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1. Background

Winrock Internationd, in partnership with Counterpart Internationa, Center for Investment and
Support (Prognoz), Sakhain Association of Business People and Counterpart Enterprise Fund, is
working to increase the number of successful smdl businesses and improve the environment for
small businesses to emerge in the Russian Far East. Funded by the Untied States Agency for
International Development, the Enhanced Smdll and Medium Sized Business Development
Project (ESD) has four primary objectives.

1) Reduce the burden of regulations on SVIES by increasng SME association advocacy;

2) Increasethe availability of Credit for SMES and entrepreneurs,

3) Provide and increase the availability of advanced business and sector pecific training
kills and

4) Build capacity of sector pecific associations by working through them to provide sector
gpecific consultancies.

In addition, the ESD Project will be demand driven, ensure women and remote people have
benefit, and will work to ensure collaboration between busness support ingtitutions and other
businesses development projects with open and free information.

The project began August 1, 2003 and will continue until August 3, 2006. This report covers
activities and results for the period from October 1 to December 31, 2003.

Project Adminigtration

November 18, 2003 ESD Program conducted a press conference in Khabarovsk. This event
announced the gtart of Winrock’s ESD Program, highlighted planned activities and mentioned
accomplishments to date. The press conference was opened by Mr. Terry Myers, Mission
Director, USAID/Russa. The event was atended by Mr. Paul Mulligan, Office Chief, Economic
Growth Office, USAID/Russia, Ms. Y ulia Shevchenko, Project Management Specidigt,
Economic Growth Office, USAID/Russa, Ms. Elizaveta Telushking, Director of Department of
Entrepreneurship of the Economic Development and Foreign Trade Ministry of Khabarovski
Kra, Mr. Vitdiy Dzhiudichi, Firs Deputy Minigter of the Economic Development and Foreign
Trade Minisgtry of Khabarovski Kral.

A Partners Meeting was conducted November 18-20 in Khabarovsk. ESD partners — Sakhdin
Asociation of Business People, Counterpart Enterprise Fund, Center “Prognoz’ aswell asa
prospective partner Makon from Buryatia presented their activities and results to that date. The
participants learned more about program and financid reporting and got acquainted with the new
ESD resources — the project website (www.esdproject.ru) and database of Russan trainers. Yulia
Shevchenko from USAID/Moscow and Erin Hughes from Winrock International were also
present and participated in the discussions of various program issues. Everyone agreed thet this
second Partner’ s Meeting was extremdy vauable and worthwhile.

ESD program and financid managers provided additiond field training for partners SABP and
Prognoz in November and December 2003.
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Counterpart Internationa consultant, Dan Berkshire, traveled to Sakhdin in December and spent
aweek with SABP to help them creete adetailed training plan for year one. The training plan
built on the previoudy approved workplan for year one and includes more information based on
assessments of our central regulatory reform partners. Mr. Berkshire aso helped SABP
brainstorm and document broad idess for activities and results in the last two years of the
program. Theseideas will be used to develop future workplans.

New ESD daff, Nadezhda Arkhipova, was hired by Counterpart Internationa in November. As
aProgram Manager, sheisresponsible for helping the access to credit and the regulatory reform
componentsin Sakhain and Y akutia. Nadezhda s strong background in banking and
microfinance adds additional value to the ESD staff expertise.

2. ProgressIndicators
2.1. Improving Regulatory Environment

In November 2003, Prognoz, SABP and Makon conducted assessment of selected business
associations to ascertaintheir level of development and their strengths and weaknesses. Based
on the assessment they will work out training and activity plans for these associations. Based on
the assessments ESD has noted that overall, the business associations are not sustainable, they
have alack of advocacy skills, and have no negotiating or public relations experience. Ladtly, the
leaders are not strong.

Although they have been sarted, not dl of thetraining and Technical Assstance plans with
each partner business association have been completed. On Sakhdin our partner business
associations are located in remote areas and do not have sufficient staff cgpacity or time to assst
SABPin cregting their plans. These business associations are in need of and are anxious to
recaive inditutiona capacity building and training but working with them to implement these
plansis proving to be achdlenge. Prognoz found that business associations are interested in
trainings such as. Financid Sustainability and Fundraising, Creating a Pogitive Public Image, and
How to Become and Run a Sustainable business associations, in addition to sector specific
trainings. These planswill be completed during the next quarter. Through cooperation with the
ESD project, the business associations will work to raise their image and train personnd of the
organizations to increase its sugtainability. Once the training and technica assistance plans are
findized in early January, we will begin conducting or ganizational development training
sessions for each partner business association.

Prognoz organized and held ameeting with leaders of business associations of Amur region and
locd authorities. They identified key priority areasin the area of regulatory reform:1)
Decreasing pressure on SMES from regulatory ingtitutions - in licenang, registering business,
sanitary and fire ingpecting and others, 2) Increasing image of socid and business responsbility
of SMEs; 3) Improving business infrastructure support in the region (support and cregtion of new
BSls, foundations, Smal Business Adminigrations). As afirst step Prognoz will focus on trying
to help decrease the pressure on SMEs from the regulatory inditutions. Prognoz plansto
conduct a roundtable with the representatives of the regionad government and business
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associations to design adraft for the new decree by the Governor of the Amurskaya Region. This
Decree will reiterate the importance of and recommend that officids act in accordance with the
Federd Laws on licenaing, regigtration and inspection. This Governor's Decree, with the help of
BAs, will be digtributed among the region's entrepreneurs so that they understand their rights. In
February 2004 Prognoz will continue discussions with business associations and SMIESto
identify the most typical violations of regulations made by businesses and the most typica
cdamsfrom ingpectors. They will then conduct specific trainings for entrepreneurs on how to
conduct their businesses with aminimum of violaions

ESD sdlected three partnering business associationsin Buryatia: Chamber of Commerce,
Association of Timber Producers and Association of Catering Enterprises.  The assessment of
these associations showed that many of them were created as aresult of a specific campaign. For
example, they were created in response to alaw or resolution that would have a negetive impact
on a particular business. Such associations do not have a well-developed organizationa structure
and their leaders are quite inexperienced in business association management. Thisissmilar to
what has occurred in the other regions as well.

Each region established basdline data on the regulatory environment and identified priority
ar eas of what SMIEswould like to see changed in their regions. Results of these assessments

will be used to address the specific issues regarding reform of regulations. According to surveys
conducted by Makon, the level of regulatory burden imposed by the government agencies on
SMEsin the Republic of Buryatia did not change alot compared to the Stuation in 2002. There
were dill frequent ingpection, sanitary fire safety and police inspections.  However, 98% of
entrepreneurs gate tangible improvements in the dialogue with tax ingpectors. They prefer to hire
auditing companies or quaified accountants to ded with financid reporting. In their turn tax
authorities, taking into account the fact that tax money received from SMEs make up agood
portion in the loca budget, prefer a congtructive diaogue with them.

According to surveys conducted by Prognoz, the assessment leve of adminidrative pressurein
the Amurskaya Oblast on small businessin 2003 was the same level asin 2002 year. More often
ingpections were made by tax authorities (24.87%), fire service (14.14%), sanitary ingpection
(12.57%) and trade inspection (11.26%). Some companies were checked by inspections three to
four times ayear. According to the law inspections should occur once every two years. We found
it necessary to control not only time of ingpection but quality aso. Duration of some checks was
30 minutes only and inspectors only came to issue a pendlty.

The situation on Sakhalin looks different: entrepreneurs do not indicate visits by ingpectors as an
adminigration barrier.  SABP surveyed 76 smdl enterprises operating at least one year and 20
enterprises operating for less than one year on Sakhdin. The survey reveded that snce Federd
Law #134 was enacted the number of ingpections has decreased considerably in accordance with
legidation requirements. Of the participants who had operated a business on Sakhalin for at least
one year, 74.85% said that inspections were only aminor problem for them. Someindividua
services, such as police, remain at the same leve asin 2002 but overall the Stuation has
improved sgnificantly.

For entrepreneurs who have operated on Sakhdin for less than a year, 75% of respondents said
they spent no more than five days on regigtration procedures and that the climate for operating a
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businessis "more favorable' than it was before. The only problems that were mentioned were
that they Hill experience certain problemsin dealing with tax inspections. entrepreneurs must
gtand in long lines and submit paperwork not directly related to their regigtration. SABP plansto
conduct a roundtable on January 23 with representatives of ingpections, business associations
and entrepreneurs to discuss results of assessment and to develop resolution about following the
Law about checks. This resolution will be lobbied to deputies of City and regional Dumas.

The regulatory reform priority for smal businesses on Sakhalin is the tax burden and through the
ESD project, the Sakhalin Association of Business People (SABP) worked successfully with the
Dumato dlow rurd catering enterprises to pay less tax and become more profitable. There are
many entrepreneurs involved in catering servicesin the rurd areas of Sakhdin and they asked
SABP to help them advocate to the locd legidators to make changes to the oblast’ s law on
taxation. The rura entrepreneurs were paying the same rate of tax as urban entrepreneurs but
explained that because people in rurd areas have less income and buying power than cities, it
makes sense to reduce the leve of taxation on imputed earnings for businesseslocated in the
countryside. Through technica assstance from SABP and the ESD project, in September the
entrepreneurs introduced a motion into the Sakhalin Dumato address this issue. On November
6" the Duma Council adopted a speciad amendment to the law and rural catering businesses on
Sakhdin will now pay lesstax than their colleaguesin towns. Thiswill increase the incomes of
smal catering businessesin rurd areas and help them to be more profitable,

During the quarter, ESD partners consulted with and gained buy-in from gover nment
officials. In October Prognoz provided consultations to deputy Head of Adminigtration of
Mikhailovski Didtrict and to chairman of Investments and Small Business Development
Department of regiona adminisiration about advantages of SME in districts and the region to
participate in implementing ESD project. Both reacted positively to the meetings.

In November, SABP and locd entrepreneurs involved in the construction business consulted
with the Vice-mayor of Y uzhno- Sakhalingk, the city's main architect and other architects and
officasinvolved in management of municipa property to resolve problems of adminigrative
barriersin the congtruction industry in particular. At the meeting those present decided to create
aworking group to study this question of streamlined procedures of coordination of building on
the ground. Government officias agreed to work with the entrepreneurs and SABP to solve the
problems around land tenure and to Smplify access to information.

In October aregional advocacy roundtable was conducted by SABP with representatives of
regiona adminigtration, Duma, and representatives of SVIES. 1ssues discussed include how the
state can better support SMES, the frequent changing of legidation related to SMES, the lack of a
list of which documents are required by the government for SMEs and the high tax rates for
food-related businessesin rurd areas. The roundtable produced recommendations to the
Sakhdin Regiond Duma. One result dready achieved was that the leve of taxation for food-
related businesses in rural areas was reduced.

In October Prognoz worked to build coalitions and networ ks by hogting a mesting with leaders
and members of business associations of Amur region: Union of Manufacturers and
Entrepreneurs of Amur Region, Chamber of Commerce of Amur Region, Amur Regiond Branch
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of Asociation of Entrepreneurid Organizations of Small and Medium, Amur Guild of Culinary
and Restaurateurs, Amur Union of Women. Associations agreed to establish a codition to have
more influence on business policy and strengthen connections for advocating businesses to
change exigting problems.

With the help of Counterpart consultant, Dan Berkshire, the life of project workplan is
completed for SABP. This document provides ideas of what activities to do in years two and
three of the project in support of achieving stated results. Thisworkplan is very broad and will
be updated each year based on the progress made in the previous years. The life of project
workplan for Prognoz will be developed in late January.

Counterpart Internationd has drafted a system and manual for the advocacy microgrants
activity and other key ESD staff has provided comments on it. Progress continues on this draft
and it will be ready for USAID gpprovd in the next quarter.

2.2.  Improving Accessto Credit

Assessment of micro-finance markets was done by CEF and Russian Microfinance Centrein
four targeted regions (Vladivostok, Sakhdin, Y akutia and Chita). On the basis of these
assessments CEF, together with ESD staff, developed training plans for financid inditutions and
SME for thefirst year. Specid approaches have been developed, for each region based on the
differencesin the regions. For example, the financial market in Chitais not very well developed.
There are no leasing companies and only afew branches of big Maoscow banks. These branches
cannot create their own lending policies, they must obey the rules and policies of their
headquarters. Since the Chita Region is predominantly agriculturd, ESD will focus on the
training of agricultura credit cooperatives and organizing generd trainings and eventsfor the

res of thefinancid ingtitutions.

In Sakha Republic, credit cooperatives are the biggest group of Micro Finance Ingtitutions
(MFIs). In addition, there are severa new groups that are in the process of being registered as
credit cooperatives. The Republic’ s banks and two existing leasing companies have difficulties
with developing micro leasing products and adopting new technologies to serve SMEs. Also
leasing companies lack of qudified personnd. ESD will work build the capacity of existing
associations of credit cooperatives, their associations, and newly emerging credit cooperatives.
The program will aso provide the necessary trainings for the bank and leasing organizations and
invite them to participate in the program’s round tables to share their experience and discuss
exigting problems with others.

The Primorsky Region’s credit and leasing market seems to be rlatively developed but not
necessarily satisfying smdl entrepreneurs’ needs. The banks are more or less active in crediting
entrepreneurs, especidly European Bank Recongtruction Development (EBRD) partner banks.
The project will facilitate SME access to finance by providing these bankers with training
(mostly psychologica and client relations) and involving them in conferences and roundtables to
address issues regarding SME financing. Credit cooperatives are quite active, providing credit to
entrepreneurs in the Primorsky region. However, the main problem with this group of financid
ingtitutionsis lack of resources. The ESD project will help credit cooperatives with training on
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how to attract members and increase ther financid resources. The Project will engage credit
cooperatives and SMEsfirg, then other financid inditutions - banks and leasing companies—
will gradualy become involved in generd project activities.

In the Sakhalin Region there are only two credit cooperatives and two leasing companies. ESD
will help the credit cooperatives development, not only in Y uzhno-Sakhainsk but also in other
cities where some of the banks have branches and would like to develop microcredit programs
(e.g. “Okha-Bank™). To help the banks make this work more effective the program will conduct
trainings not only for banking personnd but aso for entrepreneurs with the help of regiond

bus ness associations and SMIE consulting centers.

ESD plans to engage RMC experts to conduct atraining of trainers to achieve the above-
mentioned plans. The assessment that was conducted showed growing interest toward the non
banking financid inditutions such as credit cooperatives, credit unions and funds.

CEF compiled data and developed a web-accessible database of financial institutions
(leesing companies, credit cooperatives, banks and funds for smal business support), through

which SMEsin the project target regions can receive financing. The database is|ocated on
CEF s website (www.microfinance.khv.ru) and is linked to other ESD project resources. Now the
resource is being improved and tested. This resource will be on ESD's website as soon as the

testing phase is over and appropriate improvements have been made.

On November 18", 27 people from 17 local credit cooperatives of Chita region attended a cr edit
cooper ative training that covered topics such as. how to attract financing, how to organize
lending activities, accounting procedures, and legd issues regarding operation of credit
cooperatives. The following two days were used for individua consultations, the workshop

trainer spent one-on-one time with those who attended the training and who had specific
questions. Now that these credit cooperatives have received training and technicd assistance,

they will be able to effectivdly manage their loan funds and will incresse tremendoudy the

amount of credit available to SMEsin Chita

On December 9-12, 2003 Elena Vasllieva, CEF s ESD Program manager, together with the
CEF slawyer, Sergel Vadiliev, conducted atraining for banks, leasing companies, credit
cooper atives and business associations from Yakutsk and Ulusy (digtricts) on the legd issues
of working with SMIEs. The seminar took place on the premises of Consulting Plus Business
School and was attended by 18 participants (4 - from credit cooperatives, 5 - fromleasing
companies, 4 - from banks and 5 - from Funds for Small Business Support). The training covered
both theoretica and practica legal issues.

In October the Director of CEF attended a Regional SM E Finance Conference. The conference
participants put together a number of recommendations and suggestions to the local and federd
authorities on how to facilitate the formation of MF-friendly environment in the RFE and
Zabakaye, which will ultimately lead to SVIES, and thus better economic, development.

Besides adopting the resol ution, the conference participants reported on their MFI activities and
successes, and shared their experiences. This conference was a great opportunity for Aleksel
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Shumilov to network with the representatives of the regiond microfinance inditutions and credit
cooperatives, which will be ESD project beneficiaries.

Two ESD project representatives attended the RM C Micro Finance and SME Finance
Conference in December. Because of afamily emergency, the CEF Director was not able to
gpesk at the RMC microfinance and SME Finance conference as planned. However, the Chief
Accountant for CEF and the Program Manager for the ESD program were able to attend. More
than 200 participants from dl parts of Russa attended this forum. They represented dl kinds of
indtitutions involved in microfinance activities: SME support funds, credit cooperatives,
internationa technica assstance programs, and federd and regiond authorities. Thiswas a very
important event for the micro and SME finance community to exchange idess, information, and
opinions on important topics. Conference attendees participated in the development of sirategies
to promote the quaity and outreach of microfinance and SME finance servicesin Russa

2.3  Advanced Businesses and Sector Specific Training

2.3.1 Advanced Business Skills Training Assessment
To achieve the enhance SME in the Russan Far East, Winrock hired loca consultants to work
with locd training providersin dl the regionsto conduct market assessment and pricing
gructure in the five targeted regions. Through this process we identified training priorities
and key training centersin the regions. The most popular of them are the following:
Khabarovski Krai:

Human Resources M anagement

How to Conduct Negotiations

Qudity Management
Primorsky Krai:

Marketing and Didribution

IT Technologiesin Busness

Delegation, Mativation and Control (HRM)
Amursk Oblast:

Business Planning for Business Expanson

HR Management

Marketing and Planning
Sakhalin Oblast:

HR Management

Export Operations

Team Building
Sakha Republic:

Managing Reaions with Clients

Sdes Techniques

Marketing and Sales
Buryatia Republic:

HR Management

Marketing

Strategic Planning
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The ESD project developed training plans for Year 1 of the project. Thisincludestraining
schedule, ligt of trainings to be developed and training of trainer needs. ESD will invite the most
qudified trainers from Russia and the US to conduct the courses.

Two new training modules have been devel oped by the ESD partner Prognoz — “Planning and
Assessment” and “Organizationd Development”. These trainings have been conducted in
Blagoveschensk by aloca trainer Elena Kharchenkova who is amember of Prognoz teeam. The
developed materids are available from the ESD office to other training centersin the region.

ESD developed atraining provider procurement process approved by WI’s headquarter.
Partners or Training Centers in need of assstance (such as atrainer, atraining module, materids
or subsidies for the fees) can request assistance from ESD project. The Project will assessthe
need asit relates to our project’s goa and proceed with aidentifying atrainer or developing a
service agreement with the training center or BSl. Seven organizations have dready requested
training assstance.

A database registry of SME Trainers has been developed and posted on the www.esdproject.ru
website. The database includes more than 260 trainers from Maoscow, St. Petersburg and the

RFE. Trainers can be searched by region and by expertise. We will continue to build on this

regisry for the life of the project.

2.3.2 Advanced Business Trainings Conducted

ESD Support local partners — Association of Business People of Sakhdin (SABP), Center
“Prognoz” in conducting advanced business skills trainings. In October-December 2003, ESD
worked with partnering organizations and provided 9 advanced business trainings for 183
participants from SMEs.

Bdow are examples of some trainings that have been conducted during the reported period:

Sakhalin -- The advanced business skills training on human resource management was organized
at the request of Nevelsk entrepreneurs in November. The god was to train the participantsin
gpplication of the Labor Code, to andyze frequent mistakes in relations with personnd, to
educate managersin kills of business communication and managing the personnd. Sixteen
managers took part in the training (10 of them were women). Russian American Education
Center of Business provided two highly qudified trainers: N. Virolanen and O. Srokha. SABP
fecilitated the event. Asareault of the training, the managers will better handle administretive
and program issuesin ther relations with personnd; they will decrease the manpower drain and
violation of labor law.

Amursk Oblast -- According to the assessment, in the Amur region the mgority of companies
and entrepreneurs lack cash flow, so many of them need to attract funds for their business.
However, the Amur region is not so favorable for investors, only very successful and big
companies are able to attract investment.
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Training provided by ESD partner “Prognoz” taught entrepreneurs about opportunities for
investment, to encourage them to take advantage of opportunities and teach them how apply for
resources in ways to be attractive to investors.

Mogt of the participants were the members of "the Union of Manufacturers and Entrepreneurs of
Amur Region”, people who have their own private business. One company "Rovena,”" a producer
of packed milk and juice, wanted to apply for financing to develop and expand their
manufacturing plant. They had problemsin writing a convincing gpplication. Trainersand
consultants helped them in doing this and expect financing to be approved o that at the
beginning of 2004, they expect to open the new manufacturing line to produce flavored milk
drinks to meet the demand of Amur market.

Khabarovski Krai -- On November 10-11, the seminar "Problemsin Export-Import Operations
with Foreign Partners' was conducted. Several issues were addressed at the seminar: corporate
law of Ching; peculiarities of RussanChinese joint ventures, and peculiarities and problems of
export-import operations with foreign partners. The seminar was organized by Russan
American Education Center located in Khabarovsk. The trainers were specidigsin internationa
law. Six participants of the seminar received the required knowledge on how to ded with foreign
partners.

2.3.3 Sector-Specific Assessment and Training

During October-December 2003, ESD hired local consultants and organizations to conduct

mar ket assessments of SME sectors and identify their training needs. ESD will focus activities

to work through industry- specific associations in the area. The following sectors have been

Specified (by region):

Khabarovski Krai:  Timber Processing (Far Eastern Wood Processing Association); Fish
Processing (Association of Fisheries)

Primorsky Krai: Fish Processing (Association of Fisheriesin Primorye), Construction
(VLASTRA, Gdaktika); Food Manufacturing (Association of Bakeries of
Primorye)

Amursk Oblast: Catering (The Guild of Cooks and Restaurants); Timber Processing (The

Union of Timber Processors and Wood Exporters); Food Processing
(Association of Soy Beans Processors); Construction (Association of
Congtruction Companies)

Sakha Republic: Trangportation (Association of Transportation Companies, Automobile
Service Association), Trade and Catering (Retail Trade Union),
Manufacturing (Union of Commodities Producers)

Sakhalin Oblast: Forestry (Sakhalin Association of NTFP and Forest Products Processors)

The sector analyses will be continued for Buryatia and Chita Oblast and will be completed by the
end of January 2004.

2.3.4 Sector Specific Trainings

Forestry Certification. December 2, 2003 ESD conducted a seminar on Forestry Certification.
There isagreat need to educate SMEsin the wood-processing field about timber certification as
ameans to reach specific niche export markets. Thisis especidly true for companies in export-
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oriented regions where there isahigh incidence of illegd logging. Companies need to
demondtrate legd and sustainable forestry practices to sdl to some high-end European and US
markets.

The god of the seminar was to create amechanism for interaction between the logging
companies, government agencies and interested organizations and to educate timber industry
enterprises about certification. .

Seminar 35 (four women) participants included the executives of the Khabarovsk and Primorsky
Kra timber companies, representatives of the local government authorities for timber
management and timber industry, the representatives of the companies engaged in timber
certification and those offering consulting servicesin the fidd of timber certification and the
research inditutions.

Alexander Yakovlev (“SGS Vostok”, Novgorod), ESD Program consultant, covered the
following issues
- The requirements of the sustainable forest management standards;
The requirements of the standards for tracing of the “from harvester to consumer” chain;
Cetification of the legitimate origin;
Certification procedures from submitting the application to the awarding of the certificate;
Auditing companies and ther ratings.

Asaresult of the seminar severd companies expressed willingness to art timber certification.

Wood Frame Housing Construction. November 24, 2003 a seminar “Wood-frame House
Building as a Catdyst for Sakhain Wood-processng Market Development” was organized in
cooperation with the FOREST Project. The participants of the seminar included representatives
of wood processing companies and congtruction companies. Twenty-six participants (two
women) represented twelve construction companies.

The seminar covered: wood frame housing congtruction; technology of construction;
implementation of congtruction within oil and gas industry of Sakhdin; standards and
requirements for lumber. The participants visited a congtruction Ste to see the actual wood
frame. Participants learned about the interest in wood framed housed as well as new
technologies.

2.3.5 Outreach to female trainers

ESD isworking with the Union of Women (Kholmsk, Sakhain) and the Association of Business
Women (Blagoveschensk, Amursk Oblast) to facilitate women's participation in business
trainings and aso involve femae trainers. Ten women trainers (and four men) have conducted
seminars and business trainings in the reported period.

2.4 Sector-Specific Consultancies
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On October 27 — November 4, 2003 an American volunteer Adtje van Zoden, accompanied by
Russan specidist Antonina Pronina consulted Chita and Buryatia eco-tourism companies. They
developed an eco-tourism Resource Inventory List based on local and regional markets.
The volunteers gave conaultations to the following companies and organizations:
1. ThePanamaHote — gave consultations on how to serve foreign dlients;
2. The"RosaVetrov” travel agency — consulted on how do develop recreation zones,
3. Inditute of Natura Resources of Russian Academy of Science — discussed methods
of information gathering for the Resource Inventory Lig;
4. The Aginsky Datsan/ Sapsan Hotel — discussed the park’ s resources, consulted on
how to organize a research trip and put together an inventory ligt;
5. Ivano-Arahleyvsky Zakaznik (nature reserve) - discussed the park’ s resources,
research trip, inventory;
“Hamingo” travel agency — studied the agency’ s resources and needs in trainings,
“MIR Corporation” — discussed the needs in training;
Ivolginsky Datsan - discussed the park’ s resources, research trip, inventory;
“Ger” tourist company — consulted on how to better implement eco-tourism activities,
10 The Gesser Hotel’ s tour company — studied recourses for the inventory.
These companies and organizations were assessed and added to the resource inventory. Ms. Van
Zoelen consulted the companies on how to better implement eco-tourism activity in the region.
The volunteers devel oped and recommended a complete program of eco-tourism sector
development in both regions with a step-by- step action plan and training/consulting needs i<,
Ms. Van Zoden developed a sample tour “ Discover the Ghosts and Spirits of Zabaikaye'.

©oo N

2.4.1 Facilitating Business Linkage Missions

October 6-13, ESD Project Program Manager Natalia Bessonova joined FOREST Project’ strade
mission group to Tokyo, Japan. The god was for the ESD Manager to get acquainted with the
process of business trade mission organization and to accumulate business contacts for nor-

timber forest product processors, potential ESD Partners.

The exhibition brought together the leading Japanese and internationa health ingredient
manufactures and traders. Russian exporters learned with the mogt effective way of ng the
Japanese hedlth food industry. The trade show was designed to 1) promote Russian NTFPs at
the Japanese and other Asan markets, 2) develop linkages with buyers in Japan and elsewherein
the world; 3) learn first-hand of their requirements, and 4) produce immediate results like signed
sales contracts.

ESD will fidd Russan experts and US volunteers to assst regional SVIEs to improve their
production efficiency, identify cost savings measures and update technology. 1n October-
December 2003, ESD completed the SMES needs assessments and is now in process of receiving
“Requests for Assistance’ for trainings and consultations from companies.

25 Outreach and Communication

The ESD Project staff met with key Krai and Oblast administrative representatives to increase
awareness about the project and to gain local adminigrative support. Olga Schetinina has met
with:

Mr. Anatoly Seluga, Head of Department, Ministry of Timber Industry, Khabarovski Krai
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Mr. Vdery Guryev, Deputy Minister, Ministry of Timber Industry, Khabarovski Kral

Ms. Nadezhda Zanabadarova, Director, Smal Business Support Fund, Ulan-Ude

Ms. Tatiana Dumnova, Minigter, Ministry of Economics and Internationa Relaions, Buryatia
Ms. Tatiana Vaslieva, Head of Committee for Small Business Support, Buryatia

Ms. Ludmila Sanikova, Head of Economics and Planning Department, Amursk Oblast

In addition, project saff have contacted potentia partners and collaborators including:
The Khabarovski Krai Chamber of Commerce, Mr. Vostrikov, Vice-Presdent

The Khabarovski Krai Union of Manufacturers and Entrepreneurs, Mr. Shulepov, Chairman
Eurasia Foundation (Vladivostok), Mr. Rougle, Director

Russan Microfinance Center (Moscow), Mr. Mamuta, Director

Far Eastern Center for Economic Development, Mr. Abramov, Director

Russian American Education Center (Khabarovsk), Ms. Kochemasova

Russian American Education Center of Business (Vladivostok), Ms. Chupikova
Russan American Education Business Center (Sakhdin), Ms. Molodtsova

Business Conaulting Plus (Y akutia), Ms. Sokolova

Makon Business Support Center (Ulan-Ude), Mr. Badmaev, President

Development Alterndtives Initigtives (Washington DC), Ms. Mary Miller

Citizens Development Corps (Washington DC), Mr. Levett, Presdent

Ecolinks Partnership Program (Washington DC), Ms. Hartshorn, Program Manager

The project website has been developed in Russan and English in November.,

The ESD Quarterly Newd etter has been developed and distributed eectronicaly to partners and
collaborators. The printed version of the Newdetter will be available in January 2004.

3. Problemg/Difficulties Anticipated in the Next Three Months

Dueto the lack of detailed legidation addressing al the aspects of microfinance activities, alot
of MFls use different methods of problem solving. For example, credit cooperativesin the
Primorsky region use a different way of tax reporting than the one used by the First Far Eastern
Union from the Khabarovsk region, and the Primorsky Credit Unions have strong opinions
againg the Firg Far Eastern Credit Union practices. Thus, it will be ingppropriate to bring the
trainers fromthe First Far Eastern Union to the Primorsky Region, so the training resources
should be either locd or from some other independent parties.

We have encountered a problem with getting M& E numbers necessary for the project quarterly
reporting from the regiond financid inditutions. It seems that most of lenders do not summearize
their gatistics quarterly, and/or do not single out entrepreneurs (or 1ess so women entrepreneurs)
from other borrowers in their monitoring. Therefore, to get the necessary numbers we intend to
inform the financid inditutions participating in our trainings about the needed indicators
beforehand and if possible make it a condition of their participation in the project trainings.
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