency of advertising budgets necessary needed to make the launch of
new stations viable
55
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Opportunities
55 The underdevelopment of the city newspapers market means there is still
room in the market and potential opportunities for potential investors.
55 The region’s TV guides market is rapidly growing, something that has already attracted national players to enter the market
55 High quality cable television systems are already proving economically
beneficial. As new services become more integrated (such as broadband
internet access with data transfer services), the economic potential of
cable TV is continually growing
Threats
It takes a new station two years to achieve the desired levels of programming and advertising output

55
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TOURISM and
recreation
55 With 19 theaters and 27 museums,
Ekaterinburg is considered by many the
cultural capital of the Urals
55 There around 130 cafes, 20 large
restaurants, 13 fast-food restaurants,
26 canteens, 9 coffee-houses and 12
large bars
55 Ekaterinburg is the main entertainment
center of the region. There are 49 night
clubs and 23 casinos
55 Ekaterinburg is home to 70 hotels
of varying size, which have anything from
three to several hundred rooms

Tourism and Recreation
Aaron Schneider, Intern, Economics Division, MARCHMONT Capital Partners

Tourism and Entertainment

In addition to providing a convenient hub from which to explore the Ural Mountains or a stopping point on the
Trans-Siberian railway, Ekaterinburg is a city that is well worth visiting in its own right. Local government is
committed to investing heavily into the tourist industry in Ekaterinburg, and while the city may not boast the
ancient fortresses and 14th century churches of the cities of European Russia, there is much to attract the visitor.
Ekaterinburg is the border between Europe
and Asia, and has two nearby monuments
showing the exact “border.” Ekaterinburg
is also the site where the last Tsar and his
family were executed after the Revolution,
and a church now stands where they met
their unfortunate end, while a monastery
marks where their bodies were originally
buried. For those with less macabre interests, the city boasts 19 theaters and 27 museums, as well as a large number of restaurants, cafes, and coffee shops and an active
nightlife. The City also boasts some lovely examples of 18th and 19th century Russian architecture.
For travelers interested in venturing
further a field, the Sverdlovsk Region
has many impressive and interesting sites
and activities to attract the tourist. These
include the Region’s 16 ski resorts with a
total of 63 pistes. The region also boasts
the impressive Kungur Ice Cave, a number
of interesting towns with monasteries and
churches, and a large number of nature
preserves with impressive natural beauty.

Museums and Theaters
Ekaterinburg’s 19 theaters and 27 museums
offer something for everyone. Travelers
with children may want to stop at the “Wonderland” puppet and children’s books muse-

um, while those more interested in military
history may want to visit the “Regional Museum of Airborne Troops.” Tourists planning on spending some time exploring the
natural beauties of the Urals may be interested in stopping off at the “Museum of Ural
Nature,” which may give them an idea of
what to look for on their hikes. In addition
to these museums, there is, of course, the
museum of fine arts, an extremely interesting museum of historical photographs, and
a number of other museums dedicated to
various writers, historical figures, and even
the mineral wealth of the Urals.
For those more interested in music and
drama, Ekaterinburg also has plenty to
offer. The Ekaterinburg State Academic
Theater of Opera and Ballet has regular
performances and is worth visiting for the
beauty of the building itself. There are also
a number of theaters drama, various dance
troupes, and, of course, a puppet theater.
In addition to Ekaterinburg’s 19 theaters,
the city also has an impressive circus.

Hotels
When it comes to accommodation, visitors
to Ekaterinburg certainly do not lack for
choice. The city has approximately 70 or
so hotels. Many of these are tiny establishments with as few as three rooms. At the

other end of the spectrum is the soon to be
opened Hyatt Regency, which will have 301
rooms and boast all amenities that customers have come to expect from the international chain. Also in the luxury market is
the impressive and established Atrium Palace Hotel. The South African chain Protea
Hotels is also planning on opening a hotel
in Ekaterinburg later this year, and a modern Park Inn, managed by Rezidor, who
also manage the Radisson Hotel chain, is
also available.

Restaurants, Bars, and Nightlife
Ekaterinburg boasts a fairly reasonable
number of cafes, restaurants, bars, and
clubs. There are approximately 130 cafes
in the city, at least 15 to 20 major restaurants, 13 fast-food places, 26 canteens, 9
coffee shops, and 12 major bars/pubs. The
city also has 49 nightclubs and 23 casinos.
While the restaurants may not boast a tremendous variety of different cuisine, there
are plenty of excellent choices available
from large chains like Tinkoff and Il Patio,
to Jewish food at the Trans Hotel, Mediterranean food at Port Stanley, and host
of other options including: French, Italian,
Lebanese, Japanese (with the obligatory
sushi), and Russian.

Hotel List:
Name of Establishment

Website

Number of Rooms

Prices, €

4 Seasons

www.hotel.uralregion.ru

4

92+

Akvamarine

–

29

70+

Alexandrovsky Park Hotel

www.parkhotel–ural.ru

11

142+

Antey Hotel

www.antey–e.ru

7

109+

Atlantik Hotel

www.atlantichotel.ru

125

88+

Atrium Palace Hotel

www.aph–ural.ru

131

250+

AVS Hotel

avs.hotel.ru

120

41+

Bolshoy Ural

–

360

45+

City-Hotel

www.ekaterinburg.tv

23

62+

Dinamo Hotel

www.biatlon–eka.ru

180

25+

Ekaterinburg-Tsentralny

http://hotelcentr.ru/eng/

88

100+

Ekaterininskaya Hotel

–

51

80+
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Hotels
Name of Establishment

Website

Number of Rooms

Prices, €

Elem Hotel

–

12

110+

Eurohotel

www.en.eurohotel–ural.ru/section/1/

25

103+

Eurohotel South

www.eurohotel–ural.ru

23

69+

Fort Hotel

www.fortural.ru

9

92+

Gallant

–

6

80+

Gold-Platinum Hotel

www.hotel66.ru

32

75+

Grad Madrid

–

28

70+

Grande-Avenue Hotel

http://avenuehotel.ru/eng

90

95+

Hermitage

www.utalregion/hermitage/

24

79+

Home Hotel

www.homehotel.ru

36

88+

Hotel Suite

www.hotel–mini.ru

16

86+

Hyatt Regency

www.hyatt.com

301

*June 2008

Inter Hotel

–

10

89+

Iset Hotel

www.isethotel.ru

81

95+

Izumrud

–

43

120+

Izumrud-Hotel

www.2r.ru

42

71+

Kolosok

www.hotel–okt.ru

10

54+

Liner Hotel

e–hotel.narod.ru

168

69+

Luna-2000

www.luna2000.ru

38

89+

Magister Ekaterinburg

www.hotel–magister.ru

22

151+

Medrelax Hotel

–

3

78+

Moskovskaya Gorka

www.mosgorka.ru

141

99+

Oktyabrskaya Hotel

www.hotel–okt.ru

66

96+

Park Inn Ekaterinburg

www.ekaterinburg.rezidorparkinn.com

160

156+

Premier-Hotel

http://premier–hotel.ru/index.html

19

138+

Protea Hotel Ekaterinburg

www.proteahotels.com

Unknown

* Late 2007

Protex Hotel

www.protex–otel.ru

22

89+

Respect-Hall Hotel

–

5

99+

Rings Hotel

–

22

106+

Siberia

–

11

52+

Sokol

–

3

92+

Sverdlovsk

www.sv–hotel.ru

379

55+

Taganskaya

www.taganka–e.ru

120

49+

Tea Rose

www.tesrose.ru

7

72+

Transagentstvo

–

11

67+

Transhotel

–

39

155+

Uktus

www.hoteluktus.ru

57

45+

Ural Court Hotel

www.urdvor.ru

15

103+

Ural Hotel Ekaterinburg

–

55

120+

Vega

www.vega.ur.ru

3

85+

Vizavi Hotel

www.vizavi–hotel.ru

58

92+

Vnesh-Service

www.uralholding.ru

10

75+

Voznesensky Hotel

www.v–hotel.ru

68

123+

Zelenaya Roscha

www.greenhotel.ru

122

60+
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Tourism and Recreation
Vladimir Burykin,
Director of concert organizing firm Profile

Concert Profile of the City
Within any city living standards can be assessed against a range of criteria.
Shop prices, statistic reports, the number of citizens taking holidays abroad.
But there is another way – by looking at the sorts of cultural events the city is home to.
In this respect most other Russian cities
can look up to Ekaterinburg, where concert organizing firms have been developing
steadily for a long time now. Entertainment
and cultural events held here come in all
shapes, sizes and themes, from small corporate parties and commercial presentations to large festivals and open-air events.
These events, along with calendars of the
city’s concert halls, theaters and numerous
other cultural institutions, form an integral
part of Ekaterinburg life.
Today’s cultural and entertainment scene
in Ekaterinburg really began in the 1990s.
During Soviet times concerts, for example,
were the remit only of philharmonic halls.

Every artist that wanted to perform had to
go through tariff classification procedures
which would decide his or her wage scale,
usually between 25 and 80 rubles. But
times changed; philharmonic halls found
they couldn’t cope with the growing music
business and artists refused to work for a
pittance any longer. Demand nonetheless
increased for quality entertainment but
Ekaterinburg’s concert halls were not suitable for large-scale shows and gala performances. Eventually city officials pledged to
improve entertainment in Ekaterinburg to
a level a city of its size deserved.
When Profile began it found itself in a
market practically monopolized by former

Philharmonic chiefs and Komsomol officials.
Undeterred, it accumulated experience,
established a network of connections and
set up a client database. The company was
set up with authorized capital of just 10,000
rubles but has since grown to become one
of the leading entertainment agencies in the
Urals. Today the firm organizes more than
50 concerts every season and is involved
in every part of an event’s process. This
includes selecting venues, supplying sound
and lighting equipment, transport support,
organizing press conferences with local
media and organizing professional photo
and video shoots.

Igor Tashkinov, General Director, RGT Restaurant Chain

Secrets of competitiveness
Today in Ekaterinburg, VIP and medium-priced restaurants, fast-food outlets and food halls are
popular and in demand. When deciding on its pricing policy, a restaurateur first and foremost takes
into account his business’s location.
For example, a fast-food outlet and a medium-priced cafe are suitable choices for
a shopping mall in a residential neighborhood, while restaurants of so-called “medium plus” and VIP category are suited more
to exclusive, higher priced malls.
Pricing aside, the market of eating out
is increasingly represented by chains who,
on account of their size, are better placed
to stave off competition than individual
enterprises. This is true among all kinds of
eateries at different levels.
My chain is made up of mainly reasonably-priced cafes specializing in Russian
cuisine. The market today is satiated with
luxury restaurants but there is still an in-

sufficient number of medium-level eateries
and fast-food outlets. There are also not
enough cafes in residential districts, and
in response to that I opened three eateries
exactly there.
I began in the restaurant business back
in 1993 just after the old economy collapsed
and a new one arrived in its place. We were
one of the first. Thanks to the President’s
Personnel Development Program my
wife - who is today a director of one of
my companies - and I were interns in the
USA, France, Sweden and the UK, and we
returned afterwards with a wealth of new
experience. Now I can see that the restaurant business in Russia has raised its level,

Igor TASHKINOV, General Director, RGT restaurant chain
In 1994 Mr Tashkinov opened his first eatery and today his RGT group includes well-known restaurants and cafes such as Meddvezhya Pad, Hitrovka, Jules Verne and Edelweiss. His Meddvezhya
Pad restaurant won an award under the nomination of Best Theme-Based Restaurant at the Zolotoy
Zhuravl (Golden Crane) and Gostepriimstvo 2005 (Hospitality) awards. He is also the present (2007
– 2008) Regional President of Rotary Club of Ekaterinburg.
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and the more progressive proprietors in this
business know well that quality comes first
and also pay attention to service, cuisine
and interior design.
It’s hard to gage exactly what types of
restaurants and eateries will be profitable
in a particular location. Japanese restaurants have traditionally enjoyed success in
Ekaterinburg but now their future development is now in question, as maybe the case,
also, for Chinese restaurants. Coffee shops
and tea rooms are also losing popularity
but fast-food outlets, food halls and pubs,
meanwhile, are rapidly developing.
I have eateries of various categories,
from VIP level (Medvezhya Pad Restaurant)
to medium and “medium plus” level establishments and reasonably-priced summer
cafes. This means we cater for the whole
spectrum of clients, a variety that is, in essence, our competitiveness.

Hotels
Charles Otter, General Manager, Park Inn Ekaterinburg.

Hotel market is changing rapidly
The Park Inn Ekaterinburg is part of The Rezidor Hotel Group, one of the fastest growing hospitality
companies in the world. Park Inn brand belongs to the first international hotel group that is
extensively developing in the Russian and CIS market.

Today, Rezidor Hotel Group has 24 hotels
in operation and under development in
this emerging region – among them prestigious properties such as the Radisson SAS
Royal Hotel, the Park Inn Pulkovskaya and
the Park Inn Pribaltiyskaya (all three in
St. Petersburg), the Radisson SAS Slavyanskaya Hotel in Moscow, and the Radisson
SAS Hotel in Kiev.
The Rezidor Hotel Group as an established international hotel operator is a perfect partner for the Russian hotel owners
and administrative structures. With more
than 50 large cities that need international
standard accommodation Rezidor has
excellent potential for fast development
together with the Russian market in which
we strongly believe. We have all necessary resources and expertise to help the
hotel owners to develop new properties
or reconstruct the existing projects into
international standard hotels. The global
brand will bring not only financial rewards
to the owners but also put the city onto the
world map.
For Rezidor it is important to find strategic locations for properties and projects.
In some cities these locations are becoming
increasingly hard to identify or land costs
are reaching extremely high levels adding
significantly to development cost. Many of
the obstacles restricting development just a
few years ago, such as financing, now present less of a challenge since both local capital
and international interest are very keen to
enter into the Hotel Industry in Russia.
Today we have a great variety of investors
into our projects in Russia. The economic

emergence & subsequent stability in the
Russian Federation has had a direct impact
on Hotel investment. Our investment partners are domestic and international; they
are a mix of huge corporations, strategic
regional businesses, financial institutions &
funds as well as individual. Rezidor prides
itself on ensuring strong profitability at the
bottom line on all projects. The greatest
compliment we have is that having worked
with us on one project many of our investment partners actively seek new projects
with us for further investment.
In 2006 Rezidor Hotel Group opened
its first international, mid-market hotel in
Russia under the Park Inn brand, marking
the entry of the company in the mid-market
segment in this region. The project stands
out with its bright, fresh and vibrant interior dеcor and friendly staff. The newly built
hotel in Ekaterinburg served as a prototype
for further expansion of the Park Inn brand
in Russia.
We as professionals in the hotel business
work hard here at the Park Inn Ekaterinburg, we train, develop and help our people
succeed while providing a safe and secure
working environment. However, it should
not be underestimated that we have high
expectations of our staff to attain very
high levels of personal responsibility in approach to their jobs, their colleagues and
our customers.»
Park Inn Ekaterinburg was the first
«Park Inn Hotel» in Russia, and it was
our responsibility to launch The Rezidor
Hotel Group’s concepts including, 100 %
Guest Satisfaction, «Yes I Can», «Making it

First
international
chain hotel
in Ekaterinburg

98, Mamina-Sibiryaka street, 620075, Ekaterinburg
T.: +7 (343) 216 6000, F.: +7 (343) 216 6006
MARCHMONT
Investment Guide to Russia 2007, vol. I, #2
www.ekaterinburg.parkinn.com.ru

right» – these were unique in Russia and
are now firmly in place. The staff knows
that every month we are surveyed by our
customers and the pressure is on to ensure
that these service levels do not drop below
unacceptable levels.
The process of development would have
been more difficult without the support of
the local authorities. Here in Ekaterinburg,
praise and support must go to the Ekaterinburg City Administration. Their proactiveness and energy for us to develop has been
refreshing and encouraging; particularly
here in Ekaterinburg as the first and only
international hotel, it was a partnership
that developed and blossomed. The city certainly has understood the value of having
an international hotel that works within the
City to not only be a landmark but increase
the standards and expectations of service,
provide jobs and careers for the local community and at the same time ensure that
the hotel in the city becomes «the peoples
hotel» and making visiting the hotel accessible and welcome to all that visit it».
For us being the first international
hotel in a city such as Ekaterinburg was a
huge achievement. We know the market is
changing and our competitors are planning
to enter the market, – we welcome competition as we understand it only makes the
market bigger with positive implications on
the infrastructure of a city, other business
grow, airlines consider new destinations
and business travel and tourism grows at
the same time.

160 rooms,
visa support
for foreign
guests
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Tourism and Recreation
Porter’s Five Forces
Supplier Power:
Although there are technically no “suppliers” of tourists, cost of travel is probably the major impediment
in this sector. If plane and rail travel remain inexpensive, then people will travel. If Ekaterinburg
can offer them a reasonably affordable and enjoyable experience, then tourists will come. A further
dramatic increase in fuel costs could seriously impact this sector, as could adverse legislation making
it more difficult to get a Russian tourist visa or to
register with OVIR. Another major threat would be
an international recession or any other event which
impacts on people’s disposable income. Of course,
a strong Rouble will enable more domestic tourism
while reducing the number of foreign tourists, while
a weaker Rouble should see more foreign tourists and
fewer domestic ones.
Threat of New Entrants:
The threat of new entrants is medium to high. International hotel chains have obviously “discovered” Ekaterinburg, and if the planned Hyatt does well, then we
can probably expect more of the big players to consider setting up shop. There seems, however, to be a
large amount of existing competition within a number
of sub-sectors of the tourist industry in Ekaterinburg.
Particularly in the micro-hotel division and the tour
agency area, where barriers to entry are extremely

low. Given Ekaterinburg’s relatively small number of
non-business visitors, there is every possibility that
these sub-sectors could become saturated.
Substitutes:
Tourists visiting Russia as well as Russian domestic
tourists have a great deal of choice when it comes
to deciding where they want to visit and where they
want to stay. Ekaterinburg needs to have something
that will attract tourists away from Moscow, St. Petersburg, and Sochi.
Buyer Power:
Tourists visiting Ekaterinburg have an increasing
amount of power due to the expanding number of
hotels available, particularly at the top end. Real
budget travelers continue to have little choice, however, with most hotels remaining in the 100+ dollar
a night range. Tourists do have a great deal of choice
when deciding whether or not to add Ekaterinburg to
their itinerary when they visit Russia.
Rivalry:
As previously mentioned, certain sub-sectors within
the tourist industry risk saturation. There is a great
deal of potential for growth within the tourism industry here, and most sectors have plenty of room for
further development.

SWOT
Strengths
Ekaterinburg is a convenient location for tourists and backpackers trying to cross Russia to stop for a few days. Its position on the TransSiberian Railway, and its international airport meant that many travelers will necessarily wind up passing through this city during their trip
through Russia
55 The city also has an increasingly impressive array of options when it
comes to accommodation, and it is certainly the most reasonable base
for those wishing to explore the Urals. The city also has a charm all its
own, with a striking mix of architecture, and some great cultural and
historical attractions
55

Weaknesses
55 Ekaterinburg’s legacy as a center for mining and industry, and as a major
site of mafia warfare in the ‘90s have given the city a less than glamorous reputation. The city’s administration will have to work hard to get
the word out about Ekaterinburg’s many charming features
55 Many of the travelers on the Trans-Siberian, who are a natural tourist market for Ekaterinburg, do not break their trip there, but simply
go straight through from Moscow to Irkutsk. The ski runs are, from all
reports, a poor second to those in the North Caucasus, although there
is some talk that international firms may be interested in investing in upgrading the facilities at some of the resorts
55 Despite improving infrastructure, Ekaterinburg may remain more of an
attraction for business travelers than tourists.
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Opportunities
55 Ekaterinburg has a steadily improving infrastructure with more and more
connections to the outside world through Koltsovo Airport, as well as an
increasingly impressive array of up-market hotels
55 The city’s government is determined to attract more income from tourism
and seems keen to attract investment in the tourism sector
55 Nature tourism could offer the most potential for Ekaterinburg, with the
surrounding Urals containing an impressive array of natural splendor.
55 Modernization of the Sverdlovsk Region’s ski resorts, as well as an upgrade of the roads leading to them, could also help draw in tourists
Threats
Despite the city’s best efforts, it may prove difficult to spruce up Ekaterinburg’s reputation as a city of factories
55 The hassle involved in getting a Russian tourist visa, as well as the increasingly bad press that Russia is receiving at the moment, will probably
continue to deter many travelers from visiting
55 Drawing tourists away from St. Petersburg, Moscow, and the Golden
Ring cities may prove difficult
55 The city’s most natural tourist market is the hardy backpacker, particularly since the city receives a good write up in Lonely Planet
55 Cheap and cheerful options in the city remain limited as local government
continues to court luxury brand hotel chains
55

Useful Contacts
Company
Plenipotentiary of Russia’s President in the Ural Federal District
Governor of the Sverdlovsk Region
Mayor of Ekaterinburg
AGROPROMCREDIT
AK-BARS
ALFA-BANK
Bank of Moscow
SOYUZ
Bank24.ru
Regional branch of BINBANK in Ekaterinburg
Vneshtorgbank
VUZ-Bank
Gazprombank

Website
Official persons
www.uralfo.ru
www.rossel.ru
www.ekburg.ru
Banks
www.apkbank.ru
www.akbars.ru
www.ekaterinburg.alfabank.ru
www.mmbank.ru/region/ek/

GRAN
Dragotsennosti Urala (Urals Treasures)
Ekaterinburg Municipal Bank
MDM-Bank-Ural
Ekaterinburgsky (branch of Impexbank)
KMB-BANK
RAIFFEISEN AUSTRIA

is.ru
www.bank24.ru
www.binbank.ru
www.vtb.ru
www.vuzbank.ru
www.gazprombank.ru/ekaterinburg/
www.granbank.ru
www.kbdu.ru
www.emb.ru
www.mdmural.ru
www.impexbank.ru
www.kmb.ru
www.raiffeisen.ru

ROSBANK
Ural branch of Sberbank RF
GUBERNSKY
Svyaz-Bank
Severnaya Kazna Bank (North Treasury)
Citibank

www.rosbank.ru
www.uralsbank.ru/
www.sgbank.ru
www.sviaz-bank.ru
www.kazna.ru
www.citibank.ru

TransCreditBank
Uralprivatbank
URALSIB BANK
Ural Bank for Reconstruction and Development
URSA Bank
Uniastrum Bank
Managing Company
Eurogreen
Troika Dialog
Brokercreditservice (Ekaterinburg branch)
Unicom Partner
Translator Association’s Business Bureau
EasyGo
Uraltranslate
Brighton
Eurospace
Interservice
Magnet
Oxford Center
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www.tcb.ru/articles/ekaterinburg.
shtml
www.upb.ru
bank.uralsib.ru
www.ubrr.ru
www.ursabank.ru
www.uniastrum.ru
Selected Managing Firms
www.azkapital.ru
www.eurogreen.ru
am.troika.ru
www.bcs.ru
www.unicompartner.ru
Selected Translation Services
www.perevodural.ru
www.easy-go.ru
www.uraltranslate.ru
–
www.eurospace.k66.ru
www.interser.ru
www.magnet.ur.ru
www.oxford.sky.ru

Telephone
+7 (343) 378-95-29, 378-95-27
Fax: (343) 377-77-01
+7 (343) 217-87-17
+7 (343) 355-29-90
+7 (343) 371-17-56
+7 (343) 260-62-00
+7 (343) 365-59-75
+7 (343) 359-42-61
+7 (343) 216-69-30
+7 (343) 222-22-22, 800-200-00-24
+7 (343) 378-15-95
+7 (343) 217-81-00
+7 (343) 378-78-44
+7 (343) 212-16-04
+7 (343) 355-96-96
+7 (343) 349-00-00
+7 (343) 377-66-44
+7 (343) 350-20-10
+7 (343) 350-54-74
+7 (343) 379-35-53
+7 (343) 378-29-00, 379-29-09 (secretariat)
+7 (343) 228-36-30; (343) 228-36-32
+7 (343) 269-50-00
+7 (343) 295-03-03, 2-178-078
+7 (343) 359-04-20
+7 (343) 359-27-27
+7 (495) 725-10-00, 725-67-00, 8 (800)
200-38-38
+7 (343) 345-25-55
+7 (343) 376-27-00
+7 (343) 355-38-11, (343) 355-38-12
+7 (343) 264-46-44
+7 (343) 2-178-178, 8-800-2000-178
+7 (343) 217-90-75
+7 (343) 365-37-27
+7 (343) 3-777-132, 3-777-133
(800) 200-05-40
+7 (343) 376-55-55
+7 (343) 379-41-79
+7 (343) 254-31-05
+7 922 29 31 833
+7 (343) 269-29-77, 355-90-90
+7 (343) 371-98-65, 217-57-81
+7 (343) 355-16-12
+7 (343) 376-48-69
+7 (343)350-27-28
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Company
Perevodchick (Translator)
Translation Center
International Linguistic Center

Website

Telephone

www.translate-centre.com
+7 (343) 269-22-33
www.inplus.ru
+7 (343)375-74-58, 375-64-04
www.ilc-ural.com
+7 (343) 269-44-83, 269-47-27
Selected Consultancies
Jus-Cogens
www.jus-cogens.ru
+7 (343) 376-66-60, 376-46-58
KPMG
www.kpmg.ru
+7 (343) 359-60-70
MARCHMONT Capital Partners
www.marchmont.ru
+7 (343) 264-17-33
ANCOR Ekaterinburg
www.ancor.ru
+7 (343) 355-72-72
LYSTIC & PARTNERS - Ekaterinburg
www.uba.ru
+7 (343) 345-16-17
Z&G Intellectual Company
www.zg-company.ru
+7 (343) 213-33-45, 213-33-46
Associacia Nalogi Rossii (Taxes of Russia Association)
www.anr.ru
+7 (343) 378-93-33
Ekaterinburg Audit Center
www.usac.ru
+7 (343) 375-69-82
Incor Alliance
www.incoralliance.com
+7(343) 379 57 57
Logika Biznessa (Business Logic)
www.lbural.ru
+7 (343) 371-42-26
Noviy Audit (New Audit)
new-audit.scm.ru
+7 (343) 376-27-52
Optima
optima.abi.ru
+7 (343) 365-82-47
NB-Consulting
www.nbconsulting.ru
+7 (343) 379-79-10
Activniye Formi (Active Forms)
www.acfor.ru
+7 (343) 345-28-55
Aprait
www.aprait.ru
+7 (343) 375-94-04
Afina Pallada
www.afina66.ru
+7 (343) 379-57-67
Vosmaya Nota (Eighth Note)
www.8nota.ru
+7 (343) 375-38-80
Traectoria Rosta (Growth Prospect)
www.traectoria.ru
+7 (343) 222-22-22
Konsultacii e Upravleniye Biznessom (Consulting & Business Management)
+7 (343) 349-04-77
–
PROEKT LEADER (Project Leader)
www.proektleader.ru
+7 (343) 310-01-63
Ural-Germes
www.uralgermes.ru
+7 (343) 222-10-05
Bazis Intelligence Group
www.bazisgroup.com
+7 (343) 350-58-36
Higher School of Economics at the Russian Academy of Science’s Institute of www.veshk.ru
+7 (343) 220-99-80
Economics (Ural division)
Company-As
www.company-as.ru
+7 (343) 350-80-09
Selected Lawyers
DOM RUSSKOGO PRAVA (Home of Russian Law)
+7 (343) 371-42-02
–
Alfa-Pravo
+7 (343) 257-95-91
–
Gorodissky & Partners
www.gorodissky.ru
+7 (343) 359-63-83
LEV
www.lev-group.ru
+7 (343) 377-60-47
Magnat (Magnate)
www.magnatural.ru
+7 (343) 216-77-58
Sodbi
+7 (343) 212-99-72, 290-50-53
–
Chastnoye Pravo (Private Law)
www.urallaw.ru
+7 (343) 377-70-77
Slovesnov Evgeny Vladimirovich
advokat.ur2.ru
+7 902 879-64-04
Kapital
www.k-kapital.ru
+7 (343) 380-34-20
College of Lawyers of the Guild of Lawyers for the Sverdlovsk Region
+7
(343) 355-43-44
–
Selected Notaries
Dubovitskaya M.N.
+7 (343) 257–17–63
–
Ivaschenova S.N.
+7 (343) 375–75–93
–
Andreyeva V.I.
+7 (343) 376–55–69
–
Institute of Private Law
www.privatelaw.ru
+7 (343) 375–71–94
Notarial Chamber for the Sverdlovsk region
+7 (343) 374-38-70
–
Notarial Office
+7 (343) 353–07–93
–
Notarial Office
www.notarial.ru
+7 (343) 350–34–73
Notarial Office
+7 (343) 377–00–35
–
Selected PR, Advertising and Exhibition and Conference Organizing firms
Newton
www.newton-pr.ru
+7 (343) 376-68-61, 378-39-30
Predein & Partners
www.predein.ru
+7 (343) 290-24-98
Aristotel
www.aristotel.org
+7 (343) 375-77-88
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Useful Contacts
Company
Centrus
Metro-2000
Karina
Mandarin
MediaPilot
Mir Reklami (World of Advertisement)
Noviy Vek (New Century)
Uralskiye Vistavki – 2000 (Ural Exhibitions)
Inexpo
Intershow
ExpoMarket
«Expolink
Universalniye Vistavki (Universal Exhibitions)

Website

www.centrus.info
www.metro2000.ru
karina.ur.ru
www.mandarin.ur.ru
www.mediapilot.ur.ru
www.mirr.ru
www.noviyvek.ru
www.uv2000.ru
www.in-expo.ru
www.intershow.ru
–
expolink-company.ru
www.unexpo.ru
Travel and Booking Firms
Plane ticket booking office
–
Plane ticket booking office
–
Plane ticket booking agency belonging the Ekaterinburg-based Sputnik bureau www.sputnik-ekb.ru
of international tourism
Ural Airlines ticket booking office
www.uralairlines.ru
Plane and railway ticket booking office belonging to the Zima-Leto (Winter–
Summer) tourist agency
Plane and railway ticket booking office belonging to Fond Mira (World Fund)
www.fondmira.ru
tourist agency
Selected Taxi Firms
Ekaterinburg taxi
–
Taxi-Vista
www.vista-ekb.narod.ru
Taxi-Center
–
Taxi-Express
www.taxi-express.ru
Taxi-Gorod (City)
www.gktr.ru
Taxi Vostock (East)
–
Tri Taksista, Tri Gazeli (Three Taxi Drivers in Three GAZelle Mini-Buses)
–
Taxi VIP-Auto Ekaterinburg
www.vipauto2007.narod.ru
SPAS
www.spas.ur.ru
Avtosluzhba Jaguar (taxi service)
–
Gepard (Cheetah)
–
Autograd
www.autograd.org
Duna
www.taxiduna.ru
«Дюна», транспортная компания
www.taxiduna.ru
Selected Hotels
Atrium Palace Hotel
www.atriumhotel.ru
Park Inn Ekaterinburg
www.ekaterinburg.parkinn.com.ru
Transhotel
–
Senator Business Hotel
www.hotel-senator.ru
Grand Avenue
www.avenuehotel.ru
Iset
www.hoteliset.ru
Voznesensky
www.v-hotel.ru
Oktyabryaskaya
www.hotel-okt.ru
Uralotel
www.uralotel.ru
Rings Hotel
–
Moskovskaya Gorka
www.mosgorka.ru
Ekaterinburg Centralny (Central Ekaterinburg)
www.hotelcentr.ru
Vizavi
www.vizavi-hotel.ru
Luna 2000 (Moon)
www.luna2000.ru
Domashny (Home) Hotel
www.homehotel.ru
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Telephone
+7 (343) 269-91-14
+7 (343) 217-90-34
+7 (343) 246-99-97
+7 (343) 355-41-06
+7 (343) 378-31-51
+7 (343) 378-80-19
+7 (343) 233-77-40
+7 (343) 355-51-95
+7 (343) 243-05-76
+7 (343) 257-04-04
+7 (343) 374-95-02
+7 (343) 375-38-64
+7 (343) 355-01-42
+7 (343) 222–25–25
+7 (343) 310–01–00
+7 (343) 359-83-00, 355-00-46
+7 (343) 217-90-17, 800-2000-262
+7 (343) 216-16-22
+7 (343) 214-77-77, 214-77-77

+7 (343) 339–90–87
+7 902 272–75–30
+7 (343) 222–20–56
+7 (343) 290–29–00
+7 (343) 264–17–94
+7 (343) 355-55-57
+7 (343) 260-06-00
+7 (343) 222–00–51
+7 (343) 000
+7 (343) 213–95–05
+7 (343) 373–59–73
+7 (343) 229–36–36
+7 (343) 222-29-92
+7 (343) 222-29-92
+7 (343) 359-60-00
+7 (343) 216-60-00
+7 (343) 355-12-13
+7 (343) 228-38-38
+7 (343) 378-34-34
+7 (343) 350-69-43
+7 (343) 379-35-35
+7 (343) 374-15-95
+7 (343) 371-13-33
+7 (343) 320-53-89
+7 (343) 310-00-30
+7 (343) 350-05-97
+7 (343) 381-50-27
+7 (343) 262-39-86
+7 (343) 267-47-77
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Company
Zoloto-Platinovaya (Gold-Platinum)
Hermitage
City Hotel
AVS HOTEL
Bolshoy Ural (Great Ural)

Website

www.ekt.hotel.uralregion.ru
www.rest66.ru/hermitag
–
www.avshotel.ru
www.hotel.uralregion.ru
Selected Pizzerias and Sushi Bars which Deliver
Pizza House
www.pizzahouse.su
Doca-Pizza
www.rodonit-group.ru
Master-Pizza
–
American Hot Pizza
–
Mozzarella
–
Pan-Pizza
–
Pizza House (unrelated to the above of the same name)
www.ph-ek.ru
Pizza Nova
–
Univerfood
juicemaster.ru
Moretti
www.em-sam.com
Dolce Vita
www.dolcevitapp.ru
Gradara
www.malachite.ru
IL Patio
www.rosinter.ru
Pir (Feast)
–
SeaZone
–
Mac-Peak
www.malachite.ru
Em Sam (Eating On My Own)
www.em-sam.com
Sunday
www.malachite.ru
Wasabi
–
Sushi-Co
www.malachite.ru
«Суши-Ко», суши-бар
www.malachite.ru
Selected Exhibition Halls and Galleries
Russia
–
Khram-Na-Krovi Gallery (Temple-On-Blood)
–
Ekaterinburg Gallery of Modern Art
–
Gamaun
www.centrgamaun.ru
Union of Russia’s Artists
–
Aquagallery
–
Para Ram
www.pararam.com
Kapital
www.kapital.usp.ru
Museum of Stone Cutting and Jewelry-Making Art
www.stone-cutting.e-burg.ru
RTE-Ural
www.rte-expo.ru
Uralexpocenter
www.uralex.ru
Ekaterinburg Museum of Fine Art
–
Russkiye Samocevety (Russian Gems)
–
Concert Halls
Sverdlovsk State Academic Philharmonic Hall
–
Kosmos (Space)
–
Ekaterinburg Circus
–
Musorgsky Ural State Conservatoire
www.uscon.ru
Dvorets Sporta (Sport Palace)
–
Dvorets Molodezhi (Youngsters' Palace)
–
Dvorets Igrovikh Vidov Sporta (team Sports Palace)
–
Ambulance services
Ambulance station
–
Municipal ambulance
–
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Telephone
+7 (343) 375-40-22
+7 (343) 375-36-36
+7 (343) 216-68-26
+7 (343) 337-87-71
+7 (343) 350-68-96
+7 (343) 291–91–91
+7 (343) 233–55–95
+7 (343) 251–87–26
+7 (343) 228–11–98
+7 (343) 210–54–60
+7 (343) 261–38–86
+7 (343) 261–61–77
+7 (343) 375–16–70
+7 (343) 379–57–13
+7 (343) 350-01-55
+7 (343) 365–87–77
+7 (343) 371–31–20
+7 (343) 377–61–03
+7 (343) 374–07–00
+7 (343) 216–67–27
+7 (343) 371–68–98
+7 (343) 350-01-55
+7 (343) 379–33–55
+7 (343) 350–06–55
+7 (343) 218–65–80
+7 (343) 218–65–80
+7 (343) 347-47-37, 347-18-32
+7 (343) 371–61–68
+7 (343) 358–99–96
+7 (343) 371–55–76
+7 (343) 261–70–97
+7 (343) 257–40–48
+7 (343) 350–11–49
+7 (343) 376–57–72
+7 (343) 371–24–62
+7 (343) 217–90–69
+7 (343) 379–32–32
+7 (343) 376-30-47
+7 (343) 371 16 84
+7 (343) 371-46-82
+7 (343) 371-37-11
+7 (343) 222-95-22
+7 (343) 371–68–69
+7 (343) 212-17-75
+7 (343) 371-15-68
+7 (343) 240-59-25
+7 (343) 376–16–00
03

