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I. EXECUTIVE SUMMARY 

In May of 1992, IESC placed two teams of three defense conversion Resident Advisors in the Newly

Independent States of the Former Soviet Union: 
 one in Kharkiv, Ukraine and one in Nizhny Novgorod,
Russia. These teams have embarked on a historic mission to assist the military-industrial complex in the 
NIS in converting from defense to civilian production. The long-term objectives of this effort are to 
facilitate job creation, assist with the development of a stable market economy in the NIS, and further the 
process of privatization. The IESC teams have gained wide acceptance in the defense plants of these two 
cities and their surrounding regions, and they are working closely with the Stamford-based LESC support
staff to forge mutually beneficial business linkages between American companies and enterprises in the 
NIS. 

IESC has exhibited its flexibility by developing a non-traditional program using Volunteers on year-long
assignments in an effort to help the defense industries of Ukraine and the Nizhny Novgorod region make 
the transition to civilian production and free market economics. The trade and investment activities of the
Stamford-based staff, supported by the vast network of IESC volunteer executives, enable the Resident 
Advisors to effectively promote the products and capabilities of their client enterprises. 

II. INTRODUCTION 

This program performance report describes IESC's defense industry conversion activities in the Newly
 
Independent States of the Former Soviet Union from May 6, 1992 through October 1, 1992.
 

In the four months of the Defense Conversion program, the IESC teams have established themselves and

have started detailed technical assistance projects with many of the defense industries located in their
 
areas of assignment.
 

The Resident Advisors have been at once daunted by the enormous scope of the defense conversion 
problem and encouraged by the wealth of viable commercial opportunities for Western business. Many of 
the enterprises in Ukraine and the Nizhny Novgorod region are effectively bankrupt; military orders have
virtually stopped, and thousands of workers are being laid-off or working at reduced wages. The factories 
are in dire need of capital investments for sustenance, technical upgrades, and future economic viability.
Although the situation is quite desperate, a significant number of the enterprises visited could offer 
concrete opportunity for a Western company willing to initiate a cooperative relationship in order to
enhance its long term commercial interests in the region. Many of the factories are equipped with 
sophisticated, numerically controlled equipment and flexible production lines that might be quickly
altered to manufacture civilian goods. 

Ill. FINANCIAL CONSIDERATIONS 

The IESC defense conversion program in the NIS became effective on May 6, 1992 with the signing of
Cooperative Agreement CCS-0005-A-00-2015-00. The total obligated amount for this program to date is 
$1,000,000. The funds obligated cover a period from March 9. 1992 through May 31, 1993. 

This report contains information about the above-referenced Cooperative Agreement prior to Amendment 
Onu, which was dated September 30, 1992. Program expenditures through September 30, 1992 include 
all expenses incurred in support of IESC defense conversion activities in Kharkiv, Ukraine and Nizhny 
Novgorod, Russia. 

During the period covered by this report, estimated expenses totaled $231,100. Field Support costs have 
been estimated at $76.500. and expenses for the maintenance of the defense conversion teams are 
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estimated at $142,000. The total amount spent on supplemental project activity is approximated at 
$12,600. A more detailed breakdown of these expenses has been attached to this report (Attachment 1). 

IV. PROGRAM ACTIVITY - MULTIPLE BUSINESS SERVICES 

The IESC defense conversion program is designed to take full advantage of IESC's multiple business 
services approach. Through the defense conversion program, IESC is providing the enterprises of 
Ukraine and the Nizhny Novgorod region with year-long technical Resident Advisors. The efforts of
these advisors are supported by a Stamford-based support staff that assists in the formation of mutually
beneficial business linkages between firms in the U.S. and enterprises in the NIS. The Stamford staff also
provides logistical support and facilitates communication between the Resident Advisors and firms that 
have expressed interest in cooperative business efforts with enterprises in the NIS. IESC can supplement
these efforts by providing targeted assistance to the Resident Advisors by sending additional volunteers for 
projects requiring specific expertise. 

IESC Stamford personnel responsible for the Defense Conversion program are as follows: 

Person Position 

Richard H. Shriver Vice President 
Lewis Madanick Operations Manager 
Laura Hoover Project Assistant - Ukraine 
Andrew Wolff Project Assistant - Nizhny Novgorod 

The scope of the efforts of the Resident Advisors and the Stamford-based staff is illustrated on a chart
 
which has been attached to this report. (Attachment 2)
 

V. MULTIPLE BUSINESS SERVICE ACTIVITIES - KHARKIV, UKRAINE 

The Resident Advisors landed in Kyiv on Friday, May 22, 1992 and armived in Kharkiv on Tuesday, May
26. They were accompanied to Kyiv by Bohdan Wynnyczok, IESC's Country Director for Ukraine. The 
Kharkiv team consists of the following individuals: 

Person Arrival Status 

William Flemming 5/26/92 On-site 
Gordon Murphy 5/26/92 On-site 
Nicholas Supron 6/19/92 On-site 

The efforts of the Resident Advisors in Kharkiv have earned the team wide access to the defense plants of 
the Kharkiv region and other Ukrainian cities. The defense conversion team has been informed by Dr.
Yuri I.Titov, the Deputy Head of the Regional State Administration responsible for defense conversion,
that the factory directors with whom the defense conversion team have worked have been very satisfied 
with their efforts and impressed with their abilities. 

The first IESC supplemental defense conversion volunteer specialist was sent to Kharkiv. For this project,
IESC sent a former Secretary of the Air Force, who has expertise in space and superconductivity 
engineering, to the B. Verkin Institute for Low Temperature Physics and Engineering to assist the
Institute in marketing their research and development and engineering capabilities to American firms. 
The IESC volunteer prepared a technical report which describes the opportunity available for an 
American company to "gain access to a treasure trove of hitherto hidden technology" through ccoperative 
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efforts with the Institute. The volunteer expert and IESC's Stamford-based staff is now attempting to 
interest American firms in this proposal. 

In another project, IESC has enlisted the assistance ofan expert in marketing and distribution of multi
purpose, all-terrain vehicles to assist the Malyshev Tank Factory in its efforts to produce vehicles for the 
civilian market. This volunteer, who spent most of his career at International Harvester and Komatsu 
Dresser in the area of agricultural equipment distribution, is working to find markets for Malyshev's
multi-purpose, all-terrain vehicles and small four wheel tractors. He will also assist Malyshev with its
preparations to display its products at the Ukraine-America exhibit to be held in Los Angeles in December 
1992. 

IESC's Stamford-based staff has been working to promote the civilian products of the Monolit company in 
the American market. Monolit employs over 15,000 people and has five major civilian production
groupings: consumer electronics; turbine control systems; automated telephone systems; space
microelectronics and medical equipment. IESC Stamford has obtained vatious samples of Monolit's 
products and has forwarded them to expert volunteers to determine the viability of their introduction to the 
American market. 

VI. MULTIPLE BUSINESS SERVICE ACTIVITIES - NIZHNY NOVGOROD. RUSSIA 

The Nizhny Novgorod team arrived on-site on May 13, 1992. The team consists of the following 
individuals: 

Person Arrival Status 

Samuel Blackmore 6/27/92 On-site 
Joseph Karoly 10/10/92 On-site 
Keith Mazurek 
Joseph Walls 

5/13/92 
5/13/92 

Departed 
On-site 

The Nizhny Novgorod defense conversion Resident Advisors have obtained detailed information from 
many of the enterprises in the region and are working to assist in the development of the regional 
economy and in the privatization process. They have received U*e full support of the regional authorities 
and have gained wide access to the industrial community of the region. The Resident Advisors have 
visited and begun working with twenty-three enterprises and design bureaus of the approximately thirty
that have been identified as defense conversion candidates. These enterprises aie in the electronics,
marine technology, aerospace, automotive, and heavy machine industry sectors and represent 
approximately 300-350 thousand workers. 

IESC played an important role in strengthening a growing business relationship between Sauer-
Sundstrand of Ames, Iowa and the Arzamas Instrument Production Plant. The Resident Advisors and 
Stamford staff helped to coordinate a shipment of trial parts for transmissions of road-building and earth
moving equipment. After an initial inspection, Sauer-Sundstrand is very pleased with the quality of the 
parts. They are currently considering an order of 100 additional units of each of 16 components to be put
through a controlled assembly and test evaluation. If this second batch of preproduction parts are 
satisfactory, Sauer-Sundstrand plans to place large orders with Arzamas. Sauer-Sundstrand's Director of
Business Development will meet with the Resident Advisors and Arzamas' staff in mid-November to 
conduct further negotiations and to develop an agreement. 

IESC played a critical role in resurrecting negotiations between Popov Communications and Transworld 
communications. With the assistance of IESC's Stamford-based support staff, the two parties held a
series of meetings in Moscow. which culminated in the signing of a protocol of understanding to produce 
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a radio relay station in Nizhny Novgorod using Western technology and know-how and Russian 
production facilities. 

IESC's Stamford-based staff is pursuing various projects developed by the Nizhny Novgorod team in an 
effort to expand the production/trade relations of the firms in the region and to create jobs. For example,
IESC assisted in all aspects of the establishment ofa corresponding banking relationship between 
Nizhegorodsky Bankirsky Dom and Core States Financial, which will enable the bank to work with stable, 
hard currencies and which may provide a lending institution for business ventures. 

During a briefing of a representative of the U.S. Office of Management and Budget, the Deputy Governor 
of Nizhny Novgorod Evgeny Gorkov praised the work of the IESC Resident Advisors and noted that they
have provided the enterprises of the region with valuable assessments of existing conditions, obstacles that 
impede the investment of foreign capital and improvements that must be made to attract foreign 
investment. 

VII. CONCLUSION 

IESC has found that the Resident Advisors have been able to make tremendous progress in preparing the 
companies with which they are working with for the challenges of the free mrket, in many cases 
accomplishing the equivalent of three to five years of activity under the former centralized economies in 
three to five weeks. The teams are attempting to attract capital to prepare the industrial base for sustained 
economic survival and further transformation of defense-related industries to civilian production. The 
efforts of the Resident Advisors have been fully supported by IESC's Stamford-based staff, which can 
work with the conversion teams to interface with the U.S. business community and develop targeted 
supplemental project activity. 

Although the problems of defense conversion in the Newly Independent States of the Former Soviet Union 
are of an overwhelming nature, IESC programming has begun to target effective assistance to the 
military-industrial complex, which is struggling to keep its workers employed, transform to the principles 
of market economics, and further the process ofprivatization. 
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1992 NIS DEFENSE CONVERSION 

FIELD SUPPORT
 
SALARIES 

BENEFITS 

EQUIPMENT
 
TRAVEL 

OTHER COSTS 

CONFERENCE 


SUBTOTAL 


VE TEAMS
 
STAFF SUPPORT 

BENEFITS 

TRAINING 

EQUIPMENT 

PER DIEM 

TEAM TRAVEL 

EXPENSES 


SUBTOTAL 

AID FUNDED MBS PROJECT EXPENSES
 
AIRFARE 

ENROUTE 
PER DIEM 
RECRUITING 

SUBTOTAL 


TOTAL AID CONTRIBUTION 

DONATED MBS SERVICES 

DONATED TEAM SERVICES 


TOTAL PROGRAM VALUE 

AID % OF TOTAL PROGRAM VALUE 

Attachment 1 

EXPENSES 

MARCH 9-SEPT. 30, 1992 

$30,000
 
$6,500
 

$8,000
 
$7,000
 

$25,000
 

$76,500
 

$6,000 
$2,000
 

$15,000 
$10,000 
$47,000 
$50,000 
$12,000 

$142,000 

$4,000 
$1,000 
$3,000 
$4,600 

$12,600 

$231,100 

$9,960
 
$298,800
 

$539,860 

42.8% 
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Enterprise 

Defense Plants 

Plant 48 

Izyum Instrument Plant 
Monolit Production Amalgamation 

Hartron Research and Production 
Association 

Malyshev Tank Plant 
Kharkiv Electrical Apparatus Works 

Arsenal 
Electrotyazhmash 
Kommunar 
Kharkiv Aviation Plant 
Kharkiv Plant of Electrical Equipment 
Kharkiv Lenin Komsomol Aviation 

Production Association 
Kharkiv Proton Production Association 

Design Bureaus 

Kharkiv Experimental Design
Bureau for Automatic Equipment 

Research Institutes 

B. 	 Verkin Institute of Low 
Temperature Physics 

Kharkiv Institute of Science 
dnd Technology 

DEFENSE CONVERSION ACTIVITIES 

Major Product Line(s) 

Railway equipment and building structures 

Surveying and optical equipment
Advanced microelectronics and 
medical equipment 

Computerized control systems for space 
and commercial applications 
Transport and other heavy vehicles, foundry 
Space heaters, zippers, computer power
packs and other electric devices 
Advanced optical plant 
Preliminary visit - evaluation pending 
Preliminary visit - evaluation pending
Military aviation technology 
Preliminary visit - evaluation pending 
Aircraft production 

Preliminary visit - evaluation pending 

Liquid, vapor and gas analyzers 

Cryogenic turbogenerators, medical 
instruments and space material research 
Preliminary visit - evaluation pending 

- KHARKIV, UKRAINE 	 Attachment 2 

U.S. Firms Contacted 

KIC International, Transcisco, Teledyne GmbH, 
Command Technology Inc., Dana Corporation,
KDT Industries 

Raytheon, Bose, JBL International, Teledyne GmbH, 
Hadco Corp., McIntosh, Carver International,
 
Hirsh Houck Labs, Products Group International,
 
Hughes Aircraft, Beckman Instruments, Lyons
 
Marketing, Becton Dickinson, Harman International
 
Industries, Circuits Processing Technology Inc.
 
Raytheon Industries
 

Belarus Machinery, Inc. 
GTE 

IBright Star Industries 

TRW. Bell Labs, Martin Mariettta, Lockheed 



DEFENSE CONVERSION ACTIVITIES - KHARKIV, UKRAINE
 

Non-Defense 

Kharkiv Tractor Plant Tractors and other agricultural vehicles 
Kharkiv Airport Enterprise Airport functions 
Sochi Company 
Donetskugal Mine 
Engineering Center "Conversia" 

Preliminary visit - evaluation pending 
Preliminary visit - evaluation pending 
Science and business conferences 

Harry F. Brandt Associates 



Enterprise 

Defense Plants 

Popov Communications 
Arzamas Instrument Production 

PRant 
Arzarras 16 
Krasnoe Sormovo 
GAZ 

Po!yot Research and Production 
Lenin TV Factory 
Gorky Aircraft Plant 
Pavlovo Mechinstrument 
Ordzhonikidze Aircraft 
Gidromash 
Normal Production Association 
Transal Engineering 
Teploobmennik 
Nizhny Novgorod Machine Building 

Works 
Lazur 
Borogorodsky Machine Building 

Works 
Frunze Factory 
Nizhegorodsky Radio Measuring 

Equipment 
Radio Relay Equipment Plant 
Medask 
Computer Systems and Information 
Volga Experimental 
Electromash 

DEFENSE CONVERSION ACTIVITIES - NIZHNY NOVGOROD, RUSSIA 

Major Product Line(s) U.S. Firms Contacted 

Aircraft radio communications Transworld Communications, Harris Corp, AT&T 
Aircraft components and gyroscopes Sauer-Sundstrand 

Nuclear research laboratory
Ships, submarine and titanium technologies MTS Systems Corp., Exxon, McDermott, Dresser Industries 
Trucks and automobiles KIC, Ingersoll-Rand, Cummins Engine Co. 

Marconi, Thomson, John-Deere
Airborne radio communications National Cancer !nstitute, US Coast Guard, Harris Corp
Television and air traffic control systems Zenith, Emerson, Hazeltine, UNYSIS 
Aircraft Boeing
Aicraft hydraulics and landing gear Ingersoll-Rand 
Aircraft technology Boeing 
Aircraft components Boeing
Aircraft titanium fasteners Vanguard, Boeing, Fairchild 
Air cushion airplane US M."ne, FAA 
Aircraft components Hamilton Standard, Boei,,g
Artillery products and buses Dresser Industries, Textstream 

Missile guidance products Peavey Electronics 
Marine engines 

Instrumentation and radio equipment 
Radio frequency measuring systems 

Radio and communication technology 
Preliminary visit - evaluation pending
Electronic services Digital Equipment Company, Computerland, Fancy Electronics 
Preliminary visit - evaluation pending
Preliminary visit - evaluation pending 



Design Bureaus 

Lazurit Design Bureau 

Experimental Design Bueau of 
Machining 


Polytechnic Institute 

TECOM 

Design Bureau of Measuring 

Instruments
 

Research Institutes 

Institute of Applied Physics 

Scientific Research Institute of 
Measuring Systems

Radio Electronics Institute 
Radio Physics Research Institute 
Radio Technological Institute 
T-E-Ch All Union Scientific Institute 
Resource Savings Institute 
Research Institue of Metal and 
Organic Chemistry

Polycom 

Non-Defense 

Balakhna Pulp and Paper Mill 
Mibus 
Ledys 
Nizhgorodsky Dom 
Nizhegorodski Bankirski Dom 
V. I. Ulianov Works 
Electron 

DEFENSE CONVERSION ACTIVITIES 


1Submarirg design and titanium modeling 

IMachining 
_
 
Design of amphibious vehicles 


Seal design
 
Measuring instruments
 

Nuclear technologies and anti-missile
 
defense systems
 

Computer equipment and remote 

monitoring systems 

Radio and microwave technologies 
Radio and microwave technologies 
Radio and microwave technologies 
High technology engineering 
Waste management 
Metal and chemical compounds 

Radio electronics research and physics 

Paper products and newsprint 
Utilization of industrial waste 
Microwave drying equipment 
Property development 
Banking 
Heating elements 
Computer switching equipment 

- NIZHNY NOVGOROD, RUSSIA 

INTEC Engineering, Exxon, Marconi, Thomson, Starfire 
Technologies, Lufkin Industries, MTS Systems Corporation 

GMI Engineering and Management Institute 

Concord, Scientific Research Laboratories, Inc. 

Ing soll-Rand 

Boise Cascade, Mead Corp., US Pulp & Newsprint 
Conagra 
Litton Industries 
Holiday Inn, Stetson, Supervalu, McHugh Construction 
Core States Financial, Financial Institutions Marketing Association 
Digital Equipment Company, Conair Corp. 
Digital Equipment Corp 



DEFENSE CONVERSION ACTIVITIES - NIZHNY NOVGOROD, RUSSIA 

Inochim Industriai chemicals MMAR Commodities
Dvigital Diesel Works Large stationary diesel engines
Building Industry Pre-mixed cement Ash Grove, Sackrete
Vneshservice Credit reporting Dunn & BradstreetNIKA Various consumer products
Nizhegorodskaya Yarmarka Business center Trade Show WeeklyEIf-Hitong 

Banking
EpiCenter Economic forecasting and reporting
Merkury Preliminary visit - evaluation pending
Nizhny Novgorod Podvorye Preliminary visit - evaluation pending
Polymer Drainage Tool Co Preliminary visit - evaluation pendingResearch and Production Corp Preliminary visit - evaluation pendingERA Enterprises Preliminary visit - evaluation pendingScience and Production Association Preliminary visit - evaluation pending 


