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PROJECT OBJECTIVES

Identify bottlenecks in food distribution for 2 products in each of 2 regions
Diagnose root causes of distribution failure
Propose policy measures at regional and federal level

Initiate pilot projects to address problems identified
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THE PROJECT WILL FOCUS ON PERM AND NOVGOROD

86 regions |—»{ 42regions
Significant Some
Criterion small large

Definition/
Source

privatisation

privatisation

>25% total >5

14 Regions
Kaluga
Moscow -
3 Regions
Smolensk . ]
Viadimir 2 Regions
Tver Perm Perm
Novgorod Novgorod
Yaroslav
Viadimir
Kursk .
Voronejh » Cooperative ¢ Cooperative
environment environment
Amur e GKV Fund e GKlfund
relations relations

Krasnodar * Contacts e Keeness

¢ Complementary * Non overlap
Stavropol -character ¢ Complementary

* MNon overlap character
Samara (other projects)
Perm Moscow GKI Interviews with

discussions GKI. Fund
Novgorod Administration
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THE PROJECT WILL FOCUS ON BREAD, MILK AND VEGETABLE DISTRIBUTION

Selection Criteria

Vital commodities

Distribution problematic
¢ Price
¢ Delivery
* Availability
* Distribution losses

Local keenness to address
problems

e GKi
e Fund
* Local authority

The Boston Consulting Group
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PROJECT TEAM STRUCTURE
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r Moscow lawyers
Bread Milk Andrianova
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Local consultants
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PHASE 0: PROJECT PREPARATION

Activity Prepraration Dlagnosis and Policy Pliots and Policies
Regional selection
* Novgorod, Viadimir, Perm —
interviews
¢ GKl discussions (Boiko,
Vassilev)
¢ Final selection
—
Workplan
* Finalise detailed workplan pra—

Diagnostic questionnaire
* Draft questionnaire
* Refine questionnaire
* Piiot interviews

Central interviews
* Anii-monopoly

1
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PHASES | AND Il (DIAGNOSIS AND POLICY)

12/4 19/4 26/4 3/5

10/5 17/5 24/5 31/ 76

19/6 21/6 28/6 S5/7 1217 19/7

Activity

Prepraration

Diagnosis and Policy

Pilots and Policles

Regional survey/questionnaire
* Roll out Perm
* Roli out Novgorod

In-depth distribution interviews
¢ With distrioution experts

Vehicle-maker interviews

AuditNlessons from other projects
(Nizhny Novgorod, Moscow)

Lessons from Poland (seminar)

Central interviews
¢ Ministry Transport,
Agriculture
¢ Central distribution
organisations
¢ Anti-monopoly, GKI, etc

Synthesis of results

Pilot project preparation
*  Project definition
* Agreement of key decision-
makers
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THE FIRST STEP WILL BE TO IDENTIFY SYMPTOMS OF DISTRIBUTION FAILURE

Goods unavailable in shops

Goods unavailable in remote areas
Goods not fresh or damaged
Mismatch between supply and demand
Limited choice of goods available

Few outlets

Goods excessively expensive
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ROOT CAUSES OF DISTRIBUTION FAILURE WILL BE IDENTIFIED
* Initial hypotheses: Producers

Farms
. Storage facilities
. Conflict of pianned and market systems for agriculture
. Fragmentation of collectives
. Price regulation/subsidy
. Finance
. Uncertainty

Food processors (bread and milk factories)
. Warehouse management
. Packaging
. Monopolistic behaviour
. Price regulation/subsidy
. Interregional grain supply

Source: Pilot interviews
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ROOT CAUSES OF DISTRIBUTION FAILURE WILL BE IDENTIFIED

* Initial hypotheses: Wholesalers

Wholesalers

Source: Pliot Interviews

Monopolistic behaviour
Indivisible assets

Real estate laws and regulations
Warehouse management
Availability of transport services
Availability of trucks

Inadequate security measures
Finance

Marketing

Inter regional supply

Insufficient number of wholesalers, given retail fragmentation

The Boston Consulting Group
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ROOT CAUSES OF DISTRIBUTION FAILURE WILL BE IDENTIFIED
* Initial hypotheses: Transport

Transport companies
. Underutilised assets
. Cross subsidy freight and passenger
. Monopolistic structures and behaviour
e  Vehicle mix
. Mobilisation reserve requirements
. Unavailability of parts and service

Transport services (parts, service, fuel, vehicle sales)
. Low coverage of distribution networks
. Enterprise services not freely available to outsiders
. No market for second hand trucks

Source: Pliot intervies
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ROOT CAUSES OF DISTRIBUTION FAILURE WILL BE IDENTIFIED
* initial hypotheses: Retailers

Retailers
. Finance
. Conditions of privatisation
. Diversification away from commodities
. Price controls
. Information on wholesalers
. No control over transport services

Source: Pllot interviews
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