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Editorial

Dear Reader,

Greetings. India's external trade is experiencing a rapid growth. The main
interest of the country lies in expanding trade with the countries, among which
are the leading world powers, including Russia. India shares a special
relationship with Russia because, the two countries have concurring interests in
both political and economic spheres. Traditionally, India held an important
place in trade and economic relations with the former USSR and later on -
Russia. Besides, starting from 1991 Russian-Indian trade and economic
relations were characterized by a decrease in commodities trade turnover. The
reasons were the changes occurring in the Russian economy, which were
accompanied by the breaking of old fies, reorientation of external trade
towards western markets. However, in order to reverse this trend, India and
Russia have initiated a new phase in the overall relations — economic, political
and cultural. This relationship is getting increasingly forged and strengthened
at the level of business communities of both the countries. It is significant that
a direct dialogue between Russian and Indian businesses and specific
individuals working in specific spheres may seriously influence and change the
pattern of trade between the countries. The cover story of the current issue of
Indo-CIS Business concentrates on this aspect, namely, the B2B dialogue,
which is expected to boost the business between India and Russia to $10
billion by 2010. The focus of the issue is on the strides made by the Indian
chemical industry. We carry an excellent study made by the Export Import Bank
of India in this regard. Foreign Direct Investment (FDI) inflows into the CIS
region have been rising continuously from an average of US$ 4 billion during
1992-97 to reach a peak of US$ 27.2 bn in 2005. This has been mainly due
to the attractive returns on investment (ROI) in the areas of oil and natural gas,
both production and downstream projects. The countries that offer these
investment opportunities are Russia, Azerbaijan, Kazakhstan and Ukraine,
which together account for 95 percent of the FDI inflow. The topic of FDI
inflows into the CIS region forms the Perspective of the current issue. The
concept of “Microfinance” has caught up with the smallest of the small
entrepreneurs, who struggle to raise the much-needed capital. This item
appears in the EBRD news section of the current issue. Besides the regular
features, the issue, as usual, carries a Russian section.

Wish you happy reading

Satya Swaroop
Managing Editor
satya@newmediacomm.biz
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A New Bhase in Indo-Russian Co-operation

A new phase in the overall relations economic, political
and cultural between India and Russia has begun. The
relationship that is getfting increasingly forged and
strengthened is between the business communities of
both the countries besides the two
governments.

respective

India and Russia have greatly concurring interests in
political and economic spheres and this predetermines
the necessity of the all possible development of relations
in these areas in order to strengthen their strategic
position in the world.

India's external trade is experiencing a rapid growth. The
main interest of the country lies in expanding trade with
the countries, among which are the leading world
powers, including Russia.

Traditionally, India held an important place in trade and
economic relations with the former USSR and later on -
Russia. Besides, starting from 1991 Russian-Indian trade
and economic relations were characterized by a
decrease in commodities trade turnover. The reasons
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were the changes occurring in the Russian economy,
which were accompanied by the breaking of old ties,
reorientation of external trade towards Western markets.

At present, the volume of trade between Russia and India
amounting to 8.0 percent does not completely reflect the
full potential that exists in trade and cooperation
between the two countries. Therefore, an increase of the
mutual commodities turnover represents a major task to
be handled by India and Russia. Both countries have to
enhance the practice of establishing joint export-
oriented entferprises and in particular in the areas of
pharmaceuticals, food processing and engineering.

It is significant that a direct dialogue between Russian
and Indian businesses and  specific individuals working
in specific spheres may seriously influence and change
the pattern of trade between the countries.

If external trade relations are improved, a further
expansion and deepening of economic cooperation
between India and Russia will become possible.
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Energy Boosts
Existing Synergy

In the course of his visit to India
that took place in December
2004, Russian President V. Putin
mentioned that enhanced energy
partnership between Russia and
India was beneficial to both
economies.

'Russia, being a long-time and
tried partner of India, is prepared
to participate in enhancing energy
stability of rallying Indian
economy and in development of its fuel and energy
complex," he had announced. According to him, Russian
companies would bring to India advanced technologies
for enhancing oil well productivity, revival of old "idle" oil
fields, and for development of oilfields having scavenger
oil. It should be mentioned, that the leaders of major
Russian companies (Vagit Alekperov (LUKOIL), Semen
Veinshtock (Transneft), Alexei Miller (Gazprom) and
other) were members of the Russia's delegation
accompanying President Putin.

The energy sector is a highly sensitive area of the Indian
economy. The country accommodating more than one
billion population has less than 1.0 percent of the global
oil reserves. The Indian consumption of fuel and power
(resources is 345 million tonnes of oil equivalent per
year (3.5 percent the global consumption). Oil accounts
for 32 percent of the power balance.

According to the estimates, oil demand will increase in
India by 5% per annum during the next 20 years, and
demand for natural gas will increase by 3 - 4% annually.
In the next 10 years oil demand will double. It will reach
3.1 million barrels per day. If the current production rates

are preserved (approximately 750 thousand barrels per
day), Indian proven reserves will not last more than 11-
12 years. Although Indian domestic oil production is 32-
33 million tones per year, its estimated current needs are
120-130 million tonnes per year, i.e. India has to import
approximately 2 million barrels of oil per day covering
70% of the domestic demand. Oil is predominantly
imported from the Persian Gulf states.

Indian domestic production of natural gas is
approximately 90 million cubic meters per day (33
billion cubic meters per year), and the current demand is
150 million cubic meters per day. Natural gas accounts
for 8% of the national power balance. In 2005, demand
for natural gas in India is projected to increase up to 37
billion cubic meters. It is also projected to increase up to
43 billion cubic meters in 2006, and up to 110 billion
cubic metersin 2010.

Russian Presence

Russian companies GP RVO Zarubezhneft, OAO
Stroytransgaz, ZAO VTK Neftegazexport, and
Tyumenneftegeofizika have already acquired experience
of working in India. They are prepared to
facilitate development of its oil and gas
fields. For example, within the
framework of cooperation with ONGC
stateowned company, RVO
Zarubezhneft has signed and s
implementing a contract to perform
drilling works at the oil fields in Assam
state, as well as supplies spare parts for
assemblies used for well workover
operations. Cooperation with the
Russian company will enable the Indian
company to achieve significant savings
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and increase annual oil production by 150 thousand
tons. The current production is 1 million 850 thousand
fons.

Gazprom commenced prospecting works at oil and gas
bearing unit 126 in the Bay of Bengal. Only this year,
those operations will cost the Russian monopoly US $ 18
million. One of Gazprom subsidiaries, Stroytransgaz,
acting in consortium with Essar Constructions and Indian
Qil Corp. signed a contract in February 2003 with
Gujarat State Petronet to build Baroda - Ahmadabad
gas pipeline. Gazprom may also take part in the
international tender for exploration and development of
oil and gas fields located in the shelf zone of the Bay of
Bengal, which is currently being prepared by India. In
December 1998, LUKOIL and the Indian Oil
Corporation (IOC) signed an agreement stipulating
long-term deliveries of oil and oil products to India in the
amount of 15 million tons peryear.

In addition to geologic exploration and pipeline
construction, Russian companies managed to occupy
one more niche - oil field service. Also, OAQO "United
Machinery Plants" has been supplying mobile drilling rigs
to ONGC since December 2003. The total value of that
US $ 13.6 million. And ONGC

development program for subsequent years stipulates

equipment is

the costs of oil fields reorganization and upgrade of
drilling rigs for the total amount of US $ 400 million.
and gas company ONGC considers
participation in development of Kovykfinskoye gas
condensate field in the Eastern Siberia. The license to
develop that field is held by OAO Rusia Petroleum.
According to Irkutsk Region Administration, India is
prepared to invest in Kovykta approximately US $ 6.5

Indian  oil

billion.

In the beginning of 2005, the company expressed

interest in acquiring a 15-percent stake on

Yuganskneftegaz. Delhi offered to Rosneft US $ 2 billion
for that stake and promised to provide another four
billion dollars in form of a loan. ONGC also held
negotiations with Rosneft regarding joint development of

Vankorskoye field and projects at the Caspian Sea and at
Sakhalin-3.

A subsidiary of the state-owned ONGC company,
"ONGC Videsh Ltd", has a 20-percent stake in Sakhalin-
1. The Indian corporation has already invested US $ 1.7
billion into the project, and that will be its largest
investment abroad. Sakhalin-1 will yield 307 million
tonsof oil and 485 billion cubic meters of natural gas.
The ceremony of commencement of commercial oil
production took place on 01 October 2005.

India also intends to perform investments into Sakhalin-3
project with estimated oil reserves of 4.6 billion barrels
and natural gas reserves of 770 billion cubic meters. The
partners infend to submit a joint bid to the auction
covering four licensed blocks, i.e. Vostochno-
Odoptinsky, Ayashsky, Veninsky and Yuzhno-Kirinsky.

Moreover, India would like to invest in the joint Russia -
Kazakhstan project of Kurmangazy oil and gas field in
the Caspian Sea. During V. Putin's visit to India in
December 2004, the two countries signed the
Memorandum of Understanding in respect of the joint
exploration and distribution of natural gas of the
Caspian region, as well as construction of underground
natural gas storage reservoirs in India.

"India is prepared to pay an exorbitant price for the right
to produce oil and gas in Russia. Mass media quoted the
government sources stating that in the middle of
February 2005 the Ministry of Oil and Gas of India sent
a letter to Prime Minister Mikhail Fradkov proposing to
invest US $ 25 billion in Russia. That amount is
comparable with LUKOIL or Surgutneftegaz
capitalization. The amount seems slightly unrealistic;
however, it is possible that the letter refers to a 15-20-
year investment programme.

In September 2005, the head of the Ministry of Oil and
Gas of India, Mani Shankar Aiyar, visited Moscow. He
met with the management of Gazprom and Rosneft, as
well as with Minister V. Khristenko and Vice-Premier A.
Zhukov. During the meeting with A. Zhukov, the Indian
minister confirmed that his government would like to buy
atleast 10 million tons of oil in Russia.

Since the European market is overstocked with Russian
oil, and Russian companies have to sell it at a significant

discount, a long-

term contfract with
~ India would be very
1 promising. Russia
~ | does not supply
% crude oil to India

limiting

directly,
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itselfto oil products sale through intermediaries.

According to the current Urals prices, the contract to
supply 10 million tons of oil proposed by Delhi to
Moscow is worth approximately US $2.7 billion.

Expanding Military-Technical
Cooperation

During the previous decade, military technology
cooperation between Russia and India acquired a new
quality. Russia does not merely supply India arms,
military equipment or state-of-the-art technologies any
more. Joint development of military equipment is
expanding. In future, the two countries may consider
coordinated entry of the global arms market. Russia
believes that military and military-technical cooperation
with India is an important component of strategic
partnership between two countries.

Arms produced in the former USSR and in Russia
account for a significant part of Indian land forces, Navy
and air force munitions. During the previous decade,
cooperation between Russia and India in the area of
military technologies acquired new quality. Our
countries move from military equipment and
technologies supply fo joint development of state-of-the-
art munitions and joint research and development

activities.

A billion-dollar contract has been implemented since
September 2002. It stipulates supply and licensed
production of Su-
30MKI  multipurpose

aircraft. In October

2003, Russia,
India and
Israel signed
a large-scale
confract to
produce
airborne
early-warning
aircraft on the

posY

basis of the Russian 11-76 for Indian air force. That is the
first case of multi-lateral military technologies
cooperation in the history of Russia. Russia also supplies
to India antisubmarine and transportation helicopters,
as well as participates in MiG-21bis aircraft serial
upgrade program. At the high level, Russia and India
achieved mutual understanding of expediency of joint
implementation of the future projects aimed at
development and manufacturing of 11-214-based
multipurpose transportation aircraft and the 5th-
generation military aircraft complex. Russia intends to
participate in Indian tenders for supply and licensed
production LMRCA multipurpose light military aircraft
(MiG-29M  has better combat effectiveness that
Eurofighter and Rafael aircraft), as well as offer Russian
technologies for developing light (LCA) and medium
(UT) military aircraft and most modern helicopters
manufacturing.

BrahMos Joint Venture

The flagship of Russia - India strategic partnership,
BrahMos has been operating successfully since 2001. It
was established in order to produce supersonic antiship
missiles Brahmos. Serial production of those missiles will
be commenced in the nearest future. Multi-channel mid-
range seaborne antiaircraft missile complex Shtil-1 has
been tested successfully. It is installed at three frigates
built by Baltiysky Plant for the Indian Navy. Two of those
vessels have already been transferred to India.

Russia always responds positively to proposals to
upgrade and supply to India antiaircraft defenses and
rocket-launching artillery. Participation in establishment
of the Indian integrated national antiaircraft system
using most recent Russian developments (antiaircraft
missiles systems) is of strategic importance for Russia.

The new generation submarine Sanct-Petersburg
(project 677 Lada) was for the first ime demonstrated at
IMDS-2005. Currently the Federal State-owned
Company Admiralteyskie Verfi finishes its construction
for the Russian Navy. Admiralteyskie Verfi offered the
export variant of that submarine (project 1650 Amur) for
sale to India. However, Indian Navy preferred to buy six
Scorpene from France and currently they are completing
negotiations of that transaction for the total amount of
US $ 1.8 - 2 billion. Nevertheless, during that exhibition
Admiralteyskie Verfi signed contracts with India and
China to supply spare parts for diesel-electric
submarines of 877EKM project and their newer version
(project 636) that had been sold to those countries
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worth

Each of these contracts is

previously.
approximately US $ 1 million. Indian Navy has 10
submarines of 877EKM project, and two more
submarines will be supplied to India this year from the
Russia's Navy inventory.

Russia establishes a maintenance center for frigates built
at the Russian shipyards. Similar maintenance stations
are constructed for aircraft and other types of Russian
munitions. Establishment of such centers is extremely
profitable and promising. They will support both India
and the South-Eastern Asia countries, i.e. Malaysia and
Indonesia. India is prepared to do that and the decision
depends mainly upon the Russian authorities.

In 1977, five 11-38 aircraft were supplied to the Indian

p09Y

1987-1988 eight Tu-142ME  were
supplied. 11-38 is an antisubmarine aircraft of the near

Navy, and in

marine area. It is based upon passenger aircraft [1-18B.
The USSR Navy passed them in operation in 1969.
Currently, the Russia's Navy has 35 such aircraft. In early
1990s, Leninets developed the project for upgrading
those aircraft named [I-38N. That project included
installation of the new search and aiming system
Novella, as well as aircraft repair in order to extend their
life up to 40 years. One aircraft repair and upgrade cost
US $ 17 million. That would enable to use 11-38N fill
2010-1014. The Arms Program to be implemented fill
2010 stipulated that upgrade for all 11-38s owned by the
Navy. In addition, Leninets proposed to install Novella
systemat the far marine area antisubmarine aircraft Tu-
142M and Tu-142M3 (the Russian Federation Navy has
45 such aircraft) based upon Tu-95 bomber. The Navy is
expected to make the decision to upgrade 20 Tu-142M3
aircraft in the nearest future, and the upgrade will
In 2001,
Rosoboronexport, llyishin Aircraft Complex and the

include Novella system installation.
Ministry of Defense of India signed the Agreement to
upgrade all five 11-38s owned by India converting them
into 11-38SD variant with the Sea Dragon system (the

export version of Novella system) installed.

India also intends to sign a contract on upgrade of eight
Tu-142MEs and the same, Sea Dragon, system
installation. The estimated cost of upgrading one Tu-142
is US'$ 21 million. After those programs are completed,
India will have upgraded antisubmarine aircraft of both
the close and the far marine zones. That would enable
Delhi to control ttie whole Indian Ocean aquatory, up to
Antarctic continent.

Military technology cooperation was the key topic of the
working part of the visit of the President of India, Abdul
Kalam, to Russia that took place in Spring 2005. The
head of the state of India visited Aviation Holding
Company Sukhoi, where he discussed India's
participation in the 5th-generation fighter and the
medium-range passenger aircraft RRJ being developed
by Sukhoi Holding Company. (In 2004, Sukhoi Holding
Company won the government tender for development
of the 5th generation fighter that should replace Su and
MiG fighters operated currently). The Indian President's
visit may mean major investments for Moscow. For
example, Delhi is prepared to invest US $ 100 million in
the passenger aircraft project only. |
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Indian Chemical Industry
Poised for Dominant
Global Presence

Indian chemical industry has come a long way. Today, India has
significant presence in production of basic organic and inorganic
chemicals, pesticides, paints, dyestuffs and intermediates,
petrochemicals, fine and specialty chemicals, cosmetic and toiletry
product segments.

Thus, by virtue of its diversity, the chemical industry bears a close
correlation not only with the quantum of overall economic growth but
also with the contents and quality of growth. The performance and
outlook of the chemical industry, particularly in the context of India’s
development process, depends upon and determines the trends in the
overall economy, as also the linkages with the rest of the world in terms of
international trade, investment flows and technology transfers.

On the domestic front, with the reduction in tariffs, Indian chemical
companies with strong systems and organized operations are likely to be
benefited further. Companies with competitive advantages, like having
competence in the areas of high value added chemicals, conforming to
international quality standards, could translate their capabilities and
establish a dominant presence in both international and domestic
markets.

In the years to come, various new avenues are likely to arise in the Indian
chemical industry like structural shifts, strategic marketing alliances for
domestic sales and exports, strategic marketing alliance with
multinationals and trading companies, stricter enforcement of good
manufacturing practices, opportunity for value addition using contract
manufacturing or contract research.

Use of advanced technology, strong research capabilities, backward and
forward linkages and development of domestic capacity to reduce
dependence on imported raw materials are key success factors for Indian
chemical industry. In addition, safety, health and environment protection
issues are becoming important challenges for the Indian chemical
industry. Indian manufacturers are addressing such challenges in an
organized way.

The International Council of Chemical Associations (ICCA), an
association representing 80% of the world manufacturers of chemicals
has reiterated its support for a new round of multilateral trade
negotiations in the World Trade Organization. ICCA's priorities include
elimination of chemical tariffs by the year 2010, harmonization of anti-
dumping practices, simplification of customs procedures and full
implementation of TRIPs agreement. While the harmonization of
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antidumping practices would benefit developing
countries like India, the tariff-free world would pose stiff
competition.

Exim Bank Study

The above findings form the essence of an analytical
study made by the Export Import Bank of India recently.
The study focuses on chemical sub-segments such as:
Basic Chemicals also known as commodity chemicals,
including organic and inorganic chemicals, bulk
petrochemicals, other chemical intermediates, plastic
resins, synthetic rubber, man-made fibers, dyes and
pigments, printing inks; Specialty chemicals, also known
as performance chemicals, are low-volume but high-
value compounds.

These chemicals are derived from basic chemicals and
are sold on the basis of their function. For example,
paint,
management chemicals, oilfield chemicals, flavors and
fragrances, rubber processing additives, paper
additives, industrial cleaners and fine chemicals.
Sealants, coatings, catalysts also come under this
category; Agricultural chemicals, especially crop
protection chemicals such as pesticides.

adhesives, electronic chemicals, water

Global Scenario

Global chemical production is growing and the growth is
contributed by the chemical industry of developing
countries. Growth in demand for chemicals in

developing countries is high leading to O

substantial cross-border investment in the
chemical sector. Global sales of chemicals in
the year 2005 were estimated to be around
US$ 1.75 trillion. USA is the single largest
country with a share of 22% (US$ 380 billion)
in world chemical sales, followed by Japan
(10% - US$ 194 billion), China
(9% - US$ 163 billion), Germany
(7% - US$ 122 billion) and France
(5% - US$ 90 billion).

In terms of regions, Asia-Pacific
tops the list with a share of 35% in
global sales followed by Europe
(34%), NAFTA (25%) and Latin
America (4%). World export of
chemicals is estimated to be US$
832 billion in 2005. The share of
chemicals in world merchandise
trade and global trade of
manufactures is estimated to be

11% and 15% respectively, in 2005. The growth in world
chemicals trade has averaged out to around 12% during
the period 2000-2005.

Leading chemical exporters are Germany (11% - US$ 95
billion), USA (11% - US$ 94 billion), France (6% - US$
51 billion), Japan (6% -US$ 49 billion), and China (4% -
US$ 32 billion).

The joint framework agreement for tariff harmonization
in the Uruguay Round (Chemical Tariff Harmonisation
Agreement), has led to a substantial reduction in tariffs in
the signatory countries. However, in many countries
reduction in tariff has been substituted by increase in
nontariff barriers. Dumping of chemicals and anti-
dumping actions by countries have become part of the
game plan of many firms / countries.

Globalisation of chemical industry has led to national
markets being supplied from an increasing number of
locations, while individual companies have increased
the geographic scope of their operations. Chemical
companies in the world are now merging their business
processes, including their supply chain, to reduce risks
and to create sustainable competitive advantage.

The global chemical industry is continuously working
towards reduction of environmental impact of its
activities. The industry is committed to contribute to the
sustainable development of the society as a whole,
through its ‘Responsible Care Initiative’, and has
. developed systems for improving the
health, safety and environmental

performance of its products and

-
O processes.

Indian Scenario

Chemical industry is one of the oldest
industries in India. It is estimated that
the size of Indian chemical industry is
around US$ 30 billion. Volume
of production in chemical
industry positions India as third
largest producer in Asia (next to
China and Japan), and twelfth
largestin the world.

The industry, comprising both
small-scale and large units
(including  MNCs) produces
several thousands of products
and bi-products, ranging from
plastics and petro-chemicals to
cosmetics and toiletries. A
significant share (around one-
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third) of production by chemical industry is consumed by itself. The
chemical industry accounts for about 13% share in the
manufacturing output and around 5% in total exports of the
country.

The chemical industry contributes around 20% of national
revenue by way of various taxes and levies. The chemical industry
produced around eight million metric tonnes each of basic
chemicals and basic petrochemicals, and around 10 million
metric tonnes of petrochemical intermediaries in 2005-06.
Gujarat is the major contributor to the basic chemical as well as
petrochemical production with 54% and 59% share in all India
production, respectively.

Other major states producing basic chemicals include
Maharashtra (9%), Tamil Nadu and Uttar Pradesh (6% each).
Other major states producing petrochemicals include
Maharashtra (18%), West Bengal (12%), Uttar Pradesh (4%), and
Tamil Nadu (3%).

India’s export of basic chemicals amounted to over US$ 7 billion
in 2005-06. India exported US$ 4.85 billion worth of organic
chemicals, US$ 775 million worth of inorganic chemicals, US$
847 million worth of tanning and colouring materials, and US$
649 million worth of pesticides, in the year 2005-06.

In addition, India exported petrochemicals valued nearly US$ 4
billion. India is also an importer of basic chemicals and the import
value amounted to over US$ 8 billion in 2005-06. The
composition of India’s chemical imports includes organic
chemicals (63%), inorganic chemicals (28%), dyes (6%) and
pesticides (3%). China, USA and Saudi Arabia are the leading
source countries for India’s chemical imports. In addition, India
imported petrochemicals valued over US$ 2 billion.

The Indian chemical industry has been receiving significant
investment intentions, including foreign direct investment (FDI).
Since August 1991, and till November 2006, chemical industry
has received investment proposals worth Rs.274486 crore, a
share of 11.3% in total investment proposals received during this
period. FDI, which is very essential for modern
_ manufacturing of chemicals, has also been
pras flowing into the chemical sector significantly.

During the period August 1991 to
October 2006, FDI invlows into
the chemicals sector
amounted to US$ 2.2

¢ o -
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billion, a share of around 6% in total FDI inflows
into the country.

An analysis has been carried out to identify
highly traded chemicals, based on the import
data of world chemicals at SITC classification
4-digit level. The analysis revealed\ that in the
year 2005, major chemicals traded in the world
include Cyclical hydrocarbons (SITC Code
5112), Polyethylene (5711), Polycarbonates
(5743), Propylene polymers (5751),
Monocarboxylic acids and derivatives (5137),
Acrylic hydrocarbons (5111), Acrylic
monohydric alcohol (5121), Polycarboxylic
acids (5138), Albuminoidal substances (5922),
and Ether and alcohol peroxide (5161).

Analyses have been carried out in these product
groups fo know about the major importers of
each product groups, their source countries for
imports, as also India’s exports and major
export markets.

The analyses revealed that EU, USA and Japan
are the leading importing regions / countries
for these analysed product groups. These
countries have been mostly sourcing their
import requirements within the region. Since
many countries in the EU are shifting their
production base to other developing countries,
India may endeavor to attract such
manufacturing  opportunities and explore
possibilities of increasing its exports to
European countries. The analyses further
revealed that in some product groups, India has
been one of the major suppliers to the world.
These include insecticides (second major
supplier with 13% share), hydrocarbons
derivatives (ranked second with 13% share),
cyclic alcohol derivatives (ranked third with
12% share), synthetic organic dyestuffs (ranked
fourth with 6% share), synthetic brighteners
(ranked fifth with 6% share), cyclic
hydrocarbons, and fluorides (both ranked ninth
with 3% and 2% share, respectively).

India may leverage the advancement in
manufacturing technologies in these product
groups to replicate in the production of other
products, and become a global player, across
the segments.

Challenges

Indian chemical sector has grown a long way
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since its early days of independence. The
sector has grown from a small-scale
sector to multi-dimensional sector, which
is taking on the challenges of
globalization. Now, Indian chemical
industry holds a recognized position in
the global map; however, there are few
factors, which hinders the growth of the
industry. These include:

High prices of basic feed stock

Basic raw materials constitute major
portion of cost of production (30% to
60%) in the chemical industry. Indian
chemical industry either uses natural gas
or crude oil as feedstock for
manufacturing process. The fluctuations
in oil prices therefore affect the growth
projections of the firms.

SSI reservation / Fragmented
nature of industry

The Indian chemical industry is having a
fragmented structure with more number
of units in small-scale sectors spread in
various parts of the country. The installed
capacities in most of the small-scale units
are smaller as compared to global
scales. The limitation in capacity in the
SSI sector put them in disadvantageous
position while tapping export
opportunities with large volume.

Low R&D levels

The level of R&D investments in the Indian
chemical sector is low at around 0.3% of
total sales. The areas for strengthening of
R&D in chemical industry include
improvements in manufacturing process
for reduction in cost of production,
application development to diversify
demand, and new product development.

Low Level of ICT Interface

The usage of information technology in
Indian chemical industry is relatively
lower, as most of the units are in the
small-scale sector. Application of
information technology in the chemical
sector is required for equipment design,

chemical engineering, and process

simulation that have helped in reducing product and process
development time. Information technology should also be increasingly
used in the area of R&D, especially in collaborative research.

Low Level of Brand Development

Indian chemical producers, excepting a few large producers, generally
sell their products as generic products without brand development.
There is also low level of interest amongst small-scale producers for
brand development, product development as also market
development.

Low Level of Common Infrastructure

In general, due to its very nature, the chemical/petrochemical industry
requires certain basic infrastructure facilities, both in the process chain
as also in the supply chain. At present, each unit has to create
specialized facilities on its own which leads to duplication of efforts and
investment. If chemical units are clustered in close proximity, the
required infrastructure could be vertically integrated resulting in cost
reduction.

Environmental Regulations

As with other industries, the chemical industry needs to comply with
regulations such as Occupational Safety and Health and Process Safety
Management regulations. Environmental safety, occupational safety
and process management safety can easily be met if a firm is
manufacturing large volume of single chemical. But it may not be
relatively feasible for the firms who manufacture low volume and large
number of chemicals in a single plant.

Dumping / Import Competition

Chemical industry is the second largest industry that has attracted large
number of anti-dumping actions in the world. In India, chemicals and
petrochemicals industry is the largest segment that has initiated anti-
dumping investigations during the period 1992-2005. As many as 82
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anti-dumping cases (out of 188 cases) initiated by India
fall under the category of chemicals and petro-
chemicals, during this period.

Strategies Focus on Core Competence

Chemical products trade is increasingly getting
specialised all over the world. Innovation is increasingly
becoming an important factor to focus on core
competence and to become a leading player in specialty
products. In the above context, it is important for the
Indian chemical manufacturers to focus on select
business segments where competitive advantage exists.

Strengthening Technological Competence

Indian chemical industry should strive for continually
improving its production processes and products by
investing resources in fechnology development.
Technological development may be achieved by the
chemical industry at two levels. In the bulk products
segment, the chemical industry should undertake
process innovation with the objective of reduction in cost
of production. In addition, the industry needs to invest in
technological resources that would lead to specialized
product development.

Improving Basic Management Capabilities

Indian chemical industry has a good record of
management expertise. This could be further leveraged
with techniques such as Good Manufacturing Practices,
Good Laboratory Practices, Total Quality Management,
Total Production Management and Risk Management.

Adhering to Environmental Norms

Since chemical substances are used in manufacture of
consumer items such as paint, glue, insect spray,
cosmetics and household cleaners, chemical producers
have the responsibility in promoting safe management of
substances — starting from design in production to end-
use, and their final disposal (hazardous waste). Further,
in order to garner a greater share in world chemicals
market, Indian chemical industry needs to address
various developmental issues such as sustainable
chemistry, adherence to safety and health and risk
management.

Focus on R&D

Indian chemical industry needs to focus on R&D in one or
multiple areas. While R&D remains an universal
imperative, its purpose and nature varies across
segments. The basic chemical sector should focus on
process innovation and product development and

strengthen their competitiveness through improvements
based on performance and quality of products. Firms in
knowledge based chemical sector should focus on R&D
with the objective of achieving product leadership and
process innovations. The petrochemical sector should
focus on application R&D, as new applications have to
be identified to increase use and application of
polymers.

Collaboration

The chemical industry needs to enhance their
collaborative efforts in order to improve
competitiveness. Collaboration amongst players in the
chemical industry could happen both at cluster level (for
sharing of common infrastructure) as also at firm level
(for sharing of knowledge and technology).
Collaboration with firms across borders for technology
and investment would also give a boost to the industry. In
addition, the players should also achieve greater level of
industry-institutional partnership for knowledge
development and sharing.

Increasing ICT Interface

Chemical firms in India can gain a lot by making their
manufacturing process |T-enabled. Information
Technology (IT) can bring a good change in entire
process cycle from technology, engineering and
procurement to manufacturing by integrating them with
business processes in all these areas. This will eventually
result in higher efficiency for the industry. Increasing use
of IT to transact business will also help the sector, as most
ofthe products in the chemical sector are commodities.

Consolidation

The new trend in chemical industry is competing through
consolidation. Chemical firms, through mergers and
alliances are now achieving economies of scale all over
the world. Consolidation helps the chemical industry in
reduction of cost in their procurement and production.
Such consolidation exercises also provide for reduction
in overheads, marketing expenses, increased
efficiencies in supply chain management and enhanced
presence in various regions. It is important for Indian
chemical industry to consolidate their operations and
emerge as global winners.

Industry - Academia Linkages

For transforming ideas into new products, partnership
between industry and academia is a must. Thus, Indian
chemical industry should leverage the potential of
educational and research institutions to source
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intellectual as well as human capital. Such linkages may
be effectively used for setting up of in-house R&D facility
orforoutsourcing R&D activities.

Marketing and Promotion

Indian chemical industry should increasingly focus on
marketing and promotion to achieve greater share in
global chemical trade. The industry may endeavour to
concentrate more on issues such as brand building,
export promotion and market development.

Setting up of Chemical Parks or Mega
Chemical Estates

In order to address the issue of creation of common
infrastructure, the chemical industry, in association with
the Government may establish exclusive Chemical Parks
— a concept similar to the Software /Hardware
Technology Park. It is also important to consider
establishment of exclusive Chemical Zones on the lines
of Special Economic Zones to give a fillip to the industry.
In such Parks / Zones, the industry may be encouraged to
set up mega chemical plants that could contribute to
increased production as well as employment generation.
The Government has already initiated policies for setfting
up of integrated Petroleum, Chemicals and
Petrochemicals Investment Regions (PCPIR).

De-reservation of Select Chemical
Production

Many chemical products (eg. Potassium Permanganete,
Sodium Ferrocyanide, Calcium Carbide, Citric Acid,
Sodium Cyanide) are still reserved for production under
small-scale sector. However, cost competitiveness as
well as technological compliance cannot be achieved
without operating under scale economies. Most of the
firms operating at the global level are big ones and enjoy
economies of scale. De-reservation of chemical
products reserved for production under small-scale
sector can be a good measure to support the

globalisation efforts of the industry.

Creation of Modernization Fund

A moderization fund on the lines of technology
upgradation fund established for the textile sector may
be created to strengthen the technological competence
ofthe industry.

Increasing Consumption Levels of
Chemicals

Per capita chemical consumption in India is low as
compared to world standards (estimated to be one-tenth
of world average). Increasing consumption level in the
domestic market would ignite the prevailing latent
demand. This could be achieved through increasing
applications through R&D and enhancing the
knowledge of end consumers. [

Indo-CIS Business July-Sept 2007



Perspective

Oil & Gas offer Attractive ROI
Surge in FDI Inflows in CIS

Region Since 1997

Total Foreign Direct Investment inflows into the CIS region have been rising
continuously from an average of US$ 4 billion during 1992-97 to reach a
peak of US$ 27.2 bnin 2005. Four countries, Russia, Azerbaijan, Kazakhstan
and Ukraine, in that order, together accounted for 95 percent of the total FDI
inflows in 2005.

While in the first three countries, FDI has been driven mainly by projects in
natural resources (especially petroleum and natural gas), in Ukraine it has
been more broad-based. Besides streamlining the investment climate with a
view to creating an enabling environment, many of the CIS countries have set
up investment and trade promotion agencies, which facilitate inflows of
foreign investment and act as a one-stop-shop for investment-related
activities.

Among the CIS countries, overall FDI inflows in Russia have been driven by
increased foreign investment into the oil and extraction industry, as also
inflows into the trade and catering industry reflecting the keen interest of
foreign investors to tap the growing consumer population and rising incomes.
With around 85 percent of oil production from foreign investors, the
importance of FDI in Kazakhstan can be gauged from the fact that investment
by foreign oil companies into the country has been the main driver of rapid
economic growth in recent years. In Azerbaijan, a combination of high oil

prices and the construction of the
Baku-Thilisi-Ceyhan (BTC) oil
pipeline boosted FDl inflows.

In Ukraine, FDI inflows have been
into sectors such as wholesale and
trade, food and agro-processing,
mechanical engineering, transport
and communications, chemicals
and petrochemicals, and metal and
metal processing.

Multilateral Agencies Funded
Projects in the CIS Region.
Multilateral agencies such as the
World Bank, the Asian
Development Bank (ADB), and the
European Bank for Reconstruction
and Development (EBRD) are active
in funding developmental projects
in the CIS region. In Russia, the
World Bank has 22 active projects,
while in Ukraine there are 33 active
projects in sectors such as energy
and infrastructure projects, public
sector projects, and social sector
projects.

In Kazakhstan, there are 28
investment projects in infrastructure
sector,
agriculture, while in Uzbekistan, the
World Bank has committed a total
of US$ 639 mn during 1994 to
2006, in sectors such as industry
and trade; water, sanitation and
flood control; agriculture; law and
public administration; finance;
health and social services;
transportation; and energy and
mining. The World Bank’s support
to Belarus comprises lending,
technical assistance, and aid
coordination initiatives, and the
Bank have extended loans in areas
such as social infrastructure,
forestry development, institutional
building, and rehabilitation. The
World Bank is also active in other
CIS countries in sectors covering
natural resource management,
structural adjustment credit
programmes, highway projects and

environment and
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agricultural development,
irrigation, education, technical
assistance programmes, health,
agricultural research, trade and
transport facilitation, poverty
alleviation, and rural finance.

The Asian Development Bank is
also active in funding
developmental projects in the
Central Asian members of the CIS,
viz. Azerbaijan, Kazakhstan,
Kyrgyz Republic, Tajikistan, and
Uzbekistan, and the Bank has, as
on end-December 2005,
approved around 62 projects in
these countries, involving
cumulative approved loans of
US$ 2.28 bn. In the case of EBRD,
as at December 31, 2005, the
Bank 12 had signed 50
investments in Russia, fotalling
almost US$7.2 bn, while in
Ukraine the Bank had signed
around 21 projects totalling
almost US$ 2.2 bn.

In Kazakhstan, the Bank’s net
cumulative investment amounted
to around over US$ 1.3 bn, while
EBRD’s cumulative finance to
Uzbekistan, as on December 37,
2005, amounted to US$ 598.7
mn, and signed three projects for
a combined US$ 355 mn in
2005. In Belarus, EBRD’s
cumulative investment as at
December 31, 2005, amounted
to US$ 198.8 mn. The EBRD is
also active in funding
developmental projects in  the
other CIS countries.

Indian Investments

The CIS region has also emerged
as important destination for
India’s overseas investments in
recent years. During the period
1996 (April) to 2006 (February),
India’s overseas investment
approved in the CIS region
amounted to US$ 3.01 bn,

accounting for a significant share

of 19.7% of total overseas investments approved (US$ 15.3 bn) during the
period. In the case of Russia, in fact, the country has emerged as the largest
destination for India’s overseas investment, accounting for 20% (US$ 2.83
bn) of the total overseas investments approved during the period.

In view of the investment opportunities in the CIS region, a number of Indian
companies have endeavoured to set up joint ventures (JVs) and wholly owned
subsidiaries (WOS) in several sectors in these countries. Russia is the largest
destination for India’s overseas investment among CIS countries, with the
major sector being petroleum products, while other sectors include: drugs
and pharmaceuticals; software development services; gems and jewellery;
tea processing and labeling; leather and leather products; trading in
medicines, spices and other food products; trading in textiles and leather
goods, and warehouse operations.

In Kazakhstan, Indian JVs are predominantly in drugs and pharmaceuticals,
while WOS are mainly in engineering procurement and technical services,
real estate development and construction, civil construction, engineering
procurement and trading in tea. In Uzbekistan, major sectors of Indian
investments include oil and gas, drugs and pharmaceuticals, leather and
products, manufacture of cotton and blended yarn, readymade garments,
and hotels and restaurants.

In Kyrgyz Republic, drugs and pharmaceuticals, hotels and restaurants, and
petroleum products are major sectors of Indian investments, while in
Moldova, Indian investments are primarily in the pharmaceuticals sector.
Further, approved Indian investments in Azerbaijan and Ukraine are mainly in
the pharmaceuticals sector.

In Georgia, approvals for Indian investments are mainly in industrial
explosives, detonating cord, and matches.

Potential for Further Indian Investment

Based on import demand in the CIS region and India’s export capability, the
potential items of export to the region could include the following:

Russia - machinery (electrical and non-electrical) and transport
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equipment, chemical and related products including
pharmaceuticals, food and related products, articles of apparel
and clothing, cotton and synthetic yarn, plastics and articles,
rubber articles, paper and paperboard, iron ores and
concentrates, rubber products, articles of leather and footwear,
ceramic products.

Ukraine - machinery and transport equipment, chemicals and
pharmaceutical products, iron and steel products, food and
related products, perfumery and cosmetics, plastics and articles,
cotton fabrics and manmade filaments, articles of apparel and
clothing, precious and semi-precious stones, iron and aluminium
ores, petroleum products, rubber articles, paper and
paperboard, carpets and other floor covering, ceramic products.

Kazakhstan - machinery and transport equipment, chemicals
and related products including pharmaceuticals, articles of iron
and steel, food products, ores and minerals, petroleum products,
paper and paperboard, plastics and rubber articles,
unmanufactured tobacco, cosmetics and toiletries, paper and
paperboard, ceramic products, furniture & parts.

Uzbekistan - food and food products, articles of iron and
steel, plastics and articles, machinery & equipments, and parts
(electrical & non-electrical), transport equipment, zinc ores and
concentrates, pharmaceutical products, insecticides and
herbicides, rubber pneumatic tyres, paper and paperboard,
carpets and otherfloor coverings.

Belarus - Belarus is the fourth largest importer in the CIS
region, after Russia, Ukraine and Kazakhstan. In line with
Belarus’ import demand, potential items of exports would
include: nonelectrical and electrical machinery, transport
equipment, articles of iron and steel, chemicals and
pharmaceutical products, plastics and articles, food and related
products, rubber pneumatic tyres, raw hides and skins, paper and
paperboard, woven cotton fabrics, and synthetic filament yarn.

Other CIS Countries - As regards other CIS countries,

y 19

potential items of exports would broadly fall
under the following categories: food and
related products, articles of iron and steel, non-
electrical and electrical machinery, transport
equipments, petroleum products, plastics and
rubber products, carpets and other textile floor
covering, garments fabrics and made-ups,
furniture and parts.

Import Potential - There is also scope to
source imports from the CIS countries. Principal
items that can be imported from Russia could
include mineral fuels, iron and steel, fertiliser,
and paper and paperboard, while organic
chemicals, and paper and paperboard could
be sourced from Ukraine. India could import
mineral fuels, inorganic chemicals, iron and
steel, electrical machinery and natural or
cultured pearls from Kazakhstan. The items that
hold import potential from Belarus are mineral
fuels, fertiliser and plastics.

Specific Sectors for Investment

Besides trade, the CIS countries offer
tremendous opportunities in terms of
investment. Food processing, retailing,
pharmaceuticals, information technology,
textiles, infrastructure development present
potential for investors.

In Russia, potential sectors for investment would
include energy sector, auto vehicles,
pharmaceuticals, food processing, retailing,
tourism, agri-business. In Ukraine, focus could
be on sectors such as agriculture and food
energy sector,
telecommunications, healthcare, construction
and retfail, information technology, and
financial services.

processing,

Potential sectors for investment in Kazakhstan
would include oil and gas, power generation
and distribution, telecommunication
equipments, medical equipment and supplies,
pollution control equipment, agricultural
machinery, food processing and packaging,
construction and engineering services, and
mining. In Uzbekistan, focus could be on
sectors such as energy sector, |T sector, mining
sector, food processing and packaging, textile
machinery and equipment, and tourism
infrastructure.
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In Belarus, the government is actively promoting
investment in sectors such as updating of the
telecommunications network, modernization of
transport system as also transit fransportation via
Belarus, airline infrastructure facilities, road
transport, food processing, packaging facilities,
manufacture of equipment for soil cultivation,
chemical plant protection, and
biopharmaceuticals.

In Armenia, sectors offering potential for
investment would include jewellery and diamond
processing, electronics, information technology,
and light industry (carpet, footwear, textiles and
clothing). In Azerbaijan, sectors which present
investment opportunities are oil and gas
equipment, chemical and petrochemical industry,
electric transmission lines and distribution
networks, agriculture and food processing,
transportation infrastructure, machine-building,
tourism, textiles and light industry, ferrous
metallurgy, construction and financial services.

In Georgia, the key sectors of economic activity
and potential sectors for investment are energy,
agriculture, trade, tourism, transport, as well as
projects in the food processing and
telecommunications industries. Sectors such as
agribusiness (small-scale farm equipment, food
and textile processing equipment, improved
storage and packaging), mining equipment and
technology, electricity generation and
maintenance of distribution systems, tourism
infrastructure, 1T sector, radio-electronic industry
and silicon production, small and medium scale
light manufacturing equipments offer investment
potential in Kyrgyz Republic.

In Moldova, the most promising sectors for
investment include energy sector (modernization,
gas pipelines, gas stations and distribution
networks), tourism, IT sector, wine-making and
food industry. In Tajikistan, investment
opportunities are in mining and related
equipment, medical and pharmaceutical
supplies, textile machinery, telecommunications,
oil and gas extraction equipment, ecotourism,
agribusiness and related sectors (canning/food
processing equipment, farm equipment).

In Turkmenistan, in line with the government’s
priority, potential areas for investment would
include oil and gas industry (exploration,
development services and equipment), electrical

energy (equipment and services), chemical & mining industry,
transportation, communications (equipment and services),
environmental technology and services, and healthcare and
medical industry.

Robust Overall Economic Growth

Economic growth in the CIS region has registered robust
growth in recent years, reflecting among others buoyant
energy and metals prices and strong domestic demand. Real
GDP growth for the region as a whole strengthened from
7.9%in 200310 8.4% in 2004.

Strong growth momentum in the largest economies in the
region, such as Russia, Ukraine, Belarus, Kazakhstan, has
supported economic activity in other member countries.
During 2005, growth momentum was sustained, although at
a lower level of 6.5%. During 2006, reflecting high
commodity prices and strong export growth, economic
activity has picked up, supported by increased domestic
demand in major countries such as Russia and Kazakhstan.
For the region as a whole, real GDP growth is projected to

strengthen to 6.8% in 2006.

Foreign Trade & Current Account Balance

Reflecting increased earnings from oil and commodity
exports, the current account surplus of the CIS Region has

risen from 6.3% of GDP

For net energy exports such as Azerbaijan, Kazakhstan,
Russia, Turkmenistan and Uzbekistan, the current account
surplus was a high as 8.7% of GDP in 2004, which increased
further to 10.0% of GDP in 2005. Total exports of the CIS
region have risen from US$ 196 bnin 2003 to US$ 268 bnin
2004, and furtherto US$ 345 bnin 2005.

Total imports have also risen from US$ 134 bn in 2003 to
US$ 173 bnin 2004, and during 2005 stood at US$ 216 bn.
The trade surplus of the region, which stood at US$48.3 bn in
2002, increased to US$ 128.3 bnin 2005. n

July-Sept 2007

m Indo-CIS Business



India Fast Expanding i in__
blobal Pharma Market

- Exim Bank Study

The Indian pharmaceutical industry today occupies
a unique and fast expanding space in the global
market not only as a manufacturer of generic drugs
but also of new formulations, with growing
emphasis on research and development (R&D) and
new drug discovery, says a study by the Export Import
Bank of India.

With annual turnover of over US $11 billion, the Indian
pharmaceutical industry is globally ranked 4th, in terms
of volume, with a share of 8.0 percent in the world
pharmaceutical market.

The global pharmaceutical market is characterized by
greater levels of R&D expenditure and extensive
regulation of its products. Although the developed
countries dominate the global pharmaceutical market,
the share of developing countries like India, China and
Mexico has been increasing in recent years.

The study,
pharmaceutical industry, has observed that the transition
period, provided under the TRIPS agreement of WTO,
has been utilized effectively by Indian firms to undertake
activities

analyzing the evolution of Indian

such as clinical

new drug

research,

p22

development
and patent
filing.

New countries, such as Brazil, South Africa, Turkey and
Ukraine, have emerged as important destinations for
India. For many countries in Africa and South Asia, India
is one of the principal
pharmaceutical imports.

source countries for
India's share in
pharmaceutical imports of developed country markets
(such as USA, EU and Japan) is still low, though they are
India's largest export destinations.

However,

Increasing R&D activities, Filing of Drug Master Files
(DMF) and Abbreviated New Drug Applications (ANDA)
with US-FDA,; leveraging bio-technology; specializing in
contfract research, contract manufacturing and co-
marketing alliances; diversification of markets; and
inorganic growth through mergers and acquisitions are
some of the success strategies adopted by the Indian
pharmaceutical industry. However, there are also
challenges, which need to be addressed by the Indian
pharmaceutical industry.

Given the expertise and experience, Indian
pharmaceutical industry should be in a position to
garner a significant share in the world market. Some of
the strategies prescribed by the study include
strengthening R&D activities, market penetration in Least
Developed Countries (LDCs) through acquisitions,
stepping up of bio-pharma convergence, addressing
safety and quality issues, emphasis on patent filings, skill
development and tackling of patent infringement cases.

u
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News

CIS Offers Huge Market for Engineering Process Outsourcing

India is poised to become the hub of Engineering
Process Outsourcing (EPO) with the size of the
Indian EPO market expected to touch US $30
billion annually by year 2015, from the
current size of a little over US $3 billion.

The estimated demand for engineering
process outsourcing fo India has grown at
30 to 35 percent since 2004. The global
EPO market is poised to grow to US $110 -
140 billion by 2015. This is indicated in the
Strategy Paper on “Growth of Engineering Process
Outsourcing from India” which was released by
Minister for Commerce and Industry Kamal Nath at the
Al India Awards presentation function of the
Engineering Export Promotion Council (EEPC) in New
Delhi recently.

Kamal Nath congratulated EEPC for bringing out a
strategy paper on EPO indicating the potential that
exists in this emerging sector and assured that the
recommendations of the strategy paper would be
carefully looked into by his Ministry so that the EEPC
could play a proactive role in promoting the EPO
sector, besides export of engineering goods.

EEPC Chairman Rakesh Shah said that engineering
exports from India had touched the US $26-billion
mark in 2006-07 and attributed this achievementto the
outstanding performance of engineering exporters. He
also highlighted several issues of concern regarding
engineering exports.

Responding to some of the issues raised by Shah in his
speech, Kamal Nath mentioned that the Duty
Entitlement Pass Book (DEPB) had been extended fill
March 2008 and his Ministry was working to develop
an alternative Duty Neutralisation Scheme that would
replace the DEPB Scheme, which would lapse in 2008.

He pointed out that the Annual Supplement 2007 to the
Foreign Trade Policy had addressed the issue of Service
Tax component that gets factored into exports price.
The Minister urged the engineering exporters to use the
Focus Market Scheme to their utmost advantage in

promoting exports of Indian engineering products to
these markets, as the potential growth for India's
engineering exports in focus markets especially the CIS
was huge. In this context, he mentioned that
government had given export thrust to newer markets
by expanding the list of Focus Market Scheme to
include 16 new countries including the CIS and
stressed that it was important to concentrate on

developing markets in these countries.

While congratulating the engineering exporters (for the
year 2005-06), Kamal Nath assured that all issues
raised by the EEPC Chairman would be looked into and
his Ministry would extend all possible help to resolve
them.

“In the last three years, our Government has
consciously endeavored to carry out policies designed
to make our products globally competitive. Indian
exports, including, engineering exports are likely to
face increased non-tariff barriers, considering that
average tariffs for industrial products in all countries is
headed southwards. This process has already begun
for engineering products and is likely to gain greater
momentum as India's share in world exports increases
in the coming years. Thus, the Doha Round of Trade
Negotiations under the auspices of the WTO is a good
opportunity for India and other developing countries to
leverage such issues”, the Minister said. (]
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News

Russia Lifts Ban on Rice Imports from India

Russia has lifted the temporary ban on rice exports
from India and some other countries imposed earlier
in 2007. This has been achieved through vigorous
efforts by Indian Minister of Commerce and Industry
Kamal Nath, who took up the issue with his Russian
counterpart G.O. Gref, Minister of Economic
Development and Trade.

This was further followed up by the discussions held
during the visit of the Indian delegation led by G.K.
Pillai, Commerce Secretary to Moscow a month later
during the Joint Study Group meeting. A decision has
now been taken by the Federal Service for Veterinary
and Phyto-Sanitary Supervision (FSVPS) of Russia to
resume issuing Quarantine Cerfificates for import of
rice from India to the Russian Federation.

Temporary restrictions on import of rice into Russia
from some countries including India were imposed by
the Russian Government on the ground that the
exporters of rice to Russia were violating the Russian
Sanitary-Epidemiological requirements, in particular,
regarding pesticide residues. Russian teams had visited

several countries including India to inspect the testing
facilities to ascertain the quality of exports of rice.

A Russian team visited India in February 2007 and held
talks with  officials of the Department of Commerce,
Department of Agriculture and Cooperation and
APEDA. It had also visited the laboratory facilities for
testing of export consignments, rice mills and National
Accreditation Board for Testing and Calibration
Laboratories (NABL). u

India, Russia to Expand Civil Aviation Cooperation

Delegations representing the governments of India
and Russia met in Moscow recently to discuss issues
related to cooperation between the two countries in

the field of civil aviation.

A mutually beneficial agreement was reached,

under which the designated airlines of the two countries
will continue to be permitted to over-fly the territory of the
other country without restrictions. Further, traffic rights were
enhanced and capacity entitlements increased from 46 to
52 weekly frequencies for both sides. The increase in flights
will be to the cities of Ahmedabad and Amritsar each of

which will get three additional flights from Russia.

The Indian delegation was led by R.K. Singh, Joint
Secretary, Ministry of Civil Aviation and the Russian
delegation by G. Loschenov, Chief Negotiator,
Department of State Policy in Civil Aviation.

The leaders of both delegations expressed satisfaction with
the outcome of the discussions and re-affirmed the need to
hold frequent consultations for further strengthening the

civil aviation relationship between India and Russia. =
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Russian Economy Rides High on Investment Boom

The Russian economy has experienced robust growth in
the first half of 2007, driven by an investment boom and
strong domestic demand. It is expected to sustain the
pace of economic growth in the second half of the year
too.

Ahead of elections in December and March next year,
large increases in government spending were
announced in the President's 'State of the Nation' speech
and the 2008-2010 three-year budget. This fiscal
relaxation is expected to stimulate the economy further,
which may allow yearly growth to reach or surpass 7.2
percent - the magic number by which the economy must
grow fo meet the President's target of doubling by 2010.
But government spending and capital inflows will add to
existing inflationary pressures. The three-year budget
also changes the management arrangements for surplus
oil and gas revenues by splitting the Stabilisation Fund.

Key Figures

Despite sluggish energy production, Russian GDP
growth hit a six-year high of 7.9 percent year-on-year in
the first quarter of 2007, compared to 5.0 percent in the
same period last year and 7.8 percent in the last quarter
of 2006 (with overall growth for 2006 at 6.7 percent).
The construction sector in particular benefited from the
warmest winter since Russian records began in 1879,
with growth over the first four months of the year
averaging 23.7 percent. large gains were also
registered in the same period for manufacturing (12.5
percent) and retail trade (13.6 percent). Agriculture was
up to 2.2 percent growth for the first four months
compared to 1.3 percent for the same period last year.
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Key growth drivers included booming investment, with
fixed-capital investment soaring to 20.8 percent year-
on-year growth by the end of May; and rapid expansion
of domestic demand, with improving access to
consumer credit, and real wage growth of 18.5 percent
in the year to April 2007.

Strong domestic demand is also reflected in further rapid
growth inimports of goods and services. Imports were up
38.8 percent in the first half of 2007 over the same
period last year. Exports, by contrast, rose by 8.3
percent, with energy exporters still struggling to increase
production volumes. Faster import than export growth
has shrunk Russia's current account from US$30.5bn in
the first quarter of 2006 to US$21.8bn in same period of
2007.

Capital inflows have more than compensated for the
weaker current account, however, pushing the balance
of payments to further record highs. In the first half of
2007 the influx of private capital was US$67.1bn,
surpassing US$42bn for the whole of 2006. The main
factors contributing to the sharp increase incapital inflow
in Russia were auctions for the assets of bankrupt oil
company Yukos, and several large initial public offerings
(IPOs). The IPOs included those of state-run retail
savings bank Sberbank and government-controlled
foreign trade bank Vneshtorgbank (VTB), the latter
bringing in US$8bn alone.

Inflation has remained relatively under control, coming
to 5.7 percent in the first half of the year (down from 6.2
percent Jan - June 2006), with year-on-year inflation to
June 2007 at 8.5 percent . Consumer prices spiked 1.0
percent in June, however, fuelled by a 12 percent price
hike on fruit and vegetables after the Government's
spring crackdown on foreign labour in food markets and
news of a poor wheat harvest. Furthermore, the large
capital inflows into Russia may make it difficult for the
Central Bank to meet the Government's inflation target
of 8.0 percent, as the Government's Stabilisation Fund
(which minimises inflationary pressures due to oil
revenues) does not absorb such inflows.

Despite increasing demand for labour and Russia's
negligible growth in the working population, official
unemployment levels have remained stable in the range
7.2 -7.6% since 2005, with 7.1% recorded for first 4
months 2007. =
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alth & Safety Back on

The EBRD has put health and safety firmly on the Bank’s
future agenda, responding to the often fatal accidents
that continue to blight industry in many of the countries
where the EBRD is active.

Health and safety has been a feature of the EBRD’s
environmental mandate ever since its creation in 1991,
but even more intense efforts are now planned to
address the challenges of worker safety. “This must now
become the norm in our activities, especially in extractive
industries, but also in the transport sector,” EBRD
President Jean Lemierre said.

In mining in particular, accident and fatality rates remain
unacceptably high in many countries of operations — but
the problem also extends to heavy industry.

Ukraine has the second worst coal mine death rate in the
world after China, with a total of more than 4,000
fatalities since 1991. And the dangers remain inherent
across the whole of the former Soviet Union. In March
2007, over 100 Russian miners lost their lives after a
blast at the Ulyanovskaya mine in Siberia, an event
described as Russia’s worst mining disaster for a
generation.

High profile

Recent EBRD projects have already started to raise the
profile of health and safety. In June 2007, a US $100
million loan to Mittal Steel Temirtau in Kazakhstan was
aimed specifically at modernising the steel company’s
coal mines and bringing health and safety standards in
line with international best practices.

Health and safety issues are also central to a training
programme for Mongolia’s mining industry that was
launched in May 2007 by the EBRD and the Mongolian
government.

EBRD's Natural Resources Director Kevin Bortz says the
Bank has a chance to make a real difference in this
sphere. “We will offer loans on commercial terms. But
there will be explicit conditions as far as safety is
concerned.”

Under consideration is a whole series of initiatives that
could be supported by EBRD funding: streamlining the
management of mine safety and accident prevention
systems; adopting regulatory, legal, organisational and
methodological requirements for mine safety; and
raising the standard of training of workers. In addition,
there could be measures to carry out seam degassing
programmes.
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Future Agenda

Challenging mind-sets

EBRD officials say it is no longer tolerable to accept
industrial accidents simply as an unpleasant but
inevitable fact of life. According to Bortz, the EBRD’s
drive is not simply a question of the installation of state-
of-the-art equipment to raise standards out of Soviet-era
dilapidation.

“We will be working with regulatory authorities. In some
countries legislation has to change,” he says. “But it is
also a question of addressing the mind-set.” Alistair
Clark, EBRD's Corporate Director for Environment,
agrees. “There has to be a cultural change. We have to
make sure that minimizing risk is a core objective of the
companies we work with.” This stretches across many
sectors, he says: gold, copper, coal, oil and gas and
refining, as well as the construction industry.

Health and safety is also highly relevant to the transport
sector. EBRD projects already take into account the
safety of the ultimate users of new roads or railroad
systems, as well as that of workers involved in the
construction phase.

Roads and railways

The EBRD's Transport Director Riccardo Puliti says it is
crucial to get all the basics of transport safety right. That
includes road design to avoid black spots and excessive
changes in gradient and to ensure correct road
alignment. Another key factor, Puliti says, is signalling in
railways. “A failure of signalling is the worst possible
thing that can happen on a rail or underground system.”

But he wants to do more. Up to now the EBRD has
concentrated mainly on what he calls the hardware:
basic infrastructure and equipment. Now, he says, it is
time to discuss funding software. “That’s the people and
the education of the people who are affected.”

He points out that road safety education, especially for
young people, is important. Better training for police
forces to help inculcate a greater sense of the
importance of road safety is also crucial.

Training to raise awareness of the dangers of drunk or
dangerous driving, a particular hazard in some EBRD
countries of operation, could be an additional target for
EBRD funding, Puliti adds. =
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Reaching out to smallest borrowers
Kyrgyz & Mangolian

Microfinance
l " Y

The EBRD is providing Bai Tushum, one of the leading
microfinance institutions in the Kyrgyz Republic, with a
$2 million guarantee for local currency loans from
local banks. Bai Tushum will use the financing for on-
lending to local micro and small enterprises, thus
significantly facilitating their access to finance.

The EBRD’s guarantee is the second to Bai Tushum,
after a first one was issued in 2006, and it is one of the
products available under the Non-bank Microfinance
Institutions Framework Il for Early Transition Countries
(ETC). In many of these countries local currency
funding is still in short supply which represents a serious
impediment for the expansion of micro and small
enterprises. Easing access to finance is therefore a key
challenge to achieve sustainable growth.

Established in 1997, Bai Tushum has become a
leading microfinance institution in the Kyrgyz Republic
with a strong rural focus. The institution offers a range
of agricultural loan products for crop production,
livestock and food-processing. Bai Tushum currently
has around 10,000 clients, with the majority of the
portfolio outside the capital Bishkek.

Fernand Pillonel, Head of the EBRD’s office in the
Kyrgyz Republic, said the project confirmed the Bank’s
commitment to supporting the micro and small
enterprise sector. It is expected that it will serve as an
example fo the sector and encourage more local banks
to finance microfinance institutions. The EBRD expects
to be able to offer more local currency loans in future,

he added.

The EBRD’s Non-bank Microfinance Institutions
Framework for Early Transition Countries aims at
strengthening microfinance institutions in Armenia,
Azerbaijan, Georgia, the Kyrgyz Republic, Moldova,
Mongolia, Tajikistan and Uzbekistan. Loans are
provided for on-lending to the smallest borrowers
across these countries. The facility is accompanied by a
technical cooperation framework funded by donor
governments.

Through its micro and small enterprises programmes
the EBRD has supported over one million small
enferprises throughout eastern Europe, Russia, central
Asia and the Caucasus

Khan Bank’s Success Story

Seven years ago, international lenders called for
Mongolia’s  Agricultural Bank (AB) to be closed
because it was irreparably damaged. Created in 1991
and state-owned until 2003, AB experienced years of
deficits and near-bankruptcy. Its management had little
control over the bank: politicians rather than credit
officers decided who received loans. AB was neither
fair nor effective in meeting the credit needs of
Mongolians.

The Mongolian government, however, refused to close
AB. It was the only bank with branches across the 1.5
million sq. km of Mongolian territory. It was the only
bank able to operate nationally, transferring money,
paying pensions and salaries to citizens in far-flung
reaches of the Asian nation. To close the bank would
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have devastated the rural economy.

And so the international lenders made reform of the
Agricultural Bank a condition of any credit
programmes for Mongolia. It was time AB divorced
itself from politics.

In July 2000, the Mongolian government handed the
bank over to a joint American-Mongolian
management team. The AB finally had full authority to
say “no” whenever politicians tried to exert their
influence.

The bank was privatised in 2003 and changed its name
to Khan Bank. Next, it changed the common
perception that only large companies with government
connections could get loans.

The bank opened its door to nomadic Mongolian
herders, farmers and other micro and small businesses
— clients whose only means of borrowing until then had
been friends or pawnshops.

This was Khan Bank’s culture in 2004 when the EBRD
started a two-year micro-finance project with it. The
project was funded by the EBRD’s Mongolia
Cooperation Fund, a donor fund that allowed the
EBRD to operate in Mongolia before it became a
country of operations.

“Khan Bank had about 400 branches in 2004, 90 per
cent of them in rural Mongolia,” says CEO Pete
Morrow. “We had experience in dealing with rural
clients but knew little about the urban market. With
many businesses moving to the cities, the challenge
was to make them our customers.”

Two consultants (their fees covered by the EBRD) were
hired to bring in the expertise needed to build an urban
clientele. One of them was Niel Isbrandtsen. “Small
urban businesses wanted loans that were easy to
arrange, with less paperwork and with terms longer
than six months,” Isbrandtsen recalls. “Previously,
loans only financed the costs of importing trade goods:
businesses wanted longer-term loans so they could buy
equipment and start producing their own goods.”

As Chikako Kuno of the EBRD’s Small Business Group
points out: “After more than a decade in the micro-
finance sector in eastern Europe and Central Asia, the
first lesson the EBRD has learned and which we teach
our local partner banks is to simplify loan applications
for small businesses.”

Khan Bank followed that advice and in 2004
introduced express micro loans of up to US $2,000.
Loan approval time was cut to a few hours versus
several days. Collateral also became less of an issue:

Khan Bank now accepts gers, the traditional
Mongolian nomadic tents made of blankets, as
collateral, as well as rented market stalls. Loan maturity
was extended to one year.

Micro express loans in the market

Narantuul market in the Mongolian capital
Ulaanbaatar buzzes with its 5,000 stalls. Khan Bank
has two offices there to offer loans to the thousands of
people buying and selling goods.

That’s where Dalkhjav Tsendjargal received three
loans totalling $1,500. “Life has improved,” says the
dynamic Dalkhjav. “We used to import coats from
China but now we produce them ourselves.”

Morrow says it is very rare for micro and small
businesses to delay their loan payments. “They can't
risk the relationships with the only bank in their vicinity
nor the collateral they've pledged, as those tiny stalls
they rent in freezing winter markets are all they have to
survive.”

Demand for loans in Mongolia has grown each year.
With  Mongolia becoming an EBRD country of
operations in 2006, the Bank has approved its second
investment in the country — the Mongolian Financial
Sector Framework, a facility with nearly €38 million to
provide medium-term loans to businesses. Khan Bank
will benefit from a €7.5 million loan as well as an
€800,000 limit under the Trade Facilitation
Programme. The EBRD’s Early Transition Countries
fund will cover costs of training the local bankers.

“We proved that a state-owned bank can be turned
around and privatised,” explains Mr Morrow.

Khan Bank hasn’t had an easy job of it, though. Over
800 microfinance institutions compete in providing
financial services to Mongolia’s population of around
three million. Dashdori Badraa of the Mongolian
Financial Regulatory Committee tried to put an end to
unregulated credit unions that were misusing
customers’ money. On June 2006, a credit union
owner stabbed him to death in front of his office.
Shortly after the murder, some 22 credit unions went
bankrupt, hitting about 10,000 Mongolians with losses
of nearly $60 million.

“Winning against informal competitors is Khan Bank’s
success,” says Mr Morrow. “We brought the money out
of the cash economy into the bank. Now small
businesses have faith in a handful of reputable banks
and are turning their backs on the calamitous informall
lending sector.” [
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When ProCredit Bank Georgia began offering savings
accounts with a minimum deposit of just 5 lari (about
€2), critics said it wouldn't be taken seriously. When it
sent its bankers onto the streets to talk to people, they
said the idea wouldn't work. And when ProCredit tore
down the bars over their windows, “It was a revolution,”
says Deputy General Manager Asmus Rotne. “We had
to fight with security advisors, police and our insurers to
getthem to understand why we wanted to open up.”

But then ProCredit isn't really a typical bank. As its
mission statement points out, its shareholders are “not
primarily interested in short-term profit maximization”.

The bank is a long-term partner of the EBRD and mainly
focuses on business loans to the micro and small
business sector. When it does provide consumer loans,
the criteria are strict: it does not offer credit for buying
DVD players or TV sets. “Consumer loans can be for
housing renovation, when there is some lasting value,”
says Rotne, citing roof replacement or double glazing
installations as viable projects.

ProCredit Bank Georgia is part of the ProCredit
Holding group, which is active in 21 countries in Latin
America, Africa and Eastern Europe. EBRD has helped
to establish the 10 subsidiaries of the Holding
Company that are active in Eastern Europe and the
Caucasus, including those in Kosovo, Bosnia and
Herzegovina and Bulgaria. ProCredit’s national
subsidiaries more or less work to the same formula:
they are development-oriented banks focusing on
business lending to the MSME sector.

ProCredit Bank Georgia was established in 1999 with
the support of the EBRD, Germany's Kreditanstalt fuer
Wiederaufbau, the Netherlands Development Finance
Company and the World Bank’s private lending arm,
the IFC, as well as of four local banks. The EBRD also
provided technical assistance funds from the US to help
the initial set up of ProCredit Georgia.

The EBRD formerly held a stake in ProCredit Bank
Georgia, which it sold to ProCredit Holding, and has
also been a source of credit, providing two loans worth
a total of US $9 million (Taiwan's ICDF also provided
US $3 million through the EBRD). Most recently, the
EBRD provided a US $15 million loan in June 2007, of
which US $5 million was syndicated to Citibank. This

~

ProCredit - A Friendly
Neighbourhood Bank g

was the first time the Georgian bank had been able to
access the international capital markets and marked a
significant milestone in its growth.

Development is at the heart of ProCredit’s business
ethos. “We are more interested in the loans having an
impact on the development of the company, for the
economy and for the entrepreneur running that
business,” according to Rotne, a Danish graduate of
Aarhus and Harvard universities who speaks Russian
and Georgian, which he learned on an exchange
programme in 1995-96.

ProCredit can have an impact with a large number of
smaller loans, Rotne says. Recipients have included
Eka Bezhanishvili, a doctor who gave up her profession
in the economically difficult period in Georgia in the
late 1990s. Her first loan came not from the bank but
from a neighbour, who lent her just 7 lari to buy
ingredients fo make two small cakes. The sale of those
two cakes developed into a bakery which ProCredit has
supported for the last five years. Ms Bezhanishvili now
has 30 employees and a bakery that operates 24 hours
aday.

ProCredit has 35 branches in Georgia, 16 of them in
the capital. About 60 percent of its total loans have
been made outside Thilisi.

Rotne says the bank places a great emphasis on being
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part of the neighbourhoods in which it operates. While
it does advertise, it prefers to makes its presence felt by
involvement in the community: its employees go out
onto the streets to talk to people; it has developed
local projects such as the renovation of a playground,
for which it encouraged local tradesmen and
construction workers to get involved; and it recently set
up a blood donation programme.

This approach requires a different sort of banker,
Rotne notes. People working in the team want to be
part of this mission, he says. Of ProCredit’s
outstanding credit portfolio of 60,000 loans, 40,000
are business loans, heavily tilted towards the micro (or
what ProCredit calls the development) sector. Clients
in medium-sized businesses have often grown up with

the bank.

ProCredit Bank Georgia faces competitive
challenges, at the very small end from NGOs but also

EBRD supports
535 mln Sync

The European Bank of Reconstruction and Development
(EBRD) is supporting the dynamic growth of Unibank,
one of Azerbaijan's leading private banks, with an
international syndicated loan which will promote further
competition in the country's banking sector. Access to
finance remains one of the key obstacles for the
development and growth of private banks in Azerbaijan
and this transaction is a strong positive signal, especially
in light of the current market conditions.

The loan received a strong response from the market
and was increased from $30 million to $35 million to
meet demand. Structured and arranged by the EBRD
under it's A/B structure, the $8.75 million A loan will
have a maturity of three years, while the $26.25 million
B loan provided by participating banks will have a
maturity of 18 months, with an option to extend by a
further 18 months. The B Loan was priced at LIBOR +
3.00%.

Unibank was set up in 2002 as a result of the merger of
Mbank and Promtechbank. In the largely state-
dominated Azerbaijani banking sector Unibank has
developed into the leading private commercial,
independent bank focusing on business - especially
micro, small and medium-sized enterprises - and

from larger banks which are starting fo move into the
micro area. The bank has responded partly by
introducing a more flexible pricing policy.

Rotne describes the experience of working with the
EBRD as “really positive”. “We know each other well,”
he says. The EBRD initially provided loans and took an
equity stake, which it sold. It later provided ProCredit’s
first access to commercial funding via the June 2007
syndicated loan.

According to Rotne, ProCredit is growing more
independent thanks to the build-up of funds held at
the bank by customers and to the Citibank component
of the June loan.

“It is important to establish a credit history with
mainstream commercial banks. Our clients need a
credit history and so do we,” says Rotne. “If we can do
it without the EBRD in the future, that will be the
success story.” ]

Unibank with

icated Loan

individual clients.

Varel Freeman, EBRD First Vice President, said the
EBRD's role in the country remains crucial given that
local banks lack access to international capital. The
Bank is committed to provide support for the further
growth and development of institutions like Unibank
and facilitate their access to international capital
markets of which the new financial package to the
bankis an example.

Faig Huseynov, Chairman of the Executive Board of
Unibank, said “having been the first Azeri private
bank to aftract a syndicated loan from an IFl in April
2005, Unibank is delighted to continue its
development by signing already its third loan
agreement with the EBRD. This agreement is even
more significant due to larger amount and extended
number of participants. This signifies the solid trust
ofthe international bank community in Unibank.”

To date the EBRD has invested more than €720
million in Azerbaijan through more than 80
projects. Through its investments in the enterprise,
financial and infrastructure sectors the Bank
supports structural reforms to make Azerbaijan's
rapid growth sustainable. ]
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Forging Partnerships with

NGOs on Energy Efficiency

Partnership was high on the NGOs’ wish list when they
met with EBRD President Jean Lemierre at the end of the
Bank’s 2007 Annual Meeting, held in Kazan, the
capital of Russia’s Republic of Tatarstan recently. It is
the fifth year that NGOs have met with the EBRD
President to exchange views. NGOs engaged in a
dialogue with Lemierre and other senior Bank staff on
human rights, energy efficiency and the environment.

“Itis difficult to keep a close watch on all the countries
of operations from our headquarters in London,”
Lemierre said, reminding the NGOs of their
importance to the Bank. “We need you. Civil society is
crucial for sustainable economic progress. We must
engage in a dialogue and build a partnership,” added
Lemierre.

A partnership to benefit human rights

NGOs participating in the meeting unanimously
agreed that they should be the Bank's eyes and ears in
the region.

“We want to engage in a dialogue with the Bank and
provide your staff with expert analysis when they assess
investment opportunities in Russia,” said Andrei Yurov
speaking on behalf of human rights organizations in
Russia.

“However, be choosy when engaging NGOs in a
dialogue with the EBRD. Russia is rich and all too often
the state funds NGOs. These NGOs are entirely one-
sided and will not be good partners in assessing the
situation on the ground,”said another NGO
representative.

“Respect for human rights should be a must for EBRD
investments in Russia,” said Yurov.

Energy efficiency always on the agenda

The significant profit that the EBRD made in 2006
didn't escape the NGOs' attention. They suggested the
EBRD use the profit to support energy efficiency
initiatives in the region, particularly in district heating.

Said Lemierre: “Energy efficiency is a top priority for the
Bank. It has economic and environmental impacts. It is
equally important because of the social cost of energy”
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when prices rise too high for poor people to heat their
homes.

While energy efficiency is a top concern for NGOs,
they warned Lemierre that it would be dangerous for
the Bank to become involved in nuclear energy
projects.

The EBRD President assured the NGOs that the Bank’s
interest in the nuclear energy sector is only related to
the important work the Bank leads in nuclear
decommissioning and nuclear safety projects.

Environment —important as ever

The Bank’s review of its Environmental Policy is an
opportunity for NGOs to bring forward their concerns
and suggestions. The review takes place every three
years and the results will be presented to the Bank’s
Board of Directors for approval by the end of 2007.

Sakhalin I, an oil and gas project on Russia’s Sakhalin
Island, was back for discussion with Dmitry Lisitsyn of
Sakhalin Environment Watch presenting images of
environmental damage to river crossings on the Island.
“We believe that the Sakhalin Il project doesnt fit with
the Bank’s Environmental Policy and recommend that
the Bank doesn't invest in this project, should you be
approached to finance it,” said Lisitsyn.

Responded Lemierre: “The Bank withdrew from the
project in January 2007 following a significant change
in the ownership of the Sakhalin Energy Investment
Company. If we were to re-consider this project, the
environmental assessment will be crucial.”

Other issues discussed concerned individual projects
in Kazakhstan and Serbia. Health and safety, gender
and minority groups’ concerns were among the issues
raised by the NGOs, and Lemierre assured the NGOs
that these were becoming top priorities for the Bank
too. “I take stock of your concerns,” said the EBRD
President. “These are challenging projects and it’s only
through an honest dialogue with you that we can bring
benefit to the people of the region.” Lemierre invited
NGOs to continue the dialogue during the year and at
next year’s Annual Meeting in Kiev. ]
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Mayors agree to cut energy

costs, Improve Services

With energy efficiency now at the core of EBRD
operations, the Bank’s Annual Meeting brought
together mayors from Belgrade in Serbia to Surgut in
Russia to discuss ways in which municipalities can cut
energy cosfs and improve related services. Countless
opportunities exist to do so, particularly in modernizing
district heating and public transport, the Mayors
agreed. But what are the hurdles to achieving these
aims?

“Financing is the single most important issue in
pushing for energy savings projects,” said the Mayor of
Belgrade, Bojan Stanoyevich. “The municipality of
Belgrade relied mainly on loans from infernational
financial institutions to modernize its district heating
system. Once services were improved, then tariffs
increased. With a stronger budget, the municipality
can now plan for more energy efficiency projects.”

Long-term loans work better

Mayors agreed with Mikhail Slobodin of Integrated
Energy Systems, Russia’s largest private sector district
heating provider, who argued that the energy sector
requires long-term loans for modernization that will
yield energy savings. “EBRD is one of the few lenders
providing long-term loans,” said Slobodin. “Long-
term loans are the best incentive for municipalities to
develop energy efficiency projects. Thus municipalities
experiencing financial constraints don’t have to throw
the burden of paying short-term loans on to the
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customers,” he added.

“lt's a burden for municipalities, particularly in small
cities, tfo invest in energy saving projects. Most
importantly, municipalities experience financial
constraints based on restrictions to adjust tariffs,” said
Alexander Sidorov, Mayor of the Siberian city of
Surgut.

In a pioneer programme, the EBRD has provided
Surgut municipality with a 700 million rouble (€20
million) loan to finance four new residential buildings,
and to knock down two old concrete panel buildings.
The new buildings will be safer, warmer, and 30 per
cent more energy efficient. And there is more to this
project than the energy efficiency aspect. Of the 800
new apartments, up to 25 per cent will be reserved for
lower-income families.

The need to improve buildings was echoed around the
podium. “We also want to do more by cutting down
energy lost in heating public buildings,” commented
llsur Metshin, Mayor of the city of Kazan in Russia’s
Republic of Tatarstan where the EBRD’s 2007 Annual
Meeting was held in mid-May.

Modernise transport to save energy

Private operators and mayors also debated ways of
modernising urban transport to achieve energy
savings. The Deputy Mayor of Zagreb, Croatia,
explained how the city had improved the bus and train
system and was now moving fo upgrade the
underground system. David Alavidze, Deputy Mayor
of Thilisi, Georgia, has high hopes for using public
private partnerships to modernise his city’s
transportation system. He said the city’s transport
system and energy efficiency had improved thanks to
an EBRD loan for the bus system, making the system
more attractive for private sector operation.

“Promotion of public transport is a must in any city, if
energy is to be saved,” said Pierre Cordier, Deputy
Director of Veolia Transport. He and others also
pointed to the environmental benefits of improved
energy efficiency through well-conceived municipal
investments.

Contrasting views about the direction of the Russian
economy and its future relations with trading partners
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emerged at the EBRD Business Forum on
Monday 21 May in an Economics Panel
discussion entitled “Russia in the world”.

Russia’s rapid growth owes much to oil and
gas exports and in recent years the Russian
state has played an increasingly important
part in this sector. Although panellists
agreed on the need for the economy to
diversify and involve more private capital,
they were at odds over the extent to which
this is happening in reality.

“The oil revenue that we receive has
already spilled over to other sectors,” said
Arkady Dvorkovich, Head of Russia’s
Presidential Experts Directorate. “We are
open fo capital flows, to economic
integration. We are taking advantage of
opportunities for domestic growth and
investing abroad.

" Dvorkovich recognised that the role of the
state in the Russian economy was “huge”,
but added: “Russia is going through a
difficult and long transition from one
society to another, one economy to
another. It's hard to expect quick results ...
(but) it is a country that can grow based on
private initiative.”

Sergei Guriev, head of the New Economic
School in Moscow, agreed that sectors
beyond oil and gas had enjoyed growth in
Russia in parallel with the energy boom. In
particular, he highlighted progress in
manufacturing and services, which has
been facilitated by developments in the
financial sector. “Enterprises no longer see
credit as a constraint and it's less of a
constraint for households,” he said. “This
explains why growth remains high even
though oil output and prices are not

growing. This would not have been predicted 10 years ago.”

Economist and keen Russia watcher Lord Robert Skidelsky,
however, expressed scepticism about the Russian government’s
commitment to reducing the country’s dependence on
hydrocarbons and rolling back state involvement. “Natural
resource economies give elites foo many incentives for short-term
enrichment and power play,” he said. “The last thing Russia’s rulers
want is well-specified property rights.”

Lord Skidelsky warned that the “oil curse” increased Russia’s
exposure to frade shocks, harmed non-energy exports and
reduced political leaders” accountability to citizens. “The clock is
ticking away on Russia’s oil bonanza,” he said. “Russia desperately
needs a new start, a new generation of public-spirited leaders who
don't regard the patrimony as a source of plunder.”

Lord Skidelsky also said there had been a lack of public investment
in strengthening law and order, the health system and education.
Guriev shared his concerns about under investment in the last two
areas: “The Russian government is doing a lot, but there is much
more to be done. This is an urgent issue to be considered.”

Debate about Russia’s trade relations centred on its bid to join the
World Trade Organisation and its commercial ties with the
European Union, which, as Dvorkovich acknowledged, have
experienced “frictions” in recent months.

Richard Baldwin, a professor at the Graduate Institute of
International Studies in Geneva, said the WTO would benefit from
Russian membership. “There will be massive changes to the world
trading system in the coming decades. The EU and the US are no
longer the only powers in world trade,” he said, noting the rising
influence of China, India and Brazil. “Russia is missing from this list
of emerging markets.”

Turning to Europe, Klaus Regling, the European Commission’s
Director General for Economic and Financial Affairs, emphasised
the already robust nature of trade ties between the EU and Russia
and expressed a desire to see them strengthened. “Russia and the
EU cooperate in many ways, some of which are unknown to the
public,” he told the panel. “The EU is deeply interested in
promoting prosperity in our largest neighbour. Our interests are
complementary.” Questions from the floor saw the debate shift
back to Russia’s so-called “oil curse”. Guriev noted that media
freedom tended to decline when countries with lower levels of
constitutional development discovered large oil reserves. “Media
freedom has declined in Russia in recent years,” he added. “Media
freedom helps to reduce corruption. Hopefully media freedom will

goup.”

Finally, in response to a question about environmental protection,
Dvorkovich pledged tough action on the part of the Russian
government. “We take this very seriously and we believe we have
to put substantial administrative resources into solving the
problem, around the world,” he said. “It's not purely a Russian
problem.” [
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HoBas ¢a3a B MHAQUMUCKO-POCCUUCKOM COTPyAHUYECTBe

lpoABKMYKEH

Mexay WHamnen n Poccuelt Hauyanacb HoBas basa BO BCex
chepax coTpyAHMYECTBA — OSKOHOMUYECKOMW,
NOJIMTUYECKON M KynbTypHOW. OTHOLIEHME MeXay
[enoBbIMK 06LEeCTBaMN U NpPaBUTENBLCTBAaMM ABYX CTpaH
pacTéT 1 ykpennseTcs.

B nmonmTMyeckoi M 3KOHOMMYecKoW cdepax UHaus u
Poccusi MMET TOXAECTBEHHblIE WHTEpPEeChl U 3TO
npegonpenensetT Heob6xoAWMOCTb BCEBO3MOXHOMO
pasBUTMS OTHOLWIEHWA B 3TUX 06MaCTAX C  LESbo
YMNpOUEHUs UX CTPATENMUECKUX MO3MLINIA B MUDE.

BHelwHsas Toproens MHAMM 6bICTPO pacTéT. [NaBHbI
WHTEPEC CTPaHbl -3TO pacluMpeHne TOProB/m CO CTpaHaMu,
B uMCne KOTOpbIX eCTb Bedylume J[epxasbl Mupa,
BKJTIOYatoLLme Poccuio.

TpaguumoHHo WHAMA npuaasBana BaXXHOE 3HayeHue
TOProBbIM M 3KOHOMWYECKMM OTHOLUEHUSIM C ObIBLUMM
Coetcknm Coto3oM M nosgHee ¢ Pocumelt. OpHako,
HauMHas ¢ 1991 roaa pOCCUMMCKO-MHANNCKUE TOProBble U
3KOHOMUYECKME OTHOLLIEHMS MpeTeprenun cnaj B TOproBom
obopoTe MoTpedbUTENBCKMX TOBApOB. [pUYMHOWM 3TOro
6bl1M M3MeHeHUs B POCCMMCKOWN 3KOHOMUKE,
COMpPOBOX/aBLIMECS pa3pblBOM CTapblXx CBSA3EN,

£

€K

nepeopueHTauuelt BHELUHeW TOProBAM C 3anafHbIMu
PbIHKaMMU.

HbiHewWwHWA 06bEM Toproenv UHamm ¢ Poccuelt B 8,0% He
OTpaXkaeT BCe MOTHUMAnbl CyLLECTBYIOLLME B TOProBie u
COTPyAHMYECTBE MexXay AByMs CTpaHamu. [loaTomy
yBEMYeHWe B3aMHOro TOproBoro obopoTa npeacrasnser
6onblwyto 3agadvy ana WHamm mn Poccumn. O6e cTpaHbl
[OMKHbI  PacMpUTb MPaKTUKY CO34aHUSI COBMECTHbIX
NpeanpusiTuil, OPUEHTUPOBAHHLIX Ha 3KCMOPT, B
YyacTHocTH B hapMaLieBTUYECKOoi, NuLieobpabaTbiBatoLLel
Y MHXXUHEPHOW 0611acTsX.

MpsiMOW AManor Mexokay POCCUMUCKUMU U UHAMACKUMM
6usHecmeHamMn paboTarowmmMm B cneumduyeckmx
0611acTaX MOXET B 3HAUMTENbHOM Mepe MOBMMSTb W
N3MEHWTb XapaKTep TOProB/N MeXAy ABYMSI CTpaHaMMu.

Ecnu 6yayT ynyJlleHbl TOProBble OTHOLLEHUS., TO CTAHET
BO3MOXHbIM AaNibHelliee paclmpeHne u yrinybneHue
3KOHOMUYECKUX OTHOLLEHUI Mexxay NHamel n Poccueit.

dHeprus CTUMyNUpyeT CyLWEeCTBYHOLWYO
CUHEepruio..

B xoge cBoero BumsuMta B MHAWMKW, COCTOSIBLUEroCs B
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fekabpe 2004 roga npe3vaeHT
Pocun Bnagummnp TlyTuH ckasan,
YTO pacLUMpPEHME SHEPreTUYECKOro
napTHEpcTBa Mexay QAByMS
CcTpaHamu — WHauel n Poccueid,
6ynet BbIrogHbIM Aans  obenx
SKOHOMMK.

«Poccua, 6yayunm paBHUM #
UCMbITaHHbIM MapTHEPOM, rOTOBA
yyacTBOBaTb B YNy4leHUn
SHepreTMyeckon CTabunbHOCTU
WHANACKON SKOHOMUKM 1 Pa3BUTUM
€& TOMN/IMBHOIO U SHEPreTUYECKOro
KOMMekca», ckasan Bnagumup
MyTuH. CornacHo eMy, poccuickme
KOMMaHuM NpuHecyT B WHAuo
COBpPEMEHHble TEexXHONorunm ¢
LieNblo yBeNMYeHns fobblun Hed T, BO3POXKAEHMS CTapbiX
MECTOPOXAEHUN N PA3BUTUSI MECTOPOXKAEHWUI UMEIOLIMX
CKaBeHKep. 34eCb CTOUT OTMETUTb, YTO INAEPbI KPYMHbIX
POCCUICKUX KOMMaHuii r-H AneknepoB (Jlykoun), r-H
CeméH BeuHwTok (TpaHcHedTb), Anekcen Mwunnep
(FasnpoM) u papyrve OblIM  UYNieHaMKW  POCCUMICKOM
Jeneraumu, COMpoBOXAaBLUME Mpe3naeHTa Bnagmmupa
MyTtunHa.

DHepreTuyeckuit cektop WHAUM aBnsieTcs OYeHb
YYBCTBUTENIbHOW 06/1aCTbI0  UHAMCKON  SKOHOMMKM.
CtpaHa c 6onee yeM MUNIMApAHbIM HaceneHneM UMeeT
MeHee 4yeM 1,0% MUPOBLIX pe3epBOB HedTW.
MNotpebneHve Tonnmea n HedTM B MHAMM cocTasnset
3,5% BcemupHoro notpebnexHus (pecypcbl — 345
MW/IJIMOHOB TOH HedTv B roa). HedTb coctasnsieT 32%
3HepreTnyeckoro 6anaHca.

CornacHo noacyétam, cnpoc Ha HedTb B IHAMM BO3pacTET
eXerogHo Ha 5% B cneaytolme 20 NeT, eXXeroaHbIin cnpoc
Ha ra3 Bo3pacTéT Ha 3-4%. B cneaytowme 10 neT cnpoc Ha
HedTb yaBouTcs. OH OCTUIHET 3,1 MUINMOHOB 6apenei B
AeHb. ECnM  coxpaHWUTb HbIHEWHWMI TeMN NpoayKuMm
(npumepHo 750 Thbicsy Gapeneil B AeHb), TO 3anacoB
HedTN XBaTUT TONbKO Ha He bonee yem 11-12 net. XoTs
BHYTpPeHsia Aobblya HedTn B MHAMM COCTaBASIET rOA0BbLIX

32-33 MWAAMOHA TOH, HO MOACYMTAHO, 4YTO CTpaHa
Hy>xgaetcs B 120-130 munnnoHax ToH B rog, T.e. MHanm
HY>XHO MMMOPTMPOBaTb NPUMEPHO 2 MUNINOHa Bapeneli B
fAeHb, oxBaTbiBasg 70% cnpoca B CTpaHe. B OCHOBHOM
HedTb UMNOPTUPYIOT U3 CTPaH Mepcmackoro 3anvea.

Mpon3BoacTBO MpupogHOro rasa B MHAuMM paBHseTcS
npuMepHo 90 MUAAMOHaM Kybnyeckmx MeTpoB B AeHb (33
MUNMapaa Kybuyeckux MeTpoB B rOA), W HbIHELIHWI
cnpoc coctasnsieT 150 MUNAMOHOB KybryeckMx MeTpoB B
AeHb. TpupoaHbii ra3 coctaBnsieT 8% HaLUMOHaNbHOMO
3HepreTnyeckoro 6anaHca. B 2005 rogy cnpoc Ha ras
BO3pOC Ha 37 Munnmapaos Kybuueckunx Metpos, a B 2006
Ha 43 Munnmapaa Kybuyecknx MeTpoB, M OXMAAETCS YTO K
2010 roay oH BO3pBacTET Ha 110 Munnmapaos Kybuueckmx
METPOB.

Poccuiickoe npucyTcreue

Poccuiickne koMmnaHum 3apybexHedTb, CTpoWTpaHcras,
HedTerasakcnopt n TiomeHbHedTereodmanka yxe meroT
onbIT paboTbl ¢ UHAMEN. OHM FOTOBbI MOMOYb Pa3BUTULD
HedTerasoBbIX MeCTOpoXaeHui. K npumepy, B paMkax
COTpPyAHWYeCTBa C MpeanpusiTMeM roCyAapCTBEHHOO
cekTopa kopropaumeit HedTn 1 nNpupoaHoro rasa ONGC,
3apybexHedTb noanmcana n OCyLLECTBNSIET KOHTPaKT Ha
6ypoBble paboTbl Ha HEPTAHLIX MECTOPOXKAEHUSX B LUTATE
AccaM, 1 TakXkKe Ha MOCTaBKy 3anacHbIX
Yyacteil ana  y3noB WCMOJb3YEMbIX Ha
ckBaxuHax. CoTpyAHMYecTBO C
POCCUMCKMMM  KOMMAHUSIMU  MOMOXKET
WHAMMACKON KOMMaHUMU 3HAuYnTeNbHO
COKOHOMUTb PacxoAbl M YBENUYUTb
exerogHyto npoaykumio Ha 150 TOH.
HblHewHaa pobbiya coctaBnsger 1
MUNOH 850 ThICAY TOH.

Faanpom Hayan pa3paboTky
HedTerasoBoro MecTopoxaeHus 126 B
beHranbckoM 3anMBe. 3TW onepaumu
6yayT CTOUTb POCCUMCKOW MOHOMoMKM 18
MU/IJIMOHOB  aMepUKaHCKMX A0/1apoB
TONbKO 3@ 3TOT rod. OaHa U3 [0YEPHbIX
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¢bupm Tasnpoma CTpoiTpaHcras, AeucTeylollas B
KOHLIOpUMYME CO CTPOMUTENIbHOM KOMMNaHWen Sccap
KOHCTPaKILMHM U MHAWCKOW HedTSAHHOW Kopriopaumen
Indian Oil Corp nognucana KOHTPaKT C HePTAHbIM
npeanpusaTMeM ryaxpatckoro wtata Gujarat State
Petronet B deBpane 2003 roga, 4TOObI MOCTPOUTH
rasonpoBoa Ha y4actke bapoga — Axmapabaa. Masnpom
TaKXe BEepoSTHO MPUHET yyacTue B MeXAyHapO4HOM
TeHAaepe no pa3segke W paspaboTke HedTerasosbix
MECTOPOXAEHWU Haxoaswmuxcsa B 30He wWenbda
beHranbCckoro 3anauMBa, KOTOPbIN cenvyac
noarotaesnueaetcs MHaven. B nekabpe 1998 roaa Jlykoun
M WHauckas HedTsHas Kopriopaums Indian OQil
Corporation (IOC) noanwucanu cornaweHue,
npegycMaTtpuBatowee AOArOCPOYHbIE MOCTaBKKU
HedTeras3oBbix npoaykToB WHaum B pasmepe 15
MW/IJIMOHOB B roA.

B pgononHeHue K reonorMyeckon pasBeake U
CTPOMTENbCTBA a3onpoBofdad, POCCUINCKME  KOMMAHUM
CMOMIM 3aHATb elé OAHY HuWy — 3TO 0bCcny>xuBaHue
HedTAHHBIX MecTopoxzaeHun. Takxe OAO
«0O6bbeaMHEHHbIE MalUMHHbIE 3aBOAbl» MOCTaBASANN
CaMoXofHble 6ypoBble arperatbl MHAMCKOM KOMMaHUK
ONGC HaunHas ¢ aekabps 2003 roga. Obuiast CTOMMOCTb
3TOoro ob6opyaoBaHus cocTaBuna 13.6 MWANNOHOB
amepuKaHcKux gonnapos. M nporpama pa3sutuss ONGC
npeaycMaTpmBaeT Ha cneaytowme rogabl T0, YTO CTOMMOCTb
peopraHu3aumm HedpTSHHbIX MECTOPOXAEHUN U
MoaepHm3aumst 6ypoBoro o6opyaoBaHust 6yaeT paBHATCS
400 MWNIIMOHAM aMepUKaHCKMX AonnapoB. MHawmickast
HedTerasosas koMnaHmst ONGC paccMaTpuyBaEeT yyacTve B
NNUEeH3MN no pa3BuTU KOBBIKTEHCKOTO
ra30KOHAEHCATHOr0 MECTOPOXAEHWSI B 3anafHoW 4acTu
Cunbuvpu. JInueHans no pasBUTUIO 3TOFO MECTOPOXAEHUS
Haxoautcst B pykax OAO Poccuiickasi HedTb. CornacHo
MPKYTCKOWN permoHanbHo agMUMHUCTpauum MHams rotoea
MHBECTMpOBaTb B KaBbIKTy npubnuamtenbHo 6.5
MWUNIMOHOB aMEPUKAHCKMX A0/NapoB.

B Hauwane 2005 roga KoMMaHus Bblpa3ufia WHTEpPeC B
obpeteHnn 15%-Hoi ponu B tOraHckHedTerase. [denwu
npeanoxun KomnaHum PocHedTb 2 Munnmnapaa
aMepUKaHCKMX A0MIapoB Ans 3ToW Aonu U obellan Aatb
ewé 4 MuNIvapaoB aMepuKaHCKMX [01apoB B BuAae
kpeauta. ONGC Takxe npoBesa neperoBopbl ¢ PocHedTbio
KacaBLUMXCA COBMECTHOro pa3BuTus BaHKopckoro
MecTopoxaeHusi Ha Kacnuickom Mmope u CaxanunHe-3.

[ouepHsas ¢upma rockomnaHunm ONGC - “ONGC Videsh

Ltd” wmeer 20% pomm kanuTana B CaxanuHe -1.
WHawiickas kopriopauus yxe wuHBecTupoBana 1.7
MUNMApAOB aMePUKaHCKMX A0JIIAPOB B 3TOT NPOEKT U 3TO
6ynet camoi KpynHOW MHBECTMUMel 3a rpaHuuen. Ha
CaxanuHe- 1 6yayTt gobbiBate 307 MUASIMOHOB TOH HETH
1 485 MUNNMapaoB KybryeckMx MeTpoB MPUPOAHOrO rasa.
LlepeMOHMsI OTKPbITUSI KOMEpYecKoi NpoayKumMu HedTu
cocrosinack 1 okT6ps 2005 roaa..

MHamMa Takke HaMepeHa WHBECTMPOBaTb B MpPOEKT
CaxanuH-3, WMelWwunii pesepBbl NpUMEpPHO 4.6
MunnuapaoB 6apenein HedtM u 770 MunIMapaoB
Kybuyeckmx MeTpoB rasa. [lapTHEpbI HaMepuBatoTCs
NpeAcTaBUTb COBMECTHYIO 3asBKy Ha ayKUMoHe
OXBaTbIBAKOLWEM 4 NMLEH3MPOBaHHbIX 610Ka @ MMEHHO —
BocTouHo —OpONTUHCKUIA, SWCKMI, BeHUHCKUI K
HOXKHOKUPUHCKUIA.

Bonee TOro, WHAMs HaMepeHa WHBECTMpPOBaTb B
COBMECTHbI POCCUNCKO-KAa3aXCTaHCKUN MpOeKT
KypmaHrazoBoe HedTera3oBoe MeCTOPOXAEHNe B
Kacnuiickom Mope. B xoze Bu3uTa Bnagmmupa MNytuHa B
MHamio B pekabpe 2004 roga ABe CTpaHbl noanucanu
MEMOopaHAyM B3avMONOHMMaHMs! 0 COBMECTHOMN pa3BeaKe
W pacnpeseneHust NpupoaHoro rasa Kacnuickoro pervoHa
M Takxe CTpOMTENbCTBA MOA3EMHOIO XpaHUNuLWa
npupoaHoro rasa B iHauun.

«MHaMsa roToBa NNaTuUTb YEpe3MeHyIo LIEHY 3a NpaBo Ha
y4yactue B npousBoactee HedTn u rasa B Poccun. CMU
UUTUPYS NPaBUTENbCTBEHHBIE UCTOYHMKMN COOBLWIMN, YTO
K cepeaunHe despana 2005 roga MwuHUCTEpPCTBO
HedTSHHON 1 ra30BOM NPOMBbILWNEHHOCTM MHAMM nocnano
NMMCbMO MpeMbp MWUHUCTPY Muxauny ®pagkosy,
npeanaratwuee WHBeCTUpoBaTb 25 Munnnapaos
aMeprKaHCKMX Aonnapos B Poccun. 3Ta cyMMa cpaBHMMa C
kanutanusaumein Jiykouna n CyprytHedTerasa. 31a cyMMa
BbIFMSAAUT HEMHOMO HE pPeanMCTUYHOW, OfHaKO 3TO
BO3MOXHO, MWUCbMO cCcCbiaeTcsa Ha 15-20Tn  neTHio
WHBECTULIMOHHYIO Nporpamy..

B ceHTa6pe 2005 roza rnasa MyuHUcTepcTBa HEDTAHHOM 1
ras3oBOi MPOMbIWIEHHOCTM MHAUMKM Manu LlaHkap Ansp
nocetnn Mocksy. TaM OH NPOBESN NeperoBopsbl C rnasamu
la3znpoma m PocHedT 1 TaKkxke C MUHUCTPOM KpUCTEHKO 1
3aMUCTUTENEM MNpeMbep MUHUCTpa >KykoBbiM. B xope
neperoBopoB C r-oM JXKyKOBbIM WHAWWCKWUIA MUHWUCTEP
MOATBEPANS, YTO €ro MpaBMTENbCTBO XOYET KynuTb MO
KpaliHeit Mepe 10 MUNIMOHOB TOH HedTH y Poccuum.

Tak Kak eBPOMeNCKU PbIHOK MMEET WM3NULIKX 3arnacoB
poccuiickor HedTH
M poccuinckue
KOMMNOaHUMU
npogatT eé co
3HAYUTENbHOW
CKUAKOW, TO
AONTOCPOYHBIN
KOHTpPaKT ¢ NHanel
6byneTt ou4eHb
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obeLuaroLmm. Poccrs He NoCTaBnseT Colpyto HedTb NHAMK
HenocpeacTBEHHO, oOrpaHuumBas cebs npoapaxen
HedTenpoAyKTOB 1 MPOMEXYTOYHbIX TOBAPOB.

CornacHo HbIHEWHWM YpanbCKMM LieHaM, KOHTPaKT Ha
noctaBky 10 MWMIMOHOB TOH HedTH, NpeAnoXeHHbIN
Jenn MockBe CTOMT MpuMepHO 2,7 MUANNapaoBs
aMepUKaHCKNX [011apoB.

PaclumpeHne BOeHHO-TEXHMYECKOro
COTpyAHUYECTBa

3a nocnegHue AecaTuneTMe BOEHHO-TEXHUYEecKoe
COTPYAHNYECTBO Mexay Poccueit 1 NHame npuobpeno
HoBoe KayecTBo. Ceityac Poccust noctasnseT MHAMKM He
TOMbKO OpYXWe WK CaMble COBPEMEHHbLIE TEXHOIOMMUMN.
Pacwwnpsaerca coBMeCcTHOe pa3BUTME BOEHHOrO
obopynoBaHus. Poccusa cuntaeT. Yto BOEHHOE M BOEHHO
TEXHUYECKOE COTPYAHUYECTBO C WHAMEN sBnseTcs
BaXHbIM KOMMOHEHTOM CTpaTernyeckoro mnapTHEPCTBa
Mexay AayMms CTpaHamu.

Opyxwue npousseaéHHoe B 6biBieM CCCP n B Poccun
COCTaBNSIOT 3HAUYMMYIO YaCTb MHAMNACKMX BOOPYXXEHHbIX
cun, BBC, BMC u cyxonyTHbiX cwui. 3a npepbiayuiee
JEeCcsiTUNeTMe CoTpyAHMYECTBO B 06/11acTM  BOEHHOW
TexHonorum Mexay Poccueit u MHawelt obpeno Hosoe
KayecTBO. Hawwm cTpaHbl NPOABUMHYIMCL OT CHabXeHust
BOEHHOIO0 060pPYAOBAHUA U TEXHOMOMUIA K COBMECTHOMY
pa3BMTUIO CaMOMOro COBPEMEHHOTN0 BOEHHOrOo
obopyAoOBaHWS M COBMECTHOW Hay4yHO-
MCCreaoBaTesIbCKoON AeSTENbHOCTU.

C ceHTa6ps 2002 roaa 6bin OCYLIECTBNEH MUNNUAPAHbIN
KOHTpPAaKT B AONNOPOBOM wucyecneHuun. UM
npegycMmatpvBanacb MNoCTaBka W JIMUEH3MPOBAHHOE
NPOM3BOACTBO MHorouenesoro camonéra CY-30MKW. B
okTa6pe 2003 roga Poccusi, hansa v U3pannb nognucanu
KpynHOMacLWTabHbI
KOHTpPpakT no
NPpOM3BOACTBY

naTpynbHOro
caMonérTa
fanbHero
obHapy»xeHu
1 HA OCHOBe
POCCUICKOro
11-76 pansa
UWHOUNCKNX
BBC. 3710 6bIn
nepasbl i

P40

C/ly4all MHOFOCTOPOHHErO COTPYAHWYECTBA B BOEHHOM
obnactu B uctopum Pocuun. Poccusi Takxke nocTaBnsna
MHAUM noaBoAHbIE JIOAKM U TPAHCTOPTHbIE BEPTONETHI.
OHa TaKXe y4acTByeT B MporpaMMe yCOBEPLIEHCTBOBaHMS
camonéros cepuu MUT-21.

Ha BbiclueM ypoBHe Poccusi n UHAMS 4OCTUIN B3aUMHOIO
MOHWMaHWA  CPOYHOCTU COBMECTHOMO OCYLLECTB/IEHNS
6yaylwmx MpOeKTOB HaueneHblX Ha pasBuTue W
NPOW3BOACTBO OCHOBAHHbIX Ha TEXHONOrUuU
MHOroLe/sieBOoro TPaHCMNOPTHOro BO3AYLWHOrO
nepeso3umka WJ1-214 1 BOEHHbIX CaMONETOB MATOrO
MOKOSIEHMSI. POCCUSt HAMEPEHa Y4acTBOBaTb B UHAMNCKUX
TeHAepax Ha MOCTaBKYy JIMLEH3VPOBAHOMO MPOM3BOACTBA
nerkoro 6oesoro camonéra JIMPKA ( MUT- 29M umeet
nyyqwyto 6oeByt0 3DDEKTUBHOCTbL YeM CaMONEThI
EBPOGAMNTEP u Pacbaenb) u Takxke Poccusi npepnaraet
TEXHO/IOMMM  PasBUTUA JNIErKOro BOEHHOro caMonéra u
cpenHero 6oeBoro camMonéra M MPOWM3BOACTBO CaMOro
COBpPEMEHHOro BepToETa.

CoBmMecTHOe npeanpusaTne bpaxMoc

®narMaH pOCCUMIUCKO-UHAMKCKOrO CTpaTermyeckoro
napTHEpcTtBa bpaxMoc onepupyert ¢ 2001 roaa. 3710 66110
3a/lyMaHo C Liefibio NMPpOU3BOACTBA CBEPX3BYKOBOW paKeThl
BpaxMoc npeaHasHauyeHon NS MNOopaXXkeHus Kopabnemn.
CepuiiHoe NpOU3BOACTBO 3TUX PAKET HAYHETCS B CKOPOM
6yaywem. lpowen ycnewHoe WCrbiTaHWe KOMMIeKC
MHOrOKaHasIbHOW CpefiHero paauyca AeWCTBUS paKeTbl
LUTnnb -1. OTOT KOMNNEKC YCTAHOB/EH Ha TPEX (puraTax
MOCTPOHHBIX Ha BanTuiickom 3aBoae ans nHamnckux BMC.
[1Ba kopobns y>xe npubbinu B UHANMIO..

Poccns Bcerga mnOMOXWUTENbHO OT3bIBAaeTCs Ha
npeanoxeHns WHAMM NO YCOBEPLIEHCTBOBAHUIO
BO3AYLUHOW OBOPOHbI M PaKeTHOW apTenepuun. Yuyactme B
YCTQHOBNIEHUU WHAUNCKOW WHTErpupoOBaHHOM
HaUMOHaNbHOM CUCTEMbl MOpaXkalowen CaMonétbl C
MCMONb30BaHENM CaMblX HOBEWWIMUX POCCUNCKUX
pa3spaboTok (MBO)sBRsSETCS CTpaTErnyeckon BaXKHOCTbIO
anst Pocun.

BriepBble 6bi1a NPOAEMOHCTPUMPOBAHa Ha MEXAYHAPOAHOM
BOeHHO BbicTaBke B CaHkT [MeTepbypre B 2005 roay
cybMapvHa HOBOro nokoneHus (npoekt 677 JIAOA).
locynapcTBeHHas KoMMaHust AaMmupanTtuiickue Bepdu
yXXe 3aBepLunnn eé cTpoMTeNbCTBO AN poccuiickmux BMC.
AamupanTtuiickue Bepdu npeanoxunu UHauwn
SKCMOPTHbIN BapuaHT 3TOW cybMapuHbl (NMPOEKT
Amyp1650). OgHako nHauickme BMC npeanoyny KynuTb
wecTb ¢paHuysckux CkoprneHe u ceilvac wuayT
neperoBopbl no caenke B 1.8 - 2 munnmnapaa
aMepUKaHCKMX 4ONapoB. TeM He MeHee B XOAE BbICTaBKU
AaMupanTuiickue Bepdm noanmncany KOHTpakT ¢ Kutaem un
MHaven no nocTaBke 3anacHblX YacTen Ans AM3enbHO-
3NEeKTPUYECKOV NOABOAHOW Noake npoekTa 877EKM un eé
6onee HOBOro BapuaHTa MpPOEKT 636, KOTOpbIA 6bin
npodaH 3TMM CTpaHaM paHee. Kaxablh M3 3TUX
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KOHTPaKTOB CTOUT MPUMEPHO 1 MUIIJIMOH aMepUKaHCKMX
nonnapos. MHauickue BMC umetoT 10 cybMapuH npoekTa
877EKM u ewwé aBe cybmapuHbl 6yayT NocTaBnieHbl B 3TOM
rofly ot poccuickux BMC.

Poccs cozgana LEHTP TEXHWYECKOro 06C/y»XMBaHUS
(bpuraToB MOCTPOEHHBLIX HA POCCUNCKUX Bephax.
Moao6Hble LEHTPbl TEXHUYECKOro 06CNy>XWUBAHUS
MOCTPOEHbI /11 CAMONETOB U APYroro Buaa pOCCUIACKOro
BOEHHOro cHapskeHus. Co3laHne Takux LIEHTPOB OYeHb
BbIFOAHO U NPUBbINBHO. OHU AaAYT NOAAEPXKKY KaK UHANM
TaK U CTpaHaM KXKHO-BOCTOYHOW A3uuM, T.e. Manasuun u
MHaoHe3nW. HAWSA roToBa OCYLLECTBUTb 3TO, HO peLleHne
3aBWUCUT OT POCCUMINCKUX BACTeMN.

B 1977, natb camonétoB WJ1-38 ObiM MNOCTaBNEHbI
uHannckmm BMC  un B 1987-1988 6bln MOCTaBNEHbI

BoceMb camonéros TY-142ME. WJ1-38 saBnsaetcs
NpOTMBONIOAOYHbIM caMonétoM. OH 6a3supyeTcsa Ha
Macca>kMpckoM BO3A4yLWHOM nepeBo3uvke WJ1-18B. BMC
CCCP BBenu ux B ctpoi 1969 roay. Ceityac poccuiickmne
BMC wmetor 35 Takmx camonétoB. B Hauvane 1990,
JleHnHum paspaboTany NPoeKT No yCOBEPLUEHCTBOBAHMIO
3TUX CaMONeTOB HasbiBaeMblx WJ1-38H. 3TOT npoekT
O0XBaTbIBAET YCTAaHOBKY HOBbIX CMCTEM MOWCKa U npuuena
Ha3blBaeMbIXx HoBenna v Takke peMOHT CaMOnéToB, C
uenbio npoaneHus ux cnyx6el go 40 net. PeMOHT u
YCOBEPLUEHCTBOBaHME OAHOro camonéra ctout US $ 17
MWU/IIIMOHOB. 3TO NOMOXET HaM ucrionb3osatb WJ1-38H ao
2010-1014 roga. MporpaMma BOOPY>EHHBIX CU AOKHA
6bITb ocylecTBneHa k 2010 roay. Ei npeaycMaTpuBaeTcst
MoAepHuM3aums Bcex nmetowmxcs y BMC camonéros WUJ1-
38. B pononHeHne JleHuHel npeanaraeT yCTaHOBUTb
cicTeMbl HoBenna anst AanbHUX MOPCKMX — PaloHOB
NPOTUBONIOAOYHBIX camMonéToB Ty-142M and Ty-142M3
(poccuiickne BMC wmetoT 45 Takux CaMONETOB)
OCHOBaHHbIX Ha 6ombapavposlumnke TY-95. Oxuaaetcs,
yTo B cCKopoMm O6yaywem BMC npumyT peweHue
MogepHusuposatb 20 campnétos TY-142M3.
MogaepHu3MpoBaHmne Takxxe oxBaTuT cuctemsl Hoeenna. B
2001r., Pozo6opoHakcnopT, Kb UntowmH n MMHUCTEPCTBO
060poHbI IHAMM noanucany KOHTPaKT Mo MOAEepHM3aLmm
Bcex nAtn UJ1-38 nmetowmxca y HAMM 1 KOHBEPTUPOBaTh
MX B BapuaHT C YCTaHOBKOW cucTeMbl Sea Dragon
(3KMNOpPTHBIM BapMaHTOM cucteMbl Hoeenna).

WHAna nnadnpyeT noanmcaTb KOHTPaKT No MOAepHU3aLmnm
TY-142ME 1 uHCTanaummn cucteMbl Mopckolt paroH-Sea
Dragon. CMeTHasi CTOMMOCTb MoAepHu3auun ogHoro TY-
142 paBHseTca 21 MUANNOHY aMeEpWKAHCKUX A0NIapoB.
Mocne 3aBeplueHus 3Tux nporpamm MHams Gynet umeTb
yCOBEPLUHCBOBaHHblE MPOTMBOSIOAOYHbIE CaMONETHI Kak
ans 6nmsknMx Tak AanbHUX MOPCKMX 30H. DTO MOMOXET
[lenn KOHTPONMpPOBaTb BCK MHAMINCKO-OKEAHCKYHO
aKBaTOPMIO 10 KOHTUHEHTa AHTapKTUKa.

BoeHHO — TeXHMYECKOe COTPYAHNYECTBO BbIIO KIHOYEBOM
TeMol paboyeit yacTv BU3NUTa NpesuaeHTa NHaum Abayna
Kanama B Poccuto, KoTopebliii cocTosincst BecHoi 2005 roaa.
Mnasa rocygapctsa MHAMM noceTun aBMALMOHHYIO
XONAMHIOBYIO koMnaHuto Cyxol, rae OH  obcyaun
BO3MOXHOCTb Y4acTusi MHAMM B CO3AaHUM UCTpebuTenen
50ro noOKONeHuUss M CpeaHUX MarucTpanbHbIX
MacCaXXNpCKMX BO3AYLUHbIX NepeBo34MKOB RRJ, koTOpble
paspabaTbiBaeT xonauHrosas komnaHus Cyxoi. (B 2004
rogy XonauHrosasi koMnaHust Cyxoi 3aBoeBana TeHaep no
paspaboTke uUCTpebuTenein 5-oro MOKONEHUs, KOTOpble
3aMeHsIT 3KChyaTupyemble ceiyac uctpedbutenn CY wu
MWI). BuauT npe3maeHTa WHAMM 0O3Ha4yaeT KpyrnHble
nHsectTrummn ans Mockebl. K npumepy, [enu yxe rotos
nHeectuposaTb 100 MUINMOHOB aMePUKAHCKMX 0M1apoB
B CTPOMTENBbCTBO NAacCaXKMPCKMX CaMONETOB. u
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UHauna obicTpo
3aBOEBbIBaET

Mex(p,yHapo,u,Hblﬁ
cdhapmaueBTUYECKUN

PbIHOK

Doknapg Okcum BaHka

Cellyac wuHauickas dapMaleBTUYecKast
MPOMBbILWJIEHHOCTb 3aHMMaET YHWUKa/lbHOE
MECTO B O6bICTPO paclWuUpsoWeMcs
MeXAyHapOAHOM pPbIHKE U HE TOJIbKO KakK
Nnpon3BoANTESNIb reHEPUYECKUX MPENapaToBs,
HO M TaKXe HOBbIX TEXHONOoruu
MPUrOTOB/NEHNS NIEKAPCTBEHHbIX CPEACTB, C
pacTylMM aKLEHTOM Ha WCCefoBaHue W
pa3BUTME U OTKPbLITUM HOBBLIX
NIEKAPCTBEHHbIX NpenapaToB, rOBOPUTCS B
Joknage 3kcrnopTHo WMMnopTHoro bBaHka
NHaouu..

MiMesi rofoBoit ToBapoo6opoT B cBblwe 11
MUINAPA0OB aMepUKaHCKUX A0N11apoB
MHANWCKass dapMaueBTnyeckas
NPOMBILLSIEHHOCTb 3aHMMAeT 40e MecTo B
MUpe B TEPMUHaAxX 06bEMa, umes 8.0% aponu
MMPOBOro hapMaLIEBTMYECKOIO pbiHKa.

MexayHapoHbIi hapMaLeBTUYECKUIA PbIHOK
XapakTepu3yeTcsi 6onee BbIYOKMM YPOBHEM
pacxofoB Ha MCCreAoBaHWe U pasBUTUE U
3KCTEHCMBOE YyperyanmpoBaHue CBOEN
NpoayKuMn. XoTsi pasBuBatoLLMECs CTPaHbl
AOMUHUPYIOT MeXAYHapoOAHbLIN
(bapmaLeBTUYECUI PBIHOK, A0S1St TAKMX CTPaH

kak iHams, Kutaii 1 Mekcuka Toxe pacTéT B NOCeAHME roabl.

B poknage, aHanM3upylowWeM 3BOJIOLUIO WHAMWCKOW
(hapMaLeBTUYECKON NPOMBLUIEHHOCTM OTMEYaeTCs, 4To
nepexoaHbli nepuoa npeaocTasiieHHbin TPUMC cornaweHnem
BTO 6bin 3¢hdeKTMBHO MCMONb30BaH MHAUMCKMMU (upMamMm C
Lefblo MPOBEAEHNS KaK KMHUYECKMX WCCNEAOBaHUM, Tak U
pa3paboTkn HOBbIX JIEKAPCTBEHHbLIX MpenapaToB WM MaTEHTHbIX
¢oHaoB.

Takue HoBble CTpaHbl kKak bpasunusa, HOAP, Typums n YkpauHa
CTanun BaXKHbIMW pbiHKaMu cobita ana VHamn. ng MHOrux cTpaH
Adpukn, HOxHon Amepukm WHAMS SIBASIETCS OCHOBHbLIM
UCTOYHMKOM (papMaLieBTUYeckoro nmnopta. OaHako gons NHamm
B (hapMaLEeBTUYECKOM MMMOPTE B TakWe pa3BuUTble CTPaHbl Kak
CLUA, EC 1 SnoHus BCE elLlé HU30K, XOTS OHU SBNASIIOTCS CaMbIiMK
KPYMNHbIMW 3KCNOpTépamm B HANO.

Bcé Bo3pacTaiowas wuccnegoBaTenbcka AeATENbHOCTD,
3anosiHeHne JlekapcTBeHHbIX 6a30BbIX alnoB M nojava
3as1BMIEHUI O HOBbIX JIEKAPCTBEHHbIX NpenapaTax YrnpasieHuto no
CaHWTapHOMY HaA30py 3a KayecTBOM MULIEBbLIX MPOAYKTOB W
MeankamenToB CLUA, mHBecTMpoBaHue 3aéMHblX CpeacTB Ans
6MO-TEXHONOMMM U PbIHOYHbIE ANbSHCBI, AMBepcUMdUKaLms
PbIHKOB, W HEOpraHW4YecKkuii poCT MOCPEACTBOM CIUSIHUS U
MOrNOLWEeHNs SBNSIOTCS HEKOTOPBLIMW YCMeELHbIMKU CTpaTernsamm
NPUHATLIMU MHAUACKON (hapMaLeBTUYECKONM MPOMBLUNIEHHOCTbIO.

MpvHMMasi BO BHWMaHWE 3KCNepTM3y W OMbIT, WHAMICKas
dapmMaueBTMYECKass MPOMBILIIEHHOCTb [O/MKHA 3aBOEBaThb
3HaUMMYIO [0S0 HAa MEeXAyHapoAHOM pbiHKe. HekoTopble
cTpaTerMn, NpeasioXeHHble B AOKIAAe, OXBaTbIBAOT YNPOYMHMeE
Hay4yHO - WCCNeaoBaTENbCKOW AeATeNbHOCTU, PbIHOYHOE
NMPOHUKHOBEHVWE B MeHee pa3BuTble CTpaHbl MOCPEACTBOM
npuobpeTeHns, yckopeHust bruodapmMaLeBTUHECKOro ConmxXeHns
cucteM  6aHKOBCKOMO YperynupoBaHWs, pelleHne BOMpOoCB
6e30nacHOCTM M KayecTBa, yAeNleHVWe BHWMaHWS MaTeHTOBbIM
doHAaMm, noBbiwWeHWe KBanuduKauMm U peleHne aen
KacatoLmMXcsl MaTEHTOBbIX HAPYLUEHWA. [
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