For more than 1000 years Tatarstan
has been building on its rich legacy
as one of the world’s great mercantile
centers. With such dazzling architecture, natural beauty and legendary
history it’s easy to forget that Tatarstan has always been an engine of opportunity.
Fueled by its tremendous oil, petrochemical and automotive industries,
you’ll read how the region is using
its black gold to develop sustainable,
long-term strategies to keep its economy diverse and vibrant.
Although manufacturing reigns supreme here, there’s world-class innovation going on too. This issue is filled
with company profiles about pioneering firms developing everything from
parachutes that save the plane as well
as the passengers, Russia’s first biofuel plant to patented technology that
reclaims chemical by-products worth
$73/kilo.
Business stories like these are what
makes Marchmont’s Investment Guide
so exciting to create and I hope, to
read. I look forward to hearing your
comments.
Sincerely,
Kendrick D. White
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t r a n s p o r t a n d l o g i s t i cs
Geographically, Tatarstan is right where the action is – in the
middle of the European part of Russia. But infrastructure needs
massive investment. Regional officials are racing to catch up.
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Dear readers!

Ilsur Metshin, Mayor of Kazan
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I’m glad to welcome you on behalf of the hospitable residents of Kazan, the capital of Republic of
Tatarstan, which recently celebrated its 1000th anniversary!
Historically formed at the junction of two cultures Kazan became a place where Europe and Asia
meet. There are architectural and cultural monuments from the ancient Bulgarian, Golden Horde,
Khan, Russian and Soviet periods here. Around one million tourists visit Kazan every year. The larg‑
est mosque in Europe and an orthodox cathedral are located side by side inside the Kazan Krem‑
lin. Kazan is home to a Christian shrine worshipped by pilgrims all over the world – the icon of Our
Lady of Kazan, also called Theotokos of Kazan, which was returned from the Vatican to Russia by
Pope John Paul. To receive these pilgrims and tourists from all over the world an International Pil‑
grim Center is being developed.
In 2005 Kazan celebrated its 1,000‑year-old anniversary. The capital of Tatarstan is a member of
seven international organizations: UN, UNESCO, Council of Europe, United Cities and Local Gov‑
ernments, Organization of World Heritage Cities and others. A unique historical monument, the Ka‑
zan Kremlin, is included on the UNESCO list of World Heritage sites.
The city is famous for its universities: 37 higher education establishments with more than 150,000
students. Kazan State University is 200 years old – it is the oldest in Russia. Kazan also has a well
developed sport infrastructure: the Tatneft-Arena ice palace, Basket Hall indoor arena, and a foot‑
ball / athletic arena, the Trudovye Reservy stadium.
The economy of Kazan is developing dynamically. The gross regional product has increased by
three times over the last five years and reached $7bn in 2006. Major Kazan companies are Kazan‑
orgsintez (over 37 % of all Russian polyethylene, a large exporter), Kazan Helicopter Plant (helicop‑
ters Mi-1, Mi-4, Mi-8, Mi-14, Mi-17 are exported to more than 80 countries) and the unique aircraft
building complex Gorbunov KAPO, Kazancompressormash (manufacturing compressor units). Ka‑
zan was chosen as one of only six Russian cities to set up an IT technopark under the framework of
an RF Government Program. International company Cisco Systems set up a regional network acad‑
emy for training IT experts.
Kazan is also an investment leader in Russia. Since 2000 total investment volume has risen by
five times and reached $3bn in 2007. The investment volume per capita is double the average Rus‑
sian rate in 2006. The advantages of our city have already been confirmed by such large interna‑
tional companies as IKEA, Metro Cash and Carry, OBI, Efes Pilsener, IBM and Hewlett Packard. Ka‑
zan is even ahead of Moscow in terms of modern retail premises per capita and very close to the
rate in West European capitals.
Kazan has implemented a unique housing program for Russia and the whole world – our Program
on Liquidating Obsolete Housing. More than 30,000 families have been moved to new apartments
for free. This plan has also helped improve the investment attractiveness of Kazan’s business center.
New construction sites, supplied with engineering infrastructure, are ready to be developed right
in the heart of the city’s center.
The city has attracted world famous architects to increase investors’ interest. Barcelona’s Chief Ar‑
chitect Jose Asebillo has developed the concept of renovation and construction development of Old
Tatar Sloboda of Kazan. Eric Van Egeraat, a famous Dutch architect, (ranked 6th among the world’s
top architects), designed our new $80m National Library – a project that combines everything new
in the world architecture and construction.
In 2007 the NBBJ group of companies began a project on the right bank of the Kazanka. And the
new reconstruction of the Kazan Zoo was developed by the Atkins Instittute, together with the Zo‑
ological Society of London
In December 2007 Kazan was recognized as the best municipal entity in the country among 700
cities from 74 RF regions. Our investment policy aims at creating stable transparent rules of busi‑
ness for investors, effective use of human potential and creative ideas for the development of the
city’s economy!

Community leaders
Ainur Ideldinov, Director, state non commercial organization Venture Investment Fund of Tatarstan

Supporting innovation from petrochemistry to medicine
The Venture Investment Fund’s mission is to increase the innovation potential of the Republic of
Tatarstan, to develop sci-tech products, to implement new progressive technology, to form new
approaches to the development of innovations as well as to support science-intensive SME’s.
In order to stimulate innovation activity
on the part of scientists, inventors, engi‑
neers, post-graduate students and univer‑
sity students as well as to promote intellec‑
tual achievements of specialists working in
the Republic’s sci-tech sector, the Venture
Investment Fund in cooperation with Tatar‑
stan’s Academy of Science have organized an
annual contest named the “Fifty Best Inno‑
vation Ideas for the Republic of Tatarstan”.
According to the cooperation agree‑
ment signed between the Venture Invest‑
ment Fund, Bortnik’s Fund and the Idea
technopark on July 26, 2006, Tatarstan
has also developed the innovation program
“Idea-1000.” According to the terms of this
program, the Venture Investment Fund and
Bortnik’s Fund jointly finance various proj‑
ects from $16,000 to $120,000.
With direct participation of the Venture
Investment Fund the Republic is now see‑
ing the appearance of new institutes per‑
taining to the innovation and investment
infrastructure. In 2005 our fund won a na‑
tional contest, which enabled us to create
a $32.5m fund to support venture invest‑
ment into small sci-tech businesses.
In 2006 the presentation prepared by the
Venture Investment Fund for the same na‑
tional contest won for the second time and
the Republic saw the creation of a $12m IT
Fund whose aim is to develop the infrastruc‑
ture of venture financing of small IT busi‑
nesses that undertake innovation projects.
At present the Venture Investment Fund
supports various innovation projects: we
provide investment loans acting as banks,
we offer subsidies to Republican business‑
es undertaking investment projects to cover
part of banking interests they have to pay,
we offer grants to R&D institutes.
Our Fund also participates in the real‑
ization of high risk venture projects con‑
cerned with commercialization of products
that are the result of R&D. Additionally the
Fund has worked out several programs tar‑
geted at support of small businesses. On
these programs the Fund cooperates with
local banks.
In order to make financing sources for
small businesses more affordable the Ven‑
ture Investment Fund established a leasing

company for local small business in October
2005. The company specializes in under‑
taking investment and innovation projects
for SME’s in priority sectors of Tatarstan’s
economy. The leasing company also financ‑
es start-up companies and individual entre‑
preneurs. One of the main criteria in mak‑
ing decisions about financing R&D is the
commercial potential of each project.
At present the Fund participates in the
realization of a large number of projects.
Their total value is $81m. They include such
sectors as machine building, aircraft manu‑
facturing, petrochemistry, medicine, food
industry, construction materials and agri‑
culture. Examples of our projects include:
solvent technology in processing crude bi‑
tumen and oil residue to get unoxidized bi‑
tuminous materials, use of last generation
absorbing agent CELOFORM in medicine,
construction of an integrated complex to
produce ammonia, methanol and granulat‑
ed carbamide.
The authors of many developments are
participants of various contests such as
the “Fifty Best Innovation Ideas for the Re‑
public of Tatarstan” and Idea-1000. As they
continue working on their projects they re‑
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ceive constant support and financing as
part of other events held with the partic‑
ipation of the Fund.
Today with a view to attracting institu‑
tional investors for mutual realization of
projects the Fund aggressively promotes
those innovative developments that partic‑
ipated in the “Fifty Best Innovation Ideas
for the Republic of Tatarstan” by arrang‑
ing their presentation at federal and inter‑
national exhibitions.
Many of these projects have taken part
and won the contest Innovations for Sus‑
tainable Development of the Republic of Ta‑
tarstan and also participated in the Second
Regional Venture Fair that was held in Ka‑
zan on July 10 – 11, 2007.
As we see it, the participation of the au‑
thors of innovative ideas in the contest “Fif‑
ty Best Innovation Ideas for the Republic of
Tatarstan” and other similar events gives
them a chance not only to meet new po‑
tential partners for the future realization of
their projects, but also teaches them how
to present their developments in the right
way from the point of view of a potential
investor, and finally, how to demonstrate
their competitive advantages.
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Shamil Ageyev, President, Chamber of Commerce and Industry of the Republic of Tatarstan

Healthy competition begins with business transparency
Investors are wary when the rules of the game constantly change. That is why organizations like
Chambers of Commerce are critical. Healthy competition happens only when all market players have
a level playing field and the rights of entrepreneurs are protected.
Fifteen years ago President Shaymiyev sup‑
ported the idea of creating the Chamber of
Commerce and Industry in the Republic of
Tatarstan. Today this organization unites
1,200 business leaders, ranging from small
entrepreneurs to directors of industrial gi‑
ants. Our Chamber sees its mission in pro‑
tecting the rights of entrepreneurs, regu‑
lating relationships between business and
authorities and developing foreign econom‑
ic links. But more often than not members
of our Chamber perceive this organization
as the place where they can come to in seek
help in resolving their problems, where they
can find understanding and compassion
from their colleagues as well as good prac‑
tical pieces of advice on how to effectively
overcome this or that hardship.

out over 1,500 free consultations; issued
64 reports on force-majeure conditions
and foreign trade contracts; rendered le‑
gal services to over 500 entrepreneurs and
has prepared documents for 70 companies,
bringing their cases either to a court of ar‑
bitrage, to a regular court or to the Interna‑
tional Commercial Arbitration Court.
Additionally, in order to simplify the
procedure for settling various conflicts our
Chamber has concluded special contracts
with the Cabinet of Ministers, the Feder‑
ation of Trade Unions, the Association of
Businesses and Entrepreneurs, the Arbi‑
tration Court, customs, municipal author‑
ities of cities and districts as well as with
the Panel of Appraisers and other official
institutions.

Arbitration solves problems

Supporting innovation

We define one of our primary tasks as
promotion of modern, transparent ways
of doing business. For example, we have
achieved some concrete results in promot‑
ing an arbitration tribunal as an econom‑
ically effective and quick instrument for
resolving various economic disputes with‑
out involving appeal or supervising author‑
ities. This institution also helps members
protect their intellectual property and com‑
mercial secrets. Over the last three years
the legal center affiliated with the Cham‑
ber of Commerce and Industry has carried

Another important function of our Cham‑
ber of Commerce and Industry is to provide
legal expertise to support small business‑
es and innovation activity in Tatarstan. In
many instances we have been initiators of
changes in the Republic’s laws which par‑
ticularly concern taxation procedures for
small organizations.
Very often entrepreneurs come to us
with requests to help them receive bank
loans. In particular, our specialists both in
Kazan and other cities and towns of the Re‑
public such as Naberezhiye Chelny, Alme‑
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tyevsk, Nizhnekamsk and Elabuga, carry
out expert evaluations of different invest‑
ment projects in order to determine what
kind of support they need for further re‑
alization. We also help promote products
manufactured in Tatarstan: in 2007 our
Certification Department issued around
8,000 certificates of origin which enabled
Tatarstan manufacturers to get preference
when exporting their products to foreign
countries.
Another task pursued by the Chamber
of Commerce and Industry is to establish
effective cooperation between large and
small businesses to help realize the Repub‑
lic’s plan for creating business clusters. We
have already signed contracts with some of
the largest businesses in the region.
We have a lot of other functions. For ex‑
ample, a very important function is infor‑
mation support to businesses using internetbased technology. Our Business Education
Center organizes training and seminars on
these topics. We also have close ties with
Tatarstan’s Panel of Translators.
In conclusion it’s worth mentioning that
we see our primary task as creating equal
opportunity for all entrepreneurs. This ap‑
proach concerns participation in tenders,
renting or buying office space as well as
various property relations. Healthy compe‑
tition is possible only when all market play‑
ers have an equal working environment.

Community leaders
Klaus Rohland, Director and Regional Representative of the World Bank in the Russian Federation

World Bank's Tatarstan focus: strategy and social policy
The Republic of Tatarstan and the World Bank Group have a long history of successful cooperation
ranging from several federal and Kazan Municipal Development projects to introducing the
Development Marketplace for innovations of SMEs for sustainable development of the republic.
The value of the wide-ranging partnership
between the Bank and Tatarstan is high‑
ly recognized by the Republic’s leader‑
ship. As President Shaymiyev noted, “...the
World Bank is, first and foremost, a bank of
ideas, more than just a source of money…
the Bank promotes development in coun‑
tries and regions in accordance with global
standards. For the Republic of Tatarstan,
this aspect of the World Bank’s operations
is ever more important.”

Reforms need to be continued
To meet Russia’s remaining development
challenges at the regional level, the Bank
has refocused its operations and intro‑
duced new instruments for directly deliv‑
ering financial and analytical services to
the regions, without the need of sovereign
guarantees. This was the Bank’s response
to the call of the Russian Government and
President Putin, and one should emphasize
here the help from the Government from
the very beginning: and later, when it intro‑
duced changes to the legal and institution‑
al framework for the IFIs, including World
Bank Group members in Russia. The time‑
liness of such a cooperation cannot be em‑
phasized enough as further implementation
of reforms depends on the regions in many
areas. Despite budget surpluses at the fed‑
eral level, many regions still face consider‑
able challenges and need to improve munic‑
ipal services and infrastructure.

Refocusing activity for 2008
The end of last year marked a new stage of
cooperation between the Republic of Ta‑
tarstan and the World Bank Group by the
signing of new agreements on joint analyt‑
ical work: the first one defining the devel‑
opment strategy for the Kazan Internation‑
al Airport, the second conducting a survey
to monitor living standards, and the third
improving the environment for investment
and entrepreneurship in 10 municipalities
of the Republic.
The above-mentioned activities were
agreed in late summer 2007 during the
meeting of the Bank’s team with PrimeMinister of the Republic of Tatarstan
Rustam Minnikhanov, as well as with the

Minister of Economy Marat Safiullin, Min‑
ister of Transport and Roads Ildus Faskhut‑
dinov, Minister of Labor, Employment and
Social Safety Ayrat Shafigullin, and other
officials.
The Government of the Republic of Ta‑
tarstan solicited the Bank’s rapid assis‑
tance to design a medium-term develop‑
ment strategy for the Kazan International
Airport in order to promote it international‑
ly as a key regional gateway supporting Ta‑
tarstan’s economic growth, trade and tour‑
ism development.

Airport needs major upgrade
Despite a significant increase in domestic
traffic by Tatarstan Airlines and recent im‑
provements of the VIP passenger terminal,
the Government still faces the challenge to
position its airport as an important regional
hub. By international standards it is a rel‑
atively small regional airport in terms of
traffic flows, although attractive in terms
of growth rates. The focus of the Bank’s
support is sharing knowledge and interna‑
tional best practice gained during success‑
ful implementation of similar public/pri‑
vate partnership projects.

Social policy initiative

tarstan and to significantly strengthen its
position as one of the leading investment
centers in Russia. The Foreign Investment
Advisory Service (FIAS) – a joint project
of the World Bank and its sister organiza‑
tion, the International Finance Corpora‑
tion – will review administrative barriers
and assess investment attractiveness of 10
municipalities of Tatarstan.

A model of cooperation
Regional governments will also be engaged
through integrated programs that will in‑
clude general analysis, diagnostics, and
in the future, possible financial services.
These activities will provide models that
could be expanded to other regions at a lat‑
er date, with or without the direct partic‑
ipation of the Bank. In some regions, like
Tatarstan, the Bank’s assistance already
represents a scaling up, transfer and expe‑
rience of cooperation achieved at the fed‑
eral level. The Bank is proud to work with
the Republic of Tatarstan. We have offered
our services and advice and we have also
learned from the Tatartstan authorities. As
the republic develops its own specific de‑
velopment path for a better life and future
of its people, we are ready to expand our
cooperation.

Another area of cooperation is conduct‑
ing a household survey to monitor poverty
and general living standards in the Repub‑
lic. The survey will be comparable to the
ROSSTAT Russian Household Budget Sur‑
vey, but will significantly expand its scope,
coverage and representativeness. The sur‑
vey will also provide the Government with
an instrument for its concerted efforts in
effective budget performance management
and social policy implementation. Based on
findings of the survey, the Government and
the Bank will come up with key recommen‑
dations on how to work out a strategy for
poverty alleviation and social assistance for
the vulnerable sectors of the population at
the Republic’s municipal level.
The third item on the agenda is an agree‑
ment to conduct an investment and busi‑
ness climate assessment of the Republic in
order to better identify the new areas for
tapping into the investment potential of Ta‑
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Stephen Dalziel, Executive Director, Russo-British Chamber of Commerce

Tatarstan: where east really does meet west
There is a tendency in journalism to lapse into clicheé (look out for “it remains to be seen” or “time
will tell”, for example). And one that is frequently used, notably in articles about Istanbul, is that it
is the place “where East meets West”. To be honest, on my one visit to Istanbul I did not find this to
be the case; I felt myself to be a very foreign Westerner in a very Eastern environment. But the place
where I have felt relaxed and comfortable and where that meeting of minds from East and West really
does take place is Tatarstan.
My latest visit to Tatarstan was in May
2007, when I was invited by the European
Bank for Reconstruction and Development
(EBRD) to chair two sessions at their An‑
nual Meeting. The Bank’s decision to hold
their Meeting in Tatarstan was a bold one,
and one to be applauded. For some time
the EBRD has been telling Western busi‑
ness which is seeking a place in the Russian
market to “go to the regions”. Not only did
the Bank do that in a very visible way, but it
chose a region which embodies much about
the new economic and social reality which
is spreading through Russia following the
dark days of the chaos of the 1990’s.
Tatarstan could see its geography as
both a blessing and a curse; yet the Repub‑
lic has seized the opportunities presented
by the blessing and made light of any hint
that there may be a curse. Tatarstan is oilrich. Prudent management of this resource
has made the local oil company, Tatneft, a
serious and highly respected player on the
state-dominated oil market throughout Rus‑
sia. And Tatarstan is at a key communica‑
tions hub for Russia. It is not simply a case of
East meets West as trains pass through the
Republic to and from Siberia. North meets
South as key freight traffic is carried up and
down the mighty Volga River.
It is the Volga River which leaves a deep
impression on the visitor to the capital of
Tatarstan, Kazan. On my first visit to Tatar‑
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stan, in 1991, I travelled by train from Mos‑
cow. The tedious, 14‑hour journey sudden‑
ly became worth it when I caught my first
sight of the Volga and saw the view of the
Kazan Kremlin on the far bank.
That view has now been enhanced by
the construction of the magnificent KulShariff Mosque, part of the celebrations of
the thousandth anniversary of the found‑
ing of the city, which were held in 2005.
The building of the Mosque – and indeed,
the very name of the Republic – poses the
question as to whether Tatarstan’s loca‑
tion could be considered a curse. The suf‑
fix “stan” comes from the ancient Per‑
sian, and means “land of”. But Tatarstan
is separated from most of the other Islam‑
ic “stans” (such as the former Soviet repub‑
lics of Central Asia, Afghanistan and Pak‑
istan; it does have as its neighbour to the
east, though, another Russian republic,
Bashkortostan).
It is an indication of a victory in one
“battle” that Tatarstan is so-called now: a
battle with the official atheism of the Sovi‑
et Union, which saw the Republic called Ta‑
tariya. But an Islamic republic in the heart
of Russia could have seen itself go out of
the frying pan and into the fire when state
atheism was superseded by the dominance
of the Russian Orthodox Church over the
spiritual life of the country. It is a credit to
the leadership both in Kazan and Moscow

that Christianity and Islam genuinely live
in harmony side by side; the juxtaposition
within the Kazan Kremlin of the Kul-Shar‑
iff Mosque and Cathedral of the Annunci‑
ation is a vivid testimony to this.
The question of leadership in Tatarstan
is a controversial one. President Mintim‑
er Shaimiev was one of the first to benefit
from a change in Russian law which per‑
mitted local leaders to be elected for more
than just the two terms by which the Pres‑
ident of the Russian Federation is bound.
Vladimir Putin had to step down as Russian
President in 2008, after eight years in pow‑
er; but Mr Shaimiev goes on and on: he was
first elected in June 1991, and was re-elect‑
ed in 1996, 2001 and 2005.
This poses a question, perhaps, as to Ta‑
tarstan’s respect for democracy. But clear‑
ly one reason why the people of Tatarstan
have continued to elect Mr Shaimiev is that
the economic benefits and rise in the stan‑
dard of living which have come about dur‑
ing his time in power are tangible.
When I visited Kazan in July 1991 the city
was run down and corruption was not just
rife but blatant. I went to Tatarstan again in
the autumn of 1991 and also a year later. In
October 1992, I was there on national day,
when a suggestion of Islamic militancy had
been added to the problems I had seen in
the previous year. Bashkirs and Chechens
joined the procession marching to the Krem‑
lin continuously chanting “Allah Akbar!”
Fast forward to May 2007 and I was in
a modern city, embracing the technolog‑
ical and economic possibilities offered by
the twenty-first century; where female stu‑
dents wearing the Islamic headscarf calm‑
ly stood beside girls in mini-skirts; where
IKEA has a mega-store, from which the bud‑
ding Tatar middle class can furnish their re‑
cently-built apartments. Kazan and Tatar‑
stan as a whole are excellent examples that
the Russian economic explosion has now
gone far beyond the confines of Moscow
and St Petersburg. And, what’s more, Ta‑
tarstan shows that East and West genuine‑
ly can live side by side in harmony.

Education
Like many other regions, despite a growing
number of university graduates, there are not
enough qualified technical specialists and
engineers. So educational officials here have come
up with innovative solutions to help solve the
problem.
One aspect of the program is to create an
integrated system of sector specific schools,
colleges and universities that will prepare
students for careers in those sectors with the
most promising futures. Supporting this
initiative is a public/private partnership with
more than 100 companies who will help
train young professionals and pick up half the
cost. Finally, leading vocational schools will
act as the driving force to set up almost 50
vocational education clusters in the republic
that will focus on everything from agribusiness
to telecommunications. It’s a bold initiative
that if successful, could be a model well worth
replicating.
MARCHMONT
Capital Partners

Tatarstan turns to public / private partnerships and sector schools
Faced with a shortage of qualified technical specialists and too many graduates without the skills the market
demands, school authorities in Tatarstan have created public / private partnerships with more than 100 local
companies who will help set up programs and pay half the training costs. These partnerships will develop
educational “clusters” while the government will create sector-specific schools. The goal is to focus resources
on the jobs of the future.
The system of vocational education in the
Republic of Tatarstan does not meet the
needs of the region’s economy for qualified personnel. Although the number of
students entering universities is two times
higher than the labor needs of the region’s
companies, at the same time there is a
shortage of highly-qualified technical specialists and engineers.
Vocational education authorities are
working on reforms to eliminate this disbalance. One promising program is a publicprivate partnership started by the government. Already more than 100 companies
have been signed up. The plan is to create
14 educational clusters in the region that
will focus on the following fields: oil and
gas extraction and transportation, petrochemical industry and oil refining, high
technologies, power engineering, machine
building, aircraft industry, light industry,
agriculture, construction industry, architecture, housing and public utilities, trade
and service industry, transport and road
maintenance, informatization and communications, education, healthcare, culture and fine arts.
These educational clusters will unite institutions of higher education, elementary
and secondary vocational schools, employers and ministries.
Among the participating companies are
KAMAZ, Kazanorgsintez, Krasniy Vostok
Agro, Zolotoi Kolos and Agrosouz. It is projected that businesses will finance 50 % of
the training costs and the government will
pay the rest.

Sector specific education
The introduction of sector-specific educational programs is another one of the priorities in the region’s education sector. Today,
local authorities in Tatarstan are working
on the development of an integrated system of vocational education that will comprise sector-specific schools and sector-specific colleges and universities. Designers of
the program feel that sector-specific education is the way to enhance both the quality and efficiency of secondary education. It
reduces schoolchildren’s workload, allows
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them to discover their talent and enhances their future competitveness.
Today more than 50 % of senior schoolchildren study in sector-specific classes.
Philology, physics and math, chemistry
and biology classes are the most popular
here. One of the goals is to develop classes
in technical, technological and other fields
that are not as popular as other courses to
encourage students to explore these fields.
Another target is setting up schools in rural
areas and colleges in cities and towns. Educational programs that cover 15 professions
have already been worked out for these establishments. The admission system to vocational schools has also changed. Today
they are mainly targeted at graduates who
have completed the full eleven years. Authorities feel that studying at such schools
will provide people with well-paid jobs,
greater career possibilities and privileges
on entering a university. In 2007 as a part of
the national project Obrazovanie (Education) four of Tatarstan’s vocational schools
won a federal contest held for vocational
schools which had implemented innovative
educational programs.
These leading vocational schools will
act as the driving force for the process of
setting up centers of vocational education
in Tatarstan. There will be 12 educational
clusters in agriculture, three in the petrochemical industry, five in the construction
industry, five in housing and public utilities, five in machine building, two in power
engineering, one in light industry, six in the
trade and service industry, seven in transport and road maintenance, one in informatization and communications.
Source: the report of Minister of Education and Science
of the Republic of Tatarstan R. F. Shaihelislamov at
the forum Modernization of the System of Higher
Education in the Republic of Tatarstan: Problems
and Tendencies; the results of the performance of
Ministry of Education and Science of the Republic of
Tatarstan in 2006 and goals set for 2007 (the report
of Minister of Education and Science of the Republic
of Tatarstan R. F. Shaihelislamov at a meeting held on
January 22, 2007); program of social and economic
development of the Republic of Tatarstan for the period
2005 – 2010; the report of Minister of Education and
Science of the Republic of Tatarstan N. M. Valeev at
a conference of specialists in the field of education;
documents released by National Staff Training Fund.

Models of sector-specific education

55 Social sciences and economics
55 Natural sciences and maths
55 Information and technologies
55 Phylology, the Russian language
55 Social sciences and liberal arts
55 Agricultural technologies
55 Chemistry and biology
55 Physics and maths
55 Philology, the Tatar language
55 Sports and defense
Source: the report of Minister of Education
and Science of the Republic of Tatarstan R.F.
Shaihelislamov at the forum Modernization of
the System of Higher Education in the Republic of
Tatarstan: Problems and Tendencies

Profile / The Kazan State Financial & Economic Institute

Working with foreign universities and specialists from
business and academia brings global expertise to the classroom
The Kazan State Financial and Economic Institute (KSFEI) sees its mission as developing scientific
traineeships abroad for its professors and teachers, as well inviting foreign scientists and teachers
to participate in its educational process. The Institute also reaches out to international businesses
working in the republic to conduct seminars on campus and has a joint MBA program with a
university in Metz, France.
Today international cooperation in educational
technology and research is becoming very important.
The Kazan State Financial and Economic Institute was one of the first universities in the Republic
of Tatarstan to integrate such elements of the Bologna process in its academic schedule. This process
uses tests, ratings in knowledge assessment, a credit
system in academic activity accounting and a module system for organizing such academic activity.
KSFEI together with a number of other universities in the republic, and in cooperation with the
Oldenburg University (Germany), the Stockholm
University (Sweden) and the German Conference of
University Presidents, have won a grant under the
joint European program Tempus aimed at the promotion of the Bologna project in Russian universities and in Tatarstan universities in particular.
KSFEI has also signed several cooperation contracts with foreign universities.

Cooperation with international schools in
the US, the UK, France and Sweden
For example, in cooperation with SUNY, the State
University of New York, in the US. KSFEI is preparing a bachelor program where graduates will
earn two diplomas. The two universities will also
run a summer campus in SUNY Canton for students
studying economics. Each year two to four students
from the Kazan State Financial and Economic Institute study for one semester at the Universite Paris Dauphine as part of a master of science program
in financial management.
KSFEI also holds joint scientific conferences and
seminars. For example in March 2008 the institute
will hold a seminar dedicated to the problems of
stable economic development. In cooperation with
the Stockholm University KSFEI is preparing a joint
master’s program in econometrics.
The Kazan State Financial and Economic Institute sees its mission as creating favorable conditions for the development of scientific traineeships
abroad for its teachers and professors as well to invite foreign scientists and teachers to participate in
the educational process at our institute. Each year
teachers, post-graduate and graduate students of
the Kazan State Financial and Economic Institute
become winners of grants of the Republic of Tatarstan (over the past two years there have been more
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than 20 winners) as well as national and European grants such as Tempus, Erasmus Mundus, and
DAAD.
Under the framework of grant programs carried
out by the Tatarstan Government KSFEI also cooperates with American Councils for International
Education (USA) and Into University Partnerships
(UK). KSFEI believes that students additionally
benefit from listening to foreign teachers and experts who can talk about specific issues, such as
economics. In this regard, we invite people from
PriceWaterHouseCoopers and the State University of New York, for example.
The institute also organizes presentations by
foreign companies and universities operating in
the Republic such as GE Money Bank, PriceWaterHouseCoopers, Study Group, Institut Marangoni and Deutsche Management Akademie Niedersachsen. During these presentations students have
the chance to learn about employment, the opportunities of getting education abroad and about job
opportunities in other countries.
KSFEI runs its MBA program together with its
French partner the Higher International Commercial School (Metz, France). As part of this program
French scientists come to Kazan on a regular basis.
Each year graduates of this program form a group
that goes through a training course in France, working for businesses there.

Shamil Valitov,
President of KSFEI, Professor,
PhD in Economics
The Kazan State Financial
and Economic Institute
was founded in using the
resources of the Economic
Department of Lenin Kazan
State University. KSFEI is a
leading economic state institute in Russia. It prepares
highly qualified specialists in
economics and is a scientific
center.
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Profile / Tatar Academy of Management

Closing the gap between Russian and Western business culture
Russian business education outside of Moscow and St. Petersburg is still developing. As new MBA
programs spring up and local universities affiliate with European and American counterparts, the
quality of Russian business education increases. Participating in overseas exhibitions, seminars and
other venues also helps bridge the gap. The opportunity for business / education partnerships is vast.

Ildar Ablayev,
General Director, Tatar
Academy of Management,
PhD of Economic Sciences,
Professor of Kazan State
University, Memeber of the
US International Business
Academy.
Mr. Ablayev is the author
of 58 scientific publications
and two monographs: State
Participation in Economic
Processes and Basics of
State Control over Regional
Economy.
Mr. Ablayev is a political analyst by profession. He graduated from the Kazan State
University, Baruch College of
The City University of New
York and the Canadian Business School at the Univeristy
of Western Ontario.
In 1980 Mr. Ablayev started
working at the Kazan State
University, Economics Department. In 1996 he was
appointed Director of the
Republican Center for Professional and Career Enhancement Education for Executives, which is today the Tatar
Academy of Management.

Today, the major components of business education
in Tatarstan conform with international requirements for training executive officers and specialists for SME’s and large companies. However, the
quality of business education varies from university to university. In total, business education is provided at more than 72 local institutions, including
both state-run and private business schools, colleges and other institutions. These institutions are situated in Kazan, Naberezhniye Chelni, Almetyevsk
and other cities and towns of Tatarstan. Large local companies such as Tatneft, KAMAZ and Nizhnekamskneftekhim have opened their own career
enhancement training centers.
In addition, these companies send their specialists to large Moscow business centers for training. Starting from the mid-1990’s each university
in the republic opened new departments enabling
students and specialists to receive additional business education. Kazan State University has become
most experienced in delivering business education
to its students due to the fact that leading teachers and professors in management and economics working at the university have themselves been
trained in the USA and Germany.
Ten years ago the Kazan Finance and Economics Institute opened an MBA program in cooperation with a business college in France. This is
still the only MBA program run in the Republic
of Tatarstan.
Short-term career enhancement training seminars with the participation of Moscow and foreign
training companies have become common here.
These seminars are usually held at various local
businesses or in the republic’s Chamber of Commerce and Industry. Several regional universities
have also begun to offer programs at various local businesses enabling employees to get additional professional training.

Government support for foreign training
Since 2005 under an initiative of Tatarstan’s president the government has been annually allocating
$6m on a contest-based approach to cover traineeships of school children and students in leading educational centers aborad, including business education centers.
The Tatar Academy of Management was founded in 1996 following a government decree as Tatarstan’s center for professional additional and career enhancement training for executives working
at local industrial businesses. At that time execu-
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tive officers at local companies knew nothing about
market economy, the basics of management, staff
motivation and marketing. Our academy was created to teach the basics of a market economy to Soviet-type directors.
One of the teaching methods that we used successfully for five years was to organize expositions
of defense sector-oriented businesses in Tatarstan
at international exhibitions in France (La Bourget
Air Show), London (Farnborough Air Show), Chian, Malaysia, Singapore, the United Arab Emirates
and Turkey, to name but a few.
In our opinion, the participation of executives
and specialists in international exhibitions is the
most effective way to enhance their professional
skills. When they are abroad and participate in an
exhibition, business leaders have a unique opportunity to compare their products to global competitors as well as meet with prospects to develop future corporate strategy.

Successful foreign affiliations
Another succesful project of the Tatar Academy of
Management was to become an intersectoral career enhancement institute affiliated with the Plekhanov National Economics Academy in 2004. We
opened mini-MBA courses and our graduates now
receieve a diploma from the Plekanov Economics
Academy. At the beginning of 2006 the market for
short-term carrer enhancement courses almost disappeared. Today we have medium-term courses together with two-year MBA programs.
The Tatar Academy of Management has trained
over 1,780 executive officers and specialists in the
past 12 years.
One of our numerous specializations is the preparation of construction and industrial businesses
in Tatarstan to ISO 9000 international production
management and product quality standards. As
Russia is preparing to enter the WTO, this specialization is very important.
Currently our students mainly include middlerank managers of large enterprises such as Tatenergo and Kazenergo as well as of numerous retail,
construction and publishing firms. We welcome anyone who feels the need for market-oriented knowledge. Corporate education is the most popular
form of education especially when complemented
by a trip abroad. Each year we organize seminars
abroad in such countries as the United Arab Emirates, Egypt and Turkey.

Special focus:
tourism
Kazan’s Milennium Anniversary in 2005 brought
hundreds of thousands of people to the city and the
region to marvel at its rich cultural heritage. As
a UNESCO World Heritage site, the city’s Kremlin
as well as its center is filled with a stunning array
of architectural gems. Surrounded by rivers,
lakes and picturesque countryside, Kazan and
the region have most of the ingredients necessary
to develop a vibrant tourism sector. The hotel,
retail and restaurant business is developing nicely,
but Kazan’s airport needs major upgrades and
the city has few world-class hotels. A massive
urban re-development plan will turn Kazan into a
cosmopolitan waterfront oasis, but it’s years away
and the infrastructure required by a strong tourist
sector will be lacking until then. Both the regional
and local governments are working with private
investors to improve the situation, so niche market
opportunities are available and promising, but
many international investors will be waiting in the
wings until they see more actual success.
MARCHMONT
Capital Partners

Kazan is filled with many treasures waiting to be discovered
The Republic of Tatarstan is famous for its picturesque nature and its high concentration of historical sites. The
region has real potential for developing both its domestic and inbound tourism. However, only 50 of 350 tourist
companies in the republic focus on inbound tourism. The local hospitality industry needs more high quality hotels
and restaurants. The success of the city’s ambitious new plans to redevelop its waterfront and clean up traffic
congestion in the city center will be key benchmarks for investors waiting in the wings.
Every year the number of tourists coming
to visit Kazan grows by 10 – 15 %. The city’s
Milennium Celebration in 2005 brought in
hundreds of thousands and the run-up to
the festivities helped jump start a lot of new
tourism-focused businesses.
Some of the best-known Russian and
western hotel chains, such as Kempinski,
Korston and АМАКS have started expanding into the region. The city’s administration is also reported to be negotiating with
Hilton and Marriott, too. All of them appear interested in building luxury five-star
hotels in Kazan. But today there is only
one five star hotel in Kazan, the Mirage.

It’s flanked by a number of four-star hotels, the Korston. the Shalyapin Palace Hotel, Juseppe and Suleiman-Palace. Each of
these properties features many of the full
range of services that businesspeople expect for recreation and entertainment. To
make reservations easier, eight Kazan hotels use the 24‑hour Dutch reservation system, HROS.RU. and its international online
reservation system.

Hotel investment opportunity
An exciting new project is Millenium ZilantCity. Its initiator, the municipal authorities
of Kazan, is inviting investors to participate

For reference
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The Republic of Tatarstan has an unusually rich cultural heritage. There are around 7,000 monuments and museums. Many of them are monuments that reflect ancient Bulgar, Muslim and
Russian traditions. The Kazan Kremlin, which is an open-air museum, is world-famous. UNESCO
declared the Kazan Kremlin a World Heritage Site for it’s outstanding synthesis of Tatar and Russian architecture. The Republic hosts the following historical and architectural museums: Bulgarsky, Bilyarsky, Elabuzhsky, Svyazhsk island, the Virgin Monastery of Raifa, the Marjani Mosque
in Kazan and many others.
Tatarstan has great possibilities for eco-tourism development. The Republic is home to 82 nature
reserves, national parks, protected areas and natural monuments. Among them there are such
famous places as Volzhsko-Kamsky State Nature Reserve, Iske-Kazansky State Nature Reserve,
Nyzhnyaya Kama national park, Sviyazhsky nature and historical park and Dolgaya Polyana nature
park. The blue karst lakes are famous far beyond the borders of Tatarstan. It’s a protected area
that comprises forests and a chain of karst lakes. The water temperature in these lakes is never
higher than +8 C° and they are known for their healing properties and peloids.
Boat trips along the Volga and Kama rivers that wind their way around Kazan and other cities and
towns of the Republic are very popular with local residents as well as with tourists.
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in its re-development of the right bank of
the Kazanka river. According to projections
made by Azimut Consulting, Kazan lacks at
least 300 five-star quality rooms and about
350 three-star rooms. One of the main
goals is to fill the niche of medium price
hotels – two and three star complexes. The
Ministry of Youth Affairs, Sports and Tourism is working on promoting a program targeted at creating a new segment of the Kazan tourist market that would be focused
solely on students and schoolchildren.

Restaurants growing 40 – 50 %
In Kazan there are 798 eateries. Out of
these, there are 101 restaurants, 367 cafes, and 330 canteens, bistros and bars.
Last year the total capacity of Kazan’s eateries amounted to 22,100 seats. According
to the estimate of the Executive Committee
of Kazan this figure is expected to grow to
23,300 by 2010 and 24,200 by 2015.
The data released by Consumer Market
Committee showed that during the period
January – August, 2007 the total volume of
Kazan’s market of public catering reached
5.05 billion rubles ($202m). According to
these statistics, Kazan today has dining facilities to accommodate 66 out of 1,000
people. The city is ahead of both Russia’s
capitals – Moscow (by 21.5 seats) and Saint
Petersburg (by 58.3 seats). Within the last
few years the public catering market of Kazan has grown by 40 – 50 %.
There has also been a gradual decrease
in restaurant concentration in the city centre in favor of remote city districts. There
are many restaurants and cafes set up in
shopping malls and the western system of
food-courts is widely spread. Competition
is growing in the segment of “democratic”
restaurants where an average bill does not
exceed 400 rubles ($17).
Local restaurants also have to compete
with large Moscow chains. Shokoladniza,
Coffee-house, Elki-palki, Sbarro and Rosinter (represented by El Patio and Sushi
Planet brands) are all here and are expected to be joined by others who have seen the
growing potential in the city and the region
and the local government’s ambitious plans

Tourism
to re-develop both the historic city center
and its riverbank.

Trade association pushes to get
international status for Tatar food
Kazan’s restaurant business owners are also
supported by a trade organization--the Retaurateurs and Hoteler Voluntary Association. One of the issues the association and
Kazan restaurateurs are working on is how
Tatar meals can gain international status.
Another goal of the association is to establish partnerships with farm enterprises and
local backyard gardens to provide fresh produce to local area restaurants. At present,
most restaurants in Kazan are supplied with
imported products. City authorities regard
a highly-developed public catering industry as an important factor influencing tourist flow.

Kazan hires international design
team to help redevelop the city
Kazan planners have begun working
with the chief architect of Barcelona,
Josep A. Acebillo, together with the Swiss

Institute of Modern City Planning to develop a concept for development and reconstruction of a “strategic town-planning
project” – the central Kazan district named
Staro-Tatarskaya Sloboda with a total area
of 530 hectares.
One of the goals will be to develop a business center, with a chain of restaurants and
hotels lining the banks of the Kazanka.

reached the level of the leading nightspots
in Moscow and in western countries. The
number of new city nightclubs has been rising. The four biggest clubs, those that can
accommodate more than 400 people, are
Arena, Centre of Club life, Ermitage and
Doctor Club. Experts forecast that strong
competition will result in free admission to
all the clubs in the near future.

Entertainment and recreation

Tatarstan could become Russia’s
fifth gambling zone?

Today in all districts of Kazan construction
of entertainment and business centres is experiencing a real boom. The largest complexes are Piramida, Kakadu family recreation centre, XL trade and entertainment
centre, City Center, Timerhan and Rodnaya
Derevnya.
There is a lot of interest in developing family recreation centers as well – like
themed playgrounds and parks. Cinemas
are also being built. In Kazan there are seven multiplexes run by federal chains: Kinomax, Grand Cinema, Karo Film, Port
Cinema & Imax, Korston, Magiya Kino etc.
According to experts, nightclubs here have
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According to local officials, Tatarstan
could also become Russia’s fifth gambling
zone – Kamskie Polyani. Today eight gambling businesses from Kazan, Moscow, Glazov (Udmurtia), Ryazan, Naberejnie Chelny and Toliatty are registered in Kamskie
Polyani.
Last July, the first casino in this municipal area was opened, the Parus entertainment complex. Parus is owned by Pak-Express company. It has 70 slot macines and
10 gambling tables. 50 % of the casino’s taxes are to be set aside for the development
of Kamskie Polyani village.
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Profile / Kazan Ski Resort

Developing a world-class ski resort takes time, money, patience
but 35 – 40,000 visitors a year make it a profitable investment
Over the past 10 years, Russian sports-lovers have discovered golf, snowboarding and downhill
skiing. It did not take long before investors noticed this market niche and started investing millions
to develop new world-class facilities. Although the majority of ski resorts in Russia are situated in
the Caucasus, Tatarstan has several quality resorts. The success of the Kazan ski resort has allowed
it to build a golf course as well as add a hotel / restaurant complex.

Vladimir Samokhin,
General Director
of the Kazan ski resort
The quality of our ski trails
and the whole infrastructure
of the Kazan ski resort can
compete with popular foreign
resorts. Kazan features three
Doppelmayr four-seat cable
cars. All our ski trails vary in
altitude, length and complexity: the Red trail is 850
meters long and is meant for
professional sportsmen, the
Blue trail is of a medium difficulty and is 1,000 meters
long while the Green trail
has an altitude difference of
200 meters and is meant for
beginners. All trails are fitted
out with sound amplifying systems, modern equipment and
transport. Certified ski and
snowboard instructors are always ready to help guests.
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Specialists say that only 30 – 40% of the Russian market of ski resorts is filled. Although the majority of
these resorts are situated in the South of Russia, downhill skiing is popular in many areas of the country
where there is enough snow and the proper terrain.
Building new ski resorts is not a bed of roses.
Investors face certain difficulties both when trying buy land as well as when constructing the necessary infrastructure. A ski resort usually occupies
20 – 25 hectares of land. In most cases sizable land
lots are only found outside the city in the country
or in so-called ‘green zones’. That’s why more often
than not investors have to deal with land owners as
well as with environment protection agencies.

Risk factors
Another risk factor is that banks are still reluctant
to give loans for such projects, which means that investors have to use their own funds. The biggest expenditures concern engineering, communications
and infrastructure construction ($1,000 per square
meter). The payback period for such projects is seven-eight years. Despite all these obstacles the development of the Kazan ski resort was completed in
2003 and skiers from the region and beyond have
been enjoying it in increasing numbers every year.
The resort is situated near the Sviyazhsk natural
reserve, in a very picturesque area on the confluence of three rivers: the Sulitsa, the Sviyaga and the
Volga. Kazan city center is just 35 kilometers away.
The Kazan ski resort features a variety of ski trails of
various degrees of difficulty that all face the north.
The region’s mild climate and the fact that all ski
trails face north allows skiers to use these trails for
a longer period of time. Direct sun rarelys hit the
northern side of the resort, which also means that

snow cannons can work more effectively. Artificial
snow can bear greater loads than compressed natural snow. This considerably increases the carrying
capacity of the ski resort. Due to all of these factors the Kazan ski resort is able to maintain highquality ski trails no matter what the weather is like.
Each winter between 35,000 to 40,000 guests visit the Kazan ski resort. Last year we added a golf
course and in 2008 a new hotel / restaurant complex will be completed. So it’s a successful investment project that is good for skiers and good for
the local economy as well.

Project profile
55 Company. The Kazan ski resort was built by
ZAO Tatgazinvest. The project was supported by
Tatarstan regional authorities. The contractor was
GUP Glavinveststroy.
55 Special features. The Kazan ski resort features the necessary infrastructure and sport inventory for holding professional competitions. Kazan
is often home to world-class sport events such as
the Russia Cup.
55 Competitive environment. Tatarstan has another ski resort, Tatneft, situated near the town of
Almetiyevsk.
55 Infrastructure. The Kazan ski resort includes
a cottage settlement, a retail sports store, ski and
snowboard renting facilities as well as repair centers. The ski resort also has a parking lot and a children’s playground.
55 Project development. In 2007 the Kazan ski
resort opened a golf club, a restaurant and a small
health center on its premises. In 2008 a new hotel
and restaurant complex, Mayak, capable of accommodating 183 guests will be opened.

Tatarstan in focus
Tatarstan’s gross regional product increased by
more than 10 % last year., with foreign investment
in the region’s economy reaching $1.7bn. Tatarstan
plans to double its GRP by 2010 without increasing
its oil production.
The republic’s industrial profile is still dominated
by its fuel and petrochemical sectors. According
to annual reports of Tatarstan’s petrochemical
enterprises the republic produces almost half
the truck tires made in Russia, 44 % of isoprene
rubber, 36 % of polyethylene and 33 % of
automobile tires. KAMAZ, one of Russia’s bestknown brands, has more than 50 % of the new
truck market in Russia.
Large industrial enterprises of the region also
serve as the basis for creating industrial clusters.
Their product output is extremely diverse – from
helicopters, airplanes, aircraft engines, heavy-duty
trucks and compressors to oil-and-gas transporting
equipment.
Agribusiness, electronics and IT sectors are also
well-developed. More than $320m is being invested
into new technoparks and a special economic zone
(SEZ) for industry is being created in the Elabuga
district.
The republic is also continuing to strengthen
its foreign economic ties. Lured by a very proactive investment program which includes a raft
of legislation protecting investors rights and
initiating policies stimulating innovation, there are
now more than 50 JV’s in the republic. Turkey, the
USA, Cyprus and Germany are the leading players.
In 2007 foreigners pumped in more than $3bn.
Investors have a wide array of opportunities from
innovative high-tech start-ups to value-added oil
sector companies. The republic’s reputation as
being “closed” to outsiders and tightly-controlled
are mitigating factors. More conservative investors
can always turn to the RTS and LSE equities
markets where oil / gas and industry majors are
listed, liquid and offer solid potential.
MARCHMONT
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The Republic of Tatarstan and Kazan

55 Central Federal District
55 Southern Federal District
55 North-West Federal District
55 Volga Federal District
55 Ural Federal District
55 Siberian Federal District
55 Far East Federal District

The Republic of Tatarstan

Local Population:
Kazan – over one million
Tatarstan – 3.8m.
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55 Location. The Republic of Tatarstan is
situated in the center of the Russian Federation, on the East European Plain. It is situated at the confluence of the Volga and
Kama rivers and forms part of the Privolzhsky Federal District.
55 Administrative center. Covering an
area of 425 square kilometers and situated
797 kilometers east of Moscow, Kazan is the
capital of the Republic of Tatarstan. Founded in the year 1005, it is one of the largest
industrial, scientific and cultural centers of
the Russian Federation. It occupies the left
bank of the Volga River and is situated on
the point where the smaller Kazanka River joins the Volga.
55 Territory. The Republic, which spans
67.836 square kilometers, 0.4 % of the total
area of Russia, stretches 460km from west
to east and 290km from north to south and
has no borders with any foreign country.
Much of the region is set in a valley and
comprises mainly forests and steppes with
hills to the right bank of the Volga and in

the south-east of the republic. Around 90 %
of the region’s territory lies more than 200
meters above sea level. The region’s largest
rivers are the Volga and the Kama, including the latter’s two tributaries, the Vyatka
and the Belaya. The total flow of the four
rivers is 234 billion cubic meters, which is
97.5 % of the total flow of all rivers in the
region. Apart from these major rivers the
region has over 500 small rivers as well as
numerous brooks. Large amounts of water
resources are concentrated in the region’s
two largest storage reservoirs, namely Kuybishevsky and Nizhnekamsky. The republic also boasts over 8,000 small lakes and
ponds.
55 Climate. Tatarstan’s climate is continental with rare instances of drought. January is the coldest month of the year, with a
mean temperature of –14 °С while the hottest month is July with mean temperatures
of +19 °С.
55 Natural resources. Tatarstan is the
only region of the Russian Federation to

Geography and economics
have been included in the UNITAR’s Center for Heavy Oils and Oil Sands. Oil is extracted in twenty-one administrative districts of the region. According to official
data, the republic has 800 million tons of
oil. In terms of quality, the extracted oils
are high-sulfur (65 %) and high-viscosity
(67 %) whereas in terms of density these
oils are medium and heavy (68 %). In addition to oil extracting, the associated gas
volumes are approximately 40 cubic meters
per ton of oil. Tatarstan also has enormous
reserves of limestone; dolomites; mortar sand; clay to produce bricks; building
stone; plaster-stone; sand and gravel aggregates and peat. All these resources are
extracted on an industrial scale. There are
also reserves of petroleum bitumen, brown
and black coal, oil shale, neolites, copper
and bauxites. These are currently not being exploited commercially.
55 Transport. Tatarstan has key rail, water and highway networks and in addition
air transport routes served by three airports. Russia’s shortest West-East transcontinental railway line goes through the
republic. Other railways connect Tatarstan
with major industrial cities of the Privolzhsky Federal District. The republic’s waterways, particularly the Volga and the Kama,
connect Tatarstan with north-west, south,
north-east and Ural regions. National highways also cross the region in key directions:
west-east, west-south-east. All of these factors make Tatarstan, with Kazan as its center, a major transport hub. The density ofroads in the republic is higher than the
Russian average (0.217 km / square kilometer). The total length of all railways in the
region is 848 km, including 232 km of industrial-purpose railways. The length of all
waterways is 858 km.
55 Population. The population of the republic is 3.8 million, which constitutes 2.6 %
of Russia’s total population. The density of
population is 2,605 inhabitants per square
kilometer. The region is home to people of
over 70 nationalities, the majority of which
are Tatars and Russians. There are 34 national and cultural communities here.
55 Investment. Today there are over 150
key investment projects being realized in
Tatarstan. The amount of accumulated foreign investment in the Republic of Tatarstan was $2.1bn as of October 1, 2007.
Among the region’s key investor countries
are Cyprus, the UK, Germany, Turkey, the
Netherlands, the USA, the Virgin Islands,
Switzerland, China and Belarus. According
to the Expert rating the Republic of Tatarstan ranksed thirteen among RF key re-

gions and first for the minimal integrated
investment risk in the Privolzhsky Federal
District for 2006/2007.
55 Credit ratings. In 2007 Standard &
Poor’s awarded the region with a credit rating BB–, outlook ‘positive’. Fitch Ratings
upgraded its long-term credit ratings for
Tatarstan from BB to BB+; the short term
foreign currency rating was B; the national long term rating increased from AA (RF)

to AA+(RF), with a forecast for foreign and
national ratings being ‘stable’. Moody’s Rating awarded Tatarstan with a long term foreign cureny rating Ba1, outlook ‘stable’.
Information Sources: Republic of Tatarstan
governmental web-portal, official server of the Republic
of Tatarstan, Republic of Tatarstan Socio-Economic
Development Strategy for the Period Between 2005
and 2010, Federal Statistics Service Territorial
Office in Tatarstan, www.standardandpoors.ru,
www.fitchratings.ru, www.moodys.com.

Workforce data and forecast to 2010 (thousands of people)
Key indicators

2007

2008

2009

2010

Annual average number of permanent residents

3,755

3,751

3,747

3,743

Labor resources

2,393

2,389

2,378

2,363

Employed in the regional economy

1,765

1,763

1,759

1,753

1,269

1,266

1,261

1,258

628

626

619

610

students released from employment

261

264

262

260

able-bodied people not involved in full time employment or studying

232

230

227

225

number of unemployed people counted using the
International Labor Organization’s methodology

135

132

130

125

including:
number of business employees
Not employed in the regional economy
including:
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Data source: Republic of Tatarstan Socio-Economic Development Strategy for the Period Between 2005 and 2010
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Tartarstan’s competitive advantages
1. Strong GRP growth
The share of innovative products in Tatarstan’s gross regional product has
risen by 9.5% over the last five years. It is expected that the increase of
GRP due to innovative products is to be not less than 2% annually.
2. Well-developed, diverse industrial base
Tatarstan’s industrial profile is dominated by its fuel and petrochemical sectors which include oil production, artificial rubber, tires and polyethylene
production and other products of the oil-refining industry. It also has largescale machine-building enterprises that help shape its industrial potential.
The product output is extremely diverse, from helicopters, airplanes, aircraft engines, heavy-duty trucks and compressors to oil-and-gas transporting
equipment. The electronics sector is also well-developed. According to annual
reports of Tatarstan’s petrochemical enterprises the republic produces 36 %
of polyethylene made in Russia, 44 % of isoprene rubber, 33 % of automobile
tires and almost a half (48 %) of truck-tires made in Russia. KAMAZ, one
of Russia’s most well-known brands, has more than 50 % of the new truck
market in Russia. Large industrial enterprises of the region also serve as
the basis for creating industrial clusters. A special economic zone (SEZ) for
industry is being created in the Elabuga district. It is planned that this zone,
named ALABUGA, will host manufacturing facilities of 40 resident companies.
It will provide about 30,000 of new jobs and attract $2bn of investment in
the country’s economy.

The technopark “IDEA” is the region’s main center for science intensive
development and commercialization. The regional innovation infrastructure
is being rapidly developed and new innovation companies are being established, such as the Kama Industrial Park MASTER which has been set up in
Naberezhniye Chelny, in cooperation with truck producer KAMAZ; and the
innovation technopark IDEA-SOUTH-EAST, occupying 40,150 square meters,
which has been set up in Leninogorsk in cooperation with oil major TATNEFT.
Moreover Tatarstan is home to a number of programs geared towards the
support of innovation development. These include: the annual contest the
“50 Best Innovation Ideas of Tatarstan”, the IDEA-1000 regional program
as well as various contests of youngsters’ business projects prepared by
schoolchildren and students (Perspectiva and Sobstvennoye Delo).
5. Highly-regarded educational and scientific base
Kazan is home to the Tatarstan Academy of Sciences and the Russian Academy of Sciences’ Kazan Scientific Center that includes several academic
institutes of national importance. The scientific facilities and potential of
Tatarstan are significant: 14 academic institutes, 18 state institutes and 7
branches of national state institutes; 11 non-commercial institutes and 6
branches of non-commercial institutes as well as numerous sector-specific
R&D institutes, design and project offices. These establishments employ
over 15,000 researchers. Regional authorities are now working on creating
sector-specific educational clusters in Tatarstan.

3. Increasing foreign investment and government incentives
The amount of cumulative investment into the republic of Tatarstan as of
2007 reached $1,679,300,000 which is up 3.5 times on 2006. Direct
investment account for 24.8% ($417.9m), portfolio investment – 1.6%
($27.5m), other foreign investment – 73.6% ($1.2bn). Foreign investors
coming to the republic are supported by various laws to protect their legal
rights and interests and the republic offers considerable tax incentives and
other support.

6. Extensive deposits of raw materials
The republic of Tatarstan abounds in oil. Recoverable oil reserves amount
to 800 million tons. The amount of forecasted oil reserves exceeds 1 billion
tons. There are 21 administrative districts in the republic where oil is extracted. The associated gas is about 40 cubic meters per 1 ton of oil. The
republic is also rich in petroleum bitumen (approximately 125 billion tons).
Tatarstan is the only region of the Russian Federation to have been included
in UNITAR’s Center for Heavy Oils and Oil Sands.

4. Aggressive innovation activity
Tatarstan has an innovation development policy in place for the next three
years. This policy is aimed at lowering dependency on foreign industrial innovations; developing the republic’s own sector-specific technical and human
resource base; and reducing costs related to the development of innovation
processes in the region.

7. Highly-intensive agriculture
The republic has 3,450,000 hectares of developed land, 1,800,000 hectares
of which are owned by investors. In 2007 agriculture workers reaped yet another record harvest of over five million tons of grain (Source: Tatar-Inform).
67 % (4.5 million hectares) of the republic’s territory is arable land. Graincrops covering more than a half of the cultivated lands are represented by
spring wheat, rye, peas, barley and oats. Sugar-beet is the republic’s main
industrial crop, followed by potatoes. Forage crops occupy 36 % of the republic’s cultivated lands. The republic’s livestock includes 1.5 million cattle,
800,000 pigs and 1 million sheep and goats.
8. Advantageous geographic location
Tatarstan is situated in the center of the largest industrial region of the
Russian Federation. Tatarstan has key rail, water and motorways as well as
air transport arteries. Russia’s shortest West-East transcontinental railway
line goes through the republic as well. Other railways connect Tatarstan
with major industrial cities of the Privolzhsky Federal District. The republic’s
waterways, particularly the Volga and the Kama, connect Tatarstan with
north-west, south, north-east and Ural regions. National motorways also
cross the region going in three key directions: West – East, West – Southeast and North-west – South.
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Modern
technologies
The scientific community of Tatarstan is rapidly
adapting to a more knowledge-driven economy.
Although technology transfer centers are in their
infancy, the government and the private sector are
aggressively funding innovation – $500m. in 2007
alone. The most promising fields are in R&D, IT
and nanotechnologies.
The nanoindustry in Russia has become a priority
sector and the RF government recently announced
that it will be earmarking billions to support its
development. In Tatarstan, the focus is on new
sensors for food quality control, new samples
of materials and nanostructures for quantum
electronics, effective catalysts for petrochemistry
and the chemical industry, a new generation
of polymeric materials, medicine and new
nanostructures for their delivery.
Technoparks have also attracted enormous
investment from the government – $321m, of which
$70m is from non-budget sources. Technopark
Idea is the largest physical complex in Europe.
Modeled on the Swedish system, it has a business
incubator, an Innovative Technology Center and
Technopark Idea. Its diverse range of users include
more than 100 start-ups as well as such multinationals as DHL, McDonalds, and Siemens.
Solid government support for the IT market
has also lured all of the biggest transnational
corporations such as Intel, HP, IBM, Microsoft,
Cisco, Alcatel, Siemens and Huawei to the republic.
Like all early stage development projects, investors
need to do significant due diligence. Key sources
in Tatarstan are the Investment Venturing Fund of
Tatarstan, the Chamber of Commerce of Tatarstan,
the Republican Council of Inventors’ Society, the
Republican Association of Industrial Companies,
the Union of Enterpreneurs and the Agency on
Support for Entrepreneurship. Direct contact with
technopark directors and meeting with company
owners is highly recommended.
MARCHMONT
Capital Partners

Tatarstan rapidly adapting to a more knowledge-driven economy
The scientific community of Tatarstan is rapidly adapting to a more knowledge-driven economy. Although
technology transfer centers are in their infancy, funding by both the government and the private sector is
approaching $500m. The most promising fields are in R&D, IT and nanotechnologies.
Tartarstan’s considerable manufacturing
muscle is ready for more innovation. The
republic has a branch of the Russian Academy of Sciences, the Kazan Scientific Center
and a number of higher educational institutions and scientific research institutes. The
major fields of fundamental and applied
research are physics (magnetic phenomena), medicine and medical equipment, optics and microelectronics, theory and methods of oil extraction, organic and physical
chemistry, development of composite materials technology and various fields of mechanics, mathematics etc.

New focus on innovation

Prioritized forms of innovation centers
in the Republic of Tatarstan
55 Innovative-technology centers set up using
the facilities of universities, research-scientific institutes and design offices;
55 Innovative-manufacturing complexes, including technopolises (Naberezhnye Chel
ny technopolis, industrial site Alabuga),
industrial districts, technoparks (Idea,
Nizhnekamskneftekhim, Tatneft) and business incubators.
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Tatarstan’s new focus on science, research
and innovation is being implemented
through its “Program of Developing Prioritized Science Sectors till 2010”. This project
is designed to create a favorable innovative climate to attract investments in science. Support for scientific research and
innovative activity will be further implemented by contracts and agreements with
federal ministries, agencies, large manufacturing companies and by way of grants
from international and Russian funds. Contests and programs encouraging intellectual and creative development of scientists
and students include the “Top Fifty of Innovative Ideas for the Republic of Tatarstan”, “Prospects” and “IDEA-1000”. Some
important elements of innovative infrastructure have already been formed in the
region, including the largest technopark in
Europe (in terms of physical space), Technopark “Idea”, the Center for Innovative
Technologies and technoparks that are
part of the Kazan State Technology University. The government is very aware that
the efficiency of innovative activity is determined by performance. To achieve results, there needs to be technology transfer centers, commercialization offices and
business incubators set up using the facilities of higher education and academic institutions. But there are only a few of these
and they are not well developed.
The most promising is the Regional Venturing Fund of Investment in Small Companies in the Scientific Sector. It is focused on
supporting companies that specialize in na-

notechnologies, new materials, alternative
power sources, software, microelectronics
and petrochemistry. The development of innovative activity is also promoted by the Investment Venturing Fund of Tatarstan, the
Chamber of Commerce of Tatarstan, the Republican Council of Inventors’ Society, the
Republican Association of Industrial Companies, the Union of Enterpreneurs and the
Agency on Support for Entrepreneurship.

The road is sometimes rocky
In spite of the attempts to create synergy,
there is tension between many of the key
players. Most are fiercely competitive and
try to gain as many resources and as much
recognition for their own programs. Preparation and implementation of new technology projects requires real cooperation.
When experts from different scientific sectors (universities, research scientific institutions and other organizations) work together, the result is always more positive.
Prioritized industries and sectors of innovative development in the Republic of Tatarstan are: automotive, aircraft, military
complex, compressor engineering, health
care, timber, agriculture, power and environment. The R&D focus is on IT and nanotechnologies.
The Program on Innovation Development in the Republic of Tatarstan for
2004 – 2010 calls for uniting the scientific potential of the republic to develop and
manufacture technology innovation. However, any commercialization of scientific
development requires a special system of
science management and the development
of a civilized market of intellectual and industrial property. To achieve this, Tatarstan needs to solve the problem of training
highly-skilled innovative managers. It also
needs to create a database of innovations
to facilitate the search for the right facilities and technologies for innovative processes. Finally, it has to train people to promote innovative products and technologies
to other RF regions and abroad.
According to official forecasts, the share
of innovative products in the industrial
products sector will rise from 15 % in 2010
to 25 % in 2015. The expected increase in
added value from science intensive prod-

Science and modern technology
ucts and services is to be not less than by
2 % annually until 2010.

IT-sector
The role of information communicative
technologies is increasing as a Complex Program of Innovation Activity is being implemented. According to experts the IT sector
is developing dynamically in the Republic
of Tatarstan with an annual growth rate of
15 – 20 %. There has been a sharp increase
in equipment and software sales. Software
development and services, which at present
accounts for around 40 % of the overall
business, is growing by around 30 – 35 %
per year. Business communities continue
to show a great interest in financial management software, safety systems and IT
outsourcing. Demand for IT solutions is increasing not only due to increased state orders, but strong growth in the SME sector.
The region’s colleges and universities annually produce around 1,500 graduates in the
fields of IT, communication and telecommunications. In the near future a Center of
Offshore Programming will be launched. By
2010 it is expected to employ around one
thousand regional programmers.

$321m IT technopark planned
Solid support for the IT market by the government has lured all biggest transnational corporations such as Intel, HP, IBM, Microsoft, Cisco, Alcatel, Siemens and Huawei
to the republic. The federal program “Setting up Modern Technology Technoparks
in the RF” has attracted enormous investment from the government – $321m. of
which $70m from non-budget sources.
The volume of investment in IT and telecommunications for January-September 2007 totaled almost $74m. This year,
however, investment will almost double to
$152.2m. The plan for long-term computerization development, “Electronic Tatarstan
2005 – 2010”, which is a part of the Social
and Economic Development of Tatarstan
for 2005 – 2010, outlines funding priorities
to bring the republic fully into the digital
age. There are more than 200 companies in
the fields of computerization and communications employing more than 20,000 people. These include both Russian and multinational companies such as Cisco Systems,
HP, Microsoft, IBM, Apple and Oracle. All
of these top tier firms offer a sophisticated array of high-tech products and servic-
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es. Their success in the Tatarstan market
was in large part due to support from the
Tatarstan government. Their initial focus
was helping the republic implement serious social projects, first of all, beginning
with education. Small local companies
mainly deal with supplying computers, office equipment, software, mounting and installation work. A new market development
is outsourcing.

A more competitive future
The republic’s reputation as being difficult
for “outsiders” helped insulate local companies from serious competition for years.
All that has changed. The current forecast
is that local companies will be either acquired by stronger players or will have to establish partnerships. The entry of international and federal companies have created
a much more competitive environment.
Sources: Republican Program of Innovative Activity
Development in the Republic of Tatarstan for
2004 – 2010. Program of Social Economic Development
of Tatarstan for 2005 – 2010 Program of Prioritized
Science Fields for 2004 – 2010, Materials for the report
of the Minister of Education and Science of Tatarstan
Shaihelislamov, www.troika.ru, www.ivfrt.ru,
www.mcrt.ru
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Profile / Technopark Idea

Creating self-sufficiency for a technopark requires the same kind
of innovative thinking expected of its start-up tenants
Kazan’s Technopark Idea has modeled its development along the lines of INNOVA, a Swedish
agency. Using a mix of sliding scale leases, equity and anchor tenants (who pay prime rent), the
technopark has become self-sufficient. The complex not only includes a business-incubator, but aslo
an Innovative-Technology Center as well as a business park.

Sergey Yushko,
General Director of Innovative
Industrial Technopark Idea,
Doctor of Technical Sciences,
Professor
Idea was founded in 2002 as
the key organization for the
development of innovative
activity in Tatarstan. It is the
largest physical technopark
in Europe – two hectares.
44 independent companies
have been set up and 94 new
projects are being implemented in the Technopark.
The total amount of investment in projects over the last
two years has amounted to
more than $14.3m. The collective tax revenue generated
by the Group of Companies
Idea (Technopark Idea, Kamsk
Industrial Park Master and
Technopark Idea – Yugo-Vostok) since 2007 has never
been less than $8.3m a year.
The investment in the infrastructure of Idea ($51.5m)
is to be repaid within 6.5
years. The expected revenue
to the republic by the middle
of 2009 will be an additional
$2.04m a year. In the future,
Idea in cooperation with IBM,
intend to set up a technopark
in the field of IT.
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The first project approved by the Technopark’s Expert Council is our business-incubator. It’s here
where innovators get start-up funding and a whole
range of business services (physical space, legal assistance, business planning, marketing research,
technical support, etc). The Technopark’s manager supervises the project’s development, evaluating risk and monitoring effective use of the budget. The Technopark’s share in each new business
is, as a rule, 10 %. If the project develops successfully the company’s value increases as well as the
Technopark’s investment. If not, it may be asked to
leave the Technopark. The success criteria is the
fact that the Technopark’s share has been sold. On
average the first company “leaves” the project in
four-five years.
There are 18 companies in the business-incubator of Technopark Idea. 100 companies at the stage
of early development use Business-Incubator’s services but do not use its premises.
Most of the companies in the Innovative Technology Centre are IT firms. This is a significant difference from conventional business centers. The
Technopark is home to business incubator Sviyaga, which was set up as a part of a federal program.
We provide office equipment, furniture and communications to SME firms on favorable terms. Currently there are 50 companies, including 35 Sviyaga, at the Innovative Technology Centre.

At the Technopark Idea, there are currently
20 companies, including such multi-nationals as
DHL, McDonalds, Siemens and Bauer-Kazan. All of
these companies are anchor residents at the technopark and carry out engineering and service activity there. Collectively, they have already invested
$1.2m. This year, the investment is expected rise
significantly to around $16.3m

Tenant income creates self sufficiency
Cooperation with these companies since April,
2007 has enabled Technopark Idea to provide support for companies located in its business incubator and Innovative Technology Centre without using its own budget funds.
Technopark Idea together with the Investment
Venturing Fund of Tatarstan and the Russian Association of Direct and the Venturing Investment has
held District Venturing Fairs in Kazan since 2005 to
attract investors’ attention to innovative projects.
In July 2007 the second District Venturing Fair became the Annual Kazan Venturing Fair. 460 people from ten countries, including representatives
of more than 50 innovative companies, large corporations, experts of investment companies and
banks, Russian and foreign venturing funds, strategic and private investors, business angels participated in Venturing Fair of 2007. 2008 looks like it
will be even better!

Profile / Tatarstan Scientific & Technical Information Center

WTO makes protecting intellectual property a vital necessity
Tatarstan ranks fourth in Russia for the number of patent applications. However less than
50 % of granted patents are used for commercial purposes. Unless new laws are enacted to protect
intellectual property, Russian firms looking forward to future WTO profits will be fighting patent
wars instead.
A scientific idea protected by intellectual property rights is fundamental to any innovation project.
Once the holder of these rights has received a patent for this intellectual property it becomes an intangible asset. In the global economy technologies that
are used to manage intellectual property rights identify leaders of the modern manufacturing sector. Intellectual property is a rare commodity on the balance sheets of Russian companies and the market for
licensed technologies is still underdeveloped here.
As a result, many innovation firms have a difficult
time attracting investment because there are no adequate technologies to protect their intellectual property. The intellectual property law applied in Russia
(which includes the Republic of Tatarstan) simply
does not meet world standards. As Russia looks forward to becoming part of the World Trade Organization, it needs to understand that it will most likely
face the following problems: the competitiveness of
our unprotected innovation products will be weakened and sanctions against unpremeditated violation
of third party rights will increase the commercial vulnerability of innovative companies that ignore capitalization of their intangible assets. Russian firms
will be fighting patent wars for years, so it is high
time to start getting ready to protect ourselves.
This issue is so important that the Republic has
decided to create a state system to manage intellectual property. In late 2007, the President of Tatarstan also issued a decree on implementation of this
system. Special attention is to be paid to integrating
scattered data on innovation projects launched in
the Republic to make a unified list of all R&D, design and engineering works and their results, including intellectual property. This list will serve as
a basis for creating a portfolio of innovation projects
for their further promotion in domestic and foreign markets. Apart from this, implementation of
this system calls for protection of intellectual property, working out methods for commercialization
of R&D, giving a competent prognosis of the development of the most promising projects, specifying the best developers and appraising their efficiency. The plan also helps ensure legal protection
of intellectual property located in Tatarstan to create systems that would allow for the appraisal of
intellectual property. This will help developers to
start using their intellectual property for commercial purposes and provide companies and enterprises of the Republic of Tatarstan with complete information on patents both in the Russian Federation
and all over the world.
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Tatarstan’s Scientific and Technical Information
Center has been selected as one of the organizations
to be responsible for the implementation of this policy. We are working out a system to arrange the results of R&D activities and to manage intellectual
(industrial) property financed by the authorities of
the Republic of Tatarstan. We have been working
on this system together with the Ministry of Economy and Industry of the Republic of Tatarstan and
the Academy of Sciences of the Republic of Tatarstan since 2004.
As a part of our activities we have also worked
out a project for the specification, development and
implementation of an automated system for arranging and managing the results of R&D activities. The
Cabinet of Ministers of the Republic of Tatarstan
has also created a project named “On State Registration of the Results of R&D, Designing and Engineering Works”. The system has already been tested
by the Tatarstan Scientific and Technical Information Center while registering R&D works financed
by the Academy of Sciences of the Republic of Tatarstan in 2005 and 2006.
Information on the state system for intellectual
property management in the Republic of Tatarstan
was presented at the Moscow international forum
on Special Economic Zones in the Russian Federation and at the tenth Saint Petersburg International Economic Forum. Our activities have received
support from the Prime Minister of the Republic of
Tatarstan and he has given his recommendations on
how to integrate the system into the legislation of
the Republic as soon as possible.

Albert Ibragimov,
Director of the Tatarstan
Scientific and Technical
Information Center
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Profile / LaCoNix

How a corporate problem became a huge commercial success
LaCoNix, a company with a long-standing history of software development and an impressive portfolio
of internet solutions, had a big problem getting its IT people up to speed. Its internal solution was to
create an integrated software suite for in-house use. Its “Business Management Center” software was
such a success that the company made it into a commercial product which it is planning to introduce
throughout the country.

Vladimir Nikitin,
Marketing Director
LaCoNix / Laboratories
For Computer Nicety

Like many other IT companies, LaCoNix faced the
problem of an acute shortage of IT specialists. It
not only solved the problem, it created a successful product that it sells to clients.
The solution was to it organize, produce and
document a system in such a way as to enable all
new employees to quickly acquire the necessary
knowledge and skills by using the practical experience of the entire company.
Managing this complex “know-how” for LaCoNix’s internal needs worked so well, the firm decided to offer it to its customers.

System integration with ease of use

Ilgiz Asadulin,
Consulting Director
LaCoNix / Laboratories
For Computer Nicety

It’s a unique system because it integrates a suite of
products within one user friendly interface. The
first product is called a “corporate portal”. This
type of software is designed to unify all employees and offices in a company into a single information base. The second product is a project management module which includes task setting and
controls.
The third product is automated document management which allows for quick and easy document management and retreival. And final module is a customer relationship management (CRM)
system to improve the efficiency of managing customer relations. Using the internet, this system is
of particular interest to large companies and holdings having numerous affiliates and offices. Users
do not have to access this system from their work
place – the system can be easily accessed through
a usual web browser from home or even from an
internet cafe.

Automating separate functions
Generally speaking the demand for such business
management systems that automate separate company functions (execution discipline, working management, electronic document management, CRM
or know-how management) is growing. The main
advantage of such systems is their relatively low
cost, fast implementation and rapid results.
By prudently using information technology one
can get considerable competitive advantages for
his / her company while all the investment spent on
IT is sure to pay off due to increased business efficiency. More often than not a company’s further
development is simply impossible without the automation of business processes. The use of the new-
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est IT instruments is also dictated by today’s competitive environment.
At present practically all market leaders have robust automation system implemented at their enterprises. The tendency of integrating enterprise
resource planning (ERP) systems such as SAP, Oracle and Axapta at large businesses and holdings
can be observed in Tatarstan too. For the majority
of medium-size businesses and holdings consisting
of smaller businesses there is not a suitable ERPclass management system. The world tendency for
resolving this problem is to use service-oriented architecture (SOA) systems which allow their users
to create a customized system with minimal use of
programming time.

LaCoNix: company profile
55 Company . LaCoNix is a Kazan-based company which is a leader in software development
for internet-based activity and IT consulting. The
company also deals with offshore programming
in cooperation with foreign partners. LaCoNix
specializes in: software development – 40 %, offshore programming – 30 %, designing and integrating finished software solutions and ERP systems – 30 %.
55 Products. The company’s portfolio includes
more than a hundred interactive informational
web resources of varied complexity levels as well
as a large number of intranet applications such
as internal software for companies of various sizes using network technology. Several products
manufactured by LaCoNix have been certified by
Microsoft.
55 Clients. Among LaCoNix’s clients in IT consulting are such companies as the Agency for Forecasting Balances in Electric-Power Industry (a subsidiary of RAO UES of Russia), the State Traffic
Safety Inspectorate in the Republic of Tatarstan,
the Administration of the RF President’s Plenipotentiary in the Privolzhsky Federal District, the
DOMO chain of supermarkets, the Volga Agency of Competitive Technologies, Ministry of Internal Affairs for the Republic of Tatarstan, Tatagroprom bank, the Mortgage Agency of the Republic
of Tatarstan and KamEnergoRemont-Holding to
name but a few.
55 Partners. Miva Inc. (California, USA), PriceLeap Inc (New York, USA), Microsoft (Moscow,
Russia), DePaul University (Chicago, USA).

Profile / Microsoft

Millions of Tatars all over the world now have the opportunity
to use new Microsoft products in their native language
Tatarstan became the first Russian region to use its national language in Microsoft operation
systems including Microsoft Windows XP, Windows Vista and Microsoft Office 2007.
The cooperation of Tatarstan and Microsoft began
in 2005 when a Memorandum of Cooperation was
signed which outlined plans to create an electronic government for Tatarstan, state electronic services, supplies of licenced software for the republic’s
authorities and to produce Microsoft Windows XP
in the Tatar language. The Tatar language software
took a year to complete and was presented to the
government in 2006.
All the project work was carried out by Microsoft,s
oldest partner in Tatarstan – ICL-KME CS, which has
been cooperating with Microsoft for 12 years. The
project was uniquely challenging. The biggest difficulty was creating a linguistic base of modern Tatar
that could be used in information systems. A language is a not a static series of commands, but a
“live” substance which is constantly changing and
developing. Thanks to joint efforts of IT experts
and linguists, large-scale work has been carried out
which will allow Microsoft to promote further development of the Tatar language and add new software products.
The final version of the Tatar-localized package for Microsoft Windows Vista has also been
launched. The localization package with in-built
spell check for Microsoft Office 2007 is expected
at the beginning of 2008.
Apart from the availability of IT, the new Tatar
language software products information allow authorities, educational institutions and ordinary
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users to increase their efficiency. The localization
package is not a commercial product. It is available for downloading from open sources. Anyone
can download it to a computer and use an operation system in Tatar.
Tatarstan is home to 3.7 million residents, about
50 % of them are Tatars. But it is not the only targeted audience. There are about five million Tatars in
the world. The opportunity to work with software
in the native language allows them to be closer to
each other and expands their communication in
private life as well as business
The new Tatar language software is also a vital
tool in bridging the digital gap between urban and
rural settlements. Now 100 % of schools in Tatarstan have access to the internet. All Tatar schools
are equipped with licenced software that Microsoft
has supplied in compliance with agreements it has
with the government and school departments. An
immediate benefit of the launch of Tatar versions
of our products has enabled students in computer
science programs to use their native language to
develop additional teaching resources.
Language is one of the main elements of a nation’s cultural heritage. The responsibility of a
country is to preserve and develop it. This is exactly why the localization of Microsoft products in national languages has such great significance. It not
only preserves the language, but helps it develop
and adapt to new conditions in the society

Maxim Ivashkevich,
Microsoft’s representative
in Privolzhsky Federal District
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Natural resources,
extraction
and processing
Tatarstan shipped more than 30m tons of oil
worldwide last year. With record prices of more
than $100 barrel, the income generated from oil
is staggering. But the critical issue for Tatarstan
is what to do when its black gold runs out.
According to the assessment of explored and
forecast resources, the region will only have
enough reserves to last until around 2200.
Companies are responding not only by searching
for new fields, but on more efficiency and valueadded operations. Tatneft’s multi-billion dollar
refinery, on line by 2011, will produce 20
different deeper conservation products and over
250 petrochemical products. The new complex
will process up to 14 million tons of heavy sour
crude annually.
The republic’s huge industrial potential could
allow it to become a national trading site for these
highly sought-after chemical and petrochemical
products. To realize all of this potential, however,
more is needed than just Tatneft. The production
facilities of 200 other enterprises in this sub
sector will require substantial upgrades. This
presents an opportunity for aggressive investors,
M&A activity as well as multi-nationals.
The most highly regarded established majors in
this arena are Novatek, Gazprom and Tatneft, all
of which are available to investors either as ADR’s
or on the RTS.
MARCHMONT
Capital Partners

Black gold’s new focus is efficiency and value-added refining
Oil production is the driving force of the Tatarstan industrial economy, with its oil, gas and petrochemical complex
playing key roles. However, the depletion of its natural resources has forced the republic to make changes to its oil
production industry. In addition to improving efficiency and stepping up the search for new fields, Tatarstan is
building a new industry around the production of refined oil products.
Oil is and will forever remain a highly a
valued commodity. In the first six months
of 2007 the republic of Tatarstan supplied
9.8m tons of oil to the world market including 3.1m tons to CIS countries. Oil production for 2007 was around 30m tons. With
prices hovering around $90 barrel, the income generated by oil is staggering. The
critical issue for Tatarstan is what to do

General information
The oil, gas and petrochemical industry includes
recovery (oil, oil gas) and processing enterpris
es, chemical and petrochemical suppliers and
producers of petroleum end products.
55 Four of the republic's major companies make
up around 94 % of the total oil and gas com
plex sales volume: Tatneft, the largest; Ni
zhnekamskneftekhim,Nizhnekamskshina and
Kazanorgsintez.
55 Progressive, actively developing companies
in the sector are Nefis-Cosmetics, KVART,
Nizhnekamsky (carbon black), Kazansky
(synthetic rubber), Karpov Chemical Plant,
Sevilen, Khiton, among others.
55 The SME sector in the oil and gas complex is
represented by 200 businesses that process
products produced by the largeest sector
companies, such as polyethylene, laprols,
synthetic rubbers, alfa-olefins.
Information source: 2004 – 2008 Tatarstan oil
and gas complex development program

when its black gold runs out. According to
the assessment of explored and forecast resources, the region will only have enough
reserves to last until around 2200.
In the past few years the volume of oil
production in the republic has been deliberately set at 30 million tons annually. From
2020, a plan has been developed to reduce
production further to approximately 15m
tons a year.
Many oil fields are already considered depleted. The largest and oldest Romashkinskiy oil field, belonging to Tatneft, has only
20 % of its original reserves left. The company is therefore increasing its resource base
outside of Tatarstan by exploring possible reserves in the Samara and Orenburg regions
and the Nenetsky Autonomous Okrug.
In addition to Tatneft, the Nefteconsortsium comprises more than 30 producers.
These small companies own heavy crude
and sour crude oil fields which are lowprofit producers and therefore not significant enough for major oil firms to control, but are important to the country as
a whole.
The republic also produces oil gas, Tatneft alone recovered 800m cubic meters of
oil gas in 2007. The major gas consumer
in Tatarstan is the energy industry. It consumes about 10bn cubic meters of gas a
year. Propane is used by gas stations, butane gas is used for rubber production and
methane is used for household needs.

Oil refining
At present, independent oil production
companies do not participate in oil refining
to a large extent. The greater part of their
profit comes from crude oil sales. However, the emergence of small oil producers
created competition and stimulated the
search for new refining technologies which
has brought about changes in the market.
Moreover, the Russian Federation Government passed an Act in January 2007 giving
tax incentives and tax exemptions to owners of new oil fields. However, the nature of
the Act unintentionally discourages the exploration of new oil deposits that lie deep
underground and are hard to recover. As
the result the law is expected to be revised.
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About 400,000 tons of oil recovered by Tatneft is processed by the Elkhovsky, Moscow
and Nizhnekamsky (TAIF – NK) oil-processing factories. About 300,000 – 500,000 tons
of heavy crude is processed by the Ukrainebased Kremenchug oil processing factories.
TAIF Oil refineries that are part of the TAIF
holding do not specialize on refining sour
crude. In fact there are very few plants in
the world that do specialize in this activity.
About 80 % of Tatarstan oil reserves are low
productivity, high viscosity, sour crude.

Tatneft’s new refinery
At present the Tatarstan oil-processing industry is in its infancy. Tatneft ‘s new $5bn
refinery will change the industry completely. Its new refinery complex will include
three interrelated fuel and petrochemical industries, an refining plant, a deeper conversion plant and a petrochemical
plant for the production of benzene hydrocarbons products. The construction works
are planned to be completed by 2011. Once
completed the plant will produce 20 different highly refined products and over 250
petrochemical products. The new complex
will process up to 14 million tons of heavy
sour crude annually.

Petrochemical potential
Russian demand for petrochemical products remains high and is predicted to increase by more than 4 % per annum until
2010. Accordingly, petrochemical production volume in the region is also rising with
output up 3.5 times its initial capacity. The
petrochemical industry of Tatarstan constitutes 17.5 % of the whole industrial sector
in the republic and produces around 28 %
of Privolzhsky Federal District petrochemicals output and around 13 % of Russia’s total output. This includes around 36 % of all
of Russia’s polyethylene, 44 % of isoprene
rubber and 33 % of automobile tires. The
republic’s huge industrial potential could
allow it to become a national trading site
for chemical and petrochemical products.
To realize all of this potential, however, the
production facilities of its 200 enterprises
in this sub sector will require substantial
upgrades.

Natural resourсes and oil processing industry
Production of petroleum products (January – August 2007), thousands of tons
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Profile / Kazanorgsintez

Tatarstan and Japanese chemical firms join forces to create new
reclamation technology that also reduces greenhouse gases
In 2004 Kazanorgsintez and TAIF signed purchasing licenses and basic engineering contracts for
bisphenol A production with Idemitsu Kosan Co., Ltd., a Japanese firm. A contract to producte
polycarbonate was signed with another Japanese company Asahi Kasei Chemicals Corporation. As
a result, a new environmentally safe plant started functioning late last year that not only reclaims
over 20,000 tons of carbon dioxide, but produces high demand chemicals.

Albert Shigabutdinov,
board of directors Chairman,
Kazanorgsintez
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The new plant is set to produce 70,000 tons of bisphenol A and 65,000 of polycarbonates tons a year.
Its new technologies are able to turn basic phenol,
acetone and ethylene oxide into a valuable market
product in an environmentally safe manner. Moreover it reclaims over 20,000 tons of carbon dioxide
that is normally let out into the air causing a green
house effect. It’s the only plant in Russia using this
technology and one of only a few in the world.
All necessary feed stock including ethylene oxide is also produced at Kazanorgsintez facilities.
The new bisphenol A production plant is meant
to enhance Russia's domestic production of computer goods, automotive components, household
appliances, optical devices and many other products. According to analysts, the new availabilty of
bisphenol A and polycarbonates has been a long

time coming and is eagerly anticipated by these
industries.

Project features
55 Company. Kazanorgsintez is one of Russia’s
major chemical goods producers. It produces more
than 38 % of Russia’s polyethylene and is its biggest exporter. It leads the industry in the production of gas polyethylene pipes, phenol, acetone,
cooling liquids, chemical reagents for oil recovery
and natural gas dehydration. Annually the company produces over one million tons of chemical
goods, a quarter of this number is exported to other countries.
55 Product utilization. Traditionally bisphenol
A is used for the production of polysulfone, polyarylates, special phenol-aldehyde, polyester-imide,
unsaturated polyester resin, and ethoxyline resins
that are used in electronic circuit board production.
The main focus of bisphenol A utilization will be
for polycarbonates production that Kazanorgsintez plans to make in the second quarter this year.
These materials are polymers that are used to make
CDs, contact lenses, blood filters, medical tools and
other products. The remaining 10 – 15 % of bisphenol A will be shipped to other regions.
55 Feed stock. Bisphenol A feed stock are phenol and acetone which Kazanorgsintez has been
producing since 1963. Recently the plant has upgraded its phenol and acetone production facilities enabling it to increase production capacity to
65,000 tons a year.
55 Competitors. Among the world's largest bisphenol A producers are Bayer (Germany), GE
Plastics (USA), Dow Chemical (USA), Idemitsu Коsan Co. (Japan), Mitsubishi Chemical (Japan) and Mitsui Chemicals (Japan). In Russia Novokuibyshevsk and Ufa produce bisphenol A under
the name diphenylolpropane.
55 Funding. The project cost is kept secret as
it is one of the confidentiality clauses of the contract. The initial capital investment is known to be
around $60m.
55 Safety. The project complies with the latest
industrial production, environmental, sanitary
and epidemiological safety regulations. The production uses energy-saving technology and does
not emit waste into the atmosphere nor into the
water.

Industry
& manufacturing
Tatarstan is one of the richest and most
economically developed regions in the Russian
Federation. It is second in economic development
only to Moscow. Gross regional product in 2007
was $30bn.
Industrial production constitutes 45 % of the
republic’s GRP. Compared to 2006, GRP increased
by 8.7 % and industrial production by 8.8 %.
The most developed manufacturing sectors are the
petrochemical, automotive and aircraft industries.
The products of these sector account for more than
30 % of the overall industrial production in the
Republic of Tatarstan.
Over the first half of 2007 the region’s
enterprises involved in mechanical engineering
generated $13.89bn. The key industries here are
metalworking, chemical and petrochemical sectors,
oil and electric energy production.
Fiat, Isuzu and KAMAZ are all making cars in
Tatarstan. Many analysts agree that Russia is the
fastest growing car market in the world, with car
ownership only one quarter that of France. Russia
is likely to be a larger car market than Germany in
the next couple of years and the region will play a
dominant role.
According to Expert RA, Tatarstan is among the top
ten Russian regions in several categories, including
2nd place for its “stable local political conditions”
and “steadily low investment risk” during the last
decade, while its general ranking among Russian
regions is 10th.
The major players are all listed on the RTS, but
investors need to pay special attention to European
and Asian markets as well to track the many
multinationals who are forming JV’s here.
The top analyst picks are Severstal-Auto, TNK-BP
and Tatneft
MARCHMONT
Capital Partners

Automotive and aircraft sectors are flying high
Machine building, which includes automotive and aircraft production, is one of Tatarstan’s primary economic
sectors. Over the first half of 2007 the region’s machine building enterprises produced $13.89b of products.
Analysts agree that this sector, together with the chemical and petrochemical industry, will determine the republic’s
industrial output for the next five years. The only cloud on the horizon is whether or not public and private
investors can maintain the continued level of high investment necessary for these capital intensive industries.
The Republic of Tatarstan is well on its way
to become one of Russia’s top automaking
regions. It currently accounts for 48 % of
all heavy motor vehicles manufactured in
Russia. Over the first nine months of 2007
the IPI in Tatarstan’s production of passenger cars reached 240 % against the same
period of the previous year, 128.1 % in the
production of trucks. The official forecast
for the next three years is for production
to increase to 200,000 light motor vehicles and minibuses and 80,000 heavy motor vehicles.

Automotive cluster development
The largest companies which manufacture
automotive vehicles in Tatarstan include
KAMAZ Inc., Severstal-Auto and PA ELAZ
(Production Association Elabuga Automotive Works).
Tatarstan also has its eyes on automobile
components. A growing number of small
and medium-sized businesses are gearing
up to manufacture auto parts for both light
and heavy motor vehicles.
It’s all part of the region’s focus is to develop automotive “clusters” – companies
working in close proximity that can together create production efficiencies that
officials hope will encourage more industry players to consider locating and investing here.
There are a lot of reasons why Chinese,
French, Indian and Italian automotive firms
are looking at Tatarstan. The region not
only has a well-established base of proven manufacturers, but also a well-trained
machine building workforce. Government
support includes significant tax incentives
for manufacturers.
The region is also centrally located
which enables car makers to ship their autos to major population centers to the east,
west and south through Kazan. An additional plus is working with local petrochemical enterprises involved in the production
of polymer materials.
With the shift to smaller, lighter weight
cars to increase gas mileage, more than
20 % of all auto parts produced today are
made of plastics and about 8 % of rubber.
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Automakers here will have more resources
and flexibility to use parts from local manufacture rather than rely on imports.
Analysts agree that automotive clusters
are a win-win for all parties because they
not only attract significant investment, but
create high paying jobs, enhance the tax
base and stimulate the creation of many auto-affiliated businesses. With Russia set to
become one of the top auto markets in Europe, the idea of making cars here rather
than importing them will fully integrate the
country into the European and global automotive industry.
The crown jewel of the automotive cluster concept is the new Alabuga Special
Economic Zone (SEZ). Its has almost 30
projects in the pipeline which will require
some 30.7 billion rubles ($1.25b) investment to be fully realized.
The SEZ resident companies will all benefit from a number of tax incentives including land tax exemption, income tax reduction and other incentives. Alabuga’s most
recent success, begun just last month, is
Severstal-Auto’s partnership with Italian
car maker Fiat to produce 10,000 Ducato’s
this year. Severstal already builds for China’s Ssang Yong and Japan’s Isuzu.
In coming years the goal is to make the
Republic of Tatarstan a leading automotive
producer. It has the capacity to produce
200,000 light and heavy duty motor vehicles a year plus a full array of auto parts.
Kama Industrial Park Master (KIP-Master), based on KAMAZ’s. premises is another highly promising center of automotive
design and production.
The firms here include the world’s bestknown auto parts manufacturers, major
Russian and foreign suppliers and companies partnering with KAMAZ Inc.

Aircraft industry
Tatarstan’s legendary aircraft industry is
more than 60 years old and it’s here that
the new generation of fly-by-wire Tupolev’s
are made as well as military jets.
At present the region is home to four major aircraft building companies: the sector’s
largest are Kazan Helicopters and Gorbu-

nov (Tupolev) Kazan Aircraft Construction
Association. The others are MVEN, the only
maker of emergency parachute rescue systems in Russia and the CIS and, finally,
Kazan Motor Production Association, Russia’s exclusive manufacturer of automated
gas-distribution stations. But even though
Tatarstan’s aircraft industry has a high potential, manufacturing facilities in this sector are still inefficiently utilized. Significant
private and public invesment is needed to
upgrade plant and equipment to worldclass standards. Regional authorities are
planning a number of alternative strategies
to support the sector. Plans include everything from setting up design bureaus and
aeronautical engineering firms to building
assembly plants and parts facilities.
Sources: The Republic of Tatarstan Program of SocioEconomic Development for 2005 – 2010; the Territorial
branch of the Federal State Statistics Service in the
Republic of Tatarstan provides socio-economic data over
the first three quarters of 2007

Profile / StelsAviaTech

Kazan entreprenuers see a silver lining in the design
and development of a new generation of ultra-light aircraft
The group of specialists of a Kazan company StelsAviaTech are currently designing a multi-purpose
ultra-light aircraft (UL). Although it’s an intensely competitive marketplace, sales are booming and
the use of ultralights in Russia is still in its infancy.
Russia is experiencing an increasing interest in light
aviation. Advances in aircraft engineering, manufacture and operation have lead to a wide-spread
use of light aircraft. Called ultra lights (UL), these
small planes can now be purchased for the same
price as your average car.
According to experts, the assumed demand for
ultra light aircraft in Russia for the next two years is
2,000 – 2,5000 planes a year. The majority of sales
still come from aircraft used for commercial purposes rather than for leisure.
The foreign market for ultra light aircraft is huge.
In Germany for example, it has been increasing 5 – 6
times every year and there are more than 100,000
people who are members of ultra light clubs. In
the USA the total number of registered planes is
160,000, of which almost 94 % (150,000) are sport
and passenger planes called small-in-small class.
Ultra-light manufacturers estimate the value of
the light aviation market of North America alone
over the next 20 years is $15 – 17bn. Experts predict that up to 200,000 small aircraft will be sold
worldwide by 2015.

55 Partners. The co-signatories are MVEN, Tupolev and others. Having studied foreign aircraft
market opportunities StelsAviaTech plans to create a network of dealers in North and South America. To realize this stage of development the partners are Stolichnaya Transportnaya Companiya and
KNPP Mi Helicopters.
55 Competitive environment. There are hundreds of ultralight manufacturers worldwide – the
leading firms are in the US and Canada. Each year
many new models (even battery-powered models
and those that can even be put into a backpack)
are introduced. The market is very competitive and
the ability to offer service and parts after the sale is
critical to maintaining dealer and customer loyalty.
A booming new market is LSA’s or “light sport aircraft”. These are heavier planes whose prices can
be as high as $100,000.
55 Development opportunities. These include
development of new light aviation aircraft, modifications, ultra light helicopters and the remotelypiloted vehicles market (military and commercial
applications).

Vladimir Gaynutdinov,
Director of StelsAviaTech
PhD in Engineering science,
Professor, Head of Aircraft
Design and Engineering
Department of Kazan State
Technical University n.a.
A.N.Tupolev
Mr. Gaynutdinov has a wealth
of experience in aircraft engineering and is a holder of 10
patents. He is a well-known
figure in the aviation industry
and scientific circles.

Innovative project: design and production
of ultra-light multipurpose aircraft
55 Company. Kazan company StelsAviaTech was founded in cooperation with Technopark
Idea based on Kazan State Technical University n.a.
A. N. Tupolev.
55 Project objectives. Set up technical equipment
of a small plant for final stage manufacture, certification and sale of ultra-light multipurpose aircraft produced in cooperation with small businesses.
Planned plant capacity is 38 – 50 aircraft a year.
55 Application. Passenger transportation, forest patrols, oil and gas pipeline patrols, water areas, various mainlines patrols; ecological control
of large areas; identification, connection with and
shipment of cargo in emergency situations; farming needs, shipment of confidential cargo; recreation and tourism.
55 Investment. In addition to a $192,400
loan, $105,000 funds have been granted to the
project. The total cost of the project is projected at
$1,500,000. Allocation of investment: 62 % – purchase of fixed assets (improvement of production facilities), 10 % – improvement of the product,
15 % – marketing (exhibitions, dealer network expansion), 10 % – circulating assets, 3 % miscellaneous (personnel training).
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Profile / Alabuga SEZ

The Alabuga SEZ, with $1bn portfolio, is off to a fast start
Tatarstan is the first special economic zone (SEZ) in Russia to focus on industrial production. The
Alabuga SEZ has a singular mission and provides singular conditions. Although there are only five
current tenants, two of them are industry majors. Within the next 5 years, the complex is expected
to have more than 40 tenants. Alabuga’s investment pipeline is now more than $1bn and growing.

Timur Shagivaleyev,
Head of the Territorial Board of
the Federal SEZ Management
Agency in the Republic of
Tatarstan
In 2005 Tatarstan was one
of the winners in the contest
held by the Russian Ministry
of Economic Development and
Trade and the Federal Special
Economic Zones Management
Agency to create an SEZ. In
November 2007, the Alabuga
SEZ became a reality, located
on industrial property in the
Yelabuga district. More than
$500m. will be invested in
Alabuga over the next three
years. By the end of 2011 the
SEZ is expected to have 40
resident companies, generate
some 30,000 new jobs and
add at least $2bn to the Russian economy.
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Tatarstan’s SEZ is of special significance for the entire Russian economy. There are more than a dozen sector-specific SEZ’s in Russia, but Alabuga is
one of only two to focus on industrial production.
It’s the reason why the complex is located in the
heart of an extraordinary area of diverse industrial production – an area that includes oil extraction
(Tatneft), oil processing, petrochemicals (Nizhnekamskneftekhim, Kazanorgsintez, Nizhnekamskmashina), machine building (KAMAZ, Severstal-Auto) and aircraft building. The projects to be
launched within the Alabuga SEZ are expected to
pump at least $2bn into the Russian economy as
well as expand the tax base and create new jobs.

These cities already have a number of vocational schools and higher education institutions capable of training highly qualified staff, particularly
specialists in the chemical industry and mechanical engineering.
Alabuga’s primary tenants will be automotive
and auto parts manufacturers. According to Alabuga SEZ long-term development strategy, by 2011
the SEZ will have 40 operating resident companies, manufacturing passenger cars and buses, auto
components, heat pumps, construction equipment
and materials, high-tech electronic devices, aircraft
components and avionics, petroleum products, polymers, pharmaceuticals and household products.

Jobs for 30,000 workers

Isuzu’s and Fiats ready for production

The Alabuga SEZ is intended to create optimum
conditions enabling Russian and foreign companies
to implement various capital investment projects
in a wide range of manufacturing industries – from
automotive and petrochemicals to aircraft building
and pharmaceuticals. Its success will have a profound effect on economic development throughout the Republic as well as the country.
First, the establishment of Alabuga gives a fresh
impetus to Kama district development. Alabuga is
centered in the Kama industrial hub which has
about one million residents. The number of new
jobs to be generated within Alabuga SEZ is estimated at some 30,000.
This will require vast labor resources and draw
workers from neighboring cities: Yelabuga, Naberezhnye Chelny, Nizhnekamsk, Mendeleyevsk.

Two of the five residents, currently registered in
Alabuga SEZ, have been set up with the participation of foreign capital. The first is Rockwool-Volga,
founded by the world’s leading producer of stone
wool Danish Rockwool Group. The production volume of Rockwool-Volga is to amount to 100,000
tons a year. The other is Severstal-Auto which just
last month signed up to build Fiat’s and is ready to
make Isuzu’s as part a joint venture with Japan’s
Isuzu Motors Limited (one of the world’s largest
manufacturers of trucks, buses and automotive engines) and Sojitz Corp. (a major trading corporation operating a wide array of businesses). Severstal-Auto is expected to make 25,000 Isuzu’s a year
and 10,000 Fiats – with capacity to double or triple
these volumes if the demand is there.
Also in January this year, Swedish polyethylene
and polyolefin producer maker Basell and Tatneft
annouced a $49m JV to build a new factory to make
epoxy resin products for Severstal-Auto, KAMAZ
and others in the complex.
The Alabuga SEZ presents a good example of the
partnership between the private and public sectors.
Its “one stop” principle ensures that the SEZ is fully
transparent and attractive for business. The preparation of all necessary documents is a complex and
many-staged process. The “one stop” system helps
solve problems by offering assistance from16 different administrative departments – from a customs
agency to retirement benefits office – right on-site.
In addition, like all SEZ’s, Alabuga offers a wide
range of special tax incentives designed to attract
businesses and then keep them.
Although Alabuga is still in its infancy, its ability to attract major players and put together such a
powerful pipeline of future projects is remarkable.

Profile / Nizhnekamskregeneraciya

Turning challenges into opportunities – creating a $10m business
by reclaiming molybdenum and petrochemical waste
Most large industrial, chemical and petrochemical businesses face the challenge of how to recycle or
otherwise handle their waste. Nizhnekamskregeneraciya saw this challenge as an opportunity and
has created a unique technology for waste reclamation of high-value ($73 kilo) molybdenum.
At the end of 2005 a group from Nizhnekamskregeneraciya and Technopark Idea started a joint
project to develop a unique technology to process
industrial molybdenum waste. Now this technology is patented and its value is estimated in the region of $1.25m.
The realization of this project became possible
due to the ingenuity of the scientists at Nizhnekamskregeneraciya and the company’s rich experience
in waste processing. Now that the patent is secure
and the technology is ready to be commercialized,
the project’s end aim is to start large scale processing of industrial waste and catalytic agents used at
regional chemical enterprises. The result will be
that thousands of tons of high-value goods, namely molybdenum and benzoic acid compounds will
be reclaimed.

Investment project: industrial
molybdenum-containing waste
processing
55 Company. Nizhnekamskregeneraciya was registered in 2004. The company specializes in the integration of advanced technology to process petrochemical and industrial waste. The developed
waste-processing technology is targeted at the production of molybdenum and benzoic acid trioxide
which will help replace imported goods with domestically manufactured ones.
55 Products. Benzoic acid (chemical name is
benzol-carbon acid, С6Н5СООН) which in terms of
its quality meets the state standard GOST 6413 – 77
and industrial molybdenum oxide (chemical formula: МоО3) which contains 99.0 % of the basic substance. The use of this technology and the resulting
products will not only meet the industrial needs of
various regional businesses but significantly reduce
environmental pollution (at present, these industrial wastes are burned, causing irreparable damage to the environment).
55 Factory’s projected capacity. The production
of benzoic acid is expected to reach 4,540 tons, Its
total value will be $3.8m year. The production of
industrial molybdenum oxide is expected to be 40
tons with a total value of $3m year.
55 Market. At present there is a high demand for
the molybdenum oxide both in the national and global markets. This oxide is used to produce ferromolybdenum, as well as intermediate products in the
manufacture of molybdenum-containing catalytic
agents. These are used in the organic synthesis of
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styrolene and propylene oxide as well as in special
steel production. The market of molybdenum compounds is more fluid. The price fluctuations depend on Chinese and American importers. Molybdenum’s current market price is $73 per kilogram.
Benzoic acid is used as a preserving agent for foodstuffs and vegetable raw materials and as a component of chemical weed and pest killers, rubber
products, antifreeze agents, plasticizing agents, lacquers, glues, dyes and synthetic polymers. This acid
is also used as an agent in pulp production. Russia’s
only facility producing benzoic acid is located in Altay at Altaykhimprom. The production output of
this facility is very low, 2,000 tons per year.
55 Investment. Technopark Idea has invested
$628,000 in the project so far. Now that the technology is ready to be commercialized, another $5m
is needed to finance the cost of production facilities
and equipment as well as to provide necessary current working capital for marketing and sales.
55 Partners. Raw materials will be supplied by
Nizhnekamskneftekhim, KAMAZ, KAZANORGSYNTEZ and UFAORGSYNTEZ. The necessary infrastructure and energy resources will be provided
by Nizhnekamskneftekhim.

Alexander Zimin
Project Manager,
Technopark Idea
Mr. Zimin is also responsible
for general strategic management of the Nizhnekamskregeneraciya project. He also
supervises other innovation
and investment projects in hydrometallurgy, automobile and
aircraft building industries.
.
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Profile / KAMAZ

The new KAMAZ: a leaner, more efficient multi-national partner
KAMAZ is undergoing a major overhaul. The company is set to halve its premises, cut operating
production facilities ten times and reduce its product line by 70 %. The auto giant is outsourcing
auto parts production, setting up JV’s with foreign automakers and working with small and
medium-size businesses in the new Kama Industrial Park Master (KIP-Master). It’s a bold strategic
plan to create a leaner, more efficienct KAMAZ.

Sergei Kogogin,
CEO of KAMAZ Inc.
In 2007 KAMAZ sales
passed the 50,000 mark. In
2008 it plans to manufacture and sell 65,000 trucks.
The goal for 2010 is 80,000
vehicles. KAMAZ is one of the
most successful and reliable
exporters in Russia. Over the
past eleven months of 2007
KAMAZ shipped 12,000 vehicles abroad. The company
ranks 11th among the world’s
top manufacturers of automotive equipment and is listed
among the ten top manufacturers of engines and power
units. While KAMAZ products
are doing well, the company
realizes that it need to become more efficient to continue to be a successful competitor in the world market.
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It is common knowledge that the quality of motor
vehicles primarily depends on the quality of auto
components. We expect the company’s demand for
auto parts to more than double in a few years.
However, we are gradually transferring auto
components production to other manufacturers,
making use of the so-called “outsourcing” practice. This approach allows us to cut the costs and
make advanced western technologies accessible. In
other words, KAMAZ has undertaken large-scale
reengineering.

Strategic alliances are the future
The company is focusing on potential strategic partners to work together as part of an industrial (automotive) cluster. Our goal will be to have 70 % of all
subassembly production distributed among domestic and foreign suppliers (ZF, Steyr, WABCO, Knorr
Bremse, RBL, Webasto, GWB, Bosch, Borg Wagner, Schwitzer and others). The basic terms of these
prospective partnerships will be that all the products must comply with ISO standards.
Joint ventures with foreign partners are the
most promising and interesting opportunities for
us. For example, the first project partly based on
foreign funds – ZF-KAMA – is a joint venture set up
in cooperation with German Zahnrad Fabrik; it
will manufacture gear boxes. Fitting trucks with
German components is very desireable as it really helps increase fuel economy. By 2012 the total investment in ZF-KAMA is estimated to reach
$222.5 m. By that time the yearly output will be

87,000 gear boxes, with revenues calculated at
about $383.5m.
The second joint venture, named Cummins Kama
will produce B Series engines (120 – 275 horsepower) to be sold in Russia. KAMAZ’s partner in this engine venture is American Cummins Inc. Cummins
is a well-established international engine manufactuturer. We expect to make 24,000 engines each
year, all meeting Euro II emission standards (with
a subsequent switch to Euro III and Euro IV engines). The Cummins Kama project also includes
the construction of a factory. However, during the
first three years, production will be focused in Master industrial park. Our newest project is with the
German company Knorr-Bremze Systeme fur Nutzfahrzeuge. Together we have signed a joint venture
agreement to manufacture complete truck braking
systems. The joint venture’s design capacity will be
5 million systems each year. After the JV’s turnover
reaches $118m, the market value of Knorr-Bremze
Kama is expected to total $22m.
Kama Industrial Park Master is an integral element of the nascent automotive cluster and an example of a technology park which specializes in mechanical engineering. Its creation was driven by the
pressing need for modern and cost effective auto
parts manufacturing, given that auto parts manufacture at large enterprises is unprofitable. KIP
Master acts as a bridge between small, medium and
large businesses. As an important part of the KIP
cluster, we believe KAMAZ is well positioned for future growth and profitability.

Profile / Tekhnocenter

Technopark Idea helps a young, local firm gear up
to produce world-class autoparts for KAMAZ
When KAMAZ began looking for local firms to make its auto components it found camshaft maker
Tekhnocentr at Technopark Idea. With KAMAZ supplying the metal blanks from its own forging
factory and Technopark Idea and other investors supplying $2.4m, the company is ready to grow.
In 1993, after a fire at the KAMAZ engine factory,
production of camshafts was transferred to a Saratov-based firm. For over a dozen years this firm was
its sole source supplier because there were no local
suppliers with the production capacity and quality
to supply KAMAZ’s growing needs.

Finding a local SME partner
KAMAZ, a leader in the Russian truck market, isundergoing a major reorganization to diversify its
risks by outsourcing components to local SME’s and
forms JV’s with multinationals.
Tekhnocenter is one of the young, local firms
KAMAZ has chosen to work with to produce camshafts. Supported by Technopark Idea, Teckhnocentr will move its manufacturing facilities to Industrial Park Master, where KAMAZ has other partners.
And KAMAZ itself will work closely with Tekhnocentr, supplying metal blanks from its own forging factory.
Tekhnocenter will also be part of KAMAZ’s new
joint-venture with Kama Cummins, who will be
launching production of low-weight truck and buses, as well as engines for these vehicles. Tekhnocenter will supply the camshafts for these vehicles
as well.

Technoparks provide more than space
For component companies like Tekhnocentr, the
Russian automotive market provides real, long-term
growth possibilities. Finding the right partner, getting the right funding and being able to gear up to
produce world-class parts requires long-term strategic planning.
But most young companies with big ideas have
little experience and need professional strategic
management support as much as they need financing. This is why a professional technopark is so critical, it’s more than just a provider of space and seed
funding, it works with management to help them
understand how to grow into a healthy, sustainable, profitable business.
Tatarstan’s well-established automotive sector is now expanding very rapidly. Technoparks
and the new Alabuga SEZ are playing a vital role.
Fueling this growth are a number of long-term
economic factors: the continued growth of the
Russian economy, the affluence of the population,
Russia’s growing monetary base and the strengthening of the ruble compared to other world currencies. In addition, a real boost for the econo-
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my is the increase in the total amount of money
in circulation. The number of mortgages and particularly auto loans are increasing dramatically
each year. Banks are making it much easier for
people to buy or lease cars and special purpose
vehicles.
The corporate sales market for automobiles and
other capital intensive purchases is also being driven by the development of leasing systems. The considerable increase in car sales and special purpose
vehicles has led to the increasing demand for autocomponents. And this is good news for Tehhnocentr and other local SME’s here.

Investment project: launching the
production of camshafts for KAMAZ

Alexander Zimin,
Project Manager,
Technopark Idea.
Mr. Zimin is responsible for
general strategic management
of the Tekhnocenter project.
He also supervises other
innovation and investment
projects in hydrometallurgy,
automobile and aircraft building industries.

55 Company. Tekhnocentr was registered in
2004. The company is located on the premises of
the Kamsky Industrial Park Master in Naberezhniye Chelny. Tekhnocentr specializes in the production of camshafts and other metal-intensive autocomponents.
55 Market size. In 2007 the overall size of the
camshafts market was 80,000 units for the total
value of $5,120,000 per year. The demand for camshafts used in KAMAZ vehicles is expected to grow
by 7 – 12 % each year and for the next six years due
to the planned increase in the production of KAMAZ
vehicles.
55 Factory’s projected capacity. The production
of camshafts is expected to reach 48,000 units per
year.
55 Investment. The total amount of investment
is projected to reach $2.4m. Among the investment sources are funds borrowed by the company’s founders (from Technopark Idea and an initiative group).
55 Use of funds. These funds have been spent
on the purchase of the necessary equipment, its
delivery, customs clearance, installation and finetuning.
55 Partners. KAMAZ’s Metallurgiya forging factory will supply the metal blanks to be fabricated
into camshafts.
55 Production. Facilities and office space will
be provided by the Industrial Park Master. Finished products will be directly shipped to KAMAZDiesel.
55 Distribution. Distribution to the after-market
of spare parts will be performed through KAMAZ directly and through its official dealer COMBAT.
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Profile / Kazan Helicopter Building Factory

Kazan Helicopter’s transition from military dependency
to a balanced global exporter of a new generation of aircraft
Aircraft building is one of the major sectors of Russia’s national economy. But most firms were
and still are dependent on government orders to survive. Facing a complete absence of government
orders in the 1990s, Kazan Helicopter took its flagship MI-17 and successfully re-marketed it to
commercial buyers. Then it pumped its profits into R&D to create a new generation of aircraft.
Today it’s a $237m company serving civilian and military markets and exporting to 80 countries.

Vadim Ligay,
General Director, the Kazan
Helicopter Building Factory
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Having survived the complete absence of government orders in the 1990s the Kazan Helicopter
Building Factory has managed to find its own market niche by re-inventing itself. Its key decision was
to modify its well-known medium-duty MI-17 helicopter to address existing niche markets. Today the
factory produces passenger, military, rescue, medical and VIP modifications of MI-17. All in all, the
factory has manufactured almost 10,000 MI’s, including glass cockpit variants. 4,000 of them have
been exported to 80 countries worldwide. And the
company was smart enough to pump a good portion of its profit back into R&D to enable it to design
and develop a new generation of aircraft.
The first helicopter of the factory’s own design
is the ANSAT. It’s a multipurpose helicopter with
a maximum take-off weight of 3.3 tons. This helicopter can carry passengers (including VIP passengers) as well as cargo, can participate in rescue and
fire fighting operations, monitor gas and oil carrying pipelines as well as the general ecological situation. At present, the factory is working on new
modifications of this helicopter, which are planned
to be used for training pilots, airborne reconnaissance and target designation. A heavier version of
this model (5.5 tons), the ANSAT-3, is also being
designed.
Another project of Kazan Helicopter is a lighter duty helicopter, the AKTAY, whose maximum
take-off weight is 1.15 tons. The factory plans to
make several modifications of this model: passen-

ger, transport, patrolling, medical aid, training,
sport, agricultural, shipboard and other modifications.
Kazan Helicopter, together with Mil Moscow Helicopter and Canada’s Pratt & Whitney is also participating in a project related to the construction of a
medium-weight transport and passenger helicopter,
the MI-38. It will have a maximum take-off weight
of 17 tons. Kazan’s role is to create test prototypes
and then organize serial production. The fact that
the MI-38 will meet Russian norms (AP-29), European norms (JAR-29) and US norms (FAR-29) gives
the firm great confidence that this model will have
excellent sales prospects in the world market. Mass
production of the MI-38 is planned for 2011.

The Kazan Helicopter Building Factory
55 Company. The Kazan Helicopter Building Factory is a world-renowned manufacturer of the MI-8
and MI-17 family of helicopters. It’s been producing aircraft since the 1950s. The company performs
the whole production cycle in the manufacture of
helicopters, starting from design work and finishing with serial production, after-sale maintenance
and pilot training.
55 Safety and Quality Control. The factory enjoys state-of-the-art equipment to carry out tests on
parts and components of aircraft in serial production and of new models. The factory’ has its own
airport for flight testing production helicopters as
well as prototypes. Its specialized training center
carries out professional advance training for pilots
in order to make the company’s personnel capable
of servicing and piloting new modifications.
55 Technical Maintenance. The factory features
modern maintenance service to reconstruct and repair helicopters. Its production quality control system is certified in accordance with the ISO-9001
standards. This certification assures proper control of newly produced helicopters and those undergoing repair.
55 Exhibitions. In 2007 the company presented
its products at the largest aircraft exhibitions in the
USA, India, Mexico, France, China, the United Arab
Emirates, Malaysia and other countries.
55 Awards. The company has more than once become the winner of “Russia’s Best Exporter” contest and “The Exporter With Most Active Marketing Policy In Foreign Trade”.

Profile / MVEN

MVEN’s innovation: specialty planes and parachute systems
MVEN has found a lucrative niche market in specialty planes and parachutes. Its parachutes are
capable of rescuing not only the crew but the aircraft itself. The firm is now looking for outside
investment.
MVEN is one of only two parachute recovery systems in the world. Although similar kinds of products are made overseas, they are designed for aircraft whose weight is less than 1,000 kilograms. Our
systems have shown better results, which strengthens our belief that Russia has an excellent chance to
enter the world market with a unique product.
Today our production includes parachute recovery systems for aircraft weighing from 100 to 2,000
kilograms flying at speeds of 50 to 450 km / h. Our
parachute systems have already saved the lives of
20 people who found themselves in various emergencies.

A record-breaking crop duster
Apart from parachute systems our company has
also designed and put into production an all-purpose agricultural plane called “Farmer”. This aircraft recently set a record in terms of the amount
of arable land treated with chemicals from the air.
The Farmer treated 1,800 hectares of land per day,
spreading seven liters of chemicals per hectare or
2,800 hectares of land per day spreading three liters of chemicals per hectare.
At present our company is designing and launching several new civilian models of aircraft using the
latest technology.

55 Innovation. At present we are developing several new models of aircraft. These projects need investment from outside. Below are several examples
of new aircraft being designed now that use poly
mer composites:
55 The Murena, a four-seat, cost-efficient highly
comfortable propeller driven aircraft. Its concept
combines high speed with low fuel consumption.
Thanks to its low fuel consumption (0.14 liters
per kilometer at 280 km / h) and the possibility to
install additional equipment in the cockpit, this
plane is particularly well-suited for search and
rescue operations, monitoring and patrolling.
55 Kynetic, a six-seat business jet with an operating range of 2,000 kilometers, Kynetic is ideal
for business aviation. Designed to land at smaller airports with short runways, it also has utility as an air taxi.

Viktor Ermolenko,
Director, MVEN

Company profile
55 Company. MVEN is the only business in Russia and the CIS to produce fast-responding parachute recovery systems to rescue airborne vehicles, their crew and passengers from catastrophic
emergencies. The company was founded in 1990 by
the graduates of the Kazan State Aviation Institute
Viktor Ermolenko and Michael Nevelsky.
55 Products. MVEN has developed a dozen parachute systems, three of which, the K-500, KS-500
and Rada-500, have international certificates. Now
the company is working on parachute recovery
systems for aircraft, including helicopters, whose
weight reaches 3,000 kilograms as well as on survival capsules for heavy-duty, on board equipment.
55 Sales and marketing. The company’s total
annual production is around 700 systems. It sells
domestically as well as to the CIS, Germany, Italy,
Spain, Venezuela, the USA, the Republic of South
Africa, the United Arab Emirates, Poland, Hungary and Austria. Apart from parachute recovery systems MVEN also produces light aircraft from polymer composites. Their aircraft cost 25 % less than
their foreign equivalents. Engines for our aircraft
are supplied by Williams, Rotax and Lycoming.
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Transport
& logistics
Geographically, Tatarstan is right where the action
is – in the middle of the European part of Russia.
Although it has all the major rail and highway
routes, three airports and access to Russia’s key
rivers, its transportation infrastructure has not
been able to keep up with its torrid economic
growth. Planners are racing to spend over $1bn to
upgrade its over-worked highway system and build
a large transport and logistics center to manage
interregional and international transit flows.
By 2010, almost 80 % of the region’s cargo will
be carried by truck. With Tatarstan becoming an
ever important center for automotive and aircraft
production, the need for world class logistics to
service these industries is critical. Completing its
ambitious portfolio of infrastructure projects on
time and on budget will be a real test for local
government.
Although air cargo accounts for less than 1 %
of all good shipped, the passenger business here
is booming. Tatarstan Airlines has moved from
being a tiny, provincial player ranked 24th to a
regional leader. Last year it carried more than
800,000 people and vaulted to 12th place among
all Russian airlines.
As more Russians enter the middle class and begin
buying European cars, power boats and overseas
vacations, the market for “leisure” aircraft is
taking off too. Ultra light planes (UL’s), which cost
only $10 – 15,000, and SLA’s (sport light aircraft)
are all the rage in the US and Europe. Kazan
entreprenuers, investors and Technopark Idea are
banking on a new generation of ultra lights to cash
in – but the competition is fierce.
MARCHMONT
Capital Partners

Rapid growth sparks bold plans to upgrade region’s logistics
The republic of Tatarstan has a unique geographic location, right in the middle of the European part of Russia.
Although it has all the major rail and highway routes, three airports and access to Russia’s key rivers, its
transportation infrastructure has not been able to keep up with its rapid economic growth. Planners are racing
to spend over $1 bn to upgrade its over-worked highway system and build a large transport and logistics center to
manage interregional and international transit flows.
National highways cross Tatarstan in three
directions: West – East, West – South-East
and North-West – South. The density of
highways in the republic is 0.217 kilometer per square kilometer, which is higher
than the Russian average. Toll roads are
being designed and built.

65 % of all cargo moves by truck
The chief means of cargo transport (65 %
of the total cargo traffic) is motor vehicles.
In January – September 2007 commercial
cargo traffic increased by 131. 5 % or by 9.6
million tons, as compared to the similar period in 2006. Cargo volume increased by
121.6 % or 1.2 billion tons per kilometer.
The cargo volume of regional manufacturers is expected to increase by 80 % by
2010, with 70 – 80 % of the cargo carried
by trucks.

Airports play a minor role
The republic has three airports: Kazan International Airport, the Begishevo International Airport (situated 20 kilometers
away from the Alabuga special economic
zone) and the Bugulma airport. However
air cargo traffic is insignificant; its share is
less than 1 %. This is primarily because the
region’s major industries – oil, petrochemicals and manufacturing – rely on rail and
truck to transport their cargo.
Russia’s main rivers such as the Volga,
the Kama, the Belaya and the Vyatka play
a minor role here. Altogether, these rivers
provide the republic with a water connection to north-western, south, north-eastern
and the Ural industrial regions of Russia.

New river port being planned
The republic has several cargo ports, but
the new focus is on creating a brand new
river port. According to the plan this port
will be a part of the Sviyazhsk interregional multimodal transport and logistics center situated on the Volga. Construction however won’t start until after 2015.
Rail plays a key role in cargo transit
transportation connecting Moscow – Kazan – Ekaterinburg. This railway line is the
shortest way to get to the South Urals and
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has all modern rolling stock. It’s used by
heavy-duty trains, which means that costs
to transport cargo along this line are lower. The availability of a cargo river port in
close proximity to the railway junction also
allows for mixed type shipments.

Transport infrastructure-related
investment projects:
55

Long-term strategy plan
The republic has developed a long-term
strategy for the period up to 2030. The lion’s share of the funding is for the creation
of new, high speed motorways, toll roads
and major upgrades to existing roads and
junctions. The plan’s ambitious goal is for
the region’s transport infrastructure to
equal European countries.

Multi-modal logistics center
Tatarstan is situated at the crossroads of
major transport corridors but lacks integrated logisitics. So regional authorities
have made a decision to create a large multi-modal transport and logistics center to
manage interregional and international
transit flows.
The future transport and logistics center is planned to be created in the most developed region of Tatarstan – Naberezhniye
Chelny, the Nizhnekamsks industrial zone
and Alabuga SEZ.

Better infrastructure is needed
The choice of this area was not coincidental: the area not only has national highways connecting Elabuga, Ufa, Chelyabinsk and Ishim, but also is the nexus of
major rail and water ways (the Volga and
the Kama). The republic’s transport infrastructure has not kept up with the region’s
enormous economic growth over the past
decade. To ensure Tatarstan’s successful
functioning as a national transport hub, it
needs to make sure its development plans
succeed.
Sources: Republic of Tatarstan Socio-Economic
Development Strategy for the Period Between 2005
and 2010; Republic of Tatarstan Production Forces
Development and Distribution program for the period
up to 2015 with further prolongation up to 2030
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Multimodal cargo terminal: a logistics center situated on the crossroads of international transport corridors, near the town
of Sviyazhsk. The surface area is 1,200
hectares. The project’s cost is estimated
at $243m.
Class A logistics and warehousing complex:
situated in Kazan, near the M7 highway
connecting Moscow – Nizhny Novgorod – Kazan – Ufa – Chelyabinsk. The surface area is
about 125,000 square meters.
Q-Park, class A warehouse complex to the
south of Kazan (close to ring road). Total
area: 250,000 square meters.
Toll road connecting Sorochyi Gori and Shali with a bridge over the Kama River: this
road is expected to become the shortest
road connecting two national highways, the
M7 Volga and Kazan-Orenburg. The time
saved delivering cargo using the new road
is expected to be 5 – 6 hours on average.
Project authorities are closely cooperating
with Vneshtorgbank and the EBRD. The estimated cost of this project is $368m.
Toll road conecting Alekseyevskoye and Almetyevsk. This will be part of a national
highway connecting St Petersburg, Kazan,
Orenburg and Kazakhstan. This highway and
the toll road form a part of the international transport corridor connecting the Baltic
states, Kazakhstan and China. Contruction
is planned to be completed by 2011. The
project’s estimated cost is $647m.

Source: Republic of Tatarstan Production Forces
Development and Distribution program for the period
up to 2015 with further prolongation up to 2030

Profile / Tatarstan Airlines

In less than a decade, Tatarstan Airlines has become Russia’s
12th largest carrier, flying more than 800,000 people a year
Tatarstan Airlines has progressed from being a tiny provincial company to a strong regional leader.
Its aim is to become one of the top ten Russian airlines. It now ranks 12th in total passenge volume.
The recipe for success? Invest in people, planes, safety – and then make it easy to fly by investing in
21st century ticketing systems and marketing.
Tatarstan Airlines has been growing very fast.
We’ve added a new, long range four-engine IL-86
to our fleet and entered the charter flight market;
we opened company branches in Samara, Nizhny
Novgorod, Moscow, Begishev, as well as in Turkey,
the UAE, Tadzhikistan, and Armenia and we purchased the Amadeus automated ticketing system
and installed 100 ticket vending machines to attract even more customers.
In the first half of 2008 we will introduce an “eticket” system. At the moment we are also negotiating the purchase of Boeing 737, SRJ-200 planes,
the new Russian Super jet-100, TU-214 and a Boeing 737‑800.
We are constantly investing considerable
amounts of money into improving flight safety and
refresher courses for our staff. We have our own airtraining center, one of the few companies that does.
Our passengers are unaware of our training center, but it’s another factor that shows how committed we are to air safety and to our passengers. Each
new passenger that flies Tatarstan is a further reminder that we are realizing our goals.

Company profile
55 Company. Tatarstan Airlines was organized
in 1999, made up of Kazan and Nizhnek amsk aviation enterprises and Begishevo Airport.
55 Rating. In 2006 the Russian civil aviation airlines list ranked Tatarstan Airlines 12th for passenger volume – up from 24th a year earlier.
55 Passenger volume. In 2005 the number of people that flew on Tatarstan Airlines was 345,200, in
2006 it was 665,800 and in 2007 it jumped to more
than 800,000. Over the same period the number
of the company’s international flights increased by
more than five times.
55 Geography. Tatarstan Airlines planes fly to
more than 30 cities in Russia, the CIS and foreign countries from Kazan, Nizhnekamsk, Nizhny
Novgorod, Samara, Magnitogorsk and Moscow’s
“Domodedovo” and “Sheremetevo” airports.
55 Aircraft. The company is intensively upgrading and modernizing its fleet. The airline currently operates 27 planes including IL-86, TU-154, YaK42, TU-134, АN-24, CL-604, Yak-40.
55 Personnel. The company’s most highly qualified summer flight specialists are Class 1 pilots,
qualified for international flights. In order to improve the skills of summer and maintenance per-
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sonnel, special training sessions are regularly organized at Russian air-training centers in addition
to the company’s own training center.
55 Infrastructure. Tatarstan Airlines has a modern technical aviation complex certified to carry
out both urgent and regular maintenance on all
kinds of aircraft, including meterological inspection of gauges and indicators, technical laboratory
diagnostics of aircraft systems and safety checks.
Its technical aviation complex also offers its services to other aviation companies like Tulpar, Karat,
Izhavia and Samara Airlines.
55 Sales and marketing. The company maintains
a network of branches operating in 15 Russian and
foreign cities. It has signed contracts with AeroflotRussian Airlines, Krasnoyarsk Airlines, Perm Airlines, Russia, Azerbaijan Khava Yollari, AZA and
Hahn Air Lines GmbH to expand its sales network.
Tatarstan Airlines also owns an agency that provides over a hundred automated air ticket booking
and purchase vending machines.
55 Tickets. Recently its ticket inventory system,
Sirena-2000, has been transferred to SITA, one of
the world’s largest booking systems. This will allow
the company to offer e-tickets and on-line booking,
as well as the automation of airport check-in. In the
future, the company is exploring the possibility of
allowing customers to check in via a mobile phone
or the internet.
55 Awards. For the fifth year in a row the company has become a nominee of the Wings of Russia competition. In 2005 and 2006 it won first prize
in the Russian domestic passenger carrier Group 3
nomination.

Magomed Zakarzhayev,
General Director,
Tatarstan Airlines
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Profile / Giffels Management Russia

Kazan is a rapidly developing regional hub for distribution
Giffels Management Russia is a leading player in the development of large-scale logistics centers. Giffels,
a leading Canadian developer of logistics space, has recently merged with RDS Developments and is
called Giffels Management Russia. In this interview, David Simons, the company’s managing co‑director,
explains why Kazan was chosen for the company’s newest development and why more and more
manufacturers and retailers are moving away from a Moscow based system to more regional systems.

David Simons,
Managing Co-director
of Giffels Management Russia
Mr. Simons was the founder
of RDS Developments Limited,
a real estate development
company with its principal offices in Moscow. At the beginning of 2008, RDS Developments merged with Giffels
Management Russia, Since
1992, Mr. Simons has been
actively involved in Eastern
Europe, the Russian Federation and other republics of the
former Soviet Union both in
real estate privatization and
development and in establishing and managing various businesses.
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Why did you choose Kazan?
“We had previous experience in Kazan so we knew
the city quite well. We evaluated potential of regional logistics center and it was clear that Kazan
was well positioned to become a regional distribution hub. It is well situated on one of the main
transport routes between Moscow and the Urals and
is well placed to serve the upper Volga and surrounding region. This area has a population base
of more than 18 million people within 1,000 km
radius of Kazan (not including Moscow which is
approximately 800 km from Kazan). Kazan has a
large local distribution demand potential as its retail market has developed very quickly (its ratio
of new Class A retail space per capita is in the top
four in Russia).
As the retail trade develops, so the larger manufacturers and retailers are re-evaluating the distribution methodology away from a Moscow based
system to more regional systems. For a large number
of consumer product groups we feel Kazan is ideally
placed to capitalize on this emerging trend.”
What was your biggest obstacle?
“As with all development projects in Russia, execution is the key and in many places this is the single
largest obstacle facing developers and real estate
investors today. In this area we have been able to
meet our targets and are today commissioning the
first phase of more than 83,000 m2 which is now
ready for tenant occupation. We did, of course, experience the usual problems encountered today in
construction such as the deficit between supply and
demand of construction materials but through efficient construction management were able to resolve these difficulties.

I think it would be fair to state that the largest
obstacle we have faced to date is the fact that many
potential tenants have based their long term business models for regional expansion on first setting
up distribution systems in cities such as Yekaterinburg and Novosibirsk and then adding further
points such as Kazan. With the lack of available
space in these cities companies are now re-evaluating their long term plans and are now focusing their
distribution models based on what space is available today. Also, most distribution in Russia is based
out of old inefficient class C warehousing, the internal systems that logistics companies, retailers and
manufacturers developed were suited to such facilities. These now need to be modernized and working practices modified to account for the efficiencies possible with Class A warehouse space.”
Was it difficult to work in Tatarstan? What kind of
support did you get from local government?
“As I mentioned earlier, the Republic of Tatarstan
is a very stable regional economy that is experiencing tremendous incoming investment. As one of the
largest investments currently being made in the region, the government has naturally been very supportive of the project. I think the two largest single areas of support have been the proactive way
in which the regulatory authorities work in Tatarstan and the support of the government in the provision of utilities for the project.”
How was the project sold to investors?
“In 2005 when the project was conceived the challenge was how to finance such a large investment
in the regions. One of the solutions was to ‘forward
sell’ the completed project. A deal was concluded
with Quinn Group in the summer of 2006 for them
to invest and fully finance the project.”
What are your company’s plans for future projects
in Russia?
“Our focus is on meeting the needs of our customers. Our customers are all looking at the most efficient supply chains possible and that means additional locations in other regional cities. Moscow
is still the leading city for logistics solutions so we
will continue to invest there, but we are convinced
that much of the future growth of Russia will come
from the regions. Accordingly, we are evaluating
sites in several key cities for new development of
warehouse parks. Our primary focus is to identify the requirements of our customers and to provide flexible transparent real estate solutions to
meet them.”

FMCG and retail
distribution
The region’s agribusinesses are expanding
rapidly to take advantage of increasing domestic
consumption of poultry and pork products as
well as the global demand for grain and biofuel
derivatives.
Sales of agricultural products are forecasted to be
$6.5bn by 2012. Grain output is planned to reach
5.5 million tons, milk output is likely to exceed
2 million tons and meat output is expected to reach
500,000 tons.
Investors control around 2 million hectares
(45 %) of the farmland in Tatarstan. Major local
companies and investors include Krasny Vostok
Agro, Vamin Tatarstan, Ak Bars Bank, Agrosila
Group and Zolotoy Kolos. Over the past four years,
private sector investment was more than $1.4bn.
The big news is biofuels and rape seed. A $650m
proposal to create the country’s first biofuel plant
here is now on the table. Rape seed is joining soy as
the wondercrop of the 21st century. Local growers
are not only growing rape, but they are processing
it as well.
Poultry and pig producers here are also reinvesting in high-tech equipment and new breeds to
maximize production and lower costs.
Look for considerable M&A in these sectors.
Agribusiness offers investors many attractive
opportunities – through listed producer firms,
land holding companies and even suppliers of
agricultural equipment and machinery. Although
contract farming and processing is not as prevalent
here as it is in Krasnodar, it will have a major
influence here on land prices as well as bring in
federal and multi-national companies.
MARCHMONT
Capital Partners

Strong public / private support for agriculture yields big results
Tatarstan is not generally perceived as an agricultural area. However, it is one of the three largest agricultural
producing regions in the whole of Russia with two thirds of its 6.8 million hectares given over to farmland. The
region is self-sufficient in basic foodstuffs and exports some agriproducts, including grain, buckwheat, rapeseed oil
and animal products.
Tatarstan’s agriculture industry focuses on
the production of cereals, sugar beets, vegetables and potatoes, as well as meat, milk
and eggs. The livestock and poultry industry is also well developed and is aggressively supported by private investment.
According to the Ministry of Agriculture
and Food of Tatarstan, sales of agricultural
products will be $6.5bn by 2012, up from
$3bn in 2006. Grain output is planned to
reach 5.5 million tons, milk output is likely
to exceed 2 million tons and meat output is
expected to reach 500,000 tons.
Investors control around 2 million hectares (45 %) of the farmland in Tatarstan.
Major local companies and investors include Krasny Vostok Agro, Vamin Tatarstan, Ak Bars Bank, Agrosila Group and

Zolotoy Kolos. Over the past four years,
private sector investment was more than
$1.4bn.
Much of this investment is used to modernize the livestock and poultry industry,
including implementation of modern reproduction and sagination technologies
and development of pedigree breeds. Investors plan to add more than 130 new
livestock complexes by 2009. Local government support for investors includes secured loans and the creation of external infrastructure for new livestock complexes
including road construction and the provision of utility supplies.
Small agricultural enterprises, which
account for a half of all agricultural output, also receive support. Banks such as

Tatfondbank, Sberbank and Ak Bars Bank
participate in loan programs for these small
holdings. In recent years over 10,000 loans
totaling around $53m have been made to
farmers.
Major sector producers are: Krasny Vostok Agro and VAMIN-Tatarstan, who specialize in dairy production and Zolotoy Kolos who specializes in plant production and
raw material reprocessing. In addition to
these there are many reprocessing companies in Tatarstan such as Kazansky zhirovoy
kombinat (the Nefis Cosmetics group), Tatspirtprom, Krasny Vostok – Solodovpivo
(the Efes Russia group, subsidiary of Efes
Breweries International N. V. (Turkey), enterprises owned by Unimilk.

General information
Development of the agricultural sector has always been one of the priorities of Tatarstan’s economic
policy. This industry receives sizeable support from the state. Development of the agricultural sector
is part of a complex program of social and economic development of Tatarstan for 2005 – 2010. Under
this program budgetary support is to be directed at:
55 Soil enrichment, soil modification, pest and crop disease control.
55 Partial reimbursement of expenses on material resources.
55 Support for livestock breeding and breeding pedigree breeds.
55 Staff assistance.
55 Economic stability of agricultural market.
55 Development of leasing services for the agricultural industry.
55 Insurance for the agricultural industry.
55 Government control of insurance in the agricultural industry.
55 Government control of export and import of agricultural products by quotas and taxes.
55 Improvement of existing land-laws concerning land-survey, cadastral registration of land lots,
55 Execution of necessary maps and other documents.
55 A vast application of local conventional and new technologies in agricultural industry.
55 Bringing storage and reprocessing facilities for agricultural products closer to production sites.
55 Development of the service sector for the rural population.
Yield indexes for 2007 in Tatarstan:
Gross output of grain exceeds 5 million tons.
55 Sugar beet yield amounts to 2 million tons.
55 (More that 200,000 tons of sugar can be manufactured from this raw material exceeding Tatarstan’s demand for this product by around 50,000 tons).
55 Oilseed production reaches 8,2 million tons, including 5,800 tons of sunflower seeds, 750,000 tons
of rape oilseed and 1.65 million tons of other seeds.
55 Milk production exceeds 1,700,000 metric tons.
55 Meat production amounts to 355,000 tons.
55 Egg production reaches 1bn.
55
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Profile / Nurkeyevo

Growing the new wondercrop of the 21st century – rape seed
Nurkeyevo has invested $2m in the production of rape, a fast growing crop with unique properties
for food, fuel and other commercial uses. As more agribusiness companies seek new ways to
diversify, this new, high demand wondercrop looks like it has a bright future.
Rape seed is a tiny round black seed which germinates rapidly to produce a typical brassica (cabbage family) plant. After a period of establishment
it produces characteristic brassy yellow flowers and
a faint odour of honey. Rape has many different
uses. It serves as a raw material to produce high
quality oil and is a key ingredient in making everything from detergents, antifreezing agents, paint,
linoleum, biofuel, cosmetics to even tires.

Healthier than sunflower oil
In foodstuffs, using rape oil (in supermarkets,
it is labeled “Canola” oil) instead of more highly saturared sunflower and corn oil, lowers the
risk of thrombosis, decreases the level of cholesterin in blood thus reducing the risk of cardiovascular diseases and improving the performance of
the immune system. As a crop, rape grows rapidly. When planted in combination with other crops

it optimizes land use, seeding and harvesting operations

Increases wheat yields
Rape is extremely valuable not only for its oil but
also as fodder. It’s a ‘phytomedic’, which means it
destroys putrid infection and enriches the soil with
phosphor, calcium and microelements. In crop rotation rape is an excellent predecessor for grains
since it improves the structure and fertility of soil by
processing hard-to-reach forms of phosphor from
deep soils. As a result, the wheat yield on a field
that was previously used for growing rape increases by 200 – 300 kilograms per hectare and grain fibre content increases by 3 – 4 %.
Rape is an excellent resource-saving and green
manure crop. In rape processing, the output of press
cake is 65 – 70 %. One ton of press cake makes it possible to balance the protein content in seven-eight
tons of grain fodder.
As a crop, rape has so many outstanding features
and the demand for oilseed in Russia and worldwide is so strong, that its wide-range cultivation in
the republic of Tatarstan is only a matter of time.

Azat Nazmutdinov,
Director of NURKEYEVO
agricultural farm

Biofuel potential
It is also worth mentioning that rape oil can be used
as the raw material to make biodiesel fuel. Experts
are confident that this application has great future
because oil producing factories cannot get enough
sunflowers to process could easily shift to rape and
soya as alternatives. Rape is easier to grow than
sunflower.
According to some analysts European countries
plan to increase the share of biodiesel in automobile fuel from 2 % to 5.7 % by 2010, which means
13 million tons of biofuel per year. The increase in
annual sales is estimated at 33 %.

NURKEYEVO company profile:
55 Company. The NURKEYEVO agricultural farm
was founded in 2005 combining the resources of
six farms in the Sarmanovsky district of Tatarstan.
The company grows fodder, industrial crops as well
as produces milk.
55 Investment. The initial investment of $2m,
was spent on new agricultural equipment. The new
harvesters have decreased the harvesting timeframe
and cut harvesting losses by 10 % – 30 %.
55 Market. A large local buyer of rape is Nefis Cosmetics. Among potential buyers are large companies
in the Krasnodar region. The company also has its eyes
on the export market.
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Profile / Naberezhnochelninsky Elevator

Naberezhnye Chelny-based firm is one of the first in Russia
to make European-quality, granulated compound animal feed
In October 2007 Naberezhnochelninsky Elevator launched a factory manufacturing crumbled and
granulated compound feed with a capacity up to 30 tons a year. This field is quite promising as heat
processing is the most environmentally sound and cost-effective way of producing decontaminated
compound feed. Standard in the EU, granulated feed in Russia is new and the field is wide open.

Iskhak Shaykhutdinov,
Executive Director of
Naberezhnochelninsky Elevator

Poultry and animal farms more and more often prefer granulated feeds which need the highest hygienic conditions, do not delaminate while being
transported, have a long shelf life and better absorbency. As a result, animals get complete, safe,
balanced feed in terms of nutrition and metabolizable energy.
In Europe, granulation and thermal processing
are mandatory for manufacturing compound feed.
High performance granulated feeds ensure healthy,
quality products and the demand for such products
means that payback period for the investment necessary to make the product will be rapid.

Investment project: producing crumbled
and granulated compound feed
55 Company. Naberezhnochelninsky Elevator
is a vertically-integrated company. It has facilities
for storing, recycling and drying grain, automated grain packaging and production lines for manufacturing pasta.
55 Raw materials. The following components are
used for producing compound feed: corn (10.9 %),
barley (12.8 %), wheat (41.72 %), soybean oil cake
(10.2 %), sunflower cake (5.98 %), fish powder
(2.28 %), yeast, mineral supplements and concentrated feed.
55 Investment. Initial investment amounted
to $12.5m. These funds were used to acquire the
equipment for the factory and implement mounting and commissioning operations.
55 Partners. Tekhneks (equipment for the plant),
Rostovsky Promzernoproekt (designing), Kamgesgrazhdanstroy (construction), Elevatormelstroy
(mounting work), Kamenergostroyprom, Elevatormelmontazh, Stimrator.
55 Consumers. Chelny-Broiler, poultry farms of
Naberezhnye Chelny and Nizhnekamsk. In the future, the company plans to sell its products to regions within the Republic of Tatarstan.
55 Competition. The only competitor in this
market is Naberezhnochelninsky Plant of Grain
Products.
55 Competitive advantage. The company has one
of the largest storage facilities (120,000 tons) in
Tatarstan. The elevator’s location allows for shipping not only by truck but also by rail. Its investment in new production facilities enables it to ramp
up production easily to fill large orders for both local and regional buyers and / or to export.
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Profile / Kamsky Bacon

Dutch technology creates the region’s largest pig breeding firm
Pork production is expected to expand greatly in Russia in the coming years. The Russian Institute
for Agricultural Marketing (IAM) has predicted that pork production will increase by 10 % in 2008
to 1.8m tons in comparison to last year. Consumption of pork has also risen from 2.6kg in 2004 to
17.1kg in 2006. It is expected to increase to 30kg by 2012.
Kamsky Bacon is the largest complex in Tatarstan
and is one of the top ten leading Russian producers. The staff required to run such a large operation is only 50 people.
The breeding complex can hold 4,550 sows and
contains two sites: a livestock farm for growing replacement gilts and a hybridization center for growing young pigs.
The level of technical automation minimizes the
human factor, significantly increasing performance
and production output per employee. Microclimate
parameters are in the automatic mode 24 hours a
day.
Kamsy specializes in growing highly profitable
Dutch pigs. This breed is more productive than Russian animals in a number of areas: growth (110 kg
for 5.5 – 6 months vs. 8 months for Russian pigs),
feed saving (up to 2.8 kg per one kilo of weight gain
vs. 4.5 kg), consumer qualities (thickness of lard is
up to 1.8 sm vs. 4 sm). And the meat yield of Dutch
pigs is 15 – 20 % more than Russian animals.

Investment project: high-tech complex
for pork production
55 Company. Kamsky Bacon was founded in
2005 at hog farm Sosnovoborsky. The latter was
set up in 1972 and had a project capacity of 6,340
tons of pork a year. It used to provide builders of
Autograd with pork products and the Naberezhnochelninsky meat factory with raw materials. Now
Kamsky Bacon is the major pig farm complex in the
Republic of Tatarstan whose main focus is wholesale pork to leading meat factories. Kamsky Bacon
is the only company in the Privolzhsky District man-
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ufacturing and selling highly productive advanced
genetics (sperm products of replacement gilts).
55 Project. Pig breeding complex for 66,000 pigs
in Komsomoletz, Republic of Tatarstan as a part of
the national project “Development of the Agricultural Sector”
55 Partners. The key partner is ТOPIGS
Intеrnational (Netherlands) – one of the largest
breeding companies in the world. As a part of the
cooperation, a contract to supply 4,500 pigs and 42
boars of three breeds has been signed and a distributor’s agreement has been concluded. This makes
Kamsky Bacon an official distributor of TOPIGS International in the region. All the equipment for a
new pig breeding complex was purchased and delivered by HARTMANN (Germany).
55 Implementation period. The first stage of
the project i.e. the construction of the pig breeding complex was completed in December 2007. The
second stage, the reconstruction of the current pig
complex is planned by 2010.
55 Projected capacity. By 2008 Kamsky Bacon
will be able to process 17,500 tons of pork a year.
By 2010 it will be able to process 30,000 tons of
pork a year. At present the company sells 15,000
heads a month. The total number of its livestock
is 130,000 head.
55 Distribution market. Consumers of the products are meat processing companies in Tatarstan,
other RF regions as well as pig farms interested in
improving genetics.
55 Investment. The investment in the project
amounted to $55.5m. The investment sources are
Akibank and Rosselhozbank.

Fanur Magzyanov,
General Director
of Kamsky Bacon, Candidate
of Veterinerian Sciences
Mr. Magzyanov graduated from the Kazan
Veterinarian Institute in
1982 and worked in different farms as Chief Vet.
1996 – 1999 – Deputy General Director of Sosnovoborsky. 1999 – 2001 – General
Director of Agricultural Firm
Elabuga. 2001 – 2005 – Director of Troitzkoye, Belgrad
region. Since 2005 he has
been General Director of
Kamsky Bacon.
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Profile / Nefis

Nefis, banks and Venture Fund invest $150m in rape oil plant
Like soya, rape is one of the new wondercops of the 21st century offering growers and processors
unique multi-sector opportunities. As growers begin to plant more crops, the need for modern
processing plants has attracted investors. Nefis’ pilot project is unique in northern Russia.

Irek Boguslavsky,
Co-Owner, Nefis group
of companies

The Nefis group, namely the Kazan fat producing factory and Nefis Cosmetics have a lot of synergy. Some of the production from the fat factory
is used to make cosmetics. To increase our production efficiency we’re investing in a new processing plant. Our new factory is expected to process
300,000 – 350,000 tons of rape and sunflower seeds
each year. This will help create a guaranteed demand for oil containing crops from local growers.
Around 135,000 tons of oil produced by the factory will be used in the food and chemical industries. To compliment the construction of the new
oil processing factory Nefis has increased the oil refining capacity at its existing fat producing factory
from 45,000 to 185,000 tons of oil per year.
Rape oil will also be used at Nefis Cosmetics to
produce fatty commercial acids, which can also be
used to produce tires at the nearby Nizhnekamskshina factory.
For cattle-breeding, our factory can produce
150,000 tons of granulated solvent cake which
will yield 1.5 million tons of high-protein feed, the
shortage of which is very acute now.
Growing and processing rape seed is still very
new in Russia and has a very promising future. It’s
cheaper than sunflower and grows easily in northern regions of Russia where the concentration of
end users of rape-based products is highest. This
means big savings on the cost of raw materials and
shipping.

Investment project: rape processing
55 Company. Nefis unites the production facilities of several large regional businesses such as food
processing major, Kazan fat producing factory and
the well-known manufacturer of household products, Nefis Cosmetics to name but two.
55 Project. Construction of a rape oil processing
factory in Kazan, the most northern factory of this
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kind in Russia. The factory is capable of processing
both sunflower and rape seeds.
55 General subcontractor. The factory has been
built by British company Europe Crown that built
a large number of oil extracting factories in Canada where rape is a very popular crop.
55 Capacities. Each year the factory is expected
to be able to process 300,000 – 350,000 tons of seed
oil to produce around 135,000 tons of non-refined
oil and 150,000 tons of solvent cake, which is used
to produce animal fodder. In future Nefis plans to
expand the factory’s processing capacities to process up to 600,000 – 800,000 tons of oil-containing
seeds per year.
55 Products. Most of the oil produced by the
plant will be used by the Kazan fat producing factory to manufacture bottled oil, mayonnaise and
ketchup. Some of the oil will be sold as raw material to Nefis Cosmetics and other chemical businesses. Solvent cake will be used to produce highprotein feed for cattle-breeding.
55 Investment. The project’s total cost is estimated at $150m, out of which $110m has been spent on
the construction of the factory and another $40m
has been spent on the expansion of production facilities at the Kazan fat producing factory.
55 Financing sources. The main source of financing is from Nefis’ own and borrowed funds.
Apart from this, the project has received state support from regional and federal budgets as a pilot
project in Russia. Around $20m was contributed
by Tatarstan’s Venture Investment Fund.
55 Sales market. Nefis’ goal is 10 % of the Russian market for bottled oil. The company’s territorial proximity to both the source of raw materials
and to the largest sales markets in the RF will allow
significant savings on transportation. This will allow the company to offer wholesale and retail prices lower than competitors.

Tatarstan turns to “green gold”, the biofuel of the future
With oil prices hovering around $90 barrel and global warming a clear and present danger, the demand for clean,
alternative energy has now taken center stage. Russia, with vast under-utilized land resources, could become the
world’s “green gold” resource. A $650m proposal to create the country’s first biofuel plant here is now on the table.
Even Russia, rich in hydrocarbons, understands
that it has no more than 50 years to develop new
alternative sources of energy. The Russian federal government is very much concerned about the
problem of developing renewable energy. Many analysts feel that Russia has all the resources to become a world leader in the production of biofuel.
The main reason for this optimism is Russia’s vast
arable lands, much of which is not being used productively. Properly developed and managed, these
lands can become the new “green gold” alternative
source of energy.

protein produced by the new factory will solve this
problem once and for all and enable businesses to
produce high-quality flour. Cattle breeding farms
will also benefit from the factory’s production of
over 300,000 tons high-quality fodder.
As for biofuel, it’s enough to say that adding just
10 % of bioethanol can reduce the toxicity of carbon dioxide emissions by 30 %, without any engine
modifications. At present the use of biofuel in the
EU countries is becoming obligatory by law. For
Russia the development of a biofuel sector could
revitalize agriculture throughout the country.

Russia’s first biofuel factory

Investment project: biofuel production

One of the first steps in this direction is the construction in Tatarstan of the first biofuel producing factory in Russia. The new factory is expected
to consume one million tons of grain per year, just
20 % of the region’s current production. This means
that local growers can not only produce enough
food for the local population, but fodder for cattle-breeding farms.
The initiator of the project is the Nefis Group.
The preliminary estimated cost of this project is
$600 – 660m. The factory is expected to manufacture not just biofuel but other valuable products
such as modified starch, glucose and simple protein. Russia currently imports these products in
large quantities.
When completed and launched the factory will
benefit the entire agricultural and food processing
industry in the region. One immediate benefit will
be a major improvement in the quality of Tatarstsan grain. It’s no secret that the major part of grain
grown in Tatarstan cannot be used for baking because of its low content of fibrin. Adding simple

55 Company. Nefis unites the production facilities of several large regional businesses such as food
processing major, Kazan fat producing factory and
the well-known manufacturer of household products, Nefis Cosmetics.
55 Projected capacity. The new factory is projected to be capable of processing over one million
tons of grain per year.
55 Product mix. The plant will produce bioethanol, starch, glucose and simple protein. The factory
will also feature the opportunity to vary the amount
of manufactured projects depending on the market
demand. In addition it will produce over 300,000
tons of distiller’s grains and mill offal that are used
to create high-quality animal fodder.
55 Investment. The preliminary estimated cost
of the project is $600 – 660m.
55 Financing. The project financing scheme is
still being considered. State participation is not excluded.
55 Timeframe. The construction is planned to be
completed in three years.
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Source: Nefis PR Service
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Profile / Chelny-Broiler

Chelny Broiler re-focuses its marketing to regions where
local producers fulfil less than half the demand for poultry
In 2008 Chelny-Broiler, a leading Tatarstan poultry producer, plans to increase its output
to 50,000 tons – with a further increase up to 90,000 tons before 2010. With RF demand for poultry far
outstripping supply, investment and M&A are up sharply as suppliers like Chelny try to fill the gap.

Ildar Gimadeyev,
Executive Director
Chelny-Broiler

The poultry business is one of the largest and most
rapidly developing food sectors in Russia. It’s become a regular staple in the Russian diet and it has
several advantages over other kinds of meat: it’s
a low cholesterol dietary product, less expensive
to grow than cattle, less expensive to process than
meat, grows more quickly and can be shipped fresh,
chilled or frozen whole or in parts at less cost than
beef since it weighs less. Moreover an investment
in poultry production has a shorter payback cycle
cycle than meat products.
However the poultry business isn’t all roses. It’s
seriously influenced by state quotas on poultry imports, aggressive consolidation of businesses in this
sector, fears about the widening bird flu pandemic and inability to meet demand which will require
significant new investment in the sector.
According to data from the federal agency Rospticesoyuz, domestic producers can only satisfy 66 %
or 2,709,000 tons in the local maket. In 67 regions
of Russia local manufacturers can’t meet demand
and in other 44 regions local manufacturers can
only fill half the demand.
In response, Chelny-Broiler is focusing its sales
on the Samara region, where local poulty factories currently fill only 44 % of the demand; on the
Republic of Udmutriya (43 %); the Perm region
(42 %); the Republic of Bashkortostan (39 %); the
Nizhny Novgorod region (36 %); the Moscow region
(33 %); and on the Ulyanovsk region (10 %).

Chelny-Broiler: company profile
55 Company. Chelny-Broiler is a leading poultry
factory in Tatarstan. Its structural production divisions form a vertically integrated complex uniting
the production capacities of the whole technologi-
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cal chain in broiler production starting from hatching eggs and finishing with processing and selling
of finished products. The number of chickens produced exceeds two million. The factory is capable
of doubling its production output.
55 Products. A wide assortment of semi-finished
products and advanced processed products from
poultry meat.
55 Projected capacity. The factory’s projected
capacity is 90, 000 tons per year.
55 Competitive environment. In the Republic
of Tatarstan 21 businesses are engaged in the production of eggs and poultry meat. According to the
results of the first half-year of 2007 the number
of chickens produced in the region is 7.3 million,
up 2 % on the same period in 2006. Poultry production constitutes 28.2 % of the overall meat production volume. Chelny-Broiler main competitors
in the Republic of Tatarstan and in the regions
where the company has its offices are: Pestrechinka Trading House, Prioskoliye Trading House, Pavlovo, Linda and Glazovo poultry factories as well
as Agrosoyuz.
55 Sales market. At present the main consumers of Chelny-Broiler’s products are businesses and
residents of Naberezhniye Chelny, the Republic of
Tatarstan as well as neighboring regions such as
the Republic of Bashkortostan, Udmurtiya, the Kirov, Chelyabinsk, Sverdlovsk, Samara and Perm regions as well as Moscow.
55 Investment. The initial amount of investment is $85m. Main expenditure areas are the reconstruction of poultry yards, the construction of
new complexes and the integration of state-of-theart agricultural technologies using modern computerized equipment.

Financial
institutions
& business
support services
Unlike many other regions, local banks in
Tatarstan continue to dominate the financial
sector. Some are even expanding into other
regions. While there are federal banks, insurance
companies and consulting firms moving into the
region, well-established local providers are proving
to be strong competition.
In the insurance sector, local providers have
developed extensive networks of agents and offices,
but now that banks can offer insurance at their
branches, competition is heating up.
Consulting services are becoming much more
broad, from offering asset valuations to human
resources planning, technology transfer and
intellectual property assessment.
Recruiters are doing well and even the government
is getting involved, helping provide services to
the regions tens of thousands of undocumented
migrant workers.
MARCHMONT
Capital Partners

Local banks and business services continue to flourish despite
pressure from regional and national firms entering the region
Despite the growing economic clout of Tatarstan, federal banks have not been as successful penetrating the region
as they have been in other areas. Well-established local banks are not only successful, some are expanding to
other regions as well. Although the insurance market is also dominated by local players, they are being pressured
by banks who can now offer insurance products through their branches. Audit and consulting firm continue to
flourish in the recruitment sub sector, even the government plays a role, providing support services to migrants.

Banks and financial institutions
For a number of years Tatarstan has been
ranked 4th in the Russian Federation for
the number of lending agencies after Moscow, St Petersburg and the republic of Dagestan and 2nd in the Russian Federation for
the number of major banks after Moscow.
Commercial banks of Tatarstan are under the control of the National Bank of the
Republic of Tatarstan, which is fully governed by local authorities. The banking
sector here has continued to show strong
growth. Recent data shows that total bank
assets have reached $12.07bn. This equals
57 % of GRP, an increase from 50.6 %,
whereas total assets of all Russian banks
are 52.8 % of GDP. Banks’ own funds are
$1.8bn which is 7.3 % of GRP. This is considerably higher than the same index for
Russia, is 6.4 % of GDP. Over the last five
years the total loan portfolio is estimated
at $49bn.

Large banks dominate
Although the sector here is dominated by
large banks – 42,3 % of all Tatarstan lending agencies – as the National Bank of the
Republic of Tatarstan points out, an imGeneral information
Tatarstan is one of few Russian regions
where local banks form the backbone of the
banking system. Out of 39 lending agencies
in Tatarstan, 26 are local – 67 % of the total
number of banks in the Volga Federal District. Over 80 % of Tatarstan businesses
use local banks, according to the National
bank of Tatarstan data.
55 Banks from other regions have set up only
20 branches and 40 lending offices in Tatarstan. Among these are Rus-Bank, Soyuz,
Denizbank Moscow, InvestSberbank, AvtoKreditBank, InvestCapitalBank. The intention is to cooperate with CityBank and Bank
Societe Generale Vostok.
55 Federal players like Raiffeisen Вank, CB DeltaCredit, Home Credit and Finance Bank,
KMB-Bank alsohave branches in Tatarstan.
55
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portant bank policy in Tatarstan is preservation and development of small and medium-size banks. Major banks. comprise
91,7 % of the total authorized bank capital stock in the region and record 89.3 % of
the profit. 15,4 % of lending agencies with
authorized capital stock account for 2,4 %
of profit. The remaining 42.3 % of lending
agencies generate 8,3 % of profits.
Tatarstan banks are actively expanding
into other Russian regions. 29 branches of
Tatarsan banks operate outside of the region. In Moscow a branch of Tatfondbank
has been opened. Tatarstan banks operate
in 31 Russian cities.

$12.2bn microfinance program
The Ministry of Entrepreneurship has
launched a very successful micro finance
program intended to provide micro finance
to small entrepreneurs. Over the last five
years the amount of credit granted to small
businesses has reached $12,2bn.
A growing number of mortgage loans
and buyer loans has been a notable tendency in recent years. In early 2007 the amount
of credit loaned to individuals in the republic had reached $1.6bn.

130 insurance firms
The republic of Tatarstan ranks 6th in the
volume of insurance operations. Altogether there are 130 insurance companies operating in Tatarstan. In terms of insurance
premiums and payouts, they have the lion’s
share of all Volga region companies.
The defining feature of the Tatarstan insurance market is the presence of strong
local companies. Half of the top ten insurance businesses in the republic are local.
But the intense competition is squeezing
profits and total sales volumes have started to erode over the past two years.
The key advantage that enables local insurers to do well against national outfits is
their well-developed, wide-area network of
branches and agents. But as more banks begin to offer insurance products at their retail branches, the growth of local players
has slowed.

Local players face hard time
It’s not easy for a local insurance company
to get accredited under a federal bank. Federal insurers who get accreditation at their
head office can quickly start operations in
all their branches. Consumers are also start-

Financial institutions & business support services
ing to become more educated and realize
that financial strength makes a difference,
not just an agency network. Although local
insurers have been increasing their capital
stock, most analysts feel that they will will
be facing a hard time.
Since 1995 the Union of Tatarstan Insurers has been operating in Kazan. It is a
non-commercial organization that includes
insurers of Tatarstan and branches of Russian insurance companies.
Today the Union is comprised of 39 organizations that offer up to 100 kinds of
insurance to their customers. They are all
large and viable Tatarstan insurers that influence the insurance market not only locally but throughout Russia as well.
The Union of Tatarstan Insurers has
worked out and approved an insurance development concept in the republic of Tatarstan for 2006 – 2009. Its objectives include
taking measures to improve taxation of
insurance operations, developing a longterm life and retirement insurance and introduction of new kinds of compulsory insurance.
The expectation is that the insurance
business will continue to grow along with
the region. The challenge for the industry
is to continue to offer insurance to a wider
range of individual customers and legal entities and to develop new product lines.
As the region’s standard of living gets
better and consumer behaviour gets similar to that of more highly developed countries, the insurance sector will be accumulating more financial resources.

nies are showing greater interest in consulting services
The days of short-term planning and focusing only on production have finally come
to an end. Now the trend is strategic planning, niche marketing and efficiency.
Consulting services are becoming much
more broad, from doing asset valuations
to human resources planning, technology
transfer and intellectual property assessment.
Industrial consulting for design and engineering services are also on the rise. But
these services are mainly used by Tatarstan’s leading enterprises who prefer to
use foreign organizations.
The most developed areas of business
consulting in Tatarstan are IT, tax, accounting, assessment services and legal consulting (mainly related to tax law).
Recently there has been an increasing
demand for assistance in the adoption of
IFR standards and for HR consulting.
Most local consulting companies provide
their services to small and middle-size businesses, whereas Moscow and international
auditors that have branches or agencies in
Moscow and St Petersburg focus on large
organizations.
The Tatarstan audit market remains
quite independent. A new development
in the regional audit market is increased
mergers and acquisitions by Moscow companies. Since the republic of Tatarstan is
an attractive area for western investors
and western auditing firms, analysts expect more of this activity.

Audit and consulting

Recruiting

With market operations developing rapdily and competition getting fiercer, compa-

Today there are some 50 recruiting agencies in Kazan. This number includes both
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federal companies and local firms. They offer a wide range of services: qualified staff
recruitment, HR audit, organizational consulting, personnel appraisal, educational
programs and trainings.
Two companies, Rasstal (Naberezhnye Chelny) and Golden Standard (Kazan) were nominees for “HR-Brand 2007”
award last year.
The major consumers of recruiting services are mainly new businesses, branches
of Russian companies and western organizations entering the local market. Accountants and sales representatives are the positions in highest demand in the regional
labor market today.
The Tatarstan government also plays a
role in the labor market. There are a considerable number of undocumented workers in the region, many of whom found
ready work as part of the republic’s Milennium 1000 activities. When local authorities realized that almost 25 % of Kazan’s
workforce was not documented, an interdepartmental commission was founded.
Kazan also offers assistance in finding employment as part of a specifically organized
program. There is also a specially formed
government service HR consulting center
that operates under the Institute of Government Service as part of the President
of Tatarstan’s office.
Source of information: Tatarstan public authority
official assessment data (part of speech of Tatarstan
President M. Shaimiev at the Board of European bank
for reconstruction and development governors meeting),
http://bankir.ru/, “Expert-Volga” magazine, article
“Volga region insurance market. Regional development
trends.”/  /Editor N. Lisina. – Samara: Effect, 2002 – 2003.

General information
In Tatarstan, the insurance business is dominated by only a few companies: Ak BARS-Med, Naраз Rosgosstrakh-Tatarstan and Idel.
tional Insurance Company TATARSTAN,
55 According to risk ratings that were made by Expert RA there are nine companies in Kazan rated
A++ (low risk level and promising development): AlfaStrakhovanie, Voenno-strakhovaya company, Ingosstrakh, MAKS, RESO-Garantiya, ROSNO, Renessans Strakhovanie, Rosgosstrakh,
Sogaz. Eight companies were rated A+ (low risk and stable development): Zhaso, Moscow
Insurance company, NASTA, Russia, Russkiy mir, Soglasie, SurgutNeftGAz, UralSib. Four companies were classed as A (low risk level): Guta-Strakhovanie, Pervaya Strakhovaya Companiya,
Standart-Rezerv, Yugoriya.
55 In the Tatarstan auditing and consulting services market around 60 % are Tatarstan companies
and businesses affiliated to large RF companies, 30 % are RF companies, and 10 – 15 % are
foreign ones.
55 The following national companies operate here:: Ernst and Young (Moscow), Energy-Consulting
(Moscow), Deloitte&Touche (Moscow), Presto-Audit (Moscow),Prime-Advice (St Petersburg)
and others.
55 Three three local leaders in Tatarstan’s consulting businesses are Povolzhye, Audit TD and
Audeks
55
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Profile / Intalev

Cutting-edge IT blunted by continuing local protectionism
Tatarstan is a leader in IT development. A defining feature of IT work here, as opposed to Perm
and Samara, is the demand for management systems rather than primary accounting systems.
A big obstacle is dealing with the region’s reputation as being closed to “outsiders”.

Sergey Lvov,
General Director, Privolzhsky
office of the Intalev group of
companies, expert in the field
of budget and strategic management
Mr. Lvov graduated from the
Moscow Machine Building
Institute. He studied at the
International Stock Market
Trade Union and received a
1st category Qualification
Certificate in securities. He
set up several brokerage
firms at different stock markets in Moscow and a chain
of fund shops in the Moscow
region, Nizhny Novgorod region and Chuvashia. He sold
this business to a Moscow
bank and then set up a consulting company, Konstanta.
Konstanta became a leading
partner of the Intalev Group
of Companies in the region.
In 2004 the company made a
decision to develop a chain of
regional offices. Lvov became
a member of Shareholders’
Council of Intalev and head of
the branch office of the company in the Volga region.
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Some experts believe that Nizhny Novgorod is two
years behind Moscow in the development of management and information technologies. Further
East, the saying goes, the situation gets one year
worse with every time zone.
It’s fortunate that our company has offices all
over the country. This allows us to observe what is
highly demanded in Moscow and then start to form
projects for other regions. taking into account this
“time zone rule”.
Tatarstan is a unique exception. Tatar companies are acquiring modern technologies more rapidly than most regions. This keeps us on our toes.
Just a few years ago, new innovations used to be offered first in the Nizhny Novgorod region, now the
Republic of Tatarstan is a primary testing site.
There is one negative issue concerning Tartarstan’s IT sector – its “closedness” and mistrust of everything “alien”. On the one hand this parochialism
helps local IT companies and advisors, but on the
other hand it stops the republic’s IT sector from realizing its full potential. The experience and knowledge of local companies simply cannot compete with
major federal players. This creates a time lag because
their technologies aren’t updated as quickly as they
need to be. Consumers of these services also suffer
because they don’t have the tools necessary to be really effective federal or global players. So local protectionist policies reduce the overall effectiveness of
the region. Large businesses realize this and organize open tenders in order to attract the most appropriate suppliers for more complex projects.
Intalev mainly focuses on training sessions, seminars and forums. Our goal is to introduce new,

modern management technologies that are used
all over the world, and to make them available for
Tatar companies.
The next Volga Region Forum of Financial Directors, which we sponsor, is to take place in Kazan.
The previous forum, held in December 2006, gathered more than 60 representatives of major companies. The majority of them were general and financial directors, heads of economic divisions and
chief accountants.
During our training sessions we provide specific tools which any company can apply even today
as they are very simple and effective. We speak
about the methodological and systems aspects of
management. Our participants learn about new
approaches, best case studies and other actual company experience. All of our events are offered without cost.
I’d also like to mention the activity of the Intalev Management Academy, which conducts field
sessions on financial and strategic management.
These training sessions are organized with the help
of KAMAZ.
Our company’s regional office in Privolzhsky
Federal District is only in Kazan. In 2008 our plan
is to double the volume of services. To achieve this
we have established our own manufacturing facilities, created new jobs and trained employees.
I believe that we will be able to help a lot of Tatar
companies become stronger and more effective. The
competition increases every year and now that Russia has emerged as a modern, dynamic country, it
has the capacity to become a major global player
in many sectors.

Construction
& real estate
Kazan is undergoing a radical transformation. It’s
not just the frenzy of commercial building going
on, as in other Russian regions, it’s massive urban
renewal that will change the face of this historic
city forever.
This major commerical development will transform
the right bank of the Kazanka riverfront into a
Sydney-like waterfront oasis of mixed residential,
entertainment and business usage.
Another ambitious private development
is to re-make the city’s historic zoological
and botanical center into a world-class
cultural / entertainment / shopping center.
City planners have unveiled their-long-range plans
to create a more liveable city by designing a new
transportation system (light rail, a Metro),
re-routing center city traffic to alleviate the
current congestion, re-locating administrative
buildings allow tourists and resident alike to enjoy
the historic parts of the center city, creating more
“green belts” as well as cleaning up storm water,
sewage treatment and water systems.
When all of these projects are completed, Kazan
will be even more appealing than it is now –
a shining city of the future, with its glorious
architectural past even more accessible.
MARCHMONT
Capital Partners

Real estate becomes the region’s new high interest “bank”
The Tatarstan real estate market and Kazan’s in particular, are experiencing a boom. Today Kazan is ahead of
Moscow in terms of the total area of commercial real estate per capita. In addition to major investors driving the
market, a new type of investor is coming onto the stage – middle income players. They are buying real estate (using
mortgages as well as cash) for appreciation, rather than as primary living space.

Commercial real estate
The lion’s share of the total volume of investment in Tatarstan’s market of commercial real estate goes into Kazan, where all
the business activities of the region are concentrated. The intense growth of this segment has been possible due to the burgeoning development of SME’s.
Another factor is the growing number of
federal retail players coming into the region – IKEA and Metro Cash & Carry among
them. The celebration of the city’s millenium anniversary had a profound impact
on the commercial sector. The extra budget
earmarks resulted in an large number of development projects being built over a very
short period of time.

Today Kazan is ahead of Moscow
Today Kazan is ahead of Moscow in terms
of the total area of commercial real estate
per capita. Despite showing some signs of
over-capacity, even in the high quality com-
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The average acquisition price of one square
meter of commercial real estate in Kazan
varies between $1,500 and $4,000.
Rental rates of commercial real estate vary
between $ 0 and $120 per a square meter.
Anchor tenants are usually offered lower
rates.
The pay-off period of a shopping mall is longer than six years. Most shopping malls do
not offer tenants the possibility of buying
their retail space.
Kazan has more than 50 business centers
with a total area of around 300,000 square
meters.
50 % of all Kazan’s office premises belong
to classes A and B.
Kazan ranks fourth in Russia for the total
area of office premises per 1,000 residents.
Rental rates of class A office premises in
the city center start from 800 rubles ($32)
per a square meter per month.
Suvar Plaza, Bulak, Korston Park Hotel and
Ibragimovsky are the most upmarket business centers in Tatarstan.
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mercial sector, demand for land for new
construction of commercial real estate is
still vibrant.

First in Russia for shopping malls
The Republic ranks first in Russia for the
total area of shopping malls. There are 217
square meters of high-quality trade premises per 1,000 residents here (in Moscow this
figure stands at 150 square meters). Kazan
alone is home to more than one million
square meters of trade premises.
Kazan currently has around 30 shopping
malls, competition in the market is severe
and has already resulted in rental rates
going down and the range of services rendered to tenants expanding. Surprisingly,
the сity still lacks trading centers that focus on furniture and household goods. The
general consensus is that many more large
international players in the retail market
will come to the region, lured by the Republic’s 20 % per capita income growth over the

past few years. To fill the existing demand,
the market has started moving gradually to
dormitory suburbs, as class A space left in
the city business center is rare. Another reason is heavy traffic in the city’s downtown
core and not enough parking lots.

Small offices in demand, with
rents from $ 10 – 120 per sq. m.
Rental rates for office space is very variable – from 250 to 3,000 rubles ($10 – $120)
per square meter, per month. Offices with a
total area from 20 to 60 square meters are
most in demand here. Most popular are offices located in class B business centers which
are new buildings, but the range of services they render is not as wide as the range of
services offered by class A business centers.
It is estimated that in the near future
Kazan will see the construction of a many
more business centers.. Experts forecast
that rental rates are not likely to go up, but
selling prices will continue to surge.

Construction & real estate
Residential real estate
Although analysts have been talking about
oversaturation of Tatarstan’s residential real
estate market their worries have never been
justified. The beginning of 2007 did see a
slight decrease in prices – the result of 2006
year-end demand for mortgage programs
that caused a sharp upward spike – prices
fell as soon as the new year came. However, by spring 2007 the situation in the market was balanced again.
Many analysts feel that price fluctuations are the result of market restructuring and demand getting more segment-specific. Starting from the second quarter of
2007 prices of second-hand apartments in
blocks of flats started to level off and then
began to slowly go down. By July last year
the prices of second-hand housing in Kazan dropped by an average of 15 %, while
prices of new residential housing continued to grow.
The increase in prices of new apartments
and houses was due less to a result of demand that to higher prices of construction
materials, difficulties related to getting a
land plot for construction and the necessity for builders to add in cost to cover expenses to build engineering and transport
infrastructure.

The new investment mentality
The new investment mentality is that middle income, individual investors are less interested in the price of a complete unit than
they are in the price of one square meter in
a building. Their investment decision is not
what flat to buy, but how many meters they
can buy at the best possible per square meter price. Despite the run up in prices, the
average cost of one square meter of new
residential housing is still lower than the
price of second hand housing.
In 2006 around 20 % of deals in the
market of second hand residential housing and nearly 50 % of deals in the market of new residential housing were made
as investments. Many people started taking
mortgages as they became more affordable. However, analysts estimate that mortgage woes in the US and a higher inflation
rate will most likely result in an increase in
mortgage interest rates.
The demand for residential housing has
also been stimulated by implementation of
social programs that grant mortgage credits to young families and families with low
incomes. These programs have brought an
immense increase in the demand for oneroom apartments, still the most popular
type of residential housing.

Growing income of the Republic’s citizens, less expensive construction technologies as well as the local authorities willingness to streamline the construction approval
process and build modern infrastructure in
the areas slated for new construction of residential housing are prerequisites for further growth in the sector. Preliminary estimates for 2008 forecast a 15 – 20 % increase
in prices of residential housing.

Rental and cottages
Kazan’s market of rental housing is also developing rapidly. The supply cannot keep
up with the demand which is forcing prices
up. For example, in July, 2007 the average
rental price of a one-room apartment in Kazan stood at 6,000 rubles ($240) a month,
in August it was 7,000 rubles ($280). Today
the average price varies between 8,000 and
10,000 rubles ($320 – $400) a month.

Business centers of classes A and B in Kazan
Business center

Address

Total area

Class

Bulak

35, Pravobulachnaya St.

9,300

А

Korston Park Hotel

1, Ershova St.

4,860

А

Suvar Plaza

6, Spartakovskaya St.

13,275

А

Tataria

29b, Ershova St.

7,046.1

В+

Suvar Kazan

18, Dostoevskogo St.

4,000

В+

Idea technopark

50, Peterburgskaya St.

9,836

В+

Ibragimovsky

Dekabristov/Ibragimova St.

3,300

В+

TAIF

2, Akademicheskaya St.

6,987

В

Sakura Office

2v, Spartakovskaya St.

4,500

В

Business Center

47, Schapova St.

3,000

В

Business Center, building 4

34, Sibirsky Tract

10,542.46

В

Business Center, building 5

34, Sibirsky Tract

7,211.52

В

Business Center, building 013

34, Sibirsky Tract

890.89

В

Dom Kekina

8/9, Gorkogo St.

3,300

В

Administrative Office Center

2, Stolbova St.

1,300

В

Business Center

48, Kalinina St.

3,700

В

Trade and Office Center

33, Pravobulachnaya St.

1,252.76

В

Office Center

57b, Ostrovskogo St.

1,600

В–

Business Center

2a, Zhurnalistov St.

4,665.26

В–
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August-December of 2006 saw a record increase of 120 % in the price of residential housing.
Apartments located in the Novo-Savinovsky and Moskovsky districts are most in demand in Kazan.
Most standard residential housing is built in these districts.
The Kirovsky and Aviastroitelny districts offer residential housing at the lowest prices.
The ratio of standard residential housing to upscale residential housing in Kazan stands at 70 %
to 30 %.
Normally the largest number of apartments in Kazan are sold at the end of summer and at the
beginning of autumn.
August, 2007 alone saw a 30 % growth in the number of mortgages.
During the first nine months of 2007 more than 504,000 square meters of new residential housing came on the market.
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The price of cottages depends on its proximity to a forest or a water reservoir. Sometimes the difference in prices may reach as
much as 60 %.
Today the upscale market in two story houses are those with a total area of 150 – 200
square meters built out of brick or wood.
The average price of one square meter of
individual real estate in Kazan’s suburbs
stands at 30,000 rubles ($1,200)

The market for cottage housing has just
started to develop in Tatarstan. Today most

cottage communities are built in the city
suburbs. However, there is a new program
targeted at demolishing and reconstructing ramshackle houses that will change the
face of the historical part of Kazan to accommodate new elite areas covered with
individual cottages.
Cottage communities can be divided into
the following groups: economy class communities that are located further than 50
kilometers from the city, in villages that do
not have any infrastructure; business class
communities not exceeding 250 houses, located within a 40 kilometer distance from
the city; deluxe cottage communities of up

to 200 houses that are located not further
than 25 kilometers from the city and premium class cottage communities that are located within a 15 kilometer distance from
the city and have exclusive features such as
a waterfront or forest and a well developed
social infrastructure. The number of houses
in such communities does not usually exceed 30. Some analysts feel that this subsector is poised for dramatic growth, but
investors need to be wary of the extensive
need for infrastructure expenses the further out from the city the development is.
Source: www.tatre.ru, www.mzcity.ru, www.stroyrt.ru

Average price of one square meter of residential housing in Kazan (as of December 2007),
in thousand rubles (in thousand dollars)
District

Aviastroitelny

Vakhitovsky

Kirovsky

Moskovsky

Novo-Savinovsky

Privolzhsky

Sovetsky

One room

43.8 (1.79)

45.9 (1.87)

32.2 (1.31)

37.2 (1.52)

40.1 (1.64)

33.7 (1.38)

37.3 (1.52)

Two rooms

38.7 (1.58)

45.4 (1.85)

31.8 (1.3)

34.5 (1.4)

39.6 (1.62)

33.7 (1.38)

37.6 (1.53)

Three rooms

–

44 (1.8)

31.4 (1.28)

35.3 (1.44)

42.1 (1.72)

32.2 (1.31)

37.3 (1.52)

Average price of one square meter of residential housing in Kazan (as of December 2007),
in thousand rubles (in thousand dollars)
District

Aviastroitelny

Vakhitovsky

Kirovsky

Moskovsky

Novo-Savinovsky

Privolzhsky

Sovetsky

One room

40.8 (1.67)

46.7 (1.9)

38.8 (1.58)

41.4 (1.69)

43.4 (1.77)

41.6 (1.7)

42.3 (1.73)

Two rooms

36.5 (1.49)

45.2 (1.84)

35.2 (1.44)

37.8 (1.54)

41.7 (1.7)

37.8 (1.54)

39 (1.59)

Three rooms

37 (1.51)

47.4 (1.93)

33.7 (1.38)

39.2 (1.6)

42.1 (1.72)

37.4 (1.53)

39.2 (1.6)

Cottage communities under construction
Name

Description

Green House

It is expected that the community will accommodate three types of houses – economy class town houses, economy-luxe class town
houses and individual cottages of luxe class.

Ecoplaza

The community is to accommodate more than 200 brick cottages with a total area varying from 120 to 360 square meters each.

Zagorodny Club (Country Club)

Projected construction is 366 cottages on a land plot with a total area of 66.5 hectares. The community will be divided into an
economy class zone and a business class zone.

Nikolskaya Usadba
(Nikolskaya Estate)

This is designed as a business class community located on a lakeshore. The total area of the community is 10 hectares. All the
cottages are to be constructed out of wood.

Golf Club

An elite cottage community with a golf course.

Zagorodnaya Usadba
(Country Estate)

A business class community on 149 hectares and 39 town houses, 172 individual cottages and 24 estates. The total area of each
house varies from 168 to 350 square meters.

Svetly

A massive 10‑year project that is projected to have 4,500 residential houses on a land plot with a total area of 500 hectares. The
community is to have its own developed infrastructure.

Orekhovka

This is a two community project named West Orekhovka and East Orekhovka. East Orekhovka will be located just a 20 minute drive
from the city and will accommodate 90 brick houses varying from 100 to 200 square meters each. West Orekhovka will have 250
houses located in an area of 36,000 square meters.
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Profile / Millenium Zilant-City

Pravy Bereg (Right River Bank): breathing new life into Kazan
by reclaiming riverfront land to build a whole new city district
The ancient city of Kazan is an architectural treasure, but a nightmare for moving people and goods
easily. A multi-billion dollar investment to reclaim the Kazanka riverfront will provide new housing
for tens of thousands and include a new bridge and multi-modal transportation grid to relieve a lot
of the congestion and breathe new life into the city.
The Pravy Bereg (Right River Bank) investment project
in Kazan is being developed by the Millennium ZilantCity development company. The project will be be built
on the bank of the Kazanka River. It’s a site where currently there are a large number of worn-out buildings.
After the buildings are demolished, the site will be
cleared and environmental clean up done.
The main concept of the project is relcaiming additional territory on the right bank of the Kazanka
River. Developers hope that by increasing the land
area for the development they can build new residential complexes and recreational zones as well as
create new transportation infrastructure.
The transport situation in the city has deterioarated badly due to the increased number of cars:
today 1,000 residents own 100 cars. But this is not
the only reason. Among other factors making traffic congestion in the city a serious problem is the
system of roads which do not meet modern requirements. There are not only few in number, but a lack
of roundabouts, interchanges and other multi-level
junctions. The subway system is also antiquated.
Kazan has the possibility of having a good system
of high-speed highways, but not currently. And the
city has just four bridges over the Kazanka which
makes the transpor between the two major parts of
the city difficult.

Creating an entirely new city district

toric part of Kazan and over the Kazanka River as
well as numerous parks, beautiful embankments,
lakes and ponds.

Investment project:
Pravy Bereg (right river bank):
55 Company. Millennium Zilant-City is one of the
largest development companies in Russia. It was
founded in 2006 upon the initiative of Kazan city
administration. The company’s main task is generate revenue for the city and create comfortable living conditions for its population.
55 Project portfolio. The project’s goal is to create
an entirely new district to attract investment for residential buildings and transport infrastructure.
55 Scale of construction works. Around 4.2 million square meters of residential and commercial buildings to be constructed on a 298 hectares land lot.
55 Project initiators and participants. Kazan
municipal authorities and Millennium Zilant-City.
55 Investment. Over $4.2bn.
55 Timeframe. Land reclamation started in
2007. The construction is planned to be completed by 2015.
55 Other projects. A large-scale project concerned with the development of city quarter Kvartal
B in Peterburgskaya Street. Another project relates
to the construction of a multi-purpose residential
complex in Pavlukhin Street.

Alexander Pronyagin,
Deputy General Director,
Marketing Director,
Millennium Zilant-City

The Pravy Bereg project projects a general redesign
of the Lenin dam and the creation of a new bridge
to relieve the city center from its current excessive
traffic burden. The design will also include a plan to
link the new bridge with the redesigned dam thus
creating a new symbol of the city.
The whole traffic system in what will become a
new city district will be completely re-organized. A
new riverfront area will include a large park with
a railway line going from east to west along its
banks. Bus service is planned to connect the two
parts of the city together with the railway system.
And numerous parking lots will be located near
main roads.
The Pravy Bereg project calls for the construction
of housing for more than 40,000 people. Office and
trading centers are also included in the plan. Generally speaking The result will be a new Kazan city
district with comfortable living conditions and close
proximity to the city center; well-developed transport infrastructure; impressive views over the his-
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Profile / Antika

Niche marketing success: make the antique unique
Kazan has long been famous for its spectacular architecture. Using its expertise helping to restore
and preserve this rich historic legacy, Antika became a leader in developing unique, high-end
housing. Its newest complex, in the heart of the ancient city, combines classical architectural
elements with 21st century conveniences.

Leonid Gornik,
Chief Architect, Antika

The beginning of the 1990s saw active development
of individual housing construction in Kazan. Antika was set up at this time too. We started our business as an interior design firm offering owners of
individual houses and cottages custom-created interiors.
Today demand for elite housing is growing each
year. This makes elite housing construction both
possible and profitable. As a rule, one square meter
in an elite apartment starts in the region of $3,000.
Elite buildings always feature underground parking space as well as various safety systems. More
often than not elite buildings enjoy their own engineering infrastructure, including a separate power plant, water supply system and even a fire brigade. It goes without saying that all building and
decoration materials used in the construction of
elite housing are of a very high quality. Neighborhood also plays a very important role. Elite buildings should be located in the best neighborhoods,
ideally in the historic part of the city. Getting authorization allowing for construction in such city
quarters is a difficult and time consuming process.
It’s a unique niche market that offers tremendous
challenges as well as rewards.

Project portfolio
55 Company. Antika was founded in 1997. It specializes in the development and construction of exclusive elite housing. Among projects undertaken
by Antika are villas in Kazan and its suburbs, private residences in Baku and a residential complex
in Kazan city center.
Between 1998 and 2002 the company’s primary focus was to recreate and preserve the historic
stylistic solutions Kazan architecture is so famous
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for. Antika accumulated rich practical experience
in this field by working on the restoration of various historic and cultural monuments in the Kazan
Kremlin, which is included in the UNESCO World
Cultural Heritage list. Other buildings and monuments restored with the participation of Antika are
the Cathedral of the Annunciation, facades of the
temporal resident of President of the Republic of
Tatarstan and the Pushechny Dvor (Cannon Yard)
architectural complex.
55 Unique services. Antika has its own 2,500 sq.
meter production facility to manufacture small architectural forms and stucco moldings. The company uses advanced technology and materials, including fiber concrete and employs sculptors, designers,
molders and figure-casters in addition to the normal complement of general construction workers.
55 Competition. At present there are number
of companies in Tatarstan that specialize in elite
housing construction. By focusing on historic classic
forms as the basis for our construction projects, Antika has carved out its own niche in the elite housing market. We believe that architecture should be
able to be something to remember as well as to be
the source of functionality and comfort. Our goal
is to offer clients a harmonic combination of classical shapes and modern standards. Our competitive strength is that we are also capable of giving
our clients the complete cycle of construction work,
starting from design to finish carpentry and installation of all contemporary components.
55 Current investment. The project of the
Dvortsovaya Naberezhnaya (Royal Embankment)
residential complex is the most expensive one ever
undertaken by Antika. The amount of our investment is already $2m.

Profile / Suvar-Kazan

A business center needs to offer tenants more than office space
Adding shopping, cinemas, a fitness center, financial services and other infrastructure to an office
center makes it more desireable to tenants. For developers, it reduces risk and creates more value.
Kazan is becoming more attractive to national and
foreign companies. According to analysts, the volume of office real estate here might increase to
409,000 sq m by 2009. This is a challenge to de-

velopers. All modern office buildings provide clients with comfort, convenience and safety. But a
business development needs to be more than just
high quality offices. It needs to address the social
needs of business as well.
The combination of office, shopping and entertainment in a single business center makes business
more efficient as well as more profitable. Creating this integration is what we have done at Suvar Plaza.
It’s in the center of the Tatar capital on 74,580 sq. m.
of prime real estate. There are 17,743 sq m of offfice space and 33,500 sq m for the shopping mall.
The original architecture of the building hides a
modern engineering network and necessary safety
and telecommunication systems. The infrastructure
involves elements of “smart building”: an integrated system of video surveillance, fire and security
alarms, computer-based access control provided
ITV and Sigma-IS.
Apart from being Class A office premises Suvar
Plaza provides all the services needed for a businessman: a multi-function conference hall with advanced equipment, multi-level parking lot, car wash
and gas station, cash machines, air and railway ticket offices and a mobile phone credit machine. The
shopping-entertainment part of the center includes
world brand stores, restaurants, a fitness centre, a
beauty salon and cinemas Grand Cinema, Sim Ex
4D. One of the anchor tenants is 24‑hour supermarket Paterson.

Evgeny Korolkov,
General Director
of Suvar-Kazan

Suvar-Kazan: profile
55 Company. Suvar-Kazan was founded in 1999.
Among its partners are leading banks and investment firms of Tatarstan and Russia.
The company implements all types of designing, construction, refurbishment and installation
projects, provides transport, forwarding and agency services and lends real estate.
55 Projects. The largest projects of the company are connected with the construction of modern
shopping malls: City-Center, XL, Riviera (the second cinema of IMAX is in its building) and international-level sports complexes Planeta Fitness in
Kazan and Naberezhnye Chelny.
Suvar-Kazan also operates in the market of residential real estate: a recent project is elite residential neighbourhood, Suvorovsky, implemented together with ZIS. This complex is in the centre of the
city on the plot with rich landscape (a park and the
Kazanka River). This is a luxury class complex with
top floor apartments that offer world-class views of
the city and the river.
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Kazan re-development plan

Designing a new city center and creating a new waterfront oasis
Kazan city authorities have unveiled a massive urban development plan that will not only change the city center,
but transform the Kanzaka River into a mixed-use waterfront oasis for apartments and business. When completed,
the city’s land area will increase by 55 % with a 60 / 40 balance between residential areas and greenspace.
Source: PR Service of Kazan
Execution Committee

Kazan has unveiled an ambitious urban development plan for the next 12 years to 2020. The first
series of activities is planned to be completed by
2010. Planners have taken into consideration a rational use of all the city’s resources to include the
development of social, engineering and transport
infrastructures.

Comprehensive approach
Planners have inventoried all the city’s resources
to ensure integrated development of its social, engineering and transport infrastructures. The challenge for designers is how to preserve a proper balance between developed urbanized districts and the
city’s historic and natural enclaves. Special attention was paid to cultural landscapes that are under
government protection.
The city’s development also has to be integrated with development plans in neighboring satellite towns and natural zones.The first set of devel-
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opment activities will focus on defining which sites
will be worked on and setting timeframes.

Looking deep in history
A central focus of the development plan concerns
the city center, which is planned to be expanded
onto the right river bank of the Kazanka and occupy the territory of the current river port.
Developers also want to re-locate some administration services to improve the traffic situation in
the historic center. This will also make the historic,
cultural, and tourist attractions in the center more
prominent and easier to access for both city dwellers and tourists alike.
Historic preservation specialists from the city administration have analyzed the state of buildings
and monuments and have come up with a list of
530 buildings and monuments of architectural importance and have projected 65 new constructions
to be included in this list.

Language of numbers
At present Kazan's territory encompasses 42,500
hectares. The long-term city
development plan projects the
city territory to grow to almost 76,100 hectares.
Kazan's population is expected
to reach 1.18 million residents by 2020 with a further
rise to 1.5 million residents
by 2050.
In 2006 each Kazan dweller
enjoyed 20.6 square meters
of residential housing, it is expected that by 2020 this figure will reach 31 square meters with a further increase
up to 39 square meters per
resident.

Closer to nature

Upgrading storm and water systems

Another priority task is providing a natural connection of residential buildings to the banks of the Volga River. To this end it has been decided to move all
railways junctions, industrial enterprises and warehouses as well as the cargo river port from their
current location.
This will free up an enormous amount of property to be re-developed. Another important focus is to
improve the city’s green belt whose central part is
formed by the Kazanka River, adjoining parks, reserves, beaches and embankments. This belt also
includes a system of lakes and channels: the Poduvalye, the Kaban and the Bulak as well as the Noksa River, where they meet the Volga.
The goal is to reach a 60 / 40 ratio between urbanized areas and green territories.

The plan also calls for the decentralization of the
city’s storm water runoff processing system, repair and reconstruction of major collecting drains,
recultivating sludge fields, constructing a waste
processing factory as well as moving industrial enterprises and warehouses from water conservation
zones.
The reconstruction of protective dams and the
building new bank protection structures along the
Kazanka and the Volga Rivers will also be done.

Access to recreational zones
The realization of this plan will allow residents of
every district of the city to have access to recreational zones of public use. At the same time, one of the
main ideas of having this natural belt is to divide
existing buildings from new ones, reducing building
density and creating a cleaner environment.
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Solving the transport problem
The city’s antiquated transport system will also get
a thorough re-redesign. The new plan proposes the
construction of off-street lines for high-speed rail
vehicles such as an underground metro and lightrail metro system.
In addition to a new bridge across the Kazanka River, development will include reconstruction
of existing bridges, road junctions and off-street
pedestrian crossings. New pedestrian thoroughfares which are popular in many European and
Russian cities, will also be built to make Kazan a
truly “waling city.”
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Profile / Investcity

Kazan’s new zoological and botanical garden will transform
200 years of history into a 21st century multi-media experience
As Kazan’s center city gears up for a major re-development, a local firm is moving ahead with plans
to transform the zoological botanical center into a 21st century regional cultural, entertainment,
shopping destination for familes as well as children.

Igor Moiseyev,
Director of Investcity
Mr Moiseyev has two
degrees, that of an engineer
and an MBA degree in
international business
management

Investcity, a Kazan-based development company,
has a daunting task: how to transform a moribunbotanical zoologic center that was founded 200
years ago into a profitable 21st century business.
Investcity’s answer is to wrap the entire project
around a world-class residential entertainment
center to bring in not just nature and animal lovers, but families, sports enthusiasts, movie goers
and others.

Making it all work together
The complex is planned to be developed on a 137.5
hectare land lot. The territory near this area is now
being used for construction of a large residential
complex with total floor space of 250,000 square
meters.
The zoological and botanical garden will be
the centerpiece of the project, but the complex is
planned to also include commercial retail space and
a full entertainment, sport complex. Apart from the
zoological and botanical garden the complex will
also include neighboring land that will be extensively landscaped.
Around the garden will be small hills and lakes
which can be used either as recreational zones or
as places for additional expositions.
A major feature will be construction of a multistory mall with retail and entertainment areas, including animal and plant expositions. The territory
adjacent to this building will be used as park area
planted with valuable trees and flowers.
The flora and fauna used in the mall will underline its linkage to the zoological and botanic garden. The mall will also house an aquanarium, a
conservatory, various animal expositions and topic-related botanic collections organized in accordance with the habitat of animals.
The developers plan to maximize the use of existing trees in these expositions as well as to add ecological paths and a house featuring animals and
plants of the tropics. A characteristic feature of all
these expositions is that they will all be able to be
visited year round. The plan also calls for visitors to
be offered special educational programs.

Design specifics
As for the design of the zoological botanical center
it will feature such elements as verandas for viewing the zoo and the botanical garden, a glazed
bridge connecting two parts of the zoo, a recreational zone with a quay, a boat yard, a cafeé, gar-
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dens with aquatic plants, fountains, waterfalls, a
tramway going along the shore and a lake inhabited with waterfowl.

Entertainment center
The center’s entertainment facilities will include
a children’s playground, an open-air park with

various attractions for children, an area of Tatar
national culture, a large cinema-house with nine
spectator halls, a game zone, a food court and facilities for bowling as well as numerous bars and
cafes.
Retail facilities will include both small shops and
large malls and will be fitted out with WC’s (including for disabled people), left luggage offices,
car parking lots, including an underground twolevel parking area for 1,200 cars. The center will
be 100 % accessible for the disabled.

Investment project: reconstruction of
the Kazan zoological and botanic garden
55 Project authors and developers. Investcity is
a Kazan-based development company founded in
2006 that specializes in the construction of commercial, residential and industrial real estate, with
a focus on large-scale projects. These project are
done in cooperation with large partner companies
who are leaders in their specific sectors.
55 Design. The center’s concept and architectural solutions were created by Atkins, a UK firm. The
final design involved landscape designers, specialists in construction solutions, botanists, zoologists
as well as financial, marketing and graphic design
professionals.
55 Key conceptual and architectural solutions for
the project were offered by the world-renowned
architect Tom Wright, who is the designer of the
world’s only seven-star hotel in Dubai, the famous
hotel that looks like a sail.
55 Local support. Employees of the Kazan zoological and botanical garden also took an active
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part in the design by supplying their recommendations. It’s worth mentioning that in order to make
the project meet all latest requirements of the international zoological and botanical community
Atkins also consulted with the London Zoological
Community.
55 Territory. The existing zoological and botanical garden, as well as the area for its extension
and the construction of the trading and entertainment complex, are located in the Privolzhsky city
district of Kazan along the shore of Kaban Lake in
the close proximity to Kazan business and historic
center. The total surface area of this land lot is 15
hectares. Should this be insufficient for the future
construction project there is another 25 hectare lot
which is separated from the zoological and botanical garden by a railway branch.
55 Location. The garden’s location is very convenient as it is situated near large highways, a railway station, a bus station and a river port. This
means that the to-be-constructed complex may
be visited not only by Kazan residents but also by
guests from other regions.
55 Investment. The project’s estimated cost is
$142m.
55 Pay-back period. The expected pay-back period after the whole complex has been launched
is six years.
55 Other figures. The internal revenue rate (IRR)
is 24.5%. The estimated value of assets as of the date
of the project cost’s payback is $203m. The project’s
EBITDA over the pay-back period is $414m.

The Kazan zoological and
botanical garden is a member of the European Association of Zoos and Aquariums
along with the Moscow, St
Petersburg and Novosibirsk
zoos. It was founded in 1806
on the premises of the Kazan
University by Professor Carl
Fuks. Originally it was just a
botanical garden but over
time it also started being
used for exhibiting animals. In
1931 the garden was moved
to its current location. Now
the zoological and botanic
garden accommodates around
500 species of animals. Its
most important part is a conservatory with unique samples
of trees and plants some of
which are 200 years-old and
are found nowhere else in
Russia.
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Profile / CB Richard Ellis

Kazan’s commercial real estate sector comes of age and moves
into a new era of high-quality malls and mega-shopping complexes
Kazan has more retail space per capita than any other Russian city. CB Richard Ellis explains how
this is affecting all aspects of commercial real estate – from hypermarkets to free-standing stores.

Jeff Kersho,
SCSM Senior director,
CB Richard Ellis

Experts name two reasons for the terrific increase
in Kazan’s retail construction. First is the growing
affluence of the republic’s population. Second, investors are welcomed with open arms by the government. This has encouraged Russian and foreign
investors to eagerly step into the Kazan market,
though the city is still behind Novosibirsk, Ekaterinburg and Samara in terms of total retail sales.
Over the last six months about 150 retail companies have been set up in Kazan. The funds invested in construction exceeded $126.6m. And more
than hundred malls of 100 sq m or more are still
to open.

Tidal wave of expansion lowers rents,
but closes the market to new chains
Olga Kondaurova,
Analyst of Department
for Commercial Real Estate
Research CB Richard Ellis

The market has become so saturated with retail
stores, that rental rates have actually dropped.
There is still, however, an enormous difference in
the average annual per sq. m. cost – from $90 to
$400 in malls and from $300 to $800 for high qaulity westernized, high traffic street space. While the
tidal wave of trade expansion has brought hundreds
of new retailiers into the market, for most chain retailers not already here, the market is “closed”.
Given such a wide choice of shopping, Kazan’s
consumers still prefer large shopping premises.
As more and more Russians discover the one-stop
shopping experience of buying everything from
groceries to home appliances in a single location,
malls become more and more attractive.

Outdoor / indoor markets still do well,
accounting 35 % of all retail trade
But many Russians still enjoy the long-established
tradition of shopping at informal indoor and outdoor markets. In Kazan, like many large cities, there
are many of these “rinnocks” that offer a huge variety of goods at very low prices because the cost of
doing business in a stall is so cheap. According to
the Republic’s Ministry of Trade, markets accounted for around 35 % of sales ($1.7m) of Kazan’s good
turnover in 2007.
At the same time the main trend over the last
few years is a steady increase in consumer demand
for quality shopping and a more diverse array of
higher quality goods and services. The pent-up demand for some product groups reaches 20 % or even
40 %. These are driving factors behind the continuing growth and demand for western-style shopping
malls and multi-plexes.
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Such “civilized” shopping centers can be divided into high street retail and shopping malls. Currently Kazan has 305,000 square meters that account for the high end of the market.

The shift to buying retail goods in malls
proves that Russians want better quality
These malls are frequented by not just by top income earners, but by the middle class of Kazan as
well. The shift away from the informal market to
more high quality shopping is no longer a trend, it’s
a fact. And Kazan’s booming retail sector is proof
positive of how successfully Russia has embraced
modern retailing.

CB Richard Ellis: profile
55 Company. CB Richard Ellis was founded in
1994. It has more than 300 offices all over the world
and an extensive data base on the Russian real estate market. It produces an annual market survey
with quarterly corrections about space available, demand, mergers and acquisitions and other trends of
the real estate sector.
55 Ratings. For the sixth year in a row CB Richard Ellis has been a leader in the market of US commercial real estate. In September 2006, CB Richard Ellis won the award “Leader of the Commercial
Real Estate Market” according to the research of
Euromoney. CB Richard Ellis is included in Standard & Poor’s list of 500 major US companies and is
the only real estate company in the top 500. Business Week magazine has also named CB Richard
Ellis one of the top 50 companies in Standard &
Poor’s list.
55 Customers. Cisco Systems, Delta Airlines, Don
Stroy, EBRD, ENKA, Ericsson, Ernst&Young, FF&P,
Forum Properties, General Motors, Golden Telecom, JP Morgan Bank International, Ivanhoe Cambridge & SITQ, ING Bank, INTEKO, LUKOIL, KanAm
Grund, M. O. R. E., McDonalds, MR Group, MDM
Bank, NCR, oil company YUKOS, Nortel Networks,
Rosinvestneft, Sberbank, Standard & Poor’s, Unilever, United Parcel Service, Wells Real Estate Funds,
World Trade Center etc.
55 Projects. One of the largest projects in Kazan
is the Ice Palace of Sports LDS-1000. The sports
center has been built on a 5.5 hectare site with a
total construction area of 19,234 sq m. CB Richard
Ellis is the managing and technical principal of this
project. Other Kazan projects are multi-functional
complexes Suvar Plaza, XL and Citi Center.

