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1 Executive Summary

MTM ProductIvIty Study Tours for Kharkiv, Ukraine

Tills pIlot program consIsted of two study tours, each targeted at dIfferent mdustry subsectors
Tour #1 (August 5 - September 1, 1998) was dIrected at fruIt, vegetable and sugar processmg
Tour #2 (September 13 - October 10, 1998) was for meat, daIry and edIble OIl processmg

The SItes VISIted were carefully selected to meet the dIverse needs of each group Smce the tour
group represented dIfferent subsectors, partICIpants VISIted some plants that were outSIde theIr
area ofmterest Nevertheless, there was much to be learned on every VISIt smce marketmg
management and dIstnbutIOn were common to all
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In May/June 1998, CEI representatIves VISIted KharkIv and, WIth the help of local Newblznet and
IESC representatives, conducted a selection semmar A total of 79 representatIves from 61
organIzatIOns applIed for the program From these applIcants, 32 were finally selected to
partIcIpate The breakdown by mdustry for tour #1 (15 partIcIpants) was fruIt 4, vegetable 5,
sugar 5, eqUIpment supplIer 1 For tour #2 (17 partIcIpants), the breakdown was meat 4, daIry
11, edIble OIls 2 In addItIOn, both groups also mcluded two mterpreters and one techrucal wnter

The length of each VISIt was determmed by the host company h almost all cases, the VISItS were
scheduled to last three hours At each SIte there was a short mtroductton by management
followed by a tour of the facIlIties A questIOn and answer penod followed In almost all cases,
tills was an extremely lIvely seSSIOn that extended far beyond the Iilltial schedule The U S hosts
were extremely generous WIth theIr tIme and mformatIon, even propnetary mformatIOn

The fruIt/vegetable/sugar study tour VISIted 15 food processors, 2 dlstnbutors, 2 retaIlers, 1
exhIbItIOn, 2 eqUIpment supplIers, 1 trade assocIatIOn, 1 government agency and 1 umversity In
addItIon, there were 5 separate lectures The meat/daIry/edIble OIls study tour VIsIted 25
orgaruzatIon mcludmg 6 meat processors, 6 daIry processors, 3 edIble oIls plants, 2 retaIlers, 1
government agency and there were 3 separate lectures

The major benefits of the program for the UkraIman compames were
1 New and modIfied products that were added to eXlstmg hnes WIthout slgmficant mvestment,
2 A greater understandmg of the role of advertIsmg, marketmg and dIstnbutIon,
3 ProductIVIty changes to mcrease product shelfhfe and reduce costs,
4 An awareness and appreCIatIon of new management techruques,
5 New products and eqUIpment they can purchase from the US
6 A greater awareness of changes they can make m theIr own firms and mdustnes

The Marshall Plan or MTM ProductIVIty Study Tour program for KharkJ.v, Ukrame was desIgned
to gIve rIse to a rapId and vISIble mcrease m lIvmg standards for the Ukralman populatIOn as a
whole by mtroducmg Ukramlan managers of large enterpnses m key mdustnal subsectors to
modern management, technology and marketmg methods m the US Tills program was funded
by grant # 12 I-0005-G-00-7 189-00 from the US Agency for InternatIOnal Development
~SAm) -
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The length of each tour was 28 days ThIs tIme was needed for the new concepts to be fully
understood and apprecIated by the partIcIpants

When the groups first arnved m the US, the partIcIpants had vanous fixed Ideas about
conductmg theIr busmess Although they were lookmg for new Ideas, they were not necessanly
open to new Ideas By the end of the tour, thIs attItude had completely changed Most were
eager to return and try out new Ideas and products The evolutIOn m thInkIng was remarkable

At the conclusIOn of each study tour, each partIcIpant was mtervIewed to record what they had
learned and to measure the potentIal Impact of the tour on theIr mdIvIdual firms Each had
concrete plans to mtroduce prodUCtIVIty changes m theIr firms Each partIcIpant had IdentIfied
new products they could add WIth a mImmum ofmvestment TYPIcally, the firms felt that the new
products would lead to sales mcreases ofup to 50% The partICIpants estImated that the techrucal
Improvements would result m cost reductIOns of up to 30% These and management changes

would lead to mcreased profitabIlity of about 20%

One of the frequently asked questIOns was "How do Amencans make the products at such a 10VY

cost?" Almost every host company dIscussed the Importance of mcreased volume to dnve down
costs ThIs ImplIed a greater need for effectIve marketmg and for speCIalIzatIOn Both were
OpposItes ofThe busmess thInkmg m Ukrame where there IS lIttle advertIzmg and each firm
struggles to dIversIfy mto dIfferent product lmes and even dIfferent mdustnes

A surpnsmg degree ofbondmg took place between the tour members At the conclUSIOn of each
tour most agreed to meet agam and possIbly to form an assocIatIOn Several were explormg
busmess arrangements, not only among themselves, but WIth the U S compames they VISIted

Some of the partIcIpants expressed senous mterest m purchasmg Amencan products and
eqUIpment CEI WIll faCIlItate commumcatlons between the Ukralman and Amencan compames

Four months after the study tours had returned to Ukrame, CEI representatIves VISIted Kharklv
for a program follow-up Although there had been lImIted tIme to undertake changes and there
had been an economIC cnsIs m Ukrame, the results were very promIsmg In fact, most of the
changes anticipated dunng the eXit mtervIews were bemg Implemented, albeit a lIttle slower than
had been ongmally projected

ThIs pIlot Marshall Plan program was deemed a great success by all the partIcIpants and by CEI
Only by seemg for themselves were these mdustry leaders able to learn new techmques and
discover new products they can apply to theIr firms WIthout the need for large new mvestments
CEI IS confident that the Impact on the partIcIpatmg firms can be great - Just as It was m Western
Europe under the ongmal Marshall Plan
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OvervIew

2. Final Project Evaluation

The CEI evaluatIOn has been an on-gomg actIvIty It started With dally dIscussIOns WIth
partiCIpants willIe on the tour members at meals and m the everung dIScussIon penods On thIS
follow-up tnp, dISCUSSIons were held WIth partICIpants from 100% of the actIve factones

At the end of the program CEI conducted a program evaluatIOn Agam, mdustry experts VISIted
the comparues and tills enabled CEI to proVIde addItIonal follow-up at the request of the
partICIpants ThIs valuable aSSIstance IS not proVIded by lower cost programs
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It IS our collectIve judgement that
1 The companIes were exposed to many new value-added products they could undertake WIth a

mirumum ofmvestment As a result of the study tour, over 58 new products have been
developed and WIll soon be on the market Several of these products are sigruficant smce

The MTM program focused on the food processmg mdustry Many of the comparues are located
m rural areas where the company IS the only source of employment m the area and It IS cntical to
these commuruties that the plant managers learn how to survIve and expand m a market economy
Improved effiCIency and expanded markets are the sigruficant outcomes from tills program

The program partICIpants were selected m Kharktv by CEI and mdustry experts The abIhty to
speak Enghsh was not a reqUIrement smce that would have ehmmated all illgh level managers At
the selectlOn semmar partICIpants were proVIded WIth mdustry speCIfic techrucal, accountmg and
marketmg mformatlOn The additlOnal mformatlOn about the comparues gamed from tills semmar
helped CEI deSIgn the program to meet the speCIfic mdustry needs of the partICIpants - a clear
benefit to Ukrame

The ObjectIve of the MTM ProdUCtiVIty Study Tour program was to have a pOSItIve Impact on the
standard ofhvmg on the local populatlOn DespIte the short tIme smce the end of the program,
eEl beheves thIS was accomphshed Htgh level Ukratruan food processmg managers from key
comparues, WIth an average employment of276, ViSIted theIr counterparts m the US They
learned new techruques of marketmg, dIstnbutlOn, productIVIty and product development Each
everung, the tour group met under the directlOn of the group Leader to dISCUSS the sigruficance of
the day's VIsIt(S) These new Ideas were brought back to Ukratne and are now bemg
Implemented

From January 22 to February 7, 1999, representatIves from the Center for Econoffilc lrutIatlVes
(CEI) Leland M Cole and Bruce L Val1lancourt vIsIted Kharlav, Ukrame as a part ofthe MTM
ProductIVIty Study Tour program under USAID grant # 121-0005-G-00-7189-00 The purpose of
tills tnp was to follow up WIth the tour partIcIpants to detefffilne how they had apphed the
mformatIOn they had learned on the study tours The first week was spent visItmg comparues and
theIr factones m order to see the company m operation and to dISCUSS the changes that have been
Implemented The second week was spent conductmg three semmars and m meetmgs WIth
vanous other orgarnzatIons One seffilnar was held for each of the two tour groups and one jomt
semmar was held for Kharlav CIty and Oblast offiCials
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they sigruficantly lengthen the plant operatmg penod from 2-3 months to as many as 9
months per year

2 Plants are makmg better use of theIr raw matenals For example, molasses, whtch would
otherwIse be dIscarded, IS bemg used to make brown sugar Other comparues plan a number
of new storage and processmg techruques whIch wIll substantIally reduce spoIlage and
mcrease the shelf hfe of fruItS and vegetables

3 At plants where cost savmgs have been mstalled long enough to be measured, the savmgs
range from 15 to 30%

4 Almost every plant IS expandmg Its marketmg operatIOn Thts IS eVIdenced m a number of
dl'fferent ways Many comparues are addmg marketmg personnel Others have become
aware of company Image and have deSIgned new company logos and packagmg ThIS WIll
enable them to buIld brand loyalty which wdl help them compete agamst local and Imported
products

5 Markets for US products have been opened The most sIgmficant are the use of soya based
products and an mtroductIOn to the use of flavonngs

6 Plant productIVity has mcreased With a resultant mcrease m profitabIhty Managers learned
how to make more effiCient use of their manpower and eqUipment to ensure the SurVival
prospects of their firms ProductlVlty gams ofup to 30% are reported

7 New pdckagmg eqUipment and methods are bemg mtroduced at many of the firms One
example IS the mtroductIOn of a small 1 kg bag of sugar Thts Will proVIde greater
convemence to the consumer and the customer can be assured of recelvmg an accurate
weIght In another example, new attractIve packagmg for margarIne has been mtroduced
whtch competes well WIth Imported brands

8 If the mformatIOn learned on the study tour IS retamed only by the partICIpants, the overall
commumty does not stand to benefit Each partICIpant on the study tour has gIven talks and
presentatIons to local company and commumty leaders Tllis ensures that others not on the
study tour ItselfWIll also benefit from the program The sIgmficance of thIS pomt was not
lost on local Rayon offiCIals who were anXIOUS to meet WIth CEI and express theIr support of
the program

9 Each study tour mcluded one techmcal wnter who was responsIble for prepanng the team
report These RUSSIan language reports were completed and publIshed They are now bemg
dIstnbuted by NewbIznet to other compames and oblasts throughout Ukrame CEI belIeves
thts IS the only program to dlssemmate mformatIOn m thIS form The report dIstrIbutIOn to
large and medIUm SIzed compames m the Kharklv Oblast alone IS planned to be Dairy - 25
comparues, Meat - 18 comparues, EdIble OIls - 10 compames, Sugar - 11 compames, and
FruIt & vegetable - 14 compames

10 The compames on the study tour have been cooperatmg and workmg together They are
selhng products to each other and lessons learned at one company are used at another

SuggestIOns were made by the partICIpants to Improve future programs
1 The number of mdustrIal subsectors on one tour should be reduced Ideally It should be

reduced from three to one eEl agrees WIth thts suggestIOn and actually WIthstood strong
pressure from the Kharktv CIty government to mcrease the number of subsectors to four
However, had the number of subsectors been reduced as suggested, several partICIpants
would not have gone and the benefits would have been lost to theIr orgaruzatlOns

2 WIth different subsectors on the same tour, plant tours are often not of mterest to partICIpants
when they are m a plant outSIde theIr subsector Thts pomt IS acknowledged by CEI On
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future programs, the tour group WIll be divided WIth one group vlsltmg the manufactunng
area and the other vlsltmg the support services such as marketmg, purchasmg, product
deSign, human resources and accountmg

3 There were too many plant VISItS and the mdividual VISitS could have been longer In some
cases tills IS true and others It IS not Over a four-week (20 work day) penod, the first tour
vIsIted 24 comparues and the second vIsited 26 - not an exceSSIve number for an mtensive
program such as tills eEl belteves It can Improve the scheduhng based on the expenence of
this pIlot program

FrUIt, Vegetable and Sugar Study Tour

Company Employ # New % Cost Energy New Product Mktg Comments
Prod Reduce Savmg Packag IVlty Change

1st Kharklv Milk Plant 217 3 Yes Yes Yes

Vehkoburluskll Cheese Plant 329 4 30% Yes Yes Yes Yes

Borovskoy Milk Plant 54 1 Yes

Kharklv Edible all Plant 821 10 Yes Yes Yes Work with
Fasma

Kharklv Milk Plant 450 Yes No changes to date

Komarovka Milk Processing 71 I Yes Yes Yes Yes

Plant

Company Employ # New % Cost Energy New Product Mktg Comments
Prod Reduce Savmg Packag IVlty Change

1st Sugar Plant Named after 340 2 I kg sugar Yes Work WIth Fasma

Petrovskly

BarvenkovsklY Food Plant 108 2 15% Yes Yes

Fasma 15 1 Yes Yes

Talfun 148 10 Yes Yes Yes Work WIth Fasma

Kolos Farm 78 On tour only one
week

KongressovsklY Sugar Plant 365 2 I kg sugar

Nadlya Agricultural Farm 387 10 Yes Yes

Novolvanovsk, Sugar Plant 450 I 1 kg sugar

Pervkhlnskly Sugar Plant 220 I I kg sugar

Roslnka 72 2 Yes Yes Yes

SavlnsklY Sugar Plant 850 I I kg sugar

Zmlevskoy Milk Plant 106 2 2030% Yes Yes Yes Yes Work "'Ith Fasma

Intertrult 120 ParticIpant left
company

Totals 3259 33
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Meat, Dairy and Edible Oils Study Tour
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Krasnogradskl Butter & 112 2
Cheese Plant

Kuplansk Milk Plant 600 4 Yes

Rogan Meat Processing 466 Yes Yes Yes
Plant

Solbozhanskl Agncultural 1250 Yes
Farm

Ukrainian Edible all Institute 133 Yes

Chuguev Milk Plant 55 Participant left
company

Kuplansk Meat Plant 174 Company closed

Kharklv Meat Processing 800 Company In
bankruptcy

Barvenkovskly Milk Plant 51 Plant temporarily
closed

Totals 5583 25

Changes Implemented by Partlclpatmg Compames

It IS our understandmg that the followmg changes are bemg Implemented

pt Sugar Plant Named after Petrovskly, Yun Simonenko, Marketmg Manager reported that the
followmg took place as a result of the study tour
1 With the assistance of Fasma, another tour particIpant, the company has deSIgned a new

company logo WhICh IS mtended to show that they have produced rugh qualIty sugar smce
1834

2 Currently, sugar IS packaged m plam, 50 kg sacks The company has deSIgned new sacks
WIth theIr company logo

3 The company has decIded to package sugar m small 1 kg packages A sample package WIth
the new logo was presented to CEI It wIll be Introduced In 1999 when there IS suffiCIent
sugar ThIS size package was avaIlable In SOVIet tImes, but has not been avaIlable In recent
years

4 The new small package lIsts the IngredIents In the sugar and shows how they compare With
the Ukramlan standard

5 A new company letterhead and busmess card have been deSIgned
6 The company Intends to market brown sugar, a new product for UkraIne Brown sugar IS

reportedly good for people With diabetes and other aIlments The packagmg has already been
deSIgned CEI has supplIed reCIpes sInce none are currently avaIlable m Ukrame

7 The company IS workmg WIth Kolos Farm, another tour partiCIpant, to obtaIn addItIOnal
sugar beet

Barvenkovskly Food Plant, Vlktor Pavlov, Director and Head Accountant and Vlktor
Uvarenko, DIrector and Head EngIneer reported on the followmg
1 Management realIzed that one person can be assIgned multIple Jobs ThIS IS helpIng Improve

productIVIty and reduce costs

Fmal Report - MTM ProductIVIty Study Tour Program for Kharklv, UkraIne Page 6



KongressovskJy Sugar Plant, Sergly Pognbnyak, Head of the FInanCIal Department reported
1 They plan to package sugar In 1 kg packages The smaller package WIll have the benefit of

greater customer convemence and the customer can be assured ofreCeIVIng an accurate
weIght

2 They are planrung a candy operatIOn In 1999 Trus wIll provIde the company WIth a value
added product wruch they can sell at a rugher pnce than raw sugar More Importantly, It WIll
enable the plant to remam open for up to 9 months per year, thus provIdIng employment for
the commumty

2 New energy effiCIent UkraIruan ovens have been purchased for the bakery and other
eqUipment IS on order

3 The costs of all theIr operatIOns were analyzed to reduce costs Unprofitable hnes have been
dIscontInued They expect to have a net 15% profit In 1999

4 As a result of the study tour, the company IS very Interested In produCIng croutons from the
stale bread that IS returned at the end of the day They feel tills IS a logical product In a
country that eats a large amount of soup

5 The company Intends to go Into the busIness ofmakIng potato cillps A buddIng has been
bUilt for tills purpose, but It IS now Idle due to the econOmIC cnsls

Fasma, Oieksly GonskIy, DIrector has been very actIve SInce returrung to KharkIv and reported
on rus activitIes
1 He wrote a chapter m the Techrucal Manual on PackagIng based on the mformatIOn seen
2 They are plannmg theIr own magazIne on packagmg and wants as much InfOrmatIOn on food

processmg as possIble
3 Worked with the Yun Simonenko at the 1st Sugar Plant Named after PetrovskIy to develop a

new logo and packagIng for sugar
4 At TaIfun worked with Vasyl Zaytsev on packagmg salads In cups and on packagmg for

pancakes These consIsted of two major cost studIes (30 to 40 pages each) Justtfymg the
technology needed

5 Worked WIth Oleksandr Radchenko at Kuplansk Milk to deSIgn new packagmg for mIlk and
kefir Sales Increased 10-15% due to the new package deSIgn They are also sellIng new
packagmg eqUipment to Kuplansk

6 Worked WIth Tetyana Volovyk at the KharkIv EdIble Od Plant to help mstall new French
technology for packagIng mayonnaIse In cups Fasma deSIgned the packagIng and sales
Increased due to the new deSIgn

7 Working on a large confidentIal project WIth an Amencan-owned farm In UkraIne
8 Working on a moderruzation project WIth another mIlk company that partIcIpated on a study

tour
9 Wants to be an agent for Flavor Systems InternatIonal, one of the US host comparues Iruttal

dIscussIOns have started on thIS project
10 Pubhshed an artIcle on the study tour In a Journal of the KharkIv InstItute of TechnologIes of

PackagIng (ITP) CopIes were maIled to eEl members
II Intends to publIsh a small report on the packagIng technology he learned In the US
12 In September 1998 presented a report of the study tour at NewbIznet to representatives of

ASSOCIatIOns throughout UkraIne
13 Together WIth Mr KISIlyov ofZmIevskoy Milk Plant, presented papers at the InternatIOnal

SemInar "Prodmarket-98" In Kiev The semInar attendance was 80 people
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Nadlya Agricultural Farm, AnatolIy Shkurko, Head Engmeer and hts management dIscussed the
benefits to theIr firm
1 Nadlya has mtroduced 10 new products seen m the U S
2 They currently produce more than 60 products and plans to expand theIr productIon by four

tImes
3 The company wIll sWItch to the Euro Jar over the next two years Currently they package

theIr products m glass Jars WIth pry top lIds
4 Anatohy Shkurko really lIked the technology seen m the US He was partIcularly mterested

m the enamel and stamless steel tanks used to store tomato JUIce that he saw at Ray Brothers
and Noble Canmng Company m Hobbs, IndIana where they only processed tomatoes The
tomatoes were half processed before bemg vacuum packed and sent to another firm for
further processmg The half-cooked tomatoes could then be cooked when reqUIred (1 ton
per Ih hour) The use of thIS techmque could lengthen the work year of the plant from 3 to 9
months

NovOlvanovsklY Sugar Plant, Kostyantyn Dlko, FmancIaI Manager reported that as a result of
the study tour, theIr firm plans to package sugar m smaller, I kg packages ThIS WIll have the
benefit of a lengthened work year and a htgher valued product

Pervkhmskly Sugar Plant, Igor Rud, Head Mecharuc was filled WIth new Ideas on hIS return
whtch were well receIved by hIS management
1 Mr Rud suggested packagmg sugar m smaller packages Management agreed to proceed

WIth the smaller packages smce they already had the packagmg eqUIpment ThIS they WIll do
next year A sample package from earlIer days was presented to CEI The package was
SImply labeled "Sugar" Although the small package wIll be more expenSIve, the company
plans to add ItS own logo and WIll work WIth Fasma on thIS project

2 The company wants to mtroduce new value-added products m order to mcrease profitabIlIty
and to lengthen the work penod

Rosmka, Rymma Chepyakova Owner IS currently Implementmg the new Ideas at her restaurant
and new supermarket

The owner currently has a food operatIOn that prepares and dIstnbutes food to 34 retaIl
outlets Products mclude pastry, smoked chIcken legs, vegetable salads and semI-firushed
products (filled pancakes, meat rolled m cabbage leaves etc) The study tour showed her
how to reduce the cost of thIS operatIOn

2 Rymma mtends to open a new 1,200 square meter (12,000 sq ft) supermarket SImIlar to
what she saw m the Uruted States It WIll be the first superstore m Kharklv The SIze of the
store WIll be more lIke a 1950-1960's U S supermarket It WIll carry a full vanety ofgrocery,
meat, produce, and bakery Items SImIlar to that ofan Amencan store The store IS projected
to open m March 1999 The eqUIpment has already been purchased and the store WIll be
attractIvely decorated and landscaped (an mnovatlOn m Kharktv) Rosmka has ItS own
financmg for thIS project

3 New salads are bemg offered by her company based on what she learned on the tour In the
US the stores sell salads by weIght, not by the mgredlents and she plans to use thIS techmque
Further expansIOn of the product lmes mclude meat stuffed pouches and meat wrapped WIth a
cabbage leaf
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SavlDsklY Sugar Plant, Viktor Loza, Process Engmeer reported that as a result of the study tour,
the company plans to package sugar m smaller packages No activIties have taken place so far
due to the poor econOmIC situatlOn at the plant

4 The store orgamzatlOn will be based on Ideas from the study tour
5 Rymma IS a member of the Kharklv OrgamzatlOn ofBusmess Women She has already made

presentatlOns to that orgamzatIon on her observatlOns from the MTM Study Tour She also
met wIth the Department of Agnculture to show her Video and the laboratory analysIs used m
the OhIo Department of Agnculture

6 Roslnka plans to use Amencan style marketmg m promotmg the new store They will use
specIal dIscounts for regular customers and advertise on Kharklv teleVISion TheIr plan IS to
estabhsh a brand name assocIated wIth quality goods and servIces ObViously, the new store
WIll carry a full hne ofRosinka products

7 Rymma has prepared a VIdeo of the tour and shown It to the KharkIv Oblast Agncultural
Department and others

Zmlevskoy MIlk Plant, VIctor KIsIlyov, ChaIrman of the AdVISOry COmmIttee was greatly
affected by the study tour program
1 The tour changed the way Mr KIsIlyov works He found It dIfficult to use all the mformatlOn

he gamed For example, the finanCIal systems work m the US and do not work m Ukrame
2 A hqUId plastIC botthng lme IS of greatest mterest The company IS working With Fasma on

thIs project
3 The company WIll mstall French eqUIpment ($2 mIlhon) for packagmg yogurt m plastIc cups

ThIs hne wIll start m February and wIll operate at hIgh prodUCtIVity
4 The enterpnse has been restructured and some people have been let go They are now hmng

people WIth hIgher quahficatlOns
5 They are bnngmg down theIr umt costs by 20-30% WIth the restructunng and lower utIhty

costs

Talfun, Vasyl Zaytsev, PresIdent and Oleg Sizonenko, DIrector of thIS aggressive fast food
restaurant cham have Implemented many Ideas gamed from the study tour
1 On the first of September 1998, Talfun mstalled facilIties to make salads the same as was

observed m the U S
2 The company IS working WIth the Kharkiv InstItute ofPubhc Catenng to work out a lme of

pastas and salads (wIth pIckles, potatoes, etc) In order to reduce costs, they will mtroduce
an automated lme for making, packagmg, dosmg and labehng salads They saw thIs
operatIon at Club Chef and were very Impressed They wIll have thIs facIhty m operatlOn by
September 1999

3 The greatest benefit from the study tour was m the area of marketmg and management
techmques

4 Ten new dIshes have been mtroduced as a result of the tnp These mclude watermelon and
salad decoratlOns

5 They are now gnlhng poultry and fish m one of theIr restaurants
6 They will use deSIgn Ideas learned on the study tour m the deSIgn of theIr new cafes
7 Became acquamted WIth IESC and had a volunteer help WIth theIr planmng
8 TaIfun took VIdeos of theIr tnp and purchased a cooking course on VIdeo whIch they have

shown to theIr staff They are considenng snndar VIdeos for Ukrame
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6 The tour helped prepared Mr KtsIlyov for makmg the tough decIsions that are necessary
without bemg afraid of the consequences

lst Kharklv Milk Plant, Vlctonya Marenych, Department Head reported the followmg took
place as a result of the study tour
1 They are workmg on Improvmg qualIty and reducmg power consumptIOn
2 They have changed their method ofmakmg cheese to Improve qualIty and reduce power

consumptIOn
3 The company IS now offenng chocolate flavored mIlk
4 A new low-fat sour cream product has been added
5 A new "Homemade" cheese has been added to the product lIne
6 A new computer system for momtonng their production system has been added
7 The have opened their own retaIl store where they are trymg new advertlsmg and marketmg

methods learned m the U S

Borovskoy Milk Plant, Oleksly Pavlov, Head Accountant reported on slgmficant changes at
their company
1 Borovskoy belIeves the benefits of the tour mcluded findmg ways for small mdependent

compames to survive under the noses of larger better financed compames
2 Mr Pavlov convmced Borovskoy management to adopt a company logo to dlstmgUIsh Itself

m the market Smce Borovskoy IS m the forest regIOn of the Oblast, It adopted the fox as ItS
logo

3 Startmg m November 1998, all Borovskoy products display the fox on the face of the
package It has helped Borovskoy establIsh ItS name and qualIty reputatIOn m Kharklv The
fox has caught on as a logo With KharkIv shoppers and Borovskoy would lIke to leverage
that mto additIOnal sales throughout the Oblast

4 As the economy Improves, Mr Pavlov sees Borovskoy movmg mto condensed mIlk and
pOSSibly expandmg ItS markets mto nearby Villages

Kharklv Edible Oil Plant, Tetyana Volovyk, Chief Technologist has had a slgmficant Impact on
her firm

Tatyana has held numerous employee meetmgs wlthm the plant to descnbe Improvements
that can be Implemented based on her observatIons as a participant m the MTM Study Tour
Due to the slow economy, Improvements which reqUIre capital have been put on hold

2 One of the key benefits of the tour for Kharklv Edible 011 was the wmtenzatIOn process usmg
ammoma observed at AC Humko m Columbus, OhIO Kharklv OIl IS workIng on developmg
a slmtlar process They would appreciate some additIOnal mformatIOn on the process If It can

be obtamed from Humko The new wmtenzatIon process could reduce costs conSiderably at
KharkIv ad

3 Based on observatIOns from the MTM Tour, KharkIv ad belIeves they need to change their
packagmg and advertlsmg Amencan products are much more dlstmctlve and consumer
fnendly than UkraIman products BUIldmg a "brand" Image IS easier m the U S because of
thIs KharkIv OlliS currently workmg With the KharkIv company Fasma to develop new
packagmg and advertlsmg to promote ItS products m more markets New packagmg and
advertlsmg plans are expected to be completed by the end ofMay
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KharkIv MIlk Plant, AnatolIy Bazyura, ChIefMamtenance reported that
I KharkIv MIlk plans to mtroduce new products but needs to purchase new eqUipment to do

It This they WIll do Just as soon they payoff some of theIr eXlstmg loans
2 They want to mtroduce new packagmg and are studymg the Impact on pnces and retaIl sales

4 Tetyana observed that busmesses m Ukrame needed to understand better theIr polItIcal
sItuatIOn They need to partICIpate m legIslatIOn to Improve theIr abIlity to get what they
need to be competItIve

5 The most Important part of the tour for Tetyana was the dIVISIon oflabor m the Umted States
and the attItudes of the workers In the U S workers are used to gIvmg mstead of takmg
They reqUire lIttle supervISIon and thus fewer ffilddle managers are reqUired to oversee each
task The employees are fleXible and work where needed, not lIke Ukrame where old
stereotypes stIll eXIst and the workforce IS less fleXible

Krasnogradskl Butter & Cheese Plant, Raylsa Manko, ProductIOn Department Head reported
on the actIVItIes of her plant
I Cheese productIOn IS the focus of all the processmg at KrasnogradskI Smce October 1998

(the date of the MTM Tour) the company has shifted ItS productIOn from ItS tradItIOnal
cheese to fat free and low fat products From theIr Amencan counterparts they had learned
they could get higher yIelds at lower costs by shIftmg to low fat products

2 The agmg process for the new cheese IS one month compared to two months from ItS
tradItIOnal product hne KrasnogradskI has not had a problem selhng ItS new low fat cheeses
It has helped the company meet ItS debts and remam m operatIon dunng these very dIfficult
times

Komarovka MIlk Processmg Plant, Vlktor Serglyenko, DIrector dIscussed theIr ambItIOUS plans
and actIVItIes
I Komarovka has two mam mitIatlves for 1999 whIch are a dIrect result of partIcIpatIOn m the

MTM Study Tour FIrst IS the consolidatIon of ItS productIOn facIlItIes Komarovka has a
small meat processmg operatIon on the OppOSIte SIde ofKharkiv which IS bemg consohdated
WIth the mam plant It currently produces canned meat m tm cans for export to RUSSIa and
for fillIng government orders (Army, etc)

2 The second ImtiatIve IS an expanSIOn of the daIry product hnes mto the manufactunng of
margannes Mr Serglyenko beheves they can procure a stable supply of raw matenals to
produce theIr own lIne of marganne at pnces that are competItIve WIth other major supplIers
This strategy WIll reqUire new eqUipment and some up-front capItal to estabhsh contracts for
supphes Fmancmg WIll come from pnvate sources as current bank rates make borrowmg
nearly ImpOSSIble

3 Komarovka currently markets ItS own lme of soft dnnks m plastIC bottles Its markets are the
Donetsk oblast and Cnmea resorts Komarovka wIll begm to market ItS soft dnnks m the
KharkIv regIOn to see If It can get acceptance

4 The meat operatIOn currently purchases tm cans from Kuplansk MIlk Plant As part of the
agreement, Komarovka IS prohibIted from producmg condensed mIlk Komarovka IS
currently seeking another source of tm cans closer to Its plant so that It can expand mto
condensed ffillk This move WIll reqUire very httle capItal mvestment and would be a natural
honzontal extensIOn of the company's product Ime
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3 In addItIOn to the new low fat/no fat cheese, Krasnogradsla has been able to Introduce, on a
lmuted basIs, a hne of cottage cheese AgaIn, acceptance has been good and the outlook IS
favorable If the supply of raw matenals can be sustamed or Improved

4 In the Umted States, dames pay a premIUm to supphers m order to maIntaIn a supply of raw
matenals year round Krasnogradskl IS expenmentIng wIth somethIng sImIlar They are
currently payIng theIr supplIers a prenuum to ensure a constant source of supply PayIng
above market pnce has help stablhze the supply, although It is far less than what is needed to
meet demand

Kuplansk Milk Plant, SVltlana Medvedyeva, Vice PreSIdent FInance reported that the follOWIng
took place as a result of the study tour

Upon return from the Umted States MTM Study Tour Kuplansk struck a deal WIth an ADM
soy suppher m Donetsk oblast for a supply of soy The contact was made as a result of
meetmg With ADM executlVes In IlhnOls As a result, Kuplansk IS now makmg a soy based
condensed nulk

2 AdditIOnal MTM Study Tour benefits mclude the mtroductlon of chocolate condensed mIlk
and the implementation of computenzed trackmg of costs throughout the plant (as observed
at SIG Comblbloc)

3 A new idea brought home from Amenca was to sell whey In one kilogram packages to
housewives for balang ThiS product has been well received and Kuplansk plans to expand it
further as capItal allows

4 The company has some additiOnal whey products m the approval process With Oblast
offiCials

5 Kuplansk WIll begIn the productIon of ice cream this summer It IS beheved that there will be
suffiCient supply of raw matenal at that tIme to make the venture pay for itself

Rogan Meat Processmg Plant, SVItlana Uhtska, Deputy Head of the Board reported
I Rogan IS changmg their coohng system to overhead coolIng SImilar to what was observed in

Amencan plants They have done the work themselves and have three chambers already
converted In February the eqUIpment WIll be tested and In March or Apnl they WIll use their
own coohng system The savIngs of $97,000 US wIll come from a reductIon of coollng
currently purchased from Kharkiv Milk

2 SVitiana has given semmars for 400-500 people about the study tour program
3 Rogan has added a second person in MarketIng after SVitiana returned to KharkIv, and

speCial emphaSIS has been placed on gettmg the proper traInIng
4 As part of consumer research (learned m the Umted States), speCialIsts from the plant go to

the Rogan kIOsks (Rogan has 24 kIosks) to talk to consumers They are gettmg very hIgh

pratse for their qua\lty, but agam, pnce IS a major ;ssue

Solbozhanskl AgrIcultural Farm, Yuny Tovstopyat, Head Econonust
After VieWIng Amencan management to employee ratIos, Mr Tovstopyat Improved productIVity
by transfernng two employees to another area of the farm Neither productiOn nor qUality has
suffered as a result of the moves

Ukralman EdIble Oil Institute, Tetyana Avdeyenko dIscussed the actiVItIes at her InstItute
followmg her return
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Background InformatIon

1 Tetyana held employee meetIngs when she returned from the Umted States to reVIew the
advantages Amencan compames have In competItIve markets One ofthe bIggest advantages
was theIr abIhty to estabhsh theIr brand name and target theIr customers WIth specIfic
marketIng plans

2 To aSSIst theIr member orgamzatiOns, the InstItute purchased Amencan marketIng software
The software helps busInesses develop annual marketIng plans The staff IS working on
translatiOns and sample marketIng plans for traImng their member orgamzatiOns

3 CEI dehvered a sample copy of the Bob Evans Farms 1998-1999 Market Plan Tills plan IS
beIng translated and wIll be used as an example of a well defined and successful Market Plan

Vehkoburluskll Cheese Plant, Anatohy Kovalyov, Chairman of the Board has had great and
slgruficant benefits from the study tour
1 Vehkoburluskn IS planmng two new hard cheeses and one or two new soft (processed)

cheeses In May 1999 dependIng on the supply of raw matenals
2 Vehkoburluskil has ordered vacuum packagIng eqUipment through a KIev dlstnbutor for

IntrodUCIng small consumer packages At present all cheese IS packaged In 7 kg wheels
3 The 1999 plan calls for slIced and wrapped products much the same as retaIl stores In the

U S market to consumers AnatolIy Kovalyov observed m the U S retaIl stores that whole
cheese sold for approXimately $8 00 per pound but when It was shced and packaged It sold
for $10 00 to $15 00 per pound Vehkoburiuskil WIll try to duphcate the Amencan pncmg
strategy as they Introduce the smaller vacuum packaged consumer products If successful,
tills could Increase revenues by as much as 50% WIth only a margInal Increase In expenses

4 A second use of the new eqUipment wIll be to replace the paraffin overwrap on the 7 kg
wheels WIth a vacuum package ThIS WIll reduce the drymg and agIng tIme by 3-5% It also
helps to reduce the product loss from poor paraffin seals The net result of the reduced agIng
and product loss IS the potential to mcrease the throughput by another 50-60 tons of cheese
per month WhIle thIS wIll be Impacted by the avaIlabIhty of raw matenals, Vehkoburluskll
should certaInly see some gam m 1999 revenues as a dIrect result of the use ofvacuum
packagmg The savmgs from ehmmatmg paraffin are approXimately $32,000 annually

5 Anatohy Kovalyov made labor Improvements at Vehkoburluskil after he returned from the
US A total of 50 pOSItiOns were ehmmated generatIng a savIngs of approXimately $185,000
m 1998 Based on observatiOns of US management practIces, Mr Kovalyov made each
department head responSIble for theIr sectiOn ThIS mcludes productIVIty Improvements and
Internally generated savmgs EhmmatiOn ofwaste was the first area tackled by the
department heads, and Vehkoburluskil now boasts ofvery httle waste m the productiOn
process

6 Due to Improved labor orgamzation and Increased productIVIty, the company had been able
to Increase productiOn, and therefore sales, by 20% Other changes WIll help reduce costs by
an addItiOnal 10%

7 The company IS planmng to add a new computer systems that wIll tie together the current
systems and thIs wIll allow them to Improve effiCIency
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Termmology
Several terms were used and dIscussed by most partICIpants
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1 Technology ThIs seems to apply to all levels of InfOrmatIOn, eqUIpment, recIpes, formulas,
etc It never apphed to computers or commUniCatIOns

2 Jomt Venture ThIs appeared to apply to all forms ofcooperatIOn With foreIgners Includmg
dIrect mvestment, productIOn agreements, sales arrangements, outsourcmg, etc

3 AdmmistratIOn ThIS IS the government of the Oblast, located m the CIty ofKharlav The
Kharlav CIty Council reports to the Oblast AdmInistratIOn The AdmInistratIOn appears to
have a dIrect Impact on most busmess actIVIties and IS mterested m controlhng the companies
For example, the Oblast approves products a company can produce and market SometImes
thIs mterest IS as a result of OWning shares m the company Some companies said they could
not develop theIr plans for 1999 smce the Oblast had not yet pubhshed theIr plans

All firms appear to pursue plans for vertIcal mtegratIOn Busmessmen are convmced tills IS
necessary for survIval The problem seems to be as much WIth taxes as anythmg else As a result,
the bUSInessmen do not specIahze to dnve down theIr costs For example, small sunflower
processIng and gram milhng operations are common SInce taxes are about 130% of profits there

IS httle IncentIve for Increased profits so long as the firm can survIVe

Newblznet
NewbIznet reported that relatIOns between the USA and UkraIne are not good as a result of the
lost Jobs due to the cancellatiOn of the UkraInian control systems for the nuclear power statiOns
gomg to Iran Therefore, USAID deCIded to undertake the Kharkiv Imtiative The Ukralman
government delegated the overvIew of the program actIVItIes to the Kharlav Oblast
AdmImstration The Oblast appomted consultant Edward SImpson as adVIsor who works WIth
Andy Blhun m the US Embassy All projects were stopped by Edward Simpson

Alexander Dudka has met WIth the Oblast AdmInistratIOn and they WIll make available, at no
charge to CEl, a hall for a semmar It IS Important that CEI do a good Job and make a good
ImpreSSIOn One fnendly reporter from the mass medIa WIll be InVIted The medIa has generally
been negatIve towards US programs

Mr Kolot remaInS In charge of the Oblast Department of EconomIC Development and IS domg a
good Job In the CIty of KharkIv, Yevgen Nazarov, Deputy Mayor IS now very Important and Mr
Anatohy Dulenko, CEl's former contact person on the CIty CounCIl, handles only mvestment
projects Mr Dulenko was formerly CEl's contact person

In August 1998 there was an economic cnsis m RUSSIa and UkraIne In Ukrame, 52% of the
compames are closmg and the average wage has dropped from $120/month to $40/month
InflatIOn IS about 5% per month and Interest rates about 80% per year PreSIdential electIOns are
cOmIng up tills fall and the government has started pnntIng money InflatIOn and Interest rates can
only nse' People are now shghtly less OptImIStIC about the future than before the current
econOmIC cnSIS

eEl needed to pay Newblznet the balance due for conductIng the selectIOn semtnar and tills was
done In addition, It was necessary to pay for pnntmg the technIcal manuals Some ofthe cash
had been hand carned and the balance was obtamed at Kharlav banks through Visa transfers
There was a small charge for thIS service, but It IS certainly more satIsfactory than carrymg large
amounts of cash to Ukrame
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Newblznet now has offices m the followmg UkraIman cItIes LVIV, Rtvne, Odessa, Mykolalv,
Kerson, Zaponzlna, Donetsk, Kharklv, Kiev and m Cln smau, Moldova

Energy
Energy is a major concern to all Ukramian compames smce itS cost is so lngh Many compames
have mvested m more energy effiCient eqUIpment or had taken other steps to reduce energy costs
One of the energy savmgs measures was to aVOId heatmg office areas As a result, many meetmgs
and meals were held m rather cold surroundmgs

Techmcal Manuals
The two TechnIcal Manuals had been completed by Newblznet eEl decIded to prmt 10 sets of
color manuals and 190 sets of black and whIte Newblznet eventually decIded to pnnt the
manuals m-house Color copies were given to the Oblast (2 sets), TIm Dubel (USAID), Leland
Cole, James SIlberman A dlstnbutIOn lIst for manuals was left with Newbiznet and they wIll send
out letters and copIes

The Kharktv Oblast currently gets 800 tons ofraw mIlk per day More than 4,000 tons of
raw mIlk are needed daIly to meet the capaCity of the oblast daIry plants It is pOSSible that
some ratIOnalization IS called for If cash were paId for the raw matenals, supply would
probably mcrease by 40% or roughly another 320 tons per day

Meat Some compames report a shortage of meat wlnle others do not Part of the problem IS due
to a shortage of animals smce the herds have been depleted to raise cash The major problem
appears to be lack of cash to purchase the meat There are more than 140 illegal meat
processmg plants m Kharktv alone wlnch reportedly pay cash The legal compames cannot
afford to pay cash and thus the Illegal ones buy up the meat supply The local authonties are
well aware of these Illegal firms but are reluctant to close them down There also may be
some problem concermng the cost of meat due to VAT CEI was not able to confirm or
understand tlns

Page 15Fmal Report - MTM ProductIVity Study Tour Program for Kharkiv, Ukrame

Raw Materaals
Throughout the followmg dISCUSSion there is much reference to the avaIlabilIty ofraw matenals
Sugar For all sugar compames, 1998 was a very bad year due mamly to the dry weather The

harvest was very low and UkraIne dId not even produce enough sugar beet to meet ItS
mternal needs Thus the plants could sell all the sugar they could produce Most sugar
companies do not pay the farmers directly for the sugar beet Rather, they process the beet
and retam a percent, usually 40%, for their service As a result, the sugar plant ends up
competmg wIth ItS suppliers Moreover, sugar pnces from the farmers are not regulated, but
pnces from the plant are ThIS enables the farmers to undersell the plant and makes It
Important for the plant to dIfferentIate ItS products

MIlk Most daInes are havmg difficulty gettmg enough raw milk Part of the problem is that they
are often short of cash to purchase mIlk Moreover, when they do pay the farmer, the cash
goes mto the farmer's bank account Smce most farmers are m debt to the bank or
government, the money is wIthdrawn from the account to pay those debts and the farmer
does not see the cash A thIrd reason for the low mIlk supply IS that cows on collectIve farms
produce only 10% of the mIlk pnvately owned cows produce ThiS IS mamly due to the lack
ofmcentIve for the farmer to produce more mIlk
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FruIts, Vegetables, Other Farmers are short of cash wIth whIch to purchase fertIlIzers Therefore,
theIr yIelds suffer

EdIble OIls - Sunflower seed OIl Ukrame currently produces, accordmg to the EdIble ad InstItute,
I 5 mtllIon tons of sunflower seeds In 1998 they exported one mtllIon tons and are
processmg the remammg amount m Ukralruan plants Weather permIttmg, Ukrame could
produce nearly 2 5 mIlhon tons of sunflower seeds m 1999 ProductIon reqUIrements at 011
producmg plants m Ukrame could use all of that amount

Update on Economic Conditions at the Plants

1st Sugar Plant Named after Petrovskly Last year the company worked only 40 days but It
needs to work 100 days to be profitable In 1995 the company produced 32,000 tons but m 1998
produced only 14,000

The company helped the farmers by supplymg two harvestmg machmes However, the farmers
produced less beet due to the hot and dry weather, a lack of fertIhzers, and a deSIre to grow gram
rather than sugar beet

Due to the poor harvest, a nelghbonng sugar company dId not work at all m 1998 Ukrame has
too many sugar plants and these need to be ratIOnalIzed Nevertheless, all the sugar comparues
are prepanng for 1999 when they hope the harvest wdlImprove

The company IS located m a small town and IS the only employer for the local populatIon It also
produces molasses, whItmg for whIte washes, and operates a small bakery and sunflower seed
processmg urut

Barvenkovskly Food Plant The company has not mstalled new technology but there were many
small thmgs they hked ProductIOn IS down due to the economic cnSIS and the firm must reduce
employment by 40%

The company has a bakery whIch produces 2,000 Items/day A separate operatIOn IS a sunflower
seed processmg faclhty that IS qUIte old Macaroru IS produced on two slow machmes m another
faCIlIty There IS a botthng lme for fruit JUices which was Idle when we vIsited m January The
company bottled some water from a local well Although there IS a good profit margm m bottled
water, the firm IS havmg trouble findmg cash to purchase empty 2 lIter plastic bottles They
expect to restart thiS operatIOn m Apnl and market the product m Kharkiv

Two weeks after they returned from the study tour, they held a press conference and semmar for
about 30 people m the area, mcludmg local Rayon offiCIals They showed theIr VIdeo and other
matenals collected

A lack of cash and methods offinancmg IS a major problem for the company Interest rates are
80% per year As a result, they are lookmg for mvestors Although eEl IS not m a posItion to
find mvestors, It offered to review an EnglIsh language verSIOn of theIr busmess plan
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Kolos Farm operates SIX small retad stores and one cafe They employ 120

The harvest last year was very poor due to the drought and a lack of fertIhzers Despite the fact
that they had orders for 4-5 months of productIOn, the plant operated Just 28 days As a result It

InterfrUlt. InterfrUlt was not mtervIewed because they are m a drfficult financIal posItIon as a
result of the financIal CrISIS m RUSSIa Alma Zhylma IS no longer wIth the company

The bakery employs 16 plus two dnvers They operate 3 srufts/day and make 1,500-2,000
loaves/day m Turktsh ovens They sell to small shops m the area and can adjust to the needs of
the local customers
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Kongressovskly Sugar Plant Tills plant IS located northwest ofKharlov near the RUSSIan
border We talked WIth the plant dIrector and he was very pleased With the study tour program
The plant shares the factory WIth the local collectIve farm With whom they work closely and they
are the only employers m the Village There IS a RUSSIan sugar plant nearby WIth whIch they have
a good worktng relatIOnshIp

We toured the farm area where eqUIpment was bemg repaired Spare parts can easdy be obtamed
m five days Ifyou have cash In one of the farm bUIldmgs we were surpnsed to find a very large,
new, bnght red Massey Ferguson tractor and combme There was also sImtlar eqUIpment from
Germany ThIs apparently had been obtained from a large government program to help the
farmers and Kolos Farm was the only pnvate farm to partICIpate

Kolos Farm IS now rentmg land from the peasants and wdl soon be farmIng 3,500 hectares (8,648
acres) He felt that the farmers were probably not producmg enough, but the mam problem was
mefficlent processmg plants

Kolos Farm Due to pressmg busmess problems, Oleksandr StrogIy, Owner, had to return to
Ukrame early and partIcIpated m only one week of the study tour However, there were some
thmgs of mterest to hIm although the technology was generally the same

Taxes are a major concern and there are 25 dIfferent taxes to pay Smce the tax burden IS so
great, the government has deCIded not to collect VAT for five years ThIs wdl allow the farmers
to accumulate cash for expansIOn There IS also a two-year land tax hohday Last year the
company paId 78,000 Hr ($22,000) m VAT

As with most compames, they feel they must not speclahze on order to spread their nsk The
company grows gram and has one bakery They are now lookmg for a small mIll to grmd gram
Trus wIll have a two-year payback They grow sunflower and want to mstall a small 011
processmg plant They have a large number of hogs and are considenng a meat processmg
operatIOn

Fasma Mr Gonskty stIll cannot beheve how useful and valuable the study tour was It opened
rus eyes to many new possIbIhtIes and a new understandmg of the worktngs of a market economy
What they saw m the US proved that he was correct m pusrung for volume productIOn
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operated at a loss of351,000 Hr ($99,000) and produced only 4,533 tons of sugar In 1998, the
Ukramlan sugar mdustry operated at 1995 levels

The plant processes sugar for farmers m the area It does not pay cash for the sugar beet, but
returns 60% of the sugar to the farmers and keeps 40% Therefore, the plant ends up competmg
wIth the farmers

The plant operates at a hIgh processmg level and IS retnevmg 83% of the potentIally avaIlable
sugar m the beets When the plant IS not m the workmg season, they employ 30-40 In February,
the plant closes except for secunty and management

Serguel Pognbnyak returned to Ukrame WIth many new Ideas, and presented the Ideas to the local
management However, due to the economIC cnsIs, the company has lIttle cash for expansIOn

Nadlya Agricultural Farm The company IS a large processor offrUlts, vegetables and fruIt
JUIces A vanety of these were sampled m the laboratory These mcluded bernes ofvanous kmds
and JUIces, mcludmg pumpkm The tastes were generally unfamIlIar to an Amencan pallet In
addItIOn, the company has a large vodka productIon operatIOn

The company IS mterested m marketmg Its products to the US It reahzes that It WIll have to
change the packagmg from pry top hds to screw top hds and thIs It IS plannmg to do CEI felt
that taste tests of the products should be conducted before more marketmg actIVItIes were carned
out Four samples were brought back to the US for samplmg

The company IS mterested m gram mIlls and m the productIOn of hard cheese There IS as much as
50 tons of mIlk per day avaIlable m the area There IS also a largely untapped market for dIet
foods, mcludmg dnnks The firm wants to go mto food for chIldren aged 3-15 and asked eEl to
help find technologIes, VIdeos, and trends There IS also a market for nce WIth meat and nce WIth
fish They plan to add new hnes for soft dnnks and bottled water CEI was asked If there IS a hne
analogous to Tetrapak If there IS, there IS mterest m a lme for mIxed products such as mIlk,
JUIces, etc They need to process 3,800 tons/hour

After meetmg WIth the company, we met WIth the local Rayon offiCIals where there were many
questIOns about the study tour program They felt the only products that were profitable m the
area were gram, sunflower seeds and bottled water

NoVOIvanovsklY Sugar Plant The plant has had a dIfficult year and new dIrectors wIll be m
place m March They want to extend the workmg year by 4-5 months Therefore more value
added products wIll be added

Pervkhmskly Sugar Plant Upon hIS return to Ukrame, Mr Rud had trouble adJustmg He had
too many new Ideas and thmgs to do In fact, he had dIfficultIe'i WIth hIs management over thIs
pomt One of the benefits of the U S tour was that Mr Rud came to realIze that U S managers
were allowed to make deCISIons for themselves

The economIC cnsIs m RUSSIa has also affected Ukrame The energy pnces are much hIgher but
unfortunately the pnce of sugar has held constant - squeezmg profits For example, they have had
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Rosmka CEI offered to provIde Rosmka wIth a U S contact at Tyson Foods

Vlktor Loza remarked that he hked the Amencan finanCIal systems and the OhIO State FaIr

Upon hts return from the study tour the DIrector consolIdated hts notes and plans to put the Ideas
mto operatIOn as soon as the plant IS operatIOnal

to barter sugar for electnclty Last year they worked 33 days and produced 67 tons of sugar
Thts IS one thtrd of theIr past productIOn levels The breakeven pomt for the plant IS 62-63 days
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BarvenkovskJy Milk Plant The daIry IS temporanly closed for remodelIng The Drrector has
been able to pay down part of the company debts and IS trymg to survIve TheIr mIlk IS bemg
processed by another daIry

The second, and equally as troublesome problem IS a lack ofworkmg capItal WIth reduced
productIOn It IS dIfficult to determme when there WIll be suffiCIent workmg capItal to purchase
addItIonal supplIes

lst Kharklv Milk Plant 1sl Kharklv MIlk has run mto some very dIfficult problems smce
VIctonya returned to Ukrame Due to the economIC cnsls, the plant IS now workmg Just 1-2 days
per week The problem IS a lack of raw mIlk smce there are fewer cows and the company IS short
of cash The plant has a capaCIty of 300 tons per day and It IS recelvmg only 5 tons per day As a
result, productIOn IS only scheduled for one day per week Most dames have speCIfic dlstncts
COmmItted to them for raw mIlk, but 1sl Kharktv MIlk does not have such a commItment and must
therefore compete every week for ItS supplIes

SuggestIOns for future programs
1 They would lIke to have an mtern program for 5-6 people from one firm (eEl comment thIS

would be extremely dIfficult and expensIve to Implement) Mr Zaytsev noted that thIS was
done m the Marshall Plan days, but not to the knowledge of James SIlberman

2 There should be a follow-up program

Zmlevskoy Milk Plant The supply ofraw matenals IS very low Farmers' yIelds get lower and
lower every year MIlk IS bought for cash but most plants don't have the cash to buy The
collectIve farms have large debts and only the pnvate compames have cash for purchases

Talfun The DIrectors were very Impressed WIth Amenca m general and speCIfically WIth the fast
food busmess where they made partIcular note ofDenny's Although they looked m the US for a
better way to produce thtn pancakes, they were not able to find one In fact, CEI belIeves there
may be a market for Ukratman pancakes m the US Tatfun felt that new technology was dIfficult
to transfer smce the busmess envIronment IS so dIfferent

SavmskJy Sugar Plant We VISIted the faclhtles and were shown three sugar processmg
machtnes, the laboratory, and sectIOns of the processmg plant The operatIOn of the plant,
mcludmg the receIpt and shtpment of products by raIl, was explamed m detaIl
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The Plant has decided to go mto the productlOn of sunflower od and has bUilt a small processmg
plant Next season they Will be m competltlOn With their neighbor, BarvenkovsklY Food Plant In
order to obtam seeds, they plan to rent land on which to grow sunflower

Borovskoy Milk Plant Borovskoy IS a small dairy located m a somewhat remote area of the
Oblast There IS a large, more modern plant nearby wmch IS completely Idle

Of all the compames vIsIted, Borovskoy probably has the most aggressive plans to expand theIr
local markets They seem to have a more entrepreneunal spmt towards expanslOn usmg
techruques learned on the tour Strategy planmng for such a roll-out has already begun assummg
the economy wdl begm to recover before the end of the year TIme WIll tell If that predIction wdl
hold up

Chuguev Milk Plant Upon hIs return to Ukrame, Mr Dokuchayev found that the company had
new ownersmp and that all Directors were replaced The new Directors were not mterested m
learmng the mformatlOn that had been obtamed by Mr Dokuchayev

Kharklv Edible 011 Plant The VISit began With a meetmg With Alexander Vasdenko, ChaIrman
ofthe Board for Kharklv Edible Oils Mr VasIlenko was very supportive of applyIng US
techruques In management and marketIng at Kharklv EdIble OIls Tetyana was promoted to Chief
Technologist upon her return from the Umted States

Mr Vasdenko summanzed the deSires ofKharklv Edible OIls to find aJomt venture partner With a
company m the Umted States He IS mterested In dlscussmg any form of mvestment With an
Amencan company mcludmg francmsmg, dlstnbutlOn, or pnvate label packagmg Wmle Mr
VasIlenko was Interested m promotIng Kharklv OIl mayonnaIse, It was explamed that the short
shelf lIfe (Ukrame does not use preservatives) would be a detnment m trymg to develop an
Amencan market for their products A better fit might be Kharklv Od's dessert margannes which
could easily command a premlUm m US health conscIous gourmet markets

Kharklv Meat Processmg Plant This plant was forced mto bankruptcy shortly after Olena
returned from the Umted States She was unable to make any suggestIOns to Improve operatIOns
based on what she observed m the U S meat processmg plants She IS hopeful that new mvestors
wIll be found and that the plant wIll reopen

Accordmg to Ms Ohynyk, the company finances were msufficlent and borrowed funds were not
used wIsely There are more than 500 meat cooperatIves m Kharklv so raw matenal was not a
factor m the bankruptcy proceedmgs

Kharklv Milk Plant Kharklv Mdk needs time and finanCIng As a result of the economy they
have lost productlOn and specialists Smce returmng to KharkIv, Mr Bazyura reports that
Kharktv Mdk has laId-off 150 employees and now has 350 to 370

Komarovka Milk Processmg Plant Komarovka currently has 88 employees The dairy
receIves 10-17 tons or raw mdk per day Dependmg upon the dady delIvery, anywhere from five
to fifteen employees are used to complete the days processmg ProductIOn for the soft dnnks and
meat plant are separate from the daIry
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In addition to the daIry, Komarovka has 4 retad stores, 1 cafe, and 2 kiosks to sell ItS products

Rogan's mam competItors are located m the Sumy and Poltava Oblasts TheIr pncmg IS SImIlar
and Rogan can compete If they estabhsh a brand name

KupJansk Meat Plant The Kuplansk Meat Processmg Plant was closed when Vltahy Kozyryev
returned from the study tour and therefore there IS no report for thIs company

Accounts Receivable IS a problem Nonpayment has mcreased steadIly In the 2nd half or 1998 as
the economy has gotten worse Rogan needs the cash to buy raw matenals and pay ItS expenses
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Rogan IS trymg to deCIde how to compete WIth the 140 small unauthonzed meat producers m the
KharkIv area These firms do not pay taxes and keep pnces low Recently the Oblast agreed that
stncter standards should be enforced on these Illegal firms

About 30% ofthe company's sausage IS now smoked They are able to make 5 tons of hot dogs
per day, but currently produce only one ton They purchase additIVes and flavonngs from a
Czech firm

Rogan Meat Processmg Plant Rogan IS currently working WIth the Baron's Group on the
USAID-funded program for Enterpnse Restructunng In Ukrame Marketmg, whIch WIll be
mcluded In the restructure - It IS one of theIr major weaknesses

Kuplansk Milk Plant When Mrs Medvedyeva returned to Ukrame, Kuplansk had a lot of debt
that It owed ItS collectIve farm These debts were paid off allowmg Kuplansk to buy raw
matenals from non-collective farms The quahty of the mdk supply has Improved, and Kuplansk
has Imtlated market-based pncmg (slmdar to that used m the US) to ensure a contmuous supply

Kuplansk receives 30 tons ofraw mdk per day whIch IS roughly ~ oftheir ffilmmum needs As a
result, the mIlk IS stored untd they have suffiCient quantity to begm productiOn - usually every
other day

Late m 1997, Kupmnsk purchased SwedIsh eqUipment for packagIng long shelf-hfe ffillk (Tetra
Pack) The loan for that eqUipment must be repaId m 1999 Repayment Will mean delaymg some
of the MTM Study Tour benefits untIl 2000 - such as the mtroductiOn of a full hne of yogurt

KrasnogradskI Butter & Cheese Plant KrasnogradskI has been hffilted by the same problems
whIch Impact the rest of the Oblast - namely a lack of raw matenals and a very soft economy
The plant currently receIves 4 tons of raw matenal per day or roughly 1/1 Oth ofwhat IS needed to
meet the demand for ItS products As a result most of the plant remams Idle They have 100
employees

Mr Serglyenko observed that manufactunng personnel work 2-3 times harder m U S than m
Ukrame Dunng the tIme spent m the U S some compames went bankrupt Many other
compames are on the verge of bankruptcy Dames should work qUickly to fill the vOld so they
can ensure supphes
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Demand for meat products IS declImng, probably due to the economIC SItuatIOn Raw matenals
contInue to be a problem SInce the poor farmers have slaughtered much of theIr cattle The Illegal
firms are able to pay cash of the raw matenals and thus there IS less for the legal firms

Solbozhanski Agricultural Farm Solbozhanski has made few Improvements SInce returmng to
UkraIne The MTM Tour was unable to schedule a tour of an Amencan farm

The economy IS much worse now than when Mr Tovstopyat left for Amenca WIth less cash
avaIlable to purchase hogs and the number of meat proceSSIng company faIlures, Solbozhanski has
had to look In other oblasts for potentIal customers Some pIglets are beIng sold to RUSSIa In an
effort to expand bUSIness SInce Solbozhanskiis close to the RUSSIan border, RUSSIan buyers send
trucks to the farm tWIce per month to pIck up pIglets

The farm was started m 1929 It opened Its mam office buddmg m 1932 The VIllage, conslstmg

mostly of farm workers, began m 1973 A large celebratIOn IS scheduled tills summer to
commemorate the 70th annIversary of SolbozhanskI Agncultural Farm At present, the farm has
8,000 hogs at the breeder farm (headquarters locatIOn) and more than 100,000 hogs at the maIn
farm Each hog IS kept In an IndIVIdual stall Watenng, feedIng, and cleamng of the hogs IS
automated (some methods and eqUIpment are outdated but stIll In very good workIng condItIOn)

SamtatlOn at both farm locatIons IS excellent Employees are reqUIred to shower and dress In
clean sanItIzed clothIng each day The farm proVIdes the shower, dreSSIng rooms, and clean
umforms and shoes The stalls are hosed down automatIcally throughout the day to wash away
excrement and other matenal whIch may Infect the hogs - a samtizer used to be applIed In the
water but was dIscontInued several years ago to reduce costs Walkways between and WIthIn
bUIldmgs are cleaned three tImes a day

SolbozhanskI has three types of hogs, Large WhIte, Landros, and Urock Each produces dIfferent
YIelds, and IS sold Into a dIfferent market

From mfancy, the hogs are fed for approXImately 200 days or untIl they reach 112 kg (246 lbs )
To feed all the hogs at Solbozhanski Farm some 150 tons offeed IS used per day An adjOInIng
feed proceSSIng plant, owned by another cooperatIve, supplIes the feed Dunng the off-season,
feed arnves by ratl and IS transported to Solbozhanski by means of elevators and conveyor belts

Solbozhanski operates a small meat processmg plant near the mam farm It produces canned
meat, smoked meat, smoked pIglets, and ItS own sausage Pnor to October 1998, mne people
worked m the plant

UkralDlan Edible 0 .. Institute The InstItute IS State funded but IS expected to earn most of
theIr operatmg budget themselves by chargmg theIr members for servIces It has 120 employees
servIng 25 member compames The smallest member has the capabIlIty of processmg 200 tons
per day and the largest can process 1,200 tons dally The 1999 operatIng budget of the Kharkiv
faCIlIty IS approXimately $300,000 The member compames look to the InstItute to develop
busmess plans, feaSIbIlIty studIes, research and other forms of support to keep them cOmpetItIve
WIth European and RUSSIan producers
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Semmars

Ukralruan EdIble OIl InstItute IS currently workmg on restructunng Ukralruan edIble oIl plant
refirung processes to meet European standards

Vehkoburluskll Cheese Plant VelIkoburluskll produces whole mIlk, lactose, cheese, butter,
kefir and sour cream The company had 322 employees at Its peak of productIOn It now
employs only 70-80 dependmg on the avaIlabIlIty of raw matenals

Tour Semmars
SemInars for tours 1 and 2 were held at the NewbIznet office on Saturday, January 30 and
Sunday, January 31 The purpose of these semmars was to have the tour members share theIr
post-tour expenences and to gIve CEI a chance to hear from the comparues they had not been
able to VISIt The comments by the partICIpants are mcorporated m the company dISCUSSIOns
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A dISCUSSIon of the current econOmIC SItuatIOn and the potentIal for a satIsfactory return to
mvestors left lIttle hope that fundmg could be found Accordmg to the estImates of the capacIty
of the new and proposed KharkIv plant, the three plants combmed could consume all ofUkralne's
current supply of sunflower seeds and sIxty-five percent of all potentIal supply That would leave
the 25 member comparues of the InstItute WIthout suffiCIent quantItIes of raw matenals and force
them mto seekIng alternatIve seeds for processmg such as soy

Upon returrung to KharkIv, Mr Kovalyov concluded an agreement WIth a BelgIan company to
supply powdered fat-free cheese to the BelgIan processmg plant VelIkoburluskll wIll take theIr
product, process It mto a powder, and delIver It to the BelgIans who WIll then reprocess the
powder mto firushed goods from theIr own plant The contract IS for $260,000 and the BelgIans
prOVIde the eqUIpment reqUIred by VelIkoburluskII to meet the agreed upon amounts Because
cash IS so cruCIal m Ukrame, the BelgIans prepaId 52,000 OM m operatmg capItal ThIs allowed
VelIkoburluskII to acqUIre the supply of raw matenal to meet ItS cOmmItment

SuggestIons for future programs
1 VlSltmg two comparues per day IS too many
2 They would lIke to work longer WIth a specIalIst at each company
3 There were to many subsectors on the tour The tour should be splIt If there were multIple

subsectors
4 TIme could be saved WIth a set of standardIzed questIOn (employment, sales, etc) whIch

mIght be answered ahead of tIme
5 They wanted to see supplIers such as farms
6 A loudspeaker system would be helpful m nOISY surroundmgs

The InstItute IS currently seekmg fundmg ($25-60 mIllIOn) to buIld a new sunflower seed
processmg plant m KharkIv CargIll, a US company IS bUIldmg a new plant m Donetsk capable of
producmg 300,000 tons of sunflower od annually Last year, the InstItute helped desIgn a new
plant also capable ofproducmg 300,000 tons of 011 per year for a partnershIp between Glena and
Cltreon (European fundmg) The proposed KharkIv plant would employ state-of-the-art
technology and be capable ofproducmg 1,000,000 tons offirushed product annually, SImIlar to
what Tetyana saw when she VISIted ADM
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The participants were given the followmg questIOnnaire by the Oblast AdnurustratlOn

QUESTIONNAIRE
To represent the results of the MTM ProduCtIVIty Study Tour to the USA at the senunar held m
the RegIOnal State AdmIrustratlOn on February 2, 1999

1 What technologIcal processes learned m the Uruted States do you plan to mtroduce at your
plant?

2 What are the terms, costs and sources offinancmg for the planned mtroductlOn of the
Amencan technologIes?

3 What wIll be the advantages of applIcatIOn of the Amencan technologIes at your plant?
4 How do you estImate the readmess of Amencan compames to partIcipate m creatIOn of a

Jomt venture WIth your company?
5 Are you mterested m vIsItmg the USA addItIonally to establIsh new contact~ and receIve

addItIOnal mformatIOn? What specIfic questIOns are you mterested m? What IS the necessary
duratIOn of the tour?

6 Are you ready to VISIt the USA for gettmg addItIOnal knowledge at the expense of your
company?

7 What changes can be mtroduced mto the MTM ProductIVIty Study Tour m order to Improve
Its effiCIency?

8 Name of the company, mam actIvItIes

Oblast Semmar
On Tuesday, February 2, a semmar was held at the KharkIv Oblast AdmlrustratlOn The purpose
of the semmar was to mform Oblast offiCIals about the MTM ProductiVity Study Tour Program
Members of the Oblast AdnurustratlOn, Kharktv City CouncIl and press were mVlted as well as all
the partICIpants (most of whom were m attendance) The meetmg lasted more than two hours
Alexander Dudka acted as moderator Leland Cole gave an mtroductory talk covenng the
background of the program and the selectIon process SIX partICipants made presentatIOn on the
program from the perspective of theIr mdustry There was a short questIOn and answer penod
after each talk At the conclusIOn of the meetmg two Oblast officIals gave short talks about the
Importance of the program and the need for the partICIpants to dIssemmate the mformatIOn to
others m theIr mdustnes Techmcal Manuals were dIstnbuted to the Oblast offiCials and to the
partiCIpants

After the meetmg, the reporter mtervlewed Leland Cole and a complImentary appeared m the
Thursday edItIon of the Evenmg KharkIv

Fmal Report - MTM ProductIVIty Study Tour Program for KharkIv, Ukrame Page 24



3. Overview: Fruit, Vegetable and Sugar Study Tour
(August 5 to September 1, 1998)

Some of the partICIpants expressed senous mterest m purchasmg Amencan products and
eqUIpment The Tour Consultant has agreed to facIhtate commurucatIOns between the UkramIan
and Amencan comparues

The SItes VISIted were carefully selected to meet the dIverse needs of the group Smce the tour
group represented three dIfferent subsectors, each partICIpant VISIted some plants that were
outSIde theIr area ofmterest Nevertheless, there was much to be learned on every VISIt smce
management, marketmg and dIstnbutIOn tOpICS were common to all

Dunng theIr stay m the US, the group VISIted 15 food processors, 2 dlstnbutors, 2 retatlers, I
exlnbItIOn,2 eqUIpment supphers, 1 trade aSSOCIatIOn, 1 government agency, I uruversIty (3
lectures) In addItIon, they heard lectures from five experts on varymg subjects A descnptIOn of
the mdIvidual host orgaruzatIOns IS mcluded m tills report As a result, the partICIpants were able
to get a very broad VIew of theIr mdustnal subsectors
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The study tour group mcluded 15 partIcIpants plus two mterpreters and one technIcal wnter
Under the dIrectIOn of the Tour Consultant, the group of 18 VISIted 24 orgaruzatIOns over a five
state area The SIze of the group was economIcally most effiCIent It would have been dIfficult to
arrange VISIts for a group of 20 or more, whIle a smaller group would have mcreased the cost per
partIcIpant Due to budget hmItatlOns, the tour area was restncted to OhIO, MIchIgan, IndIana,
IlhnOls and Kentucky ThIs was qUIte adequate for fruIt and vegetable processmg However,
smce most sugar processmg IS done m Wlsconsm and MInnesota, the budget restnctIOns hrntted
the number of sugar plants that could be VISIted Ideally, the sugar group should have had Its own
mIm sub-tour

The purpose of the MTM productIVIty study tour program for Kharktv, Ukrame program was to
gIve nse to a rapId and VIsIble mcrease m hvmg standards for the Ukratruan populatIOn as a whole
by mtroducmg key Ukratruan managers m key mdustnal subsectors to modern management,
technology and marketmg methods m the U S ImtIally the Center for Econotnlc ImtiatIves (eEl)
selected the FruIt and Vegetable processmg subsectors for the first tour m order to Introduce the
benefits of the Marshall Plan approach to these two mdustnes After consultatIon WIth
government offiCIals m Kharklv, Sugar processmg was added although It was not mcluded m the
budget All three of these subsectors produce products that are baSIC to the needs of the
Ukratman populatIOn

The length of each VISIt was determmed by the host company In almost all cases, the VISItS were
scheduled to last three hours and were planned for the mornmg or the afternoon At each SIte
there was a short mtroduction by management followed by a tour of the facIhtles A questIOn and
answer penod followed In almost all cases, thIS was an extremely hvely seSSIOn and extended far
beyond the Irutial schedule The U S hosts were extremely generous WIth theIr tIme and
mformatIOn The enthUSIasm of the partICIpants rubbed off on the host compames and many
offered to host future programs
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There was considerable press coverage of the study tour Both major Cmcmnatl daIly newspapers
carned stones One of the mam local TV stations covered the tour three tImes, once on theIr
mam evemng news

At the conclUSIOn of the study tour each participant was mterviewed m depth to record what they
had learned and to measure the potentIal Impact of the tour on theIr mdlvldual firms CEI was
pleased to learn that all had concrete plans to mtroduce productIVIty Improvements to reduce theIr
costs of productIOn, add new products to theIr lmes and mstitute management changes Typically,
the firms felt that the new products would lead to sales mcreases ofup to 50% The partIcipants
estImated that the techmcallmprovements would result m cost reductIOns of up to 30% These
and management changes would lead to mcreased profitabIlIty of about 20% These findmgs are
summanzed m the followmg table and recorded m SectIOn 16 entItled "EvaluatIOn by Tour
Members" Note a blank entry m the table mdicates that the subject dId not anse m the mtervlew

Summary of PrOjected Program Benefits from the FrmtNegetable/Sugar Tour

Compan, Re\enue New Cost Profit EqUIpment
lnrrp"~p< PrnA"nt~ ~., mn~ P,-Jr;h".p~

FruIt Industn
Interirult 40 50% VlIth neVI SIX neVI vanetles Fla\onngs

produ~ts ofdnnks

Znuevskoy Milk Plant 30 50°;0 WIth better New !nut JUIce 20 30% WIth new Flavonngs
marketmg drinks packagmg Packagmg

equIPment

"el!etable Industrv
BarvenkovsklV Food Plant 15°;0 due to new Fla\ ored croutons 30% on operatIOns l\JeVl products to

ad\ertlsmg shelled sunflower and reduced personnel return bakery to
seeds orofitabIlItv

NadIya Agricultural Farm 20% from Improved
oroduct flow

Rosmka 60% due to new Fast food for
oroduct. children

Talfun $1 million on salad Potato salad Ime Man) due to Manvdueto Fla\ormg<
product. neVI pancake Improved Improved

varietIes management management

~ul!:ar Industrv
1~ Sugar Plant l\Jamed after New packagmg ~ 10% due to
Petrovsk.Iv new oacka~m~

Kongressovsklv Sugar Plant NeVI sauces Improved output per
syrups Icmg. worker

NO\OIVano\skl Sugar Plant 15 20° 0Vllth ne'" NeVI pa~kagmg 30°;0 WIth Improved
produ~ts SIzes syrups etc procedures and

redu~ed Vlaste
PervkhinskI) Sugar Plant 50% due to new New packagmg

products and packagmg yeast

SavInsk.I' Sugar Plant 50% due to new New pa~kages

products brown sugar
IcmgS toppmgs

Eqwoment Suoolier
Fasrna 30% WIth sales to

vegetable processors

On two additIOnal occaSIOns, the tour members were asked to record then comments and
observatIOns The first was at an mterview conducted whIle the group was VIsItmg a large
mternatIOnal super market These mterviews were VIdeo taped and the text IS mcluded m SectIOn D
ofthe appendices entitled "Fmal Tour VISIt IntervIew" The second was a WrItten questIOnnaIre that
was filled out at the end of the tour These results are recorded m the Appendices SectIOn C entitled
"EXIt QuestIOnnaIre Results "
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Tills first Marshall Plan study tour for fruIt, vegetable and sugar was deemed a great success by all
the partIcIpants and by eEl Only by seemg for themselves were these mdustry leaders able to learn
new techmques and dIscover new products they can apply to therr firms Without the need of large new
mvestments
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4. Overview: Meat, Dairy and Edible OIls Study Tour
(September 13 to October 10, 1998)

The followmg table summanzes the expected benefits to UkramIan firms for mcreased revenues, new
products, cost saVings and profit Improvements Also, potentIal eqUipment purchases from Amencan
supplIers firms are shown

Tlus sectIOn detaIls the antiCIpated benefits that the Meat, DaIry, and EdIble OIls Industry partICIpants
expect to aclueve as a result of theIr tour ThIS mformatlon was gathered from eXit mtervlews WIth
each tour partICIpant, and shows the tremendous opporturutles that eXist to raIse productIVIty m
Ukrame, and WIth It the overall standard of IIvmg

There IS a tremendous upSIde to the tour and the benefits to Ukralruan comparues are ImpreSSIve
ProductIVIty Improvements can be achIeved m most cases WIthout addItIonal capItal reqUirements
Average cost reductIOns are estImated at 10%-15%, WIth some of the savmgs gomg back mto the
busmess to create even greater productIVIty gams Numerous new products are antIcIpated, and
reVised package SiZes that make products more appeahng to lower mcome Ukralruan workers ThIS
WIll stImulate the economy and create new Jobs New products WIll be launched to compete WIth
European Imports For example, many ofthe meat comparues want to add soy and flavonng to theIr
sausages (heretofore unheard of) m order to compete on a pnce baSIS WIth theIr European
counterparts Packagmg WIll be Improved, and market research wIll help to alIgn new products WIth
the needs of consumers rather than producmg what IS most converuent for the manufacturer
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Previous Pag~ Elanl!

Amencan busmesses have many opporturuties eIther to mvest or take an actIve role m the
development of Ukramlan busmess For example, Archer Daruels MIdland, a soy processor III

Decatur, IllmOIS, has offered to aSSIst any of the UkraIruan meat comparues III learrung to add value
and flavor through the use ofADM soy products ADM WIll also be workmg closely WIth Kuplansk
MIlk Plant m the direct procurement of soy products for processmg (elImmatmg a RUSSIan
dlstnbutor) CVP Systems, Inc, a vacuum packagmg manufacturer m Downers Grove, IllInOIS, was
ofpnme mterest to the cheese and meat processors smce therr eqUipment IS affordable, and can JustIfy
Itself wIth reduced product losses Hobart CorporatIOn, Troy, OhIO demonstrated state-of-the-art
meat gnnders, saws, and self-sharpenmg slIcers whIch are also affordable WhIle It IS dIfficult to
ascertaIn the eventual dollar value of these and other potentIal purchases from US supplIers due to
the current Ukralruan econOmIC SItuatIOn, some subset ofpurchases wIll occur over the next year, and
Amencan busmesses are now better pOSItIOned to be the reCIpIent of those orders
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Summary of Projected Program Benefits from the MeatlDalryfEdlble 011 Tour

Company Re"enue New Products Cost Savmgs Profit Equipment
Increase Improve Purcha5es

DaIrY Industry

BarvenskovsklY Milk AVOIded Const Cost, 20% Annual Vacuum Packagmg
FewerMgrs

Borovskoy Milk 30% WIth add of Yogurts Ice Cream 20% Energy Savmgs None
new stores

Chuguev Milk New Packagmg 2025% Automated Boders
Culture products Annual

1st Kharklv Mdk Cheese Chocolate Reduced Energy 10% Annual Cottage Cheese Lme
Mdk. Ctage Chees Consumption Vacuum Packagmg

KharkI" Milk 30% Energy Savmgs 35% US Compressors SkId
Annual Mounted Generators

l\omaro\ka Milk Skmless Sausage Mgmt Headcount 20% Annual Vacuum Packagmg
New Packagmg Reductlons

Kuplansk Mdk Soy Based Items 6% Annual Computers Packagmg
Ice Cream 5%Sluppmg EqUIp

8% Overall
l\rasnogradskI Cheese 100 0 Annual Low Fat and Fat 10% Auto Shcers Vacuum

Free Sour Cream Packagmg

Vehkoburluskll Cheese 15 200 0 Annual 4 Hard Cheese 2 Headwunt $30h Vacuum Packagmg Coohng
Soft Cheese Losses -$901., & Samtlzmg System

Paraffin $45h

Meat Industry

KharkIv Meat Burgers soy $120K Annual Chlorme Shower Ralls
Sausage Vacuum packagmg

hupJansk Meat Personnel Improved 10% Annual Samtlzmg EqUIp vacuum
bUYing Packaging

Rogan Meat Soy Based prod 2% Energy 5% Annual Meat Saws Shcers
Hamburger line Personnel

SolbozhanskI Farm Corn & SOY Crops AcqulSlt10n of Feed 15% Annual Coolers & RefrtgeratlOn
Sausage

Edible OIls

Kharkl" Edible Oil 200 0 Annual New 011 trom Fl1hng & Packaging
Exports to U S FractlOnahzatlOn Machmen

UkraJnJan 011 Institute 200 0 torthe Flavored Mayo Packagmg Machme
Industry Smaller Packages Re sealable Jars
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5. Program Preparation

From September 30 to October 20, 1997, Leland M Cole and Rostislaw Donn VIsIted KIev and
Kharklv for the purpose of orgamzmg the first stage of the grant, mcludmg the pre-tour selectIon
semmar

After the CEI/Newblznet agreement was Signed, Mr Dudka phoned Mr Dulenko to detefffilne
hIs mterest m the program Mr Dulenko stated that he was no longer mterested Therefore the
seffilnar program proceeded Without further discusslOns With that department As a courtesy,

A second pomt of maJor dIsagreement between CEI and the DED concerned a request by the CIty
that they appomt half the tour partICIpants ThIs request was rejected smce It was m dIrect
vlOlatlOn of the USAID grant It was never pOSSible to reconcIle the differences and agreement
was never reached
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CEI mformed Mr Matushenko that they would hIre a program coordmator to run the MTM
program and he agreed that the CIty was unable to supply the necessary servIces All references
to Items requmng cash outlays from the CIty were removed from the proposed Agreement A
statement was added to clanfy that CEI would hIre a program coordmator and much of the tIme
m Kharklv was devoted findmg that coordmator

Several CEI documents were translated mto RUSSIan for dISCUSSIon WIth the DED One of these
was an Agreement whIch laId out the responsIbIlItIes of each orgamzatlOn A second document
was entItled "PartICIpant SelectlOn" Early m the VISIt these documents were dIscussed WIth Mr
Matushenko who added some pomts ofclanficatlOn Generally there was full agreement WIth the
documents

On the first day m Kharklv the CEI representatIves met WIth Mr Anatoly Dulenko, Department
Pnncipal, to reVIew the program He expressed hIs disappomtment WIth the tIme It had taken to
get the grant A reporter from the local TV statlOn mterviewed us and thIs was aIred on the
evemng news A press release was prepared by the DED and thIs appeared m five local
newspapers Two large press conferences were subsequently planned but never took place A
second reporter and TV cameraman later recorded a VISIt to a local retaIler

After the ImtIal meetmgs With the DED, It became clear that the CEI strategy ofworklng closely
WIth the DED was unrealIstiC Despite later demals, the City had neIther the funds, faCIlItIes or
personnel to carry out an effectIve program It was also antiCIpated that the City would help fund
some actIVItIes mcludmg the pre-tour semmar and the publIshIng the techmcal report When thIs
assumptlOn proved not to be true, the MTM program became short of funds for these actIvItIes
A solutlOn to thIs problem became one of the major goals of the tnp

Department of Economic Development (DED)
The grant specIfied that eEl work closely wIth the Department ofEconoffilc Development (DED)
of the City ofKharklv All ImtIaI contacts were wIth representatIves of thIs department and the
detaIled program m Kharklv was orgamzed by Mr Igor Matushenko, Deputy DIrector, External
Department of Econoffilc AffaIrs and hIs aSSIstant Mr Nikolay Rbm One of them accompamed
us on all company VISItS WIthIn the CIty
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Rostislaw Donn phoned Mr Dulenko' s department before the semmar to mform hIm about It and
to mVIte hIm to attend Messages were left but there was never any actual contact

Subsector Selection
The ongmal plan was to have one of the study tours for fruIt and vegetable and the second tour
for meat, daIry and edIble 011s ThIs plan was covered early m the VISIt WIth Mr Matushenko and
there was agreement on the selectIOn of meat and daIry There was some questIon about number
of firms m the other subsectors It became clear that the City officIals was not considenng the
needs of Oblast ThIs tOpIC was later dIscussed WIth NewbIznet and IESC who pomted out the
large number of food processmg firms m the Oblast They also pomted out the senous problems
m the very large sugar processmg mdustry After all these dIScussIons, CEI concluded that the
best resolutIOn would be to have fruIt, vegetable and sugar on the first tour and meat, daIry and
edIble otIs on the second It was also recogmzed that there were probably too many subsectors
mvolved, but that the subsectors had much m common and the partICIpants would gam from
visItmg the related compames

After the subsector deCISIOns had been made, Mr Anatoly Dulenko, Pnnclpal of the DED
requested that bakery be added ThIS request was rejected

Steermg CommIttee
In the ongmal grant proposal, CEI proposed a Steenng CommIttee to help WIth the selectIOn
process m Kharkiv ThiS commIttee was to be chaIred by Mr Dulenko, Pnncipal of the DED

CEI proposed mdustry respected members for the Steermg CommIttee These were rejected by
Mr Dulenko who proposed alternatIves who were all m the CIty government These were
rejected m turn by CEI In the end, the Idea of the Steenng Comrmttee was dropped In hmd
SIght, thIS commIttee was not reqUIred and the program functioned well WIthout It

Company VISitS

The CEI representatIves wanted to VISIt compames m the selected subsectors An mitial schedule
proposed by the DED With 19 compames, many ofWhICh were not m the selected subsectors
Eventually 12 firms were VISited All were mterestmg and a great deal was learned, but four were
stIll outSIde the mterest of the study tour program The followmg compames were VISIted
1 Master Holdmg, Gngory Spivak, Head of the Board
2 Kharla.v Pasta Factory, VasI1y I Sas, Gen Mgr
3 Rogan Meat Processmg Plant, Evgem Pigarev
4 CommercIal House #7, Yun Polovko, PreSIdent
5 Kharkiv Yeast Plant, ChIef Engmeer for Alexander VassI1anski
6 Cryocon, Alexander Osetsky, Director General
7 TaIfun Ltd, Vasyl Zaytsev PreSIdent and Yun Absalyamov, DIrector
8 Kuplansk MIlk Processmg Company, Alexander Radchenko, General DIrector
9 KupIansk Meat Processmg Company, Leomd Radchenko, PreSIdent
10 Agrofytofarm, Vasihy I SIdko, Director
11 PnkolotnyanskIY Oil Extraction Plant, VladimIr Shcherban, ChaIrman
12 Express Agro, Viktor A Kuznetsov, PreSIdent, Viktor G Burtsev, General DIrector
13 Bakery #3, Viktor A ShvachI, DIrector
14 Kharkiv InternatIOnal Busmess Center (KIBC), Alexander B Schislenok, PreSIdent
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Laura Hoover, the AllIance Executive Director, works out of the IESC office m KIev and was
very SUpportIve of tills program One of the major reasons why IESC and other orgaruzatlOns

After several diSCUSSIOns m Kharktv, It became clear that the needs of the Oblast would need to be
consIdered and Its admmistratIOn more fully mvolved m the overall program CEl made contact
wIth the Oblast m one meetmg with Mr Kolot, Head of the Econorruc Department of the KharkIv
Oblast and an Oblast representative partICIpated m two days ofVISItS to firms m the Oblast

The AllIance (CDC, IESC, MBAC, VOCAl
The Alhance IS a groupmg of four USAID-sponsored volunteer orgaruzatlOns CDC works With
currently actIve busmess volunteers, IESC works With retired US executives, MBAC works With
recent US graduate students and VOCA proVides volunteer techmcal assistance to the agrIcultural
mdustry All CEl dealmgs were dIrectly WIth IESC

A proposal for CEI/IESC cooperatIOn was prepared by Nlkolay YakImenko and faxed to Laura
Hoover m KIev and Greg Brennan m Stamford, Connecticut Tllis became the baSIS of
diSCUSSIons on October 20 m KIev WIth the AllIance and USAID The plan was later approved by
all partIes and the recruitment of volunteers started after CEl and Newblznet reached theIr
Agreement
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WillIe the CEl representatives were at Newblznet there were several diSCUSSIOn on the MTM
Study Tours Grant Mr Dudka prepared separate proposals, the mam pomts ofwhich were
1 ASSistance Newblznet could give applIcants on the preparatIOn ofbusmess plans,
2 The publIcatIOn of the subsector reports on CD-ROM Tills could also mcorporate photos

and VIdeo of company VISitS m the US
The NewbIznet Cllief of Party m KIev, Jeff Houghton, was adVIsed of these dISCUSSIOns

NEWBIZNET - RegIOnal Busmess ASSIstance Center (RBAC)
Newblznet or RBAC IS one of three such USAID supported centers m Ukrame Alexander
Dudka IS PreSIdent and approximately 15 people work out of the Newblznet office Newblznet IS
a for-profit Ukralman company and IS therefore allowed to charge for services It also had a
responSibilIty to prOVide busmess trammg

IESC/Kharklv
Mr Nlkolay YakImenko, Regional IESC Country DIrector m KharkIv was extremely helpful and
proVided consultatIOn and support, mcludmg e-maIl servIces He understood the SItuatIOn With
respect to the local governments and offered suggestIOns and alternatIves The most slgmficant of
these was the use ofIESC volunteers from IESC and lor VOCA They would VISit the firms
selected for partiCipatIOn m the pre-tour semmar and verIfy theIr status and applIcatIOn
mformatlOn The volunteers could also assist WIth the pre-tour serrunar

Kharklv Oblast
In the polItIcal structure of Ukrame, the Oblast IS higher than the CIty The CEI grant was
Imtially WrItten wIth the CIty of Kharklv as an Important partner Tllis was a result of the strong
SIster CIty relatIOnship between Cmcmnatl and Kharklv The grant clearly mcluded firms located
m the Oblast, but no formallmks with that admmlstratIOn had been estabhshed
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were mterested m the MTM program was that It provIded them wIth a large number of potentIal
new clIents

Pre-Tour Semmar
The purpose of the pre-tour semInar was
3 To proVIde partIcIpants WIth mformatIOn to understand and mterpret US busmess

practIces ThIS mcluded accountmg practIces as requested by USAID
4 To provIde assIstance to the partIcIpants m developmg theIr busmess plans
5 To provIde a means of evaluatmg the partIcIpants for selectIon to the study tours

One ofCEl's tasks IS to locate mstructors for the pre-tour semInar At the suggestIon of the
World Bank, CEI had earlIer contacted the UkraInIan Center for Post Pnvatization Support
(UCPPS) They prepared a semmar outline wIth a budget of$10,000

On October 4, 1997 eEl met wIth the UCPPS m KIev to dIscussed theIr proposal The mam
advantages ofusmg the UCPPS was that they were expenenced, World Bank approved, and
RUSSIan speakmg The major problem was the proposed budget

Several organIZatIons were conSIdered as pOSSIble sources of fundmg for the semInar One
pOSSIble source was The EuraSIa FoundatIon and another was the InternatIOnal RenaIssance
FoundatIOn (IRF) whIch IS part of the Soros organIZatIon Eventually IS was deCIded to proVIde
the speakers from eEl and NewbIznet

USAIDlKlev
On the return through KIev on October 20, the CEI representatIves met WIth Laura Hoover of the
AllIance and a USAID representatIve The followmg tOpICS were dIscussed
1 The request by the CIty of Kharkiv to add bread makmg to one of the study tours It was

not clear IfUSAID conSIdered bakenes suffiCIently pnvate and eEl requested a rulmg
Later, USAID confirmed that It would be necessary to conSIder each firm mdividually

2 CEI needed to contract wIth a program manager m Kharkiv It was agreed that the
contract should be wIth NewbIznet

3 In-country fundmg for IESC volunteers was requested to help wIth the selectIOn process
USAID agreed to conSider thIS request and eventually agreed that lESC should find
SUItable volunteers

4 Fundmg for the pre-tour semmar through NewbIznet Agam USAID agreed to conSIder
thIs request It was later agreed proposed by USAID, and agreed by CEI, that It was best
to reduce Its costs by droppmg one partICIpant

Semmar Fees
The mitial program envISIoned a fee bemg charged the partICIpants for theIr attendance at the pre
tour selectIOn semInar A fee of $150 per applIcant, the same amount used on a sImIlar program
m Kazakstan, was establIshed although It was recognIzed that thIS fee mIght dIscourage some
people from applymg The questIon of the fee was dIscussed wIth almost every UkraInIan
organIZatIon Suggested fees ranged from $200 to $0 In the end, It was deCIded not to charge a
fee CEI belIeves thIs ehmmated many potential problems and was a WIse deCISIOn
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6. Pre-Tour Selection SemInar

The second area to be addresses concerned the selectIOn of a semmar manager m KharkIv After
the October 1997 plannmg tnp to KharkIv, It was determmed that eIther NewbIznet or IESC
could carry out that role NewbIznet was finally selected smce tms program fit well wItmn theIr
nussion as a USAID agency

From May 23, 1998 to June 13, 1998, CEI representatIves Leland M Cole, Belal U SIddlque,
Rostlslaw Donn VIsIted KharkIv and KIev, Ukrame The purpose of the tnp was to conduct the
pre-tour selectIOn senunar at wmch the partICIpants were to be selected Pnor to the tnp, a great
deal of tIme was spent wntmg and translatmg talks and prepanng overhead shdes

PreparatIOn
Pnor to the senunar there were two concerns that needed to be addressed The first area to be
was m regard to fundmg The City of Kharkiv had mformed CEI that they would be unable to
proVIde the assIstance that had been expected As a result, there was a shortfall of approXimately
$10,000 ThIS problem was conveyed to the USAID Program Officer m Kiev who suggested the
number of program partICIpants be reduced by one The resultant savmgs would cover the
senunar costs and CEI concurred wIth thIS recommendatIOn
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Agreement sIgned by CEI and NewbIznet
FIrst IESC volunteer arnves KharkIv
CEl representatives L Cole and B SlddIque leave Cmcmnatl
CEl reps arnve KIev Tram to KharkIv
CEl reps arnve KharkIv
CEI rep Rostislaw Donn arnves KharkIv
Semmar starts
Semmar contmues
Semmar ends, Fmal ReceptIOn
IntervIews begm
IntervIews contmue
IntervIews end
IESC volunteers start to leave Kharkiv
CandIdates selected, Press Conference, CEl leaves KharkIv
Meetmg wIth TIm Dubel at USAID, Meetmg at NewbIznet
L Cole and B SIddIque return to Cmcinnati
PartIcIpants announced by US Ambassador Morrungstar
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Schedule Summary
Mon Apnl13
Mon May4
Sun May 23
Mon May24
Tues May 25
Sat May 30
Mon June 1
Tues June 2
Wed June 3
Thurs June 4
Fn June 5
Sat June 6
Wed June 10
Thurs June 11
Fn June 12
Sat June 13
Tues June 16

Newblznet Agreement
In order to conduct the pre-tour semmar m KharkIv, CEI and USAID had agreed that CEI should
contract wIth the NewbIznet RegIOnal Busmess ASSIstance Center (REAC) such that NewbIznet
would orgaruze and handle the lOgIStICS of the senunar program In January 1998,-diScussions
were started on thIS agreement based on a quotatIon already receIved from Alexander Dudka,
PreSIdent ofNewbIZnet NegotIatIOns were aggressIvely pursued by CEl, but progress was slow
On Aprd 13, 1998, the agreement was SIgned by both CEl and NewbIznet All of the semmar
matenals were to be supphed by CEI A summary of servIces proVIded by NewbIznet IS
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ASSISt CEI wIth the program management In KharkIv IncludIng the program schedule and
task assIgnments based on dIscussIOns wIth CEI representatIves and materIals supplIed by
CEI Mr Alexander Dudka would assume the role of AssIstant Program Manager,
KharkIv,

2 The RBAC wIll translate Into good Russian, prepare and dlstnbute to the potentIal
semInar partIcIpants the documents supplIed by CEI,

3 Hold meetIngs wIth the CIty and RegIOn adnurustratlons wIth the InfOrmatIOn packet and
develop the plan for Jomt actIOns as appropnate,

4 WIdely publICIze the study tour program through the medIa,
5 MaIl letters, applIcatIOns, mVItatIOns to partIcIpate m the program to approXimately 500

potentIal partIcIpants,
6 Accumulate replIes and the process the applIcatIOn, etc ,
7 Hold prelInunary meetmgs WIth potentIal partIcIpants and proVIde consultatIOn servIces

and aSSIstance to them m prepanng theIr busmess plans,
8 RBAC, WIth the approval of CEI, wIll select mstructors,
9 RBAC wIll prepare semmar matenals for 64 partIcIpants,
10 RBAC wIll aSSIst semInar partIcIpants WIth hotel reservatIOns and other lOgIStICS,
11 ProVIde facIlItIes for the semmar,
12 An accountmg seSSIOn at RBAC, use of computers and other eqUIpment,
13 RBAC wIll aSSIst CEI m evaluatmg the candIdates and theIr busmess plans,

Semmar OrgamzatlOn at Newblznet
The first step m tills program was for NewbIznet to mform mdustry about the senunar and to
attract potentIal partIcIpants They Issued a newspaper advertIsement, and sent out nearly 500
announcement letters Both were based on samples supplIed by CEI A copy of the newspaper
announcement IS attached to thts report There was one response from the newspaper
advertIsement and none from the announcement letter At that pomt NewbIznet undertook a
dIrect telephone campaIgn The response to thIS was sIgruficantly htgher

The contact lIst came from two mam sources The first was a lIst of comparues was obtamed
from the EconomIc Development Department and the AgrIcultural Department of the Oblast
Second, NewbIznet had accumulated, over the years, a large data base of companIes m many
drfferent mdustrIes throughout Ukrame ThIS mformatIOn proved to be mvaluable

The reason for the lack of response was somewhat surpnsmg Whereas It had been expected that
there would be 200 applIcatIOns, only 79 were actually receIved Reasons gIven for the low
response level were
1 Could not afford the three days for the semmar
2 Could not afford to take the four weeks reqUIred for the busmess tour
3 DId not belIeve the notIce
4 DId not belIeve the selectIOn process would be faIr and open
CEI also belIeves that the lack of any publICIty from the CIty and Oblast meant that some
comparues never heard of the program

The entIre NewbIznet orgaruzatIOn worked on the project at one tIme or another Alexander
Dudka, NewbIznet PresIdent, took control and was the drIvmg force behmd all of It One person
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m the staffwas responsible for the mternal orgamzatlon and another concentrated on contactmg
potentIal apphcants

Semmar Llstmgs
When eEl first arnved at Newblznet, they were presented wIth an Enghsh language data base
hstmg of the compames that had applIed for the program A hst of these compames IS mcluded m
the AppendIx

Company Surveys
Imtlally, dunng the company surveys, five people from Newblznet and IESC would VISIt the
company These mcluded the lESe volunteer, mterpreter, photographer, Newblznet salesman
and busmess planner It qUIckly became clear that thIs was overwhelmmg to the company,
espeCially when Newblznet demonstrated the computer generated busmess planmng tools Later,

It qUIckly became clear that there was confuslOn over the names ofmany compames The IESe
volunteers often had one name and the hstmg had another In addltlOn, the Enghsh language
company hstmg was not m alphabetlCal sequence As a result, eEl aSSigned company numbers
and these were used throughout the program On future programs, much time would be saved If
thiS company number were mcluded m the company data base
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The selectlOn process has been refined as a result of the Kharlav dISCUSSions First, an
announcement wIll be made m the press, possibly Issued by the CIty An announcement letter and
questionnaIre wIll then be sent to compames m the selected mdustnes The applIcants wIll be
rated on a predefined set of cntena and 64 qualIfymg mdividuals wIll be mVlted to the semmar
Fmal selectIon for the study tour wIll be made by CEI based on theIr semmar performance, their
busmess plan and other factors

The volunteers were
Bertl1 Agell, a generahst
Fred Donnebnnk, a generahst
Joseph Kagan, a daIry speclahst and formerly PresIdent ofDannon Yogurt
John Walght, a food processmg speclahst and formerly ofBeatnce Foods

See the Appendix for a volunteer analySIS

The delayed slgrung of the NewbIznet agreement had a negatIve Impact on IESe DespIte the fact
that IEse had anticipated the contract, they could not finalIze the selectlOn of volunteers untl1
after the agreement had been sIgned The mIt1al program schedule had antIcIpated that the IESe
would have three months to locate the appropnate volunteers Due to the delays, thIs was
reduced to a few weeks and speclahsts were never found for two of the mdustnes Also, the
volunteers all arnved m Kharkiv at different tImes, thus comphcatmg the program lOgIstiCS

InternatIOnal Executive Service Corps (IESC)
Dunng the October 1997 eEl VISit to KharkIv, Nlkolay YakImenko ofIESe suggested the use of
their volunteer executIves (VE) WIth the selectlOn process Although CEI did not have funds to
cover theIr activIties, IESe was able to make other fundmg aVaIlable and brought four volunteers
to Kharlav The usual cost of thIs servIce was $2,500 per volunteer
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the number was reduced to three The nummum number reqUIred IS two one volunteer and one
mterpreter

The volunteers prepared a short wntten survey report on each company vIsited The report
mcluded general mformatIOn about the company and their own observatIOns Although CEI
proVided a survey form, It was not used and each volunteer deSigned rus own form Therefore,
there was umfornuty only wltrun the reports from each volunteer It also would have been helpful
If CEI had proVIded a set of survey mstructIOns and a sample survey report Trus matenal had not
been developed smce It had been antICIpated that a CEI representatIve would be able to bnef the
volunteers upon theIr arnval The quahty of the wntten volunteer reports left a great deal to be
deSlfed

The company VISitS were mostly completed before the start ofthe semmar Each volunteer then
graded the compames usmg a sconng system from I (low) to 10 (hIgh) With 5 as the average
They were asked to take IOta account the level of productIOn, state of repair of the faCIlIties,
quality of management and general prospects for the future There was some concern that each
volunteer would rate the firms on a dIfferent scale Although thiS was true to some degree, the
discrepancies were later adjusted then the volunteers were able to compare notes- espeCially m
cases where two volunteers had VISited the same firm

The four volunteers all participated 10 the semmar and the detaIls are mcluded later m trus report

On a number of occaSIOns, CEI had requested background mformatIOn from IESC m Stamford on
each of the volunteers Unfortunately thiS was never received

Relations With the Kharklv Oblast
After the prevIous expenence With the City ofKharklv, CEI was slIghtly anxIous about dealmg
WIth the Oblast The CEl representatives were pleasantly surpnsed at their receptIOn by Mr
Kolot and for the support that came from hiS orgamzatlOn ThiS was undoubtably due to the good
relatIOns between Alexander Dudka of Newbiznet and the Oblast offiCials

Internet Home Page Ukrameblz com
The Internet Home Page Ukrameblz com featured heavIly m diSCUSSions whIle the CEI
representatives were m Kharklv Smce most KharklV compames do not have an e-maIl address
mqulfles through the home page were directed to lESe Dunng the prevIous week there had
been four mqumes from vanous parts of the world As a result, IESC was very enthUSiastiC about
thIS actIVity lnqumes had been receIved from many countnes mcludmg Chma, PakIstan, Nepal,
Maldives, Sweden and Fmland Compames who have received these mqumes mclude Kupmnsk
MIlk, UkraIman fur, Rogan Meat Processmg and Commercial House #7 All mqumes are turned
over to Newblznet for follow-up

Semmar Matenals
Pnor to the semmar there were 79 registered applIcants from 61 compames Several apphcants
dropped out of the program before the end

A senunar workbook was given to each of the applIcants contammg the followmg documents, all
m RUSSIan
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Day 3, June 3, 11 00 am, Oblast AdmInIstration Buddmg
Open dIScussIon on busmess plans - Alexander Dudka, PresIdent, Newblznet
Accountmg m UkraIne - Serguel PerepelItsyn, NewbIznet, KIev
Accountmg dIfferences between the USA and Ukrame - Serguel PerepelItsyn, Newblznet, KIev
Lunch break

Day 2, June 2, 11 00 am, Oblast AdminIstratIOn Buddmg
The Role of IESC - Nlkolay Yaklmenko, IESC RegIOnal DIrector
ObservatIOns ofUkralruan busmesses surveyed - John Walght, IESC volunteer
Marketmg m Ukrame - BertIl Agell, IESC volunteer
Marketmg m the US daIry mdustry - Joseph Kagan, IESC volunteer
ObservatIOns - Fred Donnebnnk, IESC volunteer
Meat mdustry m Ukrame - Dale Turllffilre, VOCA volunteer
Lunch break
LocatIOn Newblznet Center
Group dIScussIon on Ukralruan products - IESC volunteers
Busmess Plans and theIr role m attractmg foreIgn mvestment - NewbIznet representatIve
SpecIfic company marketmg plans - Alexander Dudka and the audIence

1 SemInar Agenda
2 Homework assIgnment
3 Jump-startmg Ex-Commurust EconomIes artIcle from ForeIgn Affairs magazme by J M

SIlberman, et al
4 Techrucal AssIstance Program for Kharktv, Ukrame, by L M Cole
5 The Need for ProductIvIty-Based tralrung m Ukrame, a Survey ofThree Sectors of

Kharktv Industry by J M SIlberman and L M Cole
6 SlIdes for the "IntroductIon to MTM ProductIVIty Study Tour Program" presentatIOn
7 Shdes for the "DescnptIon of the MTM ProductIVIty Study Tour Program" presentatIOn
8 SlIdes for the "Ukrameblz com" presentatIOn
9 SelectIons from the World Bank tralrung program

A TV reporter was present at the operung of the sessIOn and the proceedmgs were aIred on the
everung news

Semmar Schedule
Day 1, June 1, 11 00 am, Oblast AdminIstratIOn Buddmg
Alexander Dudka ofNewbIZnet acted as moderator throughout the entIre program WIth the
exceptIOn ofMr Cole and the IESC volunteers, all talks were gIven m Russian
Welcome and mtroductlOns - Alexander Dudka, PresIdent, Newblznet
The Importance of thIS program - Igor P Kolot, DIrector of the EconomIC Development

Department, Oblast AdmIrustratlOn
The DIrector of the Department of Agnculture - The role of the Oblast
Tills Marshall Plan program - Leland M Cole, PresIdent, CEI
The Marshall Plan program m France - Rostlslaw Donn, RetIred, French CIvIl ServIce
The program operatIOn - Leland M Cole, PresIdent, CEI
Lunch break
Busmess DIfferences between the USA and Ukrame - Dr Belal U SIddIque, CEI
The Internet and the Ukrame home page - Leland M Cole, PresIdent, CEI

Page 39Fmal Report - MTM ProductIVIty Study Tour Program for Kharktv, Ukrame

I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I



LocatlOn NewbIznet Center
ReceptIon for partIcIpants and speakers

The semmar was opened by Igor P Kolot, DIrector of the EconomIc Development
Department, Oblast AdmInIstratIOn He spoke for 20 mmutes on the Importance of the
program for the Kharkiv area and on the needs for new thmkmg He stressed that 45 was
the age lumt to partIcIpate m the program
The DIrector of the Department of Agnculture then spoke and remInded the audIence of
the need for them to follow the dIrectIOns of the Oblast AdmInIstratIOn
Leland Cole who talked on the background of the current program He also explamed
that they were lookmg for people wIlhng to accept new Ideas RussIan language overhead
transparencIes were used by Mr Cole and later by Mr SIddIque
Mr RostIslaw Donn, who ran the ongmal Marshall Plan technIcal assIstance program for
France, spoke on the Impact of that program on that country He explamed how the
French were astOnIshed to learn that a hIgher standard ofhvmg could be the result of
Improved productIvIty Improved prodUCtIVIty was the result of a new way of thmkmg
and of the mcorporatIOn of many small productIOn Improvements rather than the result of
some newly dIscovered secret productIOn machme or process He encouraged the
UkramIans to have open mmds so they too would benefit from the program
Leland Cole then explamed the detaIls of the study tour program
Belal U SIddIque presented a paper on the busmess dIfferences between the USA and
Ukrame ThIS talk was extremely well receIved and several mterestmg questIons were
asked Dr SIddIque, ongmally from Bangladesh and now a USA CItIzen, IS fluent m
RUSSIan and hved m RUSSIa for 12 years ThIS background gave hIm great credIbIhty on
tlus subject
The Internet and the CEI developed home page Ukramebiz com was the next tOpIC
Alexander Dudka gave a bnef mtroductIOn to the hIStOry of the Internet and ItS
Importance to mternatIOnal busmess Leland Cole than covered the hIStOry and operatIon
of the home page Itself
At thIS pomt the attendees were mformed that there would be a homework aSSIgnment It
was to prepare the mformatIOn for theIr company's home page There was also a questIOn
covenng the benefits they expected to gam from the program
The final talk of the day was planned to be gIven by Dr SIddIque on mvestment sources
and procedures TIme dId not permIt thIS to be gIven and It was postponed to the
followmg day Actually the talk was never presented, although It would have been of
great mterest to the audIence
Alexander Dudka then asked the audIence to bnng samples of theIr products to the second
day so they could be evaluated by the Amencan experts
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Semmar PresentatIOns
Day 1
1

Day 2
1
2

The product samples were first arranged across the stage of the auditonum
The entIre mornmg was devoted to presentatIOns and dIscussIOns by the four IESC
volunteers and one VOCA volunteer Throughout these presentatlOns there were a
number of questlOns asked by the audIence and suggestlOns were made by the experts

Fmal Report - MTM ProdUCtIVIty Study Tour Program for KharkIv, Ukrame Page 40



Days 4, 5, 6, Applicant Interviews
Interview times were aSSigned by Newblznet for each prospective partiCIpant These were
arranged so that applIcants m the same mdustry would be mtervlewed by the same team on the
same day In several cases there were several applIcants from the same company, but each was
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The program started with a short presentatIon by Nikolay Yaktmenko, Resident Director
for IESC m Kharkiv
John WaIght ofIESC then made a presentatIon m whIch he made many comphmentary
comments about the state of the compames he had visited
Bertll Agell talked about the lack ofMarketmg m Ukrame and the importance of
Marketmg for the future of the mdustry
Joseph Kagan talked about the dairy mdustry m the USA and the differences between the

USA and Ukrame
Fred Donnebnnk then made a few bnef comments on his observatiOns whIle m Kharktv
Dale TurnmIre, a VOCA volunteer for the meat processmg mdustry, commented on this
observatiOn willIe m Ukrame Among other tOpiCS, he wondered why most meat
processmg comparues concentrated so much on sausage preparatIon willIe the average
famIly actually ate at least 60% unprocessed meat
The experts then dIscussed several of the specific products that had been displayed Much
of the diSCUSSiOn was on packagmg and on the use of trade marks, logos and other
marketmg practices Shelfhfe was also a tOPiC of consIderable mterest to the audIence,
partIcularly those from the daIry mdustry It was unfortunate that thIS sectIOn of the
semmar was not longer short smce the audIence was clearly eager for more informatIOn
and marketmg suggestIOns
Two Newbiznet representatives on the nature of busmess plans and theIr Importance when
trymg to attract foreIgn mvestors
The ImtIal plan for the semmar was for the compames to present theIr busmess plans willch
would be graded Due to the lack preparatIon time, the few plans that were subrnttted to
NewbIznet were never graded However, some busmess plans were dIscussed on the thIrd
day

Alexander Dudka lead an open dISCUSSion based on the busmess plans that had been
submitted He read from a few and asked for comments by the company The company
representative was then mVIted to come forward to dISCUSS their plan Most plans dId not
dISCUSS the tOpIC ofMarketmg
Two of the seSSiOns of the day were devoted to lectures on the tOpIC of accountmg m
general and more specIfically on the drfferences between UkraIman accountmg practIces
and GAAP (Generally Accepted Accountmg Practices) commonly used m the West ThIs
tOpIC was a result of the reqUIrement from USAID that the tOpIC be covered The
presentatIons were somewhat techmcal and dIfficult for anyone Without a good accountmg
background Nevertheless, eEl felt that It was worthwhIle to mtroduce the subject,
recogmzmg that only a full course would proVIde the IOformatiOn needed by any manager
Although all compames presumably have theIr own accountlOg system, none of the
Amencans had ever seen a computer generated accountmg report 10 UkralOe
A formal receptIOn then followed at the NewbIznet office With food and dnnk samples
brought by the partICIpants
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mtervlewed separately Two mtervlew teams were set up, each wIth two IESC volunteers and
one CEl representatIve Leland Cole dIVIded hIS time between the two teams so that one person
was able to see all the candIdates Each prospectIve partICIpant was mtervlewed separately at 30
mmute mtervals over the 3-day penod After each mtervlew, the team members ranked the
applIcant on a scale of 1 to 10 Great care was taken to grade the mdlvldual and not the company
It was generally felt that the two teams were conSIstent m theIr sconng Fortunately, there was a
reasonable degree of conSIstency between the company grade and the mdlvldual grade Not
surpassmgly, there were cases where the younger subordmate ranked htgher that theIr older
supenor

Homework ASSIgnments
Each apphcant was asked to prepare the mformatlOn for theIr company's home page Thts
mformatlOn was hand wntten m RUSSian so had to be read by a native RUSSIan speaker In order
to retam obJectIvity, the papers were first read and graded by Nikolay YakImenko ofIESC The
pomt the scale was 1-10 The aSSIgnments were then read and graded by Belal SIddIque WIth the
aSSIstance of a Newblznet employee Smce the homework aSSIgnments were eIther good, average
or poor, It was deCIded to assign them grades 1, 2 or 3 IndiViduals With no homework were
gIven a 0 grade

Smce the homework aSSIgnments were dIfficult to read, they needed to and translated by a natIve
RUSSIan speaker before the mformatlOn could be added to the Ukrameblz com home page

Fmal Participant SelectIOn
A final lIstmg of apphcants was then prepared by Newblznet, groupmg them by mdustry The
three grades (company, applIcant mtervlew and homework) were then added to the hstmg and
totaled Those persons WIth the htghest grade pomts were tentatIvely selected Thts lIst was then
reVIewed by IESC and Newblznet for geographIC dlstnbutlOn

In the meantime and mdependently, Newblznet had asked offiCIals at the Oblast to rank the
compames There was some concern that the Amencans might have overlooked good candIdates
It was comfortmg to learn that there were no conflIcts between the lIsts although the rankmgs dId
not always agree

After revlewmg the selectlOn lIst, It was found that one company had been entered mto the wrong
mdustry group and that thIS would affect the rankmgs Also, one good company had no
representatlOn whereas two others had two representatIves It was also deCIded that there should
be only one representatIve from the trade associatlOn although they should have had two selected
stnctly on the baSIS of the raw pomt scores

The hst of successful candIdates was finally gIven to TIm Dubel at USAID m KIev US
Ambassador Mormngstar was to VISIt Kharktv the followmg week and USAID wanted to gIve the
Ambassador the opportumty to announce the names and compames

In additlOn to the lIst of selected mdlvlduals, It was deCIded to select alternates Then If one of the
selected persons was unable to attend the study tour, others could take theIr place
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A full hstmg of selected mdlvlduals and compames IS attached to thIS report

Interpreters for the Study Tour
Two mterpreters were requIred for each study tour and Alexander Dudka agreed to recruit these
mdlvlduals Subsequently, eEl was mformed by USAID that Ukralmans could not be lured as
mterpreters despIte that fact that thIs arrangement had been approved m the grant contract
Eventually, the mterpreters agreed to proVIde theIr servIces WIthout a charge for mterpretmg

In certam sItuatIOns, two mdlvlduals m the same company were apphcants and the subordmate
placed hIgher than the supenor In other cases, some of the apphcant compames possIbly had
funds and were wIllmg to pay for one of theIr employees to attend In both these cases CEI
deCided to allow the company to Jom the tour If they paid the vanable costs Room and board
were budgeted at $2,150 plus airfare wluch the company could purchase separately

Press Conference
In order to pubhclze the overall program, a press conference was held after the semInar
Representatives of SIX newspapers attended and the meetmg lasted 1 5 hours Short statements
were first given by Alexander Dudka, Nlkolay Yaklmenko, Leland Cole, Belal Slddlque and John
WaIght The questIOn and answer penod was qUIte hvely Alexander Dudka subsequently
reported to CEI that several comphmentary artIcles were wntten
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Semmar Costs
Pnor to the sermnar, eEl and Newblznet had reached an agreement regardmg costs of the
sermnar Tlus agreement was based on costs estImated by Alexander Dudka At the end of the
sermnar penod these costs were dIscussed m detaIl and found that some were hIgh and others
were low After dIscussIOn It was agreed that the total amount was about nght The major
dIscrepancy was the cost of sendmg Newblznet employees on the company surveys, an Item that
was not prevIously agreed and budgeted

Techmcal Writers for the Study Tours
One techmcal wnter was reqUIred for each study tour ThIs sItuatIOn was dIscussed WIth
Alexander Dudka who agreed to locate SUItable candIdates Subsequently, he was Informed by
USAID that all techmcal wnters had to be employed at US funded orgamzatIOns ThIs effectIvely
restncted the selectIOn to employees ofNewbIznet Two persons were ten selected, Tetyana
Dudka from Kharklv and Serguel Perepehtsyn from KIev ThIs sItuatIOn needs a better resolutlOn
for future study tours

NotdicatlOn
Dunng the semInar the applIcants were told that they would be notified by Thursday, June 11 It
was therefore deCIded by CEl and Newblznet that all semmar partIcIpants would be notified by
mail Accordmgly, four letters were prepared and sent
1 The first letter notIfied the apphcants who had been selected and asked them to sIgn the

enclosed contract and return It WIth a VIsa processmg fee to Newblznet
2 The second letter notIfied the apphcants who had not been selected
3 The thIrd letter notIfied that apphcants who had been selected as alternates
4 The fourth letter notIfied the apphcants who could Jom the study tour If they paid theIr

vanable costs which were $2,150 plus air transportatIon
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CD-ROM
Newblznet had decided to produce a CD-ROM ofthe MTM Study Tour Program entitled "USA
Ukrame Busmess Development Bndge" A Newblznet representative had accompamed the lEse
volunteers to each company and had photographed the people and the work sites Tms
mformatlOn, together With mformatlOn Newblznet had previously accumulated, was mcorporated
mto a smgle CD-ROM The text for the CD-ROM was Russian Two copies were given to CEI

GeneralObselVatlons
1 The best compames are not lookmg for Jomt ventures, but for credits and techrucal

assistance to help them expand The weaker companies are lookmg for Jomt ventures to
proVide operatmg funds

2 Compames are typically short of cash to pay both employees and supplIers A strong
company IS one that IS behmd m ItS salary payments by only two months

3 Many compames, especially m the dairy mdustry, complamed about a lack of raw
matenals ThiS IS not a slgmficant problem faced by the stronger comparues Workmg
With supplIers, however, reqUIres ImagmatIve approaches More often than not, It reqUIres
the supphers get paid

4 Marketmg IS a concept almost entIrely unknown to Ukramlan compames Almost no
compames have a marketmg manager Few compames understood the need to determme
how to sell their products Many managers felt the solutlOn to most of their financial
problems was to purchase new productlOn eqUIpment Little or no thought had been given
to market research, to defimng the size and nature of the market and to the methods most
effective m selhng to that market The depth of thiS problem IS a slgmficant deterrent to
progress for the entIre economy

5 It has been Said that only the young managers could embrace the necessary market
reforms Although that may be true m general, there certamly were exceptlOns

6 Women generally scored higher than men m the mtervlews In addltlOn, several women
headed their orgamzatIons A slgmficant percent of the applIcants at the semmar were
women and twenty-mne percent of the applIcants selected for the study tour program were
women Subsequently, USAID mformed CEI that 40% of any tour group had to be
female ThiS gUIdelIne was Waived for the MTM study tour program

7 The number of compames m the meat/dairy/edible 011 mdustnes was large, thus provldmg
us With a large number ofgood candidates The number of applIcants m the
frult/vegetable/ sugar mdustnes was smaller and prOVided a smaller pool of candidates

8 Newblznet and lEse suggested that the program be expanded to the adjacent oblasts of
Sumy, Poltava and Donetsk The first two are agncultural and It would be reasonable to
have two tours from the combmed oblasts The selectlOn semmar could easIly be held m
the capital of each CEI should also conSider havmg two mdustnal tours, pOSSibly m
machme bUIldmg or buddmg constructlOn, m Kharklv and Donetsk

9 At the time of the semmar, Fred Hudson an IESC vice preSident and Dons Manam, IESC
Director, Europe were m Kharklv They commented that tms program was an excellent
example of three USAID supported orgamzatlons workmg together on one project

10 Several semmar partiCipants mentlOned they had benefitted greatly from the sermnar and
the tIme they spent was very worthwmle, even If they were not selected to go to the US

11 There was conSIderable mterest m "food for chIldren" ThiS came from both the Oblast
and from mdIvldual compames ThiS speCIfically referred to baby food and food for
adolescents
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Future Semmar SuggestIOns
The overall semmar process went qUIte well As always, there IS always room for Improvement
The followmg suggestlOns are offered for future programs

12 Ukratruans talk proudly about the fact that theIr food does not mclude addItIves
However, they are also concerned about the short shelfhfe of theIr products

13 CEI say httle eVIdence of frozen foods even though tills IS a very effectIve method of
mcreasmg shelf hfe

1 Pre-Sermnar actIvItIeS
a The Agreement wIth NewbIznet needs to be sIgned at least three months before the

sermnar
b The company survey forms should be used by the people conductmg the surveys
c There should be wntten mstructlOn for the people conductmg the company surveys

and these should descnbe the overall program
d It would be useful to develop a task checklIst for CEI, NewbIznet and IESC
e The apphcatlOn forms were wntten m RUSSian The completed forms should be

typed and translated smce they contatned mformatlOn useful for the study tours
Some companles dId not fill out a form and others oIDltted VItal mformatlOn such
as address and full telephone number

f The format of the reportmg forms changed several tImes to meet changmg needs
ReVIsed forms, wIth company numbers, should be developed BaSIcally two forms
are needed one wIth company mformatlOn and one wIth applIcant mformatlOn

2 The SeIDlnar Itself
a The two mtroductory talks by Mr Cole should be combmed These were an

mtroductlOn to the program and the detaIls of the program operatIon
b It would be deSIrable to obtam a wntten verSlOn of the Rostislaw Donn talk

PossIbly he can proVIde an outlIne that can be expanded m the future
c The Busmess DIfferences talk gIven by Belal SIddIque should be shortened,

softened to make It less cntlcal ofUkratne and translated mto RUSSIan
d The Investment talk from Mr SIddIque should be gIven The Ukratruans have a

great deal ofmterest m the subject ofmvestments and they would benefit from the
mformatlOn

e The entIre second day should be devoted to the presentatlOns by the IESC
volunteers The discusslOn about products and marketmg m the US would be of
great mterest VIdeos should also be used wherever possIble

f The Ukratnebiz com dIScussIon should be expanded to mclude a illstory of the
Internet

g The talk on the busmess plans was a good Idea However, It should be expanded
to mclude more on marketmg

h The presentation on accountmg was too detaIled and needed to have more
audIence partICipation to lIven It up Handouts would have been helpful
The World Bank seIDlnar mformatlOn was not used although a small amount of It
was dIstnbuted Greater use should have been made of tills matenal

J A talk on Marketmg and Market Research would be a useful additlOn
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June 12, 1998 Meetmg at USAID with Tim Dubel, Program Officer
Several tOpICS were covered m the one hour meetmg
1 The selectIOn selTIlnar and ItS results were dIscussed Mr Dubel was gIven the selectIOn

lIst which had been finalIzed late on Thursday This lIst wIll be gIven to Ambassador
Morrungstar

2 A reVIsed end date for the current program was dIscussed It was agreed that a reVIsed
date of March 31, 1999 was reasonable
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Newspaper Advertisement
The followmg newspaper artIcle appeared m the Kharlav newspapers when the program was
announced

, ,

Fmal Report - MTM ProductIvIty Study Tour Program for KharkJ.v, Ukrame Page 47

CENTER FOR ECONOMIC
INITIATIVES, CINCINNATI

ApplIcatIOns for partIcIpatIOn wIll be accepted tIll June 1,1998
Contact tel (0572) 409-415,409-133
RegIOnal Busmess Support Center,
16 Lemn Ave Kharlav
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InVIte potentIal lIsteners to the semmar

PROGRAM OF TRAINING DIRECTORS AND MANAGERS OF INDUSTRIAL
ENTERPRISES WITH SUBSEQUENT EDUCATIONAL TOUR IN THE USA

REGIONAL BUSINESS SUPPORT
CENTER, KHARKIV

TRANSLATION

Enterpnses of all types of property ownershIp engaged m
.. meat processmg
.. mIlk processmg
.. edIble oIls productIOn
.. sugar productIOn
.. fruIt and vegetable processmg
may take part m the program
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7. Tour Logistics

Tour #2 became confused m Pans and ffilssed theIr flIght to Cmcmnati They were placed on two
dIfferent flIghts to Atlanta the next day and then Jomed up for the final flIght to Cmcmnati The
luggage arnved m Cmcmnati over a three day period

Both tour groups had problems WIth the flIght to the US and neIther group arnved on schedule
On tour #1, one of the partIcIpants, who could not read or speak EnglIsh, wandered away from
the group and became lost m New York The group mIssed theIr flIght but fortunately were able
to take a later flIght that same day
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Air travel to the USA
Travel to the US was Via US flag aIr carners except for the flIghts m and out ofKiev The tIckets
were purchased by CEI m the US from Delta AIrlmes The tIckets themselves were Issued and
pIcked up by a NewbIznet representatIve at the Delta office m Kiev

Travel m Ukrame
The partICIpants were all responSIble for theIr own transportatIOn withm Ukrame ThIs also
reqUired them to spend one mght m KIev pnor to theIr early mornmg departure from the Kiev
aIrport

Passports
In order to travel to the US, all UkraIruans were reqUired by theIr government to have new
Ukralruan passports smce they were no longer permItted to travel on SOVIet passports as had been
the case before 1998 The new passports presented a new challenge for the program orgaruzers
smce the spellIngs of all names had to be m UkramIan and these were dIfferent from the RUSSian
spelling of theIr names Not even the mdividuals knew the spelling of theIr own names untIl they
receIved theIr new passports The SItuatIOn became complicated for the program lOgIStICS smce
the names on the passport, VIsa and tIckets all had to agree At one pomt It was doubtful that the
VIsas would be Issued m tIme for the program, but as a result of good work by Tanya (Tetyana)
Dudka and WIth the help ofTim Dubel at USAIDIKIev, all the VIsas were receIved m tIme From
the US pomt ofVIew, there was great concern about the aIrlIne tIckets, but fortunately Delta
AirlInes was very helpful

Visas
VIsas were provIded for all the partIcIpants, except the techrucal wnters, through the Academy for
EducatIOnal Development (AED) m Washmgton ThIS procedure worked well for the program
The technical wnters, smce they would be workmg m the US, were able to obtam temporary
work perffilts at the Amencan Embassy m KIev through theIr employer (NewbIznet) The cost of
the VIsas was assumed by CEl although It had not been budgeted

Introduction
CEI had responsIbIlity for all lOgIStICS for the study tour program It was then decIded to
subcontract tms task to Turpm AssocIates who assIgned Mrs Judy Swartzbaugh, a former
USAID employee wIth expenence m RUSSia ThIs expenence proved to be very valuable and she
provIded valuable dIrectIOn on thIs very Important phase of the program
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Travel wlthm the USA
Wlthm the US, all travel was by chartered bus Several bus companIes were asked to quote and
the contract was eventually awarded to JetPort Express They were very accommodatmg to last
mmute changes whIch were unfortunately necessary The budget amount for each tour was
$10,500 and great care was made to keep under thIs figure ofapproXlmately $500 per day ThIs
budget figure was two years old and rates had mcreased In order to keep withIn budget, tnps to
Wlsconsm and MInnesota had to be dropped ThiS Impacted negatively on both the dairy and
sugar participants

The overall plan was for the tours to be m the Cmcmnatl area dunng the first and last week of the
tour Longer tnps were scheduled for the second and third weeks, but always trymg to keep the
number of overnights to an minImum The coaches themselves seated 45 and had their own tOIlet,
work tables and VCR The dnvers were qUIte satIsfactory

From the travel pomt of VIew, the greatest problem was WIth the Itmerary whIch was bemg
arranged by the Tour Consultants The Tour Consultants m turn had difficulty finahzmg the
schedules CompanIes were slow to commit to the program or even reversed their deCISIOn to
host a tour based on varIOUS conSIderatIOns, not the least ofwhich was their concern about their
FDA mspector

Accommodations
The tour groups were to be housed m hotels so CEI contacted several organIZatIons m the
Cmcmnatl area The Vernon Manor was finally selected due to the pnce, facIhtIes, services,
10catlOn and the avaIlablhty of free local transportatIOn Breakfast was mcluded m the room pnce
There were also stores and fast food restaurants wlthm walkmg distance Two tour members
were aSSigned to a room, With the participants bemg able to select a roommate of the same sex

All lectures were given at the hotel which had convement parkmg The only drawback was that
the hotel was not m the best area of town Nevertheless, the tour members came to regard the
Vernon Manor as their home away from home

Meals
The program budget proVided $35 00 per day for meals and mCldentals CEI deCided that thIS
amount should be subdiVIded $10 for breakfast, $10 for lunch and $25 for dmner The amount
for mCIdentals was mcluded m these meal amounts

The baSIC plan was for the partICIpants to be proVIded WIth cash for all meals except those that
were proVIded by eEl For example, each breakfast at the Vernon Manor hotel mcluded m the
pnce of the room Therefore, no cash was proVided for that meal

At the begmmng of the tour, the partICIpants were gIven an overall schedule of the amounts that
would be proVided Then, once a week, each participant was proVIded WIth their cash allowance
for the upcommg week They were also asked to SIgn a receipt for thIs amount
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Sunday, August 09 Free Day

FrUIt, Vegetable, Sugar Study Tour

8. Program Schedules

Wednesday, August 05
1945 Group arnves CmcmnatI- DL1870 (Vernon Manor Hotel provIded

Transport from AIrport to Hotel)
21 30-2230 Dmner Vernon Manor Hotel
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Bus Departs Hotel Vernon Manor
VISIt to Club Chef
Tour Castelhm FacIhty
Tour Grant County Foods

Bus Departs Hotel Vernon Manor
VISIt to Husman's
Lunch (Fast Food)
Nash-Fmch/IGA
Dmner
Group DIScuSSIon, Group Leader
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Monday, August 10
0730
0800-0900
09 15-10 15
1045-11 30

13 00-1400
1400-1900
1900-2000

1900-2000

Saturday, August 08
08 45 Bus Departs hotel Vernon Manor
0900-1030 Fmdlay Market
11 00-13 00 Cultural DIfferences Sermnar (Talk by Lanssa Chupnna) Vernon Manor

Hotel
Lunch (on theIr own)
Mid Afternoon and Evenmg OPEN
Dmner

Friday, August 07
0830
0900-11 00
1200-13 00
1400 - 1700
1900-2000
2030-2200

11 00-1200
1230-1400
1400 - 1600

Thursday, August 06
0700-0830 Breakfast at Hotel Vernon Manor
0830-0845 Welcome and IntroductIOn (Leland Cole)
0845-0930 Study tour overvIew (Belal SIddIque)
0930-10 15 Tour ObjectIves and Post-tour Reports and ResponsIbIhties (JIm SIlberman)
10 15-10 30 Break
10 30-11 00 OnentatIOn to City of Cmcmnati (Randy Welker-DIrector ofBusmess

RetentIOn, Greater Cmcmnati Chamber of Commerce)
Tour LOgIStICS (Leland Cole and Belal SIddIque)
Open aIr barbecue lunch at the Vernon Manor Hotel
Tour of the Downtown, Carew Tower Food Mart and VIsItor ObservatIOn
Deck (Shuttle Bus)
Dmner
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1200-13 00
1400-1600
1900-2000
2030-2200

Tuesday, August 11
0800

1030-10 50
1050-1130

11 45-1230

1230-13 30
1400-15 00
1600-1630
1900-2000
2030-2200

Lunch (Fast Food)
Tour Flavor Systems InternatlOnal
Dmner
Group DlscusslOn, Group Leader

Bus Departs Hotel Vernon Manor for OhlO State Umverslty (Dept of
Agnculture) Columbus, OH
IntroductlOn at OSU
Overview of development Issues and means to overcome obstacles m East
Europe (Talk by Prof Luther Tweeten)
OvervIew of mput markets m East Europe and means to Improve markets
(Talk by Prof RIchard Meyer and Ms Mehnaz Safavtan)
Lunch (Fast Food)
Tour Anthony-Thomas Candy, Inc
Return to Hotel (Stay the mght m Columbus)
Dmner
Group DlscusslOn, Group Leader

Wednesday, August 12
10 00 Bus Departs Travel Inn
1030-1200 Tour of the OhlO State Agnculture Fair, Columbus, OH
12 00-13 00 Lunch
13 00-1800 Tour of the OhIO State Agnculture Fair, Columbus, OH
19 00-20 00 Dmner
2030-2200 Group DISCUSSIon, Group Leader (Stay the mght m Columbus)

Thursday, August 13
09 00 Bus Departs Travel Inn, Columbus for travel to Cmcmnatl
11 00 13 00 Tour of B &. J Machmery Inc
13 00-1400 Lunch
1400-1900 Free Time
19 00-20 00 Dmner
20 30-22 00 Group DISCUSSion, Group Leader

Friday, August 14
0830
11 00-12 15

12 15-13 30
13 30-15 30
1900-2000
2030-2200

Bus Departs Hotel Vernon Manor In CIncInnatI
Ms Mary Beth Cowardm, Chief - DIVISion ofMarkets, OhIo Dept of
Agnculture (ODA), Columbus, OB Welcome and Overview ofODA
QuestlOns and Answers
Lunch
Return to Cmcmnatl
Dmner
Group DISCUSSIOn, Group Leader

Saturday, August 15
15 45 Bus Departs Vernon Manor
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Sunday, August 16 Free Day

Wednesday, August 19
0830 Bus Departs hotel m Holland for tour ofMIchtgan Sugar Co, Sagmaw, MI
1200-13 00 Lunch
1400-17 00 Plant Tour ofMIchIgan Sugar Co Host MItch Reno, Manager

CommumcatIOns
19 00-20 00 Dmner (Stay the mght m Holland, OH)
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Bus Departs DAYS INN for tour of Fremont Co , Fremont, OH
Tour of The Fremont Co
Lunch m Fremont, OH
Travel to VISIt Buurma Farms Inc, WIllard, OH

Bus Departs hotel for tour of Stegner Food Products Co , CmCInnatI, OH
Tour of Stegner Food Products Co
Lunch
Tour of PortIon Pac, Inc
Bus Travel to Toledo
Dmner
Contmue Bus Travel to Toledo/ Holland (Stay the mght m Holland, OH)

Bus Departs Hotel Vernon Manor for tour ofKB SpecIalty Foods,
Greensburg, IN
IntroductIon and Plant OvervIew at KB SpeCIalty Foods, Greensburg, IN
Plant Tour KB SpeCIalty Foods
Open DISCUSSIons and QuestIons
Lunch
Dnve to RA Jones Inc Covmgton, KY
Plant Tour RA Jones Inc
DInner Water Town Yacht Club Marma, Dayton, KY

DInner at McKInney's House
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Friday, August 21
0900
10 00-1200
1200-13 00
13 00-1400

Thursday, August 20
0730 Bus Departs hotel m Holland for tour ofHtrzel Canmng Co , Toledo, OH
0830-10 30 Tour ofHIrzel Cannmg Co
1030-1200 Travel to Greenhne Produce Co , BowlIng Green, OH
1200-13 00 Lunch m Bowhng Green, OH
1400-1630 Plant Tour of Greenlme Produce Co Host Mark Sommerfeld, DIrector of

OperatIOns
Check ill DAYS INN and Stay the mght ill BowlIng Green
Dmner
Group DiSCUSSIOn, Group Leader

1700
1900-2000
2030-2200

Tuesday, August 18
08 15
0900-11 30
1200-13 00
1400-1600
1600-1900
1900-2000
2000-21 00

Monday, August 17
08 15

10 00-1030
10 30-11 30
11 30-1230
1230-13 00
13 00-1400
1400-1600
1700-21 00

1600-21 00
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1400-1600

1600-1900
1900-2000
2000-21 00

Tour ofBuurma Farms Inc (Canned vegetable and JUices) Host Loren
Buurma, President
Travel back to Cmcmnatl
Dmner
Contmue travel back to Cmcmnatl

Saturday, August 22 Free Day

Sunday, August 23 Free Day

Monday, August 24
0730

11 00-13 00

13 00-1400
1400-1600

1600-1900
1900-2000
2000-21 00

Tuesday, August 25
11 00-13 00
13 00-1400
1400-2000
2000-21 00

Bus Departs Hotel Vernon Manor for tour ofRay Brothers & Noble
Cannmg Co , Hobbs, IN

Plant Tour Ray Brothers & Noble Canrung Co , (Canrung of tomatoes and
vegetable beverages) Host Ray Noble (President)
Lunch
Tour field operatlOns, mechamcal harvestmg, VISit corn and soybean fields
nearby
Dnve to Chicago
Dmner
Contmue Dnve to Chicago (Stay the mght m Chicago)

Tour ofInstltute of Food Technology and meetmg With offiCials
Lunch
Sight seemg m ChIcago
Dmner (Stay the mght m Chicago)

Wednesday, August 26
08 00 Bus Departs Chicago for travel back to Cmcmnatl
1200-13 00 Lunch
13 00-15 00 Contmue Dnve to Cmcmnatl
19 00-20 00 Dmner
20 30-22 00 Group DISCUSSion, Group Leader

Thursday, August 27
900-1200 Vernon Manor Marketmg Semmar (Ed Watson)
1200-13 00 Lunch
19 00-20 00 Dmner
20 30-22 00 Group DISCUSSion, Group Leader

Friday, August 28
0900
1030-1200

1200-13 00
1900-2000

Bus Departs Hotel Vernon Manor for travel to Dayton, OH
Tour of Annanno Food, Dayton, OH (Salad dressmgs, tomato based
products, spaghetti sauce) Host Lenny Annanno, President
Lunch
Dmner
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Sunday, August 30 Free Day

Meat, DaIry, EdIble Ods Study Tour

Monday, September 14
17 30 - 21 00 Dmner/ReceptIOn/OvervIew

Sunday, September 13
1435 Scheduled arnval In CInCmnatI (Actual arnval September 14)
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Vernon Manor Investment Semmar (Mr Joe Parker, Freedom Farm)
Vernon Manor Investment SemInar (Mr Don Schmtdt, PresIdent 
Wmdwatch Investments Inc)
Lunch
Vernon Manor Packagmg Semmar (Allan Costantm)
CertIficate PresentatIOns
Dmner (Boat House, Montgomery Inn)

Group DIScussIon, Group Leader
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Thursday, September 17
900 - 1200 Graeter's Ice Cream Tour
14 00 - 16 00 Flavor Systems InternatIOnal Tour
1730 - 21 00 Yacht nde on the OhIO RIver

Wednesday, September 16
900 - 1200 Queen CIty Kroger Tour
1400 - 17 00 Food SpeCIaltIes Tour

Tuesday, September 15
900 - 1200 New Honzons Tour
13 30 - 1630 Don Dufek SemInar
17 30 - 18 30 NeIghborhood onentatIOn (J Swartzbaugh)

Tuesday, September 01
08 00-15 30 Free TIme
1200-13 00 Lunch
1530 Leave Vernon Manor Hotel
18 50 Group Departs Cmcmnatl - DL44 (Vernon Manor proVIdes transport to

aIrport )

1200-13 00
13 00-1600
1600-1700
1930-2200

Monday, August 31
09 00-10 30
1030-1200

Saturday, August 29
0830 Bus Departs Hotel Vernon Manor for Jungle JIm Store
0900-12 00 Tour ofJungle JIm Store
1800-23 00 Dmner at SlddIque's

2030-2200
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Friday, September 18
830 - 11 30 Uruted Dairy Farmer's Tour
13 30 - 1630 Stegner's Tour

Saturday, September 19
Octoberfest In CInCInnatI

Sunday, September 20

Free Day

Free Day

Monday, September 21
13 00 - 16 00 Bob Evans Farm's PresentatiOn

Tuesday, September 22
900 - 1200 Tamarak Farms DaIry Tour
1400 - 1700 OhiO Department of Agnculture Tour

Wednesday, September 23
900 - 1200 AC Humko Tour
1400 - 1700 SIG CombIBloc Tour

Thursday, September 24
9 00 - 12 00 SmIth Dairy Tour
1400 - 1700 GuggIsburg Cheese Tour

Friday, September 25
11 00 - 13 00 Jungle JIm's Tour

Saturday, September 26
1600 - 1930 Dan McKInney PICruC

Sunday, September 27
Free TIme

Monday, September 28
9 00 Leave for ChIcago

Tuesday, September 29
900 - 1200 APV Crepaco Tour
1400 - 1700 CVP Systems Tour

Wednesday, September 30
930 - 1230 OberweIs Dairy Tour
13 00 Travel to Decatur

Thursday, October 1
9 00 - 13 00 ADM Tour
13 30 Return CInCmnatI
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Saturday, October 10
08 00-15 30 Free TIme
1200-13 00 Lunch
15 30 Leave Vernon Manor Hotel
18 50 Group Departs CmcmnatI - DL44 (Vernon Manor proVIdes transport to

airport )

Sunday, October 4 Free Day
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Friday, October 2
900 - 11 00 Avnl & Son Tour

Page 57

Ed Watson Marketmg Semmar
EXIt mterviews

Hoffman Sausage Tour
JTM Tour

B&J Machmery Tour

Friday, October 9
900 - 11 00
11 00 - 1700

Thursday, October 8
900 - 1200 Schad Meats Tour
13 00 - 1430 AI Costantm Packagmg Semmar
1430 - 17 30 EXit Interviews

MOllday, October 5
14 00 - 17 00

Wednesday, October 7
10 00 - 13 00 PMI-Hobart Manufactunng Tour
19 00 Dmner at the CelestIal

Tuesday, October 6
900 - 1200
1400 - 1700

Saturday, October 3
1830 Dmner at Suzanne and Bruce Vatllancourt's
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FrUIt, Vegetable, Sugar Study Tour

9. EXit Interviews by Tour Members

The company currently has ItS own lme of biSCUItS They learned they can add sauces and
flavonngs to make new varIatIOns ofthls product

BarvenkovsklY Food Plant - V,ktOl UVal enko
Mr Uvarenko made a VIdeo of the tour that he IS anxIous to show to employees of their plant
He noted that US employees handled more tasks than m Ukrame He also feels that employee
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The company currently produces sunflower seed 011 Although sunflower seeds are commonly
sold on the street In Ukrame, they are never sold Without theIr shells SInce the company already
has de-shelhng eqUIpment, It would be relatively easy to package and market sunflower seeds
WIthout shells ThiS IS a product they mltIally saw at Jungle JIm's InternatIOnal Market m
CInCinnatI

One of the many operatIOns of this company IS a bakery A few years ago they produced 20,000
loaves a day, but thiS IS down to 2,000 loaves and generates $150,000 In sales annually Unsold
loaves are returned after a few days He belIeves that With new packagmg they wIll be able to
mcrease shelf lIfe In additIon, they Will be able to slIce, flavor and package stale bread and sell It
as flavored croutons ThiS can be a lucratIve product m a country where soups and salads are
common dishes With these new products Mr Pavlov feels they Will be able to get back to the
same level of profitabIhty they once enjoyed

Mr Pavlov espeCially hked the VISit to the Castelhm dlstnbutIOn faclhty, where the cost of fruits
and vegetables are lowered by buymg them when they are not yet npe The concept of In-house
npenmg of tomatoes and fruits as they are supphed to the market was a good learrung expenence
These products have a slgmficantly longer shelf hfe They also learned other new procedures,
such as how to store omons m bags to permit good air Circulation and thus mcrease shelfhfe At
a mmlmum, they should be able to save 30% on their costs by usmg the mformatIOn learned from
thIs VISit

BarvenkovsklY Food Plant - Vlkto, Pavlov
Their company has many different busmesses, a SituatIOn that IS common m UkraIne but not seen
often m Amenca In each of their busmesses they have many speclahsts, but the volume of sales IS
low They will re-Iook at all their busmesses and markets to select those that are most profitable
and thereby become more focused

eEl leaders held post-tour Individual Interviews WIth each of the partIcIpants Each was asked to
comment on theIr ImpressIOns of the tour and on benefits they estImate could result through
mcreased productIvIty and/or mcreased Sales from the addItIon of new products DUrIng the half
hour mtervlews, each participant was able to descnbe those pomts they felt were particularly
sIgmficant for theIr company In addItIOn, each of the particIpants took the opporturuty to express
theIr smcere thanks to CEI and USAID for offenng thIs program, whIch was not only mformatlve
but elljoyable as well
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headcount reductIOns must be considered He particularly liked the VISit to CastellIm, where they
learned how to Improve the shelf life of fruits and vegetables

He felt there are several new products they could produce m Ukrame One IS sunflower seeds
that are de-shelled, roasted and salted Also, the company makes bottled water they are mterested
m marketmg m the U S

He appreciated the opportumty to meet With Lanssa Chupnna (one of the study tour lecturers)
who may have some possible mvestors for hiS firm

In Ukrame, the company will conduct market research studies to learn what people want and why
people buy their competitor's products They will also start an advertlsmg program that he
expects will mcrease sales by 15%

Fasma - OlekslY Gonskly
Fasma supplies and mamtams packagmg, filling and labelmg eqUipment for the UkraIman market
Mr Gonskly was most Impressed by Amencan orgamzatlOn of productIOn and by the quality of
people workmg m factones He has worked mamly With dairy producers m the past, and thiS gave
him a chance to learn about the needs of fruit and vegetable processors, although the pnnclples
are the same He felt he would be able to expand hiS market smce he has been able to gam the
confidence of the other tour members (thiS was later confirmed by CEI) He feels he Will be able
to mcrease hiS sales by 30% per year

Mr Gonskly also deSigns trademarks and he was able to evaluate hiS work m the US The
Amencan reactIOn to the deSigns he displayed was qUite favorable He was encouraged that he IS
gomg In the nght directIOn

Another of hiS actiVities IS that he represents a Kharklv packagmg associatIOn and IS on the Board
of the UkraIman and Kharklv Packagmg ASSOCiatIOn He IS hopeful that half of the tour members
Will Jom the aSSOCiatIOn, upon return to Kharklv He plans to arrange semmars based on the study
tour and other tOPiCS ofmterest to the members He has a "can do" attitude and hopes to be able
to mfluence not only the mdustry but the government as well In thiS regard, he feels US adVisors
should focus on mfluencmg the government, SInce trade aSSOCiatIOns are unable to do thiS

He feels the US government should do more to encourage UkramIan compames that prepare and
produce product brochures It would also be deSirable If the US government could do more to
support the packagmg mdustry ThiS could mclude exhibitIOns and mformatIOn on tOpiCS such as
refngeratlOn and plant layout SImIlar to Burma Farms, one of the compames VISIted on the tour

InterfrUit - Alma Zhylma
With mformatlOn gamed from the tour, Interfrult plans to create new products enhanced WIth
flavors from compames such as Flavor Systems InternatIOnal based m Cmcmnatl They currently
produce SIX JUices, which are all 100% natural, of which apple IS the largest sellmg ThiS program
gave her Ideas for producmg at least SIX new products They expect to be able to create several
vanetIes such as apple and apncot, gmger and apple, and apple and gmseng The Company feels
that sports dnnks (like fruit punch) and Ice tea Will also be good addItIOns A carrot processmg
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He got a new Idea for vegetable processmg, whIch IS to "color sort" tomatoes to reduce labor
sigruficantly

Ime wIll also be consIdered smce thIS IS a very large crop m Ukrame and there IS a demand for
concentrated fnnt JUices such as V8

The company currently has annual sales of more than $6 millIon Sales are expected to mcrease
40-50% as a result of these new products, WhICh wIll double the number of products m theIr Ime

The closed, contmuous flow ofgoods (unloadmg, processmg, packagmg and warehouse
dlstnbutlon) whtch he saw m all U S plants IS defimtely a good Idea and one that he wIll
Implement m UkraIne Mr Shkurko felt that thIS Idea alone would result m a ffilrumum 20%
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ThIS sugar company never purchases sugar beet WIth cash, but returns 70% ofthe processed
sugar to supphers and keeps the remammg 30% As a result, they are m competItIon WIth theIr
customers for Sales However the collectIve farms do not have pnce controls and can sell theIr
sugar at any pnce Sugar compames can only sell at government controlled pnces

The mam problem m Ukrame IS a shortage of raw matenals ThIS IS due to a lack of cash WIth
whtch to purchase the sugar beet In addItIon, U S beet plants operate four months per year and
the Ukratruan plants operate only one month per year The company could reduce costs by 10
20% If they could operate four months per year Therefore, they are lookmg for new products
Mr Pognbnyak lIked the value-added products they had seen, mcludmg butterscotch and caramel
flavored sauces, syrups and Icmgs Brown sugar wIll also be mvestlgated WIth new products,
they also WIll be able to mcrease worker salanes

Nadlya Agricultural Farm - Anatolzy Shklll ko
Mr Shkurko felt the level of technology m hIS mdustry IS about the same m the two countnes
However, the orgaruzatIOn oflabor m the US IS sigruficantly supenor U S employees know theIr
responsIbIlItIes He partIcularly hked the VISItS to OhIO State Uruverslty, the Orno Department of
Agnculture and the InstItute of Food Technology (1FT) m Crncago, all ofwrnch dIscussed
marketmg For the first tIme, he learned that m the US, marketmg pohcles and SOCIal Issues are
dIscussed pubhdy He partIcularly hked the educatIOnal program conducted by 1FT

The company currently does httle advertismg The VISIt to Amenca has gIVen Alma food for
thought, and she IS considenng advertlSlng m the grocer's weekly newspapers The company
needs to Improve ItS dIstnbution system and WIll mvestlgate addmg a warehouse m Kharktv (they
presently have one faCIlIty m PervomaIsk) and will add a truck to make daIly delIvenes to eXIstmg
chents

Kongressovskly Sugar Plant - SelglY POgJ lbnyak
Mr Pognbnyak was sorry the tour was unable to see the productIOn facIlItIes of the MIchtgan
Sugar Plant where workers were on stnke However, he belIeved It IS SImIlar to theIr operatIOn m
Ukrame In theIr plant m Ukrame they have 500 employees who process 1,500 tons / day In the
MichIgan Sugar plant they have 1,000 workers m four plants and that produce 6,000 tons / day
In effect, the US plant IS tWIce as productIve as the UkraIruan plant He belIeved some
prodUCtIVIty savmgs were pos~Ible here
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savmgs m hIS operatIOn He also hked the Idea of usmg pallets and plastIC film to wrap goods
onto the pallet

The company currently produces 60 vegetable products The level of productIon IS 6,000,000 Jars
per year, all with pry top hds They want to export and Mr Shkurko gave eEl a copy of theIr
pnce lIst expressmg umt FOB factory pnces He wIll work on quantIty pnces based on vanous
Eastern U S ports He was adVIsed that a different type of packagmg would be reqUIred m the
West The company WIll be evaluatmg the possIbIhty of purchasmg a packagmg machme from B
& J Machmery

NovOlvanovski Sugar Plant - Kostyantyn Ulko
Mr Ulko felt there IS a lot of room for Improvement m their company There is a need to replace
old eqUIpment and streamline operatIOns He estimated they could reduce their costs by 30%

One of the most urgent needs m Ukrame IS to mcrease the length of tIme that plants are
operatIOnal In the US, sugar plants receive a 7% processmg fee whIle m Ukrame they receIve
only a 2% fee ThiS IS clearly msufficlent

The company makes some by-products from molasses, mcludmg candles and sugar beet cake
Whatever cake cannot be sold is converted to ammal feed, but 15-20% IS spoiled and scrapped
because of fermentation that sets m dunng the hot summer months

The company WIll evaluate sellIng their sugar m smaller packages and producmg new products
usmg molasses, lIke yeast, caramel, etc Mr Ulko estimates these new products Will mcrease
sales by 15-20%

Pervkhmskly Sugar Plant -IgO/ Rlld
In the penod from 1991 to 1998, they were able to mcrease productIOn from 2,000 to 3,000 tons
of sugar beet per day, resultmg m 9,500 tons of granulated sugar per year Their productIOn cost
IS $0 46/kg and theIr selling pnce IS $0 58/kg, leavmg a very small gross profit of$O 12/kg The
most Important thmg for them to do to mcrease profit IS to mcrease productIOn and the number of
days the plant IS operatmg ThIS would allow them to payoff debts for which they are now bemg
heavIly fined

Mr Rud IS confident they Will be able to mcrease their sales and profitabIlIty by provIdmg sugar m
small, colorful plastiC bags WIth their own brand for the retail consumer They will conduct
market research to determme the size most useful for the consumer

The company WIll also mvestIgate the pOSSibilIty of packagmg sugar m small packets for use by
airlInes, railroads and restaurants There IS currently only one UkraIman firm m thIS busmess and
thIS offers them a real opportumty ThiS new product alone could mcrease sales by 30%

The Company Will re-evaluate the entire cost structure of their operatIOn and determme ways to
reduce costs They WIll also mvestlgate the use of molasses to produce yeast and other value
added products The additIOn of yeast Will not only mcrease sales by 10-15%, but more
importantly, allow them to employ staff throughout the year
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Her concludmg comment was "The program was magIC Jf

WIth all the new products they have seen, they should be able to mcrease theIr sales by 50%

Rymma captured the U S VISItS on VIdeo (five tapes) and she plans to gIve copIes to the local
admInIstratIon In addItIon, she IS plannmg a program WIth TONUS TV, the DIrector of whIch IS
a frIend of hers

Ms Chepyakova mtends to Implement a "No Smokmg" poltcy m her plant She also wants to
mtroduce Gl\1P (Good Manufactunng PractIces) by provldmg hatrnets to workers to Improve
health and hygIene
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Mr Loza wants to be able to sell brown sugar, a product not currently sold m Ukrame Although
sales may not be large, It WIll allow them to use some of the molasses that IS a natural by-product
of theIr productIOn AddItIOnal value-added products that can be made from molasses are
alcohol, yeast and carbon dIOXIde Other new products they wIll conSIder are Icmgs and flavored
toppmgs for Ice cream It IS estImated that these new products WIll Increase sales by 50% ThIs
WIll also mcrease the length of tIme the factory operates from 90 to 110 days and thus make It
more cost effectIve

ThIS sugar plant currently produces only whIte granulated sugar packaged m 50 kg (110 lb )
bags After VisItmg a US supermarket, he found there were many other sugar products hIs
company could proVIde He WIll also Investigate packIng theIr sugar m much smaller, customer
fnendly bags Currently, UkraInian retail outlets buy the large 50 kg bags of sugar and then
repackage Into smaller portIOns as ordered by the customer Although packagmg costs wIll
mcrease WIth smaller bags, the sugar plant WIll have a dIfferentIated product and mcrease sales as
a result of added convemence The retaIl customer can also be more confident of accurately
recelvmg the amount purchased Mr Loza estImated that 40% of theIr sales could be m the
smaller bags

SavmsklY Sugar Plant - Vlkt01 Loza
Mr Loza commented that unfortunately, sugar pnces are dIctated by the State and hence he has
lIttle control m thIS regard However, he stated that he WIll work hard to reduce costs and
Improve prodUCtIVIty at hIS sugar operatIOn

Rosmka - Rymma Chepyakova
The tour has convmced her that she needs to change Her firm has been producmg salads, and
has free space from whIch she now wants to supply fast food to chIldren, mcludmg snacks She
hopes that the Kharkiv City AdmInIstratIOn wIll cooperate WIth her and proVIde addItIOnal
fundmg ThIs would be a new lIne for her and she feels that she can mcrease sales by 60% ThIs
would be done by sellIng to the entIre Kharklv School dIstnct She also plans to prepare her
foods (such as sauces) m smaller packages for sales to aIrlInes and other mdustnes

The Pervkhmslay Sugar Plant IS the only plant m Ukrame that could produce sugar from cane that
they must Import from India, Brazil and other countnes ThIs too could provIde year round
employment for theIr workers
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Sugar Plant Named after Petrovskly - YUllY Sm1Onenko
This firm has been studymg how to reduce costs and this program gave Mr Simonenko many new
ideas Smce there is no product differentiation m their market, they need to do a better Job of
marketmg and plan to do such thmgs as addmg a trademark

ThiS is a large firm with 1,000 employees, producmg 12,000 tons of sugar a year As with all
Ukralman sugar plants, they have a very short processmg penod - about 90 days They are also
desperately short of cash as a result of mflatiOn m the early nmeties In fact, they are now forced
to barter for utilities (heat, water and electncity) In these barter arrangements, m effect they pay
a higher pnce for services than others who pay m cash, by providmg the sugar at reduced pnces
to their suppliers The utilities (i e their customers) then market the sugar at a profit under the
government's controlled pnce The result is that the only people makmg money on the sugar are
the utilities He wants to change thiS barter system and buy energy at a reduced cost He felt that
the productiOn cost m Ukrame is higher than m the U S

As a result of the above SituatiOn, the company must find value-added products that allow it to
control ItS own pnces Mr Simonenko feels the new products he discovered on the tour Will
enable them to do thiS Foremost IS the Idea of sellmg sugar m smaller packages ThiS alone Will
mcrease their profitabilIty 5-10% and make them profitable The company produces the highest
quahty sugar m the area and must learn to market itS products through TV and radiO advertismg

Talfun - Vasyl Zaytsev
Mr Zaytsev felt the mformatiOn he received \\-ould defimtely help Talfun mcrease sales He did
not know how It would help to reduce costs, but he understood that Amencans are constantly
workmg to reduce costs For example, the number of Amencan managers is much less than m a
similar Ukramian firm, and Amencan managers are very profeSSiOnal Amencans also spend
money only on projects that are well studied and fully Justified He observed that accurate
packagmg is very Important, where the contents and size of each package are carefully controlled

Taifun has a salad operation, and the mformatiOn learned from the tour at Club Chef and Castellim
will be very useful for the future By mtroducmg a new potato salad hne (similar to one he saw at
K B Foods) he Will be able to mcrease sales by 100% Annual sales of this part of their busmess
are $1 milhon

Mr Zaytsev was very impressed With Amencan management styles and structures, and
partIcularly With methods of distnbutiOn He had been to Western Europe several times, but had
never seen anythmg Similar to Amencan distnbutiOn systems These new ideas will allow Talfun
to grow Without mcreased management

Talfun - Oleg Slzonenko
The mformatiOn gamed from the study tour Will have a great effect on Talfun as it expands from
three to ten cafes They wIll be addmg greater capacity and need to Improve their productiVity
ThiS is a big challenge as they expand m Kharkiv and throughout Ukrame The mformatiOn on
salads that they learned at Casteillm (Club Chef) was particularly useful, where they saw a high
volume operatiOn bemg run smoothly and effiCiently They learned a great deal about the general
problems of product storage and fast customer dehvenes

Fmal Report - MTM ProductiVity Study Tour Program for Kharkiv, Ukrame Page 64



In additIOn, he wants to reorgamze hiS current dIstnbutIOn and warehousmg system, whIch seems
lugh on lus agenda He requested help from eEl on thIS program

For the fruIt JUice product lIne, the additIOn of new flavors should allow the company to Increase
Its Sales and reduce costs No good estImates were gIven

Mr Sizonenko would have liked to spend 2-3 days m a smgle factory to get a greater In-depth
knowledge of that operation

Mr Ktsilyov took extensive videos of the tour and IS anxIous to share thIS InfOrmatIOn WIth others
m lus company, hiS mdustry and Oblast admmlstratIOn offiCials He also plans to wnte articles and
gIve talks on the subject matter of the tour
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Oleg picked up many other new Ideas as a result of the tnp For example, he learned It IS more
efficIent to have a plant lmd out on a sIngle floor, and to use lightweight buildIng matenals wIth
good InsulatIOn properties PlastiC sheetIng matenal used m doorways ofAmencan cold storage
faCIlities allows fork 11ft trucks to pass freely and save energy Tmfun had been planrung to build a
new three story productIOn faCIlity, but have deCided to scrap that plan m favor of the one floor
deSIgn They also noticed that utlhtIes In U S factones are Installed m the ceilIng In Ukrame,
they come through the floor, makIng changes difficult and expensive

Zmlevskoy Milk Plant - VzetO! KlSllyov
ThIS company produces fruit JUices In additIOn to dairy products Annual sales are about $2
mIllion Smce thiS was not a dairy study tour, Victor could not comment on that sIde of the
bUSIness concernIng reducIng costs However, he felt the overall marketIng knowledge and
expenence gamed m the U S would help hiS company Improve theIr marketIng and advertISIng
and he estImated a 30-50% sales Increase as a result He felt to achIeve tlus goal he would need
to spend 2-3% more on marketmg

Tmfun now plans to reorgamze their current cafe operatIOn as a result, and In planmng new cafes
allover KharkIv and m strategically located places such as the border crossmg to Belgorod,
RusSia Oleg recorded much of the tnp on video and wants to add elements of desIgn pIcked up
at Amencan fast food establishments

Mr KIsdyov saw fruit JUice packagIng eqUipment at B & J Machmery USIng plastiC bottles and
Jars which he felt would be an excellent additIOn to hIS operatIOn He wIll aggressively pursue a
plan to secure used eqUipment (one-third the pnce of new hnes), SInce thIs can have a slgmficant
Impact on costs and sales He estimates hIS costs can be reduced 20-30% WIth new methods and
bottlmg eqUipment

Mr Sizonenko really liked Flavor Systems InternatIOnal Tmfun currently produces 50 types of
stuffed rolled pancakes, one ofwhich IS mushroom filled Mushrooms lose theIr aroma after the
pancakes are prepared, and flavonngs will help overcome thiS problem
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Meat, Dairy, Edible Ods Study Tour

Barvenskovskly Milk Plant - Volodymyr Yal mak Director
The eqUIpment In the Barvenskovskly MIlk Plant ("BMP") IS very old BMP IS now gOIng
through a balanCIng, modermzatlOn, and replacement process to restore proceSSIng at the plant
The replacement process started one year ago and the plant sat Idle for thiS year UntIl the
replacement IS complete, raw matenals are sent to the KharkIv Milk Plant which does outsourced
processIng for BMP

The MTM Tour has helped BMP by providIng cost saVIng Ideas that can be Implemented With
little or no cost ThIS will help the replacement process by not divertIng much needed capItal to
new Ideas A room for unloadIng milk trucks WIll be bUIlt SInce renovatIon IS currently
underway thIS can be achieved With no addItional cost It Will save labor and Improve effiCiency

once It IS complete and the plant starts productiOn Testmg can be done at the receIvmg area, and

If standards are not met, the load can be rejected Immediately

A power washIng system Will be added Use of eXistIng steam and water systems makes thiS
economically feaSible to add Immediately It will Improve the cleanliness of contaIners and reqUIre
less manpower than eXistIng methods

BMP has many managers As observed In U S plants there are many fewer managers to
supervise the work force BMP Will reorgamze along the lines proVided by Amencan compames
to reduce the SIze of ItS managenal staff

The preparatIon of cultures for sour cream productIOn are currently developed In mIlk WithIn
UkraIne The U S compames VISited used water for thIS process There are fewer bactena In
water and product quality IS thereby higher BMP will Implement the U S system

FInally, marketIng In the Umted States IS much more advanced than In UkraIne The importance
of dealIng WIth the customer will be stressed as BMP starts to expand Its markets Into Donetsk

Once the modermzatlOn is complete and debt is paid down to zero, B:rvfP Will be generatIng a 20
profit margIn Much of that margIn WIll be a result of technology and marketmg procedures
learned from the MTM Tour

Borovskoy MIlk Plant - OlehlY Pavlov Head Accountant
The Borovskoy MIlk Plant is a small, rural operatIOn prodUCIng flUId milk, sour cream, cheese,
and butter Annual revenues are approxImately $750,000

Borovskoy will expand ItS range and volume of products While thIS will not reduce labor, It will
reduce overhead as a percent of the selling pnce RedUCIng overhead as a percent of sales will
allow the company to charge less per umt to stay competitive

Oleksly mtends to expand revenues by 30 percent by developIng retail stores the way many U S
bUSInesses have done He anticipates 20-25 stores With not only dairy products from Borovskoy,
but also perhaps sausage produced by the plant They currently have excess space that can be
easIly converted to meat productIOn There WIll be capital needed for thIS, so It WIll be reVIewed
for feaSibilIty
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A lack of capItal prevents Borovskoy from usmg state-of-the-art packagmg the way many large
competItors do Oleksly wants to develop mexpenSIve packagmg to keep pnces low and mcrease
customer allegIance

Overhead coohng was observed m all daIry and meat plant operatIOns VIsIted m the Umted States
It IS one feature that has an Immediate applIcatIOn and savmgs for the Borovskoy plant Oleksly
wIll have Borovskoy's agItator and coolmg eqUIpment mstalled on the roo£1o Improve efficIency
Tills IS expected to proVIde a 20 percent energy savmgs

Oleksandr beheves that Chuguev can mcrease profits by 20-25% by Implementmg what he has
pIcked up from partICIpatIon m the MTM Tour

Cultures used by U S daIry operatIOns for makmg sour mIlk, cottage cheese, hard cheese, etc are
ofgreat mterest for Chuguev It would open up many new product Ideas

In the US, the bIg comparues are highly automated They compete because the have reduced
costs through automatIOn and the reductIOn of labor

Oieksly saw many examples of where small pnvate busmesses have a place m the market, and
serve a need large busmesses overlook Oleksly beheves that Borovskoy has found a small ruche
but now needs to retam Its loyal customers whIle It expands Its market thrusts mto new areas
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Small comparues can survive and grow even If they are not eqUIpped wIth modern eqUIpment
TheIr management IS modern and aware of the latest advances m marketmg and technology They
thmk and respond to customer needs as Ifthey had all the latest eqUipment advantages

In U S daIry plants, separators and normahzers take the fat out of mcommg rrulk Ukralman
operatIOns are much more pnmltlve The U S method makes It easIer to mtroduce new products
SImply by reducmg the amount of fat put back mto the firushed product Excess butterfat can be
sold to butter manufacturers or Ice cream plants Chuguev could duphcate the U S process If
they purchase the same type of eqUIpment Oleksandr observed m U S plants Profit margms
could be Improved overall WIth the mtroductIOn of new Items

Chuguev uses ammorua compressors, which are dIfficult to operate U S companIes use
automated bOIlers and compressors keepmg mamtenance staff to a mmimum Chuguev has four
gas boller operators, and If they can buy one or two automated boIlers they can ehrrunate all four
employees

Chuguev MIlk Plant - Oleksandl Dokuchayev, Dlrectol
Chuguev MIlk Plant (UChuguev") produces approxImately eIght tons of mIlk per day, about 13%
of plant capaCIty ThIS old plant rehes heavIly on tradItIOnal technology wIth very httle
moderruzatIOn However, Chuguev IS now completmg a new butter plant wIth up-to-date
technology capable of producmg eIght tons of butter per day from 180 tons of rrulk The old
plant produces curd product made wIth raIsms, sugar, and 20% sour cream, as well as kefir and
whole rrulk
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Chuguev and most UkramIan busmesses have not addressed the real benefits of marketmg The
marketmg presentatIOns given to tour members pomted out many new areas that Chuguev will be
consldenng Most of Ukrame IS Just now learnmg to apply marketmg techmques For Chuguev,
100% of the productIOn has been sold so there has been no need for marketmg But now, only
70% of productIOn capacity IS bemg delivered to consumers, leavmg 30% unsold and spOllmg m
Chuguev storage faCIlities or as unprocessed product

Chuguev packages milk m 38-IIter drums and m smaller polystyrene contamers Kefir, sour
cream, soft cheese (With raIsms and vamlla), and butter are packaged m 200 gram packages If
Chuguev could get the last 30% of ItS product packaged, losses would be reduced and profits
would mcrease

Kharklv Edible 011 Plant - Tetyana Volovyk Human RelatIOns
Kharklv Edible 011 Plant ("KEO") produces pnmanly marganne and mayonnaise KharkIv Edible
OIls IS the market leader m both Ukrame and Russia for ItS core products Annual revenues are
approximately $22 mIllion The maJonty of 011 processmg IS sunflower seed, approximately 50%
of which comes from RUSSIa

In Ukrame, KEG IS fully automated from the recelvmg process through the fimshed product
(contmuous process of hydrogenatIOn) In the Umted States, the process IS segmented makmg It
easier to automate and update sections of the plant rather than havmg to do the whole plant ThiS
reduces capital reqUIrements and spreads spendmg over several years

KEO has four retail stores Marketmg IS very weak, lackmg research to determme the markets for
new products, and the abilIty to pay for them If they are developed Tetyana Will urge KEG to
establish a marketmg department, and Will work With them on focus group research techmques,
product testmg, and consumer testIng m an effort to expand sales She believes KEO can mcrease
ItS retail sales by 20% through the use of the marketIng techmques that were outlmed by several
compames m the MTM Tour

KEO IS very mterested In fractIOnalization, a means of producmg artifiCial 011 SimIlar m nature to
cocoa, but no mformatlOn was prOVided Archer Damels Midland and AC Humko have thiS
process m place today but did not share any Information KEO has expenmented With the process
m the past but has dropped their research due to expense reductions KEO IS lookmg for not only
the process, but also the technology for supportmg It

The wmtenzatIon process observed at Archer Damels Midland and AC Humko, and outlmed m
process flow form at APV Crepaco, IS of mterest to KEG ThIS IS a coolIng process that gets nd
of styrene and cholestenne groups by usmg qUIck coolIng eqUipment It would mcrease
productlVlty at KEG and reduce costs conSiderably Tetyana was given the name and phone
number of a consultant she can call when she returns to Ukrame

While capital IS not currently available Tetyana did observe several new fillIng and packagmg
machmes that could be used to mcrease productiVity and expand product lInes She Will share thiS
mformatlon With management when she returns to Ukrame

KEO currently makes a Ime of products labeled as dessert margannes These are margannes With
fruit or chocolate flavonng, and Without preservatives They have been well received at trade
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Meatballs are currently the largest productIon Item for the plant After vIewmg the U S plants
ease ofprocessmg ground beef, KMP wIll sWitch to cutlets (burgers) There wIll be no added
cost and a large potential value added would be achIeved If successful, It could start a
moderruzatIOn process that would allow geographIc market expanSIon

The labor force at KMP Will be reorgamzed to match more closely that observed m U S meat
plants KMP WIll try usmg Job rotatIon, re-engmeered work areas to keep tools and scrap barrels
close to the worker, and Improved teamwork methods to achieve higher productiVity throughout
the plant

To help support both the current market and geographic expanSIOn, KMP wIll use telemarketmg
to do product research It WIll also use samplIng techruques SImIlar to those used by Uruted DaIry
Farmers, Bob Evans, and Smith Darry to test products before they go mto full productIOn Smce
there Will be a cost to these marketmg strategies, some capital wIll be reqUIred

Kharklv Meat Processmg Plant - O/ena Ollynyk, Head P, ocess Engzneer
KharkIv Meat Processmg Plant (uKMP") currently processes beef, lamb and pork They produce
about 120 tons of sausage annually They have had problems wIth the supply of raw materIal and
m finance (no capital for upgradmg their plant)
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KMP wIll test the use of soy m the mannatmg process ThiS wIll not Imparr quahty but wIll
Improve mark-up 300% The resultmg profits wIll be used to Implement a chlOrIne shower
sarutlzmg system as was observed at New HOrIzons (one of the meat processmg plants on the
tour) The savmgs from a chlOrIne shower sarutlzmg system WIll reduce costs 1,000
Hryvrua/l,OOO tons of meat, or roughly 6-10% savmgs ThIS equates to $10,000 per month
savmgs

K.MP could use the newest state-of-the-art sheer demonstrated by Hobart as well as vacuum
packagmg eqUIpment demonstrated by many of the meat plants and CVP Systems (an eqUIpment
manufacturer VISIted on the tour) ThIS would allow IQvfP to expand product SIzes, product
offenngs, and extend shelf hfe well beyond the company's current capabIlItIes The first pnonty,
however, Will be the chlonne-samtIzmg shower

KMP IS mterested m purchasmg the same system for slaughterIng cattle and hogs seen at New
HOrIzons ThIS IS a cartrIdge (22 calIber blank) load hammer that IS much more effiCient than
what KMP currently uses The use of overhead raIls as opposed to KMP's eXIstmg conveyor
system would reduce bactena contammation and Improve produCtiVIty Olena WIll try to find a
used system reasonably pnced to mstall III KMP

shows but have not shown the growth potential KEO had hoped for The plant can currently
produce twenty to thIrty tons of these products per month WIth the current U S market trends
for all natural and such specIalty foods such as flavored bagels, these products could potentIally
be well receIved m the U S The expanSIon to U S markets, IrutIally through brokers, WIll be
explored
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Just as the dany producers felt that mvestmg 10 pnvate farms was crucial to their eXistence, Olena
beheves that KMP must pay attention to Its supphers (farmers) as well They must find a way to
give farmers more mcentlve to sell directly to Kharklv Meat

1st Kharklv Milk Plant - VlktOllya Mal enych Department Head
The 1s[ Kharklv Milk Plant (" 1KM JI

) was bUilt 10 1929 It employs traditIonal technology With
nowhere near the level of automatIOn observed at any of the plants on the tour The company IS
popular With ItS mche customer base Despite mcreased competitIOn from other dames, 1KM
customers are very loyal and make many repeat purchases

The company IS heavily 10 debt and has had difficulty gettmg new products authonzed through
government channels Vlktonya beheves that With new marketmg techmques and new products,

profits will Improve by 10% Many new Ideas were presented that Will allow 1KM to

differentiate Itself from other milk plants, as well as deSign product packagmg dlstmctlve to lKM
ThIS Will create brand recogmtlOn and Improve overall sales

The U S gets 19 days average shelf lIfe on ItS dairy products Without the use of preservatives
ThiS far surpasses that of anythmg 10 Ukrame It starts WIth the raw matenal at the farm 1KM
mtends to go to the farms and supply them With coolmg systems Most have automatIc mIlkmg
machmes but after the cows are mtlked the milk IS poured mto open contamers and stored Without
refngeratlOn ThiS has to change m order for Ukramlan dames to compete WIth European
competitors

lKM does not have much capital, but Vlktonya belIeves they can buy a closed system for addmg
cottage cheese to their product lInes They currently produce many forms of cheese but often are
contammated by workers hands The closed system Will elImmate thiS and any other
contammatlOn A new coolIng system would also help retard bactenal growth and mcrease shelf
lIfe pnor to shipment to stores As profits Improve, a new coolmg system WIll be considered

Vlktonya wants to mtroduce a new product called "Home Made CheeseJl(a take off from the
Homemade Ice Cream™ brand marketed by Dmted Dairy Farmers) Followmg the mtroductIOn
of Home Made Cheese, lKM then plans to begm productIOn of fat free and low fat sour cream
They can use the fat normally devoted to regular sour cream for makmg more butter, a hIgher
profit margm product ThiS sWitch Will also decrease energy use and mcrease the output of the
plant

Viktonya would lIke 1KM to mtroduce chocolate milk They currently use baSIC packagmg that
IS aVailable m the regIOn but WIth the mtroductlOn of chocolate mIlk, they could deSIgn theIr own
package ThiS deSign would make the package more attractive to children (a marketmg strategy
demonstrated by several U S busmesses VISited on the tour) WIth children bemg the anchor for a
"product pull strategy," establIshmg a brand name and market share would help to ensure long
term success
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Marketmg and Sales Improvements Will take time Kharklv Milk has Just started a marketmg
orgamzatlOn and there IS much to learn Yuny mtends to mtroduce one or two new mIlk Items

Fifth, m Ukrame, at least for Kharklv Milk, electnclty represents 10% of total product cost In
the U S It IS 7-8% of product cost Kharklv MIlk will mtroduce skid mounted steam generators
This Will proVide electnclty that IS 30% cheaper than If purchased through the current cooperative
boiler

From the many technIcal and mamtenance processes observed m U S plants, several
Improvements can be made First, Kharklv Milk can Improve their process for makIng cheese by
usmg buttermilk This process IS not currently used m Ukrame but IS not hard to do KharkIv
Milk Will test the process With ItS new products

Third, m the Umted States, mamtenance/servlce people are multifaceted and know the full lineup
ofmamtenance/electncal eqUipment/ and processmg lines for dairy and cheese They can pre
control all technological eqUipment Kharklv MIlk wIll try to cross-tram employees to make more
effective use ofumversal mamtenance personnel If successful, productiVity Will mcrease and
KharkIv MIlk can reduce ItS number of mamtenance personnel
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Second, from Tamarack Farms DaIry, It was observed that there are many levels of automatIOn
Each level of automatIOn IS added to reduce manpower KharkIv Milk wIll try to add levels of
automatIOn for future technology upgrades They wIll also add techmcal trammg to Improve the
skills of employees operatmg the new machmes ThiS should Improve productiVity and allow
KharkIv MIlk to operate effiCIently and With fewer employees

Sixth, shlppmg and transportatIon are much more effiCient m the Umted States KharkIv MIlk wIll
mstltute a system to fine dnvers who are late With dehvenes Implementmg thiS wIll not be easy
smce KharkIv MIlk does not own any of the trucks that transport raw matenals or deliver fimshed
product to retailers It will also reqUire better coordmatlOn between the recelvmg operatIOn at
the plant and the suppliers of raw matenals The systems used by Tamarack and SmIth dames Will
be used as a pattern

Fourth, If their electncal control process can be automated by the use of computers, KharkIv Milk
Will need only two of twelve employees currently aSSigned to operatmg the compressors These
compressors are used to cool or heat or add electncal energy as reqUired US compames have
thiS level of automatIOn and rarely have to send anyone to the compressors for repair The
German compressors m use at Kharklv MIlk are obVIOusly not as reliable as those observed m the
US dames

Kharklv Milk Plant - Yuny Klvshyk, Chief Technologist and Anatally Bazyura, Chief
Mamtenance
The KharkIv MIlk Plant ("Kharklv MIlk") IS one of the most modern m Ukrame They produce
Ice cream (the only UkraIman plant on tour to do so), mIlk, and butter The plant uses
mechamzed Tetrapac packagmg The estimates from Yuny and Anatoliy are that 5-10% savmgs
could be achIeved If Ideas learned from the vISIted U S plants are Implemented Some of the
saVings would be put back mto the plant to support growth, but profits should Improve 3-5%
overall
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but needs to work first with marketmg to develop marketmg strategIes and customer profiles
(terms learned on the tour) Many labels and formulas for soft and hard cheeses were obtamed
from U S firms These can be a source of new product Ideas for the marketmg department
EmphaSIS will be placed on focus group research (Yuny Will teach marketmg personnel based on
what he was presented at Bob Evans Farms) A separate area for expenmentatlOn and testmg of
new products will be set up

In support of anticipated new products, the laboratory Will be modified With new deVices and
eqUipment to reduce manpower ThiS will be expensive but will reduce wages m the long run
Also, With the new eqUipment there Will no longer be a need to use salt cultures for bactena
testmg

Komarovka Milk Processmg Plant - VlktOl Se] glyenko, Director
The Komarovka Milk Processmg Plant ("Komarovka") IS a small dally With annual sales of
apprOXImately $425 000 per year KMP produces flUid milk packaged m plastIc bags, cheese
curd, kefir, sour cream, butter, and alcohol free dnnks The company also has a sausage shop, a
bakery, and processes gram for flour

There were many new technologies mnovatlOn new eqUipment and new operatlOnal methods
presented on the tour While these were ofgreat mterest, Vlktor reahzes that produCtIVity must
be mcreased and markets must be expanded m order for Komarovka to have the cash flow to
afford such Improvements

Vlktor's first observation was that Komarovka has too many managers Vlktor has already spoken
to the Vice PreSident about needed reductIOns Vlktor expects a 20% mcrease m profits by
applymg everythmg he saw m the U S concernmg labor management Komarovka will reduce
management but some of the savmgs will be remvested to mcrease the salanes of remammg
employees ThIS Will mcrease productiVity and loyalty

Komarovka used to process mIlk, meat, bakery, and beverages Now their mam area offocus for
growth IS meat processmg - sausage Without casmg ThiS wIll attract new customers and buIld
the Komarovka name m the mark.etplace

To Improve quahty and shelfhfe, Komarovk.a will add vacuum packagmg to the meat processmg
lme ThiS wIll reqUire httle mvestment and make a large reductlOn m the amount of spOllage

Packagmg Will playa key role m future marketmg Milk, for example, wIll be put mto plastIc
packagmg Current worldWIde trends, presented by AI Costantm at the Packagmg Semmar, gave
Komarovka a strategIc view of where It needs to go to be competitIve m the commg years

Of special note, Vlktor witnessed a space for everyone m the U S market - both large and small
To survIve, small compames must carve out a mche and satisfY Its customer needs better than
anyone else He beheves that pnncrple can be apphed m Ukrame as well
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Second, KM could reduce the time It takes for processmg ItS sausage KM currently takes 6 days
before shlppmg ItS sausage (receive and slaughter arumals, process mto sausage, smp to outlets)

InformatIOn learned on the tour regardmg tIme and temperature controls allows KrasnogradskI to
also make fat free sour cream The addItIOn of a fat free sour cream product would save 10% m
the volume ofwhey used

KrasnogradskI will also test a U S type of flexible pncmg for penshable products In addItion a
marketmg plan calling for the mtroductIOn of hmlted time sales promotIOns will be mtroduced
Both of these marketmg efforts should Improve overall sales and help reduce the losses from
unsold merchandIse

The saltmg process for cheese production m Ukrame reqUires two days The plants VISIted m the
U S use a one-day saltmg process Krasnogradskl will Implement the 24-hour process as a test to
see If taste and quality can be mamtamed If successful, thiS will reduce costs and speed up
processmg, allowmg Krasnogradskl to sell more cheese
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The plant can Immediately use many of the technological and work methods observed on the tour
First, the use ofvacuum packagmg would extend shelfhfe over eXlstmg packagmg techruques
By addmg a high temperature water bath, the package Will further shrmk around the product
smootlung out wnnkles and Improvmg Its appearance Both of these processes would add
customer appeal to the packagmg, a marketmg techmque currently overlooked m Ukrame

Kuplansk Meat Plant - VIIalIy Kozylyev, P,oces\ Engmeer
Kuplansk Meat Plant ("KM") produces about four tons of sausage, fresh meat, and fat per day,
and IS operatmg at about 20% of capacity Sales are through dlstnbutors smce KM IS
approximately 140 kilometers from Kharklv, the nearest populatIOn center The company recently
mvested $500,000 m Improvements, but IS lookmg for addItIOnal opporturutles to mcrease
workIng capital m order to afford new samtatlon eqUipment

"KrasnogradskI" has only one retall store Raylsa does not beheve they can apply many of the
marketmg and advertlsmg strategies discussed on the tour to promote market expansIOn The
economy of the market they serve IS too poor However, purchasmg a new Hobart shcer
(approxImately $2,800) would allow Krasnogradskl to offer a new hne of shced cheese products
ThIS would Improve sales and margms smce smaller packages would be more appealing and
affordable to theIr customers

WIthout any new eqUipment purchases, KrasnogradskI Plant could produce low fat sour cream
Tms would reqUire a new fermentatIOn method SImIlar to that learned whIle on the MTM tour
Tlus process keeps the fat m the cheese rather than m the whey The whey can then be sold as
arnmal feed Because It IS cheaper to produce, the mtroductIOn of low fat sour cream could
mcrease overall revenues by 10% smce It would sell for less than regular sour cream

Krasnogradskl Butter & Cheese Plant - RaYlsa Manko, ProductIOn Department Head
Krasnogradskl Butter & Cheese Plant ("Krasnogradskl") IS a modern up-to-date dairy producmg
20 tons of cheese per day It has a reputatIOn m Ukrame and Russia for lugh qUalIty hard cheeses
Plant processmg capacIty IS 500 tons of raw nulk per day,
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By shortenmg that time to three days, KM can ensure fresher products with higher quahty This
would mcrease revenues and expand markets through word of mouth advertlsmg

Third, KM mtends to adopt five grades of meat quahty In the US, this equates to the five
grades of meat aval!able for sale to wholesalers and at retal! (e g USDA Pnme, ChOlce, Select,
Standard, and Utlhty) The company wl!1 also concentrate on processmg only one type of meat at
a time - e g beef, pork, or lamb For example, they Will produce beef sausage or pork sausage
for the penod of time that Item IS least expensive ThiS wl!1 help reduce cost of goods used m
productlOn and thus allow the company to keep pnces low It wl!l also assist m the ehmmatlOn of
cross contammatlOn of product m work areas Cross contammatlOn occurs when one type of meat
IS processed at the same time or Just followmg another allowmg the surface of the meat to pick up
the bactena from the precedmg process Cross contammation IS a major source of spoilage and

loss

Fourth, KM needs to standardize for canmng They can use auto-unload from autoclaves Cans
currently account for 20% of packagmg They can reduce eight people m thiS area If what was
observed at Stegner's (a meat processor visited on the tour) can be used as a model There would
be no cost to Implement thiS standardlzatlOn

KM may be able to mstall a lme for baby food Government restnctlOns may make thiS product
lme expanslOn cost prohibitive Smce cans are used so frequently m Ukrame, a restnctlOn that
85% of the product m a can must be meat makes addmg vegetables to mcrease profitability
difficult KM Will need to work with local offiCials to see If any relief can be obtamed

Nearly every U S plant that was vIsited conducted research on turnmg waste or scrap mto a
revenue source Even If It amounted to only pennIes per pound, Amencan plants sold nearly
everythmg to some vendor who then processed It mto somethmg salable to other companIes KM
must also find a way to use ItS scrap for anImal feed processmg ThiS can then be sold or given to
farmers who supply KM

Overall, Kuplansk Meat can Improve profits 10% (2-3% m each step) through the automatIOn of
the cannmg process and the mtroductlOn of a new ammal feed Ime A total of 100 people can be
ehmmated from the payroll With some of the savmgs gomg back mto the busmess to support the
mtroductlOn of the feed lme

Kupmnsk Milk Plant - OtehandT Radchenko GeneT at Du ectOl and SVlttana Medvedyeva
Deputy GeneT at Du ectOl
The Kupmnsk Milk Plant ("KM") currently produces condensed milk It has been ranked as one
of the best dairy plants m Ukrame and RUSSia The plant has reduced costs tWice by mtroducmg
computenzed operatlOns However, there was msufficient fundmg to mtegrate productlOn
systems reportmg mto the computenzed financial system Of particular mterest to KM was a
system from Combibloc, one of the plants vIsited on the tour, which had a MIS system tymg the
productIOn and financial systems KM must find a way to automate the entire system, not Just the
shlppmg and receIvmg areas

Many opportumties for Improvement were observed by KM on the MTM Tour KM's raw
matenal supply IS four times larger m the summer than m the wmter New products such as long
shelfhfe milk produced m the summer to carry mto the wmter, sour cream, and soy (reqUIres
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dIrect agreements wIth Archer Damel MIdland to make It work) would mcrease revenues and
stablhze the use of plant capacIty more evenly throughout the year

Both Oleksandr and SVItlana believe that plant profits WIll Improve by 6% as a result of
Implementmg the technology, workflow procedures, and new products learned from partiCIpatIOn
In the tour

The productIOn and packagmg of shelf stable milk, as presented by SIG Comblbloc, has a lot of
potentIal m Ukrame However, the cost to set up a new Tetrapac Ime IS cost proillbltlve at tills
tIme As the economy Improves and additlOnal mvestment IS made, tills would be a viable
expanSIOn

Overall, SVltlana beheves that RMP can Improve profits by 5% by Implementmg the
Improvements hsted below While not all of these are Immediate, the use of Amencan compames
as Archer Damels Midland can help Implement some of the short-term Improvements that could
then help finance theIr long-term plans
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Packagmg overall can be Improved Condensed mIlk IS currently packaged In barrels usmg a
paraffin seal over the top KM will add smaller packages usmg vacuum packagmg for slnppmg
long dIstances Barrels w1l1 contmue to be used for larger volume users Tills will save 5% m
shlppmg expense In addItion, as the packagmg operatlOn IS automated, KM can reduce the
number of workers performmg this functlOn The savmgs wIll be used to mcrease the wages of
the remammg workers helpmg to raise the overall standard ofhvmg for KM employees Raises
can be gIVen to employees who achIeve productIVIty goals and help make the plant profitable

Rogan Meat Processmg Plant - Swtlana Uht~ka Deputy Head ofthe Board
Rogan Meat Processmg Plant (uRMP") produces sausage (smoked and non-smoked) and hot
dogs The plant has four proceSSing hnes but IS currently USing only one A market sillft from
non-smoked to smoked sausage has left the plant WIth unused Investment In eqUIpment and an
InabIhty to finance the purchase of new eqUIpment

Oleksandr and SVItlana both agree there must be some mvestment WIth pnvate farms to ensure
qUalIty and supphes There needs to be a strategIC plan and program to support dairy farms KM
has Its own trucks and could add a good collectlOn and coohng system for mIlk As It eXists
today, farmers fill barrels WIth milk and then dump them mto uncooled containers These
contamers are then taken to the daIry In most cases, the mIlk IS m contact WIth aIr and
contarnmants for 36 hours before It gets to the daIry KM could coordmate ItS fleet of trucks WIth
the farmers to pIck up mIlk at the farm and dehver It dIrectly to the plant ThIS could reduce costs
by 8% because ofmcreased effiCiency and fewer delays

Implementmg the technology observed m U S plants would result m a personnel reductIOn of
25% Oleksandr Will be revlewmg the steps needed to achIeve thiS goal Savmgs Will be
remvested m mcreased wages for remaining plant employees and m bUIlding a strategic
relatIOnshIp WIth the farmers Some of the saVings Will be passed along to retail customers to
Increase sales and Improve customer loyalty
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SVItlana plans to conduct mdustry trammg semInars when she returns to Ukrame In addItIon to
beIng the Deputy Head of the Board, she IS also VIce President of Fmance for R1v1P She WIll
report the results of the tour to the UkraInian meat processIng Industry WIth her contacts
throughout the meat processIng plants of Kharklv, she antICipates all of them Will send employees
for thIS traInIng

SVItlana realizes that R1v1P needs new markets They are USIng only 13 percent of plant capacity
She Will start WIth marketIng The plant has only one marketIng specialist The matenal received
from the marketIng semInars In the U S Will be used to Jump-start an Improved marketIng
operatIon

SVltlana noticed how few people work In a U S plant She WIll Instruct R1v1P managers on how
to analyze all work and technIcal processes ImproVIng productIVity Will be a top pnonty

Presently, 75-80% ofR1v1P's product cost IS raw matenal (cost of goods) To reduce this cost,
R1v1P must reduce ItS pnces of raw matenals or find an alternatIve to Increase the value ofwhat
they receive Archer DanIels Midland has offered to work With any UkrainIan tour participant
Interested In learnIng how to Increase margms by usmg soy applicatIOns R1v1P WIll mtroduce soy
for certam Items of production Their aim will be to target those products to customers who shop
for pnce only R1v1P Will thereby be able to compete With European competItors who already use
soy and are undersellIng UkraInian meat compames

R1v1P Will move cooling systems from the floor to the ceiling ThiS IS fairly easy to do and much
more effiCient It Will help reduce electrical power consumptIOn and elimInate the need for
outSide purchases of power Savmgs m electnclty are expected to be about 2%

RMP Will try to mtroduce hamburgers In addition to local markets, McDonald's has a few
locatIOns In Kharklv which Import their meat from Bulgana If RMP can wm thIS account It can
finance much of the needed upgrades and expand plant capacity It can also expand RMP's
marketIng efforts geographically as McDonald's opens new stores, proVided RMP can
successfully negotiate such a contract

RMP would like to try to get mto the baby food busmess as profits Improve AdditIonal market
opportunItIes mclude microwave products but the market penetratIOn of mIcrowaves needs to
expand m UkraIne before any mvestment m that area IS JustIfied

Solbozhanskl AgncuItm al Fal m - YW1) TOl'stopyat, Head Econonust
SolbozhanskI Agncultural Farm (USAF") currently has 450 cattle and 100,000 hogs They want
to mcrease the size of the cattle herd by addmg 800 milkers SAF produces two to three tons of
meat products and consumes about 60,000 tons offeed per year

SAF sells 10 000 hogs each year to meat processors throughout Ukrame

As a result of the MTM Tour, Yuny believes It IS feaSIble for SAF to begIn ItS own sausage
processmg Many reCIpes were obtamed while on the tour Space can be easily made available
for processmg m order to expand mto thIS area SAF has two slaughtenng rooms (not modern),

Fmal Report - MTM ProductiVity Study Tour Program for Kharklv, Ukrame Page 76



Overall, Yuny belIeves that SAP can get a 10-15% Increase In profits by ImplementIng many of
the measures he saw on the tour

but wIll need coolers wIth overhead refngeratIOn systems such as observed In the U S plants

vIsIted

In addItIOn to the semInars, UEOI wIll encourage the IntroductIon of new products that were
observed sellIng well In the Umted States Products such as flavored mayonnaise and marganne
In small packages are Just two examples of what would be easy to Introduce In UkraIne WIthout
addItlOnal capItal reqUIrements

Tetyana's first observatlOn was that the work ethiC In Umted States plants IS very hIgh
Employees needed lIttle or no superviSion to complete theIr tasks to meet daIly and weekly goals
In Ukraine, much more superviSIOn IS reqUIred to meet productIon goals UkraInIan oIlseed
compames need to learn how to get employees to partICipate In aChIeVIng productIVIty goals The
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Tetyana belIeves that semInars to teach the pnnclples learned In the US, and the IntroductIOn of
new products and product sizes can help Increase overall edIble oIl revenues by 20% In UkraIne
She wIll conduct 12-15 semInars when she returns to UkraIne Most semInars wIll be for InstItute
member organIzatIOns that rely on the UEOI to keep them Informed about state-of-the-art
eqUIpment and procedures Many non-member edIble 011 manufacturers wIll also be InvIted to
partIcIpate to help raise theIr knowledge of competIng In larger markets UEDI wIll act as a
consultant to any of the manufacturers attending a seminar as they try to Implement elements
learned In the presentatIOns

SemInars wIll focus on the follOWing areas
1 DevelopIng good methods for marketing and promotIOn

a Use of the Bob Evans infOrmatIOn on definIng focus group research
b Use of Bob Evans and Smith Dairy InfOrmatIOn on In-house taste testIng followed

by consumer testIng for new products
c Use ofUmted Dairy Farmer techmques In consumer samplIng pnor to full

productIOn
2 DevelopIng packagIng which appeals to customer segments and meets enVIronment needs
3 Changes In shippIng and receivIng methods and procedures
4 PalletlZlng and matenals handlIng to expedIte movIng product from plant to retaIler

Ukralman Edible 011 Institute - Tetyana Avdeyenko
The UkraInIan EdIble all Institute (UEOI) serves edible Oil refiners and producers throughout
UkraIne by proVIdIng techmcal aSSIstance and consultIng It aSSIsts ItS members WIth research and
development In methods, eqUIpment and In bUSIness planmng

A strategIc fit for SAP would be to start groWIng corn and soy If arrangements could be made to
sell the crop to a large company lIke Archer Damels MIdland (one of the MTM plants VISIted),
thIs could be easlly accomplIshed In addition, If SAP could receIve a large dIscount In purchaSIng
the feed that would be a by-product of that corn and soy, SAP could sIgmficantly reduce the cost
of feedIng Its herds
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management structure and orgamzatlOnal charts, which were provided on the tour, wIll be a useful
tool m teachmg UkraInIan manufacturers how to restructure to achieve this

Vehkoburluskn Cheese Plant - Anatolty Kova/yov Chall man ofthe Board
The Vehkoburluskn Cheese Plant produces dally about 100 tons of block cheese, approximately
20% of capacity Anatohy belIeves that by Implementmg technIques observed m Amencan plants,
VelIkoburluskn can mcrease revenues 15-20% With only a minImal need for new mvestment
Improvements can be achieved by workIng With customers to Identify their needs, producmg
higher qualIty products m smaller packages, and reducmg or elImInatmg mefficient operatIOns and
costs Cost savmgs achieved through Implementmg new technology and Amencan procedures
Will be used to benefit customers through lower pnces, and supplIers by provIdmg much needed
eqUIpment for ralsmg SanItatlOn levels of the raw mIlk m the supply cham

Anatohy plans to push the Market10g Department 1Oto a product Ime extensIOn of3-4 hard
cheeses and 1-2 new soft cheeses If they sell, thiS would add $200,00010 annual revenues
Some capital mvestment wIll be reqUIred for a new coolIng system, sanItIzmg eqUIpment, and
state-of-the-art quahty testIng eqUIpment The technology Improvements expected from the new
eqUIpment, based on Similar Amencan plant achievements, Will allow Vehkoburluskn to ehmmate
50 people m the coolmg operatlOn and save $30,000 annually

Vehkoburluskn currently markets block cheese only Cheese shcmg machmes WIll be purchased
to cut the cheese Into smaller umts to meet consumer needs The company wIll start With a test of
300 tons, antIcipatIng an Increase of 50% In revenues compared to the sale ofblock cheese only
If sales matenalIze as expected, the company can recover ItS mvestment In the slICIng machmery m
less than one year

Vacuum packagIng machInes Will be purchased to Improve qualIty and extend shelf lIfe The plant
currently makes 2000 tons of cheese and loses 3% (60 tons) as a result of mOIsture loss Vacuum
packagIng Will ehmmate thiS loss and save $90,000 per year In additIon, Vehkoburluskn WIll no
longer need to buy paraffin to coat the extenor of Its cheese which wIll save another $45,000
annually

Mamtammg a supply of raw matenal (mIlk) IS a current problem for Vehkoburluskn Anatohy
beheves the plant must find a way to supply farms With feed (perhaps soy by-products) There are
17 000 pnvate farms m UkraIne, and If each can Increase output 10 hters per day, he can reach hiS
goal To encourage farmers to commit their output to Vehkoburluskn, Anatohy wants to supply
soy mIlk, mIlk10g mach1Oes, fodder and refngerated trucks for use by those who commIt

Future plans call for the purchase of automated hnes for fillIng mIlk and JUIce ThiS would
support product lme expanSlOn and entry mto new markets Carton machmes WIll be purchased to
sell smaller packages to meet consumer needs, somethmg few other UkraIman dames proVIde

Anatohy observed that Amencans typically work very hard and achieve theIr goals The
marketmg presentatlOns and comments from the compames VISited prOVided what he beheves was
the best learnmg expenence pOSSible

Fmal Report - MTM ProductiVity Study Tour Program for Kharklv, Ukrame Page 78



10. Suggested Program Improvements

Study Tour OrgamzatlOll
I The overall program was delayed for several months whIle a contract was negotIated WIth

NewbIznet ThIS problem can be overcome m any new program
2 The number of partIcIpants on a tour was the subject of much dISCUSSIon If the number IS

20 or more, It becomes dIfficult to mterest compames m hostmg the group Therefore the
maXImum number on the tour (participants, mterpreters and techmcal wnter) should not
exceed 19

3 From a learmng pomt of view the number of partIcIpants should be kept small However,
to reduce the cost per partICipant, the number of partICIpants should be as large as
pOSSIble

4 One of the difficultIes m arrangmg host company VISItS was a concern about the Food &
Drug AdmmlstratlOn (FDA) mspectors and regulatlOns On future tours It wIll be
necessary to meet With the FDA before contactmg potential host compames, to discuss the
program and theIr get adVice and aSSIstance

5 Due to budget hmltatlOns, the tours were not able to VISit some states where there were
compames that would have been partIcularly useful ThIS apphed partIcularly to the sugar
and cheese company partICipants

6 Both tour groups contamed participants from three different, but related, mdustnal
subsectors ThiS was done to reach these Important sectors of mdustry For the
partICipants and Tour Consultant, future tours should cover no more than two subsectors

Program Preparation and Pre-tour Semmar
I It IS Important to have a good workmg relatIOnshIps wIth both the KharkIv CIty and

KharkIv Oblast LIkewIse, 11 IS unreahstlc to count on financIal assIstance from eIther
Both need to be kept mformed and requested to encourage compames to apply for the
program However, partIcIpants selectlOn should be solely the responsIbIlIty of CEI

2 The use ofvolunteers to survey the apphcants and compames is very important
However, they must be fully bnefed on the program before they conduct the surveys, be
reqUlred to use the CEI forms and to prepare the company survey reports m a consIstent,
CEI designated format

3 There was confuslOn on the part of the volunteers and CEI on the names of the applIcant
compames smce both officIal and unofficIal company names were used Company
numbers should be assigned and used on all reports

4 The apphcatlOn forms should be filled out completely for all compames (some were not)
ThIS mformatIOn should then be translated mto Enghsh by the end of the semmar

5 The Steenng CommIttee as descnbed m the CEI proposal, IS not necessary and should be
dropped from future programs

6 The selectlOn of group leader should be made whl1e CEI IS m KharkIv so that theIr
responslb111tleS could be dIscussed pnor to leavmg Ukrame

7 Compames were encouraged to prepare busmess plans pnor to the pre-tour semmar and
were told these would be used m the selectlOn process In fact, the plans were not used
for thIS purpose smce they were wntten m RUSSIan and not all firms had wntten plans
Nevertheless, the preparatlOn of busmess plans was a useful exerCIse for the compames

I
I
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LOgIStiCS

1 There was dIfficulty m gettmg VIsas for the first study tour More tIme IS needed for thIS
actIvIty

2 Both tour groups had dIfficulty wIth theIr flIghts to the US PossIbly these problems could
have aVOIded wIth additIOnal directIOns pnor to departure

3 Some company VISitS could have been more effective with more tIme for dIscussIOn In
general, tours should be lImited to one per day especially for tours to large host
companies Small to mid-sized firms employmg much the same technology as theIr
UkramIan counterparts do not reqUIre whole day VISitS and two VISitS per day can be
accommodated Three VISitS per day should never be scheduled

4 Dunng the early plant tours, members were very mterested m different aspects of the plant
and It was rather difficult to keep the group together To aVOId thIS problem on
subsequent plant VISitS the group was divided by Interest In some plants, CEI members
helped keep the group together

5 TImelIness and punctualIty was a repeated problem They needed to be remmded every
now and then about thiS Issue, to try to mamtam appomtments and time schedules

6 Some thefts of personal belongmgs were reported at the hotel on the first tour These
were not totally substantiated On the second tour the participants were told all losses
were their personal responsibilIty No thefts were reported

7 Members of tour #1 deposited their air tickets With eEl for safekeepmg but were allowed
to carry their passports One tour member lost hIS small handbag contammg hiS passport
and some money On tour #2, both tickets and passports were kept WIth CEI

8 Fatigue and some Illness was m eVidence by the end of the tour Food, culture, language,
tIme zone changes frequent exposure to chilled warehouses and sheer travel SIckness
caught some members off guard As a result, a few did not attend all seSSIOns and events

9 Some tour representatIves wanted to have some separate company VISitS custom arranged
for them Although beyond the scope of the program a few such VISItS were arranged

10 The actIve partICipation of the Group Leader IS very Important m leadmg the evenmg
group diSCUSSions One Group Leader was Significantly more effective than the other

II Because of exhaustive and hectiC travel programs regular group dISCUSSions WIth the
group leader, technical wnter and other members could not always be done m motel/hotel
settmgs but rather on the run and on the buses

12 Most partIclpatmg Amencan host companies felt the tour group was too large As a result,
the group was frequently dIVIded ThiS practice disrupted the teams and created redundant
questIOns In most cases It mcreased the amount of tIme tounng the faCIlItIes and thus
lImited the group questIOn and answer sesSIOn Some changes might reduce thIS problem
a LimIt the number of partICIpants m future tours to no more than ten companies
b Inform future tour participants that some plant tours WIll be lImIted to only those

mvolved m the mdustry of the host Amencan company
c Get partiCIpatIOn from host companies to proVIde access to mternal admInistrative

and support organiZatIons so technologIsts can do a faCIlIties tour whIle other
partICipants meet With the rest of the organizatIOn to gather additIOnal financial and
personnel mformatlOn

d SplIt the tour partiCipants mto mdustry groups but offer each an optIOn of attendmg
a either a plant tour or a diScussIon group With host management teams

13 The range of backgrounds and the areas of mterest of the group made satIsfYmg all their
needs dIfficult UkramIan partiCipants suggested breakmg the groups down mto their
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respective areas of Interest and pamng them with their counterparts at the host company

(e g accountants with accountants, technologists with technologists) ThIs would Increase
the leammg Impact, but would reqUire additIOnal mterpreters

14 DUrIng the arnval OrIentation semmar, eEl should mclude the mdustry profiles for the
partiCipants ThiS would mclude mdustry growth, current apphed technology, and future
trends m markets and technology Trade Industry representatives could be used to prOVide
tills sectIOn of the overview Use of Industry representatIves would serve two purposes,
Increase the credlbihty of the presentatIOn and Increase the partICIpatIon of aSSOCIatIon
companIes as a host

15 ProVIde a company overview IncludIng markets served, technology, and financial statIstIcs
(where aVailable) for planned host compames Tills could be done at the evenIng meetIng
recappIng the day's VISitS or en route to the host company ThIS WIll neceSSItate some
open dISCUSSIons between the Tour CoordInator and the host company relatIve to the
amount of InformatIOn that is beIng requested and the amount of InfOrmatIon the host is
wIlhng to share Most Amencan compames are unwIlhng to share finanCial or
technologIcal InformatIOn other than what they already have make publIc

16 ObtaInIng the support of large natIOnal trade Industry orgamzatIons would be very
benefiCIal GettIng agreement to host an MTM Tour IS eaSIest when senIor executIves
support the overall goal and objectives The key executives at most U S food Industry
corporatIOns are also members of the Food MarketIng InstItute PartICIpatIOn by thIs
orgamzatlOn Will faclhtate a better understandmg the goals of an MTM study tour and tills
In tum WIll promote partiCipatIOn by more and more large U S corporatIons

17 Nearly all partICipants expressed an mterest In vlsltmg the source of raw matenals for the
U S processors ViSIts to a dalry farm, a cattle farm, or a soybean farmer were not
planned as part of the tour When apphcable, The OhIO State UnIVerSIty Agncultural
Farm, Wooster, OhIO, or some other SimIlar farm should be scheduled Into the tour ThIs
wIll prOVide a better understandmg of the technological advancements In farrmng as well as
estabhshmg wholesale relatIOnships The contact With the farmer was much more Important
to the UkraIman busmesses than it was to their Amencan counterparts Tills is partIally
due to a heavy rehance on direct contracts between farmer and processor In Ukrame versus
the use of brokers and wholesalers m the Umted States

18 Many of the partICipants stated they receIved direct benefit from vlsltmg complementary
bUSInesses In the mixed tour ThiS croSS-Industry relatIOnships should be encouraged

19 FormatIOn of a natIOnal orgamzatlOn SImIlar to Food Marketmg Institute would promote
economIC and pohticallmprovements m Ukrame The multIple Industry tours help
encourage such cooperatIOn

20 Tour members benefitted enormously from thIS ViSIt, as can be seen m the eXIt IntervIews
Many members were Interested m gettIng follow-up mformatlOn from the vanous plants
ViSited, and m explonng technology and finanCial cooperatIon WIth U S organIzatIOns
They would lIke to have active eEl partiCipation m one form or the other m domg tills the
creatIOn ofa ProductIVity Center 10 Kharkiv (10 hne With ongmal Marshall Plan practices)
that could Impart follow-up mformatIOn to partiCIpants would be a logIcal step towards
fulfillIng thIS need A proposal seek-mg approval for fundmg such a ProductIVIty Center
has been put forward to USAID and fundmg thIS is now even more necessary to allow
UkraImans to take full advantage of the tour program

I
I
I
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No Company No for VISIted by Sector Accept
Semmar (*) on tour

1 Okhochee 1 BA DaIry No

2 Express-Agro " BA F&V 1.)

3 Nadlya Agncultural FIrm 1 JK F&V 1

4 Rosmka 1 BA F&V 1

5 Solbozhanskl Agncultural Farm 1 JK Meat 2

6 Bogoduhov Meat Plant 1 JK Meat No

7 Chuguev Meat Processmg Plant 1 JK Meat No

8 lzumskly Meat Processmg Plant 1 BA Meat No

9 Kharklv Meat Processmg Plant 1 BA Meat 2

10 KrasnogradskIy Meat Processmg Plant 1 JK Meat No

11 KupIansk Meat Processmg Plant 2 BA Meat 2

12 Lozovskoy Meat Plant I JK Meat No

13 Oven (Meat Processmg Plant) 0 No Meat No

14 Pervomayskly Food Plant 1 JW F&V No

15 Rogan Meat Processmg Plant 2 BA Meat 2

16 Tmfun 2 JK F&V 1

17 Ukramka Company 0 JK F&V No

18 VEGA 1 BA Meat No

I
I
I
I
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Appendix

A. Program ApplIcants

Summary
Number of compames consIdered = 87
Number of compames attendmg the semmar = 61
Number or mdlvldual applIcants for semmar = 79
Breakdown of applIcant compames by mdustry

Meat = 15
DaIry = 26
EdIble OIl = 11
FruIt and Vegetable = 24
Sugar = 11
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19 Volchansk Meat Processing Plant 0 JK Meat No

20 Zarya 0 JW Meat No

21 Not used

22 "Success" Farm 1 No Meat No

23 1sl Kharklv Milk Plant 2 BA Dairy 2

24 Balakleya Milk Plant 1 JK DaIry No

25 Barvenkovskly Milk Plant 1 JW Dairy 2

26 BhsnykovsklY Butter Plant 0 No Dairy No

27 Bogoduhov Milk Plant 0 No Dairy No

28 Borovskoy Ml1k Plant 2 JW,FD Dairy 2

29 Chuguev Ml1k Plant 1 JK Dairy 2

30 InterfrUlt 2 JK F&V 1

31 Izumskly Ml1k Plant 1 BA DaIry No

32 Keglchevskly Ml1k Plant 0 No Dairy No

33 Kharklv Milk Plant 2 JW Dairy 2

34 Kharklv MolProm I BA Dairy No

35 Komarovka Ml1k Processing Plant 1 JK Dairy 2

36 Krasnogradskly Butter & Cheese Plant 1 JK Dairy 2

37 Krasnopavlovskly Ml1k Plant 1 JK DaIry No

38 KupIansk Ml1k Plant 2 BA Dairy 2

39 Kutuzovka Firm
..,

BA Dairy No..'J

40 Lozovskoy Cheese Plant 1 JK Dairy No

41 Novovodolazhskiy Milk Plant 1 BA Dairy No

42 PervomaysklY Ml1k Plant I JW Dairy No

43 Sakhnovschmskiy Butter Plant 0 No Dairy No

44 Valkovskiy Ml1k Plant I BA Dairy No

45 Vehkoburluskn Cheese Plant
..,

JK DaIry 2-'

46 Volchansk Butter Plant 2 JK Dairy No

47 Zmlevskoy Ml1k Plant 1 BA,JW F&V 2
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48 Kongressovskly Sugar Plant 1 BA Sugar 1

49 Kupmnsk Sugar Plant 0 No Sugar No

50 Murafskly Sugar Plant 0 No Sugar No

51 ZolochevskIy MIlk Plant 1 BA DaIry No

52 1st Sugar Plant named after PetrovskIy 1 BA Sugar 1

53 Anamevskly Sugar Plant 0 No Sugar No

54 NovOlvanovskIy Sugar Plant 1 BA Sugar 1

55 OrelsklY Sugar Plant 0 No Sugar No

56 Parkhomovskly Sugar Plant 0 No Sugar No

57 PervkhmskIy Sugar Plant 1 JK Sugar 1

58 SavmsklY Sugar Plant 2 JK Sugar 1

59 Sugar Plant Named after Lenm 0 No Sugar No

60 Balakleya Food Plant I JK 011 No

61 IzumskIy Food Plant 1 BA 011 No

62 Kolos Farm I BA,JW F&V 1

63 AgroProgress JV 0 No F&V No

64 Agrotechservlce I JK F&V No

65 BarvenkovsklY Food Plant 1 JW F&V 2

66 KharkIv Expenmental Plant 1 BA ad No

67 Kharkiv Edlble all Plant I FD,JW ad 2

68 Krasnograd Food Plant 0 No ad No

69 Krasnokutskly all Plant 0 No ad No

70 Kuplansk Food Plant I BA 011 No

71 PnkolotnyansklY all Plant 1 JK Od No

72 Ukrmman Instltute of Fats & 01ls 2 JW 011 2

73 Volchansk 011 Plant 2 BA 011 No

74 "SellCommunServlce" Agncultural 1 No F&V No

75 KrasnogradskIy FrUlt&Vegetable Plant 0 No F&V No

76 Novovodolazhskly Frult Processmg 0 No F&V No

I
I
I
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77 RayKoopZagPromTorbTrans 1 JK F&V No

78 Ukrame Collective Agncultural 1 JK Meat No
Enterpnse

79 ZmlevskaIa Vegetable Processmg Plant 1 JW F&V No

80 "Gorkovskaya" Agncultural Firm 0 No F&V No

81 Avtonom (MerefianskJY Food Plant) 0 No F&V No

82 Borovskoy Food Plant 0 No F&V No

83 Dergachl Edible Oil Plant 0 No Oil No

84 Dergachl Milk Plant 0 No Dairy No

85 ZachepllovskIy Food Plant 0 No F&V No

86 FASMA 1 JW F&V 1

87 TMJSC 0 No F&V No

88 Damca 1 No F&V No

Totals 79 61 31

* VIsited by lEse Volunteers
BA = Bertil Agell
JK = Joseph Kagan
JW = John Waite
FD = Fred Donnebnnk.
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B. lEse Volunteers

The lESe volunteers were
BertI1 Agell, a generalist
Fred Donnebnnk, a generalist
Joseph Kagan, a daIry specIalist and formerly PreSIdent of Dannon Yogurt
John Waight, a food processmg specIalist and formerly of Beatnce Foods

The volunteers all arnved m Kharkiv at dIfferent tImes

Volunteer Arnval weeks Total weeks Compames Surveys per
before semmar m Kharkiv surveyed (3) week (1)

Bertil Agell 40 50 25 625

Fred Donnebnnk (2) 1 5 25 2 1 33

Joseph Kagan 30 40 25 833

John WaIght 20 40 13 65

Total 105 15 5 65 6 19

(1) All surveys except 4 were completed before the semmar
(2) Arnved late when there were few surveys remammg to be done
(3) Total exceeds number of compames smce 2 volunteers jomtly vISIted 4 compames

Fmal Report - MTM ProduCtIVIty Study Tour Program for KharkIv, Ukrame Page 87



C. Selected Applicants: Fruit, Vegetable, Sugar
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ParticIpants
Yuny Slmonenko
Vlktor Pavlov
Vlktor Uvarenko
Oleksly Gonskly
Elena Mlrgorodskaya

AlmaZhyhna
Oleksandr Strogly
Sergly Pognbnyak
Anatohy Shkurko
Volodymyr Naumenko

Igor Rud
Rymma Chepyakova
Vlktor Loza
Dleg Slzonenko
Vasyl Zaytsev
Vlctor KISl1yov

TechOical WrIte)
Tetyana Dudka

Interpreters
Vlctonya Zayda
Ralsa Starunova

Alternate candidates
Kostyantyn Ulko

VIctor Uvarenko

1st Sugar Plant Named after PetrovskIy
BarvenkovsklY Food Plant
BarvenkovsklY Food Plant
Fasma
Express-Agro (Later dropped out Replaced by VlCtor
Uvarenko, BarvenkovsklY Food Plant)
Interfrult
Kolos Farm
Kongressovsk.ly Sugar Plant
Nadlya Agncultural Farm
NovOlvanovsklY Sugar Plant (Later replaced by Kostyantyn
Ulko, NOVOlvanovskI Sugar Plant at the request of the
Kharklv Sugar ASSOCiatIOn)
PervkhmskIy Sugar Plant
Rosmka
SavmskIy Sugar Plant
Tatfun
Talfun (Group Leader)
Zmlevskoy Mllk Plant

Newblznet

Kharklv State Umverslty
Hartron JSC

NovOlvanovsklY Sugar Plant (Later replaced Volodymyr
Naumenko)
Barvenkovsk.lY Food Plant (Replaced Elena MIrgorodskaya)
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D. Selected Applicants: Meat, DaIry, Edible OIls

TechOlcal WrIter
Oleksandr Zablla, replaced by Serguel Perepehtsyn, Newblznet, KIev

Page 91

Valkovsky MIlk Plant (DId not partIcIpate)
Kutuzovka (Old not participants)
Lozovsh.oy Cheese Plant (DId not partIcIpants)
Izumsh.1l Meat Processmg Plant (Old not partIcIpants)

Agroventa
KVN Company

1st Kharklv Mllk Plant
Barvenskovskly Mllk Plant
Borovskoy Mllk Plant
Chuguev Mllk Plant
KharklV Fat Plant
Kharkov Meat Processmg Plant
Kharkov Mllk Plant
Komarovka Mllk Processmg Plant
Krasnogradskl Butter & Cheese Plant
Kuptansk Mllk Plant
Kuplansk Mllk Plant
Kupmnsk Meat Plant
Rogan Meat Processmg Plant
Solbozhanski Agncultural Farm
UkraIman Fat InstItute
Vehkoburluskll Cheese Plant

Pavel Petlh.
Elena Kupma

Vlktonya Marenych
Volodymyr Yarmak
OleksIy Pavlov
Oleksandr Dokuchayev
Tetyana Volovyk
Olena Ohynyk
Yuny KIvshyk
Vlktor Serglyenko
Rayisa Manko
Oleksandr Radchenko
SVItlana Medvedyeva
Vltahy Kozyryev
SVItlana Uhtska
Yuny Tovstopyat
Tetyana Avdeyenko
Anatohy Kovalyov
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Alternate Candidates
Evgemy OsadchlY
Georgly Katkov
Lyudmlla Zelenskaya
Valeny Zagnoyko

Interpreters
Tltarenko, Olga
Chuchko, Iryna

Selected to go If they pay $2,150 pills cost of an air ticket
Ludmllla Valevataya Kharklv EdIble 011 Plant (Old not partIcIpants)
Anatohy Bazyura Kharklv MIlk Plant (Accepted the offer and Jomed Tour #2)
Leomd Radchenko Kupmnsk Meat Processmg Plant (Ongmally planned to Jom

tour #2, but dropped out due to the Ukralman financIal
cnsIS)
Ukramlan Fat InstItute (Did not partIcIpants)
VelIkoburluskll Cheese Plant (DId not partIcIpants)
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Annarmo Foods
2826 N Dnae DrIve
Dayton, OR 45414
Contact Lenny Annanno, PresIdent
Phone (937) 274-3663
VISit date August 28, 1998, 1030 am
Type ofPlant Salad dressmgs, and can produce any tomato based product, such as spaghetti
sauce, barbecue sauce, etc
What they saw and dIscussed Usage of tomato products and marketmg

I
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E. Host Companies: Fruit, Vegetable, Sugar

Anthony-Thomas Candy, Inc
1777 Arhngate Lane
Columbus, OR 43228-4114
Contact Tom Zanetos, PresIdent
Phone (614) 274-8405, Fax (614) 274-0019
VISIt date August 11, 1998, 2 00 P m
Type of Plant Sugar Processmg - Chocolate caramels, peanut bnttle, fudge and nuts
What they saw and discussed Usage of sugar and the candy mdustry

B & J Machmery, Inc
11560 Rockfield Court
Cmcmnatl, OR 45241
Contact Sandra M GuglIotta, Sales Engmeer
Tel 513-771-7374, Fax 513-771-3820
VISIt date August 13, 1998, 2 00 P m

Buurma Farms Inc
3909 Kok Road
WIllard, OR 44890
Contact Loren Buurma
Phone (419)935-6411,Fax (419)935-1918
VISit date August 21, 1998, 2 00 P m
Type of Plant FruIt Processmg, Vegetable Processmg Canned vegetable and]Ulces
What they saw and discussed Canmng technology, machmery 10 use and marketmg

Castelhm Produce DIstribution FaCIlIty
2 Plum Street
Wl1der, KY 41076
Contact Jane J Browe Director Corporate MarketIng
Phone (606) 442-4657/442-4654 Fax (606) 442-4656
VISit date August 10, 1998, 9 15 a m
Type of Plant Vegetable ProcessIng - Fresh vegetables, produce and fruit dIstrIbutIOn
What they saw and discussed DlstnbutIOn wholesale marketIng, storage and processmg

Fmal Report - MTM ProductiVity Study Tour Program for Kharklv, Ukrame
~ l'l 'iF) ~-o 'f
~ ~li:~ ~~ J~"':~ ~~ ~ ~ X\I ;~J"'" f' C"'j~ ~ '1 t{'";Jr
l ...'. ~ \1 Jl,.l)~~ l!, ~ ....\ ~__ oI!:!.~ d ~Jl,':'i..>'".,.:!J

Page 93



Club Chef, Inc (Castelhm FaClht))
800 Bank Street
Cmcmnatl, OH 45214
Contact Tom Browmng
Phone (513) 562-4284, Fax (513) 562-4245
VISit date August 10 1998, 8 00 a m
Type of Plant Vegetable Processing - fresh-cut vegetables prepared salads and fresh produce
What they saw and dIscussed Salad preparatIOn and marketmg offresh produce

Flavor Systems InternatIOnal
9930 Commerce Park Dnve
Cmcmnatl, OH 45246
Contact Wilham W Wasz, President
Phone (513) 870-4900, Fax (513) 870-4909
VISit date August 10, 1998, 2 00 P m
Type of Plant Full Lme of natural and artIfiCIal flavors
What they saw and dIscussed Usage of flavors m food mdustnes

Fremont Company
802 North Front Street
Fremont, OH 43420
Contact Don Siessman PresIdent Dale Alford (Tour Manager)
Phone (419) 334-8995, Fax (419) 334-8120
VISit date August 21, 1998, 10 00 a In

Type of Plant Vegetable Processing
What they saw and dIscussed Canned sauerkraut beans and tomato products

Grant County Foods Inc (CastellIm FacIlIty)
1125 01)' RIdge Road
01)' RIdge, KY 41035
Contact Jane J Browe, DIrector Corporate Marketmg
Phone (606)428-1903,Fax (606)442-4657
VISIt date August 10, 1998 10 45 a In

Type of Plant Fruit Processing - Fresh fruItS banana npenmg, orange packmg etc
What they saw and discussed DIstnbutIOn wholesale marketmg, storage and processmg

Greenhne Produce Company
12700 S DIxie Hwy
Bowlmg Green OH 43402-9697
Contact Jeff Twyman
Phone (419) 354-1149, Fax (419)352-2146
VISit date August 20, 1998, 2 00 P m
Type of Plant Vegetable Processmg - Fresh Vegetables
What they saw and dIscussed Processing of fresh vegetables

Hirzel Cannmg Compan)
411 Lemoyne Road
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Toledo, OH 43619
Contact Karl HIrzel, PresIdent
Phone (419) 693-053 Fax (419) 693-4859
VISIt date August 20, 1998,830 am
Type of Plant Processmg of fresh-cut vegetables, prepared salads and fresh produce
What they saw and discussed Cannmg technology and marketmg

MIchIgan Sugal Co
POBox 1348
Sagmaw, MI 48605
Contact MItch Reno Manager CommUniCatIOns James Ruhlman (DIrector AdmInistratIOn)
Phone (517) 799-7300/1-800-826-4784, Fax (517) 799-7313
VISIt date August 19 1998, 2 00 P m
Type of Plant Food Processmg - Sugar Processmg
What they saw and discussed Sugar Processmg, packagmg, marketmg and dIstnbutIOn

Institute of Food Technology
221 North LaSalle St
ChIcago, IL 60601
Contact Angela L Dansby, Media RelatIOns Manager
Phone (312) 782-8424
VISIt date August 25, 1998 11 00 a m
Type of Organization Trade ASSOCiatIOn
What they saw and discussed They were able to see the role that an actIve trade aSSOCIatIon plays
m the advancement offood technology and products

K B SpecIalty Foods, Inc
1225 N Broadway
Greensburg, IN 47240
Contact NIck Cortohllo, OperatIOns Manager
Phone (812) 663-8184/662-3302, Fax (812) 663-5680
VISIt date August 17 1998 10 00 a m
Type ofPlant Vegetable Processmg - Processor of raw vegetables mto wet salads (Potato salad,
coleslaw etc )
What they saw and discussed Vegetable processmg and marketmg
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Husman Snack Foods
1621 Moore Street
CmcmnatI, OR 45210
Contact Leroy Pennekamp, Plant Manager
Phone (513) 621-5614 (ext 17), Fax (513) 621-1478
VISIt date August 7, 1998, 9 00 am
Type ofPlant Potato ChIpS, popcorn, cheese curls, cheddar cheese, barbecue and club cheese
chIps
What they saw and dIscussed Usage of potatoes and preparatIOn of snack foods
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Nash-Fmch Company
6300 Creek Road
Blue Ash, OH 45242
Contact Dave Meadows General Manager
Phone (513) 793-6300 Fax (513) 792-6499
VlSlt date August 7, 1998, 2 00 P m
Type of Plant Food Processmg - Dlstnbutor for IGA
What they saw and discussed Food dlstnbutlOn methodology

OhIO Department of Agllculture
8995 East Mam Street
Reynoldsburg, OH 43068-3399
Contact Mary Beth Cowardm, Chief, DIvIsion of Markets
Tel (614-752-9815), Fax (614) 644-5017
ViSit date August 14, 1998, 11 00 am
Type of orgamzatlon State government diVision
What they saw and dlscus"ed The role of government m a free market economy

The OhIO State Umvel sity
Department of Agncultural, EnVironmental &. Development Economics
Agncultural AdmmlstratlOn Bldg # 103
2120 Fyffe Road
Columbus, OH 43210-1067
Contact Prof Luther G Tweeten, Professor
Phone (614) 292-6335 Fax (614) 292-7710
ViSit date August II 1998 10 30 am
Type of OrganIzatIOn UnIversity
What they discussed Agncultural marketmg, policy and trade

Portion Pac, Inc
7325 Smder Road
Mason, OH 45040
Contact Karen Manteufel Sales Manager Special Markets
Phone (513) 459-5229 Fa\. (513) 459-5309
VISit date August 18, 1998 2 00 P ill

Type of Plant VegetablelFrUltlFood Processmg - Smgle serve condiments dressmgs, ketchup,
mustard, salt pepper sugar creamers Jams and Jellies, hot sauce, cheese sauce, speCialty sauces
What they saw and dlscm"ed High \ olume packagmg of condiments, etc

R A Jones & Company, Inc
2701 Crescent Spnngs Road
Covmgton, KY 41017
Contact Paula Homes, Advertlsmg Manager
Tel (606) 341-0400, Fax (606) 341-0519
VISit date August 17 1998 2 00 P ill

Type of Plant Packagmg machmery buIlder
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What they saw and discussed Vanous high-speed packagIng machInery

Ray Brothers & Noble Cannmg Company
POBox314
Hobbs, IN 46047-0314
Contact Ray Noble, President
Phone (765) 675-7451 Fax (765) 675-7400
VISIt date August 24, 1198, 11 00 a m
Type of Plant Canmng of tomatoes and vegetable beverages
What they saw and discussed Canmng technology, marketIng and product diversIficatiOn

Stegner Food Products Company
3640 Muddy Creek Road
CInCInnatI, OH 45258-0643
Contact Ron Brockman, President
Tel (513) 922-1125, Fax (513) 922-1520
VISIt date August 18, 1998, 9 00 a m
Type ofPlant Microwaveable plastic bowl and canned meats, soupS, sauces and entrees
What they saw and discussed Ready to eat food, packagIng and general marketIng
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APVCrepaco
9525 W Bryn Mawr
Rosemont, IL 60018
Contact Rick Tkaczyk, VP Sales & Marketmg, Ira Nadel 847-928-3518
Tel 847-678-4300, Fax 847-678-4313
VlSlt date September 29, 1998, 9 00 am
Type of Plant EqUipment
What they saw and dIscussed Dairy processmg eqUipment, homogeruzmg, pasteUrIZatIOn, etc, at

Schaumburg DISCUSSIOns on labor savmg when lookmg at new/used eqUipment
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F. Host Companies: Meat, Dairy, Edible Otis

AC Humko Corp (Kaklshamns Food IngredIent Inc)
525 W FIrst Avenue
Columbus, OH 43216
Contact Ron SImmons, Plant Manager (DIana Kent)
Tel 614-299-4114, R&D 800-342-4151, Fax 614-297-6245
VISIt date September 23, 1998, 9 00 am
Type of Plant EdIble Oils
What they saw and discussed Vegetable 011 processmg - pnmanly soya

Archer Dallleis Midland (ADM)
1001 Brush College Road
Decatur, IL 62525
Contact Dr Alan Grusby, DIrector, InternatIOnal Meat ApplicatIOns
Phone 217-424-5200, Fax 217-424-5839
VISIt date October 1, 1998, 9 00 a m
Type of Plant EdIble Oils
What they saw and dIscussed Uses and samples of Soy Based Products

AVrIl & Sons
33 East Court Street
CmcmnatI, OH 45202
Contact Len Bleh, Owner
Tel 513-241-2433, Fax 513-598-6732
VISIt date October 2, 1998, 9 00 am
Type ofPlant Sausage processmg
What they saw and dIscussed HIgh quality sausage productIOn, packagmg, storage

B & J Machmery
11560 Rockfield Court
CmcmnatI, OH 45241
Contact Sandra M GuglIotta, Sales Engmeer
Tel 513-771-7374, Fax 513-771-3820
VlSlt date October 3, 1998, 2 00 P m
Type of Plant EqUipment supplIer rebUIlder
What they saw and dIscussed EqUIpment rebUIldmg for the food processmg mdustry
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Bob Evans Farm, Inc
3776 S Hlgh Street
Columbus, OH 43207
Contact Roger Wllliams, Exec VP Food Products (Amy Skldmore, Dlrector ofMarketmg
Brands w111 coordmate the presentatlOn)
Tel 614-491-2225,614-492-4985
VISlt date September 21,1998,1 00 p m
Type of Plant Meat processmg
What they saw and discussed Executive level presentatlOn on marketmg, product promotlOn and
dlstnbutlOn

CVP Systems
2518 Wlsconsm Ave
Downers Grove, IL 60515
Contact RIch Kelley, VP and General Manager
Tel 630-852-1190, Fax 630-852-1386
VlSlt date September 29, 1998 2 00 P m
Type of Plant EqUipment manufactunng
What they saw and dIscussed Equipment for packagmg meat poultry, cheese

Flavor Systems Intel natIOnal
9930 Commerce Park Dnve
FaIrfield, OH 45246
Phone (513) 870-4900 Fax (513) 870-4909
Contact Wl1ham Wasz, PresIdent
VlSlt date September 17 1998 2 00 P m
Type of Plant Fulllme of natural and artlficlal flavonngs
What they saw and dlscus~ed Usage of flavor for the meat and daIry mdustnes

Food Specialties Co
12 E Sunnybrook Dnve
Cmcmnatl, OH 45237
contact Stuart Schulman VP 8.. General Manager
Tel 513-761-1242 Fax 513-821-3733
VlSlt date September 16, 1998 2 00 p m
Type of Plant Edible Oils
What they saw and dlscussed Mayonnaise, Tarter sauce, Complete Dressmgs The company
speclalIzes m pnvate brands and pad.agmg

Graeter's, Inc
2145 Readmg Road
Cmcmnatl, OH 45202
Contact RIchard Graeter II Executive VP
Tel 513-721-3323, Fax 513-721-3385
VlSlt date September 17, 1998, 9 00 am

Type of Plant DaIry
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What they saw and dIscussed Hand made Ice cream process
Note The tour IS lImIted to UkraInIan only The questIOn and answer seSSIOn IS for daIry
executIves only

Jungle Jim's IntelnatlOlul Fat mel S Market
5440 DIXIe HIghway
FaIrfield, OH 45041-4108
Contact Cathy Feldhaus
Tel 513-829-1919
VISIt date September 25, 1998, 11 00 a m
Type of Plant RetaIl operation
What they saw and dIscussed EAtenslve retaIl operatIOns

Hoffman's Sausage Co
2111 Kmdel Ave
CmcmnatI, OH 45214
Contact Howard Tallen, OVvner
Tel 513-621-4160,513-621-7205
VISIt date October 6 1998 9 00 a m
Type ofPlant Meat speCIaltIes, Sausage
What they saw and dIscussed PreparatIOn of meat specIalty Items, packagIng, warehousmg

Gugglsburg Cheese
5060 State Route 557
MIllersburg, OH 44654
Contact Mary Lynn
Tel 330-893-2500, Fax 330-893-3240
VISIt date September 24, 1998, 2 00 P m
Type ofPlant Cheese productIOn
What they saw and dIscussed The productIOn and packagIng offive pound wheels of cheese of
Baby SWISS
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Kroger Company
477 Kenard Ave
CInCInnatI, OH 45232
Contact Steve Woody Store Manager (Carol McCarthy)
Tel 513-681-7650 Fax 511-681-7946
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JTM PrOVISIOns Co
200 Sales Avenue
Hamson, OH 45030
Contact Joe Maas V P ProductIon
Tel 513-367-4900, FaA 513-367-1132
VISIt date October 6 1998, 2 00 P m
Type of Plant Frozen and fresh meats
What they saw and dIscussed ProductIon and packagIng and management DISCUSSIOns on capItal
needs for plant operatIOns
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VlSlt date September 16, 1998 9 00 a m
Type ofPlant Kroger Retatl Store VISIt
What they saw and dIscussed RetaIl processmg, packagmg, vanety and presentatIOn at the store
level SamtatIOn WIll also be mcluded
Note Kroger does busmess mternatIOnally In South Amenca PacIfic RIm and MeXICO Tamarak
Farms DaIry IS a dIVISIon of Kroger

New HOrizons (Kleunel 's)
2842 Massachusetts Avenue
Cmcmnatl, OH 45225
Contact Jim Jaeger, President
Tel 513-681-2850, Fax 513-853-6545
VISit date September 15, 1998, 9 00 am
Type ofPlant Meat Processmg
What they saw and dl<;cussed Beef and pork slaughtenng and processmg
Note The company has done work m Russia

OhIO Department of ..\.gllcultUl e
8995 East Mam Street
Reynoldsburg, OH 43068
Contact Bruce BenedIct and Rosahe Beers (tel 614-466-2732)
Tel 614-466-6198
VISit date September 22 1998 2 00 P m
Type of Plant Government agency
What they saw and dl<;cussed Laboratones and current busmess projects supportmg agncultural
busmesses m OhIO

Oberwels Dall")' Co , Inc
951 Ice Cream Dnve
North Aurora IL 60502
Contact Mark Kloster Plant Manager
Tel 630-801-6100, Fax 630-897-0562
VISit date September 30 1998 9 30 a m
Type of Plant Fulllme dalI) operation
What they saw and dlscus<;ed Production, matenal handlmg samtatIOn, shlppmg and recelvmg

PMI Food EqUIpment GI oup (Hobal t ManufactUring)

70 I Ridge Road
Troy, OH 45374-000]
Contact Ltld Meyers InternatIOnal Marketmg Manager (Larry LIOns - Plant Manager)
Tel 937-332-3000, Fax 937-332-2976
VISit date October 7 1998 10 00 a m
Type of Plant EqUIpment manufactunng
What they saw and dl<;cussed DemonstratIOn of eqUIpment processmg, packagmg, samtatIOn
eqUIpment - laboratory and demonstration

Schad Meats, Inc
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SIG Comblbloc
4800 Roberts Road
Columbus, OR 43228
Contact Jeff Radley, VP OperatIOns
Tel 614-876-3700, Fax 614-876-3770
VISIt date September 23, 1998,200 P m
Type of Plant DaIry eqUIpment
What thev saw and dIscussed AseptIc packing for the daIry mdustry

2615 Cummms Street
CmcmnatI, OR 45225
Contact Mark Schad, Owner
Tel 513-251-6991,513-251-0254
VISIt date October 8, 1998, 9 00 am
Type of Plant Meat processmg
What they saw and dIscussed Baking process, packagmg, dIstnbutIOn of cured hams and bacon,
pork

Smith Dau'Y
1381 Dairy Lane
OrrvIlle, OR 44661
Contact Ike Graham, VP InternatIOnal
Tel 800-776-7026, 330-683-1079
VISIt date September 24, 1998,900 am
Type ofPlant DaIry
What they saw and dIscussed FlUId mIlk, Cottage cheese, sour cream, Ice cream and noveltIes
They saw the productIOn faCIlItIes, packagmg eqUipment, shIppmg of daIry products and JUices

Stegner Food Products Company
3640 Muddy Creek Road
CmcmnatI, OR 45258-0643
Contact Ron Brockman, PresIdent
Phone (513) 922-1125, Fax (513) 922-1520
VISIt date September 18, 1998, 1 30 P m
Type of Plant Meat processmg
What they saw and dIscussed Ready to eat food for chIldren aged 1 and up, packagmg and
general marketmg Microwave able plastIc bowl & canned meats, soups, sauces and entrees
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Tamarak Farms Dairy
1701 Tamarak Dnve
Newark, OR 43055
Tel 740-522-8181
Contact Kevm Vondersaar, General Manager
Note Tamarak IS a dIVISIOn ofThe Kroger Company
VISIt date September 22, 1998, 9 00 am
Type of Plant DaIry
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What they saw and discussed Full hne dairy products MIlk, Yogurt, cottage cheese, sour cream,
orange JUice

Umted Dau'Y Farmers (UDF)
3955 Montgomery Road
Norwood, OH 45212
Contact Todd Kamphaus, Mgr Consumer Relations (Rocky Walz, Plant Manager)
Tel 513-396-8700, Fax 513-396-8736
VISit date September 18, 1998, 8 30 am
Type of Plant Dairy
What they saw and discussed FlUid mIlk and Ice cream

SEMINARS

Don Dufek
Executive m ResIdence
XavIer Umverslty
3800 VlCtOry Parkway
Cmcmnatl OH 45207
Tel 513-398-3191, Fax 513-573-9865
VlSlt date September 15, 1998, 1 30 P m
Subject Efficlent customer response - Improvmg Product flow and cash flow to enhance
customer marketmg

Ed Watson
2143 Berry Patch Dnve
CmcmnatI, OH 45244
Tel 513-474-2316
Subject Marketmg
VISIt date October 9, 1998, 9 00 am
Subject Marketmg

Allan J Costantm
825 Woodscene Ct
Cmcmnatl, OH 45230
Tel 513-624-9445
Subject Packagmg
VISit date October 8, 1998, 2 00 p m
Subject Packagmg
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G. Ukrainian Companies: Fruit, Vegetable, Sugar Tour

Their product IS sold m bulk or packaged m 50 kg (110 lb ) bags Sales are mamly through
barter agreements
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Fasma IS a supplIer of packagmg equIpment to the food mdustry They
Import, mstall and maIntaIn equipment Imported from Llthuama

The Directors have ambitiOUS plans for the future but need capItal to expand The firm had
preViously been a sunflower processlllg plant producmg unrefined sunflower 011 ThiS product IS
no longer produced smce the compam cannot obtaIn suffiCient seeds from the farmers The
DIrector feels that there IS no hope for a revival of this operation

The company currently produces a \ anet) of products They have a soft dnnk operatIOn and plan
to restart their apple JUice lme The) also have a complete lme of confectlOnenes There IS also a
bakery operation that IS slIghtly profitable

Fasma - Oleksly Gonskly, Chan man of the Board
1 Gagann Prospekt Ap 77 Kharkl\ 3 10001 Ukrame
Telephone 380-572-21-98-60 Fa" ") 80-'172-21-98-60 E-mail
fasma@kharkov com

BarvenkovsklY Food Plant - VlktOi Pavlov and or Uvarenko, Directors
1 Polevaya Street, Barvenkovo, Kharklv RegIOn
313650, Ukrame
Telephone (057-57) 4-21-64 and (05757)
4-24-20, Fax (05757) 4-23-33, E-maIl none

This Jomt Stock Company has been III busmess for
30 years It current!) has 20 employees down
from 180 The level of management \'vas reported t
to be very hIgh WIth competent production and
engmeenng directors

This IS an old company that has been m busmess for more than 100 years
However, their eqUIpment IS relatively new, mstalled withm the past 10
years The plant IS now closed for the crop year It processes sugar beet
and operates only about 50 days per year The DIrector stated that, when
operatmg, the plant operates at 4] % of capacity as opposed to 12% for ..
his cOmpetitIOn One of the problems faced by the mdustry IS that farmer's Yields are down by
50%, due to a lack of fertilIzers and herbICIdes

1st Sugar Plant Named after Pet I ovskly - Vlktor Simonenko, Marketmg Manager
BIlYI Kolodlaz, Volchansk Dlstnct, Kharklv RegIOn, Ukrame
Telephone (380-52-41) 2-23-18 Fax (380-52-41) 5-13-43, E-maIl none
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InterfrUit - Alma Zhylma, Mal hetmg l\Ianagel
25a Artema Street Kharklv 310002 Ukraine
Telephone 380-572-471-300 140-,35 Fa\. 380-572-400-144,400-545,
E-mail frUlt@madbox kharkov ua

InterfrUlt IS a $6 mdhon a year processor and packaging company (m
Tetrapac) of fruit JUIces (80% of output) and mdk (20%) In June 1998,
output amounted to 30 to 40 tons of fruIt JUIces and 10-15 tons of mIlk
TheIr JUIces Include apple, pineapple (from Thadand), orange (from
Flonda) and tomato The compam employs more than 100 people and ~ --- ~

rents processmg space from another company They are seekmg to expand theIr operatIOn and to
buIld theIr own processmg facdltle::, Fruit JUIces have a very high profit margin m Ukraine where

they compete mamlY With Imported products For the milk products to have a longer shelfhfe,

they will need an mvestment of $1 500 000

The company markets their producb III Ukrame, Rus~la and other countnes of Eastern Europe
Ms Zhylma the 1\1arketmg Manager has studIed m Oregon and IS fluent m Enghsh

Kolos Farm - Oleksandl F Stl ogn, Genel all\Ianager/Owner
102 Lenm Street Gllleyevka, Zml) er~h.ov Dlstnct KharkIv RegIOn
313734, Ukrame
Telephone (057) 3-20-93 Fa\. (0')7) 1-00-00 E-maIl none

ThIs farm grows a number of crop::, and processes ::,ome themselves The
farm IS a 10-year-oldjolnt stock compell1\ that employ::, 45 people and has
annual sales bet\\een $750 000 and S I mdhon Their products mclude
fruItS, vegetables Vv heat, ::,unflo\\ el ::,eed and flour They also operate a
bakery and engage m general tradlllg

The Kolos plant processes and can::, frUIts and vegetables The plant IS presently operating at 80%
of capacity They also have a re"tdurant and prepare fresh salads Their general tradmg activIties
are profitable but fan11lng actl\ Itle" ell e rather restncted due to a shortage of seeds and fertlhzers

Mr Strogly IS very progres::'l\ e \\ Ith more than 10 years m the busmess He IS lookmg to Improve
hiS general management practIce" \\ hIle on the study tour He also wants to mvestlgate
pOSSibilities for startmg a ne\\ flour mIlhng operatIOn

Kongressovskly Sugm Plant - Sel g" Pogllbn)ak, Fmanclal Manager
Apt 6, 540-Lyet Pobedy St Aleksandrovh.a Zolochev Dlstnct Kharklv
RegIOn, 312212 Ukrame
Telephone 380-264-96-7-10 E-mdIl none

ThiS company has been m operation slllce 1913 and IS 51 % owned by the
farmers m the regIOn and 10% b\ the employees As m all sugar

operatIOns, the plant operates onl\ elt heln est times For tl1lS plant, thIS
amounted to a 2 1/2 month season Employment durmg thiS peflod was
between 180 and 240

Fmal Report - MTM Productlvlt\ Stud) Tour Program for KharkIv, Ukrame Page 106



The plant IS m good shape e\.cept tOl the filters, whIch are reqUIred due to the hIgh level of sugar
dust

The plant operates only 70 days pel year ThIS IS blamed on bad crops and poor weather In
addItIOn, farmers lack the mach1l1en to mah.e beet farmmg profitable
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Marketmg IS a problem for the COmpall\ so most of theIr output IS dIstnbuted m barter
arrangements DUrIng the season (September, October and November) they employ 220, of
which 162 are m production In the otf <;eason they employ 110 The employees are paid partly
m cash and parth m bartered good<;

Pervkhmskly SlIgal Plant - IgO! RlId, Head Mechamc
Lernn Street Gutat\ Bogoduh.hm ... 1-.1 DbtrIct, Kharh.I'v RegIon 312-369,
Ukrame
Telephone 8-258-2-21-76, Fa, none E-maIl none

As With most compames m tim 1I1du~tn there IS a problem wIth the supply ofraw matenals smce
farmer's yIelds are do\\n by as much a~ 50% The fimshed products are mamly dIstnbuted m
barter arrangements

NovOlvanovskl Sugal Plant - k..ost)antyn Ulko, Fmanclal Manager
157 Pobedy St Kolomak Dlstnct KharkIv RegIon, 312462, Ukrame
Telephone 380-576-6'i-87-45 Fa, )80-576-65-65-34, E-mal! none

ThIs IS a large old sugar plant that \\ a... reconstructed after the Second
World War TheIr bIggest problem I <; a ~hortage of sugar beets In 1997
they produced I 200 tons of sugar per day whIle m 1991 they produced 3,000 tons per day

ThIs firm began operatIon m 191) It \\ as destroyed m the Second World
War and was rebUIlt m 1953 It 110\\ operates at 70% of capacIty dunng ~~
the processmg season They proce...... 1 'i00 tons/day dunng the 70-90 day ~ ~

processmg penod The plant ha ... 120 employees and thIS goes up to 300 t
dunng the mam proces~mg penod

ThIs IS a farm that grO\'vs and proce~~es agncultural products for others
They also mill flour on modern eqUIpment purchased from Italy

Nadlya AgncultUi al Far m - .\natoh, Shkurko, Head Engmeer
4, Geologlsheskaya ul Balah.le) a Kharh.Iv Oblast 313810, Ukrame

Telephone 380-572-49-222-59 Fa\. 380-572-49-234-31, E-mail none

The company refines beet sugar, Vv hlch It packages m 50 kg (110 Ib ) bags In 1997 they
operated at 30% of capacIty and theIr productIOn was 7,000 tons Output was down for a
number of reasons mcludmg the fact that farmers' yIelds were at 50% due to a lack offertlllzers
The farmer owners barter the products of the plant for other products m demand The company
plans to benefit from the study tour b\ bemg able to see other plants m the same busmess and to
learn more about plannmg, budgetmg and management practIces
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Rosmka - Rymma Ya Chepval~o\a, PI eSldent
52 Balaklrev Street Kharkl'v 3] 0218 Ukraine
Telephone 380-572-33-35-63 12-20-82 and 380-050-243-55-65
(cellular), Fax 380-572-33-2]-57 E-maIl none

This IS a small scale pnvate firm \\ Ith an aggressive female president The
company was a collective until ] 1/~ \ em s ago when It was pnvatlzed It
now employs 72 The products of the firm Include meat, pasta, pastry
and processed vegetables They ~ell annually 500 Kilos of processed
vegetables

The pnmary markets for the producb are local retailers On this tnp, the president wants to study
meat-processing techl1lques

Savmskl) Sugar Plant - VlktOl Loza, Plocess Engmeel
11 Lenin Street Baf\enkovo Kharl-.O\ Region 313650, Ukrame
Telephone 380-57::;-74-2')-83 Fa\. 180-::;75-74-25-83, E-maIl none

This IS an old sugal beet processlllg plant that will start processing beets
In August The sea~on will then operate on two shifts for two months

The plant employed 600 In l\1ay 1998 and thiS will mcrease to 800-1,000
m the peak peflod

to

In the Soviet peflod the plant produced tWice as much sugar as presently The plant used to sell
all ItS output to Ru~sla but no'v\ ~ell ... onl\ to the other former republics of the USSR As With
other UkraIl1lan sugar beet plant" "ale~ to RUSSia were drastically curtaIled when RUSSia began to
levy high Import duties

Talfun - Vasvl Za, tsev, PI eSldent, l\1l Oleg Sizonenko, Deputy Director
75 VictOry Avenue Kharkl\ 31 0-17..J. Ukraine
Telephone 8.. Fa" 180-572-16-7..J.-b I tlnd 380
572-36-72-55 E-mail cOI{/ltalfun kh,lI kO\ ua

ThiS aggressive energetIc marl-.et-onented and
cost-conscIOus firm ha~ attracted a \\ ell-qualified
team The three l-.ey mgredlent... for the bUSiness
are to proVide 1) high quality product~ 2) good
customer servIce, and 3) 10\\ cost affordable pnces tor the target market
Every portIOn of the facIlltv was Immaculate Employee pnde was obVIOUS m their appearance
and the products \\ ere excellent - \\ ell presented and well pflced

The company cun entlv opel ate" three I etail or fast food outlets, a meat processmg faCIlIty and a
commissary for maklllg blll1\ (pancake~) The product line Includes up to 50 vafletles ofblmy
WIth different fillmgs The~e al e ~taple" In the Ul-.rall1lan diet They also sell theIr own sausage, a
vanety of dessert~ dnd Ice cream Talfun 1S also openmg and expandmg sales m retaIl mInI
markets They ha\ e abo been a~ked to ~upply schoob and admmlstratlon offices There are
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Raw matenals are a constant problem ~Illce there are no test standards for food and water They
also need better packagmg systems to Improve the shelfhfe of their products

aggressIve expansIOn plans for the company and they now are plannmg up to 10 retaIl outlets m
the Kharklv area They feel they will eventually reach out to other cItIes McDonald's IS theIr
pnme competitor m the Kharkl\ market
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Zmlevskoy Milk Plant - \'lctOi KISlhov, Chan man of the AdvIsory Committee
5 Taranovskoye Highway Zmuv Khark.l\ RegIOn, 313720 Ukrame
Telephone 380-574-733-253, Fa\. 380-574-733-578 E-maIl none

ThIS firm was formerly a mJlk pack.agmg plant, but now also produces
fruit JUices They current1\ employee 80 m a small mmmg commumty
They suffer from a lack. ot rd\\ material" due to reduced farm output
They are anxIous to study nevv equipment for Ice cream, yogurt and
bottled water They are also look.mg for 11Igh-speed packagmg machmes,
but lack local capital

Mr KIsdyov speak.s some Engh~h and [.., d very aggreSSIve and forward-lookmg manager
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H. UkraInIan Companies: Meat, DaIry, EdIble OIls Tour

The company no\\ produces fluid I11llk sour cream, cheese and butter Annual sales are estImated
at $750,000 US

Page 111
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Chuguev Milk Plant -Oleksandl Dokuchayev, Executive DIrector
7, Repm Street Chuguev, KharkI\ RegIOn 312830 Ukraine
Telephone 380-574-622-233 Fa\. 380-574-622-046 E-mail none

Management at Borovsko\ IS \ ery entrepreneunal They have had to be that way as a small daIry
trymg to compete m larger markets They have been able to reduce debt by $150,000 US over
the past three years despite problems m obtammg raw matenals The company IS currently
experIencmg difficulties In obtaining external funding or generating mternal cash flow WIth which
to conclude more trade opportullltle~

The Barvenskovsk.IY Mrlk. Plant has been Idle for more than one year It

IS under a balancmg, moderl1lZatlon, and replacement program morder to
get back mto productIon Replacement started a httle over one year ago
Barvenskovskly MIlk Plant IS on the border of the Kharkiv oblast and the
Donetsk oblast They get theIr supply of mIlk from three adjOInIng
dIstncts m the Donetsk oblast The regIOn has no other mIlk producers
The plant IS currently waterproofing and has Just purchased a lme for processmg kefir

Chuguev MIlk Plant processes eIght tons of mIlk per day, down form 110
tons at the heIght of Its production It has 55 employees, down from 135 at
peak productIOn penods A nev" butter plant IS being completed whIch wIll
be capable ofproducmg eIght tons of butter per day (from 180 tons ofmrlk)
The company pnmanly produce~ curd products made WIth raisins, sugar and sour cream, and a
1% kefir Packagmg Includmg \\ hole milk IS 111 1/2 lIter plastIC bags

Borovskoy Milk Plant has been m operatIOn for 0\ er 16 years It was
prevIously a collectIOn statIon for fluId mJik but also mcluded a small
packagmg plant for processed mtlk It ~old Itself

Borovskoy Milk Plant - Oleksl) Pavlov, Head Accountant
3, Poldesnaya Street, Borovaya Settlement, Kharkiv Oblast Ukrame
Telephone 380-572-142-960 Fax 380-572-142-960 E-mail none

Untrl the plant IS operatIonal Barvenskovskry IS sendmg ItS raw matenal to Kharkrv Milk Plant for
processmg Once operatIonal It WIll be m a pnme pOSItIon to meet the needs of not only the
surroundmg areas of the Kharkl\ oblast, but the much wealthIer areas of the Donetsk oblast

Barvenskovskly Milk Plant - Volodymyr Yar mak, DIrector
Barvenskovskly MIlk Plant, 2 Krasnozavodskaya St Barvenkovo,
Kharkrv Oblast, Ukrame
Telephone 380-5257-2-23-93, Fax 380-5257-2-23-93, E-maIl none
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The plant currentIv operates from 1\larch to November, but shuts down from November to
March The wmter shut dO\'vn IS apparently due to a lack ofraw matenals Employees earn an
average of $56/month They are paid for leave time

Chuguev Milk's current mam problems are a lack ofworkmg capital, msufficlent packagmg
eqmpment a severe lack ofra\'v matenals (mIlkmg herd down from 12,000 to 4,000), and
meffectIve means to collect and cool milk from pmate farms

1st Kharklv 1\111'" Plant - \'11\.tOII\.1 l\Ial enych, Department Head
17, Goncharovka Kharkl\ 310052 Ukrame
Telephone 380-')72-121-3')9 Fa\. )80-')72-122-038 E-mail none

1sl Kharklv MIlk Plant \\ as built m 1929 and formed mto a company m
1933 It currently has 360 employees The facIlltle~ were completely
destroyed m World War II and reblllit The plant uses tradltlOnal
technologies and has not had capital tor major upgrades m some time

The plant's output was 200 tons per day m 1981 and mcreased to 365 tons per day by 1986 The
current level ot output \\ as not revealed The plant I~ not currently operatmg at capacity due to a
'>hortage of raw materIal and mcrea"ed competition

1sl Kharklv Milk enJo'} ~ a high le\ el ot popularIt\ \\ Ith Its 11lche customer base Over the past few
years It has trIed to mtroduce ne\\ ploducts After a long three-month approval process, a new
product was mtroduced la~t \ ear adgeskl\ cheese a ~oft cheese with nuts It had a ten-day shelf
lIfe (an Improvement of se\ en da\'~ 0\ er ItS predece~sor) but suffiCient raw matenals could not be
obtamed to contmue production

Kharklv EdIble OIls Plant - Tet, .1Ila \ 010" k, Human RelatIOns
120 IlYlch Prospect Kharkl\ 310019 Ukrame
Telephone 380-')72-76-21-28 Fa\. ) 80-"72-76-) 8-29, E-mail none

Kharklv EdIble Oils Plant h,l'> CUrI ent annual rev enue~ of $22 millIon US It
started operatlon~ m 1912 \\a" de"tro\ed III World War II and completely
rebmlt m 1946 The malll pI oduch al e mal ganne dnd mayonnaise It was
formerly a state 0\\ ned margarIne proces"lng plant It IS \'vell mamtamed and
has 820 employees worklllg tOlll ~hltt~ .'\pproxIll1ately 70° ° of plant equipment was Imported
from France, Bntam and Hungaf\ The balance I" of UkramIan and RUSSIan deSIgn The
company plans on mvestlllg S5-6 mIllIon on eqUipment to punfy raw matenals and produce
smaller packages

Kharklv Edible Oils markeh to 1') oblash III Ea~t and Central Ukrame

Kharklv EdIble Oils relIes hea\ II'} on ~untlower ~eed~ that are harvested m October Roughly fifty
percent of their sunflower oil I~ Imported trom RU~~la Ra\\ matenals are not a problem to meet
current sales needs but sub~tantIal growth could CI eate shortages
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Kharklv MIlk Plant - YUlI, KI\ sh, k, Chief Technologist, and Anatohy Bazyura, Chief
Mamtenance

LIke other dames m the U\"'J ame Komarovka IS re"tncted due to a lack ofraw matenals In many
cases, Komarov \.,.a compete:, wIth ItS own supplIeJ" who are sel!mg their mIlk on the streets
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Komarovka l\lllk Plocessmg Plant - VlktOi Sel glven]\.o, DII ector
72 Ktzov Street Yuzhl1\ Khar\"'[\ Oblast 312] 18 u\"'rame
Telephone 380-572-494-696 ..J.86-..J.3..J. Fa\. 380-'::;72-494-696
E-maIl none

Kharklv Milk Plant I~ the Jal ge"t and mo~t lInpre~"I\ e
dairy Kharkrv

Kharklv Meat PI ocessmg Plant - Olena Ohym k, Head Process Engmeer
100, GagarIna Prospekt, Khar\"'lv 3 I 0000 UkraIne
Telephone 380-572-507-20 I Fa\. 380-572-279-538, E-maIl none

The plant operates between October and May, then shuts down when Its supply of raw matenals
runs out The plant IS operatIng at about 40% capacity 1998 productIOn of marganne IS 30,000
tons compared to a capaclt\ of 55 000 tons and mayonnaise productIon IS at 3,000 tons
compared to a capacIty of II 000 tons

Kharktv Meat, lIke most U\"'ramlan meat processors, IS currently
expenencmg a crucial shortage of ra\\ matenal They expect to reduce employee headcount by
11 % If new sources cannot be found A lac\.,. ot \\ or\"'mg capital further lImIts theIr abIlIty to
secure addItIOnal supplIes

Komarovka Mil\.,. ProcessIng Plant \'va~ pnvatlzed m 1997 VvIth 342
shareholders Annual revenues are about $425,000 US and profits are
reportedly good Komaro\ h.a has 52 employees earnmg an average wage
of $75 US/month The plant proce:,:,es four to ten tons of Imlk per day
mto products such as mIlk (pach.agmg IS m plastiC bags), cheese curd kefir sour cream, and
butter Alcohol free dnnh.s are also processed at the plant In additIon to daIry products, the
company has IS own sausage shop a bah.ery, and pi ocesses gram for flour

KharkiV Meat ProcessIng Plant ( 'KharkI\ Meat") produces pnmanly
sausage and meatballs The company has 860 employees It produces
120 tons of sausage annual!\ seIlIng 60% through their own store and
40% to wholesalers on 7-da\ terms
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Krasnogradskl Buttel &. Cheese Plant - Raylsa Manko, PI oductlOn Department Head
48 Krasnogrod Street Krasnogrod Kharklv RegIOn 313050 Ukrame
Telephone 7-00-98 Fa\. 7-00-95 E-maIl none

The Krasnogradskl Butter 8.. Chee~e Plant IS a modern up-to-date
facl1lty Management appears to be stable and 'VI, ell quahfied The
Director has led Krasnograd~kl for 3, years It ha ... the capacIty to
process 500 tons of 1111lk per day Currently the plant IS producmg
cheese at the rate of about 20 ton~ per day Krasnogradskl has 112
employees, down slIghtly from ItS peak of 130 employees m 199 I
Employees earn about $43 US/month Supphers are paid a combmatIOn of cash and products

Krasnogradskl has a reputation m both Ukrame and throughout the former Soviet Umon for
producmg high qualIt\ hard cheeses

Krasnogradskl suffers from a lad.. of raw matenal.., collapsmg markets, lack ofworkmg capital,
and declImng con~umer buymg PO\\ er

Kupl3nsk l\Ieat Plant - \'Itall\ Koz) rvev, PIOClSS Engmeel
56, Dzerzhyn~k\ I ul Kuplan~k ') 126-W Kharkl\ Obla~t Ukrame
Telephone 5-31--1-7 Fa\. ';-14-14 E-maIl none

Kuplansk Meat Plant ~tarted operatIons m 1949 The company operates
ItS own slaughter hou~e and pI oduce~ ~ausage h e...h meat fat hIdes and
other slaughter hou~e b\ -producb

At ItS peak the company produced 20 tons of meat products per day It IS
currently operatmg at onh about ::'0° ° ot capacIty due largely to a
shortage of raw matel lal

Kupmnsk Meat IS ]-1-0 kJ1ometer~ trom Kharkl\ the major populatIon center of the area As a
result, It markets It products to nearby regIons ""Ith Kharkl'v accountmg for only 10-20% of
revenues Becau..,e ot Ib locatIon the company ~ pllmaf\ marketIng channel IS through
dIstrIbutors RelIance on dlstl1butors has created d ~Igmficant problem WIth receIvables as
dIstrIbutors are reluctant to pay In ca~h and a market prICIng problem due to the added cost of
dIstrIbutors

Kuplansk l\1I1I" Plant - Oleks<lI1dl Radchenko, Genel al DII ector and S\ Itlana Medvedyeva,
Vice President Fmance
26, Lomonosov Stl eet Kupmnsk Kharkl'v Oblast 3 12640, Ukrame
51359, E-maIl none

Kupmnsk MIlk Plant \\ as founded m 1972 and I~

now 98% emplo\ Le 0\\ ned It I.., JOlnth 0\\ ned b\
employees and the mIlk coopel atl\ e that supplIes
the maJonty ot 11'> Ia\\ matenal Kuplansk IS one
of seven full lme dalf1e~ m Uk! all1e It produces
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Solbozhanskl .\gIICUltUl al LUIll - '\ UI n To\StolH at, Head
Economist
5 Chkalova ul pos ChkalO\ sk\ 1 Chuhu) 1\ District
Kharklv Oblast 312834, Ukrame

Energy costs are another slgl1lficant problem for Rogan Energy costs are hIgh, and the supply of
electncity IS very unrelIable

Because of the economIc sItuatIOn accounts recel\ able are a problem for the company It IS
hIndenng cash flovv which IS much needed to purchase nevv eqUIpment for expansIOn of the
smoked sausage lmes

Rogan has no facIlItIes for slaughtering al1lmals IINead they purchase theIr needs on the open
market m carcass form Even \\ Ith tl1lS arrangement there IS a shortage of raw matenals leaVIng
the company no other option than to purchase Imported meats ThiS process IS costly and results
m cost-of-good:. a\ eragmg 75-80°/0 of re\ enues

Rogan Meat PlOcessmg Plal1 t - S\ltlana Vlrtsl\-.! Deputy Head of the Boal d - Vice
President of Economics
151, Rohanskaya ul Kharkl\ '1101 n Ukrame
Telephone (380) 572-99-11-28 Fa'\. (380) 572-9C)-01-58 E-maIl none

Rogan Meat Processmg IS onh lI..,lIlg about 13% at It processmg
capacIty at the pre~ent tune It ha ... four lInes, onh one ot which IS
generally operatmg Rogan \\a" ...et up to produce at capacity, 33 tons
of smoked sausage and 83 ton ... at non-smoked samage per shIft A
major market shift from non-"llloked to ~moked sall::>age has left the company vvlth Idle Investment
m the non-smoked lmes and a ...hortage of eqUIpment m the smoked lme

Kuplansk has Its own fleet ot trucks to pIck up ra", mIlk dally from supplymg farms coupled WIth
an advanced laboratory that tests the quahty of mJi\-.. recel\ ed ThIS IS atypIcal for a Ukratruan
daIry, as most prefer to have the farmers delIver ra\\ mIlk

In 1995 the company purchased a lme of SwedIsh mIlk processmg eqUIpment to begIn productIOn
oflong shelf lIfe mIlk. WIth the nevv Ime, Kupmnsk. can process 750 tons of mIlk m a 24 hour
penod, though current productIOn IS only at 320-340 tons per day m the summer and 150 tons per
day In the WInter due to a shOl tage of raw mIlk

The company currently processe~ 20 mIllion cans of condensed mIlk per year They have theIr
own metal stampmg operatIOn to manufacture cans The company has the capabIlIty to process
35 tons of condensed mIlk. per ~hlft The metal stampmg eqUipment used m can manufactunng IS

from East Germanv and the vacuum eqUIpment IS from West Germany

whole mIlk, condensed mIlk, mIlk wIth chICOry extl act or chocolate, cheese, artIficIal mIlk from
soy, kefir, butter yogurt cream cheese, cottage cheese and fruIt JUIces Annual revenues are
about $21 mIllIon US
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Telephone 380-572-515-81 22'+-50, Fax 380-572-233-83 E-maIl none

The Solbozhanskl Agncultural Farm IS a large Jomt Stod. Company It has been In business Since
1949 Solbozhanskl has 1,250 employees It raJse~ 450 farming cows and more than 100,000
hogs The farm consumes appro\.lmately 60 000 tons of feed annually, all of which IS wIthout
bio-stimulants ThIS IS a current problem given the ~carcltv of anImal feed In Ukraine

Solbozhanskl has two slaughtenng rooms neIther of which IS modern There IS no refhgerated
area to store the slaughtered aJl1mals creating a SaJl1tation problem

UkraInian Edible Ods Institute - Tehana AvdeHnko
2a Dzyuba Prospect Kharkl\ 110019 Ukraine
Tel 380-572-763-852, Fax 380-572-762-942
E-maIl regOll@kharkov ua and petlk@regOil khal h.O\ ua

The UkrainIan EdIble Oils In"tltute was founded In 1932 Its purpose IS
to proVIde the ~clentIflc and techJl1cal support to the enterpnses of the
oIlseed Industry of Ukraine .'\t pre"lent 2" proce~~ll1g enterpnses are
assocIated WIth the Institute All of the~e proceS"lll1g compall1es are stock compames haVing more
than 80% pnvate capital Theil output ranges from \ egetable Oils to marganne to mayonnarse, to
soup

The pnnclpal scope of the In~tltute IS to proVide con~ultmg and technological assIstance In, (1)
new and modern technologles for e\.tractJOn (2) ne\\ technologIes for production of vegetable
proteins and ammal feeds (3) ne\\ technologle~ and equIpment for marganne, mayonnaise, and
soup production (4) shanng of Il1fOrmatlon among InstItute associates, (5) compIlatIon of
quarterly and annual brochure~ on the Ukrainian OIb ~eed Industry, (6) development of business
plans, and (7) marh.et research fOi oIlseed producb

VehkobUilushu Cheese Plant - .\natoh, Ko\ ah 0\, Chaulllan of the BOal d
2 Tereshkovo\ St \ elIh.l'} BUlluh. Khal kl\ Region 312550 Ukraine
Telephone 5-.+7-60 5-'+7-68 Fel\. ')-29- 12 E-mdii none

Vehkoburlush.ll Chee~e Plant ha" been In operation "ll1ce 1978 It IS
100% oVvned b\ emplo\ ee~ The compc11l\ ha~ 1] (, employ ee~ earning an
average wage of $85 US per month

In 1994 Vehkoburluskn produced more than 73 000 ton~ of cheese (350
tons per day) In 1997, productIon had fallen to 26 000 ton~ While Its
capacity IS 450 tons per da'} It 1\ currenth (1998) operatmg at only 100
tons per day

Vehkoburluskll products Include hard cheese (50~o fat), butter lactose, casein kefir and sour
cream Eighty percent of raw matenal" to produce these products comes from collectIve farms
The company pays for rav\' mIlk \\ Ith a LOI11bll1atlon of cash and products
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The company has t\vO major problems - a lack ofworkmg capital and a shortage ofraw milk In
Ukrame, most farmers have reduced the number of 111llkmg cows m their herds creatmg a large
shortage of ra\\- milk throughout the country
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Mr Leland M Cole
629 Myrtle Ave
Terrace Park, Oh 45174
ActIVIty Project Manager

Thomas R Dunn
4191 Tlmberpomt Dnve
Cmcmnatl, OH 45247
Phone 513-661-9492 (H)
Dunn & TItus
800 Compton Road, SUite 26
CmcrnnatI, OH 45231
Phone 513-522-8933 (W)
Fax 513-522-7844
ActIVIt, Coordmatlon host compames

Samuel M Harrell
EDI International
9495 Whitegate Lane
PO Box 43400
CmcmnatI, OH 45243
Phone & Fax 513-965-9777
ActIVIty Host compames

JohnH Kuhn
5340 Aspenk.noII Court
Cmcmnatl OH 45230
Phone 513-232-7051
ACtIVIty CoOrdInatIOn

Jerry Lafferty
150 Lafayette CII cle
Cmcmnati OH ..J.5220
ACtIVIty CoordmatIOn

Dan and Judy McKmney
2500 Bedford Ave
Cmcmnati OH 45208
ActIVIty InterpretatIOn, Dmners

Mr PrulIp J Murphy
738 Hand Avenue
CmcmnatI, OH 45232
ACtIVIty Interpretation photography

Dr & Mrs Belal U Slddlque
558 Belle Meade Farm Dnve
Loveland OH 45140
Phone & Fax 513-218-7091
E-mal1 bSlddlqU@tSO em IX net
ActlVIt\ Coordmatlon, mterpretmg, support

Julia C Stephen
8626 Coran Road
Cmcmnati OH 45255
Phone 513-474-0264 (H), 768-6187 (W)
Fax 513-241-1212
E-mail Jstephen@cshco com
Act!\ It\ Accountmg

Judy & John S Swartzbaugh
133 Siebenhalter DrIve
Cmcmnatl, OH 45215
Phone 513 -563-7916 (H), 772-7903 (W)
Fax 513-769-2610
Jswartz853@aol com
Actl\ It\ Logistics, PR

James L TItuS
333 Kuhr Lane
Covmgton, KY 41015
Phone 606-341-4440 (H)
Fax 606-341-5099
Dunn 8.. Titus
800 Compton Road, SUite 26
CmClIlnati OH 45231
Phone 513-522-8933 (W)
Fa~ ~1,-522-7844,49]-4450

..\ctl\ It\ Host compames

Ed Watson
2143 Berrypatch DrIve
CInClllnatl OH 45244
-\CtIVlt) CoOrdInatIOn, lecturer
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I J. Letters from Participants
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Letters and e-matl messages have been receIved from several partIcIpants They are hsted below
From Tatyana Avdeyenko, Ukralman SCIentIfic-Research Instltute of EdIble OIl
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TRANSLATION

Ukrammll SCIentIfic-Research Institute of EdIble OJ!
Kharktv, Ukrall1e
E-MaIl vegoIl1Ykharkov ua

November 06, 1998

NEWBIZNET

CENTER FOR ECONOMIC INIT!.\T1VES

USAID

I earnestly thank you for glvmg me a chance to take part In the Marshall
Plan Tour Progl am to USA commencmg Sept 13 - Oct 10 1998

I would speclal!\ lIke to note about the fnendly and canng elttentlOn
gIven to us by the members of Center for Economic Imtmtl\ e~ Cmcmnatl
USA and Ne\Nblznet Kharkl\

Vanous compal1le" \ ISlted III US.\ ga\ em pOSSIbIlIty to kno\\ about
technology and machll1eI) used there get lI1formeltlon about marketmg
research how bU~lne~ses are bell1g conducted by .\mencan colleagues and make
busmess contacb for future cooperation and comultatlon~

DUrIng the perIod after returnll1g to 111\ vvork I ha\ e had slgmficant mput
mto my work fI om lecture materIell" gJ\ en bv Mr Ed Wahon on marketll1g and
also by the Information DIrector at the Bob Evan~

I consIder that ImplementatIon of ~uch program \\ III brll1g posItIve help not
only to Kharkl\ regIOn but to entIre lArall1e and \\ III help cultIvate
cooperatIon bet\\ een our t\\ 0 countrIe~

WIth due respect and hope tor future tl uItfu] cooperatIOn

Tatyana Avde\ enko
Sr SCientific Officer
Dept ofEconomlc Research
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nu ITUBbl~ alIpec 310174 XBPbKOB alA 8679

Te.l/lj>dhCbl +{380,,72) 36-7461 36-72 55
EmaIl co@tAllun kharko\ UQ

Nfl 348 om 16 HOR6pR 19982

PentOHanbHbl~ ...eHTp COAe~CTB~JI

6l-13Hecy
UeHTp 3KOHOM~4eCKIo1X ~HIo1"'lo1aT1-1B

AreHTCTBO CWA no Me>K..qyHapoAHO
My pa3BI1THIO

000 «TailtcbYH)} Bblpa>KaeT rny6oKylO 6naroAapHoCTb 3a
nposeAeHVle nporpaMMbl CTa>KVlpOBKII1 Ha aMepl.1KaHCKV1X npeAnpH
s:lTWflX B aBrycT€ 1998 rop,a YyaCTlile B CTa>KlIIpOBKe HaWHX co
TPY,lJ,HItIKOB 3all1Llesa B B 111 Clt130H€HKO a A OKa3aIlO nono)l{V1
TenbHoe SnHflHli1e Ha pa3B\IITVle Hawero npep,npltlflTHs:l nOIlyyeH
Has:l B xop,e CTa>KlIlpOBKlII 1I1HepopMaLllllH OKa3anaCb 04eHb nOIle3Hoilt
Aflfl pa3BVlTVlSl ceTVI Kaepe 6blCTporo nlilTaHlIIs:l «TalltcPyH» B ropop,e
XapbKose III np08KH1pOBaHVlS1 epa6pl.1KItI-KYXHH B Llaep)l(V1HCKOM
peHoHe ropp,a XapbKoaa

Fmal Report - 1\IT1\1 Productl\ 11:\ Study Tour Program for Kharklv, Ukrame

TRANSLATION
TAIFUN
Prospekt Pobed\ 75A
Kharkov, UkralJ1e
TellFax +(380 572) 36-74-61 36-72-55

From Vasyl Zaytsev, Tmfun
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EmaIl co@taJfun kharkov ua

NEWBIZNET
Center for Economic InItiatives
USAID

Ref346
Date Nov 16 1998

Limited lIability company "TAIFUN" expresses deep gratitude for the study
tour program conducted In vanous Amencan firms In August 1998

Takmg part In tIm, study tour bv t\\ 0 of our managers Zaytsev V V and

Sizonenko 0 -\ made positive 1l1tluence m development of our organIzatIOn
Information recel\ ed dunng thb ~tud) tour were 'very useful for developing
fast food cham" ot T ..\lFUN In the CIty of KharkO\ and deslgmng kitchen
factory at Derzhll1~ky RegIOn ot KharkO\ City

PRESIDENT

ZAYTSEV, V \
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From Yuny Slmonenko DIrector 1st Sugar Plant Named after PetrovsklY
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TRANSLATION
Petrovskly SUGAR PLANT
Volchansk Dlstnct Kharkov RegIon Ukrame
TeI2-23-18

NEWBIZNET
Center for EconomIc ImtIatIves

Date Nov 19 1998
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Thanks to Marshall Plan Program one of our Manager had the opportUnity to
undergo a study tour In USA and had a chance to get acquainted with modern
productiOn technology and mark.etlng methods This gave us a chance to
reevaluate our methods here at the plant and Incorporate new Ideas

We conSider that continuatiOn oftl115 program IS helpful m achlevmg goals
for Ukrame

CHAIRMAN

SIMONENKO \ -\

Fmal Report -1\1T\1 Productl\lty Study Tour Proglam for Kharklv, Ukrame Page 126



I
I

I have receIved the followmg E-MaIl message from the Savmskly Sugar Company VIctor Loza
from that compam particIpated In the Marshall Plan Program In August 1998 In USA

EJIarO,lldplli\1 IlcIITp JKOIlOi\ll1 l lecKI1X I1HI1ll,l1dlI1B 3d Crd)Kl1pOBKY TeXHOJIOra
CaBI1HCKOIO ld\<lpHoro JdHO Ld lIo3v BHKTOpd CepI eeBl1 l ld

I1oe3,llKd L!}I Ildwero llPOI1JHO,llCIBd JLdJId HOBLle pe3VJIhTdThI B06JIdCTl1
BHe.upeHI151 \ lIdh.OBKI1 ITPOJWf\.ll,HI1)LI1JdHHd VIIdKOBKI1,KOMIThIOTepI13dll,1111 ITpOll3BO.u
cTBa Be.uI1I1011 cl1CTeMe

)l{eJIdCl\I BdllleMY ll,eIl1p\ IIOBbIX vcneXOB HcOBMec1HOH pd60Te c YKPdl1HCKllMll
¢IllPMdMll Il po i\lhIIllJIeIIHI1I\.dl\ll1 611 JIICCMeHdl\1l1

TRANSLATION

I1HCllCh.IOP ITO
Kd,llPdl\l i\ II DYmIl

Bela! SIddIque

Page 127

A N Buzm

L L Llkhmyakevlch

'uI1PCh.lOp CdBllIIC-KOIO
CdXdPIlOIO 3dBO,lld IT IT ITI1XWIKeBI1'1

X-Persona <Beltan>
To bSIddIqU@TSO em IX Net
OrgaruzatlOn Rescue
Date Wed, 2 Dec 1998 1948 23 +0200 (lEE)
Return-Receipt-T0 tony@rescue donetsK ua
From "Anatoh\ Fedosov" <TONY@maJi dn ua>
Subject UeH Ipv _)[.... OIIOMWleCKI1X I1HI1ll,l1dII1B,I UI1Hll,I1IIdTI1, CIlIA
Lmes 15

Personnel Department
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DIrector Sa'vInskl\ Sugar Factof\

Tills VISIt has gIven our productlOn new results m the fields of developmg
new packagmg creatmg desIgns, and computenzatlOn of productlOn

Thanks to Center for EconomIc InitIatIves tor organizing trammg tour of
technologIst VIctor Loza of SavmsKIy Sugar Factory

We WIsh your orgamzatlOn new success and cooperatlOn WIth Ukramian
companies and busmesses
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BarVlnkov Food Plant
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Barvmkov Food Plant
1 Polyova Str
Barvmkova
Kharlav Region 3 13650
Ukrame
Tel 38 (05757) .+2165
Fax 38 (05757) .+2133

USAlD
NEWBIZNET
Center for EconomIc ImtJatlves

Barvmkov Food Plant expres~es Its profound thank.s to all who orgamzed the
semmars and tOUl ot our members to \ anous plants m USA for gettmg to
know the productIon and processmg of agncultural produce

Tills tour gave u~ the chance to under~tand deeply the structure of
productIon and pI ocessmg of agnculturdl produce pI ocessmg mdustnes m
USA mvolvmg both small and large bu~messes

Lots of mterestmg and necessary k.no\\ ledge was gathered by commumcatmg
wIth mdustry leader ... whIch can be replicated to Impl 0\ e our mdustry

Matenal collected dunng the tOUl wa~ ot great mterest to our mdustry
leaders at the 8m \ ll1k.ov region We hope that contacts made w111 give
results to future cooperatIOn

We, express OUI deep thank.s tor orgalllzlIlg cultural program dunng the tour
of USA and gl\ IIlg u... a chance to teel the culture and e\ ery day hfe of
Amencan people

VIctor Pay 10\
General DlrectOl
BarvmkO\ Food Stuff Plant
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Kharklv Molprom

NEWBIZNET
CENTER FOR ECONOMIC INITIATIVES
USAID

In Sept-Oct of this year, an executive of our company - Alex Pavlov
undertook a trammg tour of USA under the Marshall Plan Program

Tills program gave a chance to k.now advanced technology which IS used m
Illilk mdustnes m USA, helped determme the dIfferences busmess
approaches m USA vs Ukrame and know the speCIfics of productIOn and
marketmg m USA

Tllis gave us a chance to determme our problems that have stopped the
process of lmprovmg productl\ Itl' 10 our mdustrIes and formulate necessary
busmess strategy, workout a busmess plan that \\I III Improve productIVIty
and profitabIhty of our mdustry

Thanks to all, who have taken part 10 preparIng thiS tour program and
express our hope of future cooperatIOn

V A Solovesky
DIRECTOR
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Dear MI Cole'

Merry Chnstmas and Happy New Year'

It's with a lot ofJOY that I recall my stay m the US Thank you very much agam I'm
sendmg enclosmg a magazme \II Ith the article about the study tour and my ImpreSSIOns VIcky,
who agreed to help me out, made the translatIOns mto English I'm ready to supply the necessary
number of the magazmes for CEI members Besides I want to report on shanng me Amencan
expenence

1) A report on my US tnp at the "round table" wlthm the NEWBIZNET (USAID)proJect
m September 1998 NEWBIlNET assists enterpnse through publIc bUSInessman aSSOCIatIOnsas
well

The representatives (top figures) of associatIOns from Kiev, Kharkov, Nikolaev, Ternopol,
Odessa, Donetsk and Lvov were present as well as Arnencans - Mark Galaher and Joe Welsh

The partIcIpants were particularly Interested m the mformatIOn on the activItIes of
Amencan aSSOCiatIOn based on membership

2) PartICIpatiOn With Mr V KI~elIo'v m the InternatIOnal Semmar IProdmarket-98" m
September, 1998 m Kiev A report and shanng Impre~SIOnsof the study tour to the US at the
plenary meetmg and more detailed reports at "round tables"
"The orgamzatIOn and operation of dl::>tnbutiOn nets m fruIt and vegetable tradmg", "The
expenence of publIc aSSOCIatIons III "upportmg enterpn~e development"

All m all 80 people took. part In the semmar
3) Wntmg a sectIOn m the tour report descnbmg pack.agmg technologIes we saw VisItmg

compames m the USA
4) DIScus::>lon of the mformatlon received dunng the study tour at the meetmg of Kharkov

Packagmg Technologies InstItute members (Oct 1998) and draftmg of the lIst of Amencan
compames, which \\Ie had que::>tIon~ a\ to the technologies and busmess

5) Together WIth Mr SlIllOnenko we set the goal to promote the produce of the Petrovsky
FIrst Sugar Processmg Plant, Belly Kolodets, Ukrame When workmg out the company style and
trademark we used the kno\ll ledge recel\ ed dunng the ~tudy tour We based our work on the
hIstory of the plant and the stable Image of ItS produce as the best m Ukrame

The servIces vvere performed b\ "Fa~ma" In September - November 1998 The company
style we worked out become" the ba~e~ for the consumer packagmg and promotIOn concept
Please find enclo~ed the draft dnd de~cIIptlon of the trademark

6) Together \\11th Mr ld\ tse\ \\ e ~et the goal to choose the technology for packagmg
salads, produced by "Talfun" We u"ed the expenence and mformatIOn acqUired dUrIng the study
tour As a result m November 98 Kharko'v Institute of Packaging Technologies drafted the
deSIgn of the recommended technologies

I hope my actiVitIes will help not only Ukrainians but also the realIzatIOn of you projects

Please, pass may best I egard~ to all the eEl members

Yours smcerely,

Aleh.sey Gonsh.y
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