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DRAFT: 5 : 2 5  PH N o v t - b c r  3 0  

Memorandum of Understanding 
be tween the Government of Ukraine 

and 

the Governn~exrtt; of Lhe G - 7  Coun t r i e s  and the 
Commission of the Europear. Communities 

on the Closure of t h e  Chernobyl Nuclear Power Plant 

T h s  CavPrnmenk 0: T.&ra i no, harp: r . ~ f t + r  r a f o r r p d  tn  as 
"Ukraine", and che respeccive Guverrrilcr~:L> uf ~ l ~ r  5-7 c v u l l ~ ~ l r a  
and chc Comni3aion of the 2.~r3ptrar, C o r n m u n i = i ~ r ,  kereinafzer 
r o f ~ r r ~ d  as "the G-7" nave developed a cacyeraclve asproach or 
~ l r e  e1dLure~lrjll and implcnentat~on of n Corn?ztk1c.-.3Lvc Prooram t o  
eupporc tho dacision of Ukrzize ED c lose  th. i  C h ~ z n e b y l  Nitc lear  
Power p l a n c  by cF.e year 2000  2s  Cgrmls=od by Presilenc Kuck:rna i : ~  
h i s  scacenent of h p r i l  13, L 4 9 5 ,  ;.c 1: hlc l c c t c r  of .V:guct 8 ,  
1995. to G-7 r . e a C f ~ f s .  ?he P r ~ g r ~ z  W:LL t z u s  rrr.pleT,cnt =he 
cornnlcr.e.rlt-s of t1;e l tedders \ j f  c l l t  G-7, ntc- 1.; Nztlcs,  Ztal:, in 
1994 and Halitax, C a ~ ~ d a  In 1345. 

T'ne triencly r e l a c l o r . s n ~ ~ s  a m o x  Ukra i . 1 ~ ~  al:d I I L = [ I L L ~ L  3 ~ . f  L ! L ~  G- 7 ; 

The rri t i  r a  1 1 i nkages Letween enerFy s e c t o r  retcrm and C'he 
a c f l i e v a ~ ~ ~ a r r ~  ul Uk~ail l t  j ecunljrnlc and social ireforrr. o'oj eczivej ; 

l'he conplemencarity becweec measures summarized h e r - i r ~  I:U suypurc 
Chernobyl's c losure  and t h c  ac-rciopmcnt of z long t e r m  ezergy 
~sctor scratqgy i n  I I k r a i n ~ ,  t.ak1r.g lnto acccunt socnd ecciiarrl:c. 
financial and a n v i r v r ~ a ~ e i r ~ a l  C L ~ L Z L  ia, and l+adil:g to a i l  tf f i z i c n t  
gu3taFnsblc, market-ozianted enor- sec to r  well-sxited to 
Ukra lna ' s needs : 

The necessity of t he  e a n t l n u ~ l . ~ ~  proratinn n= a k ; g h  I eve.[  o t  
nuclear safecy around che world ca:cir~y i r l ~ u  ~ - - . U C U I I ,  LLre  
principles jpcclficd ia :he international Ccnvantion on Nuclear 
S a f e t y  ;nd Chs recognitior of :he esS5nLlal rc le  Flayed 1: r h l s  
~ e 9 d ~ t . l  Ly st2c:ag an3 in<e?tndc:: r .a=i=zal 7-ac lear  ~ a f e c y  
ragulazor; 



The n e e d  LO mobil ize  rlnanc~al rescurces rrn7 r h e  i n r . ~ r n a r i n n q l  
canmunity and domestic souxzes ta s ~ > ~ i ~ ~  ~ i ; e  c iecis iv:~ ul Liir.air.e 
c a  closo the Chernobyl Nuclear 2ower  ;L;zc. 

Thc nccd to c m u r c  fall co cpcrazisn fzsc t k e  2kS-*;-; ---..-eE ez:iz=es 
associated with a l l  t?lt?rn~nF.5 nf r b ~  rn i -??rskers ive  r ry r ra i r , .  

The recagniticn of tkc sz r l y  c l o o . d r e  sf c k e  Cherzcby l  Nuclesr 
Power Plant will have adverse ecsncn:c acc scc~al rm~lrcacicns 
for CJlcrainc while also fac:l:ta=~r.~ =k= flcv ~f incczceticznl 
r in ; ;nc i ; r l  r p s n l l r n P ~  an6 i m p r o v ; ~ ~  tn- ~ , a r : ~ z a 1  _c=aniards c f  
L ~ U C ~ C ~ L  ~ d l t ~ y .  

The recognition 02 che fac: cka t  =r,e respar , s~DiL1=' /  :or n u c l ~ ; t r  
safety lies exclusizrcly w i t h  :he ipe~.a-.l-" k i , .b  ::&t=, i ~ l c l u d - ~ ~ ~  . .ILL . 
effective r e ~ i m e  for liability fzr  clear carngga corresponc~~g 
to accepced international r-orris. 

The desirability o: lccre3s:nq e . f ! r T j  o f f  1 r i  ~ n r y  

The im~ortance of acr joint conmi:~ant 50 take 211 necessary 
measures f o r  che Cecommissicnlnq cf che ckernobyl Nuclear rower 
Flant in the shortest, prac:icalLy ach;e-detl= cixc. 

Uk:.aine arid the C--7 k.~t..*c 5eciae.i c ~ o :  Che f3llcwln; 
Comprencncivt  P r o g r a m  of ccopcrz=Faz :n orccs zc s u s p c r c  t h e  
clos2re or  t c e  ChernoSyl Nurlear Poxer P l a n r .  ky r h ?  yp?r 7nnn :  

1. Ulcraizc a:d thc C 7 will concinue co eoo2era:e in che  
rfeval.npm~nr. nt a flnancla I ly -scl ! lnr i  e ;  p ~ r r j r  p n w o r  r a r k - r  w i  r h  
rnarktc-baseti priciiig rhac ~ L l i  ~ i l ~ u ~ ~ d ' j e  = I L C L Y Y  eCLicier~cy and 
conservation and will work c o ~ p a r a t i v ~ l y  in generacing and 
atcraccing che domestic and sncernacional resources needed both 
for safe ty  rneaaures and for new ceprcel 1zvescr.enc i n  powel- 
gonprar i n n ,  t r a n s m i s ~ i ~ n  and  i i s ; = i : ? ~ i c i ~ n .  

2 .  Ukraine and the G-7 w i l l  wa-k  w i t h  the i n t t r ~ i a t i o u a l  
financial institutien~ as w ~ l l  as foreign and domss=ic iavestorz 
co  PreDare loan-financed proJeccs based u93n least-cosc plannlng 
p r i n c i p l c a  f o r  coxplctior. 0 5  Kknclnit~ky 11 and Rovno IV nuclear 
reactors, S C r  t.he.rmal 2nd hydra pl ;nr. r.=.;?nhi ; 1 rar.i ar, anri p~lrnperi 
st0yd9= pLOj t .2~s ,  =,;d .. - " OL' c:';c; y y c _ ' C l r ~ = ~ r ~ . y  9:u;e\;L=r ii: 
iccorcan=e w i t h  Ukraine's ecsrgy s a c z c r  s=r;ce5y. 13 c r d e r  to 
supporc the closure of Ckernobyl. c5s 1nvescner.c przgram u1lI 
identify least-cost power su?ply izvestT.ents  zc nee; 3kraice's 
f ~ . i t i ~ z c ?  nacj~nal gclster =PT.I~ r e m q n t s  :.': ?GII~PV.: ~f a 
cvl!r?rL i ~ i v e  ~rrd'.ke~-bdsed 2 u w e ~  seCt'3S'. - . . . . . . ,  
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3. Ukraine acd t h e  Q - 7  w i l l  WGL-k with t h e  r t l e v i : ~ c  i ~ ~ ~ e r r l d i i u ~ ~ ~ l  
nrganizations as well zs cul=ilz:eral ;r.i kil~:aral doncrs or. an 
axyediced basis LO precare  ac2 2-;le~e;,i pro;ec:s . f z r  . . shorz  - .  = e r r  
cafety up~radec zt Chcrncby? 11: azS fsr k===nn~ssloz:n~ a: t:.e 
Chernobyl Nuclear Power PI . 3 ~ ? .  . 

6 .  Ukraine and the G - 7  will cc.:izue '3 cooperz:e in =he 
developmen: of a cosc effeczive 251 . ezvrrscmeacally . sound 
approac?. to t he  shclcer f c r  Ct..erncs;-L IV, rn=ludir.g t h e  
d e t l n l  tinn, a <  qnnF aa p ? ~ i h i p ,  3 5  : s r k z = r z 1  and ccsc 37:i3?.s as 
~ l l c  Ldsiy LUL t r v i e w i r i g !  Ll : ;c i : :~ldl  ; = c L ~ ~ T ~ ? Y , : I ~ s .  

5. Ukraine and the G-7 recscmlze z?.e :aslLcaC?ons of =he clcsurc 
of the Cheraobyl plant f c r  t h c  w c r k c r g  z n t  t h c i r  fanilics. The 
European Comrnlss~on and t - e  Gover?.cen~ o: :?.e U x r e d  S t . s r . ~ s  will 
assist the Gc~vcsnmtnt of i-kr.ti;-.t Jcv=lvu i l l  A c c i r j ~ i  P l a u  fur. 
addrassing the social imiac=s of =he c l o s . ~ r z  of Ckerzobyl .  

6. i~ y ~ u v i d t :  Tar tllr ilr:ple~t:e::Lclc:wl uE ~ t l r  prcyram oucllned :n 
~ a r a c r a p n ~  1 - 5 ,  Uk,-ai:le 2r.d Lhe 5 - 7  w r i l  zaope ra te  in thc 
iden:~Cicacron 02 :ncernac:onaL a ~ 2  dort?es:lz u k r a l n l a ~  - .  tunalng 
sourcts a d  t h e  ~obilization af l n c c r n a t i c i m l  =;zance rr. su3go:t 
ef ap~ropriate Frqzram activi~iss. 

7. Attachncz; 1 prc~cnt3 ; 3urnrr.ary of ::.; cusrcn= fiaancial 
resources either avarlahlp or l l n e p r  cnr,slr,ara;.Lon t r n m  t h ~  c-7 
and i ~ l t t l . n d t  ional  finalli.ial i l ~ b ~ i  L U L ~ U L L ~ .  Sir31~ ~lcll~e::La d ~ t :  

subject to t h e  completion of project rpecific Eaacibility 
scudies. Accachrnenc 2 prov ldes c h 2 l . l ~ ~  3f prlorrcy p ro ]ec t s  9 f  
the Conprchensivc Frogranme. ' 

8 .  A s  a yuid.irly yr . i r ic ip le ,  revenue q e r i e r d ~ i r ~ y  p ~ . u j e c c s  would be 
can~idared for i n t e r n ~ c i o z a l  loan financing and Ukrainim 
donesclc resources. Non-revenue gectrztlns pro leccs .  directly 
related to t h e  c losure  cf C ~ = L - n a b y l ,  would be cocsidered for 
intcrnatioral grznt  financia7 and, a c c ~ u n t i n ~  f o r  th* f i n a n c i a l  
a n d  economic sicuacion s n  Ukraine, Ukrainian domescic resources. 

9. Raprosantztivos of Zkralne, tr.0 G - 7 ,  and Z n s  izternational 
fizacclal ~ c s t ~ ~ u c l o ~ s  w l l l  neac ac l e a s c  a~zually co rnoti2cor 
in~lencntaticn 02 tke c=~rnpze?~eris;v+ 2 r o ~ r a z  5cr t5c  c i o a u r e  of 
C'; ls~~nn-=j ;  =nd rcnsi d p r  a-y ;~r'n- i r ; l  o r  f ? c a n c i  ;l. j s s ; l p s  t h a '  - .  
L C P L C S ~ L I L  p w L c ~ ~ L i a l  V L ~ L Q C ~ O S  LU L Z C A L L - . . ~  its ~ L j b ~ t i b ~ 3 .  
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HOE A T T A C h i h T  1 

a-7/uxgrm cow?2sxasrYZ PaocrA! 
FOR TH3 CLQSUKE UP CHELVOSYL 

S-Y OF C U R R W  FTKA.NCiAL RESOU3.fPS 
FROM XXE INTZKNATIONXL, COP2?L?iITY 

2 .  some loans are pending s11hjec.r +o approval  baoed on 
necessary fta3iLiliLy 3Ludies. 

3 .  Ukralnlan in-kind and f l~anclal ~ ~ f l Z r l b ~ ~ t . l . ~ n ~  w i  1 1 hc 
dcfinca as projects arc developed. 

.l.u.y&s ' 

4 3  

1,511 

340  

4 

i , 3 C 7  

- 
POWER SECTOR 
RESTRUCTURING 

ENERGY IlW3TMENT 
PROCRAM 

~VCLEPX SAFELY MU 
DECOMT.ISSIOX1NG 

.sQC 1A.L IN3ACT 
FLUTING 

TOTALS 
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G?~VIT 2 

4 3 

132 

IF1 h"TJ 
EL'FWTCM 
LOAN 
FINANCISC;' 

1,837 

1 4 3  1 
!l 

4 9 ~  1,8C9 



COMPREHENSIVE PROG- OF TEE G-7 LvD U K U I K Z  TO SVPPORT THZ 
CLOSUXE OF T K E  CHEXXQSYL KCLEAF. ? O G R  PLALVT 

P R I O R I T Y  PROZECTS 

I. LIST OF NON-REVEXUZ GZI'ZFLATING P R O Z C T S  

1.+ DECOPKIISSIONING Of TEE CNF? 

LOl<XLY P O m  ING 

EXa.Gr.UPE 3 

1 .1 STAGE 0 ( 5 YEAiiS1 

PREPAUTOZY KORK PRIOR TO 3ZCOW.SSSIOBING OF CXPP 

1.2 STAG3 1. (10 k'ZrWS AFTZ? ;ICt.IPL,ZTTON OF STP(f3 n ) 

FUEL AND WUTX I~LAJTAGEMZ~T 

l. 3 STAGE 2 ( 3 YEARS W T E K  CSKgLETZ2N 0- STAG: 3) 

DECO[+lISSIONING OF CS?? 

2 .  PUN TO DEAL WITK SOCIAL IMPACT XS;P.?ED 
TO CLOSURE 03 CNPP 

3 .  SHORT TEW NUCLEAR SAFETY 
IMPROVEMZNTS FOR CN?? WIT 33 

4 . "TRAPU'SFORMATIUN OF "SZELTER" 
INTO AN EWIRONMENTALLY SxC SYSTZX 

5 .  POWER SECTOR XESTXUCiCRiNG 
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Il. REVENUE GENERATING PaOJECTS 

6.1 SAFETY TMPRnVEMEKTS A?ID CZX?LZT?CN Or'  
K5:'MELNITSKY # 2  &ID KOVNO S4 

6.2 C O N ~ ' ~ X U C ~ J , U N  OF a T ~ S M i S S T ~ N  T.71.dT.5 TO 
KlIMCLNITSICY AND ROVNO UN IYS 

8. INTRODUCTION OF ?=AX CAI>-CITIES FLUGRAPH 2 

- CONSTXUCTICJN OF ISN 1LS'l't;K YrJMPEU S'!'OH-\ZZ 

9 .  ENERGY EFFI.CIENC'i AND 
DEMPLND SIDE MANAGEMENT 

PROJECTS PFIQTTTRTNC SLARIFICATION BEFORE BEING INCLUDE3 

* ESTIMATED COSTS WILL BE DEFINED, TALCINS INTO ACCOUNT TH5 AZA 
TECrnOLOGY STTrnY 

* *  ESTIMATED COSTS WILL 9E DEFINZD ACCORDING TO STUDIES OF 
ALLIANCE L'(SNSOK'1'Ium ANU '1'Hr; PKU'I'UCUL HETWEZN THE ETTR03'EAN 
COMXISSIOK AND UiVGiINE, SIGNED IS BRU33ZLS, 11 SSPTEMBEK 
1995. 

+ TO BE CLARIFIED BY UKPAIXIAV LW G - 7  EXIZRTE. 
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. Xcchma has 7ide L CC-Z~Z-LI: rz cLzse - .  the C h s - ~ ~ z f y l  - Nuclear ra*+r  Plant by :he Z i 3 S  ariC itsrz:r;ed :he xtei f 
uas:ern .=geis:axce ir adfr5ssi.r-z f z - ~ r  key isz-des (securin;  . . .  
33ac-t:~ re;Lacenex; ~ Z Y Z ~ ,  daconz:ss:cr;ng and n c c l a a r  wasze 
na-a?anr-:-, ;ssis:aace - d i t .  S Z Z = Z ; ~ Z ~ . L ;  ci Cnlc  Tc.4 2r.i :kt . . .  
oc==cl . . ;-pa=: . . ci clos-:re ci :te ;la:c:. G-7 r 2 ; r s ~ e r i a r i - ~ - s n  a r  
WcrK:r.g 3::r. Jkrair.iaz z c ~ - t e r p c z s  ' 5  ievt113 3 C C Y F Z € ! ~ ~ ~ S L ' . ~ S  

pr,crss ;OF-cezair~j rhe c l ~ s ~ z ~  of Cksrxo3yl wh:c?- aodreaaz; :k 
2-u: c3n===rie. Ei=aents cf t i e  ;:n;rabaz;;va - - i r q z a r  t b a z  z r ?  
5eir-q ; c ~ s i d e r e C  i'cldce a Ssclzl  .;=a= r - a c .  

. . . . 
The Z I I  2-d US have agreed zc xc r i  jc:c;ly v lz . :  c ~ r a  - .  yevinw cz =:e sacicl i ~ . c z = z  of c l = s i n ~  CX?? azd kav - . . 
Zunds =O =over :he cost  cf = h e i r  car=;c=satiaz. Th" 
i-cluC~ ;he reconme~ds=icn ?f r .s rsxres  :ha? c s ~ l j .  b -A. - - - L ,,.e ccz;ex= c: Vkralno's cverz-- ecoxo~ . l=  rezzzuc=s 

. . .  
=a ai;=viarl t k c  a o z l a -  ziz?a=z 3f ~ k e  ? l z . = ' s  ~ 1 3 s ~  
C ,or sx;?. a review was idegt~fied b y  a jzir-; SV-U.3. . . 
-7 .  ,.-craint il 1a:e 1?3c t a s f C  02 <isz'2ssi?cs r = z ?  a 5: --- "ar i in im cSZicials ark rdg resen tz r r - r%s  sf m3P and 
=he r . 5~  pu~cse-5:ii.r cicy where i?csz CXP? aa?loyee 
:hair families. 

- o-epar? a glan 3f z c ~ i o ~  - .  aiazz Z: zlleviriin~ the rra;cz 
s:cizj. cznsepo rces  cr ~ ~ c s l n g  2x22. 
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- D. P r z j e c t  ztr-ef i c i a r i e s :  

-I-.- = - - . ..- -, - L a  - S Z -  F a  "irce'. . . ;:ojzct bsns5~:ra:: -- -..- - - - - - -  ci =h= 3e;c=y - - 
PrlLms :.?:r.~s=sr fcr  Social X r a ~ r s .  

... . .  - 
~ 5 %  ?r;je== wl-; addr=,fi ;srl-. : z z  ir.?acc 2 irdiv~csz-a - .  

a ~ i  =.lr :-;"== ar. ;he 1oc-l r r -5  L2;1;~-i: 1 2 1 ~ ~  Z L Z : < S S S .  : : Z S : ,  - .  - .  - .  
- - - - . - - . . -% 5 :  ==-= 3t =he the ase 223 qua,:=;=zz:=?-s - & - - -  

. a .  . . . -  . - . . -  
-'- - = :..-I- L h:s::i,-h= she ~GESLSS~::~=S plarz  u:-- 34 z s ~ ~ z c a t - e l .  - .  

'-= - 5-  0 y , , - ------=YC2ZZ 22i ZTltSZ5Z. - . . 
S=c=zd, exisc ir .2  : z ja r  a - -  G;?EZ . 2 C p 2 L i = i 3 6 ,  

-c zs,:i3*;:ei and r.z-.~lsior.s ~rsgss;= a s  zr=J?ratr.s 2 . 1 ~  = = 3 3 : 2 : ~ ~ 4  'dl-- --  . . 
2--- ~ = - ~ ~ ~ i - c ~  =Q i r  :re21isz . . iZ.2 i l c e r ~ r a ~ ~ v ~  ercr.c:r= 

...------ 7 :ssues.  , aiires; Is3;r - -" ' 

x*----  ___,.,.. e - ~ d e t  ~ r c :  e c t  zctivit i e s  xril z z ? r r s e z z  a 5r;;S c=:.;ezsus 
. . 

--,,-=-.ts == t h e  5 x a : e  e x t e z :  a.:f a c c e ~ t a ~ c e  - by z::e = a r -  - --,-- 
zcsslble. -he re;oeae:tz=:::; ;:ll !ZP - .  b a s e ~  . 33 r e a l i s t i c  

4 --  ?- -1-cums=zn;rs ant pzcbable izz;:-z cznz:=:cxs . . .  I 3  b ~ r a i ~ e  iz such 
form c k ~ z  r?.=y 2re s l e a z l y  ~ n c t r s ~ ~ r : ~ z ~ s  anC c;-sLs:e-t vi:h .- - ?:ls=:%s . . of Far=~~i;iti~s . -. g a r t i e s  - 4 ~ -  ~ i ~ j s t  ac;:vi::os will be 
=s=ra~nat=i wi:h  a;her ~.<r;:-~ez 3-15 ~ ~ D C T  S ; ~ ~ S C I S ~  . .  s = ~ L i e s  zzf - - . . 
ac=iv:=:es =k i=  C ? Z C Z : ~ " Z C Z  L ? B  SL212Sf 7 :  22l5 =---I- ---,--. 1: 

. - .  . . 
Fa=ri=c?ar, c ~ = ~ C I ~ z ; i c ~  i~l?i 28 a s i L r = r  wi=k rhe EY fir.a.caL 
-- I--  

- 4.x-ai2e EnpZo)mtl= :CIV~==S P r s ; e r c  . . a - d  VSXID as;istance ir. 

:~_structuziz;  TJX-~~DS s3c:al 2:~~::es ZJ mzkc them ;on?s:rclo 
, " -.- wi;h a :aztsc econcny 1.L.r Zrr?lc----z S2rvic.s Prs j2c :  ~ 1 1 1  aim - - 

to jevzlo? . . -_=:ec;ive scplcy?enz nzr:.;css ir. e S a c  regior- ---.. y.  
b-.---- .. ou:i.o a cc~zr~lir.; and p l n c e ~ e n z  s z ~ i c c s  f c r  ?+recn 
a f f e c t e d  by ~ h e  cl3sxra 25 '5" .  

. . . . 
Consr:+ra;Lcz x l ? i  3a g l e n  f i z ~ :  of 5 - -  cc  :he sxtssi7ated l a t o r  
r ~ t i s  of t ~ c c r ~ z i o s i z r . i z p  :he CST-7 ;r.C nuclezz  wasze asr.zjsmenc . . I  i-c,u;=-g ~cssible x o r i  d m -  -- - -  --.-=-- i :  h e  s z r c c p ? - s ~ ~ s .  .L? E l l  . -  . - 2--- i =,/ -L T A c ~ s  S-..;.. - -  a s  e 1 -  - -  . -  L.-e vo l *z .a  ci Lrbcr 
rec_e,z~,t .  lersonnel . r-eecsd - f z r  r-?zs~-  aczs-::tres c a y  bo r ~ ~ ~ ~ r o d  
svar  2 iczpthy ;r:;zc c:  :ime z ~ f t e r  z i o s u r e .  Ra=sgniziz9 - .  zkz:  . 
-. . - ' - of w==kf=:=z 1t i.>s ? is kighl?r q u a l i f i e d ,  acc:::=r.al I . . -" .*  . - .  . . ,  . ~ ~ y ; l c p e n c  ~?p:rcu~lciz~ w -  - ; .<s-y 'xis: =k.roigh ri.5 rtca.-.=ly 
zscablished ?rs==z=: ;7-5 ~ZC~::~C;Y .Zzzzer (ZBTC) 

uC. in Elir=:ii.'. which' cs-1 &-lize lzcz: z'2clesz S X T e Z z : s c .  . - Activi;;.s Ca=a 0 :  a . ~ Z . ; P _ S Z Z ~ Z Z  . 2-d S T ~ Z I C ~ ~ C ~ ~ ~  

inlige-;.:; t:s:n.ss activity w ~ ? ;  be cozsi2ersi. The prs:s=z . . will j:ress xa==-l-g s:;illi t o  isaaaa 9 r  anticipat.5 &=-ax=. 
n c = u a l  a3d anticipac.6 +r.;l=:w-g:' . - -  . cg~cr tmi t i e s  c ~ i s i 2 e  -5s t h e  
P-- -----.- -- o t y l  -slavu=icn regie:. u;-- =e assa;;%d. 
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The signiflcan: deliverakLe cf zke  ~ r s j e c c  w i l l  be z 3%: ~5 
reasoned and pragriztic rezsmen~a:iozs f o r  = o ~ s F & e z t t i ~ n  by a l l  
zff~czed p z r t i e s  prepared iz such fcm t h t  they may be brzad lv  
x~5erstcod 2nd eadorse5 as a ;la: ef azz:ez. Each ecz;sx a-3 

. - aro~ran recor r~zde5  by t k e  ?rc:tcz : S X I  ~ 1 1 1  3s accczgax:ec 2y 2 
. . E.7.D- - - -  - A-, -1 -- dezalled cescrlcticn, >rop3sec rzzi ..-.., a ,,,.. *,el. zzd ~ - ' - = ~ 7 - '  ,..,--, e 

a-d E D - * - - .  .-* - - - - . . L ~ L - v -  bx ise t .  Z C Z Z ~ Z ~ C Z Z ~  ~2 : Z ~ = X E E L O L E ~  r iz=er:al Y::: 
- .  

be grovF5e2 t= Slz33r: 2:; 2~3lz1r- z1e rln2ingi z:-5 
?P.-P 

- .  ,,,,n~ecSa=isns. These ma=er:als y a y  :zc - := l  czz-k ic ,  ?r::-=e= - - 
and v l P f o  ?rz5c==s sxitrLlc i=r -.t::k ;resE:-=ztLs- P=si;~-=d zc - - I n f e n  ~ndividcals 2nd crz~ ;s  - - 2s :  c i r e r z l y  zz:ec:ec;. 5: -'-a Lei- 

c l ~ s u r e  cf CS??. 

.-he -.-- ,, ,j ecz w i l l  b e  1 ~ ; 1 2 ~ = ~ - = 3 ~  ~ 1 2 2 ~  LZE . . Z T Z E ~  ~ 3 -  . ~ C V  . z : i . ? a ~ z ~  
- .  . - 

cf 2 ~c:nt Coor3L~.a= ing Zs7,xir:ee i X C :  . Tl--2 JC2 will S P ~ V ~  as 
t.;.,~ s?cnsor of tka r o j e c r .  It xl11 - - - - * -  , L d u - ~ e  ~ G ~ F C Y  zi-5 i n ~ c t  
czzrdl:atian, a s s l x e  t k e  zinoly 2 r c v ~ s i 3 z  sf reqcire5 I r . f c r ~ . a t l s a  . . sad ze\-iex f - - l e=r  ---- c k j e ~ ~ i i r ~ ~ ,  sczae. cr==rcis azd - , = , ~ . ~ e r a = l e s .  - - - 
-he JZC will b e  clzimz=ely reszc-sizle f;r ths 2 1 ~  s? z c t i z c .  
T:-.z makz-c? at' t h e  ZCC xill 53 as f ~ L 1 3 t r r s :  

- - Management cf CS?? 

- - Local ~ o v e r n n e ~ ~ s  

- - Tract czLcas 

5 ~ r ~ p o + r i  Uclon : 

- - One F!=?resertativ= 

Crited S E a t e s :  

- - C21 Represer-=a tivs 

R e ? r e ~ e 9 r a t F - . ~ r s  35 IPIs zxd c t h z r  cozcr or~axizaZis~s m;y be 
lz.vi=ed cc ztten5 s o x  c r  a l l  J C Z  neetinqs n c i  t h e  r e v i o w  - 
w ~ r k s t c s s  that  s r e  neniions2 belsw. 
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.* . The projec= w i l l  b e  inp le r .=r=e l  5>* 2 23Lz: iycr.<:ns . . -  GZS-:; ( 3 3  
mad= e p  sf a ,  Zj. . ix i  L'S P ~ ~ S Z Z S  x k ~  w11- .JCZ:C czdez ~ : y e  - -.. ~vea~~~ z9z-A: -3- -." - - CT,.JZ .A-; - .-,= . i 5 e e : . I--- _ _ _  -_ 
ca5e --L? af exper: s x l t k  ~37,2:=7.2~:?~;1 C ~ - ~ E Z Z Z C ~  z z t  - .  ~ x z e r r s z c ~  
v.\-na w:ll 3 r o - i i d e  incc ts  t 5 . r ~ ~ ~ :  a r z z z o  2 2  xszzs ~ ? ~ t - ~ . ~ c i z ~  
X ~ ~ : < S " O F ~ ,  =nE-o:-03e B G V ~ C E  22d 3=.:2y =SU= = x ; c s L ~ = .  T3.e lezsr:: 

C c5 se:-vi=o z -  e.xper~s will be 2zs?i cz  ? r 3 j e r z  needs ,  z:q.e . . 
availabili:y cf in i i t r '  , c. . -  ,,ls 2r.d r k e  r?sz~rces cf c25zrrzuti:- 7 
c e n j e r s .  - S~rr.e Ukraixiz?, experzs will 52 fq~?.de5 =y t?&e ZU znc US. 

. - Tke >:G, w'r,ich w i l l  wcrk ;=xF;r.zrl~y in Vkraize, l~f~ll 52 . . .  

raspm.slbls :or plzr.r.ing a r d  carrl- izg-our a l l  p r o j e c ~  acc:v-iles. 
^ h i 6  ~ncludes 6raftiz~ a 2 r c j e s ~  ~ark>lac EZZ s ~ k ~ l i t l ~ q  i: z c  - -i.e - J C S ,  prspar lng an6 sxbnit=lnq ==-week ly  ? r 3 j e c c  szat-1s 
.--- .-,~rts 10 che JCC, +rrzzclng - J c C  ~ e e z l z ~ s  as r e z ~ i r t l ,  
cr~ar-izing . - and c s r . & ~ c r i n ~  2 ~ 2 ~ 1 1 s  32 -.~3rkshc?s, ; r epzr rzc  
ma=erl=-j far JCC nsetixgs an5 t:-.e .tmrkskops and a r z a y i z  S Z . . ~ ' ~  L.k i  

T=crs =a ;h2 5 acd ES. 

* .  . . 
The f l ~ s l  wzrk~lan xi11 id~rzify s-L zz=~cr;atei s=cA:,* ~ i e - e n r s  
and caeeq,-r ies of r=cor .ner . izc i~rs .  Ir, prepzr inp :kc w = ~ k p l i -  i ~ d  

e c t  E k e  C n i c f  C?zsul;anrs iiil ir:az;t z 3  im2ieneri:in~ =he "- , . 

zzke fcll use cf t . < r a i a i a z  e x ? e r : l s ~  azc s o c r d l - a = =  ~1s:- czk,ar 
re levsr , t  Jkraizian, ZV, ';S ax5 c=:?ez i 3 - z ~  ;ro;szts an= . . ... . C1 a ;=~\ -1=ies .  -hey w r - L  le ? z r - , i c ~ l a r l y  c a r e f ~ l  zs w:zk in clgse 
cscpeznrioc v i t h  t h e  Worl5 B a n s  a-Z o rke r  i3 ; t rnaciozal  51:taziaL 
-u , . . s t i = . : = ~ o ~ ~  - 3r.d =O seek tktrr  -"-i?ws 5z.i a a ~ i z e  &.-ln- -- ,.,= - 3 -  -..- C Z J ~ ; T S P  - .  . 8 

01 =ne szudy z:d ths I:z::la:lcx = f  rzccrnzncaczczs.  

I= is az=itipsced thai iz nay be zeczsszz;' cccasslo~ally r c  
estajlish ad hos s S - c c n c i c t e e s  cr s p e c i a l  skc rz  r.;: Inqcizies.  

! >  ' - Xnez noressazy, s;ecisl consultaz=r aad/sr ~?acizlists mag be 
rsqr;ired ar.6 aut.*.crlret  f o r  lrzired ~ e r i c d s  by r k a  rrsperl:-e 
f uzdicg a s ~ t h = r l  t y  . 

- a x ~ e r t  r;.er;lbsrs of tke  Tn'Z as desired. 



che ZC2 and co~tzibut? to t k e  7z;j ec=.  

- Cor.cribvte p r i r i e c  -53 vid.: :zfcrmarior. gn ralevzz= EY 
ex2erlence. 

- Kos: azd saver t k a  c o s t  cf CJkraiaizn pzr;iciga=iox rn a 55 
stcdy rour. 

- C o - t r i j u e e  pzinte? an3 vldec izfcraarisn on r e l e v z ~ ~  L.S. 
ex?ari%nce. 

. . - A ??r t lc f i  ci =he ccs: of trt . - .sla=srs f c r  rn~fricgs 3:s t z e  
tra~sla=ian and ze~rodcction of dsccnazcs. 

Pro$ec+ irt~1emsrtea:ioa =ill 3 e ~ l c  r.9 l a t a r  =tan Kovenker 1, l 9 S S  
fsllovixg :ril;ter.l a;~roval c5 :hesa T t r m s  o' Referecza in 
Zccober.  in?lemer.;ac:o~ will be c+zri=c O-LC in s i x  disrincc a55 
sonerlmzs cverlapcing ?bases a ~ d  ie fir-ished 3y 5" cr ajoct A ~ r i ?  

- 
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30, 1996. The Phases are as follcws: 

Pkase I - Pro3ect Start-Up 

- .  - 3 .  

z C3crCiz~ t i r . 9  C~nni~zee . - .  Z ~ : ~ ~ : s h e C .  
Jcixs Wcrklng Group Esras-~s?e=. 

* .  
Ircrsase public 2 - g ~ r e n e s s  C S Z L P - ~ ~ C ~  tte j r 3 j e c z  I-c 2:s 
cbjecciv?s a x i  i;s gcten-:~? kzr+i:rs . . co  fhzm. It als2 v:?l 
c ixcerecced ?azties in e n.5: cf c i c  ? a r z i c . ~ l a z  
pr=>lens . mu&= be a 3 C z ~ s ~ e c  1z 5 s  clcsure 3 f  t he  z:??. 

. . 
3ev~lop a c road underscardi-; of =he sverlll : :€rai~e 
ecc2c-i.c ~lzuatica, cke 31ra; iaklliry of 2 x ~ ~ :  izz~ 
aore-T.ner.tal asd pr:yate i s ,  t h e  political i s s l e a  
~xvolved, a;ti=c2inal facroz; and =is .Z~~?lcability of 
-e-  a - - i  i z i r i= t iv=s  C ~ = C U + G L =  O k r a i n e ,  c3e r a s t  of t k e  & - I-- 
f c -ne r  goviet Vr.ion, t s  and :he US. Izcluies s:uW 
tccrs . 

. . 
Devels?nsrt cf zoncrsze reczcr.en=a:;ons a d  ~za;csa l s  a-2 
ccordizaciaz wick a l l  r-lev~c: sasciss 

?resen:atio:, review axi ap?rc-~a: zf ~ e c o ~ r . e ~ d z t ; c n s  s r d  
;ro~csals. 
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1 .  p " ~  j"*NT 70 i\ ?RiSIJiNiIAL O i C R E i  D A i i D  ' j 'JYE?aEi 
1 5 ,  ,995, THE GOU E S T A B L I ~ H ~ ~  GOVE?!IHEtli C C H M I i T E i  
A ~ O R E S S  PROBLEMS ASSOCIATED *A!TH THE P R O S ? E i T I V i  
CLOjURE OF THE CHORfIo6YL FIUCLEA7 ?OgEl  P G : i T .  'IWE 
O ~ ~ Z E E  C-NTIINS LI j i L E  i ~ l i ~ f i ~ A ' f . i ! C N  P 5 C U i  :YE FUECi iONS,  
ACTIVITIES OR AUTHORITY OF THE iOf lY !TTEE,  KkiCH 15  
~ H I Q E O  BY OEPUTY ?;(ItIE X I ? l i S T E R  FOR F i l E L  - 
E h ~ R ~ ~  C O ~ P L ~ X  V A S Y L  YL~JTUKXC. XCCOROING TO :HE 
N S E E ,  THE COMnIiTE'; 'Ad5 T A s K r s  HITH OEVzLOPIt(G 
F ~ O P ~ S ~ L S  F O R  A UEOHDLEX SOLUTION To T u E  PROaLE:lS OF 
i,kE CEOINO~YL N":LE,&F ~ 3 1 4 ~ 2  YiASi" BY HID-JPNUCKY. BUT 
co PROPOSAL HAS Yii aCib  ?A35 F U 6 L L C -  

-q c 
2 .  ;OU OFCICIALS d&Vi SciGEjiEO THAT THE FkECISE A ~ L -  
OF C O ~ ~ ~ T T E E  1s S T I L L  PIOT E ? l T I R 5 L Y  C L ? b l .  
YCVTUKHOV HAS TO THIS P O I S T  t lOT p ~ ~ v z ! ~  2 v..&;OR R O L C  If,! 
c~c-.;oay~ W T T E R S .  i H <  cgr":--x !:OVb:OT 

OF ~ ~ J R N O B ~ L  N F F ,  BdT 533 O F i I C I A L S  00 PiOT 9dLE 
S I ; C ~  A R O L L  P O S T  XILi FORWAP.3 A O 3 I T I O N C L  ltlFOKHL';O:i 
ASOUT 

- ,  , , I -  ~(jnnii iEE A i T E i  F V R T k l i R  O X S C U S S I O N S  >i:TH GOU 
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ORDER OF THE P R E f  :SE,'{T 3:  U X R A L k I E  O X  7%: 
GZVERNYENT C O f l ? l I S S I O N  FOR k " C O M P L E X "  ( L I T E R A L L Y  
T K Q N S L A T E D ]  RESOLUTTG'J  OF THE P R O S L E H S  O F  T H E  
C?OR?403Y? t l U C L s 2  POX€: F L M i -  (NP?  j 

FOR THE PURPOSE OF THE ORGAN1ZATIO';AL A;iO 
FIHANCIPL ASSURAtICE Of THE PERFOREK:!CE OF TASKS RELATED 
TO A C D I I P L E X  SQLUTIO:I OF ;?z ? ? ? ~ L E Y S  O F  TH: C%"RNOa'lL 
NP?, C O O R x f ; A l i O ) ;  OF EFFORTS A N 0  A C T I V l T i E S  O i  
y I l y I S T R I E S ,  CO?!!-!IjTEE$ A:;O T S E I  5!4TER?ZISES, 

- 4  -c 

aE;ERy'r:Ar!0c O F  'jiNsLE 51j.1 L ?CS:TiOP! ON THIS fSSUE:  

I .  TO E S T A B L I S H  A C01/ES:I14E!;T COEMISSTO:I  FOR THE 
COMPLEX SOCUTIOEI OF THE PROGCEMS.OF  THE CHORNOBYL NPP 
(HEREINAFTER THE C O R M T I T E E ) .  

T O  k P P O I t l T  V A S Y L  YE\ITU:(HO1/ CHLIRPAI; OF TEE 
C O M X I  SSIO:4. 

TO APPROVE THE EEM9EXSYiP OF THE CO:!;fISSION. 

2 .  TO ALLOW THE COMHISSSON TO I t l V O C V E  IN ITS 
A C T l V l T i E S  P R O M I N E N T  SCEEh;T!STj, ,?ES30NSi5LE O F F I C I A L S  
O F  H I ~ J : S T Q I E S  Arlo O T H E ~  CEt:TXar. G ? S b S S  OF THE E X E C U T I V E  
BRANCI1, E X P E R 7 S  ON THE P1ATIO:IAL ECOtrOM'f. 

3 .  O R G A N I Z A T ~ O N  A t 3  L C S I S 0 I C A L  SUPFOKT SHALL BE 
1kSUREO B Y  T H E  Ca0lPlET O F  f l I t l I5iCRS.  

4 .  COM3. ' , ISSION CHAIRMAN ' 4 .  YE'/Yi'KKOV SHALL DEVELOP 
I1a CONCEFTUAL PLAN" ( O R I G I I I A L  AMSIGUOUS-COULD BE 
TRANSLATED AS L'POSTURE, A T T I T U D E ,  STATUS.  R E S U L F T L ~ N S ,  
PRINCIPLES~~) FOR THE C O M M I S S I O ~ I  Arro S U B M I T  IT F O R  
APPROVAL WLTHIN ONE MONTH. 

5 ,  THE COMMISSION W I T H I N  TUO HONTHS SHALL CEVELOP 
AGSEEO P R Q P O S A L S  FOR A COMPLEX RESOLUTION OF CHORNOBYL 
:ip? P;~oSLEE:S ANS SU3!AI' THEE FOF C A B I H E T  O F  Y I X I S T E R S  
APJi iOVAL.  

THC P9CSIOENT O F  UKRAI t iE  LECL410 KUCHW 
rrolrEt,:sEK 15, I 995 

END T w ~ I S L A ~ I O N  O F  TEXT OF B E C R Z E .  
3 .  TYE COtWISSION IS COMPEISE9 O F  THE FOLLOUING 
f!E?aERS : 

v A S Y L  I .  YEVTUKHQV, V i C E  PR1Y.E 3I;iISTER FOR T H E  FUEL 
A E ~ O  ENE?G'C COHPLEX; CHAIRI'JN OF :E roMrrrssrorl 
MIKHAYCQ P. UMAEIETS, t u A l R U - 4 h '  G F  THE STATE COMMITTEE 
FQA : i l J i i e A R  PO'AzR I j T i i I Z A T I O N ;  ' / ICE  CHAIRMAN OF THE 
COKMISSEON (NOTE; UMNETS HAS D I S H I S S E D  FOLLOWING 
FCQbfryIOI\;  OF THE C O H ~ ~ S S ~ O N  At13 ? I S  STATUS AS ME!aE? 
IS G X C t E A S )  

v 0 ~ ~ 3 y y y :  v .  ? ~ K Y P F ~ E T S ,  s : K : o ~  EXPERT, DEPCRTPE!iT O f  
FGE, &so ENERGY, CA3 I t i E T  O F  n:hI SSERS; SECRETARq{ Of  T h e  iJ tv 5 ,  ;G 'q 
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-. - 
VIKTOR 6 -  B A R Y ~ ~ ( ~ T $ , ~ ,  C -  O i  in: : IA i IONAL 
A C A ~ E M Y  OF SCIENCES OF UKRAiNE 

ANATOLIY 11. BELYAYEV,  DEPUTY C , :  Oi THE STkyE 
SECURITY SERVICE 

OLEKSANOR P . GORBATOVSKI'! , 
OEPUTY CHAIRMAN 07 THE ST.&TZ 

COZHITTEE 011 CONSTRJCTIOG i l : C  L?iHIiEiTU=E 

KQSTYA.~;.TY:I 1. HRySHCHENKO, D Z P U T l  HlH!STER (Ir i O l i i l G I J  
AFFAIRS 

HYKOLA P . oVDCHEt;KO, C H A I l E M N  O i  THE SUGCOHHISSIOIJ 0" 
NUCLEAR ENERG)', P l R L I A H E N T I R ' f  COnM! f I O t i  :43cLu3 
POLICY AND NUCLEAX SAFETY 

Y U R I Y  I .  KOSTENUO, MIHISTER OF EIIViRONHEILTlL PROTEZTIO1: 
AS0 tIUCL%P SAFETY, HEAD OF THE O F F I C I A L  DELEGATION FOR 
THE C0E:OCCT OF INTLRNATIONLL t I E S I T I A T I O ? 4 S  0% T l iE  ISSUE 
OF THE C H O R N 0 3 Y L  tlPP 

VALER!I P. KUKHAR, CHAIRWtl  OF THE PRESIDENTILL 
CuHHISj?ON ON NUCLEAR POLICY AN0 ENViRONHENiAL SAFETY 
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Mi. Yevrukhov 
Vicc Prime blinistcr o l ' L k a ~ n e  

Suojec:. EU-US Joint Programme 
Social Impact resulting from the closure of Chernobyl YPP. 

- - 
During October last year the aitached drait te7.s sst rs:crer,ce k r  [he lbove prajec: r v ~  ~u5ml~t:C; to t i l t  

Govemenc.  3eputy Prime Minister bk. Kuras, for carrr.enrs JRC approval. Lye unaerstar,~ [ha[ YOU x A ~ e  
CItalman of .he newly established President's ComrrL!r:rz ce:Ilng 1~1th Chernob\.l ~ssucs. :ncluding soc:a.l 
impact of closure. We art therefore sending you a cop> of h e  draft tc.ms oiref=rcnc: far car;-,.ne?.ts. In the 
memume n.e wvould llke to provtde !-ou rvlcfi jJme background of h e  ~ o i i  L ! ~ C  has betn .xder&cn LC dsr: 

Since October 1995, some prc i iminq  tvork has bezn mdc,rkcn. Ex!y  [nvcscl,aatlon of che probable sociai 
impact of closure indicartd char a plm of acilon to alleviate h e  major consequences must e~cail  a thorouph 
investigat~on of rhc porenrial economic and b u d p c r q  unplic~tlons of closure on the ctr). a i  Sla\uttch&d the 
iurroundrn~ reeon. Specifically. it was recogmzed chat h c  present merhod of h d m g  municipal jznflcts IS  

largely depcndcnc on th: revenue kom CYPP It was JISO recamzed cxfy m L!C proc:ss ~911 potenrial 
sources a f  revenue such as ta.cs and enterprise _eenc:aced linvlces was esrcrnely limited. and that any plan 
of action mcsc conslder juateFes for suscamaolc econormc a d  cmpiol;ment development o i d ~ c  : q o n .  

L h L N v l  representatives on the joint projecc team specriled theu concern For factors such 2s the lack of 
legislation that will enabl: the establishment of an economlc environment chat tvill er,cou;2~t invesuncnts m 
small mi medurn siztd enterprises. special zconormc zones md locai b ~ i 3  capac'ity. it was r ccopzed  
hat succ:ss would be lu,oely dependent upon fmmccs scr,ersed b!. self-development vld juslness acriv~c~cs 
as phase out and closure occurs and rhac fundmcnul  jusiness acumen and uairung would be cnt~cal 
elcrnencs. Fuolrc succ:ss is seen as requkms a [ugh d c ~ z e  of co-ordm~cion among all majcr pm~cipants,  the 
Govemnent af  L'krainc, the leadershp of the R c ~ o n  ma officials of CKPP. 

Since the s ~ g m g ,  on 70 December 1993, of the G-7 - LkaL7e Memorandum of UndzrstanClr.g. me;oint 
Lkaiman-EU-CS team began h e  elaboration of major elements ofthe objccrivts specified ~n the draft joint 

. , Tzrrr.s of r=fc:ence. We understand that President Kuchma has mounced  h e  ts tabl ishcnt  s f  a P:es~dcncial 
-. -. . Cornminet to adrmnister bkainian responsibtlities under the terms of the G-7 .Llemorrmdcsn of 

Lnders:mdir.g with the L k a m u l  Govcmment. Glven ch:s ncw development, we would ~p~rcc ia t :  your 
views on d ~ e  draft Tern.; of Rcfcrence. 

blembers oith: ELI-LS ream \\ill be In L'kntne d m 7 3  \vc& comm=ncins 19 Februul; md wt.= ~vould 
appreciate mcetlng \ v t b  you or your [cam LO discuss the main components of the jrojccr 



Y x o s m i  >myzoro  POKY npoen Te.m~'moro 3asSsHHn !~ozaEncnI 3 3 a 3 ~ a ~ e ~ o r o  IIPOTLT: 6y-u 
x~Z~C,TZHT& 10 Y p w ,  BkI? flpehf'€p-:MiHic~y KaKy K!uacy l . ~  K O Z ~ C H T ~ P ~ B  T3 ~3rO;CKemff. 4111 3HaE>IO. 
LUO Bli c fo.~ooom HoBopoFeHoro KO~LLT~T? rrprr f lc: ;~ue~ii  m a =  ~ O ~ H O ~ L W .  D L ~ ~ I ~ x ) ~ D [  

c o u i a s ~ i  ~ac.-ri3Ksr 3 a ~ p r r x .  Toc? \m Hucx-faato Basr ~orruo npochcry Tzmimoro 3aoraHHn ; ~ w  

3ay~axem.  51~1 XOTLUI 6 TaKm rrani s e m  n o n c x e m  XOJO p o b o r ~ ,  m a  Bxe By~a  3po6.1cxa 10 a o r o  
uac y. 

' = U !  hLO;Zi=IB;z C 0 ~ ; L U K I X  3 x o s m n  1995 p. sxe 6y.m 3podne~a Jcma ncrttpemq poo'ota. P ~ K H E  BMBY,. 
HIG,USUB 3 a ~ ~ ) m - r . ~  no~a~a- ro .  u o  n - r a ~  ui no n o ~ L ' m e m  ro.?osm ~ a c . m  CIOBLIHC.LI 6y-m 
36 'n53~)0~  3 IOCKOHL%H3nt BIIBYeKitRi*C ~ O T C ~ M O ~ O  CKOHO.\UWO~O ~ I O Z K C T H O ~ S  3Ha9eHXq 3aKpKiTR 

UEU \re;0nI- 5~ ~ ~ i c ~ a  C = r a a - m ~  ~s HaBKo,=oro periowy. OcodJmo 6190 mxweHe,  UIO ~ c n - p  
Q ~ H Z H C ~ B ~ R  a l y H U L i T r ~ a m  c.qx6 o'araro B qoar). 3 a ~ e x a n  B ~ J  loxoiry YXEC:T~KOX 6y.70 
ncraHosxeHo, UIO n o r e m i ~ n m  m:pe.~a HiLZYOCKeHb. ial;i RX r r o ~ a m f  T3  @~H~Hc;I.  u o  
n ~ p o 6 . m e q n c n  ~ p ~ t c ~ r c r s o w .  6y.m ry-xc obxtexem. r2 n o  d y n - m 3  n.-raH U nosmeH 
spaxoepanr q a ~ e r i i '  cra6inworo ~ K O H O F U W O ~ O  ?OCT ~3 ?036my 3 a r m o c r i  y mozry pcrroic. 

Y h ~ a ' k ~ b I d  CipeZCTtBH3MZi CN,SHO~' I C O Z ( 3 m f  RpOekTf BllC-7OBlLm 'kH€ 3aHelTOKOB~ T3KW-M 

Qmopasuf  ~ n c  ~ e @ i r w r  3a~otiorra~~o' i  6a3n. uo ZO~BO,ULT~ 5 C T B O ~ ~  eKoHosume cep:~osmc. m e  6 
~ a o x o n n o  imecmxii  B stmi ra cepemi mmpnch(cna, c r reu i~sx i  :KOHOM~TK.~ 30mf ra ZUCUCE~ S u m ~ c ~ i ( i  
rropxafocti. 6yxo 3 a 3 ~ a q e ~ t ,  mo ycrux y se.aaaA hupi ~ a ~ e x a n n r e  si;r @ i ~ a ~ c i ~ .  mci ~ n p o 6 ; w ; ; ~ p ~ b c ~  
c ~ ~ r o p o ~ ~ r m o ~ r  Ta a u  ~obrepuC'oi' ~ ~ ~ X H O C T ~  rrpo~mcsc B m e z e m  3 e ~ c r ~ ~ y 3 r m i i  ~3 3a;;pmx ra u o  
~:pli03HtC.~I c.le5teHTahM S I O B W  Cram @W~.\[~HTL=& 6i3~ec  Ta H S B P 1 W .  M3ff6:nm Y C r r t u  

~ 6 a q a e r ~ t n  Tamor, u o  smaranorc  BncoKoro P~BKR ~ o o p m a u i I ~ L ~  ycbia ro.losmo-aac yacmti2al3r. 
Ypmost Yxpaimr. K : Q ~ B ~ ~ O M  p e r i o ~  ~3 o @ U m u r  ocoda~m 3 W C .  

j Jrowenv rxnnicamur 70 ~ ~ I D L I I  1995 p. >tehropamycy npo i ~ o p o q w h m ~  Y~pa'koro 73 : ( ~ a ' k a ~ m  
"Be.moi Ci,\m" crriacra Kowaua Y ~ p a h i 6  €C ra CLLLA rro9a.Ta p 0 3 p 0 6 ~ m  rOzoBm e.l:artBnf UL'IC~[. 

u o  6y.m s w 3 ~ a u e ~ i  6 rrpoehzri crriTb~oro Te.x&moro 3as2aIwr. klw po3yu~3(0. LUO ~ p e 3 m e ~ ~  K m [ a  
oro;rocrts m o p e m  Kosurerl, rrpH flpeimex~i zm K e p r e w a  lmxuamm. uo 3Ka.YOXTLCX y 
r t i m o ~ i n s n o c r i  !~pa'%cb~oi' cropom y a m o ~ m o c r i  10 hlesropamrpry rrpo nopo3prim31 >ux 
hca'kasar "Be.nacoi' C i m r "  Ta ~ p a ' k c b r a n r  Ypmosc. I I p ~ m a r o q r  20 y a m  l ref i  ~oskdr  PO~DKTCIC noaLi[. 
>M 6 nx: ~ m a i  3a Baui K O S ( ~ H T ~ ~ I  30 CtpoeIq' T e . w r ~ o r o  3 a s z a m .  
Y;rew XoJram EC-CLLI.4 6 y p n  g IOr~si  Ha e. uc norl3maEncx 19 .mroro, i ~ a r  51.'z[ s m i  3a 
htommic-ra 3ycrpinrcx 3 B a a l  a60 %?exahor Baruoi' K o h ~ a ~ f  zm o 6 r o ~ o p e m  O C H O D K ~  cL7UoB;oc 
npoemy. 



Annex to Drdt Terms af Reference 

la September 1995, senracives of the EU and US began the process of 
elaboratiug a Terms ?'= o Reference (TOR) designed to describe fume jokrr activities of 
the  Government of U W e ,  the European Uman and the United Straes in fdfilmea~ 
of the commiMents umahed in the G7 - Ukraine Memwandum Concemhg the 
Closure of Chernobyl Nuclear Power Plant (CNPP). h a  hose cammi- was 
a rewgnition of the hpl~carions of dosure far work= an 7 families a n o c i d  with 
CNPP. There was agreement that the EU and US wauld assist h e  Governma of 
Ukraine to develop an action plan for addressing the s o d  impaas of dwpre. 

Pteliminary wark began in Oaober 1995 when a draft TOR was nansmiaed t~ the 
Governmexu of Ukrarne for commenr; and a val. Earl invesrigafion cif the 
pmbable social impaa af dosure indicated r at a plan d action to diepiare the major 
consequences mast entail a t h m g h  investigation af the potential eccmomic and 
budgetary impheations of d o m  on the city af SLavntich and the mrmunding region 
Specificall , it was recognised that the em m d o d  of funding rnunicrpal services 
is largely d' ependenr on rewnue fmm G. It was also recognked evly in rhe 
process that p o c d a l  sources of revenue such as taxes aad enurprise gmerared 

, . finances was exmmeiy Limited, and that any plan of adion must include a nraregy for 
\, ~staiaable economic (and employment) development of the region. 

ere was eariy 
gemaxed by self- 

occurs and bar 
elemears. Fume success 
ma* parria a m .  the 

and officials of &P. 

Since 20 December 1995 when me G7 Memorandum of U n d ~ ~  was signed, 
the joint Uhhian-EU-US ream began the elaboration of majar elements of the 
objectives specified in the d d t  j o k  Ttzr.us of Reference. In the intgim, b s i d e a  
Kutchma has announced tfre establishmeni of a Presidential Cammicree to dmhister 
i_ h h i a n  rr~ponsibilities under the tcmu d the G7 Mrmoraadum af Undemanding 
wich rhe U W a n  Government. The project team will establish a reldonshi with 
the P r a i d d  Commirree for suppart and guidance in conduaing the sod imp- 
smdy. 
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n p o a ~ a n i 3 y e a ~ ~  couianb~i ~ a c n i a ~ ~  3a~p111-r~ qop~06~nbcb~o ' i  AEC 
(YAEC) Ta C Y . ~ ~ C H U ~  CTaH po6oroi- CMnM YAEC, HaCeneHHR Ta ~ K O H O M I L ( H M X  

OCHOB p e r i o ~ y  ~ .Cnasyru r ,  a TaKox p 0 3 p 0 6 ~ ~ ~  npon03~uii- ( p e ~ o ~ e ~ ~ a ~ i i ' )  
u o ~ o  op ra~ i sa~ i i '  Ta 3 a 6 e 3 n e v e ~ ~ ~  ~ o ~ r o c ~ p o ~ o ~ o r o  (nocrynanb~oro) 
P O ~ B M T K ~  p e r i o ~ y  ~.Cnaeyrr/lq. 

20 TPyflHR 1995 POKY YPRP, Y K ~ ~ ~ H M  Ta ~ ~ ~ ~ ~ c T ~ B H M K M  QepXaB B e n ~ ~ o i  
C ~ M K M  n i ~ f l ~ ~ a n k l  M ~ M O ~ ~ H Q Y M  np0 B ~ ~ B M O P O ~ ~ M ~ H H S I  U O a O  3aKPM7TR YAEC. 

npe3kl)JeHT K y r ~ a  BM3HaqLIB He06~iflHicTb HaAaHHR 3axiaHoi' AOnOMOrM y 
rOTMPbOX rOnOBHLlX HanpRMKaX ( ~ H ~ X O W ~ < ~ H H R  aAeKBaTHOr0 ~ ~ M ~ H H M K ~  qAEC 
3 T O r K M  30PY 06~~1r-if3 e~epri i ' ,  U O  B M P O ~ ~ ~ R ~ T ~ C R ;  BMBeaeHHR L(AEC 3 
e ~ ~ n n y a ~ a ~ i ' i  i n0BOp)KeHHFI 3 P ~ ~ ~ O ~ K T C I ~ B H M M M  B~JI ,XO,~~MM; HaaaHHR 
AonoMorM U O ~ O  Q ~ H ~ H C Y B ~ H H F I  po6i-r Ha ((Cap~oQaai), 4-ro e~ep ro6no~y ;  
~ O M ' F I K L U ~ H H R  c o u i a n b ~ ~ x  ~ a c n i a ~ i ~  ~ ~ K ~ M T T R  L1AEC). f l p e a c ~ a e ~ ~ ~ ~  Aepxae 
BenMK0i C ~ M K M  c ~ ~ B ~ P ~ L ( K ) K ) T ~  3 yKpai'H~bK00 CTOPOHOK) y po3po6ui 
K O M ~ J ~ ~ K C H O ~  flpOrpaMM LlJ,O,QO 3aKPMTTR L(AEC. L(R npOrpaMa IlOBMHHa 
oxonntoea-ru ~ c i  ~ O T M P M  HanpRMKu. AO e n e ~ e ~ ~ i ~  nporpatm, ~ l ~ i  
p03mSl~aK)TbCR, BXOAMTb Q O B ~ O C T ~ O K O B M ~ ~  nnaH IlOCTynanbHOrO P03BMTKY 
p e r i o ~ y  ~.Cnasyrur .  €C i CLUA RanM s r o ~ y  c n i ~ n p a u o e a ~ ~  3 Y~paT~oto y 
cQepi a~aniay ~ e n e p i u ~ ~ b o r o  Ta ~a i6y rHboro  P O ~ B M T K ~  pe r i o~y  ~ .Cnasyru r  i 
~ ~ a i n r / l n ~  KOUITM Ha TPMCTOPOHH~O yracTb cneuianic~i~, R K ~  3 a f i ~ ~ ~ i  B n p o e ~ ~ i .  
AHani3 M ~ C T M T H M ~  p e ~ o ~ e ~ a a u i i '  CTOCOBHO s a x o ~ i ~  uoao 3 a 6 e 3 n e r e ~ ~ ~  
P03BMTKY peri0r- l~~ RKMX MOXHa 6yno 6 BXMTM B K O H T ~ K C T ~  3aranbHoi: 
npOrpaMM ~ K O H O M ~ L T H O ~ '  pec~pyK~ypM3aqi;i B YKpai~i. H ~ O ~ X ~ A H ~ C T ~  
nposeaeHHR orngny 6yno B M ~ H ~ L T ~ H O  cninb~oto ~ i c i s a  €C i CLUA B Y~pa ' i ~ i  
HaflpLIKiHui 1994 POKY B H ~ C ~ ~ ~ O K  0 6 r 0 ~ 0 p e ~ b ,  ilp0Be)JeHMX i3 UIMPOKMM 
KOnOM Y K ~ ~ ~ H C ~ K M X  oQ~~~GHMx 0ci6 i ~ P ~ , ~ C T ~ B H M K ~ B  L(AEC Ta CnaBYTMra, 
Hosoro, cneuianb~o n o 6 y a o ~ a ~ o r o  ~ i c ~ a ,  ae sapas Metmas 6inbuic~b 
n p a u i ~ ~ ~ ~ i ~  L1AEC 3i c s o i ~ u  C~M'RMM. Po6o~a no npoeKTy y n n a ~ i  
HaKonMreHHg ,qaHMx, nposeaeHHq c o q i o n o r i r ~ ~ x  onM-ryeaHb Ta a~anisy  
~ a ~ e p i a n y  6yna poanora~a B n u c ~ o n a ~ i  1995 porcy. 



~ P O ~ K T  OXOflJltoBaTvlMe IlMTaHHR ~0qiaJlbHOrO BnnMBy  RK Ha TPOM2l,4RHl TaK i 
Ha ~ i c u e s ~ i i l  Ta p e r i o ~ a n b ~ ~ i i  PMHKM npaui. no-nepwe, 6y4e 3 i6pa~o ~ a ~ i  
40,QO BiKy Ta Ksani@iKaqii' P O ~ ~ T H M K ~ B  'iAEC. Ue AOnOMOXe BM3HarvlTM 

, ~ o x n u e o c ~ i  p a ~ ~ b o r o  B M X O ~ ~  ~a n e ~ c i n ,  n e p e n i n r o ~ o s ~ ~  ~a n e p e s e ~ e ~ ~ ~  ~a 
i ~ w e  Micue ~ 0 6 0 ~ ~ .  no- pyre, 6y4e npoBegeH0 a~an i3  ic~ytoroi' n 0 n i - r ~ ~ ~ ~  

npOrpaM Ta peCypCiB U O a O  ~0~ianbHOr0 3ELXMCTy P O ~ ~ T H M K ~ B  i 3anPOflOHOBaHO 

~ M ~ H M  A0 4MX A O K ~ M ~ H T ~ B  3 MeTOK) CTMMYJlK)BBHHR IlpOueCy CTBOPeHHR HOBMX 

po6orvlx ~icL(b, P03BMTKY aJlb~epHaTMBH0i' ~ K O H O M ~ ~ H O ~ '  ~ ~ R J I ~ H o c T ~ ,  a TaKOX 3 

MeTOK, B ~ ~ P ~ L L ~ ~ H H R  nVlTaHb 4040 M O ~ ~ ~ ~ H O C T ~  p060r0i' CMnM. 

P ~ K O M ~ H , Q O B ~ H ~  3ELXOAM 3a IlpOeKTOM MatoTb RKOMOra LUMPLUe s i~o6pama~vl 
A O C R ~ H Y T M ~ ~  YL(aCHMKaMM KOHCeHCYC Ta P O ~ Y M ~ H H R  HMMM cLITya~(ii'. PeKO~eHAauii' 
MatoTb rPYHTyBaTMC5l Ha PeaJlbHvlX O ~ C T ~ B M H ~ X  i ?MOB~PHMX M a i i 6 ~ ~ H k  YMOBaX B 

YKpaYHi TaKMM '4MHOM, 406  BOHM 6 y n ~  I~OBH~CTO 3 ~ 0 3 y ~ i n l I ~ M  p j l R  CTOP~H- 

yractiMub i sinnosiaanvl iic n o n i ~ ~ q i .  Bci s a x o ~ ~  3a npoemorvl Maton 

y3TOWBaTMCR 3 ~HLUMMM 3aXOflaMM Ta , 4 0 C n i p ) ~ e ~ ~ R ~ v l ,  ~ ~ H ~ H C O B ~ H M M M  

~ K ~ ~ ~ H O K )  Ta aOHOpaMM, R K ~  MOWb 6 v ~ l  KOPMCHMMM p j l R  y c n b  IlpOeKTy. 
~ O K P ~ M ~ ,  6y4e HanarOJpKeHO C ~ ~ B P O ~ ~ T H M ~ T B O  3 @ ~ H ~ H C O B ~ H M M M  EC ~ P O ~ K T O M  

HWaHHR nOCJlyr  3 IlpaueBJlallJTyBaHHR B YKpaiHi, a TaKOX 3 A ~ ~ H C T B O M  
M ~ X H ~ ~ O & H O ~ O  PO3BMTKY CLUA, y c@epi ~ ~ @ O ~ M ~ B ~ H H R  ~ 0 ! J , i ~ b ~ O i '  ~ O ~ ~ T M K M  

Y~pai'Hvl AnR TOrO, u o 6  



npMBeCTM fi y B ~ ~ ~ ~ o B ~ , Q H ~ c T ~  3 BMMOraMM PMHKOBOT ~ K O H O M ~ K M .  flp0eKT 
Hap,aHHR nocnyr 3 npauesnauTyeaHHR B Y ~ p a i ~ i  Mac 3a MeTy AonoMorrM B 
po3po6ui ~ Q ~ K T M B H O ~  CMcTeMM npauesnauJTyBaHHR y CnaByrMubK~My 
per io~ i .  

n e p u  3a Bce 6yne p 0 3 r n ~ ~ y r o  o r i ~ y ~ a ~ i  n o ~ p e 6 ~  y po6orifi cuni &OR 
BMBeaeHHR 3 e~cflflya~aui'i YAEC Ta nOB0p)KeHHR 3 ~ ~ ~ ~ O ~ K T M B H M M M  

Bip)to,QaMM BKJllOralOrM MOXJIMBOCT~ ~ 0 6 0 ~ ~ 1  il0 P ~ K O H C T P Y K ~ ~ ~  uCap~~@ary)) .  
a o c n i p ) ~ e ~ ~ ~ ,  w e  6yne nposep,eHo GC B Mexax nporpaMM TAC~C, 
~k13HarMTb si,4noeip,Hy f lo~pe6y B po6orik ~Mni.  PO~~THMKM,  Heo6xin~i &OR 
IlpOBeAeHHR Ha3BaHMX ~ ~ X O G ~ B ,  M O M M B O ,  3Ha,406nRTb~R Ha 3~a~lHkIfi 
nepiop, racy n i c n ~  s a ~ p ~ r r ~  qAEC. 

Y PaMKaX flpOeKTy 6yne IlpOBe~eHa O ~ ~ H K S I  B ~ ~ ~ ~ O B ~ A H O C T ~  H ~ B M K ~ B  

PO~~THMK;B Ta nOflMTy Ha po6ory CMny, a TaKOX O ~ ~ K ~ B ~ H O ~ O  nonMTy Ha 3 
MeToto B M ~ H ~ ~ ~ H H R  peanb~oi  Ta o q i ~ y ~ a ~ o i  M O ~ ~ V I B O C T ~  npauesnawTysaHHR 
3a MexaMM Cnaeyr~rcb~oro  per io~y.  O c o 6 n ~ ~ y  ysary B n p o e ~ ~ i  6yne 
npunine~o poapo6ui p e ~ o ~ e ~ a a u i f i  no 3a6e3nere~~to  YMOB, ~ l ~ i  ~ a n p a ~ n e ~ i  
Ha 3anycleHHR iHBeCTM~ifi, Ha CTMMyfllC)BaHHR M ~ C U ~ B O ~  ~ ~ , Q ~ P M € M H M ~ ~ K o ~  
~ K T M B H O C T ~ ,  Ha P03BMTOK Manor0 6 i3~ecy  Ta CTBOPeHHFl HOBMX P O ~ O ~ M X  
Micub. 

B ~ W M B M M  AOKYMeHTOM, RKMG Ma€ GYTM ~ ~ ~ ~ O T O B ~ ~ H O  flPOTRrOM 
BMKOHaHHR npoelcry, € ~ a 6 i p  rPyHTOBHMX Ta flParMaTMrHMX P ~ K o M ~ H J ~ ~ ~ ~ ~ ,  R K ~  

nOJ$3toTbCR Ha pO3mR.Q 3auiKaBneHLIx CTOP~H, ~KJlaneHMfi TaKMM LIMHOM, ~ 0 6  
B ~ H  6 y ~  ~ ~ T K O  ~ P O ~ Y M ~ ~ H M  i Mir 6 y r ~  YXBaneHMM RK flflaH nifi. K o x e ~  3axia 
a60 nporparvra, peKoMeHaosaHa po6orom rpynom npoem-y, Mac 
Cynp0BOp)KyBaTMCR AeTanbHMM OnMCOM, Il~flepeJlHiM rpaQiK0M B M K O H ~ H H ~  
po6i-r Ta llOflepe,4Hi~ ~ ~ O W ~ < ~ T O M .  ,&lR ~ ~ A T ~ M M K M  Ta flOFlCHeHHR BMCHOBK~B Ta 
p e ~ o ~ e ~ a a u i f i  Mac 6 y r ~  Hap,aHo ~ a ~ e p i a n ~  Hasranbtioro Ta i ~ Q o p ~ a q i f i ~ o r o  
xapaKTepy. 40 ix cmap,y ~ o m y r b  BXOAMTM r p a a i r ~ i ,  n p y ~ o s a ~ i  Ta 
s i a e o ~ a ~ e p i a n ~  np~p,aTHi pir~ n p e 3 e ~ ~ a q i i  y saco6ax ~ a c o ~ o i  i ~ Q o p ~ a u i i  i 
C ~ ~ R M O B ~ H ~  Ha ~ H @ O P M ~ B ~ H H R  0ci6 Ta rPYn HaCeneHHR, R K ~  3a3HaBaTMMYTb 
~afi6inbworo BnnMBy y ~ B ' R ~ K Y  i3 3aKPMTTRM %EC. 



i c n i a ~ y e a ~ v l ~ e  3a n i a r o ~ y e a ~ ~ g ~  ~ o t c y ~ e ~ ~ a q i i '  3a npoelcroM. OKK 6yae HecTw 
OcTaTowy sianosinanb~ic~b 3a BMKoHaHHs nnaiiy aii?. C ~ n w  OKK 6yae T ~ K M M :  

C ~ n w  K~Op,Qk l~aq i f i~Or~ K O M ~ T ~ T ~  no peanisaqii' npoemy AonaeTbcR. 

~ ~ ~ ~ c T ~ B H M K ~ B  M ~ X H ~ ~ O A H M X  @ ~ H ~ H C O B ~ ~ X  OpraHi3aqii (M@O) Ta ~HUJLIX 

0pra~i3auif i-~O~OpiB MOXJlMBO 6yge 3anpOUleHO B3RTM YC(aCTb Y BeRKMX a60 Y C ~ X  

s a c i a a ~ ~ s x  OKK Ta ornRnoBMx c e ~ i ~ a p a x ,  npo R K ~  f i n e ~ b c ~  HMxqe. 

~ P O ~ K T  Ma€ BMKOHyBaTMCR O ~ ' € ~ H ~ H O ~ O  PO~O~OKI rpyn00 (OPT), WO 

CKnmaTMMeTbCR 3 ~ K C ~ ~ P T ~ B  B i n  YKpai'HM, GC i CWA, R K ~  flpaL(lO8ZlTVIMYTb Ilia 
3aranbHMM K ~ P ~ B H M ~ T B O M  ~ O ~ O B H ~ ~ X  K O H C Y ~ ~ T ~ H T ~ B  Bin YKpai'HVI (r0n0Ba OPT: 
~ ~ C T ~ ~ H M K  reHepanbHoro avlpeKTopa qAEC, r a s p ~ l n i ~  B n w ~ c n a s  Bacrnnbo~~r), 
eC Ta CWA, npM3HareHHMX npe,QCTaBHMKaMM npOrpaML4 TAClC Ta 
A M ~ ~ M K ~ H C ~ K O ~ '  areHqi1-i 3 M ~ X H ~ ~ O ~ H O ~ O  PO3BklTK)I B YKpai'Hi B ~ ~ ~ o B ~ ~ H o .  OPT 
Mae cKnwaTMcR 3 e ~ c n e p ~ i ~  i3 B ~ ~ E M O ~ O ~ O B H I O I O ~ O  ~ o ~ n e ~ e ~ u i e t o  Ta 
aocs iao~,  yracTb RKMX y n p o e ~ ~ i  nonRraTvlMe y n p o ~ e a e ~ ~ i  c e ~ i ~ a p i ~ ,  



npMBaTHMX K O H C ~ ~  bTaqiG, opraHi3auiY HaBrm bHMX ~ y p i ~ .  TpMBaJ'IicTb ~ 0 6 0 ~ ~  
e ~ c n e p ~ i s  s a n e x a ~ ~ ~ e  sip, no~pe6  npoemy, H ~ R B H O C T ~  oKpeMMx oci6 Ta 
pecypci~ CTOP~H-yracHM4b. 

OPT, RKa npaqtosa-rulrvre nepesamo B Y~pai '~ i ,  6yae sip,nosip,anb~oto 3a 
nnaHyBaHHR Ta flpOBeaeHHR ycbc 32lXO~i~ 3a npOeKTOM. u e  6yne BKJltoclaTM 

- 
. . n i a r o ~ y e a ~ ~ ~  n n a ~ y  po6i-r sa n p o e n o ~ ,  ~ B O T ~ X H ~ B M X  s s i ~ i ~  OKK npo xip, 

\ . . .  . . BMKOH~HHR n p o e ~ ~ y ,  opra~ i3a~ i to  sacip,a~b OKK y pasi no~pe6k1, opra~i3auim ~a 
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MEMORANDUM OF UM)ERSTANDING 

BETWEEN 

THE GOVERNMENTS OF TFE G7 COUNTRIES AND 

THE COMMISSION OF THE EUROPEAN COMMUNITIES 

AND 

TIIE GOVERNMENT OF UKRAINE 

ON THE CLOSURE OF THE 

CIiERNOBYL NUCLEAR POWER PLANT 

THE RESPECTIVE GOVERNMENTS OF THE G-7 COUNTRIES AND 
TIiE COMMISSION OF THE EUROPEAN COMMUNITIES, hereinafter referred 
to as "the G-7", and THE GOVERNMENT OF UKRAINE, hereinafter referred to 
as "Ukraine", have developed a cooperative approach on the elaboration and 
implementation of a Comprehensive Program to support the decision of Ukraine to 
close the Chernobyl Nuclear Power Plant by the year 2000, as formulated by President 
Kuchma in his statement of April 13, 1995, and in his letter of August 8, 1995, to G-7 
Leaders. The Program will thus implement the commitments of the leaders of the G- 
7, made in Naples, Italy, in 1994 and Halifax, Canada, in 1995. 

The progra~n is guided by the following principles: 

- The friendly relationships arnong Ukraine and members of the G-7; 

- The critical linkages between energy sector reform and the achievement of 
Ukraine's econornic and social reform objectives; 

- The con~plementarity between rneasures sum~narized herein lo support the 
closure of the Cl~ernobyl Nuclear Power Plant and the development of a long 
term energy sector strategy in Ukraine, taking into account sound economic, 
financial and erivironmental criteria, and leading lo an efficient sustainable, 
market-oriented energy sector well-suited to Ukraine's needs; 

The necessity of the continuous promotion of a high level of nuclear safety 
around the world taking into account the principles specified in the 
International Convention on Nuclear Safety and the recognition of the essential 
role played i n  this regard by a strong and independent national nuclear safety 
regulator; 

- The need to mobiIize financial resources from the international community and 
domestic sources to support the decision of Ukraine to close, the Chernobyl 
Nuclear Power Plant. 

- The need to ensure full co-operation from the Ukrainian entities associated with 
all elements of the comprehensive program. 

- The recognition that the early closure of the Chernobyl Nuclear Power Plant 
will have adverse economic and social implications for Ukraine while also 
faciIitating the flow of international financial resources and improving the 
national standards of nuclear safety. . 



- The recognition of the fact that the responsibility for nuclear safety lies 
exclusively with the operating state, including an effective regime for liability 
for nuclear damage corresponding to accepted international norms. 

The desirability of increasing energy efficiency. 

a - The importance of our joint:commitment to take all necessary measures for the 
decommissioning of the Chernobyl Nuclear Power Plant in the shortest, 
practically achievable time. 

; .?) 
J - - Ukraine and the G-7 have decided upon the following Comprehensive Program 

of cooperation in order to support the closure of the Chernobyl Nuclear Power Plant 
by the year 2000: 

I. Power Sector Restructuring 

1. Ukraine and the G-7 will continue to cooperate in the development of a 
financially-sound electric power market with market-based pricing that will 
encourage energy efficiency and conservation and will work cooperatively in 
generating and attracting the domestic and international resources needed both 
for safety measures and for new capital investment in power generation, 
transmission and distribution. 

LI. Enerpv Investment Propram 

2. Ukraine and the G-7 will work with the international financial institutions as 

a well as foreign and domestic investors to prepare loan-financed projects based 
upon least-cost planning principles for completion of Khmelnitsky I1 and Rovno 
IV nuclear reactors, for thermal and hydro plant rehabilitation and pumped 
storage projects, and for energy efficiency projects in accordance with 
Ukraine's energy sector strategy. In order to support the closure of the 
Chernobyl Nuclear Power Plant, the investment program will identify least-cost 
power supply investments to meet Ukraine's future national power 
requirements in the context of a competitive market-based power sector. 

LII. Nuclear Safetv 

3. Ukraine and the G-7 will work with the relevant international organizations as 
well as mullilateral and bilateral donors on an expedited basis to prepare and 
irnplernent .projects for short term safety upgrades at Chernobyl 111 and for 
decomniissioning of the Chernobyl Nuclear Power Plant. 

4 .  Ukraine and the G-7 will continue to cooperate in the development of a cost 
effective and environmentally sound approach to the shelter for Chernobyl IV, 
including the definition, as soon as possible, of technical and cost options as 
the basis for reviewing financial requirements. 

IV. Social Imoact PIan 

5. Ukraine and the G-7 recognize the implications of the closure of the Chernobyl - plant for the workers andtheir families. The European Commission and the - 

Government of the United States will assist the ~overnment of Ukraine to 
develop an Action Plan for addressing the social impacts of the closure of 
Chernobyl. 



V. Financial Resource 

6. To provide for the implementation of the program outlined in paragraphs 1-5, 
Ukraine and the G-7 will cooperate in the identification of international and 
domestic Ukrainian funding sources and the mobilization of international, 
finance in support of appropriate program activities. 
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7. Attachment 1 presents a summary of the current financial resources either 
available or under consideration from the G-7 and international financial 
institutions. Some elements are subject to the completion of project specific 
feasibility studies. Attachment 2 provides the list of priority projects of the 
Comprehensive Programme. 

8. As a guiding principle, revenue generating projects would be considered for 
international loan financing and Ulcrainian domestic resources. Non-revenue 
generating projects, directly related to the closure of the Chernobyl Nuclear 
Power Plant, would be considered for international grant financing and, taking 
into account the financial and economic situation in Ukraine, Ukrainian 
domestic resources. 

VI. I~n~lementation Review 

9. Representatives of Ukraine, the G-7, and the international financial institutions 
will meet at least annually to monitor in~plementation of the comprehensive 
program for the closure of the Chernobyl Nuclear Power Plant and consider ' 

any technical or financial issues that represent potential obstacles to realizing its 
objectives. 

Done in Ottawa, this 20& day of December 1995, in duplicate, in the English and 
Ukrainian languages, each text being equally valid. 

FOR THE GOVERNhlENI'S OF FOR THE GOVERNBIENT 
THE G-7 COUNTRIES AND THE OF UKRAINE 
CORlhLISSION OF TIiE EUROPEAN 
COhIhIUNITTES 



G7/UKRAINE COMPREHENSIVE PROGRAM 
FOR THE CLOSURE OF CHERNOBYL 

SUMMARY OF CURRENT FINANCIAL RESOURCES 
FROM THE INTERNATIONAL COlMMUMTY 

(US $ MILLIONS) 

1 .  Committed. 

POWER SECTOR 
RESTRUCTURING 

ENERGY INVESTMENT 
PROGRAM 

NUCLEAR SAFETY AND 
DECOMMISSIONING 

SOCIAL IMPACT 
PLANNING 

TOTALS 

2. Some loans are pending subject to approvd based on necessary feasibility 
studies. 

3. Ukrainian in-kind and financial conlributions will be defined as projects are 
developed. 

GRANTS' 

43 

102 

349 

4 

498 

IF1 AND 
EURATOM 
LOAN 
FINANCING2 

1,809 

1,809 

TOTALS3 

43 

1,911 

349 

4 

2,307 



COMPREHENSIVE PROGRAM O F  TEIE G 7  AND UKRAINE 
TO SUPPORT THE CLOSURE O F  THE 

a CHERNOBYLNUCLEARPOWERPLANT 

, 
.?.- 0 PRIORITY PROJECTS 

I. LIST O F  NON-REVENUE GENERATING PROJECTS 

PROJECT AND 
CORRESPONDING MOU PARAGRAPH 

1. * DECOMMISSIONING OF THE CNPP 

PARAGRAPH 3 

PREPARATORY WORK PRIOR TO DECOMMISSIONING OF 
CNPP 

1.2 STAGE 1. (10 YEARS AFTER COMPLEXION OF STAGE 0) 

FUEL AND WASTE MANAGEMENT 

1.3 STAGE 2 ( 9 YEARS AFTER COMPLETION OF STAGE 0) 

DECOMMISSIONING OF CNPP 

2. PLAN TO DEAL WITH SOCIAL IMPACT 
RELATED TO CLOSURE OF CNPP 

. PARAGRAPH 5 

3. SHORT TERM NUCLEAR SAFETY .. 
IMPROVEMENTS FOR CNPP UNIT #3 

PARAGRAPH 3 

0 .. - ) 4. ** TRANSFORMATION OF "SHELTER" 
INTO AN ENVIRONMENTALLY SAFE SYSTEM 

PARAGRAPH 4 



5. POWER SECTOR Wl'KUC1 'UKINCi  

PARAGRAPH 1 

a II. REVENUE GENERATING PROJECTS 

r) .. . 
6. COMPLETION OF ROVNO #4 AND KHI$ELNITSK'f #2PARAGRAPH 2 

-- - 
6.1 SAFETY IMPROVEMENTS AN COMPLETION OF 

KHMELNITSKY #2 AND ROVNO #4 

6.2 CONSTRUCTION OF HV TRANSMISSION LINES TO 
KHMELNITSKY AND ROVNO UNITS 

7 .  REHABILITATION OF THERMAL POWER PLANTS 

PARAGRAPH 2 

8. INTRODUCTION OF PEAK CAPACITIES 

PARAGRAPH 2 

- CONSTRUCTION OF DNIESTER PUMPED STORAGE 

9. ENERGY EFFICIENCY AND DEMAND SIDE MANAGEMENT 

PARAGRAPH 2 

PROJECTS REQUIRING CLARIFICATION BEFORE BEING INCLUDED 

lo.*** RELOCATION AND CONSTRUCTION OF 750KV SWITCHYARD 
OUTSIDE CONTAMINATED AREA AT CHERNOBYL NPP 

* E S W T E D  COSTS WILL BE DEFINED, TAKING INTO ACCOUNT 

a THE AEA TECHNOLOGY STUDY 

. . j ** ESTIMATED COSTS WILL BE DEFINED ACCORDLNG TO STUDIES OF 
ALLIANCE CONSORTIUM AND THE PROTOCOL BETWEEN THE 
EUROPEAN COMMISSION AND UKRAINE, SIGNED IN BRUSSELS, 11 
SEPTEMBER 1995. 







STRATEGIC SETTING 

The Joint Project team is led by an EU TACK consulting team. 

A draft Joint Terms of Reference for the Project was approved by G-7 members and 
forwarded to GOU for action. 

The Joint Project team has proceeded to create the conditions for the development of a 
social impact action plan in the absence of any official sanction or participation from the 
central government. 

The EU and US have hired local consultants to assist in establishing a central, local and 
enterprise level participation in a social impact steering committee. CNPP and Slavutich 
have eagerly participated. 

Central government participation and official response to TOR has been slow. This is 
due in some measure to their negotiating strategy with the G-7 as well as bureaucratic 
confusion over responsibility for implementing G-7 projects. The "Evtukhov" Commission 
and Goscomatom have indicated that they will sign and accept the TOR this month. 

CNPP has disclosed an accelerated closure schedule for unit 1 due to lack of funds for 
refueling. The morale of employees and residents is failing. 



SOCIAL IMPACT SURVEYS AND WORKSHOPS 

Four workshops have been held with local, national and enterprise officials to help 
define the social impacts of closure. Most have been in the Slavutich region. 

EU TAClS has also funded an Employment Project in Slavutich to assist in 
developing a response to labor force issues. 

a The Joint Project team has developed survey instruments for local implementation 
in the following areas: 

. . 

detailed labor market survey of CNPP and Slavutich region 

pilot survey of 30 existing Slavutich enterprises 

attitude survey of Slavutich residentslCNPP workers 

communal service and city expenditures 

Preliminary survey data were received on May 6th. 



CNPP LABOR FORCE 

CNPP has provided the first raw data on workforce characteristics available to the 
working group. 

There are more than 11,000 workers receiving salaries from CNPP: 

I CNPP Station Workers Ancillary Workers I 
6,472 5,327 

About 8,800 workers and their families live in Slavutich. 

A high percentage, 83% of station workers, are "liquidators" of the Chornobyl 
accident. 

The CNPP station workforce is predominantly male, relatively young and highly 
educated: 65 % are between 20 and 46 yrs, all have college-equivalent degrees. 

Fewer than 100 station employees are classified as semi-skilled. The largest pool of 
workers is technicians (64%), followed by engineers (20%) and managers (14%). 

I The average monthly income for a station worker is about $150 US. I 





I WORKEWRESIDENT ATTITUDE SURVEY 

The results from this survey are very preliminary. However, they suggest that the 
Slavutich residents do not believe there is a need to find additional jobs or 
employers. 

Not surprising, in large numbers, they believe that state enterprises or individuals 
with state enterprises, are the sources of new or additional work. However, 24% 
indicated that "private enterprise" was also a viable employer. 

Privileges of enterprise employment, such as "vouchers", branch benefits, 
polyclinics, housing and lowpriced catered meals were widely held. 

Some 25% considered running their own business as a possibility, but cited 
numerous obstacles. 

Only 6% of residents considered their family financial situation "better than average". 
An minimum average income was considered to be $2181 month for Slavutich. 

3 $9 
Over 30% own their homes. 

I 



The City of Slavutich 

Slavutich is less than 50 km from CNPP and the Oblast capital of Chernigev. The purpose- 
built city was completed in 1988 by teams of architects and constructors from 7 soviet 
republics. It is relatively modern, extremely well-maintained and has a diverse housing stock 
of flats and single dwellings. 

The city houses some residents. They are evacuees from Pripyat and CHORNOBYL, I 
retirees, workers and families of CNPP station, service and communal workers. There are 
almost 9,000 children under the age of 18. 

The housing stock provides larger than average dwellings in nearby cities. Transportation 
access to Kiev and Chernigev is above average with rail service and well-maintained 
highway system. 

The city administration is enthusiastic and professional. Currently, Slavutich is reported to be 
the only city in Ukraine with a "revenue surplus". 

Among the services the city provides directly are an employment center and an small 
enterprise development department. There are some 30 joint stock or private enterprise firms 
in Slavutich region. They employ only a small percentage of the population. 

The city administration is concerned tbat the transfer of assets to the city will result in a 
lowering of standard of living in the city. They are anxious to "attract" or "grow" new 
enterprises. 



WORK TO BE COMPLETED 

There are still gaps in getting a handle on the overall social effects and timing of 
CHORNOBYL closure impacts: 

the employment potential and details of the implementation of the G-7 projects 
and other donor initiatives 

(CNPPJs Paroshin has estimated almost 3,500 jobs related to 
sarcophagus, safety and decommissioning) 

r survey of city finances 'and CNPP communal services 
. . 

c central government social programs 

r Assist working group in developing a draft Interim Action Plan 

Based on the EU TAClS schedule, these should be completed by the end of June. The 
USAlD advisors are taking the lead on city finance and services as well as the legal 
framework for social benefits. 

A method of constructive engagement of the central government players beyond interviews 
and meetings is needed. The team believes that the preparation of a draft "interim Action 
Plan" will provide a tangible focus for their active involvement in planning and workshop 
sessions. 













I NPP C.'IOSiIRF IA I  IMPACT P I A N  

STRATEGIC SETTING 

A Joint Project Team from EU, UKRAINE and US is led by EU TACIS. 

A Joint Terms of Reference (TOR) for the Project was developed by EU and US and forwarded to 
GOU for action in October, 1995. 

The Joint Project Team proceeded to create the conditions for the sound development of a social 
impact plan in the absence of any official sanction from the central government 

The EU and US worked with local experts to establish broad stakeholder participation in a Joint 
Working Croup to analyze the social impacts of closing CNPP. Chornobyl NPP workers and 
residents of the City of Slavutich (50 km east) have actively participated. 

Participation of the Government of Ukraine and official response to the TOR was slow. The 
Derhzcomatom signed the TOR and organized a Joint Coordinating Committee on May 3 1 , I  996. 
However, Vice PM Yevtukhov and Dpty Minister Demydiuk have left the government. 



1 NPP C 1 O . W R F  I A l  I M P A C T  P I A N  

PROGRESS TO DATE 

A broad-based "Joint Working Group" was formed local level officials, regional and national 
ministries to guide the planning process. Most of the work is centered in the Slavutich region more 
than 50 km east of ChNPP. 

Four workshops with local residents, officials, ChNPP officials and national government experts 
were held to define and characterize the social impacts of closing ChNPP by 2000. 

USAID funds two US and one local expert to assist with social impact analysis and planning. EU 
TAClS has funded three European experts and one local expert. TAClS also funded an 
Employment Service Project in Slavutich to help collect detailed labor force data and work with 
the local employment center. Study tours to US and Europe were held in August & September. 

Social surveys were developed, translated and locally administered 
ChNPP workforce and local labor market 
Worker and resident attitudes 
Pilot survey of 30 existing Slavutich enterprises 

Municipal finance and social assets 



I NPP CIOSURF IAI IMPACT P I A N  

PROGRESS TO DATE (cont) 

An "Interim" Action Plan was prepared in June, 1996 to address the potential social impacts of 
closing ChNPP unit # l  by November, 1996. 

The lnterim Action Plan recommends measures for employe/fami ly information and counseling, 
local economic development, and maintenance of municipal/social infrastructure in Slavutich. 

The lnterim Action Plan also identifies the information and guidance needed for the Social Action 
Plan to be completed. 

The Plan was submitted by the Joint Working Croup to a Joint Coordinating Committee, composed 
of representatives of Derhzcomatom, Ministry of Social Protection, City of Slavutich, ChNPP, 
USAlD and EU TAClS in August, 1996. 

In October, 1996, the Joint Coordinating Committee requested "the position" of the Government 
of Ukraine, through the First Vice Prime Minister, on the general strategy (to assist workers and 
diversify Slavutich) and the assignments to continue the joint work. 



1 NPP C I O S I I R F  IA I  IMPACT P I A N  

OVERVIEW OF SIGNIFICANT FINDINGS 

ChNPP is  typical of soviet-style enterprises. Its productive workforce i s  larger (6,500) than 
expected. It employs another 5,000 service workers. ChNPP virtually operates the City of 
Slavutich where most of its workers live. It provides bonuses and wage enhancements to local 
teachers and doctors to improve their living standard. About 12,000 individuals are directly 
dependent on ChNPP for their income. 

Preliminary employment estimates are lower than expected. AENTACIS projects a five year lag 
in job creation until the waste facility is completed in 2003. Decommissioning, waste 
management and other C-7 M O U  projects may employ 1,500 workers between 2005 and 2030. 

The average income and living standard for a Chornobyl station worker in Slavutich is more 
than three times the Ukrainian average. It is  also higher than at other Ukrainian nuclear plants. 

A high percentage, 83% of ChNPP station workers, and Slavutich residents are "liquidatorstt of the 
Chornobyl accident. This entitles them to various wage supplements and social benefits . 



1 NPP Cl O S U R F  I A l  IMPACT P l A N  

SIGNIFICANT FINDINGS (cont.) 

Budgets for ChNPP and the Government of Ukraine are silent on the issue of social protection for 
workers of ChNPP and the City of Slavutich. Chornobyl Nuclear Power Plant has prepared a 
preliminary budget for decommissioning costs of unit # I  in 1997. The recently introduced GOU 
budget for 1997 includes funds for the "safety and maintenance of unit #2 ($1 0.8M). 

Morale of workers and Slavutich residents is reported to be low. Since May, only a portion of 
salaries and entitlements is paid in cash. Coupons or "parashins" are received for redemption at 
citylenterprise shops. 

ChNPP had planned to fund 1997 City of Slavutich operations ($32M) from a "budgetary account" 
( rather than electricity sales). These funds along with $8.5M for preliminary decommissioning 
costs on unit #I would provide some continued employment for potentially displaced workers. 
The Government of Ukraine has not explicitly included these amounts in the budget presented to 
Parliament in September. 



I NPP n O S i J R F  IA l  IMPACT P I A N  

FINDINGS (cont.) 

ChNPP employs (fully and partially) more than 11,700 workers. 

ChNPP station workers - 6,472 ChNPP service sector workers - 5,309 

About 8,800 ( 75%) of these workers live in the City of Slavutich. Others are in Kiev and 
Chernighev region. 

More than 60% of Slavutich' 26,000 residents are employes or dependents of ChNPP. 

The ChNPP station workforce is predominantly male (73%), young and highly educated. All have 
college level or greater degrees and 65% are between the age of 20 and 46 years old. 

The City of Slavutich: It is a modern, well-maintained, 8 year old community of 26,000 residents 
located 50 km east of ChNPP near Chernighev. The City is mapped in the "Contaminated Zone". 

The population includes ChNPP workers, municipal and service enterprise workers, some new 
"private" enterprise workers, evacues and retirees from ChNPP and their families. Only 1,700 
residents are over 55 years old. More than 9,000 are under 18 years old. 



I NPP CI QSI IRF .$OCIA I IMPACT PI AN 

FINDINGS (cont.) 

The city administration is enthusiastic and professional. In 1995, Slavutich was reported to be the 
only city in Ukraine with a "revenue surplus". 

There are some 30 "joint stock companies" or private enterprises registered in Slavutich. Currently 
they employ only a small percentage of the population and are often dependent on ChNPP for 
sales. 

Communal and social assets -kindergartens, housing, cultural centers, utilities, and health care, 
etc.- are provided by ChNPP. The city administration is concerned that transfer of these assets 
without resources will result in a lower standard of living. They are anxious to "attract" or "grow" 
new enterprises. 



I NPP ~ I W I R F  /A1 IMPACT P I A N  

FINDINGS (cont.) 

The Interim Action Plan recommendations addressing social asset transfer and local economic 
development, seemingly non-controversial anywhere else in the world, pose a unique problem for 
Slavutich and Ukraine: 

The policy of the Ukrainian government is, and has been, to remove populations from territories 
that have been contaminated with long-lived radioactive waste. Ukraine's economic problems 
have prevented them from meeting their resettlement goals since 1992. Slavutich is a completely 
new town, built in 7 988 to house ChNPP workers in a safe yet convenient location 50km east of 
the plant. It is located in the "Guaranteed Voluntary Resettlement Zone" (also known as the 
"Contaminated Zone") . Although the city itself has been decontaminated to pre-accident levels, 
its location in this zone poses an issue for its future. Today, more than 2.4 million people reside 
in this area subject to eventual resettlement. Should the 26,000 residents of Slavutich be 
gradually relocated as ChNPP closes? Or should the city try to diversify its economic base and 

serve as a model for a sustainable, safe community in the zone? 

The activity related to implementing the G-7 MOU projects will significantly affect this outcome. 

11 



I NPP CI QSlJRF SOCIAI IMPACT P I A N  

ACTIONS NEEDED FROM G-7 AND GOVERNMENT OF UKRAINE 

Receive immediate feedback from G-7 and Government of Ukraine on key issues, such as timing 
and employment potential of MOU projects; the policy on Slavutich and views on conditionality 
of grants and loans to benefit affected workers. 

Agree on level of detail and schedule of work for Joint Working Group to complete the Action 
Plan. This task needs to be led by Ukrainians with concurrence from US and EU. 

Set deadline for completion of the Action Plan and presentation to Government of Ukraine and 
other parties. (The current timetable is  October 3 1 st. The EU will propose December 3 1, 1996.) 



I NPP f l  OSIJRF IA l  IMPACT P I A N  

Potential voluntary donor assisted projects to help minimize the social impact of Chornobyl 
closure include: 

r Marketing and enterprise development for small and medium business 

Entrepreneur training in business management, finance & marketing 

Joint venture and Microenterprise credit programs 

Employe and family counseling and social interventions 

Housing and social / communal asset privitization 
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a 1 
1 . Project synopsis 

7 1.1 Overall objective 
1 

Implementation of the Ukrainian - G7 Agreement to close Chernobyl Nuclear Power Plant with due consideration 
for Ukrainian energy requirements; safety during the decommissioning phase and the social implications for 
those affected by its closure. 

I 1.2 Immediate objective 

Through the establishment of a working group consisting of representatives of the various interested parties in - 
the Ukraine and appropriate experts from the G7 (EU and the U.S)., elaborate: 

(a) a programme aimed at alleviating the major social consequences of closing Chernobyl Nuclear Power 
Plant; and 

(b) an appropriate structure to administer the initiatives contained in the "closure package" 

1.3 Project outputs 

1.3.1 The main outputs of the project will be: 

(a) An Action Plan to alleviate the major social consequences of closing Chernobyl NPP; and 

(b) A core team of local experts trained to both elaborate and implement the Action Plan. 

1.3.2 The subsidiary outputs to achieve the main outputs will be; 

To main output (a) 

(i) Reports based on research and analysis in the following areas: 

Population survey of Slavutich 
Survey of CNPP workforce 
Analysis of existing compensation mechanisms 
Economic activity surveys 
Research into environmental status of Slavutich region 
Labour mobility survey 

To main output (b) 

(i) 12 local experts trained in the elaboration and implementation of the plan; 

(ii) 40 additional local experts provided with an understanding of the main points of the Action Plan 
and the "modus operandi" for its implementation; 

(iii) A pilot information campaign to inform the population of Slavutich and the workers of CNPP of 
the points of the Action Plan and how it will affect them. 



1.4 Activities 

The main activities of the project are: 

(a) Research and surveys 

(b) Training through: 

(i) workshops 

(ii) training abroad 

(c) Elaboration of information campaigns 

(d) The elaboration of the Action Plan to address the major social consequences of closing Chernobyl NPP 

1.5 Target groups 

The target groups are: 

I (a) Officials from relevant central Government ministries; 

(b) The authorities of Slavutich; 

(c) The management of Chernobyl NPP; and 

(d) Workers' representatives at Chernobyl NPP. 



Analysis of project 

2.1 Key issues - overview 

The project is a joint EU-Ukraine-US venture. The project was initiated in response to a request by the Ukrainian 
to the G7, during the negotiation of the Memorandum of Understanding concerning the closure of Chernobyl 
NPP, that the social impact of closure be addressed. 

In order to maintain political pressure upon the Ukrainian Government to sign the Memorandum of 
Understanding concerning the closure of CNPP, the project commenced prior to the signing of the Memorandum 
on 19 December 1996. Moreover, for the same political reasons, the project commenced prior its endorsement 
from the Ukrainian Government. The endorsement is still forthcoming but is expected by late March early April. 

During the inception period, it has emerged that there is a possibility of between 1,000 and 1,500 workers being 
made redundant during the course of 1996. If mechanisms are not in place to address this imminent mass lay- 
offs a situation could arise which may have repercussions on the overall Ukrainian - G7 Memorandum i.e. an 
excuse to postpone the closure date. 

There are no clear indications of funding of elements of the Action Plan other than the proposed activities 
included in other components of the G7 - Ukraine Memorandum of Understanding. 

2.2 Key issues - implication for the project 

The need to apply political pressure to secure endorsement of the Joint TOR, particularly during the last three 
months of 1995, resulted in project resources being utilised for non direct project activities. In effect, the activities 
undertaken in 1995 could be regarded as those normally undertaken to elaborate a project terms of reference. 
Moreover, in order to maintain the political pressure the entire EU Team undertook joint missions during this 
period. 

Despite the strong political "over-tones" of the project it has been possible to undertake a number of significant 
activities. In particular, the securing of participation of the management of CNPP and the authorities of Slavutich 
should be mentioned. It is unlikely that without their support endorsement at Central Government level will be 
secured. However, this support cannot be fully measured until endorsement is secured. 

The methodology adopted for the project has been one of achieving dialogue and consensus between the 
interested parties in order to find solutions to a common problem rather than placing emphasis upon resolving 
a conflict of interests. This approach has been adopted to "tone downn the political nature of the project. This 
approach has at times required explanation at various stages of the inception phase. 

The combined factors of unknown quantities of funding for the Action Plan and the imminent risk of more than 
one thousand workers being laid off from CNPP during the course of 1996 have emphasised the need for the 
approach outlined in 2.2.3.. This approach was also envisaged in the EU TAClS TOR and in the Organisation 
and Method of the project proposal. Significant emphasis has been placed upon a 'bottom-up, help to self help". 
A slight deviation from the Organisation and Method is the proposal to place emphasis upon developing a core 
team of local experts who will not only be actively involved in the elaboration of the Action Plan but also its 
implementation. This requires that the original number of workshops be increased, that specific topics are dealt 
with to supplement the local understanding of how the Action Plan should be elaborated and implemented. 
Furthermore, the proposed study tours have been changed to training at the ILO Turin Centre. The latter 
location was selected to maintain a neutral atmosphere for the training, during which period the outline Action 
Plan will be prepared. 

In line with the concept of 'help to self help" the issue of diversifying (and of reconversion, included in the 
TAClS TOR) the local economy of the Slavutich Region have also been addressed. The sustainable economic 
and employment development of the Region is a concern of the management of CNPP and the authorities of 



Slavutich. Although not confirmed, it would appear to be a concern of the Government. Moreover, the stimulation 
of economic regeneration of the Region was also stated, in a reply to the European Parliament by Commissioner 
Sir Leon Brittan' , as an objective of TACIS assistance to the affected (by Chernobyl Accident) 
territories. This issue has raised some conflict with the US partners. From a safety point of view 
during the de-commissioning phase this would appear to be an appropriate approach. However, during 
the course of the project, efforts will be made to examine existing documentation relating to levels 
of contamination. To this end it is proposed that a member of the EU team attends the M A - E U  
Conference on the issue during the period 8-12 April 1996. 

2.3 lnvolvement of central government 

Prior to the signing of the G7 - Ukraine Memorandum of Understanding, participation of Central Government in 
the project activities was limited for obvious reasons. Despite this, members of the RADA and a member of the 
Council of Ministers attended a workshop held between 12-14 December in Zeleny Mys. Since the signing of 
the Memorandum of Understanding a Presidential Committee on Chernobyl Issues has been established. The 
project will work closely with this Committee and proposes that the Committee nominates persons to be 
members of the local core team to be trained in elaborating and implementing the Action Plan. 

2.4 Major concerns 

The imminent lay-off of substantial numbers of the CNPP work-force during 1996 is of major concern. The sense 
of urgency in having appropriate measures in place to deal with this situation must be stressed. There is no 
doubt that a situation in which these do not exist will be exploited to delay closure of CNPP. Public statements 
by the management of CNPP advocating closure after the normal life-cycle of the Plant serve to highlight the 
negotiating strategies that may be evolving. Naturally, the delay in non-endorsement can always be used an 
excuse for measures not being in place. However, the project is attempting, within the political constraints, to 
continue the survey and analysis work in order to have adequate material to commence work in earnest once 
the Joint EU-Ukraine-US TOR has been endorsed. 

1. Official Journal of the European Communities C24/16 30.1.95. Written reply by Sir Leon Britten to question by 
Christine Crawley (PSE). 



3. Project planning 
Project planning has been undertaken on the basis of a workshop conducted between 12 - 14 December 1995 
in Zeleny Mys and a further workshop in January 1996. A draft inception report was then prepared in the format 
of Forms 1.5 - 1.6. and were further discussed during a mission to Kiev in February 1996. In particular those 
elements of the project where inputs from the TAClS Employment Services Project are expected were 
coordinated. It must be stressed that the planning has been based upon those issues addressed at the 
workshop that have to be undertaken at the CNPP and Slavutich. In addition, those aspects that have to be 
addressed at a macro level, e.g. compensation systems have also been included. All of the activities, with certain 
changes of emphasis, correspond to the EU TAClS TOR and elements of the Joint EU-Ukraine-US TOR. 
However, given that an endorsement is as yet not forthcoming, there may have to be additional changes to 
accommodate any requests that the Ukrainian Government may have. 

Project planning has taken into account the issues raised in section 2 above. Namely, that there is an urgent 
need to address the possibility of a substantial number of workers being laid-off during 1996. Moreover, as there 
is no clear indication at this stage of the scale of funding that may be available to address this problem, 
emphasis has been placed upon a "bottom up, help-to-self-help" approach. This implies that whereas the original 
EU TACIS TOR envisaged a local team to be actively involved in elaborating the Action Plan, the planning now 
takes into account the need to develcp a core local team to implement the plan. Therefore, the number of 
workshops has been increased. These workshops will not only deal with specific project progress issues, as 
originally envisaged in the TOR, but also, training in specific topics. In addition, the original planned study tour 
component has been changed to a training programme to be located at the ILO International Training Centre 
in Turin. The rationale in choosing the ILOIITC was based on a need to provide a neutral atmosphere for the 
training to be undertaken. The major output of the training programme will be an outline Action Plan. In addition 
to the "core team" being trained, it is planned that the final version of the Action Plan will be presented to a 
larger group, approximately 40, who will be directly or indirectly involved in the implementation of elements of 
the Plan. 

To facilitate easier reading, the remainder of this project planning section is cross-referenced with forms 1.4 to 
1.6. of the Annexes. 



Forms 1.5 Overall Output Performance 

1. Co-ordination with all interested parties. 
? 

Given the relative "political high profile" of this project co-ordination and information flow between all the 
interested parties is essential. As the project progresses this work is expected to be of significant importance 
to ensure that all parties are in agreement as to the manner in which the Action Plan will be elaborated. Given 
the nature of the project, and in particular its inter-action with the G7, a constant information flow is essential 
to ensure that any proposals elaborated in the Action Plan do not go beyond those envisaged by G7. During 
the initial phases of the project, because of its complex structure, it has emerged that the resolution of 
differences of perception and understanding of the issues and concepts. In order to facilitate a better on-going 
exchange of information, particularly between the western partners, an e-mail internet private conference will 
be established. 

1.1 - 1.4 Steering Committee meetings 

An essential mechanism for ensuring effective dissemination of information is through a project steering 
committee. Such a mechanism was stipulated in the EU TAClS TOR. Due to the non endorsement of the Joint 
TOR, it has not as yet been possible to establish the steering committee. However, during the period 25 - 29 
March mission, meetings will be held with members of the Presidential Committee established to address 
Chernobyl Issues in relation to G7. Four meetings of the steering committee are planned during the course of 
the project. Members of the steering committee will be encouraged to provide comments to the Action Plan 
during the various stages of its elaboration. 

1.5 Newsletters 

Resource 

R. Short 

D. Johnson 

TOTAL 

Newsletters are planned for distribution to: 

(a) G7 members 
(b) Relevant Government Ministries 
(c) the population of Slavutich and CNPP workers 

Steering committee meetings will be held after workshops. Alr travel charged to 9.0. 
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These newsletters will inform of project progress and other issues that have a direct relevance to the project. 

To date one newsletter has been prepared for distribution to G7 members. A second newsletter is under 
preparation and will be distributed after reporting on the 25 - 29 March mission to the Ukraine. - 
A total of seven newsletters are planned. 

lnputs 
I t  I 

Revised 
I I 

11 R. short 1 7  1 
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Revised I Original 1 Original 
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1.6 - 1.7 Co-ordination and briefing meetings 
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The original Organisation and Methods anticipated briefing meetings in Brussels. During the inception period 
that considerable emphasis will have to be given to the employment possibilities that will arise from other 
components of the G7 - Ukraine Memorandum of Understanding. This will entail attendance at G7 donor 
meetings (dates and location yet to be decided) and with contractors already engaged in feasibility studies or 
project planning contracts in relation to the G7 Memorandum. 

Per 
diem 

2. Human Resources 

r - - -  

2.1 Report on human resource potential 

EU 
days 

A survey of the population of Slavutich is to be conducted by the TAClS Employment Project. Similarly, a survey 
of the CNPP workforce is to be undertaken. 

lnputs 
Provision for these inputs within the framework of the TAClS Employment Services Project were contained in 
the EU TAClS TOR for this project. 
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2.2.- 2.6. Report on re-training needs and set of recommendations 

The report on the re-training needs will be based upon the reports prepared under 2.1. and analyses of potential 
employment opportunities to be undertaken under 3.2. & 3.4. below. In addition an examination of other relevant 
surveys, such as those that have been conducted by UNESCO, will be undertaken. Finally, an analysis of 
existing legislation relating compensation packages will be undertaken. The results will be presented at a 
workshop for consideration. The final report, which will be incorporated into the Action Plan, will contain project 
TORS for re-training programmes. 

3. Economic activity 

3.1 - 3.2 Report on existing economic activity and potential development 

1 

The economy of, the Slavutich Region is dominated by CNPP. There is a need to diversify and re-convert the 
economy of the region for a number of reasons. There is a need to sustain the local economy and employment 
prospects to prevent mass migration. Such migration could have implications for safety at CNPP during the de- 
commissioning phase. Furthermore, social problems are already emerging as high numbers of youth 
unemployment already exist in addition to high female unemployment. 

Resource 

R. Short 

D. Johnson (2.3.) 

TOTAL 

In addition to those employment opportunities that may exist in relation to G7 initiatives within 3.4. below, there 
is a potential for employment growth in the service sector related to these initiatives. A study will be undertaken 
to quantify this potential. 
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3.3 Report on legislation concerning investment and development of the region 
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Initiatives to stimulate economic diversity of the Slavutich Region could be restricted as a result of the 
inadequate legislative enabling environment. A report on such legislation, based on EU, World Bank and reports 
from similar agencies will be prepared. 
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Inputs * 
- 

3.4 Report on local and international investment sources 

The implementation of the other components of the G7 Memorandum will undoubtedly generate not only 
employment but also inward investment in such areas as energy efficiency projects. Moreover, it is understood 
that bi-lateral donors are considering the establishment of a research centre to deal with energy issues and 
nuclear safety. Furthermore, a number of local actors are said to be considering investment in high-tech 
production projects in the region. The plrrpose of this survey will be to determine the extsnt to which these 
potential initiatives will be realised and the extent to which they may contribute to offering alternative 
employment. 

Balanced against the need for sustainable economic and employment development of the region in immediate 
future to secure safe de-commissioning are environmental contamination questions. The project will analyze 
reports that have been conducted by various agencies since the 1996 Accident. To this end it is suggested that 
a member of the project team, Jens Kastberg, attends the IAEA-EU conference in Vienna (8-12 April) that will 
deal with this issue. 

Inputs 

3.5 - 3.6 Report concerning existing enterprise support services 

~ 
Resource 

R. Short 

D. Johnson 

J. Kastberg 

TOTAL 

It is understood that some 100 embryonic small enterprises exist. These could contribute the economic 
diversification of the Region. However, no enterprise service structure exists (although TAClS is considering a 
business development centre). The project will seek, on the basis of an analyses of enterprises, the type of 
services that may be required. This will include a feasibility study for the pilot economic support activities to 
enterprises. 
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Inputs 

3.7 Presentation of main findings 

Resource 

R. Short 

TOTAL 

The main findings of the studies relating to economic activity will presented at a steering committee meeting. 
Based upon comments of the steering committee the recommendations and outline projects will be incorporated 
into the Action Plan. 

4. Analysis of existing compensation mechanisms 

An analysis of existing compensation packages will be undertaken. This will be undertaken by the US contractor. 
On the basis of this analysis, an appropriate compensation package will be elaborated. In particular the issue 
of ensuring that key staff remain during the de-commissioning phase of CNPP will be addressed. 

Revised 

5. Information campaigns 

EU 
days 
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8 

The EU TAClS TOR recognised the need to develop mechanisms to inform the workers of CNPP and the 
population of Slavutich of the consequences of closure and, more specifically, how the Action Plan will affect 
them. It is intended that once endorsement of the Joint Project is forthcoming, the Slavutich closed circuit TV 
system will also be used. In view of the imminent lay-off of CNPP workers, an information package will also be 
prepared. This scope of this particular element differs from the Organisation and Method in that it proposes to 
be more operational than originally proposed. 

Revised 

Ukr 
days 

2 

2 

inputs 

Air 
Trav. 

Per 
diem 

Original 

6. Transfer of Communal Services from CNPP 

Original 
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By the very nature of Slavutich being a one industry town still operating virtually under the centrally planned 
system, all social assets and services are managed by CNPP. The de-commissioning of the Plant and its 

,eventual closure combined with the macro-economic refoms of the Ukraine will result in these assets and 
services being transferred to central or local authorities. Currently, the level of services, in particular social 
amenities are of a high standard. The consequences of diminishing CNPP support and how services can be 
transferred will be examined. Recommendations for the transfer of services and assets will be presented to the 
steering committee for their approval and inclusion in the Action Plan. 
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lnputs 

7. Labour mobility survey 

! 

The issue of labour mobility was raised at the December 1995 workshop. A factor that acts as a dis-incentive 
to labour mobility are the higher salaries paid to workers in the contaminated areas. New employment 
opportunities within the region in other industries may not attract as high salaries. Desk top research of 
comparative salaries and other social benefits of potential employment sources within and outside the region 
will be conducted. 

lnputs 

8. Psychological attitudes survey 

Resource 

R.Short 

D.Johnson 

Similar to 7.0., this issue was raised at the December workshop. It is also closely linked to the question of labour 
mobility and perceptions of comparative living standards with other regions of the Ukraine. On the basis of 
surveys conducted under 2.0. and other similar surveys conducted by TAClS and other agencies, the project 
will determine the importance of the psychological attitudes issue and how they can be addressed in the Action 
Plan. 
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9. Development of core team to elaborate and implement the Action Plan 

As mention in the introduction to this section, the combination of imminent large scale lay-offs and limited funding 
resources will require that local resources are developed to implement the Action Plan. This component differs 
from the original Organisation and Methods in that considerable additional emphasis is placed on training. This 
includes the development of training materials for each workshop and an extensive training programme to be 
conducted at the ILO international training Centre. The culmination of the training will be the elaboration of an 
outline Action Plan. 

Furthermore, during the initial phases of the project it has been normal for the entire EU team to be involved 
in the majority of missions to the Ukraine, particularly the first workshop and the planning meetings. At the time 
this was seen as being politically expedient to ensure that the local parties were aware of the seriousness of 
the intentions of the EU - US team. A team approach is now expected at the local level. However, preparation 
of materials prior to the workshops remain the responsibility of the team leader. 

Another important element of developing the local core team is the need to provide materials on subjects that 
fall within the scope of this project. The extent and volume of this need was not foreseen in the original 
Organisation and Methods. 

Whilst the Organisation and Method envisaged considerable local input in the elaboration of the Action Plan, 
it has become clear during the inception phase that there is a lack of understanding of basic concepts. 
Therefore, the approach proposed is one of more hands-on and of developing the skills to implement the Action 
Plan with limited outside support. The training programme at the 110 will include the inputs of ILO experts in 
specific labour market and social issues. In addition the programme will include a parallel component dealing 
with local economic development and SME support structures. 

Inputs 

(a) 5 return road trips Geneva Turin 2,800 kms 
(b) 1 return road trip Geneva - Turin 560 kms 

Resource 

R.Short 

D.Johnson 

J. Kastberg 

TOTAL 

10. Elaboration of the Action Plan 

The finalisation of the Action Plan will take place after the training programme at the ILO Turin Centre. The Plan 
will be presented to the Steering Committee for their consideration. Once their comments have been 
incorporated into the Plan, a seminar will be held to present the Plan to those local actors (Government, CNPP, 
Slavutich) who will be directly and indirectly involved in the implementation of the Plan. Upon submission of the 
Action Plan to the Government only minimum involvement of the Contractor is anticipated during the negotiation 
process. 

* Heturn t U  - Ukraine (David Johnson 1 Brussels - Iurrn) 

Revised Revised Original 

EU 
days 

35 

5 

5 

55 

Original 

EU 
days 

Global 

Ukr 
days 

Air Trav Ukr 
days 

Ukr 
days 

J 

Air 
Trav.' 

Per 
diem 

18 ukr 
20 Turin 

18Ukr 
6 Turin 

18 Ukr 
6 Turin 

18 6 + (a) 

18 6 + ( b )  

I 

18 6 + 1 

54 



Resource 

R.Short 

D.Johnson 

J. Kastberg 

TOTAL 

Revised Revised 

Air 
Trav. 

1 Eu - 
Ukr 
1 EU 
internal 

1 eu - 
Ukr 

EU 
days 

10 

10 

5 

25 

Per 
diem 

BmI 3 
Kiev 5 

Kiev 5 

Original 

Ukr 
days 

5 

5 

10 

Original 

EU 
days 

Global 

44 

Air Trav Ukr 
days 

per 
diem 
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FORhf 1.4. OVERALL PLAN OF OpERATlOBS 

Projcct Title: Social Impact of closing Chcmohyl NPP 

Planning Pcriod : 1 January - 31 July 1996 

Project Nurnhcr: UK9.11)1/01OllR003 

Prcpared on: I Fchruwy 1996 

Project 

No 

1 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

11. 

Counlry: Ukrainc Pagc: 1.4. No I 

Objectives : Development of Action Plan to address the social 

MAIN ACTIVITIES 

Co-ordination with all lnterestcd parties 
(G7 - Ministries and State Committccs, Slavutich and 
CNPP) 

Human Resource Survey 

Economic Activity Survcy 

Analyses of cxlsting compensation mechanisms 

information campaigns 

Analyses of transfer of communal scrvices from CNPP 
to Slavutlch 

Labour Mobility Sunrey 

Psychological attitudes survey 

Development of core team to elahorate and implement 
Action Plan 

Elahoration of Action Plan 

Prescnlation and negotiation of Action Plan 

TOTAL 

EC C~rnsult;~nl: Eurtrpcan Fratncwork Group 

conscqucnces of closing Chemohyl Nuclcar Poucr Plant (CNPP) 

TIME FRAhlE 

January 

Jan 

XII 

x 

INPUTS 

Equi/Material 

Transtprinting 

Transtprinting 

Transtprinting 

Transtprinting 

Transtprinting 

Transtprinting 

- July 1996 

Fcb 

xx  

x x x x  

x x x x  

x x 

x x  

Personnel 

INT 
days 

64 

13 

47 

4 

43 

9 

10 

4 

109 

35 
5 

Other 

Travcl 

Travel 

Trnvcl 

Travcl 

Travcl 

Travcl 

Local 
W h l  

2 

4 

4 

I 

I 

3.5 

2 
0.5 

h l x  

X X  

x x x x  

XXIX 

xx  

xxx  

X X X A  

x x x x  

x x  

Apr 

x; 

XIIX 

x  

X X X X  

hlay 

x x  

x x  

x s x x  

XSI 

Jun 

x x  

x x x  

xx 

x x x  

Jul 

xx 

x x x x  



FORht 1.5. OVERALL OUTPUT PERFORhtANCE 

Project Titlc: Social impact of closing Chernohyl NPP 

Plannlng period I January - 31 July 1996 

Outputs and Target Dates 

I. Co-ordination with all intcrcstcd partics (G7 - 
Ministries and Slate Commiltccs, Slavutich and 
CNPP) 

1.1. Stccring Committee Meeting No 1 (30.3.96) 

1.2. Steering Committee Meeting No 2 (31.5.96) 

1.3. Stwring Comdltce Meeting No 3 (14.6.96) 

1.4. Steering Committee Meeting No 4 (05.07.96) 

1.5. Newsletters (i) 22.01.96 
(ii) 23.02.96 
(iii) 3 1.03.96 
(iv) 25.0-1.96 
(v) 20.05.96 
(vl) 18.06.96 
(vii) 16.07.96 

1.6. Co-ordination meetings concerning employment 
polcntial relatcd lo 0 7  funded projects 

At least four mcetlngs (Kiev. Brussels & U.K.) 

(i) 08.03.96 
(ii) 19.04.96 
(iii) 23.05.96 
(iv) 25.06.96 

1.7. Briefing and Co-ordination in Bmsscls 

(i) 26.01.96 
(ii) w.02.96 
(iii) 04.03.96 
(iv) 02.M.96 
(v) 31.05.96 
(vi) 15.06.96 

Project Number: UK9J01101011B003 

Prepared on : I February 1996 

Agrced Objectives Vcrifiahie lndicalors 

I. Co-ordination with all interested parties (G7 - 
hiinistries and Stale Committees. Slavutich and 
CNPP) 

Ohicctive 

Through a series of mechanisms for informatinn 
dissemination, ensure the early endorsement of the Action 
Plan by all key inlcrcsted panics. 

Verifiable Indicator 

Action Plan endorsed by Ukraine. EU and US within three 
months of submission. 

Country: Ukraine Page 1.5. No 1 

EC Consultant: Eurptran Framework Group 

Con~t r~ in t s  and Assumptions 

I. Government endorses joint TOR 

1.1 .- 1.4. That stccrinp cnmrniltee is cstahlished wilh a 
hroad spcctrum of national and International 
memkrship. 

1.5. 'Illat local paflicipants pcr~llit Ule free 
dissemination of information. 

1.6. That G7 members and the EU provide free access 
to the projccl team 10 ohtain the information on 
planned projects. 



r ,: ; 

FORhf 1.5. OVERALL OUTF'UT PERFORhlANCE 

Page : 1.5. No 2 Country : Ukraine Rojcct Title: Social Impact 01 closing Chcrnobyl Project Number : UK9401101011B003 

EC Consul~ant : European Framework Group 

Constraints and Assumptions 

(a) CNPP and the Aulhorities of Slavutich lacilitate 
access to undertake comprehensivc surveys. 

Planning period : I January - 31 July 1996 

Outputs and Target Dates 

2. Human Resources 

2.1. Report on human resource patcntial (24.4.96) 

2.2. Report on re-training needs (24.4.96) 

2.3. Report 01 analyses of existing legislation relating 
to compensatory packages (24.4.96) 

2.4. Compcdium 01 analyses of all other relevant 
surveys previously conducted (24.4.95) 

2.5. Analysed data lor presentallon at workshop 
(8.5.96) 

2.6. Set of recommendations. (14.6.96) 

prepared on : I February 1996 

Agreed Objcc~ives Verifiable Indicators 

2. Human Rcsourccs 

Obiectivc 

Through analyses and consultation with the steering 
committee and intcrcslcd parties. in particular Ihc hlinislty of 
labour. prcpare a set of recommendations concerning the 
workforce of CNPP and the population of Slavutich Region. 

Veriliahle Indicators 

(a) Thc intcrcsted partics acccpt the contcnrs of the 
reports and retommendations contained thercin. 



FORhl 1.5. OVERALL OUTPUT PERFORhlANCE 

Page: 1.5. No 3 Country : Ukraine Project Title: Social Impact of closing Chcrnobyl NPP Project Numhcr : UK910110101TB003 

EC Consultant : European Framework Group 

Constraints and Assumptions 

I. That the Government dcsircs such a rcport and 
facilitates active collaboration of key personnel 
concerned Ukraine with legislation. 

2. That the EU and US acknowledges the henefits 
of sustainable employment dcvclopmcnt in the 
Slavulich Region. 

Planning period : 1 January - 31 July 1996 

Outputs and Targel Dates 

3. Economic Activity 

3.1. Report on existing economic activity in Slavulich 
Region (24.04.96) 

3.2. Repon on potential economic development 
including services related to the implementation 
of Ihe olher components of the G7 Memorandum. 
(30.04.96) 

3.3. Report on legislation concerning invcstmcnt and 
developmenl of h e  region (30.04.96) 

3.4. Report on local and lnlernalional invesrment 
sources and potential including activities related 
to the olher components of the G7 Memorandum 
and bilateral Initiatives in lhe Region (30.04.96). 

3.5. Report concerning existing entcrprisc support 
services (24.04.96) 

3.6. Feasibility report for pilot economic support 
aclivities to enterprises in the region (30.04.96) 

3.7. Workshop to prcsent main findings (30.06.96) 

Prepared on : I Fchruary I996 

Agreed Ohjectivcs Vcrifiahlc Indicators 

3. Economic Activity 

Obiective 

Through analyses and consultation with lhc steering 
committee and interested parties prrpare a set 01 
recommendations on how to develop and diversify the 
economlc activity in the Slavulich Region. 

Verifiable lndicalon 

Soclal and economic cost bcnefi! analysis rclaling lo the 
sustainahle employment and economic dc\clopmcnt of lhc 
Slavutich Region. 



FORM 1.5. OVERALL OUTPUT PERFORhfANCE 

Pare: 1 .5. No 4 Country: Ukraine Project Title: Social impact of closing Chemobyl NPP Project Numhcr : UK9JOIIOIOI/B003 

EC Consultant : Europcan framework Group 

Constraints and Assumptions 

I. That the Government accepts the fact that h e  
compcnsalion package to he elahorated is to he 
confined lo those who will be directly affected 
by the closure of Chemohyl NPP (i.e. the 
workers and their families). 

Plannlng period : I January - 31 July 1996 

Outputs and Target Dates 

4. Analyses of existing cornpensallon mechanisms 

4.1. Combined rcporl of current Ukralnlan legislation 
and compcnsatlon relating to, among others: 
redundancy; early relircment; re-training; and re- 
locatlon. (3 1.05.96). 

4.2. Social cosl plan (31.05.96). 

4.3. Compensation package for key workers to be 
retained for de-commissioning. (31.05.96). 

Prepared on : I Fehruary 1996 

Agreed Oh]ectlvcs Verifiable Indicators 

4. Analyses of existing compensation packagcs 

Ohieclive 

To enable Ihc Government of Ukrainc claboratc an 
appropriate compensation package for CNPP workers, that 
will take into account the economic realities of the country 
(1.e. no special package that will create a precedence for 
othcr sectors) 

Verifiable indicator 

Compensation plan agreed hy Go\emmcnt. 



,-- 

FORM 1.5. OVERALL OUTPUT PERFORhlANCE 

Page : 1.5. No 5 Cnunlry Ukraine Rojcct Title: Social Impact of closing Chcrnohyl NPP Projecl Number: UK940110101~00? 

EC Consultant : European Framework Group 

Conslraints and Assumptions 

(a) The management of CNPP pcrmlts epeness in the 
debate sunounding the closure of the Plant and 
for workers to be fully informed; 

(b) The authorilics of Slavutich permit full public 
dchate concerning the closure of the CNPP and 
the implications for the population of the city. 

(c) Frce flow of informalion is premitted 

Planning period : 1 January - 31 July 1996 

Oulputs and Target Dates 

5. Information campaigns 

5.1. Report and documentation on the key issues for 
presentation a1 workshop (28.03.96) 

5.2. Agreement upon recommendations (28.03.96) 

5.3. Preliminary information campaign for population 
of Slavutich and workers of CNPP. (31.05.96) 

5.4. Plan for continued Information campaign during 
the lrnplemcnlation of the Action Plan.(30.06.96) 

5.5. Information package concerning Action Plan 
targeted at CNPP workers and the population of 
Slavulich (31.05.96) 

5.6. Information package concerning Action Plan 
targeted at G7 members (3 1.07.96) 

Prepared on : i February 1996 

Apeed Objcctlvcs Verifiable Indicators 

5. Information campaign< 

Oblcctive 

Through analyses and consul~alion with the steering 
committee and intcrcslcd parries prcpare a x t  of 
recommendations concerning public relations and informalion 
dissemination to the populalion of the Slavulich Rcgion. 
nationally and where apprnpriate internalionally. 

Verifiable indicators 

(a) Population of Slavutich and the workers of CNPP 
fully informed of propsals for the Action Plan 
and what it will mean for them. Lleasurahle by 
increased public dchatc and requcsls for 
informationa nad advice. 



FORhI 1.5. OVERALL OUTPUT PERFORhlANCE 

* 
R o j ~ ~ l  Title: Social impact of closing Chcrnobyl NPP 

Planning period : I January - 31 July 19% 

Outputs and Target Dates 

6. Transfer of Communal Services 

6.1. Report on the analyses of the scope of services 
provlded respeclively by CNPP and Slavutich 
(24.04.96) 

6.2. Rccommcndations of al~ernatlve mechanisms to 
effect transfer of selected services and asscts from 
CNPP to local aulhorities (24.04.96) 

6.3. Workshop to present results and 
rccommendatlons. 

6.4. Final draft of recommendations prepared for 
inclusion In Ihe Aclion Plan (31.05.96) 

Country : Ukraine Project Numher: UK94~110101/l3003 

Prepared on : I Fchruary 1996 

Agreed Objectlvcs Verifiable Indicators 

6. Transfer of Communal Services 

Obiective 

Through analyses and consullation with the work group and 
interested panics prepare a set of recommendations 
concerning the potential translcr of and mechanisms lo 
lransfer services lrom CNPP lo the local administration. 

Verifiable lndicalon 

Recommendations approved hy CNPP, Slavutich and relevant 
Government hlinistries. 

Page: 1.5. No 6 

EC Consultant : European Framework Group 

Constraints and Assumptions 

(a) There is active co-operation between the actors at 
the local level and the appropriate Government 
Ministries. 

(b) The process of transfcr does not deviate from 
current Ukrainian policy. 



FORhl 1.5. OVERALL OUTPUT PERFORblANCE 

Page 1.5. No 7 Country : Ukraine Rojecl Title: Social impact of closing Chcmobyl NPP Project Numkr : UK9101m101/80(13 

EC Consultanl : European Fratncwork Group 

Constraints and Assumptions 

I .  That the interested parties, at local and 
Govcmmental level. facililate access lo the 

project team lo all the ncccssary Information. 

Plannlng period : 1 January - 31 July 1996 

Outputs and Targcl Dates 

7. Labour Mobility 

7.1. Comparalive analyses of Ihe level of services and 
Uving standards enjoyed by the population of 
Slavulich, workers at CNPP and selected other 
locations in Lhe Ukraine. 

7.2. Report concernlng employment information 
servlces In Slavullch Region 

7.3. Assessmcnl repon of Ihc potenlial risks of labour 
migration from the safely and economic activity 
aspects 

7.4. Delermlne Ihc levels of projected labour re- 
structuring al CNPP and elements that relate to 
social prolcclion. 

7.5. Presentation workshop 

7.6. Recommendalions for inclusion in action plan. 

Prcparcd on : I February 1996 

Agreed Objeclives Vcrifiahle Indicators 

7. Labour Mobility 

Obiective 

Through analyses and consultation with Ihe work group and 
inlerested parties prepare a set of tccommcndations 
concerning Ihe issues of labour mobilily. 

Verifiable Indicators 

Repon on findings accepted by stccring committcc. 



FORhl 1.5. OVERALL OUTPUT PERFOR\L\(ANCE 

Page : 1.5. No R Cnunlry : Ukraine Project Title: Social Impact of closlng Chcrnohyl NPP Projccl Numher : UK9401X)lOI/B0n3 

EC Consultant : Eurnpcan Framework Group 

Constraints and Assumptions 

1. CNPP and Slavulich authorities perrnll project 
lcam acccss lo workers and population in order 
lo conduct the survey. 

Planning period : 1 January - 31 July 1996 

Outpuls and Target Dates 

8. Psychological attitudes 

8.1 Report on atliludinal survey of workers of CNPP 
and the populallon 01 the Slavutlch Region. 

8.2. Set of rccommendallons for prcsenlallon at 
workshop 

8.3. Recommendalions adapted for Inclusion in Action 
Plan 

Prepared on : I Fehmary 1996 

Agreed Ohjcclives Verifiable Indicators 

8. Psychological attitudes. 

Obieclive 

Through analyses and consultation with the work group and 
inlcrested panics prepare a set of recommenda~ions on how 
to address the psychological Issue of the ppulalion of the 
Region. 

Verifiahlc Indicators 

Rcpon and recommcnda!ions agreed hy stcering commilrcc 



FORhl I .5. OVERALL OUTPUT PERFORhlANCE 

Page: 1.5. No 9 Country : Ukraine Project Title: Social Impact of closlng Chcmohyl NPP Projcct Number : UK9401/01011B003 

EC Consultant : European Framework Group 

Constraints and Assumptions 

I. Appropriate staff at local and ccntral Govemment 
level arc made avaiiahle to participate in the 
training. 

2. Adcquatc funding is made available by the EU 
and US for trainng abroad. 

Planning period : I January - 31 July 1996 

Outputs and Target Dates 

9. Establishment of core team of local expcrls lo elaborate 
and Implement the Action Plan 

Workshops conducted 

9.1. Planning 

9.2. Small scale industry 

Legislative environment 

9.3. Reorlentatlon of Labour market 30.03.96 

9.4. Project planning, feasibility studies. Regional 
dcvelopmcnt,human resource management, Initial 
discussion on the preparation of Action Plan. 

15.05.96 

9.5. Dcvelopmcnt of local consulting capacity, 
preparation of the Action Plan 15.06.96 

9.6. Presentatlon of the Action Plan and 40 additional 
ofilcials and expcrls who will be Involved in the 
Implementation of the Action Plan given 
preliminary Iralning. 13.07.96 

Tralnlnp, abroad 

9.7 Ten local experls (local authority. Government 
and CNPP officials) through an action learning 
programme abroad, capable of providing inputs lo 
elaborate the Action Plan and to train others and 
provide advice In its Implcmcntation. 17.05.96 

Prepared on : I February 1996 

Agreed Ohjcctivcs Vcriliahlc Indicators 

9. Establishment of core team of local expcns lo elaborate 
and implement the Action Plan. 

Obiectivc 

Through a series of workshops and training ahroad. dcvclop 
a core team of experts to jointly uith the EU and US 
elaborate the Action Plan. 

Verifiable indicaton 

U p n  the acceptance of the Action Plan the I ~ a l  expcn learn 
will be capable of implementing its main components. 



1.5. OVERALL OUTPUT PERFORhlANCE 

Project Title: Social impact of closing Chcrnohyl Rnjcct Number : UK940111)10i1803 Country : Ukraine Page 1.5. No 10 

Planning perlod : I January - 31 July 1996 Prepared on : I Fehruary 1996 EC Consultant : Europcan Framcwork Group 

Outputs and Target Dates Agreed Objcctivcs Verifiable Indicators Constraints and Assumptions 

10. Elaboration of Action Plan to address the s a i a l  10. Elaboration of Ac~ion Plan to address the social 
impact of closing Chernobyl NPP Impad of closing Chemohyl NPP. I. That all surveys and rcports lo be incorporated 

Into the Action Plan arc completed on time. 
10.1. Preliminary synthcses of surveys undcrlaken and Ohiective 

reports prepared (30.a1.96) 2. That lhcre is limitcd conflict 01 intcrcsl between 
A comprehensive Action Plan to address Ihc sncial inlpact of local levcl pcrccpticlns of how the main thrust of 

10.2. Outline Action Plan (prepared with participants of closing Chcrnobyl NPP, taking into due consideration: the Ihe Action Plan should evolve and those of 
training programme abroad). (17.05.96) employmenl requirements of owcr componenls of the G7 - Govcmmcnt. 

Ukrainc Memorandum; local economic and cmplogmcnt 
10.3. First draft of Action Plan (7.06.96) development: compensation; and re-training. 

10.4. Penultimate Action Plan (30.06.96) Verifiable indicator 

Penultimale Action Plan agreed hy the Stccring Commitlee 



1.5. OVERALL OUTPUT PERFORhlANCE 

Project Title: Social impact of closing Chernobyl 

Plannlng pcrlod : 1 J a n u q  - 31 July 1996 

Oulputs and Target Dates 

11. Negotiation of Action Plan to address the social 
impacl of closing Chemobyl NPP 

11.1. Edited version of Penultimate Action Plan agreed 
by Ihc Sleering Committee (19.07.96) 

11.2. Distribution of Action Plan lo Government and 
G7  (26.07.96) 

11.3. Agreement betwecn the Governmenl and G7 
concerning the Action Plan lo address the soclal 
impact of closing Chernobyl NPP (30.09.96). 

T o  be undertaken at a political level. The 
Contractors are not expccted to be involved in 
these negotiations. 

Project Number : UK9401m1011DOn3 

Prepared on : I February 1996 

Agreed Objectives Verifiable Indicators 

I I. Negotiation of Action Plan lo address the social 
Impact of closing Chcrnohyl NPP 

Obiectivc 

An Acllon Plan agrccd u p n  by Ihe Ukrainian Govcrnmcnl 
and G7  as  conforming uilh the hlcmorandum. 

Veriliable Indicator 

Acllon Plan signed by the Ukrainian Govcrnment and G7. 

Country : Ukraine Page 1.5. No l l 

EC Consultanl : European Framework Group 

Conslraints and Assumptions 

I.  That condilionality rclaling to funding of the 
othcr Compncnts  nl Memorandum do not 
influence the evaluation of the Action Plan. 

2 .  That there are diflcrcnccs in pcrception at 
diffcrcnt levels of Government as  lo what thc 
Action Plan should contain. 



FORM 1.6. PLAN OF OPERATIONS FOR TIIE NEST PERIOD 

11 hojalst Title: Soc1.l Impact of dosing CNPP Project numbcr: UK9401K)IOllB003 Country: Ukraine Page: 1.6. No 1 II 

I TIME FRAhfE I INPUTS 11 

Planning Period: I January - 31 July 1996 

Rojccl Objectives : Action Plan lo address the social impact of closing Chcrnohyl NPP 

Prepared on: EC Consultant: European Framework Group 



FORM 1.6. PLAN OF OPERATIONS FOR TllE NEXT PERIOD 

Project Tilie: Social impact of closing Chemoby NPP 

Planning Period: 1 January - 31 July 1996 
Project Number: UK9401/0101/B003 

Prepared on: 1 February 1996 

Project Objectives : Action Plan to address the social impact of closing Chernobyl tlPp 

Country: Ukraine Page: 1.6. No 2 

No 

2. 

2.1. 

2.2. 

EC Consultant: European Framework Group 

MAIN ACTIVITIES 

HUH&N RESOURCE SURVEY 

Labour Market 

2.1.1. Design survey 
2.1.2. Conduct pilot survey 
2.1.3. Adjust and approve final version 
2.1.4. Conduct survey 
2.1.5. Analyse results 
2.1.6. Prepare report 
2.1.7. Incorporate into Action Plan 

Survey of CNPP workers 

2.2.1. Design survey 
2.2.2. Approve final version 
2.2.3. Conduct survey 
2.2.4. Analyse results 
2.2.5. Prepare report 
2.2.6. Incorporate into Action Plan 

TIME FRME 

January - July 1996 Other 

Jul Jan 

xx 

x 

Equipment 
and 
Material 

INPUTS 

Personnel 

Feb 

xx 
xx 

x 

INT 
days 

BBC 
BBC 
BBC 
BBC 
BBC 

4 

BBC 
BBC 

4 

Local 
w l m  

Mar 

xx 

xx 
M 
x 

x 

Apr 

xx 
M 

x 

x 
x 
x 

May 

xx 

Jun 

x 





FORM 1.6. PLAN OF OPERATIONS FOR TllE NEXT PERIOD 

Project Title: Soclal impact of closing Chernobyl NPP 

Planning Perlod: 1 January - 31 July 1996 

Country: Project Nurnbcr: 

Prepared on: 

Page: 4 

Project Objcctlves : 

EC Con~ulrant: 

No 

4. 

4. I. 

BK 

MPUTS MAINACTIVITIES 

ANALYSIS OF EXISTING LEGISLATION 
RELATING TO COMPENSATION 

4.1.1. Agree upon areas of legislalion lo be 
examined. 

4.1.2. Conducl research In collaborallon with 
relevant Government Ministries 

4.1.3. Prepare report with recornrnendallons 
4.1.4. Incorporate into Action Plan 

Pcnonncl 

US 
US 

US 
US 
4 

TIME FRAME 

January - July 19% Equipmenl 
and Material 

Jul 

Other 

Jan hlar 

I 

- 

Fcb Apr 

- 
- -I 

hlay 

+-. 

- 

Jun 

-- 



FORM 1.6. PLAN OF OPERATIONS FOR TIiE NEXT PERIOD 

Rojcct Title: Social impact of cioslng Chcmobyl NPP 

Planning Period: I January - 31 July 1996 

Country: Project Numbcr: 

Prepared on: 

Page: 5 

Project ObJectlves : Action Plan lo address the social impact of closing Chcmobyl NPP 

EC Consultant: 

No 

5. 

5.1. 

INPUTS MAIN ACTIVITIES 

INFORMATION CAMPAIGNS 

5.1.1. Analyse existing forms of disseminating 
information. 

5.1.2. Prepare a report and documentation on the 
key Issues for presenlatlon at workshop 

5.1.3. Secure agreement upon recommendations 
5.1.4. Prepare preliminary information campaign 

for population of Slavutich and workers of 
CNPP. 

5.1.5. Conduct trial campaign 
5.1.6. Dcvelop plan for continued information 

campaign during the irnplcmentation of the 
Action Plan. 

Other 

3xEU-Kiev 

Equipment 
and Material 

Printing Adio 
visual SUB- 
contract 

TIME FRAME 

January - July 1996 Personnel 

INT 
days 

43 

Local 
wlm 

4 

Jan 

- 
Apr 

- 
- 

Fcb hlay 

.- 

-- 

hfar 

- CI 

Jun 

. 
- -- 

Jui 

- 



FORM 1.6. PLAN OF OPERATIONS FOR THE NEXT PERIOI) 

Pagc: I .h. No 6 Counlry: Ukraine 
- 

Rojecl Ti~le: Social impact of closing Chcmohyl NPP Project Number: UK9401/010118003 

EC Consullanl: European Framework Group Planning Period: I January - 31 July 1996 Prepared on: I February 1996 

Project Objectives : Action Plan to addrcss the social impact of closing Chernobyl NPP 

No 

6. 

6.1. 

INPUTS MAIN ACTIVITIES 

ANALYSES OF TRANSFER OF COMMUNAL 
SERVICES FROM CNPP TO SLAVUTICH 

6.1 .I. Conduct analyses of existing services 
provided rcspectivcly by CNPP and 
Slavutich. 

6.1.2. Prepare report on the analyses and rccom- 
mendations of alternative mechanisms to 
effect Lransfer of selected services and assets 
from CNPP to local authorities. 

6.1.3. Present repon lo Steering Commitlee 
6.1.4. Prcparc final draft of recommendations for 

Inclusion in the Action Plan 

TIME FRAME 

January - July 19% Olhcr 

Local 
transpod 

Fquiprncnt 
and Material 

Prinling 

Translation 

Jul 

Pcrsonncl 

INT 
days 

7 

Jun Local 
wlm 

I 

hfay Jan Feb 

. .  ' 

-. 

hfar Apr 
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Project Objectives : Action Plan to address the social Impact of closing Chernobyl NPP 

No 

7. 

7.1. 

MAIN ACllVITlES 

LABOUR MOBILITY SURVEY 

7.1.1. Conduct a comparative analyses of the level 
of scrviccs and living standards enjoycd by 
Lhc population of Slavutich, workcrs at 
CNPP and sclccted other locations in Lhe 
Ukraine 

7.1.2. Prepare repon concerning employmcnt 
information services in Slavutich Region 

7.1.3. Prcpare report on assessment of the potential 
rlsks of labour migration from the safety 
and cconomlc activity aspects 

7.1.4. Conduct analyscs of the levcls of projected 
labour re-strucluring at CNPP and elcmcnls 
that relate to social protection. 

7.1.5. Prepare report for dislribulion and 
prcscntation at workshop 

7.1.6. Incorporate rccommendatlons Into actlon 
plan. 

TIME FRAME 

January - July 1996 Other 

Local 
Transport 

Jul Jan 

Equipment 
and Material 

Translation 
printing 

INPUTS 

Pcnonncl 

INT 
days 

10 

4 

Fcb Local 
wlm 

I 

hlar Apr 

- 
- 
- 

hlay 

- 
- -- 

- 

Jun 

3 

- 
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No 

8. 

INPUTS MAINACIlVmES 

PSYCHOLOGICAL ATlTIZlDES SURVEY 

8.1.1. Design survey to establish psychological 
attitudes of the populauon 01 the Region. 

8.1.2. Agree on structure and methodology for 
undertaking the survey 

8.1.3. Conduct survey 
8.1.4. Analyse results and prepare report. 
8.1.5. Present resulls to Steering Committee 
8.1.6. Incorporate recommendations Into Action 

Plan 

Personnel Equipment 
and Material 

Printing 
Translation 

INT 
days 

5 

US 

TIME FRAME 

January - July 19% Other 

Local 
wlm 

Jan Feb hlar 

-. 

Apr 

-- 
- 

hlay 

- - .  

fun Jul 
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Project 

No 

9. 

9.1. 

9.2. 

9.3. 

Objectives : Actlon Plan lo address the social impacl of closing 

MAIN ACTIVITIES 

DEVELOPMENT OF CORETEAM TO ELABORATE 
AND IMPLEMENT THE ACTION PLAN. 

Workshop 1 - Planning meeting 

NB esch monthly report will contain an update on 
developments relating to other components of the 
Memorandum 

Workshop 2 - SME Development and legislation 
(date to be determined) 

9.2.1. Prepare monthly report 
9.2.2. Prepare documenla~ion and 

trainlng guides 
9.2.3. Translate 
9.2.4. Implement workshop 
9.2.5. Prepare report 

Workshop 3 - Human Resource Management 
and Re-orlentatlon of Labour 
Market. 
(26 - 28 March '96) 

9.3.1. Reparc monthly report 
9.3.2. Prepare documentauon and 

(raining guides. 
9.3.3. Translate 
9.3.4. Implement workshop 
9.3.5. Report 

Olhcr 

Local 
transport 
18 days per 
diem Kiev 
3x EU-Kiev 

Loc a1 
transport 
18 days per 
diem Kiev 
3xEU-Kiev 

Local 
transport 
18 days per 
diem Kicv 
3xEU-Kiev 

Chernobyl NPP 

TlME FRAME 

January - July 1996 Equipment 
and Material 

lilre of 
facililies inter.. 
Adio visual ... 

AS 

9.1 

As 9.1 
Br.+BBCxUS 
input 

INPUTS 

Personnel 

INT 
days 

12 

12 

I2 

Local 
wlm 

0.5 

0.5 

0.5 

Jun Jul Apr 

- 
- 

- - - <  

Mar 

. 

- 

-. 

- 
c 

L 

Jan 

-, 

hfay 

.. 

Feb 

- 
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ProJect 

No 

9 
cont. 

9.4. 

9.5. 

9.6. 

Objectlvcs : Actlon Plan to address the social Impact of closing 

MAINALTIVlTlES 

DEVELOPMENT OF CORE TEAM TO ELABORATE 
AND IMPLEMENT THE ACnON PLAN 

Workshop 4 - ProJcct design. feasibility studies 
to be ....... 

9.4.1. Preparc monthly repon 
9.4.2. Prepare documentation and 

training guides 
9.4.3. Translate 
9.4.4 Implement workshop 
9.4.5. Prepare report 

Workshop 5 - Consultancy and advisory services 
development 
(21-28 June '96) 

9.5.1. Rcparc monlhly report 
9.5.2. Prepare documentation and 

training guides. 
9.5.3. Translate 
9.5.4. Implement workshop 
9.5.5. Report 

Workshop 6 - Presentation of Action Plan 
(9-1 1 July 1996) 

Other 

3xEU-Kiev 
18 days per 
diem Local 
Transport 

3xEU-Kiev 
18 days per 
diem Local 
Transporl 

3xeu-Kiev 
I8 days pcr 
diem Local 
transport 

Chernobyl NPP 

TIME FRAME 

January - July 1996 Equipment 
and Material 

Ditto 

Ditto 

Ditto 

INPUTS 

Penonncl 

INT 
days 

12 

12 

10 

Jul 

- 
- 

Local 
wlm 

0.5 

0.5 

1 

Apr 

- 

hlar Jan Feb hlay 

- 

- 
c - 

Jun 

-. - 
LI - 
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No 

9 
cont. 

9.7. 

MAIN ACTIVITIES 

DEVELOPMENT OF CORE TEAM TO ELABORATE 
AND IMPLEMENT THE ACnON PLAN 

Training abroad (See annex I) 

9.7.1. Identify potential candidates 
9.7.2. Selcct candidates on the basis of components 

to be Included in Action Plan 
9.7.3. Design mining programme to develop 

expertise related to the various components 
of the Action Plan. 

9.7.4. Prepare brief for inslruclors 
9.7.5. Compile compendium of surveys conductcd 

during project. 
9.7.6. Prepare prc training briefing package for 

participants 
9.7.7. Identify and agree with hosts for study visits 
9.7.8. Conduct training (two weeks) (20-3115) 
9.7.9. EvaluaUon 

TihiE FRAhfE 

January - July 19% 

INPUTS 

Pcnonncl 

4 

2 

) 
1 
) 
) 
)3 1 
1 
1 
1 

Jan 

Equipment 
and hlalcriai 

Training prog 
costs 

Jun 

. . - 

Other 

2xEU-Kiev 

Jul Feb hiar 

--. 

Apr 

C b 

C ,  

-. 

hlay 

.r 

- -- 
- 
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No 

10. 

10.1. 

10.2. 

10.3. 

10.4. 

MAIN ACTIVITIES 

ELABORATION OF ACTION PLAN 

10.1.1. Compile preliminary syntheses of surveys 
undertaken and reports prepared. 

10.1.2. Distribute to Steering Cornmiltee for 
comments. 

10.2.1. Prepare Outline Action Plan (prepared with 
panicipants of training programme abroad). 

10.2.2. Distrlbule lo Steering Committee for 
comments 

10.2.3. Incorporate comments into Action Plan 

10.3.1. Prepare lint draft of Action Plan 
10.3.2. Dlslribute to Steering Comrnittw for 

comments 
10.3.3. Incorporate comments into Penultimate Draft 

10.4.1. Prepare penultimate Action Plan 
10.4.2. dlstrtbute to Steering Committee for 

comments 
10.4.3. Finalise penultimate draft 
10.4.4. Actlon Plan presentallon workshop. 

Other 

3xKiev-EU 
or Vice 

TIME FRAME 

January - July 1996 Equipment 
and Material 

Prionting costs 

Transalation 

tlirc af 

INPUTS 

Personnel 

INT 
days 

35 

Jul 

.. 
c - 
- - 

Local 
wlm 

2 

Jan hlay 

- 
. . 

-r 

- .  

Jun 

- - _  
- 

c 

. 

Feb hlar Apr 

* .  



Breakdown of prices 





Flights EU- Ukr return 3 2 
Internal EU IGVA-BRU. GVA-LIIR. GVA-CPlI, BRU-TUR) ' relurn 13 
Insurances 
Reproduction costs 
Courier costs 

TOTAL PART 11 

TOTAL PART I + PART I1 

days 170 
EP* I I 
"eP" 33 



ANNEX A 

TERMS OF REFERENCE 



i 1. Project Background. 

@ 
The magnitude of the social and regional consequences of closure 

I 

An agreement reached at the G7 meeting of JuIy 1994 includes provisions for particular 
attention to be paid to social issues arising fiom the closure of the ChernobyI Nuclear Power 
Plant (CNPP). There is, of course, considerable concern with respect to social, local labour 
market and regional issues that would arise following the closure of the CNPP. 

7%- concerns should be seen in the broader context of rising unemployment and a decline in 
living standards that is occurring as a result of the structural adjustment process the Uhaine is 
currently undergoing. Indeed, between 1991 and 1994 the economy of the Ukraine went into 
a state of hyper stagflation with a combination of dramatic economic decline and an inflation 
rate that reached 10,000 in 1993. Ln 1992 the cost of social protection was put at some 44% 
of GDP, with over half the population in receipt of cash benefits such as pensions, disability 
allowances and family supplements. Poverty is already widespread and severe and open 
unemployment is predicted to rise considerably in the near future. The Guvernment aims to 
develop measures to decrease the level of mass unemployment resulting fiom major enterprise 
restructuring and to reform the social protection system to provide a minimum level of wages, 
pensions, housing and other social benefits. 

Ln December 1994 the EU and USA undertook a joint fact finding mission to the Ulaaine that 
had the specific terms of reference to examine the social consequences of closing CNPP. 
During this mission the potential magnitude of the social consequences were assessed, against 
the general socio-economic background of the country as outlined above. 

The remaining active workforce at the CNPP is put at some 5,000. The city of SIavutich, 
which houses the totality of this workforce plus their families, has a population of some 
30,000. In addition to the economically active in the city, some 25% of the population are 
under 16 years and there is also a high percentage of pensioners. The city shows a mono- 
industrial structure based almost entirely on the economic activities of the CWP. Other 
industries and services in the region are largely auxilliary to the CNPP. There are some 
existing small businesses, currently empIoying around 1,000 people. In addition, some 1,000 
individuals work in the medical services and 700 in the shelter project at the plant. 

The-workforce of the CNPP is made up of a large number of highly qud3ed workers 
including scientists and researchers. Some 33% is of Russian origin. Many of the present 
workforce has lived through the consequences after the 1986 disaster. The number of young 
people wishing to enter this branch of industry is decreasing and efforts to attract new workers 
to the pIant are influenced by considerations for family and children. A complex issue also for 
the CNPP is the dependence upon highly qualified technical personnel for its safe operation. It 
is dficuIt to replace operators because of the reduced entry into the field of study. 



Social and employment developments since 1986 

Since the 1986 disaster, the social and employment developments may be traced. The 
immediate post catastrophe measures were as follows. A sfiift system of operation was 
introduced, with fortnightly rotations. The government supplied personnel with apartments in 
Kiev and a camp was built for purposes of work on the repairs to the plant. In parallel, the 
decision was taken to construct the city of Slavutich for those working at CNPP. The shift 
system of rotating workers from Kiev to the plant every two weeks was eventually rejected by 
the personnel. 

Given the fact that legislation does not permit registration at two addresses, certain personnel 
preferred to move to Slavutich. However, some 90 percent of the original personnel chose 
not to return to Iive there and work at the plant. As a result the CNPP had to search for new 
personnel. Over a 2 to 3 year period the CNPP selected and trained new staff.. W e  many 
of the new personnel at the plant were unhappy about the fact that they were working in the 
place of those who had been dismissed, in order to retain the personnel the management 
placed considerable emphasis upon the positive prospects of working at the plant and of living 
in the pleasant surroundings. The town of Slavutich was specifically developed after 1986 
with spacious houses and high-quality living standards, it was labelled the city of the 21st 
century. The new personnel were convinced that they would have work until retirement. 

In 1992, two years after the new personnel arrived at Chernobyl, No 2 reactor caught fire. In 
1993 the Ukrainian Parliament adopted a Decision to close the plant. Following the Decision 
by Parliament, personnel received notice that the plant would close within five years and that 
they would be dismissed. This created a sense of hstration and low work morale among the 
newly anived personnel and over the past two years the situation would appear to have 
deteriorated. . Since I993 some 25 % of the highly qualified personnel has left CNPP - a 
specific type of personnel usually requiring ten years of training. The plant has receivd few 
new young workers and in general there has been little incentive for training in this sector. 

In late 1993 Parliament reversed the Decision to close the plant. Since then the management 
has been attempting to stabilise the situation. Although the rate of departure of the personnel 
has slowed down, there is a general climate of insecurity surrounding future prospects. A large 
number of those who have already left have moved to Russia. There is concern that the 
combination of uncertainty about the future of the plant and higher salaries in the Russian 
Federation may lead to fbrther departures, particularly given the high percentage of Russians 
constituting the worMbrce at Chernobyl. Some concrete actions that would improve the 
working c l i i t e  and stability at the plant should be cansidered. In May 1995, the decision 
was taken by the Ukraine to close Chernobyl by the year 2000. 

h to social policies for the region, there is a Ministry of Chernobyl and a Chernobyl Fund 
which makes up part of the socid security system. An estimated 5% of the national budget is 
used to solve the problems of Chernobyl.The Chernobyl Commission of the Ukrainian 
Parliament (CCUP) has established a special team to deal with the issue of closure of CNPP. 
The CCUP has stressed the need to address the social aspects in the plan of action. 



Anticipated social and regional impact of dosure 

0 The closure of the CNPP will not just affect the 5,000 workers at the plant itself but wilI have 
an impact on d 30,000 inhabitants of Slavutich, who are dependent on the plant in one way 
or another. Any plan to cushion this global impact will have to take account both of the social 
impact on the individuals and the impact on the local and regional Iabour markets. Firstly, 
the age and qualifications structure of the workforce at the plant will have to be ascertained in 
order that categories of individuals may be determined. This wilI h i w g h t  the possibilities for 
early retirement, retraining, redeployment and transfer etc. and should lead to the 
development of a social plan for the worHorce Secondly, active Iabour market policies 
would have to be pursued in order to stimulate job creation and alternative economic activity, 
and also to address the issue of mobility. 

Considerahon must be given first of alI to the anticipated Iabour needs of decommissioning the 
CNPP. Experience in Europe shows that efforts wouId require large numbers of personnel for 
dismantling, health and safety, maintenance etc. Of course the skiIls needs of these activities 
may require some retraining of the woruorce, nonetheIess si@cant numbers of workers 
would be required over a lengthy period of time after closure. 

As to the excess workers, it must be recalled that much of the woruorce at the CNPP is 
highly qualified. There may be the possibility of establishing a research and technology centre 
in Slavutich in order to develop and transfer expertise and deal with research into important 
issues such as waste treament. An EU TACIS study on waste treatment will aim also to 
identify the voIume of labour required for this activity. Other possibilities include the 
development of new technologies such as laser production for example. 

Other immediate possibiIities in the local region for economic development must be assessed 
M y .  Small-scale industry exists in the field of eIectronics, hrniture and clothing but the 
absorption capacity of such activities would need addressing. Activities both for attracting 
inward investment and stimulating indigenous activity would be necessary. Further activities' 
must focus on addresssing the mismatching of skills to demand or anticipated demand. As to 
mobility, the rigidity of the housing market in the Ukraine, the Iack of opportunities elsewhere 
and the relative comfort of life in the region would no doubt hamper this. 

In the light of the above, it is deemed necessary to ascertain the social and regional impact of 
the closure of the CNPP and prepare for the measures required to cushion this impact as far as 
possible. 

To this end, it is intended to estabIish a joint working group composed of individuds fiom the 
Ukraine, the EU and the USA The mandate of the w o r b g  group will be to elaborate an 
appropriate series of social measures to accompany the consequences of closure. The tasks 
will focus on : 



! 

the establishment of a social plan for alI workers at the CNPP, to be reached ideally through 

a l a process of information, consultation and consensus with representatives of the worldorce 

elaboration of passive and active mechanisms to compensate redundant employees; 

special mechanisms to retain experts during the de-commissioning of the CNPP; 

local economic and employment initiatives for the city of Slavutich and the region; 

administrative structures for impIernentation of all mechanisms 

a feasibility study to establish a nuclear research facility (to inciude possibility of nuclear 
disaster task force) to be placed in SIavutich. 

The working group will be made up of four local experts, five EU experts* and one US 
expert. 
*two of which to be financed under a separate EU project. 

3 Project Beneficiary 

It is anticipated that the counterpart of the project, subject to agreement, would be the 
President's Office. A steering committee, comprised of senior officials drawn fiom 
appropriate ministries and state committees, wilI be estabIished to oversee the work of the 
w o r h g  goup. The work will be implemented in such a manner that there will maximum 
inputs Eom the Ukrainian side in order to arrive at an effective closure package. 

4 Project Objectives 

4.1. Long-term objective 

The implementation of an agreement to close ChernobyI Nuclear Power Plant with due 
consideration for Ukrainian energy requirements, safety during the decommissioning phase 
and the social impIications for those affected by its closure or conversion. 

4.2. Immediate objectives 

Through the establishment of a working group consisting of representatives of the various 
interested parties in the LJhaine and appropriate experts £?om the G7, in particular the EU, to 
elaborate: 

(a) a "package" aimed at alleviating the major social consequences of closing Chernobyl 
Nuclear Power Plant 
@) an appropriate structure to administer the initiatives contained in the closure package. 



5 Project activities 

, 5.1 Assessment 
I 

I 

An updated assessment of the situation will be carried out in the first month of activity. This 
will confirm commitment to the proposed action. The local experts to participate in the joint 
working g o u p  will be particularly active during this phase. 

5.2 Establishment of Steering Committee 

The Ukrainian steering committee composed of high level Ministry officials, management and 
employees of the CNPP and local authorities of Slawtich will be established in the first month 
of activity. 

5.3. Expefiise input 

The experts of the working group ivill provide input through a range of means, including 
workshops, one-to-one advice and study tour exposure. 

It is anticipated that a series of workshops will be conducted, of a two day duration at 
intervals of 4-6 weeks. They will be attended by the steering committee, local and 
international experts. The workshops will address specific issues associated with the social 
impact of closure and issues of mass lay-offs in general. Moreover, the workshops will 
comment on the studies, analyses and recommendations of the team of experts; and elaborate 
soIutions to specilic problematic issues identified by the experts. 

The workshops will be complemented by a study tour to the EU andlor USA for members of 
the Steering Committee. The study tour will be planned to incorporate visits to areas which 
have suffered mass Iay-offs andfor regions that have experienced the impact of conversion (i.e. 
closure of a nuclear plant or conversion fiom military to civilian production). 

The team leader of the working group wiIl co-ordinate with local technical experts dealing 
with specific technical issues relating to the closure, for example manning levels for 
decommissioning. Furthermore, the team leader will prepare reports for distribution to G7 
after-each workshop. The team leader will also elaborate preliminary project outlines and 
budgets for discussions with potential G7 donors. These preliminary project outlines will be a 
natural outcome of on-going andyses and the workshops. 

5.4 Coordination with other EU activities 

In parallel to this activity, the EU is to finance the development and strengthening of an 
employment service in the city of Slavutich. This will provide for trained and motivated 
briefed on the social plan measures as decided and ready to provide advice, counselling etc to 
redundant workers from the CNPP and other affected individuaIs in Slavutich. This activity 



a ! may be strengthened also by the establishment of a Business Development Agency to attract 
inward investment and an SME information service to provide advice to entrepreneurs. 

! The activities of the working group must be well coordinated with those of the other EU 
projects. To this end, two local experts and two EU experts fiom the above activity will 
equally join the working group. The latter, experts in the establishment of soda1 plans and in 
local economic reconversion respectively wiIl participate for lmm each In addition, the team 
leader of the EU employment project wiII act as adviser to the working group. 

Active coordination with projects in the nuclear saftey are will also be ensured. 

6. Input of EU experts 
I 

6.1. Team leader (5mm) 

Collaborate with local experts in developing appropriate solutions to problems associated 
with the social impact of closure 
Analyse current structures in the Ukraine for providing compensation 
Plan, manage and a d  as facilitator at several workshops 
Prepare reports of workshops 
Prepare consolidated reports of analyses and studies for distribution to EU and its relevant 
Directorates, and the G7 where necessary 
Conduct meetings with relevant interested parties in the Ukraine 
Prepare preliminary project outlines for discussion with G7 member countries 
Prepare relevant background materids for EU - G7 discussions 
Advise on and ensure full coordination of the preparation of the social measures to be 
recommended for inclusion in the draft closure plan 
Undertake missions to Brussels and where appropriate to G7 countries 
Ensure coordination, management and quality control of experts inputs 
Ensure fill and effective coordination with other EU activities 

6.2. Technical expert - Project direction (2mm) 

Advise and assist in selecting topics for workshops 
Act as technical facilitator to workshops 
Plan and manage study tour of steering committee 
Ensure coherent and coordinated overall project direction 



6.3. Technical expert - Public relations and information material (Zrnm) 
I a Assist Ukrainian counterparts in preparing information and sensitisation material related to 

the activities of the working group 
Prepare information materials for general distribution in G7 and in particular the EU in 
general on the progress of the activities of the working group. 

6.4. Local experts (four for Smm each) 

Prepare studies and analyses of the positions of the various interested parties in the 
Ukraine 
Conduct studies to identify alternative economic and employment development strategies 
following closure 
Conduct re-training needs analyses 
Provide inputs to workshops 
Brief individual members of the steering committee on a continuous basis. 
Assist fonnulate social plan and accompanying measures 
Assist with implementation of measures 
Liaise closely with local experts and EU experts on EU empIoyment project 

6.5 Other expertise input 

In addition to this EU financed project, it is anticipated that an expert in local labour market 
development fiom the USA will be part of this working group. His input will be to assess 
local possibilities for economic development. 

Moreover, two experts fiom the EU's other project activity to establish an employment service 
in Slavutich will join the working group each for 1 mm. The experts will input in the area of 
social plan development and local economic development. The measures drawn up as a result 
of the working group input wiu be irnpIemented in part by the staff  of the employment service. 
As such, fuIl &d effective coordination is necessary between all experts a&e in the area. 

I I 

'-- 6.7. Interpretation, transIation, secretarial input, support for local workshops, focal 
transportation, documentation and printing etc, - 

To be provided under EU budget 

6.8 Study tour 

An appropriate study tour for some 15 participants should be developed. 

6.9 Travel 

This is to be provided for all members of the EU team fiom the EU budget 



1 
7. Timetable 

It is anticipated that work of the working group will be completed by 3 1 January 1996. An 
elaborate worblan should be drawn up with inclusion of the mrn of expertise to be provided , 
by expens working under the EU employment project. 

I 

8. Equipment 

No equipment will be provided under this project 
! 

I 
10 Reporting 

Repons will be prepared in En Jish afker I month and 3 months and on completion of the 
project. They will be sent to the Task Manager, the EU Delegation and the CU in Kiev. 
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EUROPEAN COMMISSION 
DIRECIORAm CEVfRAL lA 
EXTERNAL REIAnONS I E m p c  .ad fk New 
bdcpendmt Smtq Cammaa Fa* aod S- 
PaBq aod J h t d  hlhslmm 

CONTRACT WITH ANNEXES 



I 
; dangroup International Consulting Engineers 13 Planners 4'5 

Gran~koven 6 - DK-26W Glostrup Denmark Phone +45 43 43 30 55 Telex 33472 cabrop dk Fax +45 43 43 30 7C 

AFTALE 

Carl Bro Management 
............................................................................................................ accepterer hermed at overtage, 
jvf. 5 4 og 10 af Dangroup-Samarbejdsafralen af den 17. august 1995, det fulde faglige og 
gkonomiske ansvar for gennemf~relsen af folgende opgave, kontraheret i Dangroup's naw: 

Kontrakt: 
Joint EU - US working group for social impact of ................................................................................................................................. 
Chernobyl closure ................................................................................................................................. 

The European Commission ............................................................................................................................. KEent: 

..................................................... den 
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THE EUROPEAN CO-S represented by the EUROPEAN COMMISSION, for its 
part represented by Mr. H. Mmgrelli, ading Head of Unit WC17 

hereinafter referred to as the Contrading Party, 

and 

EUROPEAN FRAMEWORK GROUP DEVELOPMENT CONSULTANTS 

with its registered office at 

Rue Montoyer 63 
B-1040 Brussels 

represented by Mr. Paul HE. van der Kam, Managing Director 

hereinafter referred to as the Contractor, 

It is agreed within the context of the European Communities TACIS Programme to provide 
services as follows : 

Article I (Annex E General Conditions (GC): 8-16) 

OBLIGAnONS OF THE CONTRACTOR 

1. This Contract has the objedive to provide professional and operational support in 
accordance with the annexed Terms of Reference and the Contractor's corresponding tender. 
To this eEa the Contractor shall carry out the tasks described in the Terms of Reference 
(Annex A) (hereinafter referred to as the "Services") in accordance with the terms of this 
Contract and its Annexes. 

2. The Contractor shalI assume technical responsibility and general supervision for the tasks 
s p e d e d  in Annex A 

DURATION OF THE CONTRACT 

1. The contract will come into force as of the date of its signature by both Parties. 

2. The Contrador shall start the implementation of the tasks provided for under the present 
contrad within two weeks from the &&ve date of the contract. 
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3. The Contrador shall complete the implementation of the tasks provided for under the present 
contract within five months from the effective date of the contract. 

1 
Article 3 (GC: 17, 18) 

PERSONNEL 
I 

1. The Contractor shall make available the personnel whose names, qualifications and 
experience are listed in Annex C to carry out the services and spedfic tasks assigned to them. 

I In case of non-availability of a listed person for duly justified reason the Contrador may I propose a qualified replament to the Contrading Party. 

j Article 4 (GC: 2, 19) 
ADDRESSES 

I 
i Reports and all other communications between the Contrading Party and the Contractor shall 

be sent to the following addresses in the English language, if not specified differently in Annex 
A-Terms of Reference : 

For the Contradinsz Partv: 

A) Reports and cammunications shall be sent to: 
The European Commission 
Directorate-General IA 
External Relations 

88, Rue d' Arlon 
B - 1040 Brussels 
TACIS W C i 3  Am. : Mrs. D. Marshall 
Tel : -H-32 2 2963377 Fax : t t 3 2  2 2950680 

B) Invoices and other communications concerning payments shall be sent to: 

TACIS WCff  h. Mr Rudi Mathijs (same address as above) 
Tel. : t t 3 2  2 296 39 57 Fax : t t 3 2  2 295 74 82 

For the Contractor: 

European Framework Group DeveIopment Consultants 
Rue Montoyer 63 
B-1040 Brussels Attn. Mr. P van der Kam 
Tel. : i-t 32 2 2370709 Fax: 4-632 2 2302755 

Article 5 (Annex D and GC: 26,30) 

1. In consideration of the execution of the Services by the Contractor the Contracting Party 
shall pay the Contractor in accordance with the provisions of this contract. 
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2. No revision of prices will be applicable to this contract. 

3. The total amount to be paid under the contract shall not exceed 274,555 ECU. 

Article 6 (GC: 26,27,28,29,3 1) 
INVOICESPAYMENTS 

1. Payments to the Contractor are due for Senices rendered when the Services have been 
performed to the satisfaction of the Contracting Party and accordin3 to Annex D (Breakdown 
of Prices) to this contract. 

. q 2. The Contractor shall be entitled to payment for : 
I 

A) Fees and Direct Ex~enses 
For fees and dired expenses payment shall be made in accordance with the payment plan 
mentioned below and subject to any particular provision (e.g. linked to approval of reports): 1 . .  8 

Advance 
An advance of ECU 76,785 (=35 % of the fees and direct expenses) will be made after 
signature of the contract and upon receipt of a written request for payment and of a bank 
guarantee as per Annex F to this contract. 

Final Pavment 
Final payment up to the balance of the fees and direct expenses will be made after approval by 
the Contracting Party of the Final Report (see Terms of Reference). 

B) Reimbursable exoenses 
For the reimbursable cornpone* a separate invoice shall be submitted with the corresponding 
interim and final payment along with all necessary documents (originals) and vouchers. 

Article 7 (GC: 27,28,3 1) 
PAYMENT PROCEDURE 

?he Contracting Party shall make to .the Contractor in accordance with the following 
provisions : 

1. Payments shall be made into the Contractor's account : 
Name of Account Holder : European Framework Group 
Account Number : 310 107 30 15 87 
Bank address : B.B.L. 

Rue dyAr1on 26,1040 B~xel les  

2. Payments shall be made in ECU. 

3. Payments shall be made only upon submission of invoices to the address stated in Article 4. 
The Contractor shall submit invoices on the basis of the work actually carried ouf broken 
down as appropriate into: 

a) fees 
b) dired costs 
c) reimbursable expenses-(separate invoices). 
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4. Invoices and requests must be duly signed and made out to the Contrading Party. 

5. Conversion to ECU from other currencies, where necessary, shall be made on the basis of 
the rate stated by "Infor ECV' published by the Contracting Party. 
(Copies of "Infor ECV' areavailable from the European Commission tel. H32.2.2960338). 

Article 8 (GC: 3 6) 
TAXES 

In the European Community, the Commission as a Contrading Party is exempt from all taxes 
and duties, including Value Added Tax (VAT), pursuant to the provisions of Articles 3 and 4 
of the Protocol on the Privileges and Immunities of the European Communities with regard to 
i t s  financial contribution under the Contract. 

In the recipient state the Contractor benefits from the tax and other facilities granted as per 
Annex F. 

The Contracting Party shall bear no hancial liability in the event that the authorities of the 
recipient state should refuse to apply in favour of the Contractor the above mentioned 
exemptions and privileges. Should such an event occur, the Contractor will inform the 
Contracting Party immediately. The Contrading Party shall exert its best &om to support the 
Contractor in dealing with the competent authorities. 

MONITORING 
Article 9 

The Contrading Party may appoint a third party (hereinafter Expert) to conduct a monitoring 
and evaluation of the activities to be performed by the Contractor hereunder. 
The Contrador shall extend the Expert his fullest cooperation and provide him with a11 the 
information and docurnmts the Expert may need to accomplish his task. 

Article I0 (GC: 44) 
LAW OF THE CONTRACT 

All texts of the Contract shall be construed according to the provisions and principles of the 
Iaw of the European Community. For all matters not covered by the Contrad provisions, the 
performance of the Contract shall be governed by the law of Belgium. 

Article I I (GC: 47) 
DISPUTES 

Any disputes arising out of or relating to this contract which cannot amicably s d e d  will be 
referred to the exclusive jurisdiction of the competent Court in Brussels, Belgium. 



Article 12 (GC: 45.46) 

GENERAL AND FINAL PROVISIONS 

1. This contract is composed of : 
The Contrad 
h e x  A: Terms of Reference 
h e x  B: Organisation and Methods 
Annex C: List of Staff 
Annex D: Breakdown of Prices 
Annex E: General Conditions for Service Contracts f i nand  

from P W A C I S  funds 
Annex F: Miscellaneous 

All these parts form an integral part of this Contract. 

. - 

i . .  
t .  

2. The order of precedence of the contract documents, in case of my conflict between them, is 
according to the above mentioned ranking. 

3. Any amendment to this Contract must be agreed to in writing. 



e ~ - - - I  DIRECZORA~ EUROPEAN GENUULXA COMMISSION 
M m A L  REUTIONS 

** * ** E a p e  and (hc NIS, Cmmwn F * d p  w d  S c c d Q  ;J PmUq and E r t d  M J u I b n r  

Annex A: Terms of Reference 
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1.0. B a c k g r o u n d  and unders tanding of the  issues 

1.1.  .4t the June 1995 meeting of the Group of Seven countries (G7) discussions were 
held with the Government of Ukraine concerning the ciosure of the Chernobyl 
Nuclear Polver Plant (CNPP) which had suffered a major accident in 1986. These 
discussions were held against the background of  a reversal of an earlier decision of 
the Government of Ukraine to close the Plant. The reversal of the decision was 
taken as a result of the deteriorating economic situation of the country and concerns 
relating to the social impact of closure upon the town of Slavutich. Slavutich was 
constructed imrhediately after the 1986 accident to house the workers of the 3lant and 
their families. The town and its immediate hinterland are solely dependent both 
economically and for employment upon the CNPP. 

In late 1994 a joint EU - US exp1orator)r mission was undertaken to determine the 
major issues relating to the social impact of a possible cIosure of CNNP. The  
mission held discussions with the major actors associated with the Plant. -4 broad 
spectrum of views were expressed concerning the Plant's potential closure. In order 
to anive at mutually acceptable solurion to the Ukraine and G7 concerning cIosure it 

Oramme to was recommended that a ~ilorkins group be established to elaborate a pro, 
address the social consequences of closure, in panicular in relation to the city o f  
Slavutich. 

1.3. Of  major concern is the complete dependence of Slavutich upon CNNP and 
moreover the consequences for safety if there is continual uncertainry about the 
Plant's future. Ir has been su!z~ested that this uncertainty has resulted in key rechnical 
staff, pmicularly those of Russian origin, to seek employment in the Russian 
Federation where salaries are hisher. 

1.4. By former Soviet Union standards, the city of Slavutich contains superior housing 
accommodation, social and leisure facilities. The City was constructed with the 
financial assistance of the former Soviet Republics. Since the break-up of the Soviet 
Union, finances for funher development of the city have ceased. Funhermore, the 
Ukraine has borne the financial burden both for repairing the Plant and for payment 
to  support the victims of the accident. Such is the burden upon the Government of  
the Ukraine that it  is estimated that 30 per cent of the annual budget should be 
channelled to address issues related to Chernobyl. 

1.5. In late 1994 a group of US consulting ensineers prepared a proposaI to conven 
CSNP to traditional fuel. It is understood that the technology exists to undenake 
such a conversion. During 1995 a number of preliminar), azreements have been 
made nith IVestern Companies lo undenake the con\~ersion on a "Build-Operate- 
Transfer" (BOT) basis. Should these intentions be brouzht to fruition. there 1\31 be a 
need for re-training and other forms of lechnical assistance. 

1.6. The question of nuclear nVaste remains a major concern. Whilst funding, and in 
panicular international funding, has to be secured to address this issue, [here is no 
doubt that nuclear lvasre treatment and the treatment of contaminated areas could 
offer alternative employmen[ for staff made redundant from CNNP in the e\.enr of 
closure or conversion. Once stability concerning the future of the Plant has been 
established, it is likely that foreign companies may be \viIling to establish joint- 
renrures in the field of ~vastc treatment. 

I .7. The  experience of dealing jvirh rhe scale 01 lhe accident at Chernobyl is unique. It 
ivould appear espedient not to disperse the esperience that the staff of the C N N P  
yclsscss. X possible mechanism in re l~ in  l h i s  csperience ~vould be to establish a 
research and consultancy centre in Slavutich. The ccntre could provide services 
throughout ?;IS Ivhcrc plants ofsimilar dcsign csist. It is understood that such a 
~ l ~ c ~ j ~ J l l ~ ~ l l ~  ci\lllJ ~ , I ; : : ~ ! ~ J : ~ . ; ~ ;  II,.~I~ !:I . *I-.\( -1s . I I ~ J  t\~llcr i ~ ~ ~ c r r ~ : ~ ~ i \ x ~ : l l  i i t > ~ ~ \ > r  ~ C I ~ < > I I S  

ix lilt [.it.] J ,,i ... : fL  ; j  . r , :I :i:t. i? :kiL.~;'lc..~rj u'r: \>I' 1hc r.ir:c'll.t~~li< ~ l l c ~ i i t l l ~ l  ~ I I  E '>& 
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the XIS, the possibili~y of using third generation distance learning for this purpose 
could be explored. 

1.8. The Ukraine will continue to rely on nuclear power as one of i ts  major sources of 
'? energy for the immediate future. However, i t  is understood that it \vould be advisable i that other sources are explored. Research into possible alternative sources 

and their application in the Ukraine could be underraken at the research centre 
outlined in point 1.7.. 

1.9. Slavutich and its immediate hinterland possesses a highIy qualified and young work 

I 
force. The  potential for diversifying from the nuclear industry into other high 
technology industry to stimulate employment and economic generation of the region 
therefore exists. The parameters to stimulate such development are the subject of  a 
parallel project to the current project that will esarnine the broader issues of 
determining solutions to the social consequences of a potential closure or conversion 
of CNPP. 

1.10. Having stared the above, it is understood that the working group comprised of the 
1 EU and US is to develop a comprehensive programme to address the consequences 

of potential cIosure or conversion, in particular the impact upon the sustainable 
economic and employment development of Slavutich. In undertaking its work, the 
meorking sroup \\ill esamine various scenarios and propose solutions to these as 
project within the framework of the overall programme. Thus it is understood that 
the following scenarios and issues are to be addressed: 

o potenria1 technical assistance requirements in the event of conversion 

o measures to be taken in the event of closure in particular during the de- 
~ o m ~ s s i o n i n g  phase; 

o the feasibility and related costs of establishing a research centre. 

o the potential for estabIishing enterprises for dealing with nuclear waste; 

o the potential for establishin: high tech enterprises in the non-nuclear 
sectors; 

o compensation packages and issues related to health care. 

1.1 1. It is understood that rhe EU consultants are to regularly inform the G7 ofrhe  results 
-of h e  analyses being undertaken Ivirhin the frame\\,ork or  the project in order that 
proposals are developed that \\.ill be acceptable to potential providers of assistance. 

2.0. Project approach 

2.1. -4 fundamental element of the approach to the project Ivill be that of  developing a 
consensus and of arriving at a solution that is primarily dei-eloped by the Ukraine but 
~vhich \\*ill be mutually acceptable to the G7 and the EU member states. Thus the key 
words are: 

This \rill be achiel~ed by: 

o the establishment of a steering committee of  he major actors in the 
vkrsine dcalins \\.i~h Chernob!.] issues: 

17 the cstablishmcnt of a core !\orking group of local 2nd intcrnalional 
~-s;L.nz 10 i l > l i ' ~ - ; ~ i l  \\-ill1 1 1 1 ~  clccrin_~ ct-lmmitlcc: 
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This will be achieved by: 

o . study tours to the EU in regions previously dependent upon one industry 
in order to study the mechanisms adopted to stimuIate economic 
regeneration;' 

o information materiaIs both for the Ukraine, in W c u l a r  SIavutich, and 
the EU Member States to highlight the positive steps being taken. 

I 

! 3.0.  Ac t iv i t i e s  

3 . 1 .  Establ ishment  of steering committee 
j 

-4 steering committee wviII be established comprising of the Ministries and State 

I Committees that are associated 114th Chernobyl issues, the manasement of CNPP, 
, .  trade unions, entrepreneur associations and representatives of the city of Slavutich. 

At the first meeting of the steering committee the work pIan and issues to be 
addressed will be agreed. Moreover,, the Iocal experti who will work in the core 

, working group will be agreed and appointed. FinaIIy, the steerin: committee wiIl 
agree upon the timing and contents of the study tour. The steering committee will 
meet at regular intervds at the wvorkshops to be held and described in point 

3.2. The c o r e  working g r o u p  

The core working group comprised of local and international experts will liaise with 
individual members of the steering committee. plan and conduct wvorkshops and 
undertake studies, analyses and prepare proposals for the consideration of the 
steering committee and the G7. Once its make-up has been agreed and established by 
the steenng committee the core working g o u p  will proceed as foIlotvs: 

PJ~ase 011e  - Prelirrlir~ary sfrrdies arrd analyses. 

o The local espens ~ i I 1  determine viewvs and opinions of individual 
- members of the steering comrnittee ; 

o The local espens wvilI dew~eIop and conduct a sunrey of the population of 
Slavutich concerning their viet\s concerning remainins in the city, 
empIoyment prospects and aishes. viewwvs concerning facilities and their 
oeneral concerns; - 

o The local experts nlill conduct a delailed analysis of the technical profile 
of the employees at C N F P  and their wishes; 

o The international esperts wwfill conduct intervieus with potential donors 
and commercial entities on issues concerning de-commissioning, 
conversion. waste Ireatment, the esrablishment of a research centre and 
the establishment of non nuclear enterprises; 

o The Iocal and international esperts n-ill andyse and prepare a synthesis 
of the results of the studies to present at the first workshop of the 
steenng committee 
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Phase Two - in deptli analyses and studies 

FolIowing the consultative process of the first tvorkshop, the core working group 
ivill conduct in-depth action research and analyses in order to elaborate the 
components (sub-projecrs) of the final programme that will address the socia1 
consequences of closure or  conversion of CNNP and a programme for sustainable 
local and. economic development at Slavutich. The process of elaborating the 
components will involve constant inter-action between the core working group, the 
steering committee and G7. The flotv of work between each rvorkshop can be 
illustrated as foIIows: 

Prior to each workshop a series of studies and anaIyses are agreed upon. The core 
group will prepare draft syntheses and recommendations based on the analyses. 
These will be circulated and discussed with the key actors prior to each ivorkshop. 
At the workshops the reports ivill be discussed and plans for iunher action and more 
in depth work will be agreed. Proceedinzs of the workshops \ \ r i l l  be prepared and 
circulated for a post-workshop consultarive process whilst the nest phase of studies 
a.nd analyses is undertaken. It is envisazed that here \rill be four such ivorkshops 
during phase two. 

CONSULTATION 

f \ 
L 

Phase ilrree - preparario~z of progranrllle 

STUDIES & 

Based on the activities of phases one and two, the programme to address [he 
consequences of a potential closure or conversion of CSPP. in panicular the 

Oramme -susrainable economic development of Slavutich \rill be prepared. The pro, 
ivill contain a series of self-contained projects lo be considered by internationaI 
donors and financial  institution^ ( e . ~ .  EBRD and lhe TTrorld Bank). Prior lo the 
finalisation of the programme a workshop - roundtable meelins of the Steering 
Committee and G7 representatives will be conducted to ensure that the contents o f  
the programme \\.ill be acceptable to all parties. After this ivorkshop, the final draft of 
the programme \vill be prepared. 

\ f 

3 . 3 .  Study tours 

The purpose of the study tours will be to provide members of the Steering 
Committee 11:ith an understanding of measures taken in  the EU and US (and possibly 
other G7 countries such as  Canada) to stimulate economic re-generation in regions 
\\-hich have been affected blr structural adjustment, in panicular those n.hich had 
traditionally on one industqr. .\loreover, the study tour ivill include visits 10 

orzanisations that arc invol~.ed in the treatment of nuclear waste. The study tour ~vi l l  
bevndcnaken durine - an earl>' phase orthe project. The study tour \rill also scrr.c lo 

stimulate efficient nrrking relati\-nshiys nithin thc Slecrinr Cornmittcc and 2s such 
3ftcr visil c,>n1:lint.j i n  lhc slud! 1~wr. rirundta!?lc nicctin;~ \\.111 1-c IrcIJ cn5urc - .  
i::.]~ . ) ] I  rici\s ;I],! i ; l i l~~~$$i~~l ] s  ::;c 5 : ~  c1i11: ~ , - ~ ~ I \ I I I ~ ~ ~ I c c  ..lc b! ta .  LI,.L:::L..!. \ "&? 

I ANALYSES 
WORKSHOPS - 

L 1 r -, J 
. CONSULTATION r 

REPORTS AND I 
i I 

\. AEJUSTMENT ' SYNTHESES ' L .' 
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RECOMMENDATIONS - 
L I 
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The EU component of the study tour will be of ten days duration and will include 
visils to the Member States that are G7  members. X tentative programme and 
contents for the study tour ~vould be as follows: 

France, Germany & 
the United Kingdom : Regions which have undergone structural adjustment 

,&,yxm : to compare interventions and mechanisms 
adopted in the different countries to  stimulate 
economic and employment re-seneration foIlowing 
structural adjustment; 

Organisations and enterprises involved in the 
treatment of nuclear waste. 

&pxe : to estabIish linkages and possible 
collaboration to establish similar enterprises in 
Sfavutich. 

Italy : Emilia Romagna Region which has a high 
concentration of micro enterprises and SMEs 

Eqrare: : to illustrate that sustainable economic and 
employment development can be achieved through a 
system based upon SMEs and its support 
infrastructure. 

ENEA, the Agency for technolo~ical innovation 

Euquxe : to illustrate how highly qualified research 
personnel (including nuclear physicists) inter-act 
with industr)'. in parricular SMEs, in the innovation 
process. 

N.B. Once the project has commenced, the team leader \vill make efforts to 
secure supplementary funding (possibly from other G7 member countries) to estend 
the l e n t h  and depth of the study tour. 

3.4. Information 

There are two major issues concernins information in relation to the potential closure 
or conversion of CSPP. These relate to: 

o Decision makers and the general public outside the Ukraine; and 

o The workers of CSPP and the inhabitants of Slavutich. 

Follo\ving the accident in I986 at  Chernobyl, the issue of the consequences of the 
accident and potential risk of a new accident have appeared on a regular basis in the 
international media. External pressure to close the Plant has mounted over the years. 
Whilst there is a consensus that the issue not\] has to be taken in earnest, there is 
limited information disseminated, in particular to Ukraine's immediate EU 
neighbours o f  the enormous financial strains the country is esperiencing. T h e  
accident occurred at a time when the Soviet 1:nion still esisted. Since the break-up of 
the FSV, Ukraine has been left lvith financial burden of : compensating victims; 
continuing thc clcm up operations: and cnsurin: that a funhcr accident does not 
. . . ~ ~ ~ a r .  silllatig>n nltlst bc CCCII  in i ! ~ t  lig?ll c > i  tllc dctcri~ra~illg ccono~nic silu3tion 

l i l t  ~ ~ ~ r ; ~ i i l c  2s il ~ l ~ , \ \ ~ c s  1,) .I r11:1rLic1 C . L . ~ ~ I ~ ~ ~ I ~ I > , ,  - 1 - 1 1 ~  Ck~ainc's IICCJ 1 ~ 1 y  ni-rld \?a 



Page 7 sur  10 

market prices for dtematite non-nuclear energy during this period is also a major 
concern to the Government, especially if Chernobyl is to close. 

Therefore, a media information campaign wilI be prepared to address these issues in 
a factual non-sensational manner. The information campaign will also include 
materials to ilIustrate to the public outside [he Ukraine that the EU and US are taking 
actions to assist the Ukraine in addressing the problem. Given the experience of  the 
international expert to be assigned to this task, it is anticipated that  subject to the 
agreement of TACIS, additional funding will be sought in order to prepare a TV 
documentary to illustrate the scale of the closure problem within the context o f  
Ukraine's current economic situation. 

The constant changes of decision concerning the future of CNPP have created 
considerable unceminty amon: the staff of CNPP and the inhabitants of Slavutich. It 
has  been suggested that the uncertainty surrounding the CNPP future has resulted in 
highly qualified staff leaving the Plant wiith serious consequences for safety. In 
addition the situation has caused considerable stress within the community of  
Slavutich. This must be seen against the backzround of the senera1 economic and 
employment situation in the Ukraine. 

As the work of the project progresses and potential alternatives emerge that have a 
high certainty of being realised, information material addressed to the CNPP workers 
and Slavutich wiIl be prepared and information meetings held. 

The need to supplement this activity 11:ith a national campaign to  inform the 
Ukrainian public that measures are being &ken to address the Chemobyl issue will 
be discussed with the Steerins Committee. 

Co-ordination will be central to the project activities and will involve: 

o regular meetinzs n-ith EU TACIS to ensure that project 
proposals are developed in such a manner that they reflect EU (and 
G7) medium and long term policies (incIuding funding) concerning 
Chernob~l;  

o co-ordination it-ith EU Directorates that are int.olved wwith 
Chcrnob>.l issues; 

o co-ordination nith US.4ID 

o co-ordination and on-going dialogue with other G7 countries that 
could possibly contribute to the funding of the final pro, oramme 
package: 

o on-goins dialogue with international financial institulions such as  
EBRD and the IVorld Bank; 

o on-soing dialogue with companies that may be involved in a BOT 
arransement to conyen the Plant or those w\!hich may be in\.oIved in 
potential joint venture collaboration in such sectors a s  nuclear waste 
treatment; 

o co-ordination wvith the cmplo>.rnent scrvices project in Sla\.u(ich: 
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5.0. Implementa t ion  schedule. 

The implementation schedule will be as fol lo i~s  (see fig 5.1) 

6 . 0 .  Management  Structure 

This section oudines the key elements of the management structure. 

Roger Short, who has extensive experience in project design for EU TACIS and the 
United Nations agencies will have overall responsibility for the management and co- 
ordination of the project. Roger Short 'has many years experience with issues dealing 
with local economic deveIopment based upon SME systems, science and rechnolo_py 
and labour and social issues. He will be responsible for plannins and co-ordinating 
the work of the core working group in collaboration with the local team leader. 
h?oreover, he wvill be responsible for manasing the preparation of reports and their 
quality control. Furthermore, he will be responsible for the resular tinformation flow 
between the project and the EU (and G7). 

Under the supervision of Roger Short. David Johnson, will provide back-stopping 
particularly in Brussels and will assist Roser Shon in the drafting of the main 
programme. In particular he will assisr in the report preparation prior to and after the 
workshops. He will also ensure that materials from rhe esperts not involved in this 
contract (i.e. BBC and US) are received at the pre-set deadlines. 
Under the supervision of Roger Short, Jens Kastberg will be responsible for the 
information dissemination issues. Jens Kastberg has extensive experience in 
preparing documentaries and information campaips  such as the anti-smoking and 
anti-burglary national carnpaigs in Denmark. 

Four local experts nill be engaged for the duration of the project. This will be: 

(i) local team Ieader 

(ii) espert in social issues 

(iii) ' espert in Chernobyl issues 

(iv) espert in information dissemination. 

The Iocal team Ieader nill be espected to have access to senior lei-els of Government 
and moreowrer be respected at that level. Helshe should have a good insight of the 
current political and economic situation in the Ukraine and understand the 
sensitivities of the work that is to be undertaken. The team leader \ \ r i l l  liaise wirh the 
project co-ordinator in the preparation of reports and the scheduling of  project 
activities to be underiaken by local experts. Hefshe should ideally speak English 
and/or French 

The espert in social issues should have a broad understandins of the reforms that are 
being undertaken in the social sector in the Ukraine. He/she shouId have esperience 
in survey design. implemenlation and analysis. He/she should ideally speak English 
and/or French. 

The espert on Chemobyl issues should have a deep insight into the comples issues 
that have surrounded the CXPP and the city of Slavutich since the accident in 1986. 
The espert should have the trust of the CSPP and the authorities in Slavutich. The  
espert IIIII wsork closely with the team leader and the project co-ordinator in dealing 
tvith scnsiti\.e matters to ensure the full collaboration of the panics. He:she should 
idcall\- speak 13igIich 3nd .m French 
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The information expen should have experience in the media, preferably television. 
The expert will work closely with Jens Kastberg in elaborating the information 
campaigns. 

All the experts will be linked by Internet. 

Steering 
Committee 

PM = Project manager 
DJ = David Johnson 

JK = Jcns Kanberg 
BBC = Employment and social studies 
US = Bernard KcUy 
L = Local team leader 
E = Local experti 
-4 = Local admin and backstopping 
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Name: 

S~ial isat ion:  

 

Nationality: 

Address: 

Languages: 

*- 

CURRICULUM VITAE 

SHORT, Roger WiUiarn 

Project design; human resources develop men^ social and labour market issues. 
smail firm coIIaborative modcis (networking); technology and technology 
transfer, consmction indusay developmentand international networking 

British 

DanEduc a 1s , 
Granskoven 18 
P. 0. Box 69 
DK-2600 GlosUup 
Denmark 

Tel: + 45 43 96 22 00 
Facsimile: + 45 43 96 08 08 

English 
Italian 
Danish 
French 
German 
Spanish 
Portugucsc 
Nonvegian 
Swedish 

Mother tongue 
Ruent 
Ruent 
Excellent 
Good 
Good 
Good 
Good 
Good 

KEY QUALIFICATIONS 

Roger Short is a consulmt in project identification and formulation. primarily in aspects of: local and 
regional economic and employment dcvelopmen~ social and labour market issues; high technology 
transfer from research organisations to industry; the provision of technological services to small-firm 
nehvorks in developing countries; and economics in transition. He also collaborates with the 
organisations and institutions within and outside the EC in providing advice to these countries on how 
to devdop "dm service systems for SMEs and models of collaboration between SMEs. within this 
context he provides advice on developing appropriate environments to stimulate self employment and 
micro enterprise develop men^ He has previously worked as an industrial specialist with Industrial 
Activities Branch of the International Labour Office where he dealt with the labour and social issues in 
the construction indusuy. He has extensive experience in the problems associated with providing s w i c u  
to small and medium sized enterprises in order to generate local employment and economic devclopmcnt 
In 1993 he waq engaged to esrablish the Small Enterprise and Local Economic DeveIopment k~qociation 
(SELEDA) an international not-profit organisation. He worked for some eight ycan with the Jutland 
Technological Institute (JTI) (later the Danish Technological Institute (Dm)) the major provider of 
services to SMEs in Denmark. The services embraced training, management consulting, research and 
development and appropriate technical services to small and medium sized enterprises. During his period 
of employment at the Institute, Roger Shon in his capacity of chief internationalisation consultant, was 
primarily enraged in international activirirs and in pmicular in the development of strategies to 
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internationalise the services of m/DTI and its SME target group. He also undertook numerous 
international consulmcy assignments and developed projects to promote inter-regional collaboration to 
promote SME access to global markets and technologies. 

Ln 1988 Rogu  Short was instrumental in launching the Danish national campaign (managed by JTI) to 
inform SMEs of the consequences of the EC Single Market In the s a c  year he was involved in 
designing the National Netwok Broker Programme that incorporated elements of the ItaLian indusmal 
district m&l of providing s t rv ia s  to c l u s ~ r s  of small firms. 

Also in 1988. he was elected Secretary-General of the World Association of Industrial and Technological 
Restarch Organisations (WAITRO). an international NGO was established by UNIDO in 1970. During 
his perid of office, which he held until h e  time of joining the ILO. he was actively involved in the 
problems associatad w i b  the restructuring of serviccs to SMEs. As a result of his work, a special 
committee within WAITRO was established at the 1990 General Assembly of the Association. This 
cornminee provides advisory services to members of the Association that are facing restructuring and on 
mechanisms to promote collaboration betwan finns. Mr. Short has b a n  involved in training and 
consultancy eirher in or for participants f?om the following countries: Bangladesh. Belarus, BnziI. Czech 
and Slovak Republics, Fiji. Hungary, India. Indonesia, Kenya, Lya, Malaysia, People's Repubiic of 
China. Papua New Guinea. Pakistan, Poland, Roumania, Russian Federation. Sri Lankq Tanwnia. 
Thailand, The Philippines. Trinidad and Tobago. Ukraine and Zimbabwe. 

EDUCATION 

1977 - 1980 B.Sc. (hons) 1st Class. Building Surveying (maintenance), Reading University, U.K. 

1981 - I983 Doctoral research associate. Henley. The Management College. University of West 
London. U.K. 

Rescarch area' 
Project saategy for the identification of client nccds m d  the formulation of project 
objectives for the successful implementation and execution of capital export projects. 
parricularly in developing counmes. 

PROFESSIONAL EXPERIENCE 

1993 - ~nde~endent consult an^ Roger Short & Associates 

1991 - 1993 Indusuial specialist Industrial Activities Branch. International Labour Office. United - 
Nations. Geneva. Switzerland 

1988 - 1991 Chief In[emationalisation Consultult, The Jutland Technological Institute (JTI) and 
The Danish Technological Institute (DTI). Department of Corponte Strategy and 
Internationalisation. Denmark 

1988 - 1991 Secretary-General of the World Association of Indusmal and Technological Research 
Organisations. Denmark 

1983 - 1988 Consultant. International Section, The Jutland Technological Institute (JTI). Denmark 

1981 - 1983 Resexch Associate, Henley. The Management College. U.K. 

1977 - 1930 University studies (see education above) 

I971 - I977 Freelance lmd surveyorlsi:r engineer and consuuctiun mana_rrr 



1970 - 1971 Construction manager D & H Contxacton Ltd Cambridge U-K. 

1969 - 1970 G c o m c a  Impresa Guffanti, Milan 

1967 - 1969 Site manager, D & H Contractors Ltd.. Cambridge, U.K. 

1965 - 1967 Trainee site engineer. George Wimpey, Hammusmith, U.K. 

SELECTED ASSIGNMENTS 

Roger Short and Associates 
1994 Part-time chief tcshnicaI adviser for the conversion of tbe physical and human 

resources of ex-milirary in order to facilitate local socioeconomic regeneration by 
crearing employment through small enterprise and self-employment promotion. 
ILO/UNDP (on-goining) 

1994 Expert for the preparation of b e  project tcnns of reference for the improvement of 
labour services. including pilot employment generating activities. Mangolia (EU 
TACIS) 

1 994 Expen for the preparation of the project trrms of reference for the establishment of 
a management information system for the Ministry of Education. Mangolia (EU 
TACIS) 

1994 Expert for the preparation of the projcct terms of reference for higher economics 
education in an economy in msir jo .  Maogolia (EU TACIS) 

1994 Team leader for the provision of policy advice on restructuring science and 
technology funding in an economy transition, Russian Federation (EU TACIS) 

1994 Expert for the preparation of the project terms of reference for ~ e c b n i d  assistance 
in the field of inlrllcctual properry protection.Russiao Federation (EU TACIS) . 

I994 Expen for the preparation of the project terns of rtference for technical assistance 
in the field of standard and certification. Russian Federation and Ukraine (EU 
TACIS) 

1993 Expert for the preparation of the project terms of reference for the project terms of 
reference for improving the employment polenrial of scientists and technologistr in 
an economy in transition. Russian Federation (EU TACIS) 

I993 A series of activities concerning the conversion of military bases in Belarus into 
small business parks, insuch a way as to maxirnise the natural, physical and human 
resources. in particular highly qualified technical personnel of the country. The 
activities have included: outline design for ovo strategy workshops for the high level 
national cornmine for employment promorion rhrough enterprise creation in zones 
under conversion; project identification mission for the convenion of military bases; 
resource person for seminar on the subject of SME development strategies. in 
particular the provision of "real services", Minsk. Belarus; preparation of fasibility 
proosal for conversion of military gam'sons in Belarus, including training needs 
analysis (ILO and State Employment Commission. Belarus) 

Consultant to IN-IN System (Moscow) and technological organisations in Volgagrad 
to establish a technological transfer institution in F m c e  (Genevois Global 
Technology) and to conduct preliminary work on csrablishing two "silicon valleys" 
in Russia. 



Associate consultant of the British Council Projects Division, advice on strategies for 
technical assistance in the field of SME development (current) 

International adviser to ASTER (the Regional Technological Services Agency for 
Ernilia Romagna, Bologna, Italy) (ongoing) 

Consultant for the design of appropriate training methodologies for enapreneurs and 
managers in the fonner republics of the Soviet Union (ILO) (current) 

Project i&ntification mission for the conversion of military garrisons to business 
development parks, Bclams. (ILO) 

Resource person for seminar on the sub jm of SME development strategies. in 
particular the provision of "real service". Minsk Belarus (ILO) 

Preparation of technical proposal for SME development and training programmes in 
Poland @anEduc Consulting, Denmark) 

Preparation of feasibility proposal for the conversion of military garrisons in Belarus, 
including d.ning neufs analysis (ILO and State Employment Commission, Belarus) 

Reparation of background paper on alternative employment strategies in the 
construction industry (Intemaaonal Federation of Building and Woodworkers. 
Geneva) 

International Labour Office 

1991 - 1993 Preparation of reports on the recent developments in the building. civil engineering 
and public works indusmes for the 12th Session of h e  Industrial Committee for 
these secton. 

Executive Secrcw of the 12th Session of the Building. Civil Engineering and 
Public Works Indusmal Comrnintc Muting. 

Research into h e  changing nature of the international project environment e.g. 
pnvatisation. BOT project$. diversification of multinational construction firms. 
~chnological advanrage etc. and identification of training needs in consmction 
exporting developing counmes. 

Reprcwntcd the ILO at national and international meetings and liaise wirh 
governments and the relevant sectoral employers and workers organi.sations. 

Seminar resource person on the subject of the provision of technological services to 
smaIl-firm for policy makers and managers from the Ukraine (ILO. Geneva) 

Seminar resource penon on the subject of developing services for transnational 
technological linkages for SMEs. Group of managers and SME policy makers from 
CIS (ILO. Geneva) 

Workshop resource person on the subject on contract labour and self-employment in 
consmction - African Regional Workshop. H m e .  Zimbabwe. (ILO/lnternational 
Federsion of Building and Woodworkers) 

Workshop resource person on the subject of migant construction workers. Cairo. 
Egypt (ILO Rr~icxinl O1'fice for Asia and Pacilic) 



1992 Seminar resource person on the s u b j a  of technological services to small firms for 
SME policy makers from Belarus (LO, Turin Centre) 

1991 Workshop resource penon on the subject of contract labour and ~elfemploynxnt in 
consnuction - Asian Regional Workshop, Pataya, Thailand (ILO/lntrmational 
Federation of Building and Woodworkers) 

1991 Seminar resource pason for SME poIicy makers £rom Central and Easrm Europe 
(LO, Turin Centre and ILO Gtneva) 

1991 Designed and prepared project proposals for the drvclopment of SME technologicaI 
services in Russia che Ukraine and the Slovak Republic G O )  

1991 Intunal ILO coordinator for the rescarch and preparation of the LO publication 
Industria1 development through small-firm cooperation - lhcory and Practice 

1991 Repad and conducttd seminars and dvised on the &vclopmcnt and dcsign of 
1 .  ' . aaining programmes for construction managers, Pmpie's Republic of China 

1 
Secretary-General for WAITRO 

1988 - 1991 Identification and design of technology transfer projects. Fund raising and liaison 
wit5 international agencies such as UMDO. UNESCO. ECOSOC. and the 
Commonwealth Secretariat 

1990 Design of technology management workshop for participants from CornmonwcaIth. 

1990 Reorganiscd h e  shucrure of the Association. Initiated (acccpttd at General Assembly 
19%)) the establishment of speciaIist technical sub-cornminces including om: dealing 
with the provision of scrviccs to SMEs. 

Danish Technological Institute and Jutland Technologial Institute 

1991 Preparation of technical proposal for the management of technical assistance 
programme for the cement industry in India, in collaboration with Cowiconsult 
(DANIDA) 

Member of planning cornmitttt for the Moscow International Centrc for Small 
Business Development (Moscow. January 1990) 

Project report mission, prepared and delivered workshops and provided advice on the 
design of training programmes for construction managers, People's Republic of 
China (ILOAJNDP) 

Project planning and training design of eaining programmes for construction 
managers, People's Republic of China (ILONNDP) 

Consultant for the preparation of technical assistance (training) for construction 
indu.my development. Papua New Guinea (ILO) 

initiator and facilitator of meting of SME policy maken from Central and Eastern 
Europc and cerwin EC States under the umbrella of the Centre for SME 
lnternationalisalion (ILO Turin Ccnue and EC DG V) 



1988 - 1990 Established and coordinated the Centre for SME Intcrnationalisatioo. a European 
network of SME traiocrs and policy advisers. (COMETT EC DG 5 )  

1988 Developed project proposal to develop commercial and technical linkages between 
SMEs in ASEAN and the EC (project later irnp1emente.d by EC DG XXIII) 

I988 Project preparatory mission for the provision of consultancy and mining technical 
assistance to the China International Conmaor's Association. Peapie's Republic of 
China (ILO/UNDP) 

I988 Design and implementation of six-month maintcnanct training programme for 
fellows from Libya 

I988 Consultant for the design, preparation and implementation of training of trainers for 
small construction firms. Malaysia (ILO) 

I987 Consultant for the design. preparation and implementation of training of trainers for 
small construction furns, development of training materials utilising locally produced 
vide, Malaysia (ILO) 

1987 Designed and coordinated the development of training project related to SME 
internationalisation (COMFlT/EC DG %) 

1987 Joint programme director for feasibility ~ n i n g  programme for Danish engineers 

1987 Manager of training component relating to project management and maintenance of 
General Management Coursc for participants from developing counaies 
(DANIDAflN) 

Consultant, training programme for trainers of small scale contractors. Malaysia 
OLO) 

Management and quality control of feasibility study to upgrade wood processing 
facilities in Trinidad and Tobago (CID. Brussels) 

Management and negotiation of feasibility study for development of aquaculture 
pmjccts in the People's Republic of China (FU) 

Design and management of felIowship programme for information technology 
specialists from bulgaria. H u n g q  and Roumania (ILOtDANIDA) 

Consultant for regional workshop for training programme for tniners of small scale 
construction firms, Thilmd (LO) 

Consultant, training programme for aainers of small scale contnctors. Indonesia 
(ILO) 

Design and management of fellowship programme relating to industrial maintenance 
(LO Turin Centre) 

Management of feasibiliry study for rcsting and developing low cost windmills for 
India (DANIDA) 

Management of three month fellowship prognmmc on the subject of rcchnological 
services for SlMEs for pmicipan~s from Trinidad and Tobago (EUCID) 



Henley, The Management Colfege 

1981 Design and development of modules for project management diploms @y distance 

ICaming) (RIGS) 

1982 - 1985 Tutor and workshop resource person for project management diploma @y distance 
learning), (RIcs) 

1983 - 1988 Occasional lecturer on international project management and technology transfer 

1988 Design of distance learning MBA pilot programme for Denmark using computer 
confercncing, video and text 

Construction Industry Experience 

As a freelance site enginadand surveyor worked on major infrastructure and petrochemical plants in 
h e  U.K e.g. MI 1 motorway (Dowsett Enginwing), M3 Motorway (Cemcncauon). FLlxborough fer t i lkr  
plant (Simon Cwcs) ,  Bridgeworks A5 diversion Milton Keynes (Amey). Prior to hat worked as a site 
enginax on civil enginaxing works and sewerage disposal schemes @ & H Conaacton) and as a 
gcomem (site enginar) hospital project, Milan. 

SELECTED PUBLICATIONS 

1992 Collaborator for the publication Indusmal Development 'Ihrough S m d - F m  
Cooperation - Theory and Practice, (Frank Pyke), LO, Geneva 

1992 "Rmnt  develop men^ in the Building, Civil Engineering and Public Works 
Indusmes". General rcpon for the 12th Session of the Building. Civil Engineering 
and Public Works Industrial C o m m i a ~ .  ILO. Geneva 

1992 Reccnt Developments in the International Project Market - perspectives for NICS. 
working paper. Sectoral Activities Department, ILO, Geneva (forthcoming) 

1993 Birchall, D.W. and Shot RW, Training on Tap "Strategies for open distance 
learning for construction industry development", LO, Geneva (forthcoming) 

1992 Birchall. D.W. and Short. R.W., Feasibility study or the implementation of distance 
learning for the member corporations of China International Contractors' Association. 
Construction Management Development Series. ILO, Geneva 

Shorf R.W.. Seminar on International Project Marketing. Beijing, May 1991. - Note 
on h e  Pn>cctdings, Construction Management Series. ILO. Gtneva 

Birchall, D.W., and Short. R.W.. "Managing construction export. The experience of 
British contractors in the international project environment" conference paper, 
INERNET. Sorrento. 

Birchall. D.W., and Short, R.W., "Project management in the international 
environment cultunl differences or poor project management A research note". 
Conference paper. INTERNET. Sorrento. 

Project Strategy. and Operational Aspects of Project Managemen& modules for 
R.I.C.S. post qualification diploma management. The Royal Institute of Chvtered 
SurveyodCoIle_ee of Esrare Man3~ement. Reading. 



Name: 

Specialisation: 

  

Nationality: 

Address: 

Languages: 

CURRICULUM VITAE 

David Johnson 

Human Resource Devclopmenf Privatisation. S d  Business DeveIopment 

 

British 

DanEduc a 1 s 
Granskoven 18 
P. 0. Box 69  
DK-2600 G l o s ~  
Denmark 

Tel: + 45  43 96 22 00 
Facsimile: + 4 5  43 96 08 08 

English Mother Tongue 
French Good 
Russian Good 

KEY QUAURCATIONS 

Initially qualified and practiced as a lawyer in tbe United Kingdom. Subsequent operational field 
experience as the field director of refuge camp in West Africa Having complettd a speciaIizcd 
deveIopment Masters in Social policy and planning in developing countrig i s  prrscntly working with 
the European Commission. F m  w i h  the Humanitarian Aif Officc (ECHO) based in Brussels and then 
with the EC TACIS programme based in Kiev. Ukraine. 

1992-93 MSC Social Policy and Planning in Developing Countries, London School of 
Economics. UK 

1988-89 Law Sociccy professional examinations, The College of Law at Guildford, UK 

1984-87 Law B.A. (Hons.)2:l, The University of Kent, UK 

PROFESSIONAL EXPERIENCE 

1994 - date Project Manager. EC TACIS Coordination Unit, Ukraine 
Responsibility for straregy and project identification, supervision and management 
of EC TACIS projects in Ukraine in h e  arcs  of Enterprise development 
(privitisation, small business deveIopment) and Human Resource Development 
(including government policy advice). Specifically: 

I. Fomulation of TA country smtegy, preparation of prc-programming documents 
2. Evaluation of project proposals and requests for funding 
3. Pnparation and paicipation in the identification of the annual action programme 

jmenustik
Rectangle

jmenustik
Rectangle



4. Assistance to and monitoring of TA projects 
5. Information provision and advice on TAUS objectives, procedures and activities 
6. Preparation of information activities for the public (e.g. press, target audiences) 

1993 - 1994 Desk Officer, European Community Humanitarian Ofice (ECHO). Brussels 
Evaluation and project development in humanitarian assistance. Spdcally:  

1. Evaluation of projm proposals and nqutsts for funding 
2. Preparation and processing of grant funding through the Commission senices 
3. Assistancc to and monitoring of EC projects 
4. Development and impIementation of a comprchcnsive strategy for air support for 
humanitarian opuations in East Africa 
5. Advise on a number of humanitarian aid policy and legal issues. draft 
mnsequential studies, discussion papers and legal agreements. give public 
presentations on behallf of ECHO. 

1992 Policy and Lcgal Adviccr. The UK Refugee CounciI, London 
Policy and legal *ice relating to refugee asylum seekers in UK 

1991 - I992 Operations Field Director, Anglican Development Organisation. Gambia 
Field director of Liberian refugee camp. rcsealewnt and welfare projects b a d  in 
the Gambia Responsible for allocation of equipment and funds. staff recruitment. 
supcuvision of budget, financial statements and accounts department 

1989 - 1991 Lawyer. Messrs Harbotrle and Lewis, London 
Trained and qualified as a UK solicitor. Broad commercial training. Advising on 
public intcrnarional. EEc and UK law and comrncrciaVaviation questions. 



Name: 

Specidisation: 

: 

Nationality: 

Address: 

Languages: 

CURRICULUM VITAE 

Jens Kastberg 

Information, PubIic Relations, Communication 

 

Danish 

DanEduc a 1 s 
Granskoven 18 
P. 0. Box 69 
DK-2600 Glostrup 
Denmark 

Tel: + 4 5  43 % 22 00 
Facsimile: + 45 43 96 08 08 

Danish Mother tongue 
English Excellcnt 
Nonvegian ExccIlcat 
German Good 
French Good 
Swedish Good 

EDUCATION 

1980 M.A. Royal Danish School of Journalism Denmark 

1977 B.A. Economic/Social Geography. University of Aarhus. Denmark 

1974 Political Science, The Pumey School. Vermont. USA 

POST GRADUATE STUDYflRAIMNG 

1992 Proactive Development. ScanFurura 

1984 Presenting. National Danish Television 

1983-85 Television As Communicator, National Danish Television 

1981 Television producer, National Danish Television 

1978 The International Experiment, USA 

PROFESSIONAL EXPERIENCE 

1991 - Mariasing Director, Kzqtberg Kommunikation 
onments: Major s s i ,  

* . Company profile MAN B&W Diesel AG. Germany 
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Counselling and PR saategy Naval Tam Denmark Royal Danish Navy. 
Danyard, Monberg & Thorsen 
PR strategy and national campains: National Board of Crimc Prevention. 
National Board of Health 

* Information strategy, PR and event making on projcct "U 543" - the salvage 
of the German WW2 submarine 
EU information programmes in connection to the EU preparatory 
programme for new members 

* Priority Action; Information Rogrammcs, European Commission 
* SME informationprogrammes and PR strategy. ILO, UNDP 

1988 - I991 Director, DM Film & tv Ltd. 
Stan up and management of the company. Concept developing for major customers: 
Ministry of Industry. Andekbankcn. Unibank and leading campanies in the 
shipbuilding and associated industries. 

1987 - 1988 EditorIAssistant Director. DM Group Ltd 
Political information strategies in connection with major projects i.e. political 
recognition of private hospitals, health care reforms etc. 

1981 - 1987 Reponcr, editor (news, documentary). DR. National Danish Television 
National news reporting. editorial planning and design of five national elections and 
two Olympics. directing and production of documentaries. 

I979 --1980 Jaurnaliq Vendsysscl Tidcndc. Daily newspaper 

1976 - 1978 Project employee. University of Aahus. Dept of Geagraphy 
Project employee on the following: 

* Economic. social and culnual consequences of connecting a minor Danish 
island by bridge to the mainland 

8 Corrclation's between public fransportation and economic devclopmcnt of 
the villages in the country of Aahus. Denmark. 
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Gnuaua : Europun Frsnwork Group 
Tiilc : Jomt EU - US working group for s e a l  impacf of Chmobyf clonuc 

L FEES Bi DIRECT EXPENSES 

A Fees 

EU Experts 
EUworlr&? ( ~ & Y S  1 139 1 509 ) 70.751 , 

UK.R d m &  da\3 I mn&w I 92 1 424 1 39.008 
' 

AMOUNT 
CEcm 

Local E x p e a  1) I mmmlhs I 20 I 1500 1 30.000 

RATErrnVrr 
(Em 

rrPMs UNlT 

TOTAL A : 159.459 

QUANTlTY 

I)  AAcrapprovd d Q e  CVs by the Ccmmirdm 
2 )  Stuq 1cw 12 partisricipau + EU Expert fa 10 days. Payable agahrsi sped  pramcc time he&. 
3) M m W y  m c  ECU 400 = ECU 112.5 + --line Lime 
4) 212 days = 92 days (mtanPimal up- and 120 days (ady tour) 
5 )  33rcp0&=11 rcpmtobesmtto~UknincandBrussels 
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Executive Summary 

The EU members of the joint project team undertook a mission to Kiev during the period 
14 - 17 Nosember 1995. The purpose of the mission was to: make further preparations 
for the proposed December workshop for the Joint Steering Committee; follow up on 
previous discussions held on 4 November with the Chemobyl Information Centre in 
Kiev; conduct preliminary discussions and planning with the local team leader; and to 
endeavour to obtain and endorsement for the project TOR. The major positive outcomes 
of the mission were the agreement with the local team leader, an expert respected by 
both Westerners and the Ukrainian Nuclear Industry, in particular the management of 
Chemobyl NPP; detailed planning and assignment of tasks for the preparation of the 
proposed December Workshop; and the agreement of the management of Chemobyl NPP 
to actively participate in the workshop. Certain problems continue to exist in relation to 
the endorsement of the project TOR. It would appear that the decision to endorse is 
closely linked, not surprisingly, with the signing of the Ukrainian - G7 Memorandum 
concerning the closure of Chernobyl NPP. As mentioned in the repon of the Octoberjoint 
EU - US mission, the possibility of experts obtaining an endorsement is limited in the 
current negotiation deadlock concerning the Memorandum. It is considered that an 
intervention at a political level is required. Given that the mission has obtained, through 
the local team leader, an agreement by the management of Chernobyl NPP to participate 
in the first project workshop and to actively collaborate during the project 
implementation certain obstacles to endorsement may have been removed. It should be 
noted that the willingness to co-operate on the part of CNPP is not as yet forthcoming 
with respect to the EU Employment Services project in Slavutich. Therefore, it is 
considered that, despite the current lack of endorsement, preparation for the December 
workshop should proceed in order to secure the continued support of the management of 
Chemobyl NPP. 
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1.0. Introduction 

1.1. Between 23 October and 3 November 1995, B. Kelly and R. Short of the EU - 
US project team undertook a mission to Kiev. That mission established a modus 
opcrandi for project implementation and co-ordination between the EU and US. 
Moreover, a potential local team leader was identified. The October mission 
team also undertook the necessary work to ensure that the draft EU-Ukrainian- 
US TOR was submitled to the Government for consideration. However, i t  was 
not possible to obtain an endorsement at that time. In order to maintain 
momentum in attempting to obtain an endorsement, the current mission was 
launched. It should also be noted that the Ukrainians had been informed that a 
member of the EU - US team would return for follow up discussions during 
week beginning 13 November. 

1.2. The purpose of the mission was to: 

o seek to advance the endorsement process; 

o follow-up on discussions held with Chernobyl Information Centre and 
Goscomatom (held on 4 November with the participation of Mr 
Humphries (EU), hls Kessler (US) and Ms Swanson (USAID); 

o discuss the project TOR and negotiate with the identified potential local 
project leader, and 

o finalise the programme and allocate tasks for the preparation of the 
proposed workshop to be held between 12 - 13 December. 

In addition the team held co-ordinarion meetings with USAID and the EU 
Employment Services project. Furthermore, preliminary discussions concerning 
the planned study tours were held with the British and French Embassies. 

1.3. Members of the EU mission team were: 

Roger Short Joint Programme Co-ordinator 
David Johnson Expert 
Jens Kastberg Media and PR Expert. 

2.0. Key issues arising from the mission 

2.1. The Local Team Leader. 

Following discussions during the October EU-US mission with the EU 
Delegation in Kiev concerning an appropriate local team leader, contact was 
made with Dr Steynberg. Dr Steynberg is wzll known to both Westerners and 
the Ukrainians. He has been previously a member of the Government (Minister 
of Energy) and has worked at Chernobyl NPP. He is regarded as a reformer and 
is respected by the management of CNPP and the EU and US. Dr Steynberg has 
recently been engagzd by CNPP to undertake an analyses of the Plant with 
respect to quality control needs and manpower re-structuring. Prior to agreeing 
to accepting the role of local team leader, Dr Steynberg sought the acczptance of 
the CNPP management to ensure there would be no conflict of interzst . 
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During the discussions with Dr Steynbzrg, he stressed the need for the project 
team to understand the cultural and emotive issues surrounding the closure of 
CNPP. He noted that there was interest among certain CNPP employees living 
in Slavutich to start their own businesses. This information contradicted the 
perception that this was unlikely route or desire for CNPP workers. Dr 
Steynberg considered that this aspect should be taken into consideration in the 
social impact plan in order to direct opinion away from the negative aspzcts of 
closure to a positive one that identified and assisted in elaborating sustainable 
alternative opportunities. He also noted an acceptance by the Plant management 
that private szctor involvement would be essential to solve the employment 
problems of Slavutich. It would appzar that in the current re-structuring plan, for 
which Dr Stzynberg has been commissioned by CNPP, a certain level of lay-offs 
are anticipated by the Plant management. Moreover, some 500 young first - time 
entrants to the labour market are expected in 1996 in Slavutich. 

-3. Despite the fact that Dr Steynberg is a declared opponent of closing CNPP, he 
stressed the importance of developing a programme for addressing the social 
impact of closure. His close links with Chernobyl and his forward thinking on a 
number of issues, such as to develop SIavutich and its hinterland as a successful 
pilot region for economic reform, will contribute to the active participation of all 
key actors in the project. 

2.2. LnvoIvement of key actors 

Whilst the beneficiary of the EU-Ukrainian -US Joint Project is stated as being 
the Government of Ukraine (Deputy Prime Minister Kuras), i t  was agreed during 
the October mission that it would be essential for the local actors in Chemobyl 
and Slavutich to be actively involved in the project implementation. A follow up 
meeting with the Chrrnobyl Information Centre in Kiev, confirmed that they 
would actively co-optrate. In addition, and of greater importance, the 
management of CNPP has agreed to panicipare in the proposed December 
workshop and has offered to host the event at the Chernobyl Information Centre. 
His participation would be dependent upon an invitation from either the 
Government (Deputy Prime-Minister Kuras) or the EU and US. Whilst it is clear 
that there could be ulterior motives in the Plant's management willingness to co- 
operate in the pro-iect activities, it is clear that every effort should be made to 
build upon this offer of co-operation and they will be critical to thz success of 
the EU-Ukninian-US effort. Dr Steynberg, the local team leader, will be an 
important catalyst in the initial stages of the project. During discussions with the 
EU TACIS Employment Services Project Management, it emerged that the Plant 
managzment was regarded as a ma-ior obstacle to implementingchanges in 
Slavutrch. 

2.3. Proposed December Worlishop 

2.3.1. Detailed planning and assignment of tasks for preparation were agreed with the 
local team leader. It was decided that a visit to CNPP and Slavutich be included 
prior to the two day workshop. It was agreed that the visit would take place on 
12 December and the workshop on 13 - 14 December. The local tzam leader will 
make the logistic and practical arrangements for the three days and ensure the 
preparation of local background papers. 
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2.3.2. The issue of whether the December workshop should proceed should the G7 - 
Ukrainian Memorandum concerning Closure not be signed. The project team are 
obviously not party to the overall political negotiations and appreciate the risk of 
-giving the wrong signals" if the workshop is held despite the Memorandum not 
having been signed. Ho~vever, should the workshop not be held, there is the risk 
that the collaboration of the CNPP management, and momentum in general, may 
be lost. In addition, as mentioned in the Octobzr mission report the workshop 
could serve as an important step in securing endorsement of the TOR in the 
event that it has not been obtained by that date. 

2.4. Endorsement of draft TOR 

During discussions with the project manager of the EU TACIS Employment 
Services project, it emerged that he had received information that Deputy 
Ministers had received instructions not to state an opinion on the draft TOR. 
Therefore, there is obviously a political motive surrounding the delay in non 
endorsement. As a result it is considered that there limited possibilities of the EU 
- US team obtaining endorsement as a this will have to be done at a political 
level. Having stated this, the fact that CNPP has agreed (albeit verbally via the 
local team leader) to collaborate in the project, it may now be easier to secure an 
endorsement if there is an intenrention at a political (Ambassador) level on the 
pan of the EU - US. 

2.5. Co-ordination matters 

Meetings wzre held with hlls Swanson USAID and the EU TACIS Employment 
Senfices project lo inform of the mission's activities. 

3.0. Recommendations and follo~v-up 

3.1. The main issue relating to follow-up concern guidance from the EU and US to 
the project team as to whether preparation for the December workshop should 
proceed. Sub-section 2.3. above outlined some of the issues. If the 
Memorandum concerning Closure is signed as scheduled, there will not be 
sufficient time to prepare the workshop if preparation has to be delayed until 
after signing. If the workshop is not held in December, it cannot realistically 
held until late January or early February. This will delay project implementation 
considerably. The project team does however appreciate there may be political 
reasons for not conducting the workshop in December. Despite this i t  is urged 
that attention be paid to the possible loss of future co-operation on the part of 
CNPP and the local team leader as a delay may be regarded as a lack of 
seriousness or resolve on the part of the EU - US. The importance of the 
workshop as a forum to working towards an endorsement of the joint TOR, 
should it not have been obtained by that date, should not be under-estimated. 

3.2. The local team leader will contact the EU Delegation in Kiev concerning 
invitations for the workshop. Moreover, whilst he may be reluctant to participate 
in meetings with the Government, Dr Steynberg could be consulted in relation 
to appropriate ways to speed up the endorsement process. 
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1.0. Background a n d  Context 

1.1. A decision had been taken to hold a project preparatory workshop in the Ukraine 
under the auspices of the EU-Ukraine-US Joint Project to develop a plan of action to 
address the social impact of closing Chernobyl NPP. The workshop was planned for 
12 -13 December 1995. Two previous missions had been undertaken relating to this 
issue. The first during the period 24 October to 3 Sovember 1995 (EU - US Joint 
Mission) and 14 - 17 November 1995 (EU Mission). Reports of those missions have 
been submitted to EU TACIS and the relevant US bodies. Finally, a member of the 
EU team had been in Kiev during the period 27 November - 1 December concerning 
other matters but had devoted some time to the planning of the workshop. 

The political issues surrounding the G7 - Ukrainian negotiations relatins to the 
Memorandum concerning the closure of Chernobyl XPP had limited the possibilities 
of securing the endorsement of the joint draft TOR of the project. Despite this, a 
decision to proceed with the project planning workshop was taken. However, despite 
the fact that practical arrangements for conductin_r the workshop were well advanced 
by 1 December, it was not clear who in fact would attend. The project ream 
considered that it was essential to secure the participation of the local interested 
parties (in particular senior staff of Chernobyl NPP and the authorities of Slavutich) 
if the development of the action plan were to be a success. In order to secure the 
panicipation of key interested parties, i t  was decided that the team leader should be 
on location in Kiev during the week prior to the workshop. A Note for the File 
(Annex A) was prepared and distributed on 8 December. The Note outlined the key 
issucs raised d u r i n ~  the week. 

2.0. The Workshop 12-14 (including visit to CNPP on 12 December) 

2.1. I~Icthodology adopted 

The methodological approach for the workshop was designed to ensure the maximzm 
engagement of the participants. The need to establish a working atmosphere for the 
project that would result in "local ownership" of the final action programme was 
deemed of paramount importance.In order to provide a more positive worhng 
environment, the title of the workshop had been changed from "Social Impact of the 
Closure of Chernobyl NPP" to "Sustainable Development of the Slavutich Region". 
The future well-being of the workers of CNPP and the inhabitants of Slavutich Region 
were a pivotal issue for the workshop. The workshop was designed around a number 
of plenary sessions and work groups. The logical framework approach was utilised to 
determine the key problem areas associated with the sustainable development of the 
Slavutich Region. 

2 .  Prior to the two day workshop, participants had the opportunity to visit Chernobyl 
NPP and Slavutich. In Slavutich, two enterprises were visited, one involved in 
transport and the other in laser technology. These types of enterprises, of which there 
are apparently approximately 100, are viewed by the local authorities and the 
management of CNPP, as potential employment senerators for workers who will be 
displaced during the phased shut down of CNPP. The visits offered the opportunity 
for the non-Ukrainian esperts, and certain Ukrainian participants, to obtain a better 
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insight of the issues concerning the social and employment spheres. 

3.0. Workshop participants 

The majority of the participants were representatives of Slavutich and Chernobyl NPP. 
In addition, two Members of the Chernobyl Committee of the Supreme Soviet and a 
member representing the Council of Ministers (Social Affairs) attended. (see Annex 
B for list of participants) 

4.0. Main Outputs of Workshop 

4.1. The approach adopted, as outlined in 2.0. above, facilitated a very open and frank 
working environment. A logical framework was produced (see Annex C) and an 
outline schedule for the project prepared (this will be further elaborated upon at a 
meeting to be held on 5 January in conjunction with the team leader of the TACIS 
Employment Services Project). 

4.2. Problem areas identified. 

Six main problem areas were identified by the participants. These were identified as 
being: 

4.2.1. Psychological attitudes 

The issue of the psychological attitudes of the population of Slavutich and thz 
workers of Chernobyl NPP is one that is often raised. It is suggested that the 
uncertainty surrounding the future of CNPP has diminished worker motivation 
and may have implications for safety at the plant. 

The uncertainty surrounding potential level of state support (or lack of) in tkie 
event of closure is a factor that is of major concern to the workers at CNPP. 
This must be viewed in terms of the comprehensive welfare benefits currentiy 
provided by CNPP. 

The expectations of workers, in terms of prospective alternative appropriate 
employment and salary levels is viewed as an important issue in influencing 
the attitudes and frustrations of CNPP workers and their families. 

Slavutich has one of the highest birth rates in the Ukraine. Of major concern 
to the population of Slavutich is limited job opportunities available to the 
younger generation. 

Health issues and general concern of their own well-being and that of their 
chiIdren was cited as being a factor that influences the psychological attitudes 
of the workers of Chernobyl. 



1 4.2.2. Human Resources 
:: 

Particular problems associated with human resources were identified. Firstly, 

') there currently exist limited alternative opportunities for the large number of 
i highly educated staff of CNPP that risk being made redundant. Secondly, there 

exists a high level of female and youth unemployment among the population 
of Slavutich. Thirdly, there exists a substantial number of job opportunities in 
the Slavutich Region which the local population are not willing or capable of 
taking advantage of. As a consequence workers have to be brought in from 
outside the immediate Slavutich Region to fill the vacancies. The problem of 
the mis-match of skills and knowledge within the local labour market was seen 
as one requiring urgent attention. 

Virtually all of the services provided to the community are financed and 
controlled by CNPP. This not only includes welfare, schooling and health 
services but also the financing of cultural and sporting activities. 

The issue of whether the employees of the new emerging enterprises could 
benefit from a similar level of services was discussed to some extent durinz 
the workshop. This issue would have to be addressed during the work involved 
in preparing the Plan of Action. 

3.2.4. Lack of Labour Mobility 

The lack of labour mobility can be attributed to a number of factors which 
have already been mentioned in previous sections. In summary the key issues 
relate to: the high levels of salaries of CNPP workers compared to ather 
groups in the Ukraine; the high standard of living in Slavutich; th: high level 
and quality of leisure activities offered in Slavutich; the level of social 
protection enjoyed by CNPP workers; and the high level of education of many 
of the workers. 

4.2.5. Lack of Diverse Eco~zomic Acrivip. 

Virtually all economic activity in the Slavutich Region, and in particular 
Slavutich itself, is confined to the operation of CNPP and the provision of 
services to the Plant and the town of Slavutich. Slavutich is a purpose built 
town constructed to house CNPP workers. This factor, combined with the 
general situation that existed until recently in the Ukraine, has meant that there 
is no history or culture of enterpreneurship. In addition. the general legislative 
environment and the inherent uncertainties that currently exist were viewed as 
being major barriers to the development of diverse economic activities from 
those directly related to CNPP. Similar to other parts of the country, limited 
banking and enterprise senfices exist in the Region. A further barrier to 
investment was Government registration of land around Slavutich which is still 
considered to be in the exclusion zone. 
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4.2.6. Ecological Image 

A strategy to diversify the economy to ensure the sustainable development of 
the Slavutich Region will depend to a certain extent upon the ecological imase 
of the Region. This issue was debated in considerable length by the workshop. 
Efforts would have to be made to address the national and international 
perception of the Region. This will be an essential activity in attracting inward 
investment. 

A major conclusion of the workshop was the willingness of the participants to be 
actively involved in identifying the key problems and to contribute to the elaboration 
of the action plan over the coming months. There is an acceptance of the fact that the 
end solution will be a Ukrainian solution. Within this context it has been appreciated 
that the solution, one of sustainable development of Slavutich to ensure the continued 
well-being of the population of the Region, will be dependent upon realistic proposals 
that could make inward investment attractive. The EU and US can contribute as 
catalysts in this process. However, at this early stage no commitment to contributin: 
to subsidised funding was anticipated by the participants. Obviously, these attitudes 
may change during the course of preparing the action plan. 

6.0. Follow-up and Recommendations. 

(a) Follow-up workshops have been planned to take place each month. Each will 
involve a specific topic andlor discussions relating to the analyses of surveys 
undertaken. The next will be held during week commencing 15 January 1996 
and ivill involve the training in the use of survey material that is currently 
being prepared by the EU and US team. 

(b) A co-ordination and detailed planning meeting is to be held in Geneva on 5 
December. Following this the Inception Reporr and logical framework will be 
finalised and submitted to EU and US for approval. 

(c) Information workshops for Central Government are proposed. The first will 
take place following the completion and analyses of the first surveys, probably 
in mid-February. 

(d) In response to specific requests from the workshop, the study tours are to be 
substituted or combined with intensive training in subjects related to local 
employment and economic development and measures to deal with structural 
adjustment. 

(e) Efforts should be maintained at a political level to secure the endorsenlent of 
the joint terms of reference. 
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1 .O. Introduction 

In view of the political nature of this project, the programme manager has 
decided that reports will be provided on a weekly basis. This will ensure that all interested parties 
are continuously up-dated on progress. Moreover, the reports will identify any areas in which 
assistance or advice at a political level may be required. This report covers: a co-ordination 
meeting held in Geneva on 5 January with the EU TAClS Employment Services Project; 
discussions with the ILO Management Development Department, Geneva on 6 January and 9 
January; and meetings with the ILO Turin Centre on 10 January. 

2.0. Co-ordination and planning meeting 5 January. 

2.1. At the workshop held in Ukraine on 13-14 December, the urgency of initiating 
surveys of the workforce of CNPP and the population of Slavutich Region was emphasised. It was 
agreed that a planning meeting for this activity would be held in Slavutich on 16-17 January. In 
order to clarify the division of work between the two EU funded projects it was agreed that a 
co-ordination meeting would be held in Songy (Geneva) on 5 January. Mr Mouette of BBC, Mr 
Steinberg local team leader and Messrs Kastberg and Short of Carl Bro Management attended the 
meeting. Mr Kelly provided inputs in terms of forwarding draft survey material for discussion. 
The meeting covered the following issues: 

(9 Modus operandi of conducting the surveys and key issues to be covered at the 
planning meeting of 16-17 January; 

(ii) Contents of training abroad; 

(iii) Materials for translation linked with the planned workshops; 

(iv) Information dissemination stntegy for CNPP workers and the population of 
Slavutich; 

(v) Promotion Strategy; and 

(vi) Information dissemination and involvement at Government level. 

2.2. Modus operandi of conducting the surveys 

At the December workshop it was agreed that surveys andlor research in the 
following areas would have to be conducted: 

(a> Detailed labour market survey of CNPP and the population of Slavutich Region; 

0)) Survey of the estimated 100 enterprises that already exist in the Slavutich Region; 

(c) Attitude survey of workers of CNPP and the population of Slavutich; 

(d) Attitudes and views of potential national and international investors; 

(el Establishment of numbers of potential employment places that will arise as a 
result of the G7 Agreement; and 

(f) Research into the levels of contamination in the Slavutich Region 



An additional item not discussed at the workshop was that of attracting foreign 
investors in areas related to the components of the G7 Agreement. There may be a potential for 
FDI related to production of energy saving devices. However, because of the inherent problems 
associated with the image of SIavutich, investors may wish to locate elsewhere. The possibility of 
such investment and implications for re-location of CNPP workers should be examined during the 
project, subject to approval of the EU and US. 

2.2.1.Detailed labour market survey of CNPP and the population of Slavutich Region 

A key issue related to this activity was the methodology, scope, level of inputs 
and urgency. Mr Steinberg informed the meeting that considerable material exists at CNPP and 
with the Authorities of Slavutich concerning the profile of the workforce. However, it was 
generally agreed that this would not be in sufficient detail for the purposes of preparing the action 
plan. Mr Steinberg agreed to provide information at the planning meeting concerning the 
availability and quality of existing workforce and population data. It was further agreed that this 
information may be useful for preliminary analyses. 

It was agreed that a in-depth detailed analysis would be necessary. This would 
involve questionnaires and substantive household surveysJinterviews. It was further agreed that as 
the G7 Agreement was now signed, the survey and interviews should include the attitudinal survey. 
Mr Mouette has already contacted UNESCO for possible collaboration in this latter field. Draft 
survey material will be provided at the planning meeting for discussion and where necessary 
further elaboration. Furthermore, resourcing and timing of the surveys will be agreed upon at the 
meeting. 

In view of the lay-offs planned during 1996 the survey is of utmost urgency. 

2.2.2. Survey of the estimated 100 enterprises that already exist in the Slavutich Region 

At the December workshop it was agreed that during the project period efforts 
would be made to assist two to three pilot enterprises to develop business plans. The EU has 
agreed to provide inputs for this purpose through its Business Development Agency TACIS 
project based in Kiev. USAID has also indicated a willingness to provide similar assistance 
through one of its on-going facilities. 

There are currently an estimated 100 enterprises (or potential enterprises) in the 
Slavutich Region. Material for surveying these enterprises will be discussed at the planning 
meeting. On the basis of this survey, the pilot enterprises will be selected. This survey will also 
serve to determining the scope of and appropriate type of enterprise services to be provided in the 
Region. 

2.2.3. Attitudes and views of potential national and international investors; 

CNPP has indicated its willingness to participate in the establishment of a 
Regional Development/Investment Board. The extent of involvement has yet to be determined. 
However, a key issue related to the sustainable development of the Slavutich Region is the extent 
to which outside investment can be attracted. I t i s  understood that a number of Ukrainian 
entrepreneurs and financiers are willing to invest in a number of specific ideas. Mechanisms to 
quantify such investments are to be discussed at the planning meeting. With respect to intemational 
investment andor invoIvement these will be linked to a clarification of the next two points. 

2.2.4. Establishment of numbers of potential employment places that will arise as a result of the 



G7 Agreement 

It is obvious that the other components of the G7 Agreement will provide 
workplaces for former CNPP workers. In order to determine the level of potential employment and 
possible re-training requirements, the EU and US team members will need to study existing and 
future plans related to the other components contained in the G7 Agreement. This will need to be 
undertaken as quickly as possible. 

2.2.5. Research into the levels of contamination in the Slavutich Region 

A major factor for attracting any form of FDI will be the environmental 
sustainability of the Slavutich Region. Some background information has been obtained from the 
UN Civil Defence Agency by Mr Kastberg. However, the EU and US team members will need to 
have access to information regarding this aspect. 

2.3. Contents of training abroad 

At the meeting Mr Steinberg re-emphasised the point raised at the December 
workshop that study tours per se should be avoided. It would more appropriate that specific 
training be given to officials of Slavutich, the Government and CNPP who will be involved in the 
implementation of the Action Plan. It was further stressed that too many travel days (and costs) 
should be avoided. Training was identified as being required in topics such as enterprise 
development, regional development, enterprise services, human resource management and 
re-training. Possible means to address these requirements were examined by Mr Shon during the 
week following the meeting. 

2.4. Materials for translation Iinked with the planned workshops 

It was agreed at the December Workshop and at the co-ordination meeting that 
future workshops will include: 

(a) issues related to project progress and the development of the Action Plan and; 

(b) trainingheminar in specific topics related to the development of the Action Plan. 

It is known that the ILO has readily available materials in a number of key areas 
that have been identified as relevant both to the training abroad and the workshops. On 6 January 
Messrs Steinberg and Short had preliminary discussions with Mr Joseph Prokopenko of the ILO 
Management Development Branch concerning the availability of such materials. Mr Short held 
follow up meeting on 9 January. The EU and US team members will also determine what readily 
available materials exist that have been developed within the scope of funding of the respective 
Agencies' TA programmes. 

2.5. Information dissemination strategy for CNPP workers and the population of 
Slavutich 

In view of the fact that the G7 Agreement is common knowledge, it was agreed 
that mechanisms should be introduced to inform CNPP workers and the population of Slavutich of 
the project activities. At the planning meeting of 16-17 January, plans will be elaborated to 
transmit parts of the future workshops on the local closed circuit television. In addition a regular 
newsletter concerning the project activities will be produced. This will be distributed locally, to 
the relevant Government Agencies and the EU and US (G7 if deemed necessary). 
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2.6. Promotion Strategy 

The broad issue of promoting the Slavutich Region was discussed at the meeting. 
Promotion outside of the Ukraine cannot take place until a clear picture of the environmental 
sustainability has been established. However, during the discussions the possibility of some form of 
representation in Brussels, similar to those of EU Regions, was raised. It was indicated that CNPP 
(Slavutich Region) would be interested to have such a representation and would be capable of 
providing the required funding. Mr Short is examining the appropriate mechanism for such a 
representation aild has informally contacted an existing structure to determine the feasibility of 
being associated with them. 

2.7. Information dissemination and involvement at Government level. 

The success of the development of the Action Plan depends greatly upon the 
active involvement of all parties at a local level (i-e. CNPP and Slavutich). However, it is equally 
recognised that support from Government is required. In conjunction with the February Workshop, 
an information meeting will be held in Kiev for relevant high ranking officials. In addition, subject 
to the approval of the EU and US, contact will be made with the UN Office in Kiev to determine 
the possibility of being associated with their World Wide Web site to which the Supreme Soviet 
and the Council of Ministers are linked. 

3.0. Contacts with the ILO 

The contact with the ILO was established for the following reasons : 

(a) The Ukraine, as a founding member of the ILO, values its membership of the 
Organisation very highly. One of the L O ' S  Constituent Members in the Ukraine is the Ministry of 
Labour. A potential association of the ILO with certain of the project activities may serve to assist 
in providing enhanced prospects of approval by the Government (the matter of UN involvement to 
provide a neutral view was raised by the EU Energy Expert during the December 1994 
identification mission); 

(b) Joseph Prokopenko is Ukrainian, advises the Government and is a world 
re-known expert in productivity management, enterprise and management development and 
economies in transition; and 

(c) The ILO has a training facility in Turin which could be utilised to host the 
required training. Such a location could provide a neutral environment . 

3.1. Discussions with Mr Prokopenko. 

As a follow-up on the joint discussions held with Mr Steinberg on 6 January, Mr 
Short had a meeting with Mr Prokopenko on 9 January. The purpose of the meeting was to 
establish those ILO materials available which could potentidy be used at the planned workshops 
and also the potential cost implications of Mr Prokopenko providing an input to one of the planned 
workshops. Mr Prokopenko provided the following materials: 

(i> Productivity Management: 

(ij) Human Resource Management in Economies in Transition: The East European 
Case; 

(iii) Management of Privatisation; 



(iv) Environmental Business Management: 

(v) Guidelines for the analysis of policies and programmes for small and medium 
enterprise development; 

(vi) Guidelines and instruments for improving organisational performance; 

(vii) UNIDO-LO Maintenance Management Manual; and 

(viii) The 1.0 Improve Your Business Package. 

These materials wU be discussed at the planning meeting and the cost 
implications of mslation wiU be determined. These wiII also be discussed in the context of 
existing EU materials such as the Social Crisis Management Manual for which there is already a 
request to translate certain elements. 

The possibility, ( i n  a non-committal basis as approval from the EU and US 
would have to be sought, ) of Mr Prokopenko providing inputs at the February workshop. He 
would be willing and also to provide any other inputs that may be required during the project. 
Certain inputs may only require the re-imbursement of travel and accommodation costs. 
Clarification on this issue will be provided on return from the planning meeting (22 January). 

From his experience he proposed that possible topics for the workshops could be: 

(a> Privatisation, Re-structuring and Entrepreneurship Development (for senior CNPP 
managers, local municipal managers) 

(b) Productivity and Quality Management 

(c) Management Competence Development; 

(dl Human Resource Management and Human Resource Development; and 

(el SME Development. 

These will be discussed at the planning meeting and their cost implications (if 
any) determined. 

3.2. Meeting at the ILO Turin Centre (Mr Aizoni) 

For the reasons to establish neutrality mentioned in the introduction to this 
section, a meeting was held at the ILO Turin Center to determine the type of inputs that could be 
provided for hosting the proposed training. Moreover, the potential cost implications had to be 
established, It should be noted that if the original travel envisaged is to be reduced, there may not 
be any cost increases. A re-schedulling of budget items to reflect a number of options is currently 
being undertaken. The possibility of providing training for senior local actors and certain members 
of Government was discussed. The training could be combined with the elaboration of the draft 
action plan. Given the concerns expressed by the Ukrainians to avoid unnecessary travel, this 
approach would appear to be expedient. However, subject to the evaluation of costs and approval 
by the EU for their component to be conducted in the ILO Turin Centre, it may be appropriate for 
the US also to combine forces an! 
d also conduct their planned training at the same location . The required US expertise could be 

flown in to provide inputs. 



4.0. Follow-up and Recommendations. 

(a) Given the need to allow some local inputs to decide on the various alternatives 
which can be provided within the scope of existing budgets, the inception report will have to be 
completed after the planning meeting; 

Cb) It is suggested that Roger Short spend some, if not all, of week commencing 29 
January in Brussels to obtain information that has been discussed in this report and to discuss the 
inception report; 

(c) Some feed-back is obtained in terms of principle regarding the underlined 
sections of this repoh 

(4 Next report will be provided following the planning meeting and discussions in 
Kiev with relevant Ministries (18-19 January). 
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I. Introduction 

1. This paper has two aims: firstly, to venture a definition of the industrial district 
while examining a number of its controversial features; secondly, to describe a number 
of measures of industrial policy that, in Italian experience, have proven capable of 
stimulating this kind of business system. It is also worth noting that many people are 
convinced that it may be possible to apply the said measures of industrial policy in many 
different circumstances, even in order to stimulate the transformation of groups of small 
companies into company systems possessing the characteristics typical of the industrial 
district. 

II. Towards a model of the industrial district 

2. Economists base their definition of the firm on the provisions laid down by law. 
This is unproblematic as long as the company takes the legal form of a limited company, 
but clearly inadequate when confronted with several single companies owned by the 
same individual or with legally discrete productive units that are in fact linked by various 
kinds of co-ownership, agreements or partnerships. In either case the fate of the 
company is tied to events directly affecting other productive units, and it therefore 
becomes extraordinarily difficult to pinpoint the object of analysis. There is no shortage 
in economic literature of attempts to provide a precise definition of these sketchy and 
uncertain units of analysis. One might cite Richardson's concept of "co-operation" or the 
notion of "quasi-vertical integration" developed by Blois. 

The industrial district is another unit of analysis of the same type - lacking any 
clear-cut outline - but traces somewhat arbitrarily in such a way as to identlfy an 
"outside" and an "inside" within a continuum. As a result, the only possible strategy is 
to describe a simplified or - to take up Kaldor's ageing term - a "stylised" model. 

Bearing in mind these precautions, it may be stated that an industrial district is 
a set of companies located in a relatively small geographical area; that the said 
companies work, either directly or indirectly, for the same end market; that they share 
a series of values and of lcnowledges so important that they define a cultural 
environment; and that they are linked to one another by very specific relations in a 
complex mix of competition and co-operation. 

At this juncture, it is obviously essential to discuss and examine more closely the 
features enumerated. Many of the following sections will be devoted to this task which - 
it is worth stating explicitly and bearing in mind - draw strongly on Italian experience. 

3. At the outset it is wise to consider the productive base of the district: its most 
immediately tangible feature. 

An industrial district normally comprises many mini-companies (with fewer than 
20 employees), a fair number of small companies (between 20 and 50 employees), 
several medium-sized companies, and a few large companies. The relative proportions 
of mini-, small, medium-sized and large companies vary considerably £rom district to 
district. In a district such as Carpi one may find that around 60 per cent of the 
workforce is employed by mini-companies; in other districts it may be the medium-sized 
companies that employ the bulk of the workForce. The overall size of the district varies 
from 5,000 to 30,000 or even 50,000 workers. The number of workers, of course, 



comprises both employees and autonomous workers. The structure of the industrial 
district is not therefore, in so far as its overall size is concerned, very different from that 
of a single medium-sized to large company. 

As has already been stated, all these companies operate within a relatively small 
geographical area and the fact that this is considered relevant points to an important 
difference as regards the convictions of traditional analysis that tends to transform all 
facts related to localisation. But there is another and perhaps even more important 
point that should be made: that the district refers back to the vertically integrated sector 
in which the productive process takes place. An industrial district that manufactures 
shoes, for example, comprises not only shoe producers but also those companies involved 
in the advertising of shoes, those that produce shoe boxes, the manufacturers of glue, 
buttons, buckles, elastic bands, leathers, and patent leathers and also of course the 
manufacturers of machines for producing shoes (assuming, of course, that all the 
companies operate within the same geographical area). Viewed from this perspective, 
the district recalls in theoretical terms Sraffa's subsystem and, under certain conditions, 
the tradition of French economists. 

Industrial district companies can be roughly divided into three main categories. 
The first consists of companies that, whether they perform only a few or a great many 
different operations, manufacture the finished product and deliver it either to the retail 
system (if it is a consumer good) or directly to the companies that use the good (as 
almost always occurs in the case of investment goods). Firms belonging to the second 
category carry out one or several of the production phases needed to arrive at the 
finished product. h a metal and mechanical district, for example, some companies do 
lathe work, others do drilling, others produce metal structures, prepare dies or turn out 
moulded items. The third group of companies is the most heterogeneous of the three 
and comprises those companies that operate outside the sector to which the finished 
product statistically belongs, but which work for the vertically integrated sector. 

The majority of small firms are involved in a particular phase of production. Yet 
one of the essential characteristics of industrial districts is that they also include many 
small companies supplying the market for finished products. On the other hand, the 
majority of large companies work for the end market. Yet even many of the larger 
companies operate at an intermediate phase of production. Size, therefore, is not a 
strong indicator of the role played by a particular company in the manufacturing process. 

Many small firms that manufacture finished products supply the world market. 
It would be quite mistaken to imagine that small companies producing £inished products 
turn out goods of inferior quality destined only for the local, or at most, the national 
market. 

In any attempt to provide a definition of the industrial district, it is essential to 
examine the sites and modalities of competition and co-operation, both of which, as has 
been seen, may characterise inter-£irm relations. 

4. As has been noted, relations between companies within industrial districts are 
marked by the presence of strong elements of competition and co-operatioe It is now 
necessary to pinpoint the modalities and the sites of each of these types of relation. 
This will also shed light on the many hypotheses that see the district as either a network 
serving to link firms, or simply as a phenomenon of strong division of labour or, on the 
contrary, as an informal structure of co-operation and even mutual assistance. 



5. Typically, an extraordinary number of markets, in which firms buy and sell labour 
and activities, will exist side by side within the district. There is a market for each phase 
of the productive process: in a fashion wear dismct, for example, there are markets for 
loom or frame work, needlework, trimming and finishing, embroidery, ironing, a d  in 
some cases even for drawing. The buyers in these markets are either those firms that 
manufacture the finished product or those production-phase firms that undertake to 
produce a single complex component demanding more manufacturing processes than the 
aforesaid companies are themselves able to perform. In each of these markets, 
companies performing a similar work process or producing a similar product (not 
necessarily a finished product) will engage in lively and even fierce competition over 
price, quality and delivery and turnaround times. Of course the smaller the production 
run, the higher the quality and the shorter the delivery time, the higher the price. It is 
not difficult to explain why companies offering the same product compete so vigorously. 
The fact is that two of the key conditions underpinning competition are fully respected 
within industrial districts; the number of operators is high and the market quota of any 
individual company is low. It should be unnecessary after what has been said, yet it is 
necessary to allay widespread suspicion on this point - that it should be impossible within 
the district for any companies to form agreements regarding sales conditions, production 
quotas or total quantities to be produced. This applies of course both to production- 
phase companies and to finished-product companies. 

6 .  It is almost impossible to classify fonns of co-operation. The most one can 
venture is a survey of the more frequent forms, grouping them according to the 
economic function that they fulfil. 

To start with, many business people are linked by behaviours characterised by 
straightforward friendliness: as when very small companies borrow one another's tools 
or even such raw materials as are not readily available on the market. Often - to £ill a 
particularly large or urgently-required order - a firm may appeal for the co-operation of 
one of its competitors. This may involve a formal agreement (to the extent that both 
companies may then receive the order) or an informal agreement (so that as far as the 
commissioning company is concerned, only one firm guarantees the quality and delivery 
terms of all the work undertaken). The logic of agreements of this type is obvious: this 
kind of merely temporary co-operation, in which roles are frequently changed, enables 
each company on occasion to accept orders out of proportion with their normal 
manufacturing capacity or with the manufacturing capacity available once prior 
commitments have been honoured. 

Between pairs of companies there also occurs that form of co-operation that often 
receives much of the credit for the industrial district's capacity for innovation: the 
relation between the commissioning company and the production-phase company. On 
many occasions an item or component is not ordered on the basis of a precise design, 
with detailed specifications. Rather, the customer explains to the subcontractor the job 
that the item is intended to perform, and is then ready to consider whether that job 
might be filled by a standard component already on the market and therefore less costly, 
or, on the other hand, whether the item might be produced with a number of departures 
born the original design-hypothesis in order to make it easier to manufacture. The 
element of consultancy in the relationship that culminates in the order is particularly 
striking when the production-phase company is a manufacturer of dies. Indeed only 
seldom are dies ordered to meet precise designs. More commonly, customers provide 
a particular item as a prototype which they wish to have reproduced. However, to 
reduce costs, they are usually willing to modlfy the prototype, providing this involves no 



sacrifice of efficienj. In some cases, co-operation between customer and production- 
phase company may result in considerable alterations to the finished product eventually 
manufactured and may prompt technical innovations. Almost always of the incremental 
type, these innovations may nonetheless have considerable value in the market. 

There are many reasons why the manufacturer of dies or indeed any other 
subcontractor is so generous with hzs time and so willing to tackle a problem that does 
not really concern them directly. It may be that the trouble taken in the first instance 
has a promotional effect leading to an eventual production order. Moreover, available 
information suggests that consultancy time is usually accounted among general expenses: 
in the end, therefore, whatever algorithm is used in the calculation, the cost gets passed 
on to the customers. This does not imply, however, that a greater degree of consultancy 
might not be preferable (and direct costs inflated by higher general expenses) to less 
consultancy and a smaller additional increase in direct costs. Also because, 
hypothetically, in many cases such direct costs - precisely as a result of consideration and 
dialogue - may be brought down. 

Unlike those forms so far described, co-operation can involve many companies 
and require an agent to act as co-ordinator. The most widespread cases of this are: 
purchasing consortia in which many companies link up to obtain their inputs at a lower 
price: credit consortia, where firms join together to guarantee each other's bank loans, 
and to negotiate with banks to secure a lower interest rate; agencies, in Italy often 
taking the form of trade associations, that keep the accounts and wages-books for their 
member companies and, for a small consideration, fill in their income tax declarations. 
Moreover, trade associations often co-ordinate groups of associates in order to lower the 
costs of participating in trade fairs, or to promote their products in a particular area, or 
to purchase the necessary space for the development of their companies, or to construct 
- together, and therefore at a lower cost - the buildings needed to house their various 
factories. Even the classical role played by trade associations - trade union 
representation and representation of the trade vis-a-vis government authorities - can be 
seen as a form of co-operation. 

The factors prompting the above-mentioned consortium-type practices are easy 
to understand and pinpoint. Some jobs - like book-keeping or the purchase of inputs - 
cannot be performed very efficiently by each company on its own. The consortia 
described - or those organisations that function as consortia - simply provide a way in 
which small companies can assume the minimum size that is efficient in this or that 
activity. The aim therefore is to take advantage of all available economies of scale: 
"real" economies of scale, as in the case of book-keeping and the construction of factory 
buildings, and also "pecuniary" economies of scale, as in the case of purchasing or loan 
consortia. 

It is worth pointing out - given the lengthy debates that politicians and economic 
dealers have held around this issue - that sales consortia, which might after all seem in . 

a position to deliver, again in the field of marketing, the same economies of scale from 
which larger companies benefit - are missing from the list given above. There is a 
reason for this. A common venture - be it a purchasing consortium or a trade 
association - presupposes that all those participating in it receive (or at least can expect 
to receive) equal treatment. But unless the products manufactured by the companies 
in a sales consortium are very similar, or are developed as a co-ordinated set horn the 
design stage onwards, this is unlikely to be the case. Basically, this means that in order 
to co-operate over sales, through a single agency, the companies involved need to waive 



their independence to a far greater extent than when taking part in other forms of 
consortium. Unless, of course, the companies in question produce virtually identical 
goods, as is the case, for example, with agricultural companies, where sales consortia are 
indeed widespread. 

Lastly, small companies may form associations or be encouraged to work together 
in the pursuit of other goals, more immediately connected with the urgent need to make 
use of new technologies or to reach new markets. This is not, however, the place to 
examine the problems posed by the sharing of such senices - which might somewhat 
loosely be termed "superior" or advanced. We shall return to this issue in greater detail 
in the second part of this paper. 

7. It was stated at the beginning of this paper that industrial districts share a number 
of clearly identifiable cultural features. 

In districts, manufacturing and marketing expertise is very widely spread: indeed 
this body of technical knowhow forms an integral part of overall social heritage. In 
some cases it dates back to very distant times, as in the case of Prato where Francesco 
Datini was already exporting fabrics in the fourteenth century. In other cases, expertise 
is more recent and linked to the development of large local companies, or to important 
training schools. Furthermore, social mobility - in comparison to other areas - is very 
highly-developed, and there are many entrepreneurs who have worked their way up from 
the shopfloor. This list of features could be continued, and each point would merit close 
examination. But this is perhaps a task more suited to other disciplines which, at least 
as far as Italian districts are concerned, have in fact devoted considerable resources to 
this issue, and with good results. 

There is, however, a further characteristic that has an immediate impact on 
production costs and which therefore merits particular attention. It should be borne in 
mind that in industrial districts contracts between companies very often refer - although 
there is no specific provision for this - to the customary conventions of the particular 
area. The existence of these implicit specifications, deriving from local customs and 
history, and rooted in a language that is well understood by everyone, enables firms to 
draw up spot contracts with very low specification costs. Moreover, swindles and frauds 
are particularly rare and this also helps to bear down on overall transaction costs. 
(Indeed, recalling what has already been said about coasultancy work ofren covered in 
the work order, in many cases transaction costs may actually be deemed to be negative). 

This rather special climate is a result of the fan that - alongside state regulations 
- there is a second set of rules that derives from the community to which all the 
companies belong. This set of rules, shared by everyone and to whch everyone has to 
adapt - originates in civil society, and also carries a series of sanctions: whoever breaks 
the rules of the game is excluded £rom the community and can no longer work within 
it. 

It is perhaps worth pointing out that cases where state rules are flanked by 
another set of rules deriving from a smaller community are by no means rare. Quite 
apart from the Mafia or barbaric vendettas which adopt as sanction the killing of the 
culprit, one need only think of the impact of tradition in discriminatory practices against 
one group or another involving marriage customs, admission to particular schools or 
access to particular jobs. More specifically, within the business community, one might 
think of livestock markets where contracts are concluded with a handshake and where 



certain frauds are permitted (in that there is general consensus that if you fail to notice 
the fraud you deserve to pay the consequence) and other kauds not permitted. Or the 
stock-exchange, where the very speed of transactions means that until the end of the 
morning no written records are made of any contracts stipulated. 

Customs can of course - very slowly - be changed by legislation. But a local 
system of rules can survive as long as it does not conflict in any way with the law, and 
as long as it is useful to the community that has developed it. It will last at least until 
a period of crisis prompts many people to violate it, thereby rendering it ineffective and 
unreliable. 

It is perfectly possible to reduce this whole set of phenomena to a narrowly 
economic explanation. According to Von Weisaacher, the low cost of transactions may 
be explained by the fact that industrial district firms pay great attention to their 
credibility and reputation, both of which have a high economic value and form the 
premise of their success. But this interpretation tends to impoverish the overall picture, 
rather than making it easier to grasp. 

In any case, whether it is interpreted as a local rules system or as particular 
attention to the launching and reputation of the company, the lack of opportunism, the 
expertise and the social mobility mentioned at the beginning of this section combine to 
give the area a character that sets it apart £room other areas and &om the surrounding 
region. Referring to these characteristics, Becattini has defined the districts in terms of 
a sense of belonging that distinguishes "us" from "the others", therefore outlining, in this 
respect also, a limit and a boundary. 

8. The point that we have tried to highlight is that very vigorous and fierce 
competition coexists with widespread and well-developed forms of co-operation. Even 
if there are no cartels to set a lower price limit and no sales consortia, many other forms 
of collaboration are in fact practised, and have been listed. ! 

What theoretical kamework can usefully be adopted to account for this co- 
operation and to describe it? Basically, rwo m e s  of explanation may be advanced: the 
first is Richardson's "informal co-operation", which allows for relations between firms 
that do not prevent competition but which define it in a way that differs from the 
traditional view. The second explanation relies on Williamson's notion of "atmosphere". 
But Williamson's model, which emphasises the difEiculties involved in incomplete or 
imprecise contracts, as well as those involved in short-term contracts due to 
opportunism, seems ill-suited to account for this type of co-operation. Indeed, in this 
particular context, Williamson's "atmosphere" ought to deploy its effects in such a drastic 
way as to stand the typical situation of the model on its head. And there seems little 
sense in defining the market as the site of opportunism and of reciprocal 
incomprehension, if one then states that the particular conditions of "atmosphere" 
somehow prevail over the opportunism and over the lack of communication to such an 
extent as to afford the market a quite different set of characteristics. 

9. So far the features of the productive base of the industrial district have been 
pinpointed. It has been stated that competition between firms producing the same 
product is very vigorous, that firms h d  countless opportunities to collaborate, and that 
industrial district firms are Linked by important cultural phenomena. 



At this point, one cannot help but ask whether this definition can be put to work, 
whether it might in fact be applied in everyday research to distinguish what it is that 
constitutes an industrial district. 

A number of difficulties are immediately apparent. Usually, a group of 
companies - whether end-market oriented or production-phase - if they manufacture the 
same product, even if the group is concentrated in a limited area, is not bounded by any 
clear-cut geographical lines. The knitting district of Carpi has no clearly identified 
frontier. Within the manufacturing sector, the density of knitting firms decreases 
gradually as you go from Carpi to Mirandola and thence to Fenara, so that to draw a 
line at any point along the continuum, marking it out as a frontier, would be wholly 
arbitrary. It is the same with the silk district of Como or the textiles district of Prato. 
Only very few districts - the stocking and sock manufacturing district of CastelgoEredo 
would be an example - have an indisputable geographical boundary that one can point 
to on a map. 

Competition between similar companies, on the other hand, is ubiquitous. This 
aspect of the definition does not pose any problems. 

Co-operation, however, is a very different matter. The agencies that organise 
work sharing may be of a variety of types: consortia, trade associations, bodies sponsored 
and funded by local or provincial councils, or organisations that involve a whole range 
of bodies: local authorities, associations, trade unions and individual business people. 
Above all, the gamut of activities transferred from companies to collaboratively-run 
agencies can be enormously varied. In Modena the CNA (small business association) 
does the book-keeping for 4 per cent of firms, whereas in Ancona this job is entrusted 
above all to book-keepers and accountants even if firms often join forces to make use 
of the services of ISELQUI, which are simply not available in Modena. 

No less complex are the problems that arise from the need to take account of 
such intangible and unmeasurable facts as the sense of belonging or the adhesion to a 
style of inter-firm relations that stems from a local rules system. 

These difficulties become even greater as soon as one realises that, as with large 
companies, the nature of districts changes over time. The proportion of companies 
enjoying a direct relationship with the retail system increases or decreases. The 
productive structure becomes more concentrated or more scattered. The forms of co- 
operation become more effective and widespread or fade and are used less kequently. 
The sense of belonging weakens or extends over broader areas. The local rules system 
grows stronger or becomes less consistent. 

Under these conditions, it is hard to obtain all the data needed for any proper 
examination, and any attempt to reach hard-and-fast conclusions would therefore be 
misguided. Perhaps there is a basic flaw in any research strategy that sets out to 
examine a manufacturing system and to situate it - on the basis of all the variables 
described - according to a classification that only accounts for two types of production 
system: the company group and the industrial district. The company group is defined 
simply as a concentration of firms within the same manufacturing sector and operating 
in a limited area, and the industrial district as a system in which inter-£inn relations are 
strongly characterised in the way that has been discussed. 



A subtler type of classification, perhaps more practicable and less arbitrary, might 
hinge on the idea of development and growth, providing no room for clear distinctions. 
It might make sense therefore to label districts such as Carpi or Prato, where the 
conditions of the stylised industrial district model are satisfied, "highly developed", and 
to define those groups of secondary and sloppily-organised £irms working in the textiles 
sector at Sanluri, in Sardinia, in Ridgewood, or in Queens, as "backward districts". 
Between these two extremes, dowing for a whole range of intermediate shadings, but 
still with reference to the ideal model, all the other sets of companies would find a 
place. And one might then also speak of districts in decline, like Vigevano, or of 
districts, like the furniture district of Pesaro, that are enjoying a period of growth and 
development. 

111. Industrial policy and industrial districts 

10. If the industrial district gains the status - and the dignity - of a suitabIe object for 
andysis, and if it is accordingly acknowledged that it represents a typical and - at least 
in certain countries - a commonly occurring productive system, a number of problems 
then arise, especially as regards industrial policy. 

Current discussions on industrial policy in relation to industrial districts may be 
summarised as posing three questions: 

- whether the model of growth by districts - which is implicitly assumed to be 
positive - can be exported ("replicable" as many people say) and under what 
circumstances. This is a debate that is carried on in many newly-industrialised 
countries, in Spain, and in a number of Mediterranean countries. And yet it has 
aroused no interest, and one cannot understand why this should be so, as regards 
the Italian Mezzogiorno; 

i 

- whether anti-trust laws should be modified to allow the forms of inter-firm co- 
operation typical of industrial districts: this debate is confined to the United 
States, and relates above aU to the terms of the Clayton Act. The district is again 
assumed to be a productive system that merits support and encouragement 
through incentives; 

- whether the district can survive the introduction of new technologies and 
competition with low-wage countries and under what circumstances: this is a 
discussion that is held mainly in Italy. 

These three debates touch on very different issues. Here, we shall ody consider 
the third one. Of course the hypothesis that makes it possible to pose this question is 
that - except perhaps in particular sectors - no optimal manufacturing system can be 
identified; i-e., that it cannot be argued that in all cases large-scale business is more 
efficient than the industrial district. Only if this hypothesis is well-founded does it make 
sense to ask what measures of industrial policy are required for the industrial district to 
grow and develop, and to prevent it plunging into a spiraUing crisis. The need for tailor- 
made measures does not imply that the industrial district is by its nature at a 
disadvantage vis-&-is large-scale enterprise: it simply means that industrial districts 
require special measures of industrial policy. 



11. The measures to be introduced range over a wide variety of types: financial 
packages, training in technical, professional or management skills, and so on. But it is 
best to leave the analysis of these interventions out of the picture and to concentrate on 
what in Italy are referred to as sewizi reali. The idea is to prioritise "real services" as 
against financial incentives, and to offer companies the senices they need rather than 
the money to purchase those services on the market. The contrast is between meeting 
the needs of the companies directly and giving firms financial incentives to buy what 
they need. 

But what are these real services? All one can do is list a series of possible real 
services which are in fact already provided by a number of agencies. 

The first example of what might be considered a real service is the provision of 
information regarding the technical standards enforced by law in various foreign 
countries: these often function as non-tariff protections. A small-scale producer of farm 
machinery - a small tractor, a hay baler, or a simple manure-spreader - wishing to export 
his products from Italy to Germany, France, England, Spain or Austria or Sweden, needs 
to be familiar with the technical standards in force in the various countries. To provide 
this service involves setting up and equipping an office to which the entrepreneur can 
turn for the technical. specifications with which manure-spreaders in Bavaria, for 
example, have to comply. Such an office would be able to give the entrepreneur details 
regarding minimum wheel size, minimum and maximum headlight heights, compulsory 
headlight size and voltage, etc. Since non-tariff protections are very rigorous and since 
small-scale producers of farm machinery are likely to encounter extraordinary difficulties 
in any attempt to find out about changes in standards, there is little point in offering an 
entrepreneur money so that he can go out and buy the required information. The 
entrepreneur simply would not h o w  where to start looking for this information on the 
market. 

Another example of a possible real service would be to provide firms with the 
software they require in order to design and manufacture their products. Such software 
could, of course, be produced by firms already operating on the market. In actual fact, 
however, existing software houses do not produce these packages or CAD-CAMS. And 
this is because the potential users are either unaware of the existence of CAD-CAMS, 
or they underestimate their importance, or they believe them to be beyond their reach. 
Accordingly, software producers, before deciding to embark on this kind of work, would 
have to identify their potential market, carry out a fea5ibiIit-y study, and so on. Ln other 
words, they would have to be much more business-like and eEcient than they really are. 
For there is another point that has to be borne in mind: all this preliminary work would 
have to be carried out not by huge companies such as Microsoft or Santacruz, which 
operate in quite different markets, but rather by the small locally-based software houses. 
Lastly, these software houses would also have to invest heavily in efforts to reach and 
win over potential users, i.e., to create a market for themselves. AU of which is 
manifestly impossible. 

A third example of a real service would be the testing of manufacturers' inputs. 
Mini-companies producing finished products, and indeed mini-production-phase £inns 
too, often find it very hard to check the quality of the iron or silk or fibre that they 
have to work with. In Italy there is no public or private network of laboratories able to 
perform these analyses rapidly and affordably. It would therefore be useful to open a 
laboratory where an entrepreneur needing to check, for example, that the silk he has 
received from China is really top quality, can have the analysis of the silk performed and 
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receive a quick answer to his query. Or where a turner can take the steel he has bought 
from the whoIesaler so that an expert can check that it is of the required grade for the 
item that he has been commissioned to make. 

Another example of a real service might be the translation of tenders advertised 
in underdeveloped countries. In Italy, as no doubt elsewhere, it is quite easy to find out 
about such tenders: from the Chambers of Commerce, from the Ministry for Foreign 
Trade, and from various other sources. What is not so easy is to obtain a full text of 
the announcements, and an Italian translation that renders the technical and legal terms 
correctly. This, too, is a job that could be performed by a local services agency, and 
might help smaller industrial district firms to compete with larger companies, perhaps 
by drawing up temporary agreements that would enable firms to provide the full line 
requested. 

To sum up the points made so far, the provision of real services involves 
supplying companies, in return for payment, with those goods or services that they 
require, instead of giving them the money they need to go out and buy the said goods 
or services on the market. Often, though not always, it is a matter of disseminating 
information. 

12. Why must these services be supplied by public bodies rather than relying on 
private enterprise to step in? The reason is obvious: private enterprise simply doesn't 
supply these services. The question therefore needs to be rephrased: why does the 
market not function? Why is there no point in providing firms with incentives to buy 
those services? Why, instead, is it necessary first to supply the services required and 
then to encourage the firms to purchase them? 

Basically, the answer is that we are faced with an imperfection in the market 
mechanism. There are a number of reasons why the market does not produce the 
services required. 

Firstly, the expertise needed to supply the real services in question is not to be 
found in the social environment in which the industrial district operates, and therefore 
has to be drafted in from outside. .The need to bring in outside expertise is one of the 
main motivations behind the measures of industrial policy under discussion. 

Secondly, even when, however well-concealed, the appropriate expertise is present 
within the district's social environment, very considerable investment is needed to 
produce the services required, and returns on this investment may take a long time 
arriving. This is due to the fact that the patchy expertise available does not easily create 
much demand for the services or goods that it might eventually manage to provide. 

Thirdly and lastly, the private sector is ill-placed to provide the kind of services 
that are demanded of "real services" centres because the very nature of the information 
involved is that of a public asset. 

The distinctive characteristic of public assets is that they may be enjoyed by the 
individual person or organisation free of charge. It follows, of course, that since no- 
one is entitled to derive profit from the sale of such assets, no-one is prepared to 
commit the resources necessary for their production. The example most kequently used 
to illustrate this situation is that of a garden that is open to the public but that no citizen 
wiu undertake to tend and guard. In such cases, text book theory proceeds, if the public 



asset increases collective well-being, it will be produced and guarded at the expense of 
the community or of the State. 

The distinction between public and other assets does not of course lie ia the 
nature of the assets themselves, but rather in the rules that regulate the relations 
between such assets and civil society. On the other hand, a private asset, depending on 
the elasticity of demand, may be sold at a low price to many people, or at a high price 
to a few, or, lastly, may be reserved for the exclusive use of whoever produced it. 

In more concrete terms, this series of cases ranges horn at one extreme a garden 
open to all and sundry, via the garden of a duke open to all those willing and able to 
pay a small entrance fee, the garden of a hotel - not in itself exceptional in any way - 
which for a considerable price is available to its few customers, and, lastly, to the private 
garden. 

The rules and the market that operate in the field of information are similar, but 
not identical, to those described. Some items of information, Iike those broadcast on 
the radio, are hee. Other kinds of information, such as newspapers carry, have a huge 
market and are available at a very low price. Other information, such as that to be 
gleaned from research, is available only to its producer. 

Information that is emremely expensive and can be sold to few people is very rare 
and perhaps does not exist at all. This is not because the rules that regulate the transfer 
of information cannot be brought into line with those applying to gardens, but rather 
because the nature of infonnation is such that those who produce it are unable to 
determine the use to which a subsequent purchaser may then put it. Thus, whereas the 
very low price paid for a newspaper leads to neither the loaning nor the reproduction 
of the copy purchased, the high price demanded for a secret report on the reliability of 
a given company may, in the most straightforward of cases, induce a number of 
purchasers to share the expense. Indeed, subscription to reports on economic and 
market trends earmarked for a restricted circle of associates often assumes the form 
more of a club membership fee than an outlay made in order to obtain information. 

How does this all relate to services centres? What relation is there between this 
approach to information and industrial policies? 

The basic idea is that large companies are able to gather the idormation they 
need directly, keep it secret, and derive profit horn it. And this applies not only to 
research findings but also to information regarding market trends or, say, tenders 
announced by Nigeria. 

Small firms, in contrast, cannot operate in this manner. The small-scale nature 
of their operations means that the direct collection of information is unprofitable. 

The points made thus far help to account for the fact that - in a scheme a la 
Stigler - the market does not function either. The simple fact is that only the ''many 
customers, rock-bottom prices" market and not the "few customers, soaring prices" 
market is open to companies involved in gathering market information. Under these 
circumstances, the creation of a market for information that is not in broad demand 
really means becoming involved in technology transfer. It means committing oneself 
to an effort at persuasion and at the creation of consensus that may in fact not be in 
the interests of a private company. Fundamentally, it is a kind of training activity, the 



benefits of which will certainly become apparent to the manufacturing fabric and to the 
social system but which may not be completely internalised by the company that has 
produced them. It is this need for a broad market, and at the same time the blurring 
of any distinction between the information market and training activities - which, it 
should not be forgotten, are also immune to appropriation by the private firms that run 
them - that prevents the emergence of private initiatives in this field, thereby making it 
necessary for the state to fill the gap. 

The situation can perhaps best be described in "Schumpeterian" terms. The new 
technology has been introduced by the large firms that have discovered and developed 
it. But we are still at an initial stage. The large innovative firms are busy in the world 
markets, with potentially general purpose products, and have nothing to gain from 
pursuing small sectorial or district markets. The challenge they face is still at much 
higher levels. A number of large user companies attempt to carry through the 
adaptations necessary to £ill the specific tasks requested of them. But the scattered 
tissue of firms working on the innovation is still too fragde to take up those spaces that 
the new technology will sooner or later come to occupy. The market, in other words, 
cannot be said to be incapable of performing its tasks: more simply, it is temporarily 
incapable, and outside intervention can help to reduce delays. 

It has to be stressed, of course, that the fact that the small firms of the industrial 
districts require an intervention of this kind marks a difference between the small firm 
and industrial district productive fabric and, on the other hand, large-scale companies. 
The point is simply that large firms are able to internalise expertise by bringing it in 
from outside, whereas small firms cannot do this. The transfer of information and 
expertise from the outside into the large-scale firms is a completely different process 
from the transfer of expertise into a social fabric that, like industrial districts, is not only 
complicated and rich but also bogged down with inertia. 

13. In our view, Hirschrnam provides the most useful theoretical point of reference 
for an account of real services and for an explanation of the need for real services to 
be supplied by the public sector. The idea is that there are various bottlenecks that act 
as both obstacles and opportunities. Of particular interest here is the bottleneck created 
by a shortage of expertise. The social fabric identified with the industrial district needs 
greater knowhow and finds this extra knowhow very hard to acquire, in part because it 
has to be available to the entire fabric rather than becoming the exclusive property of 
a few. This constitutes a bottIeneck and an obstacle to growth. To provide the social 
fabric in which the small companies operate with this knowhow and expertise transforms 
the obstacle into an opportunity: new knowhow, shared by hundreds or even thousands 
of people can unleash great creativity, originality and understanding not only at the 
product design stage but also at the process design stage. 

14. At this point it is worth examining the "technical aspects" involved in the 
production of real services. It is my impression that the subject can be usefully 
subdivided by asking the following questions: to whom should the services be supplied? 
What services should be supplied? How should they be delivered? What price should 
be attached to them and how should they be assessed? 

15. To whom must real services be delivered, for whom must they be designed? The 
basic point is that services must be supplied to a group of firms rather than to a single 
h. This follows inevitably from what has so far been said: the operation in question 
aims to transfer a new technology into a social fabric where it was formerly absent, 



thereby carrying through that social process of knowledge acquisition which is an 
essential precondition for the expression of individuals' abilities. 

In many cases, however, different strategies have been followed in pursuit cf the 
same outcome. The attempt has been made to introduce within a particular productive 
fabric a number of exemplary interventions, targetted on a single company, in such a way 
as to prompt imitative behaviour and to stimulate more rapid innovation. Th~s  strategic 
option often conceals an intention to reinforce the position occupied within a &strict by 
a single company, accelerating its growth, so that - once it has grown considerably larger 
than it was at the outset of the process - it is able to assume a position of leadership and 
then pull the entire fabric along behind it. This is c e r t d y  a reasonable objective 
providing one is aware of the hypothesis that underlies such an approach: that the 
industrial district as a productive system does not in fact work, and that there is another 
model - the company leader of a network - that is preferable. 

It should in any case be borne in mind that to intervene at single company level 
can create many difficulties. Why is this? There are many reasons: an individual 
entrepreneur often fails to provide enough details for a sensible decision to be arrived 
at: he may wish to guard his role jealously and may not like to find himself in a 
subordinate position and faced with someone telling him how to do his job. Often a 
greater amount of confidential technical information is required when working on a 
small company, information of a quite different nature horn that needed when 
intervening with a group of companies or when overhauling and restructuring a large 
company. Moreover, working on a single small company often elicits paternalistic 
attitudes from the operators. Nor should it be forgotten that often, where individual 
firms are concerned, it is easy to make a variety of mistakes Liable to create a climate 
of mistrust and open codict  around the agency that is intervening. 

When one works with groups of firms, on the other hand, the whole nature of the 
operation changes: which firm is the first to accept the agency's proposals will depend 
mainly on the intention and the character of the individual entrepreneur. The main 
point is that the job of the real services centre has nothing in common with that of the 
individual consultant. The consultant works for an individual company, has all the 
relevant information at his fingertips, helps the entrepreneur to draw up a credible 
strategy, and is then paid a fee commensurate with the work he has put in. The real 
services centre does not aim to assist individual companies: its sights are set on a group 
of companies. Put another way, the real services centre focuses on collective needs 
rather than individual needs. The individual needs of individual firms can be satisfied 
by individual consultants. 

16. What services need to be provided? The notion that the real services centre is 
basically an agency for the transier of technologies suggests a straightfonvard answer 
to this question. The services to be provided by the agency will be selected according 
to a wide range of considerations ranging from the ability to generate profit to the 
degree of ease with which the new techniques can be assimilated and incorporated into 
the firms. 

This then is the logic that has to be agreed upon between the agency and those 
with specialist bowledge of the productive fabric in question. 

The foregoing should help to dismiss the widespread but mistaken notion that the 
right procedure is simply to ask firms what they need. Asking firms what they need is 



as pointless an exercise as asking a sick man what he needs. Indeed, the answers one 
is Likely to receive are very similar. The sick man will say he wants to get better, and 
the company will say it wants to sell more of its products at profitable prices. Just as 
the doctor asks his patient to describe the symptoms of his illness and then decides what 
medicine is required, so the economist embarks upon a lengthy analysis designed to 
pinpoint the opportunities and bottlenecks (again, the theoretical framework is provided 
by Hirschmann), and in the process identifies needs of which the individual 
entrepreneurs are unaware or which the individual entrepreneurs are unable to define 
with any precision. 

There is a reasonably well consolidated strategy for identifpg needs, based 
above all on research. This strategy entails a number of standard andyses. The first 
of these sets out to pinpoint which production phases are present in the area and which 
are lacking. For it may be that a number of specific production phases may not be 
covered by any of the firms in the district and that this is acting as a severe brake on 
growth. There is no doubt, for example, that the setting up of a company to do 
chromium-plating work or of a company to machine non-standard items can in some 
cases help to move the entire district on towards new levels of achievement. Another 
standard analysis sets out to ascertain the nature of relations between companies. The 
fact that a production-phase company or an end-market company has only a few or, on 
the other hand, a great many customers may speak volumes about the bargaining power 
of this or that company. If a group of firms has very little bargaining power it may be 
useful to introduce into the district features designed to increase their ability to take 
action. Often, for example, it may be that a great number of production-phase 
companies are confronted with a very limited number of end-market companies, with 
the result that the latter are in a position to depress the profits of the former, thereby 
reducing their ability to spend money, and thus preventing them from making the 
necessary investments in technical innovations. In such cases, measures may be 
developed to prompt the most successful of the production-phase companies to turn 
themselves into end-market companies. Alternatively, end-market companies may be 
brought into the district from other areas. 

When undertaking this work it is worth bearing in mind that public opinion often 
identifies the "baddie" incorrectly: great care has to be taken in this regard both in the 
creation of alliances and in the selection of one's battles (just thmk, for example, of the 
role attributed to wholesalers in the Parmesan cheese market, or to the buyers in the 
textile sector in Prato). 

Attention also needs to be paid to the important role of ethnic, racial or gender 
issues in the division of labour and in relations with trades unions. 

But above all, over the last few years, a special technique has been developed to 
identlfy the needs of industrial districts. This technique is based on comparative 
research focussing on productive systems in different countries competing for the same 
markets. It is worth rapidly recalling an example of research in the footwear market. 
Investigation in Italy, France and England has shown that the different productive 
systems studied (eight Italian industrial districts, two French industrial districts, and a 
series of large English factories) each has certain advantages and disadvantages. The 
Italian firms turned out to be much more expert than the French or Enghsh ones in 
producing sample collections and in keeping one jump ahead of fashions. Also, they have 
at their disposal a more highly-skilled workforce, are able to work with rather advanced 
technology, and their wage levels are often no lower than those of other firms. In 



France and England, on the other hand, design technology is more advanced than in 
Italy and there is an ability to meet tough delivery deadlines that in Italy is quite lacking. 
The comparison between different manufacturers, both large and small, between 
different countries, and between manufacturers competing in different market segments, 
highlights the structural weaknesses of single districts and even of single large-scale firms 
requiring intervention. Comparative research, having defined a specific market, is thus 
able to pinpoint the relative strengths and weaknesses of the various manufacruerers and 
to indicate which real services need to be provided. Once again the theoretical basis for 
this work is supplied by Hirschmann and the notion of bottlenecks. The aim is to 
provide districts with a strategy either over the long term or involving market 
interventions that would be no different horn the kind of strategy that larger companies 
are able to elaborate. Such a strategy need not necessarily entail any expansion in the 
size of the firms, but will certainly provide for an enrichment of the social fabric with 
this or that form of expertise and with this or that technology. 

17. In what form must these real services be delivered and what characteristics should 
they have? It is not simply a matter of supplykg information in its most straightfonvard 
form: information needs to be provided in as personalised a form as possible. This 
follows from everything we have already stated: the basic problem is the shortage of 
expertise, and the market's inability to respond to this shortage. What has to be 
encouraged is the development of a group of companies or of a system of production 
able to foster more agde and more efficient technologies, industrial relations, and inter- 
£irm relations. It is therefore necessary to supply new techniques and to stimulate the 
growth of new relations between companies in a manner that is appropriate to the 
groups of companies affected by the intervention. One particular example of this springs 
to mind: the production by ENEA of the software needed to facilitate and speed up 
design processses in the hitting and clothing industries. Here the goal was to design 
the new technology in such a way as to make it as similar as possible to previously-used 
techniques. The situation is not that of a hierarchical regime in which the new 
technology could simply be imposed horn above without any need for it to be 
understood. The climate is such that the new technology has to be understood and 
accepted by those who will be using it. It is therefore essential to encourage 
entrepreneurs and employees to work with the new technology, to tailor it to their needs 
and to improve it, and also to design the new techniques in such a way that they can be 
introduced without causing upheavals in the workforce, major shifts in the organisation 
of labour, huge alterations to company hierarchical structures, or vast changes to the 
organisation of the companies. In other words, the new techniques need to be 
introduced in the most painless way possible. There has to be an awareness that once 
the new techniques have been understood and adopted, they will grow further, provide 
benefits, be reinvented, undergo positive and perhaps not so positive change, in line with 
the developing needs of the district and the creative input made by each individual. The 
underlying logic is to promote the transfer of technologies. The Real Services Centre 
needs to deploy exceptional expertise to ensure that the new technologies are introduced 
in the most painless way possible. Once they have been set in place, they wdl expand, 
multiply, and change in accordance with the imaginative and creative contribution of the 
various individuals involved. 

18. At what price should the relevant agencies sell these services and how should an 
assessment be made as to the effectiveness of public money supplied to the agencies? 
The return on outlay can probably be evaluated by cost-benefit analysis. As has already 
been said, the effect of the agency's work is to facilitate and accelerate the introduction 
or the spread of innovation. The costs involved comprise public money earmarked for 



the agencies plus the financial costs entailed in making private investments earlier than 
planned. The benefits to be gained are those resulting from the introduction into the 
productive system of a set of new techniques. However, the job of assessing these 
benefits is anything but straightforward. As a first approximation, the advantage to be 
gained from the initiative may be measured by the increase in the system's productivity 
during the period extending from the actual introduction of the innovation to the 
moment at which the innovation would have been introduced had no special intervention 
occurred. However, there are two reasons why things are in fact rather more 
complicated. Firstly, in the absence of any intervention, the district might become 
locked into a vicious spiral of decline. Then, as a result of the said decline, the time lag 
prior to the introduction of the innovation might be further extended and the innovation 
itself might eventually take place either more hurriedly or more slowly than otherwise. 
Secondly, the introduction of the innovation may trigger responses that are precisely 
symmetrical to those just outlined, i-e., leading the district into a spiral of rapid growth. 
Should this in fact occur, one ought to include among the benefits not only the income 
secured by avoiding the delay in introduction but also the boost in income that, in 
subsequent years, will result from the creative use of the new technology. 

Nor is it any easier to set a price on the intervention. In principle, a variety of 
models of optimation might be constructed. One could, for example, maximise the 
income of the agency producing the service. Or, alternatively, one might maximise the 
income to the community, defining that income in the way that has been outlined. 
These two procedures would lead to very different results, laying bare the mistake made 
by those analysts who, although the prices of the services provided are kept low to 
encourage the spread of the new techniques, judge the success of the initiative not by 
the number of entrepreneurs using the service but by the agency's balance-sheet. 

There are a number of other possible and reasonable strategies for setting the 
price of the services provided. The decision might, for example, be taken to make a 
profit on those services with which h are already familiar but to seU below cost those 
services of whose usefulness firms are not yet convinced. Equally, it might be possible 
to leave to the private sector the provision of established services and to concentrate on 
the introduction of new services. Lastly, when working out price strategies, it must not 
be forgotten that the goal of maximising the income of the community does not 
necessarily mean setting the price as low as possible. Often, within certain limits, 
experience in Emilia has shown that entrepreneurs value the usefulness of a service by 
its cost. Consequently, a relatively high price. may in fact lead not only to a saving but 
also to a more rapid spread of the innovation in question. 

IV. ConcIusions 

19. Before the services described can be designed, a great many interviews will have 
to be conducted in order to gather types of data not normally covered by official 
stratistics. There will also be a need for a considedrable commitment to research into 
the district's cultural circumstances - "cultural" intended here in the anthropological 
sense. Close links will have to be forged with research institutions possessing the 
appropriate expertise and ability to translate the most sophisticated technologies into 
tenns comprehensible to small firms. Often, as has been said, there may be a need for 
comparative research between a particular district and large companies in the country 
concerned in the most important competitor countries. This research would be designed 
to pinpoint the district's weaknesses and to apply greater precision to the selection of 
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the intervention required. The district has to be viewed not only as a unit of analysis 
but also as a unit of initiative: as a fully-fledged and organically unified organisation, 
whose development is slowed down or impeded by bottlenecks that public action must 
turn into opportunities. 

This view of the district as a complex but unitary organism has a number of 
implications. 

The first is of a piuely theoretical nature. The interpretive viewpoint so far 
expounded gives grounds to believe that the functional mechanisms of the district can 
be more fully understood if reference is made to theoretical constructions developed 
from a study of single companies. And it is self-evident that the relations whch, as has 
often been stated, link the actors within a single district to one another, are very similar 
to those that, according to Penrose, bind together a group of people involved in running 
a company. Entrepreneurs and specialist workers in both production-phase and end- 
market companies, operators in companies providing services, and trades union leaders, 
all operate in a climate in which personal familiarity, a howledge of the h i t s  and 
strengths of each person, and an understanding of one's own abilities and expertise as 
well as of those of others, play a role that is no different from that to which Penrose 
refers in accounting for the way in which different people manage to work in a unitary 
way. The industrial district, of course, lacks any unitary purpose or will. And yet there 
is an agreement as to the rules of the game, and a reciprocal respect. 

Reference to Penrose can also help to focus the importance of the role that time 
plays, and the extent to which time is a necessary and essential factor in change. 
Penrose stated that time - the simple passage of time - was necessary to the growth of 
the managing group of a firm. This paper has frequently insisted that time is required 
for an innovation to become widespread. Such periods of time cannot be shortened 
indefinitely: the rhythm of events and of growth cannot be accelerated precisely because 
the process that this rhythm punctuates is social rather than technical in nature. This 
framework also clarifies the role of public intervention: it is not a matter of forcing 
through a transformation but rather of triggering it, of creating the conditions under 
which other people can bring it about. Incidentally, this is one of the reasons - perhaps 
the main one - why these interventions are at one and the same time both very difficult 
and very inexpensive. They are very dif!icult because it is a matter of convincing rather 
than of commanding; very inarpensive because once the process has been initiated it 
continues under its own momentum. (To give a rough idea of this: it is believed that 
the Emilia-Romagna region spends less than 8 billion Italian lire (£400,000 sterling) 
annually on its 10 centres). 

A complex and unitary organisation, as has been said, is co-ordinated not by a 
single central hierarchy but informed rather by the input from numerous informed 
agents. The image - and this is the last implication - clearly demonstrates the 
pointlessness of comparing districts with large firms in an attempt to identlfy once and 
for a l l  which system of production is better in current economic circumstances. Each 
has strengths and weaknesses. Districts - when they are successful - are creative, display 
originality, are often able to discover new markets, continually introduce incremental 
innovations, some of which may prove important, and enhance social mobility and 
worker participation. On the other hand, districts are slow to take new technologies on 
board, lack expertise in financial management, have little of the knowhow required for 
basic research, and are unable to produce epoch-making innovations. Large firms - 
when they are successful - provide an inverted image of the one just described. Probably 



these two forms of productive organisation wilI manage to coexist in the future: the 
latter with the help of sweeping trade agreements and tax laws; the former assisted by 
means of a painstaking and sophisticated intervention. 
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I. Introduction 

Industrial districts, as this conference amply demonstrates, have captured the 
attention of a substantial body of researchers and policy makers across a wide range of 
countries and organizations. Three principal factors largely account for the districts' 
appeal, as Werner Sengenberger and Frank Pyke observe in their introductory paper: 
their economic performance, as measured by exports, employment, flexibility and 
innovation; their capacity for endogenous regional development; and their ability to 
sustain high wages and labour standards in the face of international competition. Much 
of the debate about industrial districts has rightly focused on how far and under what 
conditions particular districts in fact fulfil these high expectations. A considerable body 
of research on these issues is now available, much of it summarized in the papers for 
this conference and in the previous mS volume on Industrial districts and inter-firm 
co-operation in Italy (Pyke et al. 1990). Such empirical studies provide a strong prima 
facie case for the economic and social robustness of industrial districts in a variety of 
sectors and regions, though as we shall see below, their £indings are neither univocal'nor 
free from ambiguities. 

But once it is accepted that industrial districts do constitute a potentially 
attractive model of regional development, two central questions arise for policy makers 
in governments, trade unions, employers' associations and other relevant organizations. 
What role can conscious policies play in sustaining established districts in the face of 
new competitive challenges, whether commercial, technological or organizational? What 
role can policy play in stimulating the emergence of new districts, whether in declining 
industrial areas or in developing regions? Each of these questions quickly runs up 
against a widespread view of successful industrial districts such as those of the 'Third 
Italy" - shared by many of their own inhabitants - as unique social artefacts which are 
the product of a singular and therefore unrepeatable history. 

The papers prepared for this conference contain a wealth of insights about the 
ways in which policy makers can help to sustain and diffuse industrial districts. Taken 
together, they represent a significant advance in our understanding of the strategic 
opportunities and avenues for fostering industrial districts by conscious political means. 
At the same time, however, the papers both contribute to and require a recasting of 
received ideas about the nature and dynamics of industrial districts in order for their 
policy implications to be fully appreciated. 

This concluding paper therefore proceeds in three main steps. Section II 
examines contrasting models of the industrial district in the light of recent research such 
as that presented by the conference papers. It argues for a "thin, "open" model of the 
industrial district which leaves considerable room for geographic and historical variations 
in organization and performance, rather than a "thick, "closed" model abstracted from 
stylized descriptions of particular cases such as the 'Third Italy'. Section III considers 
the respective roles of culture and institutions in the operation of successful districts, 
highlighting the importance of formal mechanisms for conflict resolution and the 
provision of collective services in sustaining trust and cooperation among economic 
actors. Section N then returns to the possibilities for fostering through public policy the 
simultaneous creation of the institutional infrastructure and collective actors required 
for the emergence and reproduction of successfuI industrial districts. 



II. Industrial Districts in Theory and Practice 

The most widespread conceptual framework for understanding industrial districts 
is undoubtedly that derived from the work of the the turn-of-the-century British 
economist Alfred Marshall. As is well known, Marshall argued that external economies 
could be obtained through the concentration of a large number of small fums engaged 
in a single industrial sector (including "subsidiary industries" such as machmery 
manufacture) within a localized geographical area  These external economies assumed 
three main forms in Marshall's analysis: economies of specialization arising from an 
extended division of labour between firms in complementary activities and processes; 
economies of information and communication arising from the joint production of 
non-standardized commodities (assimilable to modem notions of transaction costs); and 
economies of labour supply arising from the the availability of a large pool of trained 
workers. More dynamic but less narrowly economic in character were the advantages 
Marshall attributed to the sedimentation in long-established districts of a distinctive 
"industrial atmosphere" which facilitated the acquisition of specialized skills through 
socialization and the diffusion of innovation through frequent interchange between local 
actors.' 

Marshall originally developed the concept of the industrial district with reference 
to contemporary British examples such as Lancashire cottons, Sheffield cutlery and South 
Wales tinplate. During the late 1970s and early 80s, Italian scholars such as Giacomo 
Becattini, Sebastiano Brusco and others revived Marshall's concept as a framework for 
interpreting the explosion of small-firm development occuning in the central and 
north-east regions of the country. In applying the concept of the industrial district to the 
Italian experience, however, these scholars both extended and modified Marshall's 
original ideas in sigmficant ways. Most writers on the Italian districts emphasized their 
classic Marshallian characteristics like the extended division of labour between firms, the 
accumulation of specialized skills and the diffusion of innovation. But a number of the 
most influential formulations, notably those of Becattini and his collaborators, also 
sought to elaborate Marshall's notion of "industrial .atmospheren by including a set of 
more explicitly "socialn features drawn from a stylized account of the Italian districts. 
Among the new elements thereby introduced into the "canonical" model of the industrial 
district were a non-metropolitan, small-town environment; a set of shared values such 
as hard work, cooperation and collective identity; and a social structure based on the 
preponderance of small entrepreneurs and industrial workers. This recasting of the 
industrial district as a "socio-economic notion" was reinforced by the complementary 
work of sociologists such as Arnaldo Bagnasco and Carlo Trigilia who highlighted the 
influence on the genesis of "diffused industrialization" in the 'Third Italy" of historical 
inheritances such as the extended family, sharecropping and peasant proprietorship, and 
local political subcultures, both "red" (Socialist/Comunist) and "white" (Catholic).' 

For Marshall's own views, see Marshall 1975, vol. 2, pp. 195-198; Marshall 1922, pp. 267-290; and 
Marshall 1927, pp. 283-288. For helpful modem wmmentaries, see Becattini 1989 and Bellandi 1989. 

For a useful overview of the Italian literature, see Brusw 1 W ,  and for his own version of the modcI, 
see also Brusco 1982 1986 and 1989. For major formulations by Becattini and his collaborators, see Becattini 
1987,889,195W; Iforzi lW,  1% and Bellandi 1989. For syntheses of the work of Bagnasro and Trigilia, p\, 
see Bagnasu, 1988; Trigilia 1986, 1!389a, 1990; and cr. also Becattini 1978. 



This reinterpretation of the Marshallian industrial district has proved immensely 
fruitful both in focusing attention on the distinctive social and historical features of 
Italian small-firm development and in stimulating the search for analogous phenomena 
elsewhere. But the policy implications of the Italian literature were highly paradoxical. 
On the one hand, the industrial district appeared to constitute an attractive and coherent 
model of economic and social development which policy makers elsewhere might wish 
to emulate. On the other hand, however, the wider policy relevance of the Italian model 
remained uncertain because of its apparent dependence on a highly specific 
socio-historical ~ontex t .~  

More recent research, as synthesized by the papers for this conference, both 
codinns and challenges the canonical model of the Marshallian industrial district 
developed within the Italian literature.' The broader relevance of the industrial district 
as a dynamic form of economic organization has been confirmed by the discovery of 
successful counterparts in a wide range of sectors and regions outside the Third Italy, 
as well as by the effective adjustment of many (though by no means all) Italian districts 
to the new competitive conditions of the 1980s. But the proliferation of industrial 
districts with diverse origins and internal organization also challenges the idea of a 
canonical model based on a stylized account of a single national experience, as too do 
the significant changes observed within the Italian districts themselves. The remainder 
of this section briefly discusses these research findings before going on to outline an 
alternative and more compatible model of the industrial district. 

The first and perhaps most striking finding of recent research, as we have already 
noted, is the sectoral and geographical range of districts identified outside the Third 
Italy. Drawing only on the papers for this conference, examples of established or 
emergent districts examined include: Baden-Wurttemberg in Germany; West Jutland in 
Denmark; Fuenlabrada, Castellon, Mondragon and the Vales Oriental in Spain; parts 
of Pennsylvania in the United States; Centre-Mauricie, Montreal and Bois-Francs in 
Quebec, Canada; and Barletta, in Pu@q southern Italy. Among the better-documented 
cases missing from this List should be added: Silicon Valley, Route 128 and pans of 
greater Los Angeles in the USA; Oyonnax and Cholet in France; Smaland, in Sweden; 
Sakaki in Japan; and a host of districts such as Biella, Brianza, Brescia, Como and the 
Canavese in the north-westem Italian regions of Piedmont and Lombardy.' As in the 
Third Italy itself, many of these districts specialize in light, labour-intensive industries 
such as clothing, textiles, shoes and furniture, but an increasing number have now been 
identified in more technologically-demanding and capital-intensive sectors such as 
metalworking, machine tools, ceramics, plastics, semiconductors, computers, motion 
pictures, aerospace and industrial automation. 

In some of these districts, the historical matrix of development bears some 
affinities to that of the Third Italy. In Baden-Wurttemberg, West Jutland, Oyomax and 

3 See, for example, Amin and Robbins 1989; Game 1990; Courauit and Rornani 1989; Bagnasco 1988, 
chp. 5; Messori 1986. 

' In addition to the conference papers and Pyke et d.. 1990, for sweys of recent research on 
industrid districts and public policy in Italy and elsewhere, see.Hirst and Zeitlin 1989% Zeitlin 1989; Regini 
and Sabel 1989, and Brutti and Ricoveri 1988. 
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5 For a general survey, see Sabel 1989a. 



Cholet, for example, agrarian small holdings, independent artisans and a "white" or "red" 
political subculture also appear to have played important roles in the formation of 
industrial districts. In other cases, however, district-like forms of organization have 
emerged by very different routes, whether from urban professional milieux as in Silicon 
Valley, Route 128 and Turin or from declining large-scale industries as in Fuenlabrada, 
Pennsylvania or Sesto San Giovanni near Milan.6 

These newly-identified districts display a similar diversity in economic 
performance, internal organization and social complexion Some are world-renowned 
centres of technological innovation with commanding export positions, while others are 
still stsugghg to establish their position in domestic and international markets. Small 
and medium-sized family fums overwhelmingly predominate in some cases, while 
large-scale enterprises and external capital play a more si@cant role in others. Some 
districts have formalized cooperation among local actors through a variety of collective 
institutions, while others have experienced greater difficulty in forging common interests 
among competing firms and social groups. Some districts are heavily unionized, with 
earnings levels and working conditions above the national average, while others remain 
poorly organized, with sub-standard wages and conditions. Although the most 
economically successful districts are typically characterized by high wages, high union 
density and institutionalized cooperation, no single organizational model may be said to 
pre~ai l .~  

Similar problems are raised by recent developments within the Third Italy itself. 
The canonical model of the Marshallian district took as its point of reference the 
experience of the 1970s, when small-lira growth was at its most rapid and Italian exports 
took off dramatically in world markets.. Conditions in the 1980s, as Trigilia, Ricoveri 
and Brusco each point out, have differed in a number of respects from those prevailing 
during the preceding decade: increased competition in international markets from both 
advanced and newly-industrializing countries; accelerated diffusion of new, 
microelectronic technologies; and a less favourable macroeconomic environment (fixed 
exchange rates within the European Monetary System, devaluation of the dollar since 
1985, slower growth of world trade). The districts of the Third Italy have responded to 
these challenges with varying degrees of success: thus, for example, the metalworking 
districts of Modena and Bologna have maintained or even enhanced their competitive 
position, while the textile districts of Prato and Carpi have experienced greater 
difficulties in readjustment." 

In each of these cases, however, the 1980s have also seen s i w c a n t  changes in 
the structure of the districts themselves. One change is the growing intervention of local 
government in the collective provision of 'real services' to the h, a shift which marks 
for Brusco the transition to a qualitatively new model: the Industrial District Mark IT 
(Brusco 1990). A second change emphasized particularly by T r i N a  is the enhanced role 
of trade unions and employers' associations in negotiating the terms of flexibility and 

For an elaboration of this argument, see' Sabel 1989% pp. 45-52. 

For similar variations within the Third Italy, see Brutti and Ricoveri 1988. 

On Modena and Bologna, see PenJli 1989, Alaimo and Capecchi 1990, and Brutti and Ricovei pp. 
254-263; on Prato and Carpi, see T@a 1989b, Bursi 1988 and Brutti and Ricoveri, pp. 224238, 272-285. 



restructuring within the enterprise, a process in which local authorities also play an 
important part (cf. Regalia 1987). A third change is the emergence of more formalized 
groups of firms, sometimes controlled by larger companies outside the region: there are 
now estimated to be some 400 groups of firms in Prato, for example, while five large 
groups (one of them owned by de Benedetti) now control much of the automatic 
packaging machinery sector in Bologna. 

Some observers have seen in this last development a fundamental transformation 
of the districts through a process of "concentration without centralization" (Hanison 
1989; Bianchi 1989), but such a conclusion seems decidedly premature. In Bologna, for 
example, the formerly independent packaging machinery companies appear to be 
devolving increased responsibility for production and design to external subcontractors 
within the district, at the same time as they are profiting from the common marketing 
and after-sales services provided by their parent groups (Alaimo and Capecchi 1990). 
As Sengenberger and Pyke as well as Trigilia point out, moreover, large companies 
themselves have been decentralizing, devolving and disintegrating their operations into 
looser networks of semi-autonomous subsidiaries, franchisees, subcontractors, joint 
ventures and strategic alliances. Rather than signalling the imminent eclipse of the 
industrial district, therefore, the developments of the 1980s seem better understood as 
part of what Sabel calls the "double convergence" of large and small-firm structures, as 
small firms in the districts build wider forms of common services often inspired by 
large-firm models, while large firms seek to recreate among their subsidiaries and 
subcontractors the collaborative relationships characteristic of the small-firm districts. 
This process of double convergence in turn is giving rise to an observable proliferation 
of hybrid forms of organization which fall between the canonical models of the industrial 
district and the vertically-integrated corporation, as well as a multiplication of more 
explicit alliances and exchanges between firms of both types (Sabel 1989, Regini and 
Sabel 1989). 

Taken together, therefore, recent research underlines the diffusion and dynamism 
of industrial districts as an economic and social phenomenon at the same time as it  
highlights the limitations of the conceptual framework within which they are normally 
understood. Despite its many valuable insights, the canonical model of the Marshallian 
industrial district now appears too rigid, too exclusive and too closely bound up with the 
experience of a particular time and place to accommodate convincingly the diversity 
displayed by contemporary districts both inside and outside the Third Italy. One 
possible solution proposed by Brusco and taken up by Sengenberger and Pyke is to 
distinguish between "advanced" and '%backwardN districts depending on the degree of 
correspondence to the stylized model (e.g. commercial and technological autonomy, 
inter-firm linkages, cooperation), with Carpi and Prato at one evolutionary extreme, the 
textile districts of Sardinia or Queens at another, and a variety of cases in between. But 
this proposal, helpful though it is in opening up the model of the industrial district to 
encompass a wider range of observable.situations, remains problematic because of its 
teleological premise. For why should we expect "backward" districts to evolve towards 
a single model given the changes underway within the "advanced" districts themselves? 

In the face of these difficulties, it seems necessary to move away from a "thick", 
"closed" model of the industrial district based on a stylized account of a particular 
national experience towards a "thin", "open" model capable of generating a variety of 
empirically observable forms. Such a model might take its point of departure from 
Marshal's original defkition of the district as a geographically IocaIized productive 



system based on an extended division of labour between small and medium-sized firms 
specialized in distinct phases of a common industrial sector. And it might also draw on 
Brusco's notion of intermediate or hybrid cases defined in terms of their distance from 
the ideal-we: e.g. the degree of localization, the size distribution of productive units, 
and the extent of inter-firm linkages. But it would not assume that industrial districts 
so defined are necessarily innovative, flexible, consensual or otherwise successful, since 
stagnant or declining districts also display many of the same structu.al.feanrres, nor 
would it assume that as districts develop they will necessarily evolve towards the pure 
model. Put another way, industrial districts are neither necessary nor sufficient 
conditions for flexible specialization, understood as the manufacture of a wide and 
changing array of customized products using flexible, general-purpose machinery and 
skilled, adaptable workers, but rather one possible organizational framework within 
which this form of production may fl~urish.~ 

For industrial districts to realize the economic and social possibilities envisaged 
by Marshall and documented by recent research, however, they also require a set of 
collective institutions to sustain the innovative recombination of resources by balancing 
cooperation and competition among productive units. For the decentralized structure 
of the districts characteristically poses two major institutiona1 problems: the provision 
of common services which are beyond the capacity of individual firms to supply for 
themselves, such as training, research, market forecasting, credit and quality control; and 
the resolution of conflicts among local actors which threaten to displace competition 
from the what Sengenberger and Pyke term the "high road" of product and process 
innovation to what they call the "low road of sweated wages and conditions. While 
these dilemmas are intrinsic to the general model of the industrial district, the 
institutional solutions may vary considerably in form, participants and effectiveness from 
one district to another, as we shall see in the next section. And it is this disjunction 
between common functional requirements and diverse institutional solutions which opens 
up a space for policy intervention in fostering the districts' development. 

III. Culture and Institutions 

Among the most frequently noted features of successful industrial districts is the 
interpenetration of social relations and economic exchange. Firms in these districts 
typically combine competition and cooperation in ways that are difficult to reconcile with 
a pure market model of economic behaviour; trust relationships are widespread not only 
between legally separate enterprises but also between workers and employers; and it is 
hard to say in many cases where the local community stops and industry begins. Thus 
experienced observers of the Third Italy speak of "a thickening of industrial and social 
inter-dependencies", "the social construction of the market" or the primacy of 
other-regarding "action" over self-regarding "work" in seeking to capture the social 
dimension of economic activity in industrial districts.'"ere can be little doubt that 
cooperation, trust and community have indeed been crucial to the economic success of 
industrial districts such as those of the Third Italy. But it is precisely these social 

For a theoretical exposition of flexible speaalization in these terms, see Hirst and Zeitlin 1990. 

10 For these formulations see, respectively, Bemttini 1987b, quoted in Benton's paper for this 
conference; Bagnasco 1988; and Piore 1990. '. \. -. 



features - so distant from prevailing conceptions of economic rationality - which lead 
many commentators to regard such districts as unique historical artefacts which can be 
found but not made. Only a common and exceptional culture, on this view, could 
account for the apparent harmony of individual preferences and motives observed in the 
industrial districts." 

Yet recent research on industrial districts, past and present, has cast increasing 
doubt on this view of trust relations as the product of a pre-eisting cultural consensus. 
Just as studies of new districts outside Italy have identified a wider set of formative 
milieux, so too have they discovered that a common cultural heritage in a narrow sense 
is neither a necessary nor a sufficient condition for their emergence. In the Spanish 
case, for example, the success of the Mondragon cooperative is often attributed to the 
strong Basque identity of the region; but as Lauren Benton points out, this Basque 
identity can be found in many towns which have not turned into successfd industrial 
districts, while a quarter of all Mondragon members are not of Basque origin. Nor can 
such cultural inheritances account for the contrasting trajectories of other initially similar 
areas such the declining shoe and thriving ceramics districts of Valencia. Elsewhere, too, 
the pre-existing bonds which can give rise to trust relations in industrial districts turn out 
to be exceedingly diverse: small enterpreneurs' common background as "alumni" of a 
particular large firm (plastics in Erie, Pennsylvania or wooden furniture in Salling, West 
Jutland); a common professional identity (high-tech engineers in Silicon Valley or 
Turin); craft pride (foundries and tool-and-die shops in Pennsylvania); as well as more 
obvious ties such as family origin, ethnicity, religion or political affiliation. Under the 
right circumstances, it would appear, almost any set of common experiences can form 
the basis of a common culture, since as Charles Sabel argues, a minimum degree of trust 
in the sense of shared communicative expectations may be taken as a constitutive rather 
than aberrant fact of social life. 

A second finding which undercuts the view of trust as the product of a 
pre-existing cultural consensus has been the rediscovery of overt conflict within the 
histories of industrial districts themselves. Careful studies of any district, however 
successful, typically turn up evidence of recurrent tensions between different groups 
within the local economy: merchants and manufacturers; assemblers and subcontractors; 
employers and workers; craftsmen and labourers. In many districts which now represent 
themselves as cooperative and consensual, moreover, such tensions erupted into open 
and bitter conflicts at some point in the not-so-distant past: a frequently-cited case is 
that of Prato, where no collective bargaining agreements were signed between unions 
and employers' associations for more than a decade after a series of unsuccessful strikes 
in the late 1940s (Trigilia 1989b). Often, too, as Sabel notes, participants in these 
disputes subsequently disclaim any knowledge of these events, as if an act of collective 
amnesia were required for relations between social groups to be redefined in 
cooperative terms. Where a more individualistic ethos prevails, conversely, as in the 
West Jutland districts described by Peer Hull Kristensen, entrepreneurs frequently deny 
the existence of cooperative relationships with other local Grms even when these are 
readily observable in everyday practice. 

Given these discoveries, trust relations in industrial districts seem more a 
consequence than a precondition of practical cooperation among local actors, and social 

' For a critical exposition of this view, see Sabel's paper for this conference. 



consensus less an antithesis of conElict than an outcome of its successful resolution. 
These conclusions are reinforced by a third major finding of historical research on 
industrial districts: the dependence of their long-term success on institutional 
mechanisms for the resolution of collective conflicts. As Sabel aptly observes of districts 
such as Prato woolens, Sheffield cutlery, Oyonnax plastics and Swiss watches (and one 
could add a host of others, past and present), "whenever the parties to these conflicts 
regulate their disputes through arbitration boards or councils which police quality or set 
and monitor wage schedules, the districts flourish; when not, then not." While the social 
consensus necessaq for the smooth operation of a decentralized industrial structure may 
build on formative experiences in the past, it can only be sustained over the longer term 
through the creation of formal dispute-resolution procedures whose operation remains 
broadly satisfactory to all the parties con~erned.'~ 

Many of the conference papers likewise underline the crucial importance of 
institutions for the provision of collective s e ~ c e s  in developing the innovative 
capabilities of contemporary industrial districts. Whereas informal cooperation among 
local firms such as exchange of tools, advice or subcontracts may have appeared 
sufficient during an initial phase of development, most successful districts have felt the 
need to create more formal collaborative institutions in order to compensate for the 
disadvantages of a fragmented industrial structure. While the institutionalization of 
cooperation is most advanced in well-established districts such as those of 
Ernilia-Romagna and Baden-Wurttemberg, promising initiatives in this direction can also 
be discerned in the emergent districts of West Jutland, Spain, Quebec and Pennsylvania, 
to cite only examples taken from the conference papers. 

As the papers show, there are considerable variations among these districts in the 
precise range of services offered. Some services are primarily concerned with marketing, 
£rom information gathering and research.(forecasting fashion trends, translating tenders, 
monitoring foreign technical standards) to cooperative sales initiatives (catalogues, 
exhibitions, stands at trade fairs, local trade marks and even jointly owned retail outlets 
or export companies). Others are more focused on production, from technological 
information and consultancy, subcontracting registers and quality control to cooperative 
R&D and joint operation of large-scale equipment such as CAD/CAM systems or silicon 
foundries. Still others deal with key inputs such as bank finance and credit, raw 
materials purchase and testing, or the training of skilled workers and technicians. Often, 
too, it is difficult to draw a line between the provision of such services and regulation 
of competition among local firms: thus collective marketing arrangements, as Brusco 
notes, can only work well where firms specialize on complementary products, as they 
do by formal agreement in Baden-Wurttemberg and West Jutland; while quality control 
certification and local trade marks also serve as a means of preventing companies from 
cutting costs by adulterating raw materials or finished goods. In this way, institutions for 
the provision of collective services join hands with those for collective wage setting and 
dispute resolution: both encourage small firms to compete through continuous innovation 
and upgrading rather than through squeezing labour and reducing product quality. 

Just as  the range of services available varies widely from district to district, so too 
does the institutional framework within which they are produced. Some~imes collective 

12 For fuller accounts of conDict resolution in industrial districts and a wider range of historid cases, 
see Sabel and Z c i h  1985 and forthcoming. 



services are provided directly by local government; sometimes by an independent agency 
run as a publiclprivate partnership; sometimes by artisan, trade or employers' 
associations; sometimes by cooperative enterprises or consortia of individual firms; and 
sometimes by ad hoc teams of business people, public officials, trade unionists, bankers 
and educators. The key to their success, as Sabel remarks, is that the relevant local 
actors come to constitute a more or less formal policy network within which effective 
solutions to common problems can be jointly discovered. While no universal model of 
organization can be therefore drawn from the conference papers, two generalizations do 
emerge about the institutional requirements for the formalization of cooperation within 
industrial districts. 

The first requirement concerns the autonomy of local government. Only local 
authorities are in a position to acquire the detailed knowledge of the local economy and 
broker the social consensus among local actors needed for the effective provision of 
collective services, as in the cases of Baden-Wurttemberg or Emilia-Romagna. Where 
the financial and policy independence of local authorities are sapped by central 
government controls, as in Mrs. Thatcher's Britain, industrial districts are unlikely to 
flourish and promising experiments in collective service provision may wither on the 
vine." Conversely, where political decentralization has enhanced the autonomy and 
powers of regional government, as Benton shows for Spain during the 1980s, the 
reorientation of industrial policy towards local interests and objectives may give a crucial 
boost to the development of industrial districts. 

The second requirement concerns the role of collective actors. Collective 
services, as Trigilia observes, often take the form of public goods to whose creation 
individual firms or workers may be reluctant to contribute however great their 
advantages for the regional economy as a whole. Hence the production of these 
collective services requires strong local interest organizations such as business 
associations and trade unions which are capable of internalizing both their costs and 
their benefits. Such organizations are equaIly necessary for the operation of collective 
wage determination and dispute resolution systems whose importance in sustaining social 
consensus and productive flexibility we. have repeatedly underlined. Where business 
associations and trade unions are weakly organized, lack territorial autonomy or are 
dominated by the interests of larger firm, as to varying degrees in southern Italy, the 
industrial periphery of Madrid, West Jutland and much of the United States, cooperation 
among local actors within emergent industrial districts is more difficult to institutionalize 
than where the opposite conditions prevail, as in Ernilia-Romagna, Baden-Wurttemberg 
and Barcelona. At the same time, however, successful experiments in cooperation and 
consensus-formation among local actors may also stimulate the reinforcement of weak 
interest-group organizations, as in the Pennsylvania manufacturing districts discussed by 
Sabel. 

IV. Politics and Policies 

What role, then, can public policy play in sustaining and diffusing dynamic 
industrial districts? The conference papers suggest two sets of conclusions, one negative 

I3 For a more extensive discuslion of the British case, see Hirst and Zeitlin 1989a and 1989b, and 
Crouch and Marquand 1989. 



and the other positive. The negative conclusions concern the inappropriateness of two 
conventional policy instruments for promoting regional economic development: strategic 
industrial policy on the left, and free-market deregulation on the right." Strategic 
industrial policies assume that the state can promote development by coordinating the 

a 
- 

investment policies of large firms and concentrating resources on advanced sectors and 
technologies. But the papers suggest that "traditional" industries such as clothing and 
"furniture" may form the basis of dynamic regional economies just as much as "modem" 
ones such as electronics; that regional development is better promoted by building on 
existing specializations rather than by seeking to transplant wholly new productive 
activities; that collective services aimed at a group of firms are more effective in 
diffusing innovation than strategic interventions targetted on a single company; and that 
centrd state officials often lack the local knowledge needed to assess the policy 
requirements of established or emergent industrial districts. 

Deregulation policies assume that economic development can be promoted by 
encouraging competition and removing institutional constraints on the free working of 
product, labour and capitd markets. Yet the conference papers suggest that the 
collective inputs and services on which industrial districts depend are public goods which 
will not be provided by market mechanisms alone; that institutional mechanisms of wage 
setting and conflict resolution are vital for sustaining trust and cooperation among 
economic actors; and that unrestrained competition may undermine the productive 
flexibility and innovative capabilities of industrial districts (as illustrated most graphically 
by the case of fraudulent bankruptcies in Spain). 

On the positive side, the papers suggest that policy makers can stimulate the 
development of industrial districts by simultaneously fostering the creation of the 
institutional infrastructure and the collective actors required for their sustained 
reproduction, Thus political authorities can upgrade the local industrial structure and 
encourage cooperation among economic actors by supporting the provision of collective 
services such as marketing, research, technological consultancy, low-cost credit, and 
training, as well as the construction of collective mechanisms for wage-setting, dispute 
resolution and quality control. At the same time, however, local and regional 
governments need to orchestrate the formation of broad policy networks within which 
a variety of relevant actors can collaborate in solving common problems - what Paul 
Hirst and I have elsewhere termed an "industrial public sphere" - while also seeking to 
reinforce the capacity of business associations, trade unions and other interest 
organizations to internalize the costs and benefits of collective services and regulatory 
mechanisms. 

These double imperatives mean that the crucial task for policymakers in 
promoting of industrial districts is that of social and political leadership. Establishing 
a dialogue and building a consensus among local interests becomes inseparable from the 
process of analyzing the weaknesses of the regional economy and constructing effective 
institutional solutions. Rather than drawing up blueprints for collective services 
themselves, therefore, public authorities should devise programmes which encourage 
local actors to cooperate in defining their own needs, as in the case of the Pennsylvania 
Manufacturing Innovation Networks described by Sabel. The industrial policy maker's 
role, on this view, is less similar to that of a doctor, to use Brusco's image, who 

" For an elaboration of these criticisms, see Hirst and Zeitlin, 1990. 



prescribes an appropriate medicine after examining the patient's symptoms, than to that 
of a psychoanalyst, who assists the patient to cure him or herself through an extended 
process of self-examination and discussion. And just as the modem psychoanalyst is 
continually driven to reassess the therapeutic role as a result of his or her interaction 
with the patient,= so too the industrial policymaker must be prepared to reconsider the 
role of government in the provision of public services as a result of the dialogue among 
local actors, as the Pennsylvania experiment once again suggests. 

A h a l  set of policy issues raised by the papers concerns the relationship between 
local, regional and national institutions. Industrial districts, as we have repeatedly 
stressed, require strong and autonomous local institutions which can formulate effective 
policies tailored to local needs. These requirements are most evident in the case of 
local government and industrial policy. But as a number of the papers argue, promoting 
industrial districts also demands a reorientation of national policies in other spheres such 
as social welfare, taxation and vocational education. In Denmark, for example, as 
Kristensen observes, the social security system long discriminated against patterns of 
self-employment and occupational mobility characteristic of the West Jutland districts, 
vocational education has been geared to training semi-skilled workers for large firms, 
and taxation rules favour large-scale limited companies over small privately-owned 
enterprises. In Italy, similarly, Bmtti and Ricoveri advocate a far-reaching reform of the 
contributory basis of the social security system kom wages to value-added in order to 
redistribute the tax burden between between labour and capital-intensive activities as 
well as between small and large firms (Brutti and Ricoveri 1988: 104-113). 

But as several papers also emphasize, the reorientation of state policies to suit 
the needs of industrial districts is not simply a matter of decentralization. Thus as 
Trigilia suggests, for many problems such as technical education, applied research, 
environmental protection or transportation and communications infrastructure, a 
reinforcement of regional authorities is also necessary in order to coordinate local 
initiatives, avoid duplication and overcome constraints of scale. And as Ricoveri'argues, 
the devolution of responsibilities to local and regional governments - whether in the 
sphere of industrial policy or social welfare - needs to be anchored in a new national 
framework of legislative guidance and support. Hence promoting industrial districts does 
not mean the dissolution of national policy making, but rather a new distribution of tasks 
between different levels of government - local, regional, national and even supranational, 
as in the case of the European Community.'" 

Local and regional autonomy, moreover, is no less important for interest-group 
organizations such as trade unions and employers' associations than it is for 
government. Highly centralized bargaining procedures can also constrain local 
experimentation with new collective agreements adapted to the employment patterns of 
industrial districts, as Kristensen shows in the case of work-time restructuring in 
Denmark, or Benton observes of national tripartite pacts in Spain. Interest-group 
organizations therefore need to strengthen their negotiating capacities at the local and 

For a discussion of the changing understanding among psychoanalysts since ~ ; e u d  of 
"countertransference" (the analyst's reactions to the patient), see Samuels 1989, pp. 144-150. 

l6 For a more general discussion of the possible relationship between industrial districts and the 
national welfare state, see Sabel 1989a, pp. 53-59 and 1989b. 



regional levels, not only in relation to one another but also to government authorities. 
Here, too, as both Trig&a and Ricoveri emphasize, what is at issue is not the 
abandonment of central negotiations, but rather the development of new forms of 
articulation between bargaining at different levels from the individual firm through the 
district, region and industrial sector to the. national economy as a whole. Hence for 
trade unions and employers' associations, as for the state, promoting industrial districts 
involves not only a reorientation of existing policies but also a restructuring of their own 
organizations and practices. 

Bibliography 

Alaimo, A., Caperxi& V. 1990. "Un caso di spedalizzazione flessibiie: Pindustria delle macchine automatiche 
a Bologna (1920-1990),' unpublished paper forthcoming in A ~ a l e .  Istituto per la storia della resistenza 
dell'Emilia-Romagna. 

Amin, A., Robins K 1990. "Industrial districts and regional development: Limits and possibilities," in Qke  
et al. 1990, pp. 185-219. 

Bagnasco, A. 1988. La construzione sociale del mercato, Bologna, JJ Mulino. 
Becathi, G. 1978. 'The development of light industry in Tuscany', Economic Notes no. 5-6, pp. 107-23. 

B e a t h i ,  G. (Ed.) 1987a. Mercato e forze locali, Bologna, II Mulino. 

Beuttini G. 1987b. 'Small business deveiopment in Italy." Paper prepared for the New Industrial 
Organisation Programme of the International Institute of Labour Studies. 

Becattiui, G. 1989. 'Sectors and/or districts: Some remarks on the conceptual foundations of industrial 
economics,' in Goodman et aL 1989, pp. m35 . .  

Becathi, G. 1990. T h e  MarshaKan industrial district as a socio-economic notion,' in Pykc ct al. 1990, pp. 
37-51. 

Bellandi, M. 1989. T h e  industrial district in Marshall,' in Goodman et al. 1989, pp. -52. 

Bianchi, P. 1989. "RiorganiPazione c aescita esterna delle imprese italiane," in Regini and Sabel 1989, pp. 
335-366. 

BW, S. 1982. 'The M a n  model: Productive decentralization and social integration', Cambridge Journal 
of Economics 6, 2, pp. 167-84. 

Brusco, S. 1986. 'Small firms and industrial districts: The experience of Italy', in D. Keeble and E. Warner 
(Eds.) New firms and regional development in Europe, London, Croom Helm, pp. 184-202. 
Brusco, S. 1989. Piccole imprese e distretti industriali, Turin, Rosenberg & Sellier. 

Brusco, S. 1990. T h e  idea of the industrial district: Its genesis,' in Pyke ct al. 1990, pp. 10-19. 

Brutti, P., Ricoveri, G. (Eds.),1988. La quarta Italia: I1 lavoro e la politica industriale nei distretti e nelle aree 
integrate in Iralia, Rome, Ediesse. 

Bursi, T. 1988. Piccola e media impresa e politiche di adattamento: II distretto d e b  maglieria di Carpi, 
Milano, F. Angeli. 

Courault, B, Romani, C. 19.989. 'La flcxiiilite locale a I'italienne," La lectre &information du CEE no. 14, 
Noisy-le-Grand, Centre &Etudes de I'Emploi 

Crouch, C, Marquand, D. (Eds.) 1989. The new centralism: Britain out of step in Europe?, Oxford, 
Blackwell. 



Ganne, B. 1990. Industridbation &e et systemes industriels localises: Essai de bibliographic critique du 
cas hancais, Geneva, International Institute of Labour Studies. 

Goodman, E., Barnford, J. with Saynor, P. (Eds.) .1989. Small firms and industrial districts in Italy, London, 
Routledge. 

Harrison, B. 1989. "Concentration without centralization: The changing morphology of the small fm 
industrial distria of the Third Italy," paper presented to the International Symposium on Local Employment, 
National Institute of Employment aad Vocational Research, Tokyo, Japan, 12-14 September. 

Hirst, P., Zeitlin, J. (Eds.) 1989a. Reversing industrial decIine? Industrial structure and policy in Britain and 
her Competitors, Oxford, Berg. 

Hirst, P., Zeitlin, J. 1989b. "Flexible spedaLisation and the competitive failure of UK manufacturing," Political 
Quarterly 60, 2, pp. 164-78. 

Hirsc, P., Zeitlin, J. 1990. "Flexible speaalization versus Post-Fordism: Theory, Evidence and Policy 
Implications," Working Paper, Birkbedr Centre for Public Policy, 

Marshall, A. 1922. Principies of Economics, 8th ed., London, Maonillan ( k t  ed. 1890). 

Marshall, A. 1927. Industry and Trade, 4th ed., London, M a d a n ,  (lst ed., 1919). 

Marshall, A. 1975. The Early Economic Writings of Alfred Marshall, 1867-1890, vol. 2, ed. J.K Whitaker, 
London, Macmillan. 

Messori, M. 1986. "Sistemi d'imprcsc e sviluppo meridionale: Un confront0 &a due aree industria&" Stato 
c mcrcato no. 18, pp. 

Perulli, P. 1989. "Il distretto industriale di Modena,' in Regini and SabeI 1989, pp. 249-82. 

Piore, MJ. "Work, labour and adon: Work experience in a system of flexible speaahation," in Pyke et al. 
1990, pp. 52-74. 

Pyke, F., Becattini, G. and Scngenbcrger, W. (Eds.), 1990. Industrial districts and inter-firm co-operation in 
Italy, Geneva, international Institute for Labour Studies. 

Re@, M., Sabel, CS, (Eds.), 1989. Strategic di riaggiustimcnto industriale, Bologna, XI Mulino. 

Regalia, I. 1987. "Non piu apprendisti stregoni? Sindacati c istituzioni in perife*" Stato e mercato no. 19, 
pp. 43-71. 

Sabel, C.F, 1989a. "Fleible specialisation and the re-emergence of regiond economies," in Hirst and Zeitlin 
1989a, pp. 17-70. 

SabeI, CX. 11989b. "Equity and effiaency in a federal welfare state," paper presented to the Nordic Working 
Group on the New Welfare State, Copenhagen, 8 August. 

Sabtl, C.F., Zeitlin, J. 1985. "Historical alternatives to mass production: Politics, markets and technology in 
ninetunth-century industriahation,' Past and Present no. 108, pp. U3-76. 

Sabel, C.F- Zeitlin, J. (Eds.), forthcoming. Worlds of possibility: Flexibility and mass production in western 
industrialization. 

SamueIs, A. 1989. The plural psyche, London, Routledge. 

Sforzi, F. 1989. T h e  geography of industrial districts in Italy," in Goodman et al. 1989, pp. 153-65. 

Sforzi, F. 1990. T h e  quantitative importance of Marshallian industrial districts in the Italian economy,' in 
F'yke ct al. 1990, pp. 75-107. 



- 

14 

Trigilia, C. 1986. Grandi partiti e piccole imprat, Bologna, Mulino. 

Trigilia, C. 198%. " S m d - h i  development and political subcultures in Italy," in Goodman et al. 1989, pp. 
174-97. 

Trigilih C. 1989b. "I1 distretto industriale di Prato," in Regini and Sabel 1989, pp. 283-334. 

Trigilia, C. 1990. "Work and politics in the Third Itaiy's industrial districts," in Pyke et al. 1990, pp. 160-84. 

Zeitlin, J. (Ed.) 1989. "Local industrial strategies," s p e d  issue of Economy and Soaety 18, 4. 

- 



International Conference 
on 

Industrial Districts and 
Local Economic Regeneration 

(Geneva, 18 & 19 October 1990) 

Paper No. 1 

Small firm industrial districts and 
local economic regeneration: 
Research and policy issues 

Werner Sengenberger and Frank Pyke 

International Institute for Labour Studies 

Organised by the 
New Industrial Organisation Programme 

International Institute for Labour Studies 
with the support of the 

Commission of the European Communities 



copyright (C) International Labour Organisation 
(International Institute for Labour Studies) 1990 

Short excerpts from this publication may be reproduced without authorisation, on 
condition that the source is indicated. For rights of reproduction or translation, 
application should be made to the Editor, International Institute for Labour Studies, 
P.O. Box 6, CH-1211 Geneva 22 (Switzerland). 

The responsibility for opinions expressed in this paper rests solely with its author, and 
its publication does not constitute an endorsement by the International Institute for 
Labour Studies of the opinions expressed. 



Contents 

Page 

I . Introduction . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1 

Industrial districts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1 .. 
II.1 Principles of organisation . . . . . . . . . . . . . . . . . . . . . . . . . .  1 

11.2 Theirappeal 3 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
lII The growth of small units of production . . . . . . . . . . . . . . . . . . . .  5 . 

IV . Strategies and choice: The "high road and the "low road" 
to industrial restructuring 8 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

V . Industrial restructuring. industrial districts. and development . . . . .  10 

V.l What sort of flexibility Active or passive? 10 . . . . . . . . . . . . . .  . 
V.2 Collective efficiency through specialisation and co-ordination . 11 

V.3 Competition and co-operation . . . . . . . . . . . . . . . . . . . . . . .  12 

V.4 A diverse industrial structure ........................ 13 

V.5 Endogenous regional development . . . . . . . . . . . . . . . . . . . .  14 

V.6 Business community and social community . . . . . . . . . . . . . .  15 

V.7 Competent entrepreneurship . . . . . . . . . . . . . . . . . . . . . . . .  16 

V.8 Labour 18 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
V.9 Strong interest groups . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  19 

VI . Conclusion ......................................... 20 

References . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  21 



I. Introduction 

About four years ago the International Institute for Labour Studies began a 
research initiative called the New Industrial Organisation Programme. As implied in the 
title, this programme was designed to keep the Institute up to date with trends in 
industrial change, with particular reference to issues concerning labour and labour 
institutions. The aim was to stimulate discussion both within and outside the ILO and 
to formulate policy initiatives for combatting identified problems. 

In the context of reviewing the trends of industrial organisation, we decided, for 
reasons that will be made clear in the following pages, that industrial districts should be 
one major focus. Over a two-year period we organised a research network, convened 
meetings, commissioned studies, and generally delved deeply into the subject; and also 
encouraged others to do likewise. The situation we have reached is that we are now in 
a position to assess what we have learnt from our work and to move on to discussing 
policy initiatives. For that reason we have convened the international conference for 
which this paper is being written. 

11. Industrial districts 

The main impetus for the industrial district model has undoubtedly come out of 
Italy and for the first two years of this project that country claimed most of our 
attention. Our review of the industrial district phenomenon in Italy [see Pyke et al., 
19901 has identified what we would consider, by traditional academic standards, a novel, 
dynamic approach to regional economic development. In our opinion, there are clearly 
principles of organisation which could very usefully be used in other contexts and 
countries, and we think these should be brought to people's attention. This is not to say 
that what is on offer is a perfect model that will magically solve all developmental 
problems at a stroke. Neither does it mean that we are totally happy with aU aspects 
of what we have come to know about the districts that exist. Nevertheless, we feel that 
there are positive lessons to be learnt and that their implications should be discussed. 

The Italian districts are concentrated in the North Central and North East parts 
of the country, with the heartland being the province of Ernilia Romagna with its capital 
Bologna. It is quite clear that these districts differ in their characteristics and that it 
would be wrong to overgeneralise. Nevertheless, we can set out an "ideal type" 
characterisation to which some of the strongest districts, like the towns of Carpi and 
Prato, have at some time, or still do, resemble, and to which many other "quasi districts" 
tend to approximate. It is the principles of organisation that appear to us to be at the 
heart of the most successful districts which we feel are the most useful lessons for us at 
the ILO and other practitioners when it comes to formulating policy initiatives for 
regional development. 

11.1 Principles of organisation 

Before going on to describe what industrial districts are, it is worth mentioning 
briefly what industrial districts are not. Industrial districts are not what Sebastiano 
~ r u s c o  refers to in his paper for this conference as a "company group", defined simply 
as a concentration of finns within the same manufacturing sector and operating in a 
limited area. Industrial districts are much more than th is  They are also more than 



collections of disparate firms and services organised together on what the British call 
"industrial estates" and the French "zones industrielles". What is extra and different is 
the way the firms are organiked together according to certain principles discussed below. Q 

The crucial characteristic of an industrial district is indeed its organidon. That 
is to say that economic success for the industrial district has come not through 
advantageous access to low cost factors of production - cheap labour, land or capital - 
but, rather, from a particularly effective social and economic organisation based on 
small firms. This organisation may vary at the margins, but typically there are a number 
of key elements which help to "explain" or idenufy the most successful districts: 

Perhaps paramount amongst these is the existence of strong network of (largely) 
small firms which through specialisation and subcontracting divide amongst one another 
the labour required for the manufacture of particular goods; specialisation induces 
efficiency, both individually and at the level of the district; specialisation combined with 
subcontracting promotes collective capability. Both economies of scale and scope are 
the result. It is the firm as part of a colle,ctive network, and its dependence on it, which 
perhaps more than anything else encapsulates the essence of the district's character. A 
small £inn in an industrial district does not stand alone; a condition of its success is the 
success of the whole network of firms of which it is a part. An industrial district is not 
simply a conglomeration of essentially isolated, individually competitive firms, that 
happen to be located together, with no linkages between them. Rather, the firms of a 
district are organised together according to definite principles. Thus key questions are 
not in the vein of: "What makes an individual small firm succeed? What turns a firm 
into a winner or loser? How can we identify potential winners?" Rather, what must be 
posed are questions like: "What key principles serve to make the community of firms a 
success? What blockages or facilitators for the development of the small firm. network 
can we identrfy?" and such like. Thus the success of development policies cannot be 
measured in terms of individual improvement - which is an assumption made in most 

e. 
small firm promotion - rather, it is the growth of the district as a whole which should 
be evaluated. 

The networks of an industrial district belong to the same industrial sector, in the 
sense of containing all the upstream and downstream processes and services going 
towards the manufacture of a family of products (such as ceramic goods or knitted 
clothes). In an industrial district these networks tend to be locally related; i-e., an 
industrial district is geographically bounded. Geographical proximity between firms, and 
between individuals, firms, and local institutions, has an effect: for the spread of ideas 
and technical innovation, for various kinds of collaboration, between firms and of a 
broader political kind, for social cohesion and a sense of collective consciousness, for 
ease and speed of interfirm transactions, geographical proximity improves effectiveness. 

A readiness amongst firms for co-operation is another important characteristic 
of industrial districts, a kind of co-operation that, far from implying a stifling of 
competition, in fact aids it. It is clear from our review of the industrial districts that 
certain kinds of co-operation at certain levels, or in certain contexts, can promote 
competitive efficiency at other levels or in other contexts. Thus, for example, there can 
be a readiness to share information, such as ideas about new technologies or products, 
which help all firms in the district to become more efficient through better productivity, 
quality, design or whatever. This sharing of information might be carried out informally 
at a personal level or more formally through specially established institutions. Such 
institutions might be associations of employers or workers, or service centres providing 
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advice "over the counter". The collective provision of services and information makes 
affordable something which small firms otherwise could not hope to manage as isolated 
individual units. The existence of institutions, and perhaps ideologies, capable of 
sustaining collective co-operative relations wodd appear to be crucial. 

A further feature is the pervasiveness of an entrepreneurial dynamism. This 
dynamism is itself a product of numerous conditions, some of which can include: ease 
of formation of new firms (access to capital, premises, etc. and an advantageous legal 
framework), protection from domination and dependency upon large firms (permitting 
independent design capabilities and ease of access to final markets), knowledgeable 
individuals capable and confident enough to establish new firms, and access to networks, 
ideas, and services mentioned above. 

The most successful districts compete on a range of dimensions and not just on 
price. Where they are at their best they represent a type of industrial organisation that 
meets competitive challenges through differentiated quality products, flexibility of 
adjustment, and the ability for innovation; The abilities to offer quality, design flair, 
choice, flexibility, speed, and innovation are themselves a product of a particular kind 
of organisation, based, as we have indicated, on a peculiar mixture of competition and 
co-operation. Flen'bility is perhaps the characteristic which people most often associate 
with the industrial district's advantages over the large centralised corporation. Often 
people refer to the combination of flexibility and specialised production units typical of 
industrial districts as "flexible specialisation" and contrast it to Fordism, the inflexibIe 

. organisation of production on mass market lines, employing dedicated machines and 
specialised, often unskilled or semiskilled, workers [see: Piore and Sabel, 19841. 

Central to the organisation of the successful district is the role of the worh$orce. 
As mentioned, flexible response is one of the key competitive strategies that tends to 
mark out successful districts. A crucial component of this kind of response is the 
availability of a trained, adaptable worldorce, and, possibly, an adaptable social structure 
and environment. An adaptable workforce goes hand in hand with an innovative 
atmosphere, speed of reaction, and a co-operative attitude. Adaptability in the 
workplace is aided by the breaking down of rigid divisions between managers and 
workforce, and the pervasiveness of an atmosphere of trust. 

Trust and co-operation, so crucial to the successful performance of the district, 
is heIped by an attitude that seeks competitive success not by aggressive cutting of direct 
labour costs but by general organisational competence, standards and productivity. The 
maintenance of high labour standards, including good wages, improves the performance 
of labour and the performance of the district. The establishment of good basic 
conditions, whether by collective bargaining with trade unions or by use of national or 
international law, is part of a social contract that lubricates flexibility. 

I12 Their appeal 

What has made industrial districts known internationally, and caught the attention 
of researchers and politicians alike, is their remarkable economic success. They have 
penetrated international markets to an extent unprecedented for small enterprises. They 

a have led regions to prosperity. They have propelled the Emilia-Romagna, Tuscany, 
Venetia and other provinces in what is now called the 'Third Italy" from the mediocre 
position which they held two or three decades ago to the top of the regional income 



ladder. Bologna, situated in the midst of dynamic industrial districts, was chosen last 
year as the city where most Italians would like to live. Industrial districts have 
contributed to move Italy as a whole into the ranks of Europe's front-runners. Its gross 
national product - both aggregate and per capita - is now well ahead of Great Britain's, 

0 
and the country ranks fifth in the group of the seven large Western industrialised 
nations. 

But it is not only this success story which has led us to choose the theme of 
"Industrial Districts and Local Economic Regeneration" as the subject for this 
conference. We believe that there are three reasons why the experience with industrial 
districts deserves discussion. 

First, industrial districts are emblematic of the profound industrid restructuring 
which we have been able to observe in virtually all industrialised countries since 1975. 
The re-emergence of small units of production, the spread of subcontracting, and a 
geographical reorganisation of the economy have been essential ingredients of the 
transformation of industrial organisation. 

Secondly, our theme touches on alternative ways of meeting the new competitive 
chdlenges posed to virtually aU industrialised countries. We are interested in identifying 
strategies and fonns of industrial restructuring and competition which do not infringe 
on labour standards but, on the contrary, are apt to improve and further develop these 
standards [see Sengenberger, 19901. We are keen on spotting types of industrial 
organisation which combine economic targets, such as efficiency and flexibility, with 
social targets, such as good pay and good working conditions, participation and equity. 

Thirdly, we consider it worthwhile looking more closely into industrial districts 
because they might tell us something about perspectives and ingredients for 
development. To promote "comprehensive and sustainable development" has come 

0 
increasingly to the forefront of ILO concerns. It is a notion which goes far beyond the 
purely quantitative objective of attaining economic growth. 

Industrial districts could stimulate the debate on development because they 
refocus attention on the critical role of "social organisation". They lead us to emphasise 
such things as non-hierarchical organisation, autonomy, co-operation, local and regional 
networks, competent entrepreneurship, and differentiated industrial structure. They 
thus set us on a track which is somewhat different from the standard development 
models which tend to see only financial resources and sophisticated technology as being 
the keys to economic and social advancement; these, in our view, are clearly not enough. 
We feel that what needs to be explained is the enormous variation in economic 
performance, and perhaps even its increasing disparity, in a world which appears to be 
increasingly equal in its access to advanced technology. That is to say, apparently, 
technology alone does not do the trick. Nor, alone, does capital infusion. How much 
money has been poured into the revitalisation of the old smoke-stack industrial regions 
in Europe without yielding the expected take-oE While some have finally come around 
in successfully restructuring their economic base, others seem to..be bound to further 
decline. 



III. The growth of small units of production 

The past decade has been beset with apparently contradictory tendencies in 
industrial organisation. One of them has concerned the size structure of business. On 
the one hand, there have been claims that most of the new employment is generated by 
the small £irm sector; delegates from the employers' group to the annual ILO 
international conference have stated repeatedly that the potential for ernpIoyment 
growth is particularly strong in SMEs. It is also contended that small firms are more 
flexible, more efficient, and more capable of adapting to market requirements than 
large, cumbersome, bureaucratised enterprises. Repeatedly, international organisations 
have endorsed the idea that it would be worthwhile promoting small firms; and an 
OECD conference, addressed earlier this year to Eastern European policy-makers, 
argued that small and medium-sized enterprises are the basis for a healthy economy. 
They were said to accomplish the renovation of industrial structure, innovation and the 
d f i s ion  of technology. 

On the other hand you can read almost every day about a new wedding between 
two or more giant corporations. The rate of mergers and takeovers in the industrialised 
world moved at an unprecedented pace in recent years. Transnational companies have 
extended their empires, and formed new holdings in Europe in anticipation of the advent 
of the single market. 

How do these two developments fit together? In an attempt to shed some light 
- .  on these issues, we have examined - with the help of an external research group - 

developments in the size structure of business [see Sengenberger et al., 19901. We 
started to ask whether and why small firms create new employment and what this 
employment looks like. What we found was the following. 

Since the mid-1970s there has indeed been a shift in the size composition of 
business. There has been an increase in the share of total employment in small 
enterprises and establishments, that has largely occurred at the expense of large units. 
While the magnitude of the shift varies from one country to the other, it can be found 
in nearly all industrialised market economy countries, as well as in many newly 
industrialising countries. It is most visible in industry, but also prevalent in the service 
sector in a number of countries. To quote the latest figures horn just one country: in 
France, small enterprises (with less than 50 employees) increased their proportion of 
total employment from 43.3 per cent in 1976 to 52.5 per cent in 1988. In the same 
period the employment share of large companies (with more than 500 employees) 
declined from 20.7 per cent to 14.6 per cent. The recomposition affected all economic 
sectors [Le M o d e ,  13 June 19901. 

The shift is due to a varying degree to two different components: a decline of the 
average size of enterprises, or establishments; and an increase in the number of (small) 
new enterprises created; while the mortality rate of enterprises - and especially that of 
newly-created enterprises - has also risen, the birth rate exceeded the death rate, leading 
to positive employment effects in the small firm sector. 

Countemailing trends towards larger businesses notwithstanding, the forces 
pushing towards smaller scale look sufficiently robust for one to be able to speak of 
reversal in the past 15 years of a previously dominant pattern of centralisation, i.e., a 
trend towards larger enterprises and establishments. 



What accounts for the shift to small units? There have been several factors at 
work, none of which can claim exclusive power of explanation. First, small firm creation 
and small firm expansion are a reaction to economic slump. The shortage of wage- 
employment opportunities in a period of mass unemployment induces, or even forces, 
workers to seek employment in the small firm sector, or to set up their own businesses, 
and use cheap second-hand machinery and equipment that becomes available from 
£irms going bankrupt. In other words, small business plays the role of a "shock absorber" 
for the economic cycle. There is evidence from industrialised and developing countries 
that the share of self-employment is linked to the level of unemployment [see ILO: 
The promotion of self-employment, 1990, pp. 15, and 191. 

A surge of small businesses, and a loss of employment in large firms, occurred 
during the Great Depression in the 1930s. It recurred in the 1970s and 1980s following 
the recession after the oil shocks. Yet, when the national economies expanded again 
more strongly during the 1980s, the trend to small firm employment continued, 
suggesting that small firm expansion is more than a transitory, cyclical phenomenon. 

Secondly, some of the shift in size may be attributed to the sectoral shift of 
economic activities from industry to the service sector which accelerated in the past 20 
years. As the average scale of enterprises and establishments in services is smaller, the 
sectoral change would lead to smaller units. But again, this cannot be the whole story 
because we find a sf ic ient  number of instances of small unit growth within sectors. 

A further explanation frequently used relates to lower costs and a better business 
climate in small firms. Moving production to small plants, and establishing new small 
firms, could be a vehicle for saving on labour costs and on taxes, escaping trade unions 
and difficult labour relations, or evading labour market regulation and "sticky" rules. In 
fact, there exist substantial differentials in wages, and other elements of worker . compensation, according to size of establishment; small are often exempted from 
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certain social provisions, and legal or contractual protection; worker representation in 
small-firms, either by trade unions or works councils, is weak. 

The impact of these factors remains questionable, however. Why should these 
factors have mattered in the last 15 years, and not before? There are no clear statistical 
links between changes in size-related wages and the expansion of small firm 
employment. There are even cases of small firm growth in the face of a narrowing wage 
gap; moreover, where small firms pay much less than large finns they also tend to have 
lower productivity levels, so that unit labour costs in small firms are not necessarily 
lower. Incidentally, we have found that the claims that small firms are more efficient, 
or more profitable, cannot generally be substantiated. 

Neither have we found evidence of superior technological standards in small 
h. It is doubtful whether an attribution of innate economic superiority can be made 
to either large or small enterprises. If it were the small size of business as such that 
makes them perform better, why then should small firms decline at first and then later 
grow again? Also, and perhaps even more importantly, how can we account for the 
enormous variability in the economic viability and social standards exhibited by small 
firms by sector, region, and country? Why have small firms in the same industry 
excelled in some countries and failed in others? Why do we find highly flexible, efficient 
small firms, offering good pay, in some quarters, and so-called sweat shops in others? 
Why do we observe, even after holding industry composition constant, enormous size 
differences in business organisation in different economies? Japan and Italy, for 
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example, have a preponderance of comparatively small enterprises and establishments 
in their manufacruring sector, whereas units in the United Kingdom and United States 
are much more likely to be large. 

In order to obtain satisfactory answers to these questions we need to get away 
from looking only at small £inns. We must examine their status and role in the larger 
economic and institutional context, and see the expansion of small units as pan and 
parcel of a profound and pervasive indurnial resmcfzuing which includes small and large 
firms in the analysis, and changing relations between large and small enterprises. 

We will then see that large companies have altered their organisational 
complexion as well; and a good deal of the expansion of the small firm sector originates 
in organisational reform of large companies. Much has resulted from decentralisation, 
devolvement and disintegration policies initiated in large companies during the 1970s. 
Decennalkation of production occurs when large enterprises, or plants, are broken up 
into smaller units, but retained under the same ownership, by a division into small 
establishments, or by the creation of new subsidiary companies. There is evidence that 
compared to 15 years ago large firmr have on average more plants, but these plants are 
of a smaller scale. Furthermore, we find a surge of devolvernent such as licensing and 
banchising practices, under which large companies cease to own smaller establishments 
directly, but retain revenue links with them. Finally, organisational disintegration implies 
a kagmentation of large enterprises into separate units of ownership, or the increase of 
outsourcing of production and services. A variety of forms exist such as subcontracting, 

. managements' and workers' buy-outs, and the splitting of enterprises into separate legal 
entities, such as "ownership" and "production" units. 

a The various types of fragmentation in the organisation of production enable us 
to explain why production and employment have shifted to smaller units. But does this 
imply that the large corporation must thereby fade away? Not at all; it would be 
dficult  to argue that the large enterprises have lost power and iduence; in fact studies, 
using indicators of industrial concentration, do not permit the conclusion that the power 
of large companies is vanishing. Rather, what seems to have happened has been the 
development of a new, and possibly, extended, division of labour between various types 
of firms, and firms in different size brackets. Many large companies have broadened 
and diversified their activities; they have entered new industries and offered more and 
more products and product families; but of each product they sell, they produce less 
themselves and leave it to other, mostly smaller firms; whilst integrating horizontally, 
through diversification and partly through mergers and acquisitions, they are 
disintegrating vertically. This interpretation would be in line with the statistical 
observation that in large enterprises the rate of increase in the volume of sales is above 
average, while at the same time production and employment is declining; conversely, 
small firms are expanding their production and employment at a rate more than average, 
but have sub-average increases of sales and value added [see: Bade, 19871, All t l s  
would suggest that a substantial part of the resuucturation that has taken place, 
including the expansion of the small business senor, has evolved under the control of 
larger firms, thus raising doubts about claims for the viability of independent, innovative 
and dynamic small entrepreneurs, whose rise is due to their superiority over large 
corporations. 

However, while a good deal of the re-emergence of small units of production is 
linked to, and controlled by, large companies, there are instances of more independent 
small firm growth; or at least of small firms, which although they owe their birth to large 



firm support, they have managed to exist increasingly by themselves. The most 
interesting cases are those where small firms operate in the same markets as larger 
firms, and are capable of competing effectively. Where this is the case, there seems to 
be one over-riding critical organisational prerequisite, namely a horizontal-type 
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organhation and co-operation among the small firms; small firm industrial districts are 
not the only, but the most conspicuous, type of such small firm communities. 

IV. Strategies and choice: The "high road"and the "low road" 
to industrial restructuring 

The extremely varied performance of the small firm sector, that is, the co- 
existence of efficient, innovative small enterprises next to those that survive only through 
sweating or self-exploitation, is a reflection of the diversity of choice and competitive 
strategy. 

As emphasised earlier, "smallness" or "bigness" of a firm - though not irrelevant - 
is in the end not the decisive criterion for its performance. What is crucial is the 
organisational and institutional context in which small firms, and large firms as well, 
operate. Small firms can become '%big" through collective organisation and concerted 
action. The big problem for small firms is not being small but being lonely. What this 
metaphor means is that small 6ims as individual entities, acting on their own, are in a 
poor position to compete; they lack the resources, and the economies of scale and scope 
normally available to large companies; and they lack the political voice necessary for 
influencing their economic and political environment. In other words, they lack the 
facility for strategic action, that is being able to choose how they become and stay 
competitive; particular areas of economic activities apart, they need to link up with 
resource pools of others, be it large finns or small finns, to gain strategic options. Thus, 

a 
links and networks are paramount to small h success. 1. 

. Links to others, exchange, and the sharing of resources are nowadays inescapable, 
even for the largest corporations. Toyota, General Motors, Volkswagen, Fiat, and other 
giants have formed strategic alliances through which they seek to cover the sharp 
increases in the levels of cost of R & D, or the design of world brand products, and the 
increased share of these activities in the overall cost of business. Such development 
occurs against the background of shortened life cycles, and faster turnover, of many 
investment and consumer goods. 

In view of the extended inter-£irm division of labour, co-ordination across 
enterprises is more and more assuming the role which co-ordination within firms and 
plants had in the 1960s and 1970s. Firms depend increasingly on specialised goods and 
services which need to be effectively co-ordinated to yield economic benefits. The 
relations between firms, between producers and suppliers, become of utmost significance; 
do they enter an exchange as super- and sub-ordinates, or as partners on an equal 
footing? Is the flow of know-how between firms a one-way or two-way street? Do firms 
share costs of investment and risks and uncertainties of volatile markets, or do.they pass 
these on unilaterally onto some units or sectors, thus creating dependency and "social 
pollution"? It will very much depend on the nature of these relations as to whether 
subcontracting, for example, leads to precarious employment or not; and whether one 
gets dualism in the economic structure and segmentation in the labour market. 



One may distinguish between two principal approaches by which enterprises, 
industries, or regions have tried to meet challenges of international competition. Small 
£irm development is at the crossroads of these two approaches; it can go one way or the 
other. The first may be termed the "low road" to restructuring. It consists of seeking 
competitiveness through low labour cost, and a deregulated labour market environment. 
It is believed that cost-cutting will boost productivity and profits, and create new 
employment. Institutions and regulation of competition are seen as mere straightjackets, 
and should be kept to a minimum. 

In a number of countries this approach has been recommended, and actually 
practised for the promotion of small firms, e.g., when small fLnns have been relieved 
from an industry-wide agreement and become part of two-tiered wage structures, or been 
exempted from protective labour standards, or been subject to tax privileges. 

The problem with this approach is that the improvement it yields for competitive 
performance, if there is one at all, is frequently short-lived. Mostly it turns out that it 
accentuates the malaise. Poor wages and terms of employment hinder the £irm in 
acquiring and keeping the labour required for efficiency and flexibility; and they rarely 
induce the firm to "invest" in its labour force to make it more productive. So, in the 
absence of better performance and alternative possibilities, further cost-cutting may 
become inevitable, resulting in a vicious, downward-spiralling circle. 

The principal alternative to such "destructive" competition is the "high road" of 
.constructive competition, based on efficiency enhancement and innovation; that is, 
through economic gains that make wage gains and improvements in social conditions 
feasible, as well as safeguarding workers' rights and providing adequate standards of 
social protection.' The key to attaining this is better organisation and a better 
mobilisation and utilisation of productive labour, which then permits a better use of 
technology (rather than the other way around). 

To make labour more productive labour standards are indispensable. They are 
needed to curb destructive downward-directed competition in wages and working 
conditions; and promote constructive competition through co-operation and its sub- 
processes of participation, joint resource utilisation, and joint conflict resolution. Co- 
operation is needed for exchanging information, and thereby reaching common 
efficiency. It cannot be sustained without trusting relationships between firms, and 
between employers and work forces; we know from studies that a mutual understanding, 
or agreement, not to undercut wages and violate laws, is required to maintain trust. 

Labour standards provide an opportunity to elicit constructive competition. They 
have often been unjustly criticised as pushing up costs, curbing efficiency, and stifling 
competition. It can be shown that standards are essential to achieve lasting and 
comprehensive development, and that various categories of standards, such as 
participation, protection, and promotion must act in concert in order to stimulate 
development. 

Judging by what we know, we cannot say that industrial districts match the high 
road model in all cases and in every respect. In fact experience is mixed. As Sebastiano 
Brusco says in his paper for this conference, it is best to think of districts as lying on a 

This approach has been specifically demanded for SMEs in the condusions of the High-Level 
Meeting on Employment and Structural Adjustment, ILO, 23-25 November, 1987. 



continuum between "better" and "worse", or "more advanced and "less advanced", with 
districts like Carpi and Prato being closest to the sort of ideal model we have presented 
whilst other areas are less advanced. However, even though the presence of the 
elements needed for the "high road kind of competition in practice varies, as do the 
form they take, nevertheless it is clear that the general experience of the Italian districts, 
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and areas based on similar principles in Denmark, Spain, and elsewhere, have 
demonstrated the kinds of elements that need to be drawn upon. 

V. Industrial restructuring, industrial districts, and development 

A desirable objective is to achieve a type of economic and social development 
which could be regarded as comprehensive, balanced and slc~tuinable. That is to say, a 
"comprehensiveness" of development that is not merely geared towards quantitative 
objectives, such as economic growth, or more jobs, but also to autonomy, job satisfaction, 
a good working environment, and other quality aspects; '%danced" means that 
development will not proceed at the expense of others, i.e., other workers, firms, regions, 
etc.; and "sustainability of development" implies that, as the Brundtland report put it: "It 
meets the goals of the present without compromising the ability of future generations 
to meet their own needs" [OIIr Common Future, p. 431. 

The experience of the industrial districts suggests lessons for development 
elsewhere. The key principles of organisation that appear to lie behind the success of 
the most advanced districts are summarised at the beginning of this paper, but it is 
worthwhile elaborating upon some of them here, and placing them in a wider policy 
context. 

V.l What sort of flexibility - active or passive? 

If people had to choose a key word for industrial organisation in the 1980s, 
"flexibility" would be the most likely candidate. It is widely accepted that more flexibility 
is demanded, born enterprises as well as from workers. This need is usually linked to 
factors such as the intensification of international competition, a changing consumer 
demand in the direction of more differentiated products, and an increased desire for 
products of higher quality; these in turn evoke changes in the productive system, such 
as a capability for larger product variety, shorter product cycles, and accelerated 
innovation rates. To create this capability it is necessary to acquire the ability to 
respond to the new and changing production and market requirements, i.e., flexibility is 
needed. 

Flexibility can take different forms and an important question is how they relate 
to the goal of development; it can take the form of "Active Versatility" or "Passive 
Pliability" [Semlinger, 19901; that is it can consist of the ability to exploit market niches 
and quickly respond to orders, based on a skilled and polyvalent labour force; or it can 
also mean simply to submit to outside pressures from customers, and to accept cutbacks, 
and to pass on the flexibility requirements of the market to the workforce in a coercive 
manner; through expanding and retrenching production volume, forcing wage 
concessions, making "flexible" use of short-time and casual employment. - - 

Small firms run a high risk of indulging in the second form of flexibility, as they 
are often exempted from protective regulation; they often have no formalised industrial 



relations, no union representation, no works  council^;^ employer-employee relations are 
frequently highly personalised and patriarchal. 

Apart from a skilled labour force, what would be essential to acquire the 
capability for "Active Versatility"? The general answer is: collective efficiency and 
association [see Schmitz, 19901. 

V 2  Collective efficiency through specialisation and co-ordination 

In the ideal case the industrial district comprises in one and the same local area 
a l l  the various activities required for the development, manufactwing, and 
commercialisation of a product. There are the final assemblers, the producers of parts 
and components, or firms engaging in one of the successive vertical stages of production, 
producers of machinery and equipment, product designers, marketing firms, export 
specialists, banks, etc. That is, the district provides all the activities and services up- 
stream and down-stream from the final product. If this vertical production process is 
well co-ordinated it can combine various benefits of specialisation, with the advantages 
of running a fully fledged business operation in which all essential business functions are 
integrated; specialisation can boost efficiency and quality, while integration can yield 
independence. To achieve this, collective inter-firm organisation and co-ordination is 
called for. 

It can hardly be envisaged that a single small firm could carry out by itself all the 
- functions necessary for competitive efficiency that the collectivity as a whole could 

provide; it would have difficulty financing the necessary, ever increasing research and 
development and design costs; or training the full range of skilled labour it might 
require; or indeed manufacturing all the components to go into a complicated product. 
Also, the small firm may lack the scale to operate effectively expensive capital 
equipment; NC or CNC machinery may, however, be profitably utilised in the small firm 
sector if the acquiring it provides special services for a number of customers rather 
than just occasionally for itself; at the same time the customers benefit horn purchasing 
the product from the specialised producer at a lower cost than they could make it 
themselves. 

Geographical proximity of the specialised firms may be vital for securing synergy 
effects, not only to reduce transport and other transaction costs, but to permit and 
lubricate continuous communication between the producers. For instance, substantial 
synergy effects may be obtained from a close, door-to-door co-operation of the producers 
and the users of capital equipment. The producer of tools and machines can tell the 
user, let us say a weaving or bitting firm, how best to operate the equipment, how to 
sort out problems of machine standstill, and other operational problems; conversely, the 
user can feed back information or deficiencies in the design of the machine, and perhaps 
even propose improvements; such information can then be taken by the producer to 
build machines which are better adapted to the needs and abilities of the users in the 
district. Each specialist producer benefits from an increasing expertise in his chosen 
product area, whilst all the firms of the district benefit from being able to rely upon the 
expertise of others when needed. 

. . 2 See, for example, the Belier Report in France: Rapport & M. Giiles Bdlier, Conseil Social au Ministre 
du Travail, de I'Emploi et de la Formation professio~elle, Paris, March 1990. 



Not only in the sphere of production can individual firms benefit fiom a division 
of specialisation; this is also the case in services, and in marketing. A good example of 
the benefits of specialisation would be the export firm or export agency in the disaict. 
Italian industrial districts have excelled in exporting their manufactures. Exporting today 
demands an enormous amount of technical knowledge and legal expertise; expensive 
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howhow about technical norms, licences, legal procedures, etc., in foreign countries is 
needed. An individual firm would be hopelessly overburdened if it attempted to live up 
to that, and this might explain the reason why small firms have often failed to enter 
international markets. 

The provision of co-ordinating agencies in the Italian districts, run by 
representatives of the firms, or their associations, providing what Sebastiano Brusco in 
his paper for this conference calls "real services" - providing advice on exports, making 
bulk purchases at favourable prices, obtaining credit at lower interest rates, handling 
accounts, promoting products at trade fairs, etc. - himghts the strong role of co- 
operation. 

V 3  Competition and co-operation 

The efficient co-ordination of the district's activities, and the promotion of 
dynamic growth is not simply a product of the unfettered operation of classic competitive 
market principles; on the contrary, what is at work is a complex amalgam of both 
competitive Md co-operative principles. Cenainly, competition, in all its forms (price, 
quality, delivery, etc.) is a strong feature relating firms producing similar products or at 
the same stage of the productive process. Weavers compete with weavers, dyers with 
dyers, etc. And because in a well developed district there are many firms specialising 
in similar products, or providing similar services, competition is rife. e 
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But, as  we have seen, there is also co-operation, and co-operation is at least as . - 

imponant as competition for organising the district. The papers for this conference by 
Lauren Benton (on Spain) and by Peer Kristensen (on Denmark) both point to the 
presence of various forms of co-operation in the most successful districts; and there have 
been many studies in other countries, including, for example, France [Raveyre and 
Saglio, 1984; Courlet, 19901, Japan [Friedman, 19881, and Britain [Pyke, 19891, that have 
highlighted the importance of co-operative mechanisms for improving the competitive 
capacities of small firm communities and networks. But of course it is the classic cases 
of Italy that provide the most compelling evidence for the role of co-operation. 
Sebastiano Brusco's paper for this conference underlines its importance in Italian 
districts; so do recent articles by Giacomo Becattini [I9901 and Carlo Trigilia [1990]. 

The fonns co-operation can take are several, and most have already been 
referred to; the subcontracting and dividing up of orders, allowing individual companies 
to accept orders beyond their normal manufacturing capacities (see the paper by 
Kristensen for this conference where he points out that this kind of co-operation allows 
individual manufacturers in Jutland to present collections or ranges that the district m 
a whole can producex the collaboration between individual £irms at different phases of 
the production cycle whereby "partners" develop together the most appropriate technical 
specifications and designs; collaboration to train labour for the district as a whole [see 
Hirst and Zeitlin, 19901; whereas in a competitive environment small firms, unable to 
afford to train their own labour, will compete strongly to take as much as they can from 
an ever-diminishing pool, in a regime of co-operation and trust the same firms will 
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combine their resources to ensure a collective provision of skills; the collective provision 
of senices already referred to, and the kind of co-operation that takes the form of "good 
neighbourliness" - lending of tools, passing on of advice, helping out in emergencies, etc. 

In summary, then, industrial districts can be an arrangement for the joint 
procurement, development, utilisation and financing of resources, thereby overcoming 
the "resource gap" problem and attaining better economies of scale and scope; in this 
co-operation, as well as competition, plays a vital role. 

V.4 A diverse industrial structure 

By integrating all essential production stages, producer-related s e ~ c e s ,  and 
commercial activities needed for producing a product or set of products within localised 
geographical boundaries, the industrial district is able to benefit from something of 
immense importance for independent development: a local diversity of industrial 
structure. In more complex cases the diversity is further increased when the production 
networks are able to orient themselves to more than one product family, as when two 
initially separate industrial districts begin to merge into one another. This has happened 
to some extent in parts of the Third Italy where we find in Italian provinces, such as 
Emilia-Romagna, as close neighbours such diverse industrial districts as ones focusing 
on knitting, ceramics, sports cars manufacture, agricultural machinery, and others. Such 
"horizontal diversity" offers the prospect of making the region less vulnerable to 

.economic crisis; it guards against cyclical downturns of particular products, and against 
regional decline stemming from a mono-industrial economic base. 

Horizontal and vertical economic diversity are prerequisites for a rich, and less 
vulnerable, labour market structure. More diversified demand for skills will lead to a 
broader stock of inventory of human labour qualifications available, which means in 
effect that firms have more options in the product market, and in the selection of 
production processes. Diversity may be seen as an element for independent and 
balanced development; lack of diversity as a sign of under-development. 

To suggest the development of a diversified regional structure has implications 
for the global division of labour, for it would seem to be antithetical to a world economy 
which - following the principles of comparative costs and comparative advantages - 
would entail tight global specialisation, a world, for example, which in the extreme would 
entail the manufacture of computor chips only in, say, Taiwan and Singapore, the 
production of engineering machinery only in Japan and West Germany, and the growing 
of flowers in Kenya and Jamaica. To be sure a degree of international division of 
labour according to specialities, in accordance with climatic, historical and cultural 
traditions, is desirable; we have high esteem for the whisky of the Scots; on the other 
hand it would not make sense if the Scots were to start to make wine and try to 
compete with Burgundy. The point is that the global division can be pushed to a point 
where the benefits of local and regional specialisation are outweighed by the 
vulnerabilities and other paucities of knowledge and human skills associated with mono- 
structure. The deplorable setbacks in development of Sub-Saharan Africa and Latin 
America, indicated by real income losses and a declining share in international trade, 
are also a result of insufficient diversity, notable in manufacturing; there is a conspicuous * absence in these countries of an investment goods industry, and the resulting ability to 
develop one's own appropriate technology. This deficiency can also be found in some 
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of the old smoke-stack industrial regions in Europe and North America, and this partly 
explains why they seem to have such difficulties of revitalisation. 

Diversity is possible. There is no compelling reason to indulge in a global 
division of labour in accordance with variations in labour costs, as some would argue. 
Italian districts which have done well in such fields as footwear, leather products, 
textiles, clothes, and other traditionally labour-intensive industries, and Danish districts 
which have prospered in textiles and furniture, have demonstrated that these sectors are 
not necessarily doomed to disappear from high wage countries. Development in the 
North should not exclude the continuation of "old" industries, just as the South should 
not be precluded from a viable investment goods sector. 

V.5 Endogenous regional development 

Can industrial districts and small firm communities contribute to endogenous 
regional development, that is regionally adapted technology, and greater self-reliance 
through the mobilisation of existing resources, and self-created local organisation? This 
would be an alternative to expecting impetus, how-how, and financial inputs to come 
from elsewhere, by attracting incoming activities through tax exemptions, subsidies, the 
promise of low wages, and other means of competitive bidding. In fact, regions and 
municipalities have often tried to attract new firms, and new jobs, by outcompeting one 
another in their offers of low costs and the provision of a favourable business climate. 
One consequence is that the financial resources spent on giving incentives to hnns are 
not available for investment in the regional or local infrastructure from which the 
economy as a whole could have benefitted. Attracting business with the carrot of 
financial incentives has often failed to generate permanent and stable development. 
Firms have used the incentives to set up plants in boom periods, and close them down 
in times of recession, hence creating nothing more than "extended workbenches". 

Endogenous regional development, in contrast, would attempt to commit 
enterprises to continuous local and regional development. It would create a regional 
identity, economically, politically and culturally; it would integrate the key actors in the 
regions - firms, business associations, trade unions, the local and regional government, 
the employment exchanges, the regional banks - into regionally and locally based 
agencies, with all groups participating in efforts for regional development. It could lead 
to greater autonomy, and less external dependence; it could support new efforts to 
preserve and redevelop the physical environment. 

It would, however, require a reorientation of existing structures and policies. 
Take the trade unions, for example; the principle of a territorial organisation of trade 
unions was predominant in the early, formative phase of trade unionism, but it 
increasingly gave way to trade union organisation, and worker representation linked to 
employment, particularly in large enterprises. Today, as large enterprise jobs have 
shnmk, standard full-time regular employment has declined, and as there are more 
footloose workers employed on a temporary or casual basis, strengthening tenitorial 
organisation at the local or district level, may again make sense for trade unions (and 
employers alike). It could possibly help to overcome the organisational distance of trade 
unions to small firms which W. Wassermann (in his paper to this conference) identified 
as the main origin of low union density and the lack of social protection in that sector. 
Temtorial organisation may also be an answer to the increasingly blurred boundaries 
between firms, and between industries. 



Refocusing development at the local level, and creating new or strengthening 
local industries, should not be dismissed as "romanticism", or a retrogression to a 
traditional kind of economic organisation. The trends towards are in some cases 
induced by large multinational firms which have been developing local production 
networks. The issue at stake is how regionalisation is done and in what way employers' 
and workers' institutions could be involved in the process. 

On the other hand, one must not overlook certain dangers in emphasising local 
and regional development. There is a risk of increasing regional disparity and regional 
inequalities which may spill into pay, employment opportunities, and labour standards. 
lo part, such disparities may result from the ineffectiveness of conventional public policy 
attempts to balance regional development. It is to be asked whether localism and 
regionalism work only if they are concurrently based economic, political, and cultural 
autonomy. These spheres go hand in hand, and support one another. The local 
economies cannot prosper if the municipalities have no degree of fiscal sovereignty, and 
no financial scope. 

New localism should not mean egoism and parochialism. In fact, Italian 
provinces, such as Tuscany, developing strong business communities, benefitted 
enormously from their "cosmopolitan" orientations and their old trade links. As Ghandi 
suggested: 'Think globally and act locally"; in modifying this principle in relation to 
industrial districts one might have to say: 'Think and act both locally and globally". 

V.6 Business community and social community 

The organisation of economic relations in an industrial district tend to be 
intertwined with social relations; that is to say, the boundaxy between the spheres of 
business and community tends to blur. A consequence is that economic behaviour and 
standards are likely to be at least in part shaped by community norms and expectations, 
producing customary conventions and ways of doing business. 

The advanced forms of co-operation to be found in the districts are greatly 
sustained by a social community holding supportive sets of values. An orientation 
towards long run development as an objective, rather than a quest for short term 
economic gains, would be a typical widely shared value. Others, such as belief in 
strategies of innovation, pride in the district's products and name, and a collective 
awareness might also feature. 

An important element in such a community would be the pervasive reliance on 
trust as a guiding principle in business relationships. Being able to act "on trust" 
introduces an essential dynamism to the economy by removing the paralysing inertia that 
can occur when firms are afraid to take action because they are not sure that others will 
refrain from acting opportunistically by taking advantage of temporary weakness. In 
other words, it removes the fear of taking risks; or rather, it removes the risk. It allows 
entrepreneurs to engage in heavy investment on the understanding that other community 
members will buy the products of the investment, rather than take their custom 
elsewhere. It allows people to exchange commercial information, pass on design ideas, 
knowledge of technical processes, etc., knowing that "partners" will not abuse the trust 
bestowed upon them by making selfish, unilateral, use of the information to the 

. -- detriment of the information giver; or fail to bestow useful information in return in the 
--. future. It means that an entrepreneur can be confident that he or she can rely on others 



to 'help him or her out in times of difficulty, just as he or she would helv others. The 
entrepreneur in an economic community b d t  on principles of co-oper&on and trust 
knows that other firms will help him to remain part of the community because it is in 
their interest that his expertise and capability remain part of the collective resource 
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pool. Producers visit each others' firms and freely discuss their production problems 
with one another - that is, the shop itself is open (see, for an elaboration of this: Piore 
[1990]). Firms do not, contrary to textbook descriptions of the ideal competitive market, 
seek every opportunity to destroy their rivals. In the ideal industrial district model, the 
individual £irm does not see survival and success in terms of a fight to the death with 
rivals, a war of all against all; rather, the accent is on collective growth, where each 
individual unit benefits from the success of the whole. 

As Charles Sabel explains in his paper to the conference, acting according to 
principles of trust does not imply that people cease to act in self-interest; rather, it 
means a specific, broader understanding of self-interest which includes the welfare of 
others, and one's own welfare in the future. Trust does not come overnight: it 
successively evolves and grows as people have the experience that social exchange can 
and does yield extensive gains. 

Trust can be based on various catalytic institutions: kinship, ethnicity, political or 
religious affiliation, and collective agreement, be it informal or formalised. The 
frequently heard argument, that the successful industrial districts cannot be reproduced 
elsewhere because they are rooted in specific cultures, is right and wrong at the same 
time. It is right if it says that it takes time to develop trustful social relations; it is wrong 
in the sense that it denies even the possibility of the development of common norms of 
conduct in certain spheres. From various studies we know that even strong competitors 
can agree, sometimes formally, sometimes informally, not to contravene certain rules, 
such as the undercutting of wage standards. 

a 
V.7 . Competent entrepreneurship 

Most people would agree that the competence of the entrepreneur, that is the 
person who owns and operates a firm, is a key variable in business success. Yet it is 
surprising how little attention is paid in the areas of research and policy formulation to 
the question of how competent entrepreneurship is actually achieved. Should this not 
be a priority concern, given the substantial increase in the number of business start-ups 
that have occurred in some countries (in the USA, for example, the annual number of 
start-ups has doubled since 1970), and also in view of the much increased number of 
enterprise casualties? A substantial proportion of the newly-established £irms dies within 
a few years of start-up. 

Several issues should be raised in relation to entrepreneurial competence: How 
are entrepreneurs chosen or "made"? What opportunities do they have to continuously 
enhance their abilities? What happens to them if they fail and go bankrupt? Again, 
these questions must be linked to the broader business context in which small firms 
operate; and entrepreneurial competence should also be seen in connection with worker 
competence. 

Industrial districts in Italy and elsewhere provide valuable insights. As workers 
pursue their careers in small firms they not only accumulate knowledge about their own @ 
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particular trades but also about how to run the businesses in which they work. In the t .. --. ) 



Third Italy, persons setting up new firms frequently come from the ranks of experienced, 
senior employees, be it in small firms or in large enterprises. They are already familiar 
with the spectrum of managerial tasks and functions, the more so the more such tasks 
had been delegated to them by the owner. Thus, the sharing of managerial work 
between workers and entrepreneur creates the opportunity to learn how to run a 
business whilst "on the job". 

An inducement to pick up entrepreneurial skills is provided by the existence of 
clear objective opportunities to establish new £irms and the subjective perception of 
career paths towards self-employment. A local ideology or set of values promoting the 
idea of self-employment is a further inducement. Thus workers become "sociahed" into 
a culture of small firm entrepreneurship. In Italy and Germany, early socialising into 
the role of businessman is to some extent undertaken in the artisan or the Handwerk 
sectors, where there is a career path from apprentice to journeyman and on to master 
or/and business owner. In Denmark's districts in Jutland, entrepreneurs are also 
produced in the atmosphere of a longstanding local ideology favouring self-employment, 
with expectations and opportunities further encouraged by the maintenance of a tradition 
of training workers in broad based skills that can be flexibly adapted to rapidly changing 
market requirements. 

In the context of an economic environment dominated by small filrms, the desire 
and expectation of establishing one's own business is "normal" and culturally acceptable. 
In areas dominated by large firms, in contrast, such as in parts of Great Britain, the 

. strong self-identity of "age-worker'' experienced by the mass of the community can 
militate against a possible self-image of employer or entrepreneur; this is all the more 
likely where working experience has been restricted to tightly defined manual roles, in 
large hierarchical organisations, typified by remote managerial co-ordination. In the 
small firm industrial districts distance between management and shop-floor is necessarily 
short, and sharply defined manual and mental distinctions tend to break down. It may 
not be by accident that economic dynamism in the recent past has been in areas and 
regions in Europe which were outside the traditional industrial heartlands. 

The chance for success may be significantly improved if the setting up of a new 
firm is organically tied into the growth, and the extended division of labour, of a 
business community. This presents an alternative to becoming a firm owner "out of the 
blue", i.e., totally unrelated to existing firms. We know, for example, of the immense 
difficulties, and the high failure rates, of small businesses started by unemployed workers 
(who sometimes under existing public programmes use their capitalised unemployment 
benefits to start on their own without being adequately prepared for this venture). 

Another important question is what happens to the entrepreneur, and the workers 
he employs, if the firm goes bankrupt? Does this mean social disaster, or are there 
chances for a "softer landing" in the sense of not all qualifications and experiences 
accumulated in the firm being lost. Statistical information from Italy indicates that there 
is a sizeable volume of movement between the status of dependent employee and 
entrepreneur and that where bankruptcy occurs the reintegration of the workers and the 
owner into other firms in the district is likely to occur without the stigma of failure. 

Entry into and exit from business may be related. Entry may be less risky when 
the cost - individual and social, material and immaterial - of a business is limited. This 

. .  . 
implies that small firm promotion should not only be geared to removing entry barriers, 
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but should be concerned with how to deal with the serious problem of failure. 



V.8 Labour 

Our experience with industrial districts directs our attention to the crucial 
importance of labour as a dynamic factor of production. Too often economic analyses 
ignore the labour factor, or at best treat it almost as an afterthought - something that 

a 
should be mentioned but not treated as integral to economic success. If labour is 
included, usually it is referred to in static terms, as a cost on a balance sheet - Like the 
cost of land, or a bank loan - but not in active terms, as an input of varying qualities 
and varying effectiveness. 

In recent years, as economies in general have undergone enormous restructuring, 
in the face of new types of competitive pressures and market demands, the quality and 
value of the labour force has come to the forefront of managerial thinking. The most 
sophisticated managers, and perhaps those in the giant car firms are to the fore, have 
realised that survival has meant both the reorganising of relations with suppliers - on the 
lines of co-operation and trust - and the reorganising of relations within the factory. The 
essence of the shop-floor reorganisation, and change in managerial philosophy, has been 
the recognition of labour as a resource that can give different returns according to 
circumstance and organisation. Everywhere, the movement has been to release worker 
initiative and to increase worker involvement by breaking down old ways of working and 
inflexible divisions between jobs and between mental and manual labour. 

A basic requirement is the presence of a pool of local labour and expertise 
versed in the various functions and processes associated with the main product of the 
community - be it shoes, furniture, machinery, or something else. The widespread 
expertise might be handed down "through the community", from father to son, mother 
to daughter, and from colleague to colleague, such that it forms part of a longstanding 
cultural heritage for the area. Alternatively, or additionally, the expertise might be 
provided by technical schools and craft colleges. Accounts by Vittorio Capecchi in a 
recent publication on Emilia-Romagna [in Pyke et al, 19901, and Peer Kristensen on 
Jutland (written for this conference), emphasise the leading roles of such institutions. 
Other accounts from Italy have noted the part played in the past by large firms 
introducing and disseminating new skills. 

In the best cases of industrial districts a "high road" industrial strategy is the 
norm, a strategy aimed at continuous product improvement, fashion awareness, and 
innovation. Such a strategy places a high value on the quality of the labour force and 
the quality of relations between managers or entrepreneurs and employees. Continuous 
restructuring, with the introduction of new technology, necessarily involves continuous 
training, reskilling, and labour mobility. Workers need to be broadly trained in order 
to provide a flexible supply of labour that can adapt to changing market requirements; 
at the same time, the workers increase the marketability of their skills, the more so that 
there are opportunities for people to apply themselves to the needs of more than one 
district - as in the case of "horizontally diverse" regional agglomerations - either as 
workers or entrepreneurs. 

The district's great adaptability depends on a flexible labour force. Flexibility, 
as we have already mentioned, is now something widely desired, not just in industrial 
districts; and the way it is implemented can vary. To be successful with a "high road 
industrial strategy, the labour flexibility must be achieved in such a way that all sides of 
industry benefit. As we indicated earlier, flexibility must be implemented in order to 
achieve "Active Versatility" rather than "Passive Pliability"; it must be implemented so . . 
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as to achieve an economical.ly eEcient labour allocation, but not at the expense of 
security and loss of income, and the undermining of worker confidence and motivation. 
Basically, there have to be mechanisms in operation that remove the age-old fear of 
unemployment without imposing total sclerosis on the system. This is perhaps one of 
the greatest challenges that new patterns of industrial organisation are creating for 
workers' organisations and employers' organisations alike. 

There is evidence that in many cases of industrial districts the security has been 
provided, at least in part, by "family" mechanisms, such as the support given by extended 
families in times of need, and the presence of several family members capable of 
earning, and the availability of several alternative sources of employment or income 
(such as employment on the land). However, a stronger framework for security could 
also be provided in the labour market, involving institutions and conventions to "cover" 
workers' losses incurred through structural change. Only by providing such security and 
removing coercion can it be expected that trust, loyalty and active co-operation will 
prevail. 

Our studies indicate that particular care must be taken to ensure that the "cost" 
of flexibility is not passed on to marginal groups so that certain individuals are coerced 
to work non-standard hours, or extended hours, not of their wishes. In many Italian 
districts it would appear that much of the labour flexibility - particularly "numerical" or 
working hours flexibility - is provided by women. An important issue is the extent to 
which the required workplace flexibility, and labour flexibility, complements the 

. organisation of household time and the pursuit of activities in other realms, including 
activities aimed at acquiring other sources of income. In other words, again the terms 
on which the flexibility is provided are important. 

It may be that in order to achieve a regulated system that promotes both 
efficiency and equity, old practices, assumptions, and institutions based on the dominant 
mass production, large firm model of the post Second World War period might have to 
be jettisoned and new concepts put in their place. At the heart of a new organisation 
might be a social security system which effectively deals with a variety of non-standard 
working patterns [see Rodgers, 19891, encourages change by not penalising workers for 
(flexible) job loss, recognises that 'fvork" takes place in the home as well as the factory 
and the office, and conceives of the worker as a crucial active input to the success of the 
business - the effectiveness of which will be recognised as likely to vary according to 
perceptions of long-term opportunity, security, and adequate labour standards. 

V 3  Strong interest groups 

It can be argued that the conditions for the provision of good labour standards, 
including employment security, the maintenance of a highly trained adaptive labour 
force, and the installation of a regime of trust and co-operation, can best be secured by 
strengthening local interest groups and local regulation. There is a need, perhaps, for 
local communities to come together to overcome narrow sectoral interests and the 
ravages of destructive competition. In Spain, political and economic decentralisation, 
according to Lauren Benton in her paper for this conference, has provided new 
opportunities for local alliances to come together to promote their regions. It is this 
political opportunity which she sees as the best hope that potential districts could be 
promoted into actual districts along desired lines. In Italy, the importance of 
organisations representing small businesses, like the National Confederation of Artisans, 



is well known. In Denmark, Peer Kristensen argues that the industrial districts there, 
and the embryonic districts, would be better served if there were a small £irm association 
that was not dominated by, or subordinated to, the interests of large £inns. Small firm,, 
so the argument goes, need to have a political voice of their own to represent their 
specific interests; and so too do industrial districts. Like Lauren Benton, Peer 
Kristensen sees that certain areas have taken on characteristics reminiscent of the Italian 
districts despite the absence of any planned conscious strategy; the opportunity is there, 
he says, for the intervention of conscious strategy. 

W. Conclusion 

In our view, the experience with industrial districts in Italy, and similar 
phenomena in Denmark, Spain, Germany, Canada, and elsewhere, have demonstrated 
the comparatively successful organisation of local economies according to the kinds of 
principles we have discussed in this paper. We believe that these organisational 
principles could be borrowed for use in other places. Of course, it is not being 
suggested that somehow the total Italian experience could be simply transferred to 
another country, such as Hungary or Czechoslovakia, or Southern Italy; rather, what is 
suggested is that these regions learn from what has happened in the Third Italy and 
Denmark and examine how the sorts of principles that we have highlighted could be 
successfully applied to, or adapted to, local circumstances. 

. As Giovanna Ricoveri has pointed out in one of her papers for this conference, 
ihe starting point must be the current conditions existing in the area to be developed, 
from which point efforts should be made to steer the local economy in the direction of 
the industrial district model or something similar. This "directing", however, should be 
by consent, and, as argued by Lauren Benton, Charles Sabel, and others, it would 
necessarily involve close discussions with all the leading political and interest groups, 
including the employers and trade union bodies. An objective would be to encourage 
political consensus and collaboration in an atmosphere of trust. 

It is not our aim in this paper to put forward specific policy proposals; these are 
being covered by others and they will be discussed during the two days of conference. 
We will, however, in this final concluding section make a few remarks of policy 
relevance. Our experience studying the industrial district phenomenon has led us to 
question some of the assumptions on which policy initiatives undertaken by national 
governments and international agencies are based. One assumption still made by many 
is that big is better and more efficient. Our finding is that "it depends"; small firms can 
compete when organised in the appropriate way. And this competition need not take 
place on the basis of inferior working and payment conditions; we have found small firm 
sweat shops operating alongside relatively high paying small £inns using the latest 
technology. 

Another assumption often made is that "traditional industries", like textiles, shoes, 
etc., could not survive, and should not be promoted in advanced industrial economies, 
typical of Western Europe, and that they should be allowed to migrate to low paying 
developing countries. Policy-makers should note the successes of countries like 
Denmark and Italy in just these kinds of sectors. 

Related to the last assumption is one that says that developing countries, and 
perhaps countries in Eastern Europe, should rely on using their "natural advantage" of • 
abundant cheap labour to attract outside capital and develop traditional industries. Our (,'. . . : 
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research indicates that the cheap labour, low labour standard, route to development 
(what we call in this paper the "low road  strategy) is neither necessary nor desirable. 
Neither is it necessary to rely entirely on attracting outside "footloose" multinational 
companies; such companies could, of course, have a role to play, but we think regions 
should also consider promoting endogenous development from local resources and under 
basically local control. 
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The following pages are an extract from the book by R. Garaviui et d.: La 
Quurta Italia -11 lavoro e la politica indurtn'de nei dktretti e nelle aree integrate in Itdia, 
a cura di P. Brutti e G. Ricoveri, Ediesse, Rome, 1988. The book reports on research 
carried out at the Confederatione Generale Italiana del Lmoro (CGIL) into the subject 
of Italy's "industrial districts" and the roles of trade unions and other institutions. Ln 
fact, the research, and the following pages, employ the term Areas of New Industrial 
Development (ANDDs) which no doubt strains, to some extent, the classical definition 
of the Marshallian industrial district. Through its use we mean to include in our field 
of analysis all territorial areas of some size which are characterised by a marked 
presence of integrated small- and medium-sized firms and in which life is centred around 
one prevailing manufacturing activity. We found that there are many such industrial 
districts in Italy, particularly in the North-Central areas of the country but also a few in 
the South. 

The internationalisation of productive processes, the fall in growth rates of 
international trade, the emergence on the world market of the newly-industrialised 
countries, and the third industrial revolution are the principal features of a new phase 
confronting companies, therefore forcing them to introduce radical changes. Such 
changes involve systems innovation, tertiarisation, and financiarisation. The problem 
facing the ANIDs is the fact that because they are composed predominantly of small and 
medium-sized firms, they are much less able than large single companies to respond to 
the radical transformations now occurring. At the beginning of the 1980s, the larger 
companies managed not only to fully reinstate their profit margins, but dso, in more 
general terms, to reassert their economic and political hegemony. The new division of 
labour, the externalisation of functions, tertiarisation, the broadening of research and 

a development, process innovation, and the use of new product technologies, are a11 
developments that large companies have been able to implement while taking care to 
avoid factors that would contribute to the wastage of resources, to disjointed production, 
or to uneconomical practices involving duplication or errors of scale. ' lks overall 
reorganisation has been achieved with the maintenance - indeed the reinforcement - of 
the larger firms' ability to make strategic decisions and of the functions that characterise 
them (ranging from finance to information technology). 

Therefore, one has to ask whether the companies operating in the industrial 
districts are in a position or have sufficient resources, to make the major innovations 
that the situation demands. Such firms can no longer count on a further intensification 
of labour. There are two reasons for this: firstly, low pay has now reached levels that 
rule out further elasticity, and any attempt in this direction would have negative effects 
on the overall prospects for the area, undermining its chances of survival; secondly, the 
cost of labour per se has lost its former importance in the overall structure of costs, 
while other aspects, especially human capital, finance, product and research policies, and 
innovation, have become decisive. Further, the companies of the industrial districts 
cannot hope to emerge from this upheaval without facing up to issues of environmental 
deterioration and the depletion of natural resources, which in many cases already 
demand urgent consideration (the tanning industry, ceramics, etc.) and which neither 
workers nor the general public are willing to see continue unchecked. 

This problem is of the greatest importance for Italy, given the significant position 
that the industrial districts have come to occupy over the last few years both within the 
Italian manufacturing system and in regard to patterns of employment following the 
crisis of the Fordist large-scale factory. The problem has not only to be confronted 



boldly, without underestimating the difticulties, but also tackled simultaneously at 
difEerent levels. From "above", changes are required in legislation and in the methods 
by which local authorities intervene in business and labour affairs; and, on the terrain, 
in the individual affected areas, with regard to specific locally-based disputes regarding 
manufacturing developments and improvements in contractual and social conditions of 
work, there is a need to implement the instruments of industrial policy and labour 

a 
policy, along with the already-existing bargaining procedures, while involving the national 
union as the political broker. 

We shall now turn our attention to the relationship - if indeed there is one - 
between the development of the ANIDs, their prospects, and the economic realities of 
Italy's southern regions. 

Our field survey of Italian ANIDs has strongly underlined the gap in social 
productivity between northern and southern Italy. Historically, the ANlDs came into 
being, and developed spontaneously, in the centre-north of the country, and it is only 
recently and to a very limited extent, that they have spread to a number of southern 
regions - Abruzzo, Puglia, and - to a slight degree - Capania. They have still had no 
real impact in the toe of Italy or in Sardinia or Sicily. This lag is not solely confined to 
those ANIDs that are based predominantly on manufacturing industry. It is apparent 
in every form of productive or senrice industry: in specialised agro-industrial areas in the 
south, and in embryonic senice areas in some of the large cities and regional capitals 
of the south. The services offered by the said embryonic areas are of a broadly 
traditional type - despite some new developments, particularly in the Naples area. 

In our opinion, ANIDs may provide a useful model to guide the implementation 
of the extraordinary measures introduced by Law 64. Indeed the new legislation 
targetting the south paves the way for such a role for the ANIDs by investing local e authorities with the power to draw up plans to be hanced from resources made 
available by special measures, and by placing control over the special funds for small 
business finnly in the hands of the regional authorities. 

The new industrialisation and re-industrialisation of the Italian south will only 
affect sections of large-scale business, particularly in the state-owned sector. 
Consequently, small and medium-shed firms, organised as districts, will have an 
increasingly important role to play as areas of specialised production. These are not 
only localised but also increasingly integrated and systemic, relying on local resources 
and working in single manufacturing sectors, and therefore able to compete on both the 
Italian and international markets. The point of reference has to be the existing 
'%ackward industrial realities, where "black" labour and rock-bottom wages predominate 
in situations reminiscent of illegal sweatshops, operating for a single purchaser. Mainly 
it is a matter of initiating a process founded on "primitive" specialised activities, 
practically devoid of autonomy. Our view - based on experience - is that it is these 
precise conditions that must be taken as the starting point, in an effort to steer them in 
the direction of an industrial district model, rather than attempting to transplant into 
southern Italy productive activities that are wholly alien to the local socio-economic 
system. 

The creation and development of areas of specialisation in southern Italy can be 
promoted by the use of available public resources and can also take the form of 
manufacturing or service "spin-offs" generated by large public and private enterprise. 
In Naples, for example, it might be possible to set up ANIDS with links to the Selenia, a, 
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Aeritalia and Ansaldo companies. In other cases, for instance in Calabria, an agro- 
industrial district might develop out of an existing area of specialisation. It is certainly 
not a question of reproducing experiments tried and tested in central-northern Italy, but 
more a matter of planning new approaches on the basis of specific local circumstances 
and of possible synergies (systemic or district development). The task involved is 
complex, demanding a huge commitment from all those involved, above all born trade 
unions and employees, but also from management. Such a commitment is all the more 
imperative in view of the grave obstacles that clearly hinder local authorities in southern 
Italy in their efforts to promote development. With this in mind, much food for thought 
is provided by events in Palermo where Leoluca Orlando, the city's mayor, has made an 
explicit request to Rome to temporarily replace local government staff, panicularly at 
the executive and planning levels. 

This point introduces the issue of the general reorientation of industrial policy 
and the new sharing-out of powers of intervention between central and local 
government. In this analysis, the function, responsibilities and powers of the Regional 
authority will play a vital role. As regards industrial policy, we would like to put forward 
a proposal for reform with three distinct elements: 

(1) devolution to the Regional authorities of decisions, functions and resources 
affecting small and medium-sized business, at present largely vested in central 
government; 

(2) the recognition that decisions on industrial, local, and environmental policy 
affecting small and medium-sized business should be reached - within the 
framework of national guidelines and laws - at regional government level - or 
even at local authority level, in so far as individual regions decide to delegate 
such responsibility to them; 

(3) the prioritised channelling of resources already allocated or earmarked for small 
and medium-sized business to promote firms that opt to organise themselves as 
"districts". 

The approach outlined above is slow to influence public opinion, even though it 
has now gained widespread acceptance in Italy. In many western industrial countries (in 
particular in Germany and recently in Britain) - where small and medium-sized firms are 
of a lesser relative importance than in Italy - considerable concrete experience has 
already been acquired. Franco Momigliano, an expert in this area, has referred to 
Italian industrial policy as a model that appears to be "standing on its head" when 
compared to industrial policy in other leading western countries. It is standing on its 
head in several different ways. Firstly, Italian industrial policy is equipped with few 
instruments (mainly of the discretional hand-out variety), and yet is expected to achieve 
a great many objectives, each of which individually demands highly specific means. 
Secondly, it is splintered between a range of centralist decision-making bodies and 
strategic plans, which ensure neither consensus on options and priorities nor the 
involvement of regional and local government. Lastly, the responsibility for 
implementing and managing approved measures remains firmly with central government, 
with the attendant bureaucracy, inefficiency and rule by party-patronage that this 
inevitably entails. 

The proposal to devolve an important wedge of industrial policy to regional 
governments, working within the national framework, would go a long way to solving one 



of the problems that besets the present model of public intervention in industry. The 
fact of taking complex and co-ordinated measures at local level (and the majority of 
current industrial policy interventions fall into this category) generally rules out the 
adoption of automatic decision-making procedures and the ability of central government 
to make arbitrary decisions. The devolution of the decision-making process advocated 
here would restrict centralist abuses and restore transparency to decisions. There would 
remain the problem of co-ordinating complex interventions and ensuring their 
effectiveness: therefore implementation procedures also have to be simplified and 
managed from the affected local area. 

However, regional governments - with very striking differences between central 
and northern Italy and the south - already have broad powers to intervene in matters 
affecting small industry and exercise these powers in a variety of different ways. 
Schematically, one should mention grants to offset labour costs; coverage of 
apprenticeship costs; local credit terms for innovation and new investment; and the 
provision of various kinds of service (information technology, advice on market 
penetration, etc.). Regional governments and local - authorities are already therefore 
playing an important part in locally-based industrial policy, and with the planned reforms 
in local and regional government their role is bound to grow. Other bodies, such as 
company and small firms associations, co-operative associations, large-scale public and 
private business associations, and associations of banking institutions (especially locally- 
based ones) are all becoming increasingly involved in small enterprise development. 

Lastly, local industrial policy touches on vital issues of democracy, offering trade 
unions an opportunity to organise and attract new members and to expand into small- 
scale business and industry, and thereby to strengthen local bargaining positions. For 
a country of highly developed or "mature" capitalism such as Italy, this emphasis on the 
region and the locality is evidence not of splintering and provincialsm but rather of the 
sophistication and depth of a complex economic, social and institutional reality. Nor 
does this local emphasis imply the "end of the national state": rather, it is a new level 
at which different bodies can meet and engage in dialogue, in an environment that sets 
a high value on difference and pluralism. But this localism - and the past experience 
of Veneto and Emilia, regions with very different historical backgrounds and traditions, . 
provides clear proof of this - is held back and shackled by legislation and by a 
centralising national state, the attitudes and behaviour of which fail to provide scope for 
specificities and differences, and which operates at a low level of efficiency, 

We shall now turn our attention to an examination of the instruments appropriate 
to an industrial policy with a district-based approach. A fundamental feature of the 
proposal advanced here concerns the prioritised and exclusive allocation of resources to 
SMEs (small and medium-sized firms) organised as a production dirtn'ct. This is of such 
fundamental importance that we have subordinated to it the entire package of initiatives 
generally designed to provide support for SMEs. The central target that we wish to 
pinpoint with this intervention is not therefore the small or medium-sized business as 
such but the SME that is organised (or is awaiting organisation) as a production district. 

The reasoning behind this feature of the proposal is based on both structural 
considerations and on an analysis of current economic trends. Firstly, as has already 
been pointed out, small businesses organised in districts are more e£ficient than firms 
operating in isolation; secondly, if in the past districts were able to catch up with and 
even overtake large firms in the race for efficiency and competitiveness, today this is no 
longer the case. Districts are not large-scale individual companies, but collections of @ 



predominantly small firms: their relative disadvantages, when faced with the need to 
adapt to changes in technology, markets and labour organisation, should not be 
underestimated. Nor are these disadvantages simply the accumulation of individual 
aspects of a single problem: the difficulties they face are not simply in gaining access to 
capital markets; in finding out about and introducing new technologies, new materials 
and new process and product techniques; or in their repositioning on Italian and 
international markets, and in up-grading their human capital. 

The problem confronting small and medium-sized companies is more complex 
than this: it consists in their clouded perception - prior to and more serious than any 
difficulty regarding implementation - of the direction in which they need to make 
adjustments. They are unable to draw on experience, because the innovations that they 
need to make in order to keep abreast of the upheavals in computer and other 
technologies, in markets and in products, are not only very rapid but also utterly 
unprecedented. Such innovations far surpass the possibilities of a single small or 
medium-sized firm. They might be within striking range of an ANID, but ANTDs are 
basically collections of firms whose high degree of cohesion drops away when faced with 
change. 

For all these reasons we believe it is necessary to pool available resources in 
order to introduce measures of a scope and quality sufficient to carry through that 
strategic repositioning which, according to the findings of our research, every ANTD 
urgently needs. The qualitative leap required involves planning on a large scale, to 
create a critical mass of investments suflicient to respond to the challenge made by big 
business and by international competition (from Italy's traditional competitors and also 
from the newly industrialising countries). 

The textiles university of Biella is one example of a district-based centre providing 
services for both management and workforce. The Biella approach is of considerable 
value. The centre provides advice and assistance to firms, certifies product quality, 
carries out trials on new machinery and process technologies, acts as a computer skiLls 
and technology documentation centre, and also as a centre for the training and 
upgrading of human capital. It is moreover a public centre, inasmuch as the regional . 
government is the majority shareholder, while at the same time enjoying private legal 
status. Indeed, private companies, including some leading ones, play an extremely 
prominent role in the centre. But the BieLla university does not provide the only model 
possible, and clearly it cannot be uncritically transplanted into a different environment. 
Apart from other considerations, the range and quality of resources needed to establish 
such a centre are simply not available in many other areas in Italy, and are especially 
scarce in the south. In other words, we do not think that every industrial district can 
turn into a Silicon Valley, backed by a university comparable to Stanford. We believe 
however that measures affecting the ANIDs need to make a real qualitative - and 
quantitative - leap, and that this has to entail a concentration of resources. 

There appears an urgent need - including on the part of trade unions - to rethink 
the whole Italian experience of business service centres; to avoid falling for the mystical 
notion that business services should on their own be able to trigger innovation among 
small £inns and to create a fertile business terrain, without the slightest attention to 
scale, regardless of any precise guidelines or specialised programmes, and in the absence 
of a new and carefully-designed national framework to provide support and guidance. 
This much-needed national support relates to: new instruments for the diversification of 
sources of capital supplies, such as closed funds, venture capital and merchant banks; 



the reform and strengthening of the Istituto Commercio Esrero concerning the provision 
of information and assistance relating to foreign markets; the reform of legislation 
governing the purchase of technology incorporated in machinery and of technology that 
cannot be incorporated or that is non-material, such as kuowhow, software, trademark 
and patent policy; the wide-ranging construction of local infrastructures, especially 
metropolitan structures; and instruments and regulations to protect the environment and 
natural resources. In our view, local industrial policy can and must develop in line with 
the resources of the locality and take full account of local economic and social trends. 
But it must also acquire a £irm anchor-hold in national legislation, or run the risk of 
being ineffective and of disintegrating. 

The restructuring of large companies - especially in the south of Italy, and at 
present specifically that of steel producers - has dramatically underlined the need to 
introduce new industry at the local level and to provide new jobs for workers in specific 
areas or labour pools. We think that this demand can mesh 'positively' with the work 
of the ANIDs, to the extent that plans to re-industrialise such labour pools could and 
perhaps must be organised as systemic development areas and industrial districts - in the 
broad sense of the term (i.e., including agro-industry and the productive services sector). 
We believe moreover that a considerable proportion of local re-industrialisation already 
entrusted to the Gestioni Pmecipazioni IndustriuZi, under special laws enacted since 
1980, could well be grafted onto this same axis of local industrial policy. A nod - 
however slight - in this direction may be detected in the recent (June 1988) agreement 
between the trade-union confederations and the Istituto R i c ~ s ~ o n e  Industriale (IN) 
regarding the forms that IRX's reindustrialisation interventions are to assume in those 
areas where the steel industry is undergoing restructuring. 

Furthermore, this might receive encouragement £rom the programmes and grants 
that the European Economic Community has for a long time set aside for the creation 
of new small and medium-sized firms (up to 500 employees) in areas hit by industrial 
decline and recession. The EEC's Business Innovations Centres (BICs) are joint stock 
companies, set up by local authorities, chambers of commerce, by Medio Credito and 
by other local banks and businesses; the companies involved in the steel-producing areas 
are IRI-SPI and FINSIDER. The BICs operate as both providers of business services 
and assistance centres and also as finance channels, with EC funds. However, at least 
as far as Italy is concerned, the BIG have yet to achieve appreciable results. This is 
because BICs are non-specific centres that aim to promote the setting up at the local 
level of small and medium-sized firms regardless of the sector to wbich they belong, i.e., 
without requiring or ensuring that the said firms be linked to one another by functional 
relationships, as occurs with districts. This is a very serious limitation and threatens to 
undermine attempts to bring new industry into the areas where BICs are created. 
Experience in the south of Italy - in particular as relates to Law 219 of 1981 for the 
post-earthquake reconstruction of the provinces of Naples and Avellino - fully 
demonstrates that to bring about the development of a locality the firms that are 
implanted there must not only have a link with local resources and cultural life, but must 
also establish a fabric of industrial relations and reciprocal services, in such a way as to 
promote the industrial "spedalisation" of the area Whenever this essential dimension 
is.overlooked, the newly-founded companies fail to take off and are unable to ensure 
the development and/or the reindustrialisation of the local area. This is because each 
small and medium-sized business responds to and interacts in line with the requirements 
of the company or the groups to which it belongs - at times this may even be a 
multinational, whose head office is outside the area - and is not sensitive to the demands 
and requirements of the locality and its people. 



The way in which Italian BICs are designed and set up therefore needs to be 
modified, and the changes have to be followed through by whichever public bodies - 
local government or IN - are involved in running the project. This can be achieved by 
means of agreement protocols draw up with the trade-unions. It has recently transpired, 
for example, that the BIC in Taranto is on the point of launching 19 different projects 
ranging over a wide variety of fields (from hybrid circuits and the reconstruction of 
electronic cards to tinned plate containers, to special tools, to environmentd protection 
services for radioactive areas, to building mortars). No @ of prophesy is required to 
see that this form of industrialisation is neither local in nature nor systemic, but 
dependent. It is equally easy to predict that it will find it hard to "take off', and that 
it will not succeed in solving the problems raised by the shrinking of ITALSIDER. 
Another route has to be found. 
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I. Introduction 

Discussing the prospects for small-firm development, David Landes, a well-known 
historian of the Industrial Revolution, returned to the question: "Is small really 
beautiful?". This time, the answer was "no!". Landes concluded starkly that mass 
production based on large-scale industry "remains the form of production best suited to 
the requirements and resources of the majority of consumers". The view expressed by 
Landes reflects an assessment that has gained ground steadily in Italy, in response to the 
recent difficulties faced by small firms and to the success of large companies during the 
1980s. There is a growing temptation to view small-firm development as an interlude 
that can now be seen for what it was. This temptation is apparent in international 
literature, too. As Bennett Hamson has put it: "the big firms are coming out of the 
comer". My view, however, is that greater caution is required. 

The pitfall that now beckons is the very opposite of what it was a few years ago. 
In the early 1980s, there was a strong temptation to present small firm industrial districts 
as the emerging successful form of economic organisation, contrasting them with 
declining large companies. "Flexible specialisation" was identified at times too rigidly 
with small firms. Paradoxically, the risk today is the exact opposite of this. It is to write 
off the experience of industrial districts as a brief interlude and to make a distorted 
assessment of the recovery of the large firms. A less partisan and more evenly balanced 
approach is needed. 

Italian experience suggests that industrial districts should be seen as neither myth 
nor interlude. The notion, therefore, that the relations between large and small firm 
models are a kind of "zero-sum game", so that the success of one form can occur only 
at the expense of the other, should be rejected. Such an idea is not only mistaken in 
historical terms, it is also seriousiy misleading as a key to understanding more recent 
developments. There are at least two good reasons why this is so. 

Firstly, in view of the profound transformations to the organisation of production 
that are continuing to assail the economies of the highly-industrialised countries, a 
categorical opposition between large and small industry, defined in isolation, makes less 
and less sense. Size, in terms of numbers of jobs or of employees directly involved in 
productive work, has lost much of its importance as a factor in economic success. In 
other words, to be beautiful it is not enough simply to be big or smali. Rather, it is the 
ability to adapt to an environment that has become more uncertain and unstable, by 
combining internalised activities with activities founded on co-operative and/or market 
relations with other firms, that seems to exert a decisive influence on a company's 
success. Consequently, even if current changes are still very fluid and rule out any clear 
definition of interpretive models, there is a growing consensus that the creation of 
organisational synergies - the formation of networks - is assuming greater importance 
than the mere size of individual firms. These networks can take on different features. 
They may be centred on large traditional companies, concentrated in certain areas, 
caught in the throes of restructuring; or on a set of small firms that are seeking closer 



links. In either case, the organisational forms in question are far removed from the old- 
style vertical integration and function-internalisation occurring within a single company. 

If one bears this phenomenon in mind, a better assessment may be reached 
regarding the second aspect that I wish to emphasise: it is becoming ever more di£Eicult 
to lump small £irms together in an all-purpose "small" category. There is, in fact, a wide 
range of different kinds of small firms systems. In my view, this is one of the clear 
lessons, especially as regards Italy, to be learnt €ram more than a decade of intense 
research and investigation into small business, involving economists, sociologists and 
other experts. 

As Sebastiano Brusco has pointed out, at least three different types of small firm 
can be distinguished. The first type is the "traditional small findt that produces directly 
for a market of non-standardised goods and that may - but does not necessarily - have 
to rely for its competitive position on low labour costs and weak labour protection. A 
second type is the small firm that acts as a "dependent sub-supplier". This kmd of firm 
manufactures parts or components for one or a few larger companies. It is accordingly 
very dependent and, to retain a strong competitive position vis-8-vis similar firms, it 
relies above all on cheap labour and flimsy labour protection. This second type of firm 
mushroomed in Italy during the 1970s as a consequence of the decentralisation of 
manufacturing. Large companies, confronted at that time with considerable labour 
conflict and hefty wage increases, turned to decentralisation as a means to save on 
labour costs and enhance their flexibility. The "industrial district" is a quite different 
model. Here, the small firm forms part of a network of firms with a highly-specialised 
division of labour in typical manufacturing sectors and within a specific geographical 
area. As Giacomo Becattini has stressed, the industrial district, rather than the isolated 
small firm, is the unit of analysis for this form of economic organisation. The district, 
therefore, is a sort of functional alternative to the large company. It may well have its 
own technological and productive dynamism and an ability to maintain high wage and 
employment levels. Over the last 20 years in Italy, there has been a marked growth of 
industrial districts, especially in the central and northern regions. 

If one bears in mind the considerable range of circumstances within which small 
firms operate, two consequences emerge. First, it is hard to assess the specific 
performance of industrial districts. Any aggregate statistical analysis, relying on size 
thresholds to distinguish between small and large firms in terms of employee numbers, 
should obviously only be used with great caution. To assert on such a basis that labour 
costs are lower in small firms (e.g. below the 100 employee mark), or that there is less 
investment in new technologies, may well be misleading. Data of this type reflect mean 
values behind which a host of different situations may be lurking. Secondly, there are 
a number of implications for industrial policy-making. It would clearly be a mistake to 
apply the same political and trade union policies to widely differing types of small 
business. 

These observations suggest, therefore, a need for caution in assessing the 
performance and development of districts. What we need is the kind of disaggregate 
and specific analyses that are not often available. As regards Italy in particular, we 



know a great deal about how the districts emerged and how they function, but little 
about the transformations now occurring. This does not mean, however, that industrial 
districts do not run into problems. Indeed, there are signs to indicate at times quite 
considerable problems of adjustment. But one cannot in principle rule out the 
possibility that institutional interventions will be found to address the new constraints, 
or that the districts will continue to coexist with other forms of productive organisation 
in which large companies play a more central role. There do not appear to be any rigid 
technological constraints on the reproduction of districts. The main problems are 
organisational. Indeed, the increased flexibility of the new technologies might be 
expected to enable a broader range of different organisational models to coexist than 
in the past. We may thus assume that productive organisation will tend to become 
incresingly polymorphous. The emergence of one model rather than another would 
therefore depend less on technological constraints than on the overall institutional 
context and past experiences. Of course, we do not yet know whether, or to what extent, 
institutional interventions able to tackle the problems now emerging in industrial districts 
will be pursued. But it seems essential that any such interventions should be properly 
focused on the specific needs of the kind of small business for which they are designed. 
A catch-all approach to small business leads to distortions in both interpretation and 
policy-making. 

In the following, I shall refer to Italian industrial districts. Section I1 provides a 
brief account of how the districts emerged and the ways in which they function. In 
Section 111. I discuss the main problems that districts are now facing. For reasons that 
have already been clarified, the analysis of this aspect will of necessity be more tentative. 
I shall then turn to the analysis of several policy implications relating to the 
strengthening of industrial districts (Section IV) and to the developmerit of similar forms 
in underdeveloped settings (Section V). 

11. Italian districts 

It is well known that in the 1970s, market changes and the costs and rigidities 
associated with hierarchies created major difficulties almost everywhere for large mass 
production "Fordist" companies. Over the same period, new technologies able to cut the 
costs of flexible production were opening up fresh opportunities for small firms to adapt 
more rapidly to a market that was increasingly differentiated and unstable (especially 
in production Iines influenced by fashion). The crisis affecting large firms was 
particularly acute in Italy where - for reasons that we cannot examine here - mass 
production had developed rapidly, but without adequate institutional adjustments in 
industrial relations and the welfare state. 

Paradoxically, however, Italy offered a particularly favourable set of institutional 
resources that ensured that the new opportunities for small firm development were 
grasped more rapidly and in a more whoiesale manner than in other countries. Such 
resources were in especially good supply in the central and north-eastem regions - the 
so-called tena Italia ('Third Italy"). It was in these areas that the development of small 
business took the form mainly of the industrial district (there are about 50 of them). 



Some industrial districts have developed in the north-west and in the south, but in the 
north-west there is a very marked concentration of large firms and metropolitan areas, 
and in the south there are major outstanding problems relating to underdevelopment. 
Industrial districts tend to be specialised in traditional sectors - textiles, clothing, 
footwear, furniture - but there has also been a significant development in modem 
sectors, especially in mechanical engineering. Thus, for example, Prato has speciahsed 
in textiles, Poggibonsi in furniture, Sassuolo in ceramics, Montegranaro in footwear, 
Modena in machine tools and agricultural machinery, and so on. Industrial districts 
usually coincide with small urban areas and cover one or a handful of communes: the 
population of the district does not usually exceed 100,000. 

Three institutional factors appear of crucial importance in the growth of industrial 
districts. All three may be found in their typical - though not their only - forms in the 
small business areas in the centre and north-east of Italy: 

1. The network of small and medium-sized urban centres with strong craft and trading 
traditions. These centres have acted as the principal pools from which 
entrepreneurial skills and resources could be drawn. 

2. The spread of family-based agricultural srnallholdings (sharecropping, peasant 
farm), helping to create the original flexible supply of an inexpensive workforce 
whose skills and motivations were well-suited to the development of small business. 

The presence of local political traditions and institutions linked in with the Catholic 
movement and the socialist and communist movement. The influence of political 
life on the development of small business should not be misconstrued. This 
development was not decisively stimulated through direct political measures, or 
through the application of economic or industrial policies. Historically, political 
subcultures, albeit in a variety of different f o m ,  have helped to preserve the 
specific socio-economic fabric referred to earlier, characterised by its peculiar mix 
of traditional and modem elements. Furthermore, the said political subcultures 
have promoted the emancipation of politics from civil society. In contrast with what 
has happened, for example, in the South, politics has thus become more independent 
of family and private interests, and more strongly tied to the defence of collective 
interests. This has helped to institutionalise the market. On the one hand, it has 
focused the pursuit of personal success on the market rather than on politics or 
crime. On the other hand, it has promoted good industrial relations and locally- 
based policies, and hence the generation of "collective goods". 

But the influence of the institutional context affects not only the origins of industrial 
districts; indeed, it extends to the specific ways in which this form of economic 
organisation operates. We have already drawn attention to one essential economic 
feature of the districts: the highly-developed division of labour between numerous small 
firms, only some of which have direct contacts with the market. These small firms take 
on orders and produce the goods, while making use of a dense network of sub-suppliers 
specidised in particular stages of the production process. There are markets, therefore, 
for each stage of production and the small specialist firms are thus stimulated by 



competition to innovate. The possibility of working for several different customers 
reduces the dependence of sub-suppliers on the said customer companies and enables 
the sub-suppliers to put flexible machinery to full use. It is in this way that "flexible 
production" (Piore and Sabel) is achieved, permitting districts to excel in the production 
of goods for which demand fluctuates greatly and whose production may be divided into 
decentralised stages. 

We can now assess the way in which socio-cultural and political factors not only 
impinge from the outside but also intervene in the concrete functioning of the labour 
and sub-supply markets. The production of goods in the district obviously demands a 
high degree of co-operation between many entrepreneurs and between the said 
entrepreneurs and workers employed in many different production units. How is such 
co-operation achieved? In sub-supplying, for instance, there is certainly strong 
competition, but this is offset by mechanisms of co-operation with the result that neither 
the customer nor sub-supplier have much leverage when they find themselves in a 
favourable market position. That is to say, they do not maximise short-term profitability. 
This brings mutual advantages in the medium and long term, for example in terms o f  
delivery times or - even more important - as regards innovation processes involving risks 
to both sides. These forms of co-operation, which supplement mechanisms of 
competition, are founded on a network of trust that is sustained by the cultural and 
community-based features outlined above. 

As regards the labour market, too, various forms of co-operation come into play 
that limit short-term market rationality, especially as it affects sections of the workforce 
with more specific skills. Yet it can be shown that alongside these mechanisms, linked 
to the cultural and community fabric, a specific form of political regulation of the labour 
market has gradually developed, and with it a very particular model of industrial 
relations. This has occurred especially where the above-mentioned institutional context 
conditions have been particularly in evidence. The existence of a local institutional 
context, with deep-rooted political and associative traditions, has promoted unionisation, 
and thereby generated resources of identity and organisation. Over time, these resources 
were deployed to launch a model of industrial relations quite different from that 
prevalent in large companies, which has attracted and continues to attract, more 
attention. 

In industrial districts, there has developed, side by side with economic growth, a 
co-operative and locally-based model. The trade unions do not place constraints on the 
flexible use of labour - either within or between firms - although they do bargain over 
related wage levels, and, more recently, over the forms taken by such flexibility. In 
exchange for their co-operation, they obtain often substantial increases in locally 
negotiated wages, applying even to the smallest firms; full employment at a local level; 
the delivery of social services by local governments, usually more efficient than those 
provided in large cities and in the south. In the bargaining process, local considerations 
are generally more important than company-specific ones, but in some areas union 
presence may be significant at company level, too. This accounts for the fact that union 
membership levels are higher in the small business areas in the centre and north of Italy 
than in large companies. It also explains the growth in real wages, which in many areas 



a are higher, or at least no lower, than those in large firms - even if in general working 
time is longer. Of course, as I have already pointed out, this trend cannot be observed 
merely by referring to aggregate statistical data that lump the various different kinds of 
small business together. 

In conclusion, for a considerable proportion of small firms - those that display the 
greatest dynamism - it is not, as is often maintained, the lack of constraints placed on 
the market that has promoted development. Rather, it is the presence of constraints and 
socio-cultural and political rigidities that has sustained flexibility. Or, as R. Dore would 
say, it is the presence of "flexible rigidities". Where the institutional conditions that we 
have mentioned are most in evidence, there has been most success in grasping new 
opportunities for the development of more autonomous and dynamic small firms systems 
as well as for the modernisation of more backward forms (traditional decentralisation). 
This is not to say that all small firms have gone down this road, but many have been 
able to do so, especially in areas where there has been a favourable institutional context. 
This helps to explain not only the particular spread in Italy of small £irms integrated 
according to a district-centred logic, but also the difficulties that this form of economic 
organisation has encountered, for example in the south, for fundamentally non-economic 
reasons. This has a number of obvious implications for any attempt to promote 
industrial districts in backward areas, a point to which I shall return later. 

111. New challenges and the need for adjustment 

0 After the success enjoyed by industrial districts in the 1970s and early 1980s. there 
followed a more uncertain phase. At a time when large Italian companies were leading 
a spectacular process of productive restructuring, many districts were running into 
trouble. Despite the lack of research into ongoing processes, I shall attempt to focus 
on the problems posed by modernisation, and the constraints encountered by more 
sophisticated forms of technological-productive and organisational integration. Viewed 
from this angle, a number of general problems can be pinpointed that assume different 
manifestations according to the concrete features of the single district. These problems 
are in part a consequence of the process of development itself, as it relates for exampie 
to environmental or infrastructural concerns or to socio-cultural changes. But they are 
also linked to the basic organisational characteristics of the productive structure and 
to the resulting constraints on a process of innovation capable of meeting the challenges 
of the market. 

As regards this last point, I should like to focus attention on an aspect of particular 
importance for the discussion. It can be argued that current trends make forms of 
organisational regulation increasingly important for the consolidation of development. 
That is to say that the action of interest groups and local governments and, in particular, 
that of regional governments, can play an important role. I shall attempt to clarify this 
aspect below. 

During the 1980s, a number of the exogenous variables that previously operated in 
the interests of small firms in Italy underwent change. Macro-economic policies pursued 



at national level were modified, with important repercussions on exchange rates and 
credit. In particular, Italy's entry into the European Monetary System (EMS) put an end 
to the policy of gradual lira devaluation that had propped up Italian exports throughout 

a 
the 1970s. International competition grew tougher and there was no slackening of 
uncertainty and instability. The devaluation of the dollar had a very nega~ive effect on 
exports. However, just .as it would be blinkered to ascribe the dynamism of small 
business in the 1970s exclusively to favourable exogenous variables, it would be equally 
short-sighted to interpret the present situation as a mere reflection of exogenous 
alterations. A close look must be taken at the organisational features of the productive 
structure and at its ability to respond to external constraints. Local and regional public 
operators and business and trades union organisations are in any case obliged to take 
this approach in order to frame their strategy. 

From this vantage point, I would like to raise the following point: productive 
flexibility - the small firm's prime resource - now appears less able on its own to 
guarantee positive results. This can be better appreciated if one bears in mind two facts: 
(a) the marked increase in labour costs, and increasing competition from low-wage 
countries in the production of poor quality goods; (b) the increased competitiveness 
resulting from new technology, which tends to bring down the costs of flexibiIity for large 
firms, too. 

In the conditions now emerging, the stages of new product planning and design and 
of marketing and market relations are assuming greater importance. Productive 
flexibility itself entails a continual emphasis on innovation. The spread of mechanical 
expertise in small business areas has paved the way for important innovations in the 
productive process. The incremental "bottom-up" nature of this type of innovation has 
been clearly demonstrated - and its contribution to the continual upgrading of the 
potential and flexibility of machinery should not be underestimated. However, looking 
ahead, greater attention should be paid to new electronic technologies. But this is 
constrained by prevailing mechanical orientations, as well as by the expense that new 
technology often involves. Similar points may be made as regards marketing and market 
relations. These aspects are assuming increasing importance as a competitive resource, 
and large firms are now directing considerable efforts in this direction. Small businesses, 
however, tend to be oriented more towards the product than towards the market. 
Moreover, innovation in marketing is costly and difficult for small isolated 6 r m s  to 
undertake. 

Innovations are therefore required in technology, organisation, business and 
management training, and labour skills. Productive units, given their limited size, are 
not able effectively to internalise such resources and senices which are besides often 
scarce in the districts where the firms are located. Problems in adapting productive 
structure can therefore be summed up in terms of an overall need for greater 
organisation. It has to be seen to what extent forms of co-operation between firms can 
be developed with a view to innovation: regulation mechanisms that operate between 
market and hierarchies. 



Indeed, in the new circumstances, the former combination of the market and of 
relations of trust limits the possibility of innovation by hindering the concentration of 
resources and the allocation of related risks. But traditional vertical integration can 
no longer be advocated, given the growing quantitative and qualitative variability in 
demand, and the need for organisational flexibility that this entails. It is no accident 
that large companies have themselves moved away from forms of rigid vertical 
integration, opening the door to collaboration with small, specialised finns, integrated 
in a more or less stable way within their organisationd framework. If, therefore, as 
Sabel, for example, has observed, the efficient operation of the network to which they 
belong is becoming increasingly important for both large and small firms, there remains 
one fundamental difference that I should like to emphasise. 

Large companies have at their disposal a unitary command system and a set of 
financial and organisational resources that allow them greater decision-making speed and 
autonomy when it comes to constructing their networks and shaping the architecture of 
their systems around a strategy that prioritises flexibility and quality. However, under 
the new conditions of competition, it is more difficult for small firm networks, i.e. 
districts, to grasp and consolidate the opportunities opened up by the strategy of 
flexibility. Indeed, the adaptation of their organisational design presupposes greater co- 
operation in the creation of "collective goods". Although it may not appear to be in 
each individual actor's immediate interest to contribute to the development of "collective 
goods", their creation is essential for the future welfare of each and every actor within 
the district. This is also why it is vitally important that the local institutional context 
should be able to promote the creation of "collective goods" by fostering innovation and 
co-operation, professional training, environmental and infrastructural resource control, 
and conflict management. Of course, some steps in this direction have already been 
taken. In small business areas, a variety of new types of organisation are already 
springing up: consortia, business services centres, co-operatives, groups of companies, 
etc. In many areas, however, these trends seem unable to address the problems of 
adjustment. 

IV. Policy problems 

There is broad agreement about the need for more effective forms of organisation 
located between the market and the hierarchy. There does not, however, appear to be 
any corresponding consensus regarding two important consequences that I believe flow 
from this outlook. I shall therefore present them as hypotheses for discussion. 

The first point is that innovation in small business now raises a problem of 
territorial scale. It underscores the relation with larger towns and cities as centres of 
services, and throws into relief the city as a place at which strategic functions are 
concentrated (research, finance - an aspect that has so far been neglected -, marketing, 
promotion, etc.). 

The second hypothesis is that, given the constraints of scale that at present limit 
experimentation with broader organisational synergies, a regulatory dimension at 



regional level might be more relevant for future development, covering both the regional 
government as an institution and also interest groups. The promotion of form of co- 
operation and organisation among small firms, the easing, of much-needed access to 

a 
ciedit, the buildG of relations be&een industrial districts &d those large centres better 
disposed towards innovation, would all be fostered by an "intermediate government" of 
development. This point needs to be clarified with reference both to policies and to 
actors. 

As regards policies, the provision of strategic services for small firms and the 
difficulties encountered by districts in this area are of obvious importance. This does 
not mean, however, that all resources should be channelled into metropolitan areas. 
What is needed is a diversified analysis and imaginative initiatives on a variety of scales. 
It is often emphasised that innovation cannot easily be brought into small and medium- 
size business systems in a "top-down" way. Innovation must grow up from the bottom, 
involving the potential users and stimulating a demand that may othewise not be there, 
and organising its encounter with supply. This makes it necessary for certain services 
to be decentralised and for them to be developed in close symbiosis with production. 
Other services - whose impact is less immediate if no less important - require an urban 
environment, synergies with available cultural and scientific institutions, and links to 
dimensions broader than the region. An example is provided by scientific parks, or 
forms of institutionalised collaboration between companies, universities and top-flight 
research centres. 

In this perspective, policies shouId reveal a basic requirement: they should be 
organised through an "intermediate" government, a regional dimension able not, of 
course, to manage directly but to stimulate and co-ordinate both the differentiation and 
the integration of a range of public and private initiatives and actors, even if located in 
different areas. It is not a question of suppressing the forms of locally-based regulations 
that have been vital for the development of srnall business, but rather to integrate local 
elements in a regional dimension in order to help them overcome the worsening 
bottlenecks that are currently bedevilling them. 

As for the actors, it is worth emphasising that this kind of outlook does not entail 
any straightforward reduction in the role of local actors - trade unions, business 
organisations, local governments - in favour of regional level bodies. It is a matter of 
developing a more efficient division of labour between the various levels. This, however, 
does demand a strengthening of regional government. 

Perhaps this point can be clarified by an example. The problems of restructuring 
local systems and of bringing in new technology involve important processes of training 
and reskiIling, of flexibility and labour mobility. There is reason to think that a greater 
involvement of trade unions at company level as well as locally in the handling of 
problems relating to job training, flexibility and mobility, might help to speed up and 
smooth processes of adjustment. A strengthening, therefore, of the regulatory role of 
local actors - trade unions, business organisations, councils - could represent a resource 
for the districts. However, this cannot be taken on trust given that resistance from 
individual firms and often from individual employees has to be overcome. At the same 



a time, unless there is a means of directing and selecting forms of intervention at a level 
broader than the individual district, the creation of a "collective good" such as job 
training would be compromised. To be effective, job training requires, at the highest 
levels, a focusing of effort and an integration of technical and scientific infrastructures. 
Indeed, from a utilitarian standpoint, it may be rational for individual companies and 
for actors in individual districts not to contribute to the creation of this "collective good, 
the advantages of which nonetheless accrue to the entire regional economy. But the 
inadequate supply of a "collective good such as job training in the end undermines the 
ability of individual districts to make the necessary adjustments. To avoid this and 
similar traps besetting the creation of "collective goods", the ability to pool interests 
needs to be strengthened at a regional level and particular attention needs to be paid 
to furthering co-operation between interest groups and regional development, 

This need is also clearly highhghted by other aspects concerning, for example, land 
use and local planning, energy supplies, environmental protection, refuse disposal, traffic, 
and the need to overhaul transport and communications nemorks. These are areas in 
which the limits of locally-based regulation can be readily appreciated. Obviously, the 
diffusive character of the small business economy consumes an increasing amount of 
local environmental resources, while creating externalities that go far beyond the 
individual areas concerned. It is the public as a whole that has to foot the bill, but in 
the final analysis the costs have to be met by the companies, too. 

In conclusion, the point to stress is that in small bsuiness areas in the past a relation 
between politics and the economy was generally created at a local level. It was mainly 

a based on redistribution. A kind of division of labour between business, unions and local 
government developed. Business was free to respond flexibly to market opportunities. 
Union and local government bodies concentrated their energies on compensation for 
labour flexibility. The unions did so by focusing bargaining initiatives on economic 
aspects and wages, even if there were episodes of more specific negotiation on flexibility. 
Local government has above all pursued social policies and sought to make a number 
of fundamental infrastructural interventions. The regional governments joined this 
mechanism in the 1970s basically to provide backing for the redistributional action of 
the local authorities, and the local regulative framework. 

This model now seems to have become weaker and less able to sustain development. 
Ongoing changes have made it necessary to redefine the relation between politics and 
the economy, shifting the emphasis away from redistribution and towards the active 
stimulation of economic and social conditions conducive to development. One essential 
implication of the foregoing remarks is that the various kinds of policies designed to 
support industrial districts must be primarily of the "supply policy" variety, tailored to 
strengthen the systemic capacities and horizontal integration of industrial districts. Such 
policies, however, if they are to operate efficiently must: (a) be context-sensitive, with 
a high degree of flexibility and differentiation over time and space; (b) possess a 
concentration of resources resulting from the inter-sectorial co-ordination of 
interventions; (c) avoid assuming traditional bureaucratic forms, and involve instead 
intense collaboration with the various interests in play, not only throughout the 
intervention formulation stage, but also during their application. 



From this it follows that interventions of this type presuppose the existence of strong 
institutional interlocutors at the decentralised level: a regional dimension in development 
management. This, in its turn, seems to demand the integration of locahsm into a 
regional perspective and thus the reinforcement of the ability politically to redefine the 
interests at this level and the co-operation between interest groups and regional 
government. Naturally, an answer of this type will not necessarily emerge. But the 
ability of interest groups and of local and regional governments to assume a new 
regulatory role will influence the development of small business in Italy more than has 
been the case in the past. 

V. Districts and regional development 

Are there any lessons to be learnt from the experiences of industrial districts that 
would be of relevance to the development of backward areas? This question usually 
elicits two contrasting responses. The fint and more pessimistic response tends to view 
the success of districts as a contingent fact, stressing the specificity of the institutional 
context that encouraged the growth of districts in a number of regions. Accordingly, 
districts are not deemed a valid alternative for the development of backward areas. The 
second response, however, is more optimistic. The success of districts is considered to 
be more long-lasting. While recognising the influence of specific institutional factors in 
the origins of small firm development, this view argues that appropriate political 
interventions could provide substitutes for such factors. 

In my opinion, Italian experience should counsel caution in this respect also. 0 
Districts cannot be regarded as the strategy for endogenous development. But nor 
should it be ruled out that, under certain circumstances, such a strategy might prove 
effective. I shall attempt to show that the difficulties derive from the fact that it is not 
simply a matter of devising efficient economic policies: what is needed is a whole 
package of interventions designed to "create" the appropriate actors for such policies. 

Above all, it should be recalled that Italian experience confirms the importance of 
non-economic factors in the growth of districts. I t  is no accident that, as we have seen, 
districts are concentrated in regions where the institutional context encourages co- 
operation and horizontal integration between firms. In southern Italy - especially on the 
Adriatic side - there are many small firms, but hardly any full-fledged districts. Mostly, 
one encounters small, isolated, traditional f i rm or dependent sub-suppliers working for 
northern firms. For situations of this type - which are probably widespread in other 
backward areas, especially in the Mediterranean countries - is it possible to conceive of 
a development strategy that takes its inspiration from industrial districts? 

As regards policies for southern Italy, the first observation to make is that it is 
pointless - indeed it can often be counterproductive - to rely on financial incentives 
targeted on single firms. This form of intervention exerts an atraction above all on large 
£inns from outside the area. These large firms thus obtain extra resources to finance 
costly restmcturing processes. But, in general. they are concentrated in sectors of 



* production that are not characterised by high labour intensity and that do not stimulate 
the growth of local small and medium-sized firms. As for the said small local firms, the 
existence of incentives tends to encourage initiatives of doubtful efficiency, based more 
on political protection than on hard-headed business calculation. Past experience of 
incentives to small firms is not therefore positive, and the orientation adopted by the EC 
to limit recourse to this instrument is well-motivated. 

Having dispensed with direct and individual incentives, one might wish to focus 
attention on interventions designed to encourage the kind of horizontal integration 
between small companies that in the case of industrial districts occurs spontaneously, 
owing to the historical features of the institutional context. Of course, a strategy of this - -u - 

type presupposes the existence of small, traditional firms or of dependent sub-suppliers. 
In such cases, it would be a matter of making use of those "supply policies" that we have 
mentioned in relation to districts' problems of consolidation. These "supply policies" 
ought to encourage the creation of "collective goods" in terms of economies externd to 
the individual companies: the spread of technological knowhow, trade promotion, 
business skills training, worker training, and so on. But while these resources may 
facilitate the adjustment process undertaken by already existing districts, it is doubtful 
that they would suffice for backward areas. For in backward areas one of the main 
constraints on growth is mutual distrust between operators, which does nothing to 
promote productive specialisation or economies of agglomeration. The spread of 
services external to the firms, in the field of technology, in marketing and in training, 
may help to build a climate of greater collaboration, but is probably not sufficient on 
its own. One might therefore think in terms of more complex interventions, for example 

a of projects designed to encourage co-operation between local finns, while orienting them 
towards production lines of greater quality. To this end, specific and temporary services 
might be supplied, backed by public funding, but no direct incentives. It might also be 
useful to involve in these projects medium-sized and large firms from outside the area, 
in order to learn from their experience. 

But who ought to manage such complex policies? As we have seen, in order to be 
effective, supply policies have to be flexible, inter-sectorial, non-bureaucratic, and 
managed in collaboration with those whose interests are at stake. Hence the need to 
enhance the role of local and regional government. But this raises a problem that 
Italian experience has clearly highlighted. Generally speaking, in backward areas, local 
and regional authorities are weaker than elsewhere and less able to carry out effective 
economic policies. 

In the case of Italy, we have seen the importance for the growth of districts of a 
solid local institutional context, a well-organised and autonomous civil society, and 
efficient local government. And these precisely are the weak points in southern areas. 
The pervasiveness of a kind of politics that functions as a regulator of social relations 
makes civil society dependent and disorganised. Both business and trade union 
associations are weak. Political relations of the client-patron type, between single 
individuals or between groups and members of the local political class, prevail. This 
renders local government institutions inefficient because there are no representative 
structures able to hold particular interests in check. The results are: the subservience 



of the bureaucracy, distributive policies that make it possible to share the spoils widely, 
and non-decisions on everything that is less easy to divide up. a 

Given this framework, it might be dangerous to rely too heavily on local !government 
institutions. On the other hand, effective supply policies cannot be implemented from 
the centre. What, then, should be done? A convincing and consistent answer to t h s  
query still has to be tried out. All that we can do here is to suggest a number of 
directions in which it might be worth developing further discussion. 

Looked at from this angle, it seems to me important to examine ways not only of 
strengthening local government institutions but also - at the same time - of enhancing 
the autonomy and organisation of civil society. It is not enough merely to provide local 
and regional governments with the skills and resources needed for local supply policies, 
nor is it enough to train the local bureaucracy, though in several countries, including 
Italy, even these aims are hard to reach. It is necessary also to stimulate the creation 
of strong interlocuters within civil society. Organisations representing different interests 
need to be reinforced by institutional means and their role in the design and 
implementation of new policies should be enhanced. Such organisations could, in fact, 
supply the information and the necessary consensus for effective policies and could help 
to limit pressures from the local political class in favour of inefficient distributive 
policies. The political construction of the interlocuters is an essential part of 
development strategy because these organisations might eventually "internalise" the 
advantages deriving from the production of "collective goods" and might, as a result, 
develop a longer-term view of individual interests, inducing them to co-operate more 
effectively. 

The attempt to apply lessons from the experience of industrial districts to 
economically backward areas is thus fraught with considerable difficulties. I t  is not 
merely a matter of finding and implementing the right economic policies. More complex 
interventions need to be devised to reinforce the autonomy of civil society vis-B-vis the 
local political system. Unless a more autonomous and better-organised civil society is 
created, and unless a more autonomous and better technically trained bureaucracy 
emerges, any new policy is liable to prove inefficient and to stimulate the growth of 
political entrepreneurship rather than economic development. It is not an easy job. But 
none of the alternatives so far tried are any more appealing. 
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I. Introduction 

In the industrialised countries, most industrial districts' have developed to such 
an extent over the last few years that it now seems reasonable to think that the age-old 
traditional movement towards company concentration may at last reach them, or that 
certain districts may vanish as happened at the end of the nineteenth and at the 
beginning of the twentieth centuries. But this change may also signal new forms of 
inter-firm co-operation enabling districts to maintain their principal features while 
ensuring their ongoing development. 

At the very least, this change presupposes the pursuit of new strategies by 
industrial districts to improve their efficiency and above all their flexibility as regards not 
only products and production processes but also distribution or exportation. These 
strategies relate to the very dynamics of the small firms system, but also to the 
development of the surrounding socio-economic network and the emergence of new 
forms of intervention adopted by the territorial government. 

In this paper, we shall first provide a rapid survey of some of the problems that 
industrial districts are currently facing. Then we shall show that any measures designed 
to promote their survival and development will have to entail a tighter control on 
economic information both internal and external to the district. But more often than 
not this control can only be achieved if special aid is granted by the territorial State, 
with the support of the central State. We shall conclude our analysis with a look at 
three examples of industrial districts in Quebec. 

II. Changes to industrial districts 

The principal dangers presently threatening industrial districts derive from the 
rapid transformation of their working environment faced with increasing international 
openness. On the one hand, this opening-out entails the increasing segmentation and 
transformation of markets and hence more vigorous international competition. This 
competition is accentuated by the volatility of products demanding systematic innovation. 
But it is also stoked by fluctuations in exchange rates in customer or competitor 
countries, by the formation of new economic blocks, and by the development of visible 
or invisible barriers. On the other hand, this process of opening-out leads to an 
increased reliance on services, many of which can only be provided in the major towns 
and cities. This heightened demand for s e ~ c e s  is due to the greater role they now play 
in the products manufactured and in the production processes themselves. 

This international opening-out is also marked by the amval of newly 
industrialised countries, and also by advantages (in absolute if not in relative terms) 
deriving from the spread of new production technologies that make use of information 
technology or that permit new fonns of organisation and flexible production. Thus some 
countries are now securing an almost unchallengeable lead thanks to their ever greater 
reliance on these new technologies murow, 19871. Moreover, this is occurring despite 
the efforts of several districts to bring in new technology. Put simply, we are witnessing 
a new confrontation between local economies and international markets. 

1 
Or localised systems of enterprises, local productive systems, diffuse industrialisation systems, 

territorial economies, speaalised production areas, etc. On these different concepts, see EmanueI [1990]. 



But this opening-out is also effected through the various national communications 
media, thereby rapidly transfor-mhg the social workers and the women who are 
employed in large numbers in certain industrial districts [Capecchi, 19871. This 
transformation receives an added impetus from improvements in educational standards. 
In other words, post-industrial values are beginning to reach into all environments, and 
are seriously undermining the traditional work ethic. Especially in the case of young 
people who no longer accept the shared economic project, t h s  process threatens the 
kind of discipline that not only accounted for much of the competitive strength of the 
districts, but also underpinned the formation and gradual renewal of an entrepreneurial 
class [Trigdia, 19861. In some cases, the social system that ohen constituted the very 
foundation for the cohesion of industrial districts may be breaking up [Tinacci Mossello 
and Dini, 19901. 

Lastly, to these changes must be added the "new technological revolution" which, 
unlike previous industrial revolutions, makes available a range of equipment that is 
much better suited to the needs of small firms or to flexible or small-batch production. 
Some research has even shown that, for example, numeric control machine tools 
( N C M )  enhance the development of SMEs more than that of large-scale business [Acs 
and Audrestch, 19881. Other work has demonstrated that the take-up of information 
technology by SMEs was gaining speed and that in certain sectors it was occurring even 
more rapidly than in large-scale business [Julies 1990; Lefevbre and Lefevbre, 19901. 
But, however necessary this revolution may be, it nonetheless transforms the working 
environment, opens up rifts between companies and tends to instal a new hierarchy. 
Lastly, it quickens the pace at which values are transformed. 

m. Information control 

At a time when industrial districts are facing such profound change in their 
environment, the problem of information control arises: information needed for the 
discovery or creation of new gaps opened up by market segmentation and by the 
development of the international market; information making it possible to understand 
and respond to the new aspirations of the workers; information and training to prepare 
the next generation of entrepreneurs; information to pinpoint which of the available new 
technologies can assist a particular fm in becoming more competitive; information on 
new services. Information is essential, in short, as a basis for greater flexibility, 
creativity, and innovation. 

Vaggagini [I9891 holds the view that industrial districts constitute areas of 
communication and that the sharing of economic, social-cultural and political 
information accounts for their cohesion over time. They form special environments in 
which "communicational acting", as Habermas [I9871 explains, ensures cultural 
reproduction and social integration within the family and hence within the community, 
at work and in the business world and thus in industrial development too. 

As regards the economic dimensioq industrial districts may be viewed as systems 
with "limited control over internal and external  information"^ in order to minimise 
transaction costs. These control systems can be explained by the greater gains that each 
individual entrepreneur derives from the sharing-out (between the firms in the district) 

Or "systems of relative compliuty", as we have called them [Julies 19Wal. 



of a broader pool of information as compared with the benefits to be enjoyed horn 
keeping for one's own firm a more limited amount of information. These gains are not 
economic alone, but also social. In the districts themselves, this sharing-out or exchange 
of information has gradually become institutionalised and indeed accounts for their 
strong economic and social structuring. But as Vaggagini [I9901 has observed, there 
appears to be a widening gulf between the district structures and "modernity", or 
between a more traditional community-based environment and an increasingly 
international and multicultural economy. 

This constantly increasing openness in economic tenns (markets), in technological 
terms (new processes, new products), or in sociological terms (affecting the value systems 
of workers and entrepreneurs) creates fresh challenges for information control. To 
survive and expand, industrial districts must on the one hand develop new national and 
international antennae while on the other hand developing new skills in the filtering, 
evaluation and use of information reaching them from this environment. Ln other words, 
the response of districts to the turbulence of their environment has to involve a 
heightened awareness of the development of national and international markets, a well- 
tailored adaptation of production organisations to the new aspirations of workers, and 
an increased sensitivity to technological transformations (as well as efficiency in 
introducing them), and a constant capacity for innovation. It is a question of 
technological and commercial "monitoring". But at the same time, to preserve their 
cohesion, districts must adapt this new information to their socio-cultural and political 
needs. 

But this environmental monitoring - although also performed by small firms 
[Smeltzer et al., 1988; Zank, 19901 - is harder to systematise in very decentralised 
organisations. In industrial districts, monitoring needs to be organised and controlled 
at business community level. This requires a different kind of organisation and much 
more complex new f o m  of co-operation: it also entails institutional intervention. 

Viewed systemically, as Maria Tinacci Mossello and Francesco Dini [1990] have 
observed, every system, in order to survive, during the course of its own evolution must 
minimise its complexity by continually checking its informational relations with its 
environment. At the same time, it has to ensure that these relations Hie sufficiently 
complex to pick up all information essential to it. This is why the development of a 
good structure of technological and commercial monitoring is the main challenge facing 
industrial districts as a consequence of increasing openness to the international economy. 
In Italy, for example, it now appears that an increasing proportion of information 
between districts and the outside world is channelled through service companies located 
in the Milan metropolitan area [Capecchi, 19881. These firms view their intervention 
in industrial districts as one operation among others and act principally in their own 
interests [Tinacci Mossello and Dini, 19901. As a result, control over information is 
slipping away from the district. To regain it, a co-ordination of all the resources of the 
region in question is vital; and in most cases this co-ordination also has to secure 
backing from the territorial State. 



IV. The role of territorial states: 
Long-term management of information and training 

Given this growing complexity (the "hypercomplexity" of our socio-economic 
systems in Edgar Morin's view), one must highlight two main types of information 
essential to the smooth operation and development of the industrial district. The first 
type is short-term and conjunctural, and relates to markets and competition. The second 
type of information is structural and long-term and derives from research and 
development into products and technology and horn changes in the system of values. 

The first information group belongs to the capitalist domain and is in the 
possession of private £irms or professional organisations within the district. Principally, 
it relies on the district's leading firms (those closest to the market or those who stand 
out as leaders in the last stages of the production process). It also relies on inter-firm 
co-ordination to promote, for example, gradual innovation through the process of 
"diffused innovation" [Bellandi, 19891. The second information group derives above all 
horn a kind of organisation that is oriented towards long-term change or is more 
collective or public in nature. This organisation cannot easily be founded on small- 
scale enterprises with short-term outlooks and resources that are too limited to support 
forecasts of prospects and radical technology transfer. Moreover, it is less characteristic 
of the private sector. 

This is all the more true since short-term information is a factor in competition 
and co-operation. If such information is not compensated for by reciprocal exchange, 
it becomes the fundamental element of differentiation.' In these circumstances, State 
intervention is either ineffective or liable to meet with rejection in the name of small 
firm independence, this independence being one of the main goals of small 
entrepreneurs [Brockhaus, 19861.' By contrast, long-term information, since it does not 
yet belong to anyone, is more neutral. Its production by a third party is easier to accept, 
and it is accordingly easier to share out. 

This information must also cover new forms of accelerated training both for 
managerial or business personnel and for the skilled workforce. Here again one cannot 
expect SMEs or even districts to undertake reskilling or to develop on their own a more 
thoroughly self-trained fresh generation of entrepreneurs. 

As regards the. longer term, information can only be uncertain and subject to 
change and hence extremely complex. In information theory, the larger the set of signals 
and the more open the system of information, the higher climb the costs [Theil, 19691: 
too high, in any case, for small firms or their professional organisations. Such 
information has to be a matter for the State. Yet it cannot be "efficient" unlesss it is 

' Baptiste and Michelsons I19881 have thus demonstrated that, in the case of the Haite-Valdesa 
district, information exchange is generaIised except as regards innovation: this is where competition comes 
in. 

See the instance of the SPRINT project's "telematic programme" which was unable to operate 
because it finished by touching on all the information generated by the enterprises or craftspeople [Tinacci- 
Mossello and Dini, 19901. Other investigations have shown that SMEs tend to reject state intervention, 
especially in matters directly affecting competition [see Chicha, 19821. 
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oriented towards an "individualised decision for each particular case [Chicha, 19821.' 
This long-term information has therefore to be developed in close co-operation with its 
users, while remaining sllfficiently broad to satisfy more general requirements. 

In the case of the industrial district (and this often applies to SMEs in general)," 
the State is represented above all by the territorial State, geographically closer, able to 
operate in close co-operation with the district or small firm and, most important, able 
to integrate the specific social and economic dimensions of each district, while respecting 
the wider environment, context, etc. 

It is obviously not possible for this territorial State, by swirching from a strategy 
of national and regional development to one of socio-economic development (within the 
framework of the international division of labour) to establish on its own all the 
institutions able to fulfil the requirements. Yet it has to co-ordinate all existing 
institutions and ensure that they develop in such a way as to meet the needs of the 
enterprises and hence those also of the industrial district. It has also to secure the 
backing of the central State in order to provide those necessary but previously non- 
existent services. 

As for Research and Development and technological transfer, the territorial State 
has a number of means at its disposal. On the one hand, it can work with research and 
innovation bodies at regional level, for example with regional universities and colleges, 
and with company  consultant^,^ in order to transfer information. If need be, it can 
develop special "antennae", with the help for instance of agents at national and 
international level, in order to pick up, filter and adapt information. Equally, the 
territorial State can seek to develop interface mechanisms to transmit information to 
companies according to their needs and respective resources. It can support special 
assignments or similar initiatives designed by central government for business managers 
at international fairs, or executive courses at foreign research centres. In short, it must 
harmonise territorial organisation with extra-territorial and international networks. 

This problem of information is crucial, for example, to the spread and 
establishment of new technologies [Guesnier, 1984; Dosi, 19881: access to information 
and its control constitute the prime factor (internal to the enterprises themselves) that 
distinguish between those SMEs that make use of new production technologes and those 
on the other hand, that use traditional technologies. This information variable is much 
more important, for example, than financial constraint. The second factor is the level 
and type of management training [Julien et al., 19881. 

The need for training increases with the growing complexity of production. As 
a result, the traditional "on-the-job" method of training entrepreneurs, with the gradual 
transmission of know-how accumulated within the district, is less and less efficient. This 
is because part of this know-how has regularly to be overhauled if not invented. 

' In a piece of research that we carried out into the development of effective sohare  for management 
and production, for example, in hospitals, we found that the best information systems were the ones that the 
users had themselves developed [Jacob, Julien and Lorrain, 19891. 

Jut  as the central State is the traditional counterpart of big business, so the tenitorid State is the 
small f m ' s  normal counterpart. 

On the role of company consultants, see the interesting analysis provided by E. Chell, J. Havorth 
and L. Litrop 119891 relating to the clothing industry in England. 



Confronted with the new demands of the economic environment, there is a need for 
executives who are better able to understand and process complex information. As 
regards workforce training, resldlling is increasingly necessary, at least for technicians 
and key personnel. The territorial State must therefore come to terms with the 
educational resources of the region (which must themselves be renewed through contact 
with broader sources, in order to meet the needs of the district, even if this means 

0 
developing ad hoc executive and staff retraining programmes. 

Thirdly, the region has to obtain or promote consultancy and expertise in its area. 
The critical mass created by the existence of a great number of enterprises operating in 
the same sector should ease the creation of this expertise in the speciality in question; 
but when it comes to other types of consultation, it may be necessary to turn to 
entrepreneurs or enterprises from outside the region. In such cases, outside firms have 
to be prompted to develop a particular speciality for the greater benefit of the region. 
If need be, the creation of service firm should be promoted. Such £irms should deal, 
for example, with the development of design skills, research and consultation offices, 
technology transfer centres, international marketing companies, export groups, etc. 

Local government can play yet other roles, helping new firms to get started, 
making available risk capital, or providing technical advice for companies in trouble. 
But even if these functions may be necessary at the outset and during moments of crisis, 
they cannot replace longer-term functions. 

In short, the manufacturing development of the district is increasingly tied to the 
development of services. And the development of this tertiary sector has to be 
stimulated by local government for the greater benefit of the region. Local government 
has thus to play the role of "catalyst" or "synergy facilitator" leading actors better to co- 
ordinate their actions with the help of or thanks to the provision of extra information. 
What is thus achieved is a "network of resources of all kinds, relating to manufacturing 
as well as to services, supported by and supportive of the dynamism of the 
manufacturing SMEs, and backed by local government. It is essential that this network 
should function as the new linchpin for the economic and social cohesion of the district 
or territorial economy [Planque, 1983; Aydalot, 1986; Lund and Rasmussen, 19881. It 
must make it possible systematically to enrich the endogenous forces of a controlled 
supply of exogenous information. 

V. Some applications 

We have attempted to apply this conceptual framework to three Quebecois 
districts: the first in the up-market area of pleasure boat production in the Grand'Mkre 
and Shawnigan regions; the second in an industry that dates back to the beginnings of 
New France, the fur production district in Montreal; and the third in a more traditional 
sector, the furniture industry in the Victoriaville region. 

V.1. The pleasure boat district of Centre-Mauricie 

The first of these two districts developed out of canoe and small crafts production 
at the turn of the century, to meet the needs of the paper industry for wood felling and 
floating to the north of Trois-Rivi2res. Gradually there developed a demand for boats 
from fishers and hunters. But it was not until the 1960s that a number of £inns in the 
area turned to producing motorised pleasure craft capable of sailing close to the sea 



coasts. Two of these firms expanded rapidly, drawing the others along in their wake. 
It is worth mentioning that this development occurred at a time when the region's main 
large-scale enterprises were declining.' 

Overall, Quebec's pleasure craft industry has developed very rapidly. Between 
1977 and 1985, the annual level of deliveries rose at a rate of 18.5 per cent in Quebec 
as compared to 13.8 per cent for Canada as a whole. The Centre-Mauricie district 
accounts for 55 per cent of production in Quebec. At present the district is home to the 
two leading companies (with between 250 and 350 production workers) and 29 other 
small firms (with fewer than 50 employees), many of which are sub-contractors (divided 
into two levels: see Appendix 1). Roughly a third of these small £irms are managed by 
former employees of the larger companies. Much smaller than the large districts (e.g. 
the Montreal fur district or the Italian districts, comprising several hundred small firms), 
Centre-Mauricie obviously matches the scale of Quebec's small regional economy. It 
does not, however, appear to have completed its growth cycle. 

The district is therefore not in a position to produce and supply all the items 
demanded of it. However, an effort is being made to boost the rate of self-suficiency 
(currently at 72 per cent). Indeed, the leading firms have recently created a purchasing 
group in an effort to concentrate their buying and to enhance their production within 
the district. 

The district is supported by an industrial association (the Industrial Development 
Corporation of Centre Mauricie or CODICEM)9 which co-ordinates development 
initiatives. One of the aims of the Corporation is to help renew the industrial base of 
the region through the creation of small sub-contracting firms. Above all, this assistance 
involves what is known as an "incubator", offering a whole range of senices to small 
firms during their early years." 

The Corporation promotes information exchange" via a "regional board of 
consultation", set up following the region's "socio-economic summit" held in 1987. It 
also co-ordinates the quest for risk financing, support for companies wishing to take part 
in industrial fairs or seek export openings, with the backing of programmes made 
available by the higher-level governments. Lastly, the Corporation works with the 
college of the region and with technical schools to promote the training of workers (in 

The Centre-Mauricie region indudes two small towns (Shawinigan and Grand-Mdre) and about ten 
villages. In the 1950s and 1%05, the region was considered one of the richest in Canada. But the systematic 
closure of the large chemical firms and the slump affecting the paper and aluminium industries and 
companies in the 1970s even led to a drop in population. 

9 
This Corporation intervenes not only in the district but also throughout the entire Centre-Mauricie 

region. in collaboration with the Quebecois Enterprises Group, it sponsors a number of different economic 
bodies, such as the Risk Capital Finandng Company (SOFICAR), Support for Youth Initiatives (SLJCEM), 
the Enterprise Creation Centre (CGEGEM), and an SME "dub" (where industrialists can discuss their 
strengths and weaknesses). 

10 
At present, the "incubator" is providing start-up assistance to seven subcontracting h s  in the 

pIeasure boat sector. 

'I A few years ago, for example, the Corporation created a data file on market oppormnities in the 
region in order to inform industrialists about openingr for subcontracting work. Later, however, the updating 
of the completed me was suspended. 



particular through the foundation of the Centre-Mauricie Nautical Training Centre)" 
and technical advice. 

Yet the district still has a number of problems. The pleasure boat industry is in 
relative crisis in North America. First and foremost this crisis is due to a slowing-down 
in increases in income. Added to this is the Free Trade agreement between Canada and 
the United States which has caused Canadian customs duties to drop 15 per cent in 
January 1987, as against 1.2 per cent in the US. The US Merchant Marine Act, which 
bars the entry of any boats not used "for personal purposes", acts as a further break on 
Canadian exports. 

Already this year two major Quebecois companies (neither of them located within 
the district) have had to close, in the wake of 12 others throughout Canada over the 
last five years. Even the top Canadian manufacturer of sailing boats had to seek new 
partners in 1987 in order to avoid bankruptcy. It also seems that several large American 
firms are facing difficulties [MEIR, 19881. The only possible solutions will have to entail 
an increase in productivity over the entire chain of companies, as well as a broadening- 
out of the market. 

The computerisation of firms within this district has not yet made much headway. 
It is, however, true that production is pitched up-market. But reliance on design alone 
is not enough. Owing, for example, to the distance from the New England market, 
transport costs are high. An attempt has to be made to adapt or indeed to create new 
processes based on information technology.* Likewise, it is essential to adapt to the 
anival of new materials and to seek new markets in Europe and Japan to offset 
fluctuations in the north American market. Lastly, training must be improved. To 
achieve all of this, long-term analyses are required. It takes time to train a skilled 
workforce, to elaborate managerial and marketing techniques, and especially to develop 
markets and forms of technology transfer. Yet short-term needs still seem to 
monopolise the energies of local institutions. In particular, there is a need to forge and 
develop links with the research and training facilities provided by the regional university. 

V 2  The Montreal fur district 

The second example is that of the Montreal fur-producing district, which has 
emerged out of the fur trade that in the eighteenth and nineteeth centuries was carried 
on with American Indians. Montreal was at that time a major centre for this trade. At 
the beginning of the twentieth century, most of the firms that processed furs had 
premises near the port, especially along rue Saint-Paul. But as the building grew older 
and £ire insurance companies more exacting, they were gradually forced to move into 
the five-hectare rectangular area they still occupy, bordered by rue Major and rue St 
Alexandre, between de Maisonneuve and Sainte-Catherine. The district is therefore 
concentrated in the city centre (on the pattern of the fur districts in New York, London 
and, to a lesser extent, Frankfurt). Indeed, most of the district is located in twelve main 
buildings (see Appendix 2). 

l2 &, regards training, most emphasis was initially placed on lamination and padding processes. At 
present, by contrast, most effort goes into cabinet work and CFAO. 

'' Available technologies include canvas-cutting by compressed air jet, the use of robots for resin 
injection, wood-cutting by numeric control etc. 

a 
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The Montreal fur district comprises 554 companies working in production 
(cleaning, dyeing, cutting, making up, fishing), dismbution, sales, design and creation. 
The tanneries alone are located outside Montreal for obvious environmental reasons. 
Eighty per cent of £ha have fewer than ten employees (a third have fewer than rwo 
employees, 4.1 per cent have more than 50 employees). The companies belonging to 
this district are particularly closely interlinked, with 80 per cent of them working on a 
more or less subcontracting basis. A lot of trading takes place born hand to hand, 
given the close proximity of companies. The leading companies are the larger ones or 
those with internationally famous brand names. Integration tends to proceed by formal 
pact (see Appendix 3). Most of the employees are women, many of whom are recent 
i~nmigrants.'~ 

Production is predominantly up-market, taking advantage of Canada's fame as a 
fur-producing country. Lower range production is being gradually left to countries such 
as South Korea. More than 80 per cent of production is exported, either directly (50 
per cent goes to the US) or indirectly by sales to tourists visiting showrooms or born 
city hotels. 

The district benefits from forms of direct institutional support for the fur industry 
such 'as the Annual International Montreal Fur Salon and the special training courses 
that are held at three Montreal colleges (even though some specialisations are not 
taught). The district is also helped by the Montreal fashion industry, with its two annual 
salons, and by its access to the Quebec Specialist Fashion Center, the Quebec Center 
of the Computerisation of Production, and to a range of aid packages developed by 
central and state governments. These include start-up programmes for entrepreneurs, 
strategic managerial training schemes, programmes designed to promote scientific 
employment, subsidies for trade trips abroad, help with promotion work, design, etc. 

Competition in this industry is relatively low-key because of the fame of Canadian 
fur products. Free trade with the US can only benefit the industry, as company owners 
themselves achowiedge." 

However, the district is faced with at least three problems. First, it is now 
undergoing considerable pressure as regards property, caught as it is between office- 
boom areas. Secondly, it has to deal with growing pressure from animal protection 
groups. Lastly, new creative personnel and good designers are in short supply at a time 
when fashion is undergoing rapid change. There is also a growing need for greater 
computerisation in production. 

As regards the first problem, the city is in the process of adopting a strategy 
designed to protect the area while promoting its modernisation. As for animal rights 
issues, a special tax is being levied on each processed hide so that world-wide counter 
campaigns can be mounted. At the same time, there is a trend towards the use of 
increasingly pain-free ways of capturing animals. There remains, however, much to be 
done in this area. As for the third problem, there is still a lack of concerted aaion by 

I4 
Source: Report by the Lntermunicipal Commission on Metropolitan Development on "La at6  de la 

mode et le district de la founure", Montreal, April 1989. 

u See the investigation carried out by LavalIin for CIDEM (Rapport sur "La cite de la mode et le 
district de la fourmre", Appendix 1, Montreal, April 1989). This investigation, using a representative sample 
of owner-managers, showed that 67 per cent of them felt "very optimistic" or "fairly optimistic" about the 
consequences of free trade. 



the various actors involved (manufacturers, designers, specialised schools, council bodies, 
central and state governments, and so on). Indeed, even the business associations 
needed to do the lobbying have still to be created.'* Lastly, the level of penenation, 
achieved, for example, by the CAO and the FAO, is still very low. It is true that new 
technologies are still ill-suited to this industry, but little or no effort is being made to 
develop such technologies further. 

V.3 The Bois-Francs furniture producing industrial district 

Lastly, the small furniture-producing industrial district in the Bois Francs region, 
an area that is still very rural, has been in existence since the beginning of the century. 
In 1989 the district comprised 37 firms, 74 per cent of which had fewer than 20 
employees. Its location at the beginning of this century, around the periphery of the 
small town of Victoriaville, may be explained by the nearby forests which in those days 
supplied the species required by the industry. Regrettably, for a variety of reasons, the 
forests have been decimated and much of the wood that is needed is now imported. 
This has increased costs relative to certain of the district's competitors. 

Production here has long been aimed down-market. This has meant that when 
American production (in particular in North and South Carolina, where much of 
American furniture manufacturing is concentrated) were faced with a slow-down in 
output, they could off-load their surplus on the Canadian market, thereby sparking a 
sporadic crisis throughout the region. 

The local authorities have developed two important long-term strategies. First, 
by dint of patient representations, they managed to persuade the government in 1964 to 
establish in the region the only specialist school in Quebec to train students in furniture 
production and wood carving skills. The aim of this initiative is to create a skilled 
workforce able to develop traditional working methods. Following this, and in 
collaboration with the college of the region, the Bois-Francs Economic Development 
Corporation secured the creation of a training centre specialising in furniture design and 
production technologies. These policies have helped the industry to modenrise, to 
improve its recruitment, to help a few of the firms to move up-market and, lastly, to . 
enable some of the firms to specialise in particular fields and hence to contribute inter- 
firm co-operation. 

However, this strategy only reaches a few firms as yet and competition is bound 
to grow tougher with the free trade agreements that will come into force by 1994, 
abolishing tariffs that currently stand at 15 per cent. At present, 88 per cent of exports 
of these products born Quebec are destined for the United States, whereas only 52 per 
cent of imports come from the US, accounting for only 8 per cent of the Quebecois 
market. The district as a whole therefore still faces numerous difficulties. Already, 
between 1985 and 1989, 30 per cent of the jobs in the industry have been lost. 
Elsewhere in Quebec, however, this industry has managed to grow stronger, above all 
by reducing unit costs. 

Here, too, long-term environmental monitoring remains quite inadequate. 
Marketing, design and distribution strategies to tackle purchaser concentration are still 
ill-developed. Even available assistance from programmes such as the "Access-design" 

l6 In the poll already cited, only 23 per cent of responden~r were "wholly or 'mainly in favour of such e 
a body, with 22 per cent against and 55 per cent not giving any answer! i 



scheme is underused. Moreover, local institutions have been slow to address these 
issues, even though recently some encouraging efforts have been made. 

M. Conclusion 

Ln view of current economic trends and the ability of districts to respond to the 
new international environment, the future development of districts, within the 
framework, for example, of the international division of labour, remains wholly 
questionable. Yet it is not the first storm that districts have had to weather. Though 
perhaps the storm is more violent than before. 

One thing appears certain: the districts will not be able to survive the storm on 
their own. They must get greater support from the State, and not merely of a short- 
term nature (start-up or "incubator" assistance, funding, enterprise creation) as before, 
but rather long-term economic aid. First of all, tfiis support must involve the co- 
ordination of energies in both industry and the services, and also the creation of new 
information services to improve links between territorial organisations and extra- 
territorial and international networks of information. 

With help from local government bodies, districts should promote the creation 
of broad networks comprising both production companies and service firms (distribution, 
creation, consultancy, information, etc.) as well as local institutions." Such networks 
should provide further facilities for information monitoring and exchange with the 
district environment in order to promote an exchange of energies that would encourage 
the transfer of savings and investment, product innovation and organisation, new 
technologies and a highly specialised workforce that the district cannot itself train. The 
goal of this intervention is to create a "virtuous" circle of organisa- 
tion/information/innovation. Put another way, districts, as they develop, with aU their 
political, manufacturing and tertiary resources, need to behave as multinational. 
companies in terms both of technological and commercial monitoring and of the renewal 
of internal resources. But they cannot undertake such long-term change on their own. 
They must be given support not only by local institutions but also as regards personnel 
training and assistance co-ordinated by the territorial State. 

This kind of change to the district's environment may mean its thorough-going 
transformation, with the development, for example, of increasingly hierarchical relations 
between diflerent enterprises. This may be the structural price to survive and to 
continue developing. 
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Appendix 1 

Inter-firm relations in the Centre de La Mauricie 
pleasure craft industry 

@ Specidistion uuf mmpercnce O ~ p c c i d i u t i o n  and p r ~ u a i o n Q  Skill and produnion. 

Source: A. Dumas, 1990. 



S-C = Sub-contractor 

S-C A - 1: 
S-C A - 2: 
S-C A - 3: 
S-C A - 4: 
S-C A - 5: 
S-C A - 6: 
S-C A - 7: 
S-C A - 8: 
S-C A - 9: 

S-C B - 1: 
S-C B - 2: 
S-C B - 3: 
S-C B - 4: 
S-C B - 5: 
S-C B - 6: 
S-C B - 7: 
S-C B - 8: 
S-C B - 9: 

blown urethane 
tanks 
support bars 
instrument panels and equipment 
plexiglass window 
fuse plates, strap hinges 
instrument panels and equipment 
fibre glass components 
cabinet-work 

welding 
wood.cutting 
strap hinges 
accessory assembly 
printing on instrument panel 
machining 
printed circuit base 
printing on instrument panel 
plastic box drilling 

S-C X - 1: hook and rudder machining 
S-C X - 2: canoe canvas 
S-C X - 3: not yet decided 
S-C X - 4: portage bars 
S-C X - 5: padding work 
S-C X - 6: launch pincers 
S-C X - 7: cabinet work 



Appendix 2 

City of Montreal Fur District 



Appendix 3 

Diagram of fur industry in Montreal 

Source: Price Waterhouse, Etude sur l'indutrie de la mode de la foumtre, Cidem, 
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April 1989. 
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Appendix 12. 

Law of Ukraine on Foreign Investment Procedure - 
March 19, 1996 - Joint Working Group (translation) 



Law of Ukraine 

On Foreign Investment Procedure 

This Law determines specific features of the foreign investment procedure within the temtory 
of Ukraine according to the objectives, principles and provisions of the Ukrainian legislation. 

Section 1. General Provisions 

Article 1. Definitions Used in the Law 

The meaning of the terms used in this Law is as follows: 

1.  Foreign Investors: subjects carrying out investment activities 
on the territory of Ukraine, i.e.,: 

Legal persons created according to the legislation other than the Ukrainian legislation; 

Physical persons - foreigners without permanent place of living on the territory of 
Ukraine which have no constraints in their activities; 

Foreign states, international state and nonstate organizations; 

Other foreign subjects of investment activities determined under the Ukrainian 
legislation; 

2. Foreign Investments: values invested by foreign investors into 
subjects of investment according to the 
Ukrainian legislation to gain profit or 
achieve social effect; 

3. Enterprise with Foreign Investments: an enterprise of any structural and legal 
form created according to the Ukrainian 
legislation with any foreign investment 
share in the authorised fund, but not less 
than 10%. 

An enterprise is gaining a status of the enterprise with foreign investments as from the day of 
crediting of an investment to its balance sheet. 

Article 2. Types of Foreign Investments 

Foreign investments may be made in: 

foreign currency determined as convertible by the National Bank of Ukraine; 

Ukrainian currency when reinvesting in the subject of primary investment or any other subject 
of investment according to the Ukrainian Legislation on condition of tax income (revenues) 
payment; 

I .  

any kind of property including real estates, and associated property rights; 
shares, bonds, and other securities, and corporate rights (property rights for a share in the 



authorized fund of a legal person created according to the Ukrainian legislation or the 
legislation of other countries) presented in convertible currency; 

cash requirements and the right to require execution of contractual obligations guaranteed by 
first class banks and valued in convertible currency that is to be confirmed according to the 
laws (procedures) of the investor's country or international trade rules; 

any intellectual property rights valued in convertible &ency that is to be confirmed 
according to the laws (procedures) of the investor's country or international trade rules, and 
by expert judgement within Ukraine including rights of authorship, rights of inventions, useful 
prototypes, industrial specimens, brands of products and services, know-how, etc., legalized 
on the territory of Ukraine; 

rights for performing economic activities including rights to use mineral resources granted 
according to existing legislation or agreements, value of which shall be confirmed by the laws 
(procedures) of the investor's country or international trade rules; 

other values according to the Ukrainian legislation. 

3. Forms of Foreign Investments 

The forms of foreign investments may be as follows: 

partial equity in enterprises created jointly with Ukrainian legal and physical persons, or 
partial purchase of existing enterprises; 

creation of enterprises which will fully belong to foreign investors, affiliates and other 
separated subdivisions of foreign legal persons, or purchase of the existing enterprises into fuil 
ownership; 

purchases , which is not subject to prohibition under the Ukrainian legislation, of movable or 
immovable property including houses, apartments, premises, equipment, transport means and 
other subjects of property through direct transfer of property and property complexes, or 
through shares, bonds, or other securities; 

individual purchases, or with participation of the Ukrainian legal or physical persons, of the 
rights to use land and utilize mineral resources within the territory of Ukraine; 

purchase of other property rights; 

other forms not prohibited under the Ukrainian legislation including those which do not 
envisage creation of a legal person under agreements with subjects of economical activities 
within Ukraine. 

Article 4. Subjects of Foreign Investment 

. ... Foreign investments may be made into any objects, the investment to which is not prohibited 
by the Ukrainian legislation. 



Article 5. Estimate of Foreign Investments 

Foreign investments and investments of the Ukrainian partners including contributions to the 
authorized fund of enterprises shall be estimated in foreign convertible currency and the 
Ukrainian currency as agreed by the parties according to the prices on international markets or 
on the market of Ukraine. 

The investment amounts in foreign currency shall be converted into Ukrainian currency 
according to the exchange rate of the National Bank of Ukraine. 

When reinvesting income, profit and other hnds  received in the Ukrainian currency as a result 
of foreign investment, they shall transfer the investment amounts according to the official 
currency rate of Ukraine determined by the National Bank of Ukraine as of the day of actual 
reinvestment. 

Article 6. Legislation on Foreign Investors Activities within the Territory of Ukraine 

This Law, other legislative enactments and international agreements of Ukraine regulate 
relations associated with foreign investments within Ukraine. In case when other rules than 
those determined by the Ukrainian legislation are established under the international agreement 
of Ukraine, the provisions of the international agreement shall be applied. 

Section 11. Government Guarantees of Foreign Investment Protection 

Article 7. Legal Control of Investment Activities 

The national treatment of investment and other economic activities shall be established for 
foreign investors on the territory of Ukraine with exceptions envisaged by the Ukrainian 
legislation and international agreements of Ukraine. 

A privileged treatment of investment and other economic activities shall be established for 
subjects of business activities carrying out investment projects with participation of foreign 
investments realized according to government programs on the development of priority 
branches of the economy, social sphere and territories. 

The Ukrainian laws may determine territories on which the activities of foreign investors and 
enterprises with foreign investments will be restricted or prohibited because of the 
requirements of the national security. 

Article 8. Guarantees in Case of Legislation Changes 

If in future the guarantees of foreign investment protection under Section I1 of this Law are 
changed according to special Ukrainian legislation, within ten years as from the day of putting 
in force such legislation the government guarantees of foreign investment protection stipulated 
in this Law shall be applied on the request of a foreign investor. 

a Article 9. Guarantees of Compulsory Withdrawals and IIlegal Actions of Government 
Bodies and their Officials 

-. 

Foreign investments within Ukraine are not subject to nationalization. The government bodies 
have no right for requisition of foreign investments except for carrying out rescue measures in 
case of a natural calamity, emergencies, epidemics, epizootics. The requisition may be .- 

,nJ3* L- conducted according to the decisions of the bodies authorized by the Cabinet of Ministers of a? 



Ukraine. 

The decisions on requisition of foreign investments and terms of compensation may be 
appealed according to the court procedure under Article 26 of the Law. 

Article 10. Compensation and Reimbursement of Losses to Foreign Investors 

Foreign investors will have right for compensation for- losses including lost profit and moral 
damage resulted from inactivity or inadequate execution of obligations by the government 
bodies of Ukraine envisaged by the legislation before a foreign investor or an enterprise with 
foreign investments according to the Ukrainian legislation. 

All costs and losses incurred by foreign investors as a result of actions stipulated under Article 
9 and the first part of this article shall be reimbursed according to current market prices andlor 
proved estimate confirmed by the auditor or audit company. 

Reimbursement to a foreign investor shall be prompt, adequate and effective. Reimbursement 
to a foreign investor as a result of actions under Mic le  9 of the Law shall be determined as of 
the day of termination of the property right. 

Reimbursement to a foreign investor as a result of actions stipulated in the first part of this 
article shall be determined as of the day of actual executing of the decision on reimbursement 
of losses. They shall pay the amount of reimbursement in the currency of investment, or any 
other currency acceptable for a foreign investor under the Ukrainian legislation. From the day 
of granting the right for reimbursement until the day of its payment they shall make an interest 
charge on the amount of reimbursement based on the average interest rate according to which 
London banks give loans to first class banks on the European Currency Market (LIBOR). 

Article 1 1. Guarantees in Case of Termination of Investment Activities 

In case of termination of investment activities a foreign investor will have the right not later 
than within six months from the day of termination of such activities to have his investments 
back in the natural form or in the currency of investment at the amount of actual contribution 
(including the possibility of authorized fund reduction) before taxation, and profit from such 
investments in cash or products based on the real market cost as of the day of termination of 
investment activities, unless otherwise stated by the legislation and international agreements of 
Ukraine. 

Article 12. Guarantees of Transfer of Profit, Revenues and Other Funds Received in the 
Result of Foreign Investment 

After payment of taxes, charges and other compulsory payments foreign investors will have 
guarantees of unimpeded and immediate transfer abroad of their profit, revenues and other 
funds in foreign currency received on a legal basis in the result of foreign investment. 

The National Bank of Ukraine shall determine the procedure to transfer abroad profits, 
revenues and other funds received from foreign investment. 

. . Section 111. The State Registration and Control of Foreign Investment 
- 



Article 12. The State Registration of Foreign Investments 

The Autonomous Republic of Crimea, regional, Kiev and Sebastopol city state administrations 
shall carry out the state registration of foreign investments within three business days 
following actual investment according to the procedure of the Cabinet of Ministers of Ukraine. 

Unregistered foreign investments shall not give the right to receive the privileges and 
guarantees envisaged by this Law. - 
Article 14. Rehsal of State Registration of Foreign Investments 

Refusal of state registration of foreign investment may have place only in case of breach of 
the established registration procedure. The refusal motivated by its inexpediency shall not be 
allowed. 

The refusal of state registration of foreign investments shall be arranged in written form with 
indication of the refusal motives and may be appealed according to the court procedure. 

Article 15. Statistic Reports on Foreign Investments 

The foreign investment state registration bodies, enterprises with foreign investments, tax and 
customs agencies, and bank institutions shall submit statistic reports on foreign investments 
according to the established forms and terms. 

Section IV. Enterprises with Foreign Investments 

Article 16. Organizational and Legal Forms of Enterprises with Foreign Investments 

On the territory of Ukraine the enterprises with foreign investments shall be created and shall 
function according to the forms envisaged by the Ukrainian legislation. 

Article 17. Foundation Documents of Enterprises with Foreign Investments 

The foundation documents of enterprises with foreign investments shall include information 
envisaged by the Ukrainian legislation for relative organizational and legal forms of 
enterprises, and information on the state status of their founders (participants). 

Article 18. Imposition of the Customs Duty 

The property which they bring to Ukraine as a foreign investor's contribution to the 
authorized find of the enterprise with foreign investments (except for goods for sale or 
personal needs) shall be exempted from duties. 

The customs agencies shall admit such property to the territory of Ukraine according to a one- 
name paper at the amount of the duty with delayed payment not later than 30 calendar days as 
from the day of arrangement of the entry goods duty declaration. 

a . . The bill will be paid and the import duty will not be collected, if in the grace period the 
. . property is included into the enterprise balance sheet, and the local tax inspection makes a 

respective note in the copy of the bill. 

The Cabinet of Ministers of Ukraine shall establish the procedure for issuing, discounting and + 3  
& 



paying of the bills. 

If within three years from the day of putting a foreign investment into the balance sheet of the 
enterprise with foreign investments the property imported into Ukraine as a contribution of a 
foreign investor to the enterprise authorized fund is alienated including the case when the 
enterprise stops its activities (except for the case when a foreign investment is exported), the 
enterprise with foreign investments shall pay an import duty which is to be charged on the 
basis of the property customs value converted into the Ukrainian currency according to the 
official exchange rate of the Ukrainian currency determined by the National Bank of Ukraine 
as of the day of the property alienation. 

'4nicle 19. Sale Terms for Products (Works, Services) 

The enterprise with foreign investments will independently determine the sale terms for 
products (works, services) including their prices unless otherwise is envisaged by the 
Ukrainian legislation. 

The products of the enterprise with foreign investments are not subject to licensing and 
quoting, if they are certified as the enterprise own production according to the procedure 
established by the Cabinet of Ministers of Ukraine. 

The products under special export procedure shall be exported according to the Ukrainian 
legislation. 

Article 20. Taxation 

Enterprises with foreign investments shall pay taxes according to the Ukrainian legislation. 

Article 2 1. Rights of Intellectual Property 

Protection and execution of the intellectual property rights of enterprises with foreign 
investments shall be ensured according to the Ukrainian legislation. Enterprises with foreign 
investments shall independently make decisions on patenting (registration) abroad,of 
inventions, industrial specimens, trade marks and other objects of intellectual property, which 
belong to them, according to the Ukrainian legislation. 

Section V. Foreign Investments Based on Concession Agreements, Agreements (Contracts 
on Production Cooperation, Joint Production and Other Types of Joint 
Investment Activities 

Article 22. Concession Agreements 

The rights to develop renewable and nonrenewable natural resources, carry out economic 
activities connected with use of the state-owned objects which were not transferred to 

a enterprises, institutions, organizations into their fuI1 ownership or operative management shall 

. . . . 
be granted to foreign investors on the basis of concession agreements which the Cabinet of 

. . , . .... .... . Ministers or the authorized state body shall conclude with foreign investors according to the 
Ukrainian legislation. The validity term of the concession agreement shall be determined 
according to the concession character and conditions but shall not exceed 99 years. If 

. concession agreements include conditions not envisaged by Ukrainian legislation, they shall be 
?jljo 



approved by the Verchovna Rada of Ukraine. 

Article 23. Agreements (contracts) on Investment Activities 

Foreign Investors shall have the right to conclude agreements (contracts) on joint investment 
activities broduction cooperation, joint production, etc.), which are not connected with 
creation of a legal person, according to the Ukrainian legislation. 

Article 24. Regulation of Economic Activities under the Agreements (Contracts) 

Economic activities based on the agreements (contracts) under Article 23 of the Law shall be 
regulated according to the Ukrainian legislation. 

Parties to the agreements (contracts) shall carry out separate accounting and make reports on 
operations connected with execution of the provisions of the agreements (contracts), and open 
separate accounts in the bank institutions of Ukraine to make settlements under these 
agreements (contracts). 

The agreements (contracts) shall be registered within the terms and according to the 
procedure established by the Ukrainian Cabinet of Ministers. 

The property (except for the products for sale or personal needs), which foreign investors 
bring to Ukraine for not less than three years for making investments based on the registered 
agreements (contracts), shall be exempted from the customs duty according to the procedure 
envisaged by the second and third parts of Article 18 of the Law. In case of alienation of this 
property before the three-year period from the day of putting it into a balance sheet, the duty 
shall be paid according to the procedure envisaged by the fifth part of Article I8 of the Law. 

Profit from joint investment activities under agreements (contracts) are subject to taxation 
according to the Ukrainian legislation. 

Section VI. Foreign Investments in Special (Free) Economic Zones 

Article 25. Regulation of Foreign Investments in Special (Free) Economic Zones 

Specific features of foreign investment regulation in special (free) economic zones shall be 
established by the Ukrainian legislation on special (free) economic zones. Legal treatment of 
foreign investments, which is established in special (free) economic zones, cannot create 
conditions for investment and economic activities less favorable than those established by this 
Law. 

Section VII. Dispute Settlement 

Article 26. Dispute Settlement Procedure 

0 Disputes between foreign investors and the state on the state regulation of foreign investments 

-. . and activities of enterprises with foreign investments shall be handled in the Ukrainian courts 
.. 

I - unless otherwise stated in the international agreements of Ukraine. 
L 

All other disputes shall be handled in the Ukrainian courts andlor arbitration courts, or as 
. agreed by the parties in arbitration courts including those abroad. 



Article 27. Concluding Provisions 

To recognize validity of the following as expired: 

The Ukrainian Law "On Foreign Investments" (Vidomosti of the Verchovna Rada of Ukraine, 
1992, No.26, Article 357); 

Decree of the Ukrainian Cabinet of Ministers as of May 20, 1993, No.55-93 "On Foreign 
Investment Procedure7' (Vidomosti of the Verchovna Rada of Ukraine, 1993, No.28, Article 
302); 

The Ukrainian Law "On the State Program for Encouragement of Foreign Investment in 
Ukraine" (Vidomosti of the Supreme Rada of Ukraine, 1994, No.6, Mic le  28). 

L.Kuchma 
President of Ukraine 

Kiev 
March 19, 1996 
No.93196 - BP 



RESOLUTION 
of the Verkhovna Rada of Ukraine 

On the order of putting into force the Law of Ukraine 
"On foreign investment procedure7' 

The Verkhovna Rada of Ukraine decrees: 

1. Put into force the Law of Ukraine "On foreign investment pmcedure7'from the date of 
publication. 

2. The Cabinet of Ministers of Ukraine shall give consideration to the creation of the 
national agency for the promotion of foreign investments to Ukraine. 

3. The Cabinet of Ministers shall in a month's period: 

approve the order oE state registration of foreign investments; regisQation of 
agreements (contracts) on the joint activity with a foreign investor; determination of 
own production; drawing, discounting and paying of bills made out on importation of 
property to Ukraine as a foreign investor's contribution to the authorized fund of an 
enterprise with foreign investments, or under an agreement (contract) on the joint 
activity with a foreign investor; payment of import duties in case of alienation of the 
property which was imported to Ukraine as a foreign investor's contribution to the 
authorized fund of an enterprise with foreign investments, or under an agreement 
(contract) on the joint activity with a foreign investor; 

bring resolutions of the Verkhovna Rada of Ukraine into line with this Law as well as 
ensure revision and abolition by ministries, departments and other state executive 
power bodies of enactments which contradict this Law; 

submit for the consideration of the Verkhovna Rada of Ukraine proposals about 
bringing of Ukraine's enactments into line with this Law and introduction of 
alterations and amendments to the Law of Ukraine "On taxation system" in respect of 
retaining of guarantees for enterprises with qualified foreign investment in case of 
introduction of new taxes. 

4 The Cabinet of Ministers shall, in three month's period, work out and submit to the 
Verkhovna Rada of Ukraine draft enactments that result From this Law and Draft Law of 
Ukraine on according preferential treatment to investment and other economic activity for 
the realization of certain investment projects. 

5. Establish that in respect of foreign investment which had been actually contributed before 
this Law entered into force, the state guarantees shall be applied, on foreign investor's 
demand, which were envisaged by special Ukraine's legislation on foreign investment 

' ,  which was valid on the day when such investment was made. 

O.Moroz, 
Chairman of the Verkhovna Rada of Ukraine 

, . Kiev, March 19, 1996 No.94/96-BP 
.- 
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SHORT ANALYSIS 
of the Existing Ukrainian Legislation on Restructuring of LMonoindustrial Region of 

Slavutich City 

1. The existing compensation mechanisms when cutting off the labor force 

It was the first time when in 1991 the state through adoption of the law "On the Population 
Employment" officially recognized the notion of uner&loyment itself and made the first 
steps for regulating the issues connected with losing a working place by a citizen. Since then 
the state undertook substantial legal and material obligations before the residents of Ukraine 
on their employment, prevention of unemployment, compensations and guarantees in case of 
losing work. 

When dismissing the personnel of the Chemobyl Atomic Power Plant due to production 
restructuring, the state promises the following major guarantees to every dismissed worker: 

a) in case when within ten days he does not receive a suitable work offer, he will acquire a 
status of unemployed; 
b) during the following three months he will receive the unemployment benefit of 75% of his 
average salary and 50% more during the following six months but no more than the average 
salary in the relevant industry of the national economy; 
c) if he gets a job, at his new place of work for the whole period of professional out-plant 
retraining he will retain an average salary of the previous place of work; 
d) persons of age close to retirement who have the necessary total length of service 
established by the legislation (including privileges) will receive the right to retire one year 
and a half before the established term. 

In addition, the labor legislation (Clause 49-3, the Labor Safety Code of Ukraine) guarantees 
this category of workers the retention of their average salaries during looking for a job but no 
more than for three months from the day of dismissal including dismissal benefit payment. 
They shall pay the dismissed workers the monthly dismissal benefit and the retained average 
salary at the previous place of work. The continuous record of work shall be retained within 
three months. 

The persons of the first, second and third categories, who suffered from Chemobyl disaster, 
shall receive the dismissal benefit three times more than the average salary. When getting a 
new place of work, they shall receive their salary within the retraining period but no more 
than a year. 

The material help the unemployed from the government is time limited. They established 
three year total period with only twelve months paid. During the first year an unemployment 
benefit is to be paid for no more than six months, during the second year for no more than 
thee  months, and during the third year the remainder not used within the two previous years. 

The Ukrainian legislation established general compensation rates for dismissal. The 
legislation did not establish special rules to ensure compensation for separate categories of 
workers based on their occupation. They allocate money from Chernobyl only to those 
persons whom they recognized as  suffered from Chemobyl disaster. 



The listed types of ensuring employment of the population envisage a smooth process of 
labor force cutting off, and a social security mechanism is not intended for concentration of 
many dismissed workers in a narrow area. For mass dismissal of the workers of the 
Chernobyl Atomic Power Plant the government can offer only the above-mentioned 
compensation types with additional declarative guarantees of the employment and skill 
conversion rights. 

The existing legislation does not include enactments regulating the personnel transfer to 
sinilar kinds of industry, or its resettlement due to the industry restructuring. Now, the state 
only declared its readiness to develop measures on encouraging voluntary resettlement with 
allocation of relevant material and financial resources. It is not clear whether this option is 
possible for this case but the most favorable for Slavutich is the legislative provision, 
according to which the Cabinet of Ministers of Ukraine could determine the temtories where 
the state encourages the development of work places. A basis for determination of such 
temtory is the territory with a high level of unemployment. 

The legislation established that enterprises, organizations, institutions, which create on these 
territories their production entities, their *liates and additional places of work, should have 
privileges according to the procedure and provisions under the Ukrainian legislation and 
decisions of the local Councils of People Deputies. 

For the moment one might only make a suggestion about the size of the government 
responsibility for canceling the Chernobyl Plant operations. However, in case of adoption of 
the mentioned enactment on the status of Slavutich temtory, with certain granted privileges a 
real possibility might appear to create new production facilities and, consequently, new places 
of work. This will be an independent process with participation of various businesses 
encouraging creation of new places of work, and it wiIl not be dependent on government 
activities and its proposals. The obstacles to this process development are the 
unpredictability of the central authorities and instability of such "privileged" enactments. 

2. Industrial restructuring and municipal services 

The Law of Ukraine "On Local Councils of People Deputies and Regional Administrations" 
and the Presidential Decree "On Delegation of Powers of the State Executive Authorities to 
the Heads of Executive Committees of Village, Settlement and City Councils, and the 
Committees they head " are the basic legislative base that establishes a legal field of activity 
for local authorities. The mentioned norms do not implicate a notion of "rendering services" 
by local administrations. However, the normative enactments include certain powers in such 
spheres as planning and accounting, budget and fmances, management of the municipal 
property and local economy development, environment protection, construction, housing, 
municipal, trade services, transport, comrnunications, social services, public security, foreign 
economic activity, and powers delegated by the state. 

Responsibilities of local authorities before citizens and enterprises envisaged by the 

a Iegislation so that the responsibilities equal to the listed powers. According to the legislation, 
the city authorities shall bear responsibility for legitimacy and consequences of the adopted 
decisions. They also envisage court protection of the rights of citizens and legal persons. 



The damage caused by illegal actions of administrative bodies shall be covered at the expense 
of their own funds. 

The specific features of the status of Slavutich, Chemobyl disaster zone and the Chemobyl 
Plant itself are determined by the Ukrainian Law " On the Legal Regime of the Territory 
Suffered from Radioactive Pollution due to Chemobyl Disaster". These features depend on 
the territory status and include certain constrains for production and other kinds of activity. 
Also, the territory status determines the particular list of measures carrying out on this 
territory. The privileges exercised before on such territories were blocked up. 

In the disaster zone the permanent residency and activities aimed at manufacturing of goods, 
agricultural, forest and other activities are prohibited without special permission. 

In the zone of rigid radioactive control where Slavutich is attributed the construction of 
sanatoria, child camps, holiday houses, and construction of enterprises with harmhl effect on 
the population health and environment, any other activitydeteriorating the radioactive 
situation are prohibited. 

There is no administrative subordination between Slavutich and Chernigov regions. 
According to the territoriaI division Slavutich is under subordination of the Kiev regional 
state administration. The letter is the regional executive body and has the right to suspend the 
decisions of the city Council of People Deputies, the Head of the Council, executive 
committee until the decision of the issue by the court. The state administration has no right 
to interfere with execution of local adrninisaation powers. 

3. Legislation and economic activity 

Industry restructuring makes in necessary to restore to live a range of economic activity areas 
and sectors. Now, Legislative climate in Ukraine is not favorable enough for this process to 
develop. There is no particular legislative tool in the National legislation capable of affecting 
positively the development of the Slavutich district. The legislative basis has been in a 
formation stage. 388 enactments are planned to be adopted by the Verkhovna Rada in the first 
half of the year. This legislative process is under strong political pressure. Those acts which 
were adopted earlier are unstable and frequently revised. Many of them contradict each other 
and interfere with production relations development. 

One of the serious drawbacks to production development, not only in Slavutich, is large 
number of taxes, compulsory payments and their high rates. Currently, an Ukrainian tax- 
payer bears a burden of 36 types of taxes, compulsory fees and payments. Besides this, there 
are payments to special funds the number of which totals from 140 to 390 (Law and Business 
No. 18 of March 30,96). 

' Adoption of the Law of Ukraine "On some issues of currency regulation and taxation of 
entities of the "Syvash" experimental economic zone" of February 23, 1996 was the first real 
attempt to apply purely legislative tool to prompt the development of a separate region. For 
this purpose privileges were established for entrepreneurial entities which make investments 
within this zone. The scope of those privileges is rather narrow but allowing for economic 



situation in Ukraine they are of substantial importance in the entrepreneurial activity. As it 
flows from the Law, raw materials, equipment (except the goods subject to excise tax) 
imported to Ukraine for the needs of own production are not subject to customs duty and the 
VAT; on certain condition of investments in the "Syvash" zone, the profit tax wiIl be cut by 
50%.and earnings in hard currency are not subject to compulsory sale. 

Such law stands alone on the side of the current legislative process and not fits into the 
purposeful actions of the central bodies on the aboIition of existing privileges. %hen the 
government is feverishly looking for additional sources for the budget replenishment, there is 
no use in relying on a law like this to be adopted in respect to Slavutich. According to Article 
34 of the Law of Uktaine "On the Ukrainian budget system", power bodies' decisions which 
stipulate cut in budget revenues has to envisage sources for covering them. Taking into 
consideration this provision and above conditions for granting a status of high unemployment 
rate zone, it is possible to propose to the Cabinet of Ministers that an act about the status of 
Slavutich region should be adopted to prevent a threat of mass unemployment. For this 
purpose it is necessary to make the comparative calculations of future unemployment benefits 
and supposed financial results from the adoption of said act, cany out research in thls 
problem, with the participation of experts, and draw relevant conclusions about expediency of 
this act. 



Joint Working Group Background Paper: Communal 
Services in Slavutich 



ANNEX 

Annex paper for the communal assets 



Annex paper for the communal assets 

1. Introduction 

This section examines the infrastructure of the city, the provision of finance for the 
communal services and the plans for the City of Slavutich to take over the operation 
of the social assets now directly provided by CNPP. 

The city of Slavutich represents a case of a community almost entirely dependent 
on a monopolistic enterprise, the Chernobyl Nuclear Power Station. This city was 
created to serve the station and a majority of the working population is involved with 
the enterprise. 

On the other hand, the city has much in common with other communities in the 
world and in Ukraine experiencing the same kind of problems associated with 
closing enterprises associated with mono industrial communities. While each 
situation is unique, instructive models for addressing the social effects of 
restructuring can be found (British and German coal mining industries, closing 
military bases in the US, current process of restructuring the Ukrainian coal. sector). 
The distinctive peculiarity of Slavutich is the fact of its direct connection with the 
worst nuclear accident in the world. 

2. Backqround 

Slavutich is at present a 'city under enterprise', where the CNPP provides the basis 
for the social and economic infrastructure of the entire community. A significant 
proportion of the welfare services are provided by the enterprise (and not the City 
Authority). The workers at the enterprise , their families who live in Slavutich and 
other member of the community are directly dependent on CNPP not just for their 
income but for their housing, education and other services. 

The City authority at present provides a limited number of services under the 
supervision of the national ministries such as secondary education under the 
Ministry of Education and Militia under the Ministry of Internal affairs. The CNPP 
supplements these services by providing services of a higher standard than 
provided nationally (e.g. the provision of more Militia) and providing ex gratia 
payments to federal employees. 

3. Social assets 

The following services are provided by the CNPP directly or indirectly to the City: 

housing - construction, maintenance, management of free and subsidized 
housing. 

communal services - construction, maintenance and supply of water, electricity, 
heating and transport 

amenity services - road maintenance, street lighting 

health care - hospital, clinics, special medical kindergartens 

education - kindergartens, the school of Art 



commercial - food supply and service outlets . leisure and culture - specialized teachers, cultural center, stadium, sports centers 

Attached is a social responsibility map, detailing the ownership, responsibility for 
maintenance and finance of the social assets in Slavutich. 

Education 

Data presented by the city and the CNPP shows that there are 9 kindergartens, 5 of 
which have special profiles. Children under 7 years old attend these facilities 
regardless of their association with the plant. Management is provided by the CNP? 
and the city's department of edtjcation's. However, all financial responsibiiities are 
assigned to the CNPP including capital, construction, operation and maintenance 
expenditures. 983 people are employed by CNPP for the kindergartens which 
amounts for 37% of the total number of 'indirect' employees of the CNPP. 

The city has three secondary schools for children of 8 to 16 years old. The total 
capacity of each school is 1266 students, actual attendance is 4786 students for all 
three schools. The teaching staff consists of 276 people. Management of these 
facilities is provide by the Ministry of Education through the city's department of 
Education. Financing of the schools is provided through the local budget from the 
national budget and amounts to 62% of total expenses of the city for financing of 
the social and cultural activities. The Chernobyl fund because Slautich is in zone 4 
of the Chernobyl exclusion zone pays an additional 30% of basic salaries. Further, 
the CNPP pays a ex gratia payment of a variable sum depending on the monthly 
profits to raise the teaching staffs living standards equal to the rest of the population 
of the City. 

The city has specialized school of arts managed by the City's department of 
Education. The CNPP finances the school including salaries for teachers, necessary 
supply of materials, maintenance and operation expenditures. The school is owned 
by the station. 

Health care 

Although there is limited available data on the health care services, the information 
provided by the CNPP shows that there is a medical center at the station. It 
employees 89 people paid by the CNPP. There is over 300 medical personnel 
directly employed by the Ministry of Health. The medical center at the station 
provides services directly to the workers but medical facilitates in the city are 
available for the whole population of Slavutich through a hospital and a network of 
clinics. The station pay for communal services, maintenance, capital and minor 
repair works, as well as ex gratia payments for professional and support staff, and 
supply of medicines. It is assumed that part of health care expenditures are paid 
through the Chernobyl fund (taking into account the amount of liquidators in the 
region) or other extra budgetary sources. The portion of the city's budget for health 
care consists of 1.7% of its expenses for the social and cultural activities. The CNPP 
is the main contributor for health care. For in the Donbass region the expenditure on 
health amounts for 46% of total expenses. This means that almost half of the city's 
budget should go for health care. In the Kiev oblast they make up 85% of the Oblast 
budget.. 

Housinq 

The CNPP's housing is an integral part of the total housing stock of the city since 
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many of those not employed by the CNPP residents, live these apartments. 
According to the presented data there are 7238 apartment units, 432 single 
dwellings, a number of hostels (where 4000 persons live according to our 
estimates, or 20% of the adult population of the city). The total number of 
households is 8530. This housing is owned by CNPP except for 18% which is in 
registered as in private ownership. This did not involve purchase but registration. 
Payments for use of housing for units owned by the station as well as for those 
owned by the municipality are regulated at the national level as elsewhere in 
Ukraine. The same rates are applied to owners of private apartments and to 
tenants. Owners' charges for maintenance are identical to tenants' payments. 
These charges do not vary with the conditions of buildings, their locations or the 
costs of maintenance. 

Slavutich residents pay charges of 60% of the real costs for main communal 
services (electricity, water, sewerage, garbage disposal, gas etc.). According to 
Ukrainian law the Communal authority can not charge more than 1% of the 
minimum wage. The average cost recovery from the residents in other parts of 
Ukraine is 75 % of the costs of the communal services. Therefore there is a 15% 
indirect subsidy from the CNPP to all residents. This situation varies in the case of 
liquidators and evacuees. Private owners are not charged higher for the communal 
services so they indirectly get a subsidy for their property. 

All works on repairs of streets and highways, and maintenance of residential blocks 
are financed by the station, The station has a housing section with 73 employees, 4 
block housing departments with 455 employees plus other ancillary units of 
employees. All these people are paid by the CNPP as part of its direct labor force. 

Strateqic manaqernent services of the city 

Planning and management of communal services are the municipal responsibility 
and is carried out directly by the City authorities. The employees of the City 
administration are not paid any ex gratia payment by the CNPP. 

Leisure 

Facilities related to sports and leisure activities are a stadium, Slavutich TV and 
radio, the Center of culture and information. They are all financed directly by the 
CNPP. 

4. Finance 

There are three basic sources of finance for the provision of services to the 
population of the City of Slavutich. 

The City of Slavutich is historically dependent on the CNPP for provision of many 
of its basic services. The CNPP provides directly a number of services such as 
Kindergartens, road maintenance, housing and cultural activities. It provides 
capital to construct, budget to operate and maintain and supplies the direct 
labour. The CNPP states that it expends 41 MUSD per annum on the provision of 
these services. While 21 MUSD is for the provision of medical services, the 
breakdown of this amount is not known at present. 

The Central Government through the line ministries and the Kiev Oblast authority 
provide a number of services directly such as the provision of teachers for 
secondary schools by the Ministry of Education. 



The City Municipal Authority provides a number of services itself through the city 
budget such as law and order and social protection. The budgetary expenditure 
of the city in 1995 was 1.6 MUSD. 

Further: . International organisations, voluntary and governmental organisations provide 
limited amount of social protection support in the form of the UNESCO centre 
and provision of medical supplies. 
The Chernobyl Fund provides indirectly services to liquidators such as medical 
services and direct payments to the CNPP and to the City for the services to 
liquidators and to persons who live in zone 4 of the exclusion zone. 

Unitary budget system 

The budget for the city (direct and indirect) comes essentially from the natjonal 
budget. That is through the provision of finances for the various services from: 

the national budget thorough the provision of schools teachers in national 
programmes etc. 

the local taxation and income base in the form of taxation and income earned on 
the business state run and operated which is transferred to the oblast level. 

the national budget throughout he supply of services from the CNPP to the 
workers of the station and the city of Slavutich. That is that the needs are 
requested from the Goscomatom from the station as the ministry to which all the 
income is given from the sale of the electricity. 

CNPP budqet 

CNPP uses the Soviet accounting system with a few modification to comply with 
recent laws. In this accounting system, capital is not considered a cost. It is basically 
a subsidy donated by the state. Production costs are calculated as the sum of 
expenses for materials, energy, salaries and routine repairs. The profit margin is a 
percentage of the production costs, and the exact percent is negotiated with the 
state. The profit margin is used for many expenses which we would consider 
production costs: taxes, wages, and social infrastructure, such as worker housing, 
schools and hospitals. Profits are also spent on capital investment funds, and this is 
those resources that the enterprise can use for efficiency measures elsewhere. 
Profits are also spent on capital investment funds, and this is those resources that 
the enterprise can use for efficiency measures elsewhere. 

The bottom line of the state procurement system is that there are strong 
disincentives against any efficiency. In this particular case of the CNPP there should 
be some resistance to transfer social assets (what we show below). The lower the 
production costs, the less profit an enterprise earns. Thus, the more the enterprise 
spends on social assets and salaries to indirect workers in the social sphere, the 
more profits it receives. 

Financial year 1996 

The enterprise owned by the state. For 1995 the total revenue of the station was 
$224.3 ml, which includes both "profits" and production costs. The enterprise made 
a profit of 32.8 % thus far last year. According to submitted data the enterprise has 
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no debt, but because of the inadequate accounting system used in Ukraine, the 
debt does not show up in the enterprise's accounting balance. 

The "profit", as elsewhere in Ukraine, is used to cover some operating expenses. 
25% of the profit goes to pay profit taxes. Approximately 32.2% of it is used for 
maintenance, repair, and capital investments in Slavutich, and 40% for social 
purposes such as financing worker benefits, plus a portion of worker's salaries. 

Production costs are primarily due to fuel purchases and energy (49.7%), followed 
by materials, services and amortization costs (21.9%). Salaries account for 12.9% of 
production costs, what is extremely high comparing to other industries in Ukra~ne. 
For instance, in the metallurgical production labor makes up from 1% to 5% of 
production costs. 15.7% of the operating cost at the CNPP is directed to the sectof s 
budget (Goskomatom). 

Financial year 1997 

According to submitted data, the forecast revenue for the next year from the 
remained reactor #3 is 122.4 MUSD. Surprisingly, but the operating cost of the unit 
will increase by $3.0 ml comparing to the previous year. In 1995, the production cost 
included $33.2 ml for services and materials out of the total amount $153.3 ml. Out 
of this sum, totally $23.7 ml was provided to the city in forms of maintenance, repair 
and capital investments. As a matter of fact, the CNPP's accounting has included 
costs of materials for social services twice into their expenditures: first, into 
operating costs, and second, into expenses from the profit. 

If we calculate the cost of the materials and services provided to the city as a 
percentage of a portion of the operation costs spent on this, we come up with 
71.3%. This means, $23.7 mi provided to the city makes up 71.3% of $33.2 ml 
spent by the enterprise for materials and services as a portion of its operation costs. 

In 1997 the station is not going to pay for maintenance, repair and capital 
construction in the city. At the same time the operating cost is not going down. So, 
one can assume that 21.9 % of this sum is allocated for providing materials and 
services. The amount is $16.9 mi. 71.3% of this sum goes to the city and represents 
$12.05 mi. This amount should be put directly in the enterprise profit. 

Now , let's have a look at the profit. For 1997 the profit forecast is $31.4 rnl from 
which profit taxes make up $2.1 ml. This represents 6.7% of the balance profit. If, as 
a result of our stipulations, the profit of the station goes up by $12.05 ml, and 
accounts for $43.05 ml, the profit tax could be compound as ($43.05 ml ' 
6.7%)/100°/~ = $2.88 ml. the percentage of 6.7% should be negotiated with the state 
since, in essence, the profit does not increase. Structural changes in the operation 
cost may be a constructive approach. 

After subtracting the amount of the profit tax from the balance profit $43.05 ml, we 
would have the profit $40.17 ml. $29.3 ml the enterprise is still going to allocate for 
additional payments for worker and other residents of Slavutich such as federal 
employees. This amount represents $29.3 mi. So, the enterprise will still have 
$10.87 mi for providing social services. Moreover, we do not take indirect labor cost 
out of the operation cost. So, the workers at the maintenance department will be still 
paid by the station. The amount $10.87 ml could be directed to a planned transition 
fund of the city. Certainly, this sum is twice as low comparing with what the city had 
in previous years. These funds can be used for preliminary measures on lowering 
operating costs of housing (such as energy efficiency) before starting privatization of 



social services. 

The purpose of such rough calculations is to show that excluding the cost of 
materials and services ( we keep labor and materials costs separately) provided 
directly to the city from the operation cost, the CNPP is may be able to finance a 
portion (about 50%) of social services in the city. 

Finance of the Citv. 

As any local government in Ukraine, the city is responsible for providing communal 
services such as heating, water and sewerage, gas and electricity, transportation 
and housing. The local government and state enterprises provide education, health, 
and sanitation services. Since independence, the local government has also 
assumed an increasing role in providing the social safety net. 

Communal services are provided by municipal enterprises, which are 
unincorporated quasi autonomous units with separate budgets from the local 
government. Municipal enterprises providing services in the city include water and 
sewerage (Vodokanal), heating (Kommunenergo), garbage and sanitation 
(Spetstrans), and bus transport (Autotrans), and housing maintenance (Zhecks), 
although the city of Slavutich represents a unique case where almost all Zhecks are 
owned by the CNPP. Communal services are heavily subsidized. The rate of cost 
recovery for these services averages 12 percent. The city of Slavutich is subsidized 
primarily from the funds of the CNPP (95%). These subsidies exert considerable 
pressure on the local budget, encourage over consumption, and make the city 
totally dependable on the station well-being. 

The degree of subsidization varies among enterprises providing services. The 
largest subsidies appear to go to heating and hot water (20%). There is 
considerable cross-subsidization from enterprises to households. The responsibility 
for rate setting among the oblast, the city's government and its subordinate public 
utility enterprises varies. The local government regulates the rates to be charged to 
non-household users while household rates are controlled at the central 
government. The pricing of public services is complicated by the fact that all levels 
of government can give exemptions and preferential treatment to certain public 
utility customers without directly compensating the utility enterprise for the lost 
revenue. 

The City's Budset 

The city's government receives revenues from tax sharing and from transfers from 
the central government and from own-source revenues including local taxes, fees 
and charges. The budgetary system of the city, as elsewhere in Ukraine, distinguish 
between "fixed" and "regulating" revenues. 

Fixed revenues are assigned directly to the local government (100%) and include 
drivers' license fees, motor vehicle taxes , various fines (a fixed annual charge), 
payment for water used by industries, and tax on local enterprise profits. The city 
collects all of the company profit tax levied on locally owned enterprises. In 1995 the 
local government received company profit taxes from 12 main enterprises in the city. 
However, the share for the local budget is set at the national level. This tax has the 
same structure as the national corporate tax on state enterprises whose proceeds 
are shared equally by the central and oblast governments. 



Regulating taxes are all shared on a derivation basis, that is, according to the total 
collection in the city's jurisdiction. For the personal income tax, derivation relates to 
the place of work rather than residence. Regulating revenues include VAT (this is 
set at a uniform rate of 28%). In 1995 the city' government receives 10% of VAT 
collected in the area of its jurisdiction. The company profit tax is sat at flat rate of 
18% on both state enterprises and communal enterprises. This tax is levied on both 
profits (net income) and payroll. In 1995 the city's government received 10 of the 
company profit taxes collected in the city, 60% went to the oblast budget, the rest 
was assigned to the national budget. From excise taxes the city got 20°h, the rest 
went to the national budget, and the personal income taxes were broken down as 
follows: the central government 50%, the oblast budget 45%, and the city 5%. 

The total budget of the City is $1.6 mi provided as shares from the oblast's and the 
national budget. The expenses are broken down as follows: social protection - 
3.6%; health care - about 2%; law enforcement - 1.3%, communal services - 0.38%; 
education - 46%, salaries for administration of the City 9.7O/0, and cultural events 
and sports - 28.2%, the rest goes to other expenditures 

The city's government continues to be a major deliverer of social services, including 
health, education (46% of the local budget), and cultural and sport activities 
(28.2%). The CNPP provides major setvices in housing and amenity, and additional 
services are provided in housing, health, education, infrastructure, and culture. 

Health 

At this stage this is not clear whether the CNPP has established and funded a 
primary health care facility in the city, and supplies free medicine for it. This clinic 
provides health care for the entire population of the city. Health care expenditures 
from the local budget amount for $27.42 thousands or 1.7% from the total sum of 
$1.6 ml provided by the city. Besides this, additional payments are provided through 
the Chernobyl Fund for free medicine on prescriptions, dental care and measures 
on improving health. This amount makes up $189 thousands or 5.4 % of the total 
amount from the Chernobyl Fund. This figure is as almost seven times higher as the 
amount for health care from the local budget. 

In addition, the CNPP provides additional payments to doctors and medicine 
workers as a portion of their basic salaries, plus payments for medical equipment for 
the clinic and the hospital. 

Education 

Secondary schools in the city are under responsibility of the local department of 
education with overall supervision from the Ministry of Education. The CNPP pays 
extra salaries to the teachers and administration staff.. 

All kindergartens are financed by the CNPP, and the station pays for communal 
services, salaries to teachers, provides maintenance, capital construction, and 
minor repairs. All staff is on payroll of the CNPP . 

Concludins remarks 



There are two potential mechanisms for the continued funding of the present or a 
reduced level of service. 

First, in the long term, accessing alternative sources of finance in the national 
budget. The Presidential decree on restructuring states that the basic method of to 
be applied to diversiture of social assets is the transfer of the assets to local 
Government. The identity of the deliverer of the service will define to a great extent 
the capacity to access alternatives sources of direct finance. For instance, the 
oblast budget will not support kindergartens if they are owned and supported by 
CNPP. This alternative source of finance should accrue to the deliverer of the 
service. Therefore, the deliverer of the services has to be defined and the 
alternative sources of direct finance identified. 

Second, in the short term the funding of the costs of certain assets and services by 
an extra budgetary allocation. In that cost recovery through fees, privatization, tax 
base can only realistically be obtained after transfer and then only gradually the 
local city administration will need to be provided with financial support for the 
operation and maintenance of these assets. The source of this extra budgetary 
allocation will have to be developed by the national Government of Ukraine in 
conjunction with the City Authority. 

5. Transfer of CNPP Assets 

The City is at present preparing a plan to transfer some or all of the social services 
to the City authority from CNPP. This is in response to the uncertainty over the 
provision in the future of these services by CNPP, as well as in fulfillment of the 
Government of Ukraine's policy to transfer social assets from enterprises to the 
appropriate organization. The type of service to be transferred and the source of 
funding have still to be defined. 

Assets as ~roper ty  

Once the allocation of services has been agreed, on needs to consider who will own 
the asset which provides this service. For instance the kindergarten school building. 

There are a number of separate issues 

who owns what at present, what rights are given to whom 
who should own what taking into account who will operate it 
the short term distribution of the property during the transition period 
the allocation of the resources received from the privatisation of state property 
Management of the services in the local government arena 

Once a new distribution of functions has been agreed new management 
mechanisms must be put in place. Some capacity to management twill already be 
present others will not. 

For centralised functions such as the provision of education the Ministries will 
mange the services through local departments in the authority. Slavutich 
already has these so- they will net need to be created just strengthened. 
The functions newly defined as for local Government will have to be managed. 
This will necessitate an expanded local government bureaucracy and a 
strengthening of the management capacity in the town hall. 

The workforce 



The CNPP manages and delivers a majority of the services for the City through a 
large directly employed workforce. The City council and administration employ only 
5% of the service personnel which totals 5589 persons. This means that about 45% 
of employees are not related directly to the production activities. Kindergartens and 
housing, if there is a direct transfer to the city of the personnel as well as the assets, 
can be absorbed fairly readily into the City structure, provided that a stable sources 
of finance is identified. The City would need strengthening of its the managerial 
capacity to operate the social assets now operated by the CNPP directly. 

The workers and their families are not the only ones to benefit from the services. 
The entire population of Slavutich as access to these services for little or no 
payment or fee. The supply of these welfare services to the population of Slavutich 
causes a considerable amount of confusion as to who is responsible for the and 
benefits from these services. CNPP understand the provision of these services as 
part of the work contract and yet at the same time a charitable gift to its loyal 
workforce. These are essentially free gifts to the non CNPP population and a 
supplement to the normal salary of the CNPP staff. 

Mechanisms of Transfer 

For different kinds of social assets there could be suggested various mechanisms 
and recommendation on transferring them to the municipality. In the attached table 
there are some possibilities for the services in Slavutich. This table does not attempt 
to provide a complete list of possibilities but seeks to indicate a number of options to 
be considered to facility the learning from pilot projects as the transfer progresses. 

Ideas - 
Unlike the situation with housing the current privatization program in Ukraine does 
not assume any steps towards privatization of kindergartens. In this case, given a 
gradual process of transferring, we could suggest to start from those kindergartens 
which have special profiles. Two of them have general health care type, other three 
are for children with speech deficiency, bronchi and pulmonary diseases and for 
disabled children. In our view, all of them can directly transferred to the Ministry of 
Health for its full financial responsibilities. For the short run, for the reasons of 
easing a financial burden for the National budget, some expenditures can be paid 
by international health organizations such as WHO (which has an office in the city), 
the Red Cross, and also the Chernobyl Children Fund (USA). 

Before transferring other kindergartens to the municipality, there should be 
estimated the operating costs of those facilities, and recommendation on 
rationalization of operation (meaning measures to lower the operating costs) should 
be developed. By now, we do not know how many places are in the kindergartens, 
what is their capacity and actual attendance. 

One of the kindergartens of a general type of specialization can be suggested to 
turn into a sanitarium for providing health services to the public for fees. 

Regarding secondary schools in the city, there could be proposed that extra salaries 
for teachers will be still provided by the CNPP since the enterprise will not be closed 
immediately. For the long run, all financial responsibilities should be taken by the 
Ministry of education. 

The most complicated question is the provision of housing stock with maintenance 
sewices. There is obvious that almost all apartments should be privatized and the 
residents should pay for the costs of services provided. State enterprises (the CNPP 



is not an exception) currently receive tax credits and exemptions that largely offset 
the operating costs for housing. These tax breaks come at the expense of tax 
revenues, primarily at the local level. Generally, the station is allowed to take a 
direct credit tax for expenditures on housing and other social assets in an amount 
up to 1.5% of its turnover. This tax credit comes entirely at the expense of local tax 
revenues. Additional tax deductions are available when calculating the enterprise's 
profit tax liability, revenues from which are split between the federal and oblast's 
levels. Thus the divestiture process will have the effect of raising local budgetary 
expenditures of the city, even it will be partly offset by increases in its tax revenues. 
Although the effect on average net cost to the local government of the divestiture 
process will be approximately on the order of only 3-5% of current total local 
budgetary expenditures. 

The costliest part of expenditures for communal services is energy prices. Operating 
costs are largely driven by utility costs, and housing sector in the city (as well as 
everywhere in Ukraine) is several times as energy-intensive as in Europe and the 
US. At the time being, when the station runs housing in the city, there could be 
proposed to cover expenditures for repairing leaks, adding insulation, and installing 
simple pumps and other devices improving energy efficiency for residential sector. 
Within buildings, the installation of radiator shunts and valves, weatherproofing of 
windows, and adding of insulation in ceilings are all investments with very rapid 
payback periods. On the other hand, for such a big enterprise as the CNPP is, these 
expenditures do not represent a big problem. Thus, we could initially reduce the 
operating cost before starting the process of privatization. 

Another consideration regarding privatization of the maintenance department is a 
special status of enterprises run by liquidators for providing sewices to liquidators 
and evacuees. Such private enterprises have some tax breaks as well as interest 
free loans for up-front investments. 

One more option for reducing the operating cost is creation communal cooperatives 
by private owners. Such cooperatives will provide buildings maintenance at lower 
rates than if these services were paid by the owners. 

Attention to physical maintenance must increase if the serious deterioration of the 
housing stock is to be reserved. Preliminary activities and studies can be proposed 
on privatization of a part of the station's maintenance department (initial results on 
this in Russia were quite positive). Thus we can start the process of creating 
competitive markets for maintenance. Private housing maintenance organizations 
are able to a much higher level of services for the same or lower cost as 
government units, especially when they operate in the competitive environment. 
Because of the backlog of maintenance required, there is probably little scope of 
reducing expenditures on physical maintenance, but a competitive private market in 
maintenance services would at least help improve conditions at the current (or 
slightly higher) level of expenditures. 

6. Recommendations 

The apparent uncertainty concerning CNPP's ability to support the communal and 
social services requires that measures are taken to address this situation 
immediately. 

To prepare a plan for the City of Slavutich within the immediate period 
detailing and agreeing future sources of income and priority expenditures for 
the city in  agreement with all Central Government bodies. 
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Given the fact that payments for communal services are partly included into 
operating costs of the station, start to work with the CNPP's accounting 
department to take measures on excluding expenditures for materials and 
services used for providing housing maintenance, capital construction, and 
minor repairs in the city. 
start negotiations with State Tax lnspectorate on imposing the same rate of 
profit taxes for the CNPP for a transition period despite an increased profit. 
The purpose of this recommendation is to demonstrate that excluding the cost 
of materials and services, provided directly to the city, from the operation cost 
of the station, the CNPP would still be able to finance a portion (about 50%) of 
social services in the city. 
deposit released extra funds into a Transition Fund for financing efficiency 
measures which could lower the operating cost of housing before starting a 
program on privatization 

The city to develop a of a feasibility study and plan to effectively transfer of 
the social assets agreed by the CNPP, central Government and the City 
authorities. 

Assistance to the City authority and CNPP department of Communal services 
to develop a mechanisms for effective transfer. 



Transfer of social asstes 

The social assets 

kindergartens 

Secondary Schools 

The school of arts 

Clinics 
Hospitals 

Housing 

ownership of the asset 
at present 

Goskomstom 

Ministry of Education 

Ministry of Health 

transfer options 

public 
administration. 
private operators, 
NGOs, voluntary 
organizations, self 
management 
provide ex gratia 
payment to 
teachers from the 
private sector 

private sponsors, 
NGOs, the City 
Council 

NGOs, private 
conventioned 
centers, 
volunteers, public 
administration 

I CNPP l CNPP 

manage 
ment of service 
at present 
CNPP 

local department 
of education, 
Ministry of 
Education 

Local 
department of 
Culture 

local department 
of health, and 

Ministry of 
Health 

CNPP and 30 % 

financing of service at 
present 

CNPP both capital 
operation, salaries, 
and maintenance 

Ministry of Education 
(capital and operation 
and maintenance), 
extra salaries from 
the CNPP. 
local department of 
culture and the 
national budget. The 
CNPP provides extra 
salaries to teachers 
Ministry of Health, 
and extra salaries are 
provided by the 
CNPP 

public agencies, 

I I and houses I adminstration 

privatised apartments local 



private, NGOs, 
consortia, family 
business 
the City Council 

joint stock 
company with 
share of the City 
Council 
private operators, 
publiclprivate 
consortia, 
cooperatives 
rationalization of 
operation 

Centre of Culture and information, 
within this Center, Slavutich TV and 

radio 
Transportation department at the 

CNPP, and the local department of 
transport 

Communal utilities 

Legal and saving bank services 

CNPP 

mixed ownership (state 
and private) 

Ministry of Communal 
Services 

private and state 
sectors 

CNPP 

local 
government, 
and CNPP 

local 
government 

private sector, 
and local 
department of 
finance 

CNPP 

local government, 
and CNPP 

a minor part from the 
local budget, mainly 
by the CNPP 

private sector and the 
state 



Annex 1 

Responsibilitv mappina for the City of Slavutich 

manage 
ment of 
service 

financing of 
service 

TY pe of 
service 
provided 

Location and 
details 

ownership of 
asset 

specific type 
of Service 
provided 

Education 

clients 
group or 
individuals 

Persons 
employed 
and 
employer 

pre-school 
(kindergarte 
n) 

Secondary 
School 

Specialist 

9 

3 

school of 
arts 

CNPP both 
capital 
operation, 
salaries, and 
maintenance 

Ministry of 
Education ( 
capital and 
operation 
and 
maintenance 
I* extra 
salaries from 
the CNPP. 
local 
department 
of culture 
and the 

5 
specialised 
medical 
kindergarten 
s for children 
with special 
needs 
< age 7 
school age 
children 8 to 
17 years 

tertiary 
education 

Slavutich 

local 
department 
of education, 
Department 
of Ministry 
Education 

Local 
department 
of Culture 

Goskomsto 
m 

Ministry of 
Education 
' 

983 CNPP 
staff 
(37 % of the 
group 
employed 
indirectly by 
CNPP) 

276 
teachers 
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department 
1,2,3,4,is 
455 persons 

41 1 
indirectly 
employed by 
CNPP 

1163 
persons 
employed in 
associated 
company 

280 

CNPP 

mixed 
ownership 
(state and 
private) 

Ministry of 

CNPP 

local 
government, 
and CNPP 

a minor part 

I 

CNPP 

local 
government, 
and CNPP 

local 

Planning and 

population of 
Slavutich 

CNPP's 
workers, and 
population of 
Slavutich 

total 
utilities 

2. No of 
households 
8530 
3. 30% of 
private 
owned. 

1 

1 

Joint-stock 
company 
"ATAS" 
located in 
Slavutich 

Slavutich 

Sports and 
Leisure 

Transport 

Strategic 

I I I 

Sports 
stadium 

Centre of 
Culture and 
information, 
within this 
Center, 
Slavutich TV 
and radio 
Transportati 
on 
department 
at the 
CNPP, and 
the local 
department 
of transport 
communal 

population of government I the Communal 

management Slavutich 1 budget. I Services I 1 1 



mainly by 
the CNPP 

private 
sector and 
the state 

City 

CNPP 

CNPP 

of communal 
services 
sanitation, 
sewage 
electricity, ) 
Enterprise 
support 
services 

Protective 
services (law 
and order) 
Registration 
and licencing 

Facility 
service 
Amenity 
service 

legal and 
saving bank 
services 

militia police 

Buiness,con 
sumer, shop 
etc 
gas, water, 
heating 
roads 
street 
lighting 

private 
sector, and 
local 
department 
of finance 

City 

CNPP 

CNPP and 
City 

3 
commercial 
banks and 1 
state bank 

Slavutich 

Slavutich 

private and 
state sectors 

CNPP 

CNPP 

and CNPP 
workers 

population of 
Slavutich 

Population, 
business 

Population 

population 

280 
(percentage 
of this) 



Membership of Coordinating Committee for Realization of Joint-EU-Ukraine-US 

a Project on the Social Development of the City of Slavutich 

I .  Demidiouk Boris Martynovich 
Deputy Chairman of the Goskomatom 
tel. 462-57-97 Chairman of the Coordinating 

Committee 

2. Pryimachenko Mykola lvanovych 
Deputy Chairman of Kiev State 
Oblast Administration 

3. Parashin Sergiy Kostantinovich 
General Manager of 
Production Association 
"Chornobyl Nuclear Power Station" 

4. Udonvychenko Volodymyr Petrovych 
Chairman of Slavutich Town Council of 
People's Deputies 

5. Vegera Svitlana Anatoliivna 

(1 Deputy Minister on 
Social Security of Ukrainian 
Population 

6. Michael Humphreys 
Director of European TACIS Program 
for Ukraine 

7. David Sprague 
Deputy Director of USAlD Mission in Ukraine, 
Belorus and Moldova 

Deputy Chairman of the 
Coordinating Committee 

Deputy Chairman of the Coordinating 
Committee 



Appendix 16. 

Membership of Joint Working Group - Goskomatom 



Head of the Department on Social Security of Persons 
who suffered from the Chornobyl Disaster 
Ministry of Social Security of Ukraine 

7. Tretiak Yulia Petrivna 
Chief Specialist of the Department 
on Social Security 
of the Cabinet of Ministers of Ukraine 

8. Hodko Volodymyr lvanovych 
Director of Slavutich Employment Center 
Tel: (04479) 2 08 06 

9. Polyvoda Oleksiy Kostiantynovich 
Head of the Department 
of Goskomatom 
tel: 294 48 08 

10. Prokopenko Ivan Oleksandrovych 
Head of the Department 
of Goskomatom 
tel: 294 48 58 

11. Klymenko Gennadiy Oleksiovych 
Chief Consultant of Commission 
of Supreme Council of Ukraine 
on Problems of Economic Policy 
tel: 291 60 53 

12. Proskura Mykola lvanovych 
Deputy Chief of Department 
for Technical Supervision 
of the Works on Liquidation 
of Cernobyl Disaster Consequenses 
tel: (293) 5 11 52 

13. Opaliova lryna 
Head of the Department 
on Economic and Social Development 
of Slavutich Town Production Complex 



a Membership of Joint Working Group for Realization of Joint EU-Ukraine-US 
Project on the Social Development of the City of Slavutich 

1. Gavrilin Vladyslav Vasyliovych 
Deputy General Manager of 
Production Association 
"Chornobyl Nuclear Power Station" 

2. Gotsdiner Mark Naumovych 
Deputy Chairman of Slavutich 
Town Council of People's Deputies 

Chairman of the Group 

Deputy Chairman of the Group 

3. Roger Short 
Chief Consultant/ Project Coordinator, 
European Union 

4. Bernard Kelly 
Deputy Project Coordinator, 
USA 

Members of the Group: 

(' 
I. Boguta Victor Kuzmych 
Director of Kiev Oblast Employment Center 

2. Pysarenko Anatoliy Arkadiovych 
Deputy Chairman of Standing Commission 
of Supreme Council of Ukraine 
on economic policy problems 

3. Andrioushchenko Anatoliy lvanovych 
Chief of the Department of 
Kiev State Oblast Administration 

4. Kozytskyi Oleksander Oleksanrovych 
Deputy Chief of the Regional Policy Department 
of the Ministry of Economy of Ukraine 

5. Lakomov Volodymyr lvanovych 
Deputy Chairman of the Agency for Coordination of 
International Technical Assistance 

6. Timoshenko Galina lvanivna 





A H ~ ~ T I H ~  TPYAOB~KX PeCypCOB %BC - IlpOeKTbI EC TACMC no 
pa3BMTW cqx6b1 3~HRTOCTM. 

O n e ~  o  pa,mionormec~or'i c m - y a m  B r. Cnasy~m. WBC.  



~ O K Y M ~ H T  COCTOHT H 3  T p e X  OCHOBHblX ~ a c ~ e f i :  

S a c ~ b  3: Ormcame OCHOBH~IX nonoxeK13ji ~ ~ O M ~ ) K Y T O Y H O ~ O  n n r a ~ a  
HeficmYdr (IAP), p e K o M e m a m ,  anpecosam-me c o m m b ~ h ~ ~  

nOCAe~CTBPW?vl B Y e p H o 6 b m e  H cJla~)TPi?Ie B KOHTeKCTe M e ~ o p a ~ ~ y ~ a  
"6ommoii c e ~ e p 1 c 7 . f ' '  H Y K P ~ E M ~ I  0 3aKPbITI.M W 3 C .  



C anpem 1986rona, Korna npo~i3orrma asapm Ha 4 -6no~e  qA3C, cyluec~n~ym~ 
pacTyruMe o n a c e m  Mexqwapomoro Coo6ruec~sa o B O ~ ~ ~ O ~ O C T M  npyrofi 
aBapHI4 Ha PeaKTOpaX TMna PEIMK, HaXOEXUJJXCFI KaK B YKpaPIHe, TaK I? B 

ApyrIlx MeCTaX 61,mrnero C O B ~ T C K O ~ O  C0m3a. %43C CTULa @OKYCOM ~IIIPOBOG 
TpeBortx, XOTR M ~ B ~ C T H O ,  STO ApyrHe cepbe3m1e, HO Memume no  ~acrrrra6ahf 
K I - ~ J L I T A ~ H T ~ I ,  C ~ ~ W C ~  B ,qpyrm MecTax. B n o c n e m e  ~ O D I  n p m e m a  K ce6e 
s m a m e  B O ~ M O X H O C T ~  ~ m ~ e i i Y r e r o  pamoaKTmHoro s a r p x 3 ~ e m ,  KoTopoe 
MOXeT IIPoH~oGTH B pe3yJIbTaTe Cepbe3IXbLX O I L M ~ O K  B K O H C T p m  
MaccmHoro c a p ~ o a a r a ,  nocTpoeHHoro ~ o ~ p y r  q e ~ ~ e p ~ o r - o  6 n o ~ a  W 9 C  cpa3y 
nocrre a s a p m  B 1986 row. B nocr reme rom1 n p o 6 n e ~ a  m e p ~ o f i  
6e30nac~ocm B u e n o ~  M c w r y a m  B qep~o6bwe,  6 b m ~  npemeTo;cr 
nosbnrremxoro mTepeca cpem c?paH G-7 , nocne Yero n o c n e n o s m  
~ e s a ~ e m ~ e m m ~ e  neperoBopb1 Memy npasEiTemc-rBoM YK~~E. ;DH~I  H c-rpaHam 
G-7, npmemrrzle K npemomemami nocpomo 3 a ~ p b m  c ~ a ~ ~ 3 ? 1 0  K 2000 ram. 

20 nerca6psr 1995 rona 6bm0 AOCTMTH~TO cornamerne B O T T ~ B ~  M e w  
llpaBIlTeJlbCTBOh4 Y K ~ ~ E I H ~ I  M npaBkITeJBCTsahlr? CTpaH G-7, a Tame 
K O ~ L P I C C E I ~ ~ ~  Esporreficrn CTpaH 0 3aKpbITMH %3C K 2000 row.  B 3TOhi 

COTJIaUICHZ?74 IIOlPICPKKBWIOCb, YTO L[OCPO¶HOe 3aKPbITEIe %3C ~ Y A ~ T  I.IMeTb 
HeraTImmIe ~ K O H O M E I Y ~ C K E I ~  EI c o m m m I e  nocnencmm am Y~pam-m, a 
?.aIorte 6 ~ m a  0 6 c 3 ~ a ~ e ~ a  Bceoxsanmamrum nporpaMMa m n o m e p m  
3aKPblTIW %BC. B Y C J I O B W  COrflaILIeHWI ~ U Y I O  OIYlBOFEHO, YTO 

Esponer'icme KO~MMZICCEM M C o e m e ~ m ~ e  ILIT~T~I  6 y w  nohoran 
n p a ~ m e m c ~ y  Y~pa-I B pa3pa60r~e n n a ~ a  neficm6i n o  c o r n t l m m ~ h ~  
nocrrencmwai 3 a ~ p b 1 ~ m  AO 2000 rona. I I p e p ~ m  H ~ O ~ X O ~ ~ ~ Y ~ O C T ~  

nocTEixemm c o r n a m e m  o MeTomme ~eficm&i, npencTaBmem 
E~pone f i c~oro  c o m a  EI CIIIA nonroTosm T e m e c ~ o e  3aname (TOR), B 

~ o ~ o p o ~ i  0 6 0 3 ~ a r e ~ a  cxebia nefic~sYdi nrrrr noMorrrl? I ~ ~ ~ B M T ~ ~ C T B Y  Y K ~ ~ E I H ~ I  
B nomoToBKe n n a ~ a  ,L(eiircmIiii. B om6pe 1995, T e m e c ~ o e  s a n a ~ e  (TOR) 
6bm0 nepenaHo l l p a s ~ n e m c ~ ~ y  Y ~ p a r w b ~  B s m e  npoema z r m  paccMorpeHlvi 1.1 
KomiemapEieB. 3 1 Masl 1996, T e m r ~ e c ~ o e  3aname 6bmo O A O ~ ~ ~ H O  

~ O C K O ~ ~ ~ T O ? ~ ~ O M  n0.A 3 r a 0 f i  ~ P ~ ~ H A ~ H T C K O ~ ~  KOM71CCkI n0 K O L W ~ K C H O X ~  

pememm n p o 6 n e ~  %BC (npmoxeHlvi 1,2,3). 

1.A TEXHIFECKOE 3A&4HKE (TOR) 



B anpene 1996 r. Ha c a m T e  "60nbmofi c e ~ e p m "  no m e p ~ o j i  ~ ~ ~ O ~ ~ C H O C T M  

B MOCKB~ npe3HJt.e~~ K y y ~ a  BHOBb nOATBePJIWl 0 6 2 3 a ~ e J I b ~ ~ ~ a  YKpaZfHCKOTO 

IIpaBMTeJIbCTBa no COrJIaILIeHEno ' L 6 ~ J I b ~ ~ g  C ~ M ~ ~ K E I "  B 1995 r. OH B3IJI 

O ~ ~ ~ ~ T ~ J I ~ C T B O  BbIBeCTH 1-I% 6n0K %3C Ei3 3KCrLilyaT~IDDi K KOHLIy 1996 r. 
 TO 3ZlRB.lleHMe G ~ L T I O  B llOC.JIeACTBIlIl IIOBTOpeHO M ~ ~ C T ~ O M  o K p ~ > ~ a I O ~ e f i  
cpemI r-HOM K).KOCT~HKO ~a Bc-rpeYe 3a Kpymbm C T O ~ O M  B K j i e~e  22 
anpem 1996 r. 

Ha BcTpeYe Pa6osefi rp-I E C - Y K ~ ~ ~ I - C I I I A  6 M ~ R  1996 r. 6 ~ m a  
npencTameHa H ~ O ( ~ ) E I U E I ~ ~ H ~  m @ o p ~ a w  o TOM, YTO ecnki nepe3arpy3~a 1- 
ro peanopa  He 6 y n e ~  0 6 e c n e ~ e ~ a  T O ~ E I B O M  B 6 m a b e ~  Gyayure~,  
CyUeCTByeT BepOriTHOCTb TOrO, YTO B03MOXHO ~ J I O K  6 y ~ e T  OCTBHOBXCH 25 
>norm 1996 r. n p ~ m m m  BO s m a m e  n p ~ 6 m e m e  c p o ~ o ~  3 a ~ p b 1 ~ m  

CTZU3LLKH, COBMeCTHaR pa6or'w rpy'lllla l7epeOpkieHTMpOBZUIaCb Ha pa3BEITMe 

npo~e>rcylomoro rmaaa, K O T O ~ ~ G I  CoorBeTcTBoBm 6b1 c n o m r u e j i c ~  

CHlyaIIKIi. ~ ~ ~ B o H ~ Y U L ~ H ~ &  lXlBH AOiDKeH ~ ~ I J I  pa3pa6aTbIBaTbc9 nncI 

~0,IKOTOBKEI M C P O ~ T P K ~ I ~ I ,  KOTOPbIe lTPOBOmCb 6b1 B TeYeHMe HeCKOnbKkIX 

JICT, HO CJIOXKBILImC9 CITXpI..@i% ~ p e 6 y e ~  TOrO, Y~06b1 pa6o~m rpym;a 
COCpeAoTOYEuTa BHEiMaHEie Ha ~ P O M ~ ) ~ C Y T O Y H O M  lTIaHe C UeJIbIO ~ @ @ ~ K T E I B H O  

I T O B ~ ~  ~a ncmonomecKoe c o c T o m e  pa60mkiK0~ W 3 C  13 H a c e n e m  
C A ~ B ~ T E I Y ~ ,  H BO3MOXHOCTb ITOTepM rOpOAOM @ E M ~ H C O B O ~ ~  IIOiLnepXK?i. B 
CBR3M C 3TkIiv; H ~ O ~ X O P M M O  CKOHUeHTPEIPOBaTbCS Ha BOnPOCaX 6e30nac~ocm 

BO BpehlB AOCpOPHOrO 3aKpbITKR w 3 C .  Moxer n0Tpe60BaTb~R 

LLOlTOJITLH11Te.TbH2Ul C ~ P T E I @ M X ~ W  ~ ~ ~ O I I ~ C H O C T E I .  

C y r u e c ~ s e ~ ~ a r r  p a 6 o ~ a  6bma nposeneHa am onpeneneHrm c~mec~nymruefi 

C O ~ ~ X J I ~ H O - ~ K O H O ~ ~ ~ U ~ C K O I ' I  CM?yam Ha MeCTHOM YPOBHe. H ~ Y M H ~  C 

n e ~ a 6 p ~  1995 r. 6bU0 nposeneHo HecKonbKo C e m a p o B  B Cna~y-rme 1.i b e ~ e  
mrr AocTrMceHzlrr cornaruemni no zra?po~o,~y cneKTpy Bonpocog, ~ m m ~ a r i  

npouecc c6opa A a m x x .  P~KOBOACTBO %3C H C n a s m a ,  Hapmy c crry>rt6or'i 

3aHRTOCTI? EC TACkiC M C O T p y ~ a h O i  K)HECKO, YYaCTBOBMM B c6ope 
naHHbLy. I l a @ o p ~ i a m  no namsm h.ieponpmTm1 6bma npencTameHa H a  

ceraixape E r.Cna~y-rme B Haqane ~ m .  

Ejbmo onpeneneHo, YTO 6y~leT co6paaa nonHcm m @ o p ~ a r r w r  orHocmenbHo 

x-krrenefi r. C n a s y m ,  noTeHmcuIe pa6o~efi  cmbr %3C,  C y l ~ e c ~ ~ y m ~ u e f i  

rreno~oG ~ K T ~ H O C T M  B pemoHe, 610mely ki Q m a a c a ~  ropona, a T a m e  
hfeXaHZI3hI3X IIpeAOCTaBiIeH7ilFf COUElaTIbBTX YCJJJT >KEITCJI.!&M rOpOAa. B XOAe 

cebnmapoE no aamar BonpocaM, pa6osm rpyma  T a m e  03~a~oaarnacb c 
5 



C ~ e C T B y ~ L L C I t M  3aKOHOAaTeJIbCTBOM OTHOCkiTenbHO pa3BMTMFI KOhlhfePYeCKJIX: 

npennprm~Ynui B Y ~ p a m e  B m a H e  n p m e H e m  ero K perr1oHy r. Cnasy-rm. 

K p o h i e  T o r o  G~IJIH npoBeaeHmr n e p e r o B o p b 1  c ~ ~ K O B O A C T B O M  Mex,ayI-rapomoro 
HayYHO-PiCClleAOBaTeJIbCKOI'O UeHTPa,  KOTOP~& 6 y a e ~  OCHOBaH B C J I ~ B ~ T I ~ Y ~ ,  a 
T a m e  neneramrefi EC TACMC ~1 a r e H c T B o M  ~ e m e c ~ o i i  noMoruEI  CLUA c 
UeJIbIo p ~ ~ l 3 a r r ; E n l  ~ I o T ~ H I I J ~ Z U I ~ H O ~ ~  ~ K O H O M ~ C K O ~  JIeXTeJIbHOCTM, KOTOpaR 

h.fOXeT 6 b 1 ~ b  OCmeCTBJ leHa  COTJIBCHO IIJIaHaM 3TIlX o ~ T ~ K M ~ ~ w ? ,  B TOM YZlCIIe 

IIO npOeKTah,i,  KOTOPbIe M . O v  XBkiTbCR pe3YIIbTaTOM E;3)TMX EMMUEiaTEiB B CB.43H 

c ~ ~ e p r e ~ m e c m ~  n p o e K T a m  c o r n a c H o  MOB M e w  " 6 o n b u r o f i  c e ~ e p ~ o F i ~  

1.1 Y~parmoii. 



2 . k  lCIPOI;JIER/IO;I ¶EJIOBEZZECKMX PECYPCOB. 

CBR3b COLMZUBHOrO BOIlpOCa C Ap~kIMEI 0CHOBHbIh.M KOhflTOHeHTilMEI 
M e ~ o p a ~ c q % i a  0 B 3 i l H M O I I O ~ ~ H Z I M  (MOB), B raCTHOCTM 
~ a r m a m p o ~ a m m ?  ~eCic?.smmki, CBR~~-m c 0 6 p a m e m e ~  c O T X O A ~ ~ ~ ,  

(pa30fi OcTaHoBm, npoeIcram, KacamxmmmccI 3 3 ~ e p r o 6 n o ~ a ,  r? 
3 ~ e p r o c 6 e p e x e m ;  

oGy9eme M nepenomoToBKa, c s ~ 3 a m 1 e  c ~ p y n a m  KomoHeHTam MOB; 

q e p ~ 0 6 b L J I b ~ K ~  ZLTOMHWI 3JIeKTPOCT2MLQi5l ( W S C )  nPOM3BOJJiT 
a n e ~ ~ p o a ~ e p r m  c 1977 r. M e m y  1977 r. I? anpenehf 1986 r. 4 peaKTopa 
%3C n p o ~ 1 3 ~ e n ~  oKono 150 binpa. KBT/ZI 3 n e ~ ~ p o 3 ~ e p r m .  nocne a sapm,  c 
O K T X ~ ~ R  1986 r. no 1995 r., U 3 C  npoa3sena oKono 127 hinpn. KBT/Y 
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aneha-poaHeprmi, nprr TOM, s ~ o  4 6 n o ~ ,  a c O K T S ~ ~ R  1991 r. EI 2 6 n o ~  He 
pa6oranri. 3a npombIe row1 (1993-1995 r-r.) W B C  B cpemreM npoa3nozma 

oKono 11 mpn. KBT/Y 3 n e ~ ~ p 0 3 ~ e p r 1 m  B ron. 

@ ~ K T M ~ ~ C K E I  u 3 C  BbmOnHReT MHO~O@YHKII.HOHNI~H~I~ POJIb CO BpehieHEl 

aBapIU.1 Ha 4 6no~e .   OH^ SLB.MeTCSI IlpOki3BOmtlTeJIeM 3neKTpO3Heprm B COCTaBe 

~ O C K O I L ~ ~ T O M Z L ,  npaBI?TeJlbCTBeHHOrO OpraHa, KOTP~IIY? BJIaAeeT El YIlpaBncIeT 

m e p ~ o f i  a~epre~moCi  Y~pam-1~1.  OH^ sraruTeTc9 oprami3ameCi, 

06ecnermamuefi K o m q w m m I e  cirym6b1 Cnasy~ma,  ropoaa noc-rpoemoro 
m n p o m a m  c o r p y m ~ x o ~  CT~HLIIM.  OH^ Tame m m e T c R  opram3au~eCi, 

06ecne~mamrrrefi T e m e c K o e  o6c~-ryxcmame 4 6 n o ~ a  ki ero "Cap~o@ara". 

~ ~ ~ B E I T ~ J I ~ c T B o  Y K P ~ M H ~ I  l l p ~ O  PeIIIeHMe 3aKPbITb PeaKTOp 1 B 1996 r. 
Cornac~o M H @ O P M ~ ~ ,  rronyvemoji c !IABC,  TO M O X ~ T  CJTYYHT~CII y x e  B 

m H e .  BTOT peamop Harm p a 6 0 ~ a ~ b  B 1977 r. 3a n o c n e m e  HecKomKo neT 
PeaKTOpbI 1 Pi 3 nOKa3m BbICoKYlo lIpOH3BOPJ?TeJ&HOCTb. CO~JI~CHO OTYeTaM 

EC TACHC, PeaKTOp 1 p a 6 0 ~ a e ~  Ha 80% ero M O U O C T P ~ .  

B HacTomee s p e m  rrepcor-rm W 3 C  HacYmbmaeT ortono 6500 sex. B 
OCHOBHOM  TO S ~ I C O K O O ~ ~ ~ ~ ~ B ~ ~ I ~  M ~ I ,  MOJIOX~ 45 neT. 
l l o r r a smmee  ~ O ~ U M H C T B O  (83%) Bcex pa6oramun?x -EM M x e m m ~  
' i J I P ~ ~ a ~ ~ p b ~ "  WIM 3BaKYMPOBaHH5Ie E13 Y e p ~ 0 6 b m .   TOT CTaTYC AaeT EIM 
onpenenemare npasa EI I I ~ ~ O T ~ I  no yqamcKoMy ~ ~ K O H O A ~ T ~ ~ C T B Y ) .  W 3 C  
w r a c c ~ c f i r m p y e ~  c ~ o f i  nepcoHarr Ha cnenymwe noprpymra~: pyrtosomrem 

(14%), kwr te~epb~ (20%), ~ e m e c &  nepcosm (64%) EI 
~ e n p o @ e c c ~ o ~ u r b ~ b ~ e  ~ ~ ~ o T H M x E T ( ~ % ) .  5onee 5000 co lpync~xos  m e T  B 

Cnasy-rme. 

B HacToxuee B p e m   TOT rrepcoHan sKcruryaTI.rpyeT 2 peamopa ( p e a ~ ~ o p b ~  1 H 

3) r r  nomep>rcMsaeT 6e30nac~oc~b  peamopa 2. T a m e  npoBom3TcR ~ O C T O ~ ~  

pa6ora no 0 6 c ~ 1 y x m a m  30m1 "Cap~o@ara". B HacTomee Bpem He SCHO 

~ Y A ~ T  nEI CHOBa BBeneH B 3KCWIyaTam ~ J I o K  2. n03~0,My, BO3MOXH0, YTO I; 

K O H L L ~  1996 r. nepcoHnrr ~ Y A ~ T  3 a m ~  T O J I ~ K O  ~a peamope 3 EI Hahmoro B 

~emmeIvi cTenem 6yneT 3 a m ~  B nomepxam 6e30nac~oc~1.r Ha peamopax 1 
M 2 .  Pa6o~ar;i Havy3Ka B T a m  M ~ C L L I T ~ ~ ~ X  MOXeT 3aHRTb MeHee, Y e M  50% 
CyILIeCTByEorrSerO IIepCOHma. Ha ~aHHbfi  MOMeHT Ha %3C He I'OTOB 

no~tpo6mrfi ' r a ~  n o ~ p e 6 ~ o c m  B pa604eCi c m e  B crryYae coKparuemoro 
BapIIaHTa 3 K C ~ a T ~ ~ .  ~ P M  3TOM BapMaHTe H C O ~ X O ~  ILilaH, KOTOP~D"~ 6b1 

n03BOjIMn. COXpaHEITb XOPOZUO nOnTOTOBJIeHHbJX p a 6 0 ~ m ,  ~ e 0 6 x o m i b n  

nOCTOXJ3HOrO lTOLLLKpXaHlU3 ~ ~ ~ O ~ ~ C H O C T P ~  PeaKTOpOB, HaXOnsnu4lxCS El 

BbmeneHm ~3 ~ K C ~ L I T ~ ~ T ~ L I E M ,  a T a m e  m nepenomoToBm Tex pafiorm, 

KOTOpbIe He M O T  6b1~b nOIIHOCTbIO 3aHRTbI Ha npOH3BOACTBe. 



0 6 ~ e m t l l i r ? T b  R n e p H b T e  n p e n n p m T m  Y K ~ ~ I . D I ~ I  B e m o e  n p e n n p m T r i e ,  

3 ~ e p r o a ~ o ~ .  npasa EI B~EOBI n e p c o H a J l a  W B C  n p H  o c y r u e c T n n e H m  3~01-o 

n n l l H a  H e  OI lpCAeJ IeHbI .  BTOT BOnPOC M O X e T  6 b 1 ~ b  p a 3 p a 6 0 T a ~  B 

o K o H Y a T e n b H o h f  l l n a ~ e  n e f i c ~ s l ; d r  nocne 0 6 c y x a e ~ m  ero c r o c ~ o , ~ i a ~ o h f o ~ .  

r. CA~B~TM-Y 6b1h C J I p O e K T H p O B ~  C n e ~ ~ I . I O  I I C p C O I S U ~  

~ ~ ~ H O ~ L I A ~ C I W O ~  C T Z i H W H  H EM c~xC?$,  a T a K X e  3BaKykfpOBElHHbM H 3  30 I3b I  

q e p ~ o 6 ~ 1 ~ .  C n a n y  6b1n n o c r p o e H  nocne a s a p E H  1986 r. 6 p ~ r q a \ i ~  
a p X H T e I C T O p O B  H c T P o H T ~ A ~ G  H3  C e M H  ~ ~ I B L Z I E M .  COBeTCKI3X p ~ ~ l l f l h l ? ~ .  
C O I ? A ~ C H O  A a H H b I M ,  I I O A F e H H L I M  OT PYKOBOACTBa r O p O A a ,  B CA&f3JTFFIe 

cerojpx X W B e T  IIOYTEI 2 000 ero crpo~~enei i .  H a c e n e H H e  ropoAa c o c ~ a s m c ~  
6onee 25 000. M3 3m xai~enec - OKOAO 8 500 ~ e ~ e 6  M n w e  16 ACT. 

CAEIBJTHT - M O A O A O ~  r O p O A ,  TOBOpHTb  0 eI'0 HaCeAeHHEI .  Cpem1~G 
B 0 3 p a C T  X H T ~ A ~ ~  CACU~)I?-KY~ - M O A O X e  30 AeT.  1 700 X W T € ? A ~ ~  6 ~ 3 ~ 1 3  K 

IIOI-ICEIOHHOMY B 0 3 P a C T y ,  55 A e T .  

CAE~BJTHT - OTHOCHTeAbHO C O B P ~ > I ~ H H ~ I $  r O p O A ,  r,A,e XOpOUIO lTOCTClBAeH0 

COAepIKEEIHe  X H M J J J H O T O  @ O H A ~ ,  O T ~ C U O ~ ~ ~ O C X  pa3~006pa3~e>l. ~ O P O A  

p a c n o n o x e I - I  B A~CHCTOG M e c n I o c m  H c o 3 ~ a e ~ c x  B n e Y a T n e H s e ,  TO OIH CTOHT B 

I I a p K e .  CACLBJTET~ H d X O M T C R  BHe ~ ~ T ~ R ~ H ( ? H H o ~  3OHb1,  B 50 ICE1 I I i i  BOCTOK OT 

%43C, H e A a h e K O  OT TpZiHHIJbI C k A a p y ~ b 1 0 ,  B 50 KM H a  I O r O - 3 X I ~  OT 

Y e p ~ x r o ~ a .  B q > m ; r H c r p a m B H o x  n ~ a ~ e  ropoA - Y a c r r ,  I (13e~c~oG 006~acm. Y 
A e T e f i  B ropoAe e c T b ,  rAe nposecm spexx- l r w o r o  x r p o B b m  IIAOW~,A:OK, 

CIIOpTXBHbTX 3 U 0 B  H I I A a B a T e A b H b M  ~ ~ C C ~ ~ H O B .  8 530 cellel? CAELBYTIP-ia 

~ B J T  B 5 464 Ksapmpax H 432 O T A ~ A L H ~ M  K 0 T T e A x a . x .  Eonee 18 % ce>reG 
B A q e I o T  CBOHMH K B a P T H P a 3 I H ,  YTO COOTBeTCTBYeT Cpe,A,HH>l mgpa>l IIO 

y ~ ~ p ~ ~ l e .  

I;ontrum~~cmo r1accneHHs- i  - o~tono 16 000 - p a 6 0 T a e T  B p a 3 m ~ x  O ~ A ~ C T ~  

I I C U P . I O H ~ E ~ L I ~ O ~ ~  ~ I ~ O I I O > I H K ~ .  P ~ ~ o T ~ - T o I ~ c c  H a c e n e H H c  C A ~ B J ~ C ,  B OCHOBIIOM, 

3 a 3 f f T O  B I IPOIT~BOACTBC?HHO~~ C+€?P(?, H ~ O R L L U H H C ' I ~ ~ O  p a 6 0 T a e ?  H a  'qA3C. B 
1995 r. OItOAO 5 100 pa rdom 6 ~ 1 ~  3 a I R T b I  HC?IIOCPeACTEi€?HHO I I a  CTdHJJHH. 

E O A ~ C  1 600 - X e H q E I H L I ,  I I P e H > I H ~ e C T B C H H O  B B 0 3 P a C T E  IIPE.I>IBPIIO OT 26 A 0  
45 AeT.  E q e  3 634 m T e M  r. Cnanyrma o r r o c p c ~ o ~ a ~ s o  ~ ~ ~ F I I R T O  H& W 3 C  B 

I S ~ I I ~ O R ~ B O A C T B ~ H I I O ~ ~  C ~ P B H C H O ~  cnyx6ax T m ,  KdK AeTCKMe C W I ,  OPC, 
1 ,  c ~ c ~ e ~ a  ~ennoce~ei3,  K ~ ~ ~ H L I ~ / E I H + O ~ ~ I ~ O H I I L I ~  cnyx6b1 H 

>le,&dm~~~~ffi II,CHTP. OKOAO 2 000 X i H T e n e f i  3aHH4ICUOTCR AO>l2ULIHH>l H 

11p~yca~e6~br3l  ~ 0 3 5 I f i ~ T B 0 > 1 .  6 0 A e e  2 000 3CiHRTbI B TOPTOBAC? (B T O P r O B b I X  

I I P ( 3 ~ P H R T H R X  OT q 4 3 C ,  I ' O ~ O A C K O ~ ~  T O ~ ~ O B O ~  CGYl3-I EI YaCTHLDZ > I U ~ ~ H I ~ ~ ) ,  B 

C I I ~ ~ X ~ H H H  0 6 o p y ~ o n a ~ s e ~ i  EI I IpeAOCT-AeHHH T e X H K Y C C m  Y C A P .  1 300 
p a 6 0 ~ a c T  B caepe n e p e ~ o 3 0 ~  m CBR3H. E q e  2 000 X P i T c A e f i  c A a B ) r ~ u ~ a  

p a 6 0 T a 2 0 ~  3a npeAena>is ropoAa Ha ~ p y r m  n p e q p m m m .  

B C n a y r m e  X H B ~ T  70 % nepcox- ma W 3 C .  XOTR OHM COCT~BRRK)T 1/3 ~ a c n  
3aFIRTbEX B C A ~ B ~ I ~ ~ X C ,  O H H  O~ECII~YS?B&IOT 3 a H R T O C T b  I IpeACTaBE3TeJw>I  ApJTHX 

I I ~ o c ~ ~ c c H ~  yYEITeAX>I, BO&HTeM?I ,  > I ~ A P ~ ~ o T H H K ~ ? ~ ,  > I ~ I H L p U I a h b I I b I M  

c ~ y x 6 a ~ ,  CTpOHTeAX>I a pa60nr~xa>1 TOPTOBAM. H a n p ~ > r e p ,  COrAaCHO 

E I I I C ~ O P > ~ ~ E Z  CY;IPeKTOPa n P C w P H R T k l R  "ATACC1', O H  IIOAJNaCT 50 0//0 AOXOAa 



OT YA3C. "ATACC" n p e A o c T a n M e T  rpmcnopnr~rc y c n p  H 11cl 1 1 ~ 3 1  

p a 6 0 ~ a ~ ~  or<ono 500 pa60m.  
B A O I I O A H e I I H e  K ~ ~ ~ O T H M K ~ ~ I ,  3aIMMiUOLIJHMCR CepBHCHLIi\ .I  O~CAY); IC~B~IIEICI  M 

XHBYIIJ,H>l r? P ~ ~ O T ~ I O I ~ M M  B r. CACLBYTEIe, e C l 3  4 827 Y e A O B C K ,  KOTOPLIC HC 

~ B Y T  B C ~ a ~ m e .  Cornac~o A~HIILILT r o p H c n o m o x a ,  3m P ~ ~ O T I I H I U I  

EIiYCIoT 3aprrna~y H H X C ,  ?i pa6o~y, H C  C O O T B e T C T B ~ O I q Y I O  0 6 p a 3 0 ~ a ~ e ~ ~ 1 1 0 ~ 1 y  Pi 

~ ~ O C ~ C C C H O H ~ / ~ L I ~ O M ~  y p O B H I O  COBP(?M.ICHIXOTO IIePCOIICLAa %3C. A0 2000 r. 
~ a ~ 1 f i  r O A  LUKOALI r. ChCLByl'WXa 6 y ~ e ~  0KaKYEIBa l . l  OKOAO 500 A~TC?I%,  YaCTEI 

E f3  K O T O p b M  T O X C  ~ Y A ~ T  I - I y X H a  pa6o~a. 

2A.3. OTCYTCTBHE HOBbTX MECT TPY,A,OYCTPO~~CTBA B EAJ?DU&~EM 
SYAYIQEM 

E y ~ m e e  Cnaymma H r p y ~ o y c r p o i i . ~ ~ ~ ~  &w ero m ~ e n e f i  R B R A ~ T C R  

n p o 6 n e ~ o B  GOALLUOG B~WOCTEI.  

Ha >~ccl?-lo>l y p o ~ ~ r o  c c ~ b  I l a x e p e H m R  p e m H r r ,  3m n p o 6 ~ e a f b r  n o B L I r r r e I r z c > l  

p a 3 ~ 0 0 6 p a 3 k 1 ~  ~ K O H O > I E N ~ C K O ~ ~  6a3b1 p e m O H a  C A B ~ T M Y ~  A/UT O ~ ~ C ~ C ~ I I M R  

6onee Aomocpoworo B L I ~ B ~ _ H H R  ropoAa. B nnme n o T e H W a h a  rsxoro 
IIOBbILLICHEIR p a 3 ~ 0 0 6 p a 3 ~ 5 1  ~ K O H O > I E I Y ~ C K O ~ ~  6a3b1 p e r H O H a  C A a B y I ' m a  

HAeaAbI-IbI>fH YCAOBHZ>IH, T O  K a C a C T C S  O T K P b I B a I O ~ H X C X  B O ~ > I O ) ~ C H V C T C ~ ,  

ZBARIOTCR p e 3 y s ~ a ~ b 1  MOB x e w y  Y K P ~ E I H O ~ ~  EI "6o~b1110fi C ~ M C P K O ~ ~  ". 
A a H I 3 0 C  COrACULIeHHe A a e T  OCHOBy ,&W I Ip I3BAeYeHEIR OKOAO 3 MAPA. A O M a p O B  

? iHOCrp&PIHLlX M H B C ? C T E I ~ ~ ~  ITpOBeAeHHR p a 6 o ~  B 'Yep~o6~1ne  El: H a  

Y K ~ ~ E I H ~ .  ~ o s r u o e  KOAKYeCTBO p a 6 0 ~ a ~ ~  no 'rpe6ye~c~ P/W C H a T H R  w 3 C  C 

3 K C l I A y a T w H ,  p e K O H C T p m H  " c ~ ~ K o C @ T ~ "  EI AOMOBpeMaTe/LbCKEIXleHHOrO O ~ P ~ C H H R  

c ~ W O ~ K ~ B I I L I M H  OTXOA~MEI,  a T a K x e  pa3pa6om ~ A L T ~ P H ~ T M B H ~ T X  

HCTOYHHKOB 3H13pTUEI. Kpo>re TOrO,  I I p O A O A X a T O ~ H e C R  H C C A e A O B W M R  H pa6o~a  
B 3 o ~ e  O ~ ~ H I ~ S I ,  n p o B o m M v I b 1 e  ~ K Y ~ P H O ~ ~ I A ~ M  EI A P ~ > I E T  
OPTaHM3EiI@iRMM, nO,A,XO@T &VI M C I I O A b 3 0 B m H Z  pa6osero I I O T e H r p ? U a  q 4 3 C ,  
E I > I e I O ~ e r O  B L I C O I U I ~  Y P O B e H b  T ~ M E ~ ~ C K O ~ ~ ,  H H X ~ H ~ ~ H O ~  H I I ~ ~ Y ~ I O I ? ~  

n0,AJOTOBKM. 



n p ~  a ~ 1 ~ 3 e  r r o T e a u p a n a  H O B ~ I X  B O J M O X H O C T ~ ~ ~  T ~ ~ A O ~ C T ~ O ~ ~ C T B B  m 
n e p c o H a h a  W 3 C  H m ~ e n e i j r  C~as) r l -k~~a  M ~ I  paccxarpmmiw o+arp3aaI-1yio 
no3~np10 npmmehbcma Y K P ~ H ~ I  B OTHOIII~HHH p o c T a  r.Cnan-a. 
~ O C K O & I C Y  B  TON a ~ a m 3 e  TIP~BMT~&CTBO ~e ~ ~ M H M M ~ ~ O  npxworo Facma,  
M b I  PaCCMOTpBIIEI  T p H  C q e H a p M R  6y~yrr~ero CAB).I-KY~. 

p a 3 B H T E I R  I I P B ~ P H R T F I ~ ~ ,  K O T O P b I e  GYAP I I p R > f O  I I p H B A e Y e H b I  K BII~ApeE!MIO 

XO>fIIOIICIITOB MOB, K O T O P b I e  OTHOCRTCR K 4a3e 3aTCPbITHR CTdHJJJ3H, 

0 6 p q e ~ ~ r o  C OTXOAaMEI H 4 3~epr06ho~y,  a T a K X e  HCCAeAOB&HHcII,  

H3JFIeHEIK) H pa60~a?1 IIO OYL.ICrXe J O H b I  O T m e H H R ;  

pa3pa60m nporpamr . 1 ~ e p r o c 6 e p e x e ~ ~ x ,  K o T o p L I e  worm 6b1 n p s n n e s  
I< JFIaCTHIO H O B b I e  l l P O H 3 B O A C T B e H H b I ~  ITpeAIIPHRTkIX H I IpeATIpHRTHR 

ccbepbr ycnyr B CA~BVCKO~I  pemose; H 

~PMI-II.II&X B 0  B H H > I a H H e  TOT @X~<T, T O  A 0  CeT0P;HRLUHCTO BpB>I(?HEI ~ L I A O  

I I C B 0 3 > 1 0 X H O  BbIxCHHTb TOYXY 3P[?I-IMR qCHTp&'GI-ILM TOCYAaPCTBeHI-ILK 

B A ~ C T G ~ ~ ,  B 0 3 3 1 0 X I 1 0  OCmC?CTBAeHEIC Cqe~EtplUI 2.  TOT C ~ G ' H ~ P E I G  >IOXI;eT 

B b I 3 B a T L  3 I I aYXTeAbHYIO I I O T e P I O  pa60- MeCT:  

p a 3 p a 6 a ~ b 1 ~ a e ~ c ~  n p o r p a , r > f a  U o s T a r r H o r o  nepecenesm ce>reii ~3 

Cnm-a AO T e x  n o p ,  n o K a  ero + ~ E I K L ~ ~ R  r o p o ~ a - c n & ' ~ ~ ~ ~ ~  I -~e  6 y ~ e ~  
I - I y X E I a ,  I IOCAe  Y e r O  r O p O A  6yAe~ OCTaBAeI-I. 



~ P M I I W M C L F I  130 BI-IHMZ-IHC TO, YTO Ha AZ-II-ILI~ bIO>ICI-IT M H $ O P > I ~ R  

O ~ a H K r M B a e T C E  TOALKO B ~ ~ E I M O A ~ ~ C T B H ~ M  C /IMLl$MM, ~ f ? f i c T B Y I o w H l t ~ ~  H a  

b IeCTI30M ypOBI - I e ,  I I p O ~ € ? X y T O Y I I L I e  P e K O M C H A q H ,  ICOTOPbIe  C O A e P X a T C R  B 

A~FIIIOX n A a x e ,  OTHOCRTCR K Cqe~apmo 1, a T a x e  ,B pml-~oii M e p e ,  I< 

C r r ; e ~ - ~ a p ~ ~ o  3. 

nep~0e .  ~ e ~ ~ 0 6 b 1 A L ~ ~ t 3 . Z  A3C l T O C T p O e H a  I IO  I IpOeKTa?. I ,  pa3pa60~a~~b1sr  B 

60-x TOAClX, I I 0 3 1 0 M y  I I P H H I p I I I b I  ~ ~ ~ O I I ~ C H O C T ~ I ,  3 a R G X e H H b I e  B OCHOBY ee 
I I p O e K T a  B O  31HOI'O?.l H e  OTBerEUOT C O B p e > I e H H b I M  T ~ ~ ~ O B ~ H E I R M .  B I I p O e K T e  

A3C H e  p ~ ~ 3 O B a H b I  B n O m O > I  o 6 a e ~ e  I I P E I H ~ U b I  T ' A ~ ~ O K O  

~ L U ~ A O I - I H ~ O B ~ I I - I O ~ ~  3a rq~n1 ,  cneAcmae>l Y e r o  E s m e T c R  EICKAIO'YEIT~ALHO 

~ b r c o r t ~  p o ~ b  Y e n o B e I C a  B O ~ ~ C I I ~ Y ~ T - I E I E I :  ~ ~ ~ O I I ~ C I ~ O C T M  A3C. B ~ C A O B H R X  

I<p lT3I ICa  I I A ~ T C ? X C ? ~ ~  M p a 3 B a a  IIPOMbIILIAeHHOCTM, IIPHBeP;UTKX K H ~ C T ~ ~ H & H O ~ ~  

I I O C T m K e  > l a T e p H u O B ,  3aTIaCHbIX Y a c ~ e g  I3 O ~ O P ~ A O B ~ H R  ~ ~ ~ O I I ~ C H O C T L  A3C 
no- IIOAHOCT~IO O n r p e A e J w e T c a  mp;6>1~ M w M x c m o n o r n e c m M  COCTORHH~>I .  

Bonpoc COCTOMT B TOY, ~ 0 6 ~ 1  cerowx HC Aonycmn ~ a ~ a c T p o + m e c ~ t o r o  
IIClAeI-IMR ? . I O ~ ~ H O - I I C ~ O A O r U Y ~ C K O ~ O  W X a T B  A 0  Y p O B H R  3a KOTOPbIM 

IIOCACACTBHR ,&W ~ C ~ O I I ~ C I I O C T M  C T W O B R T C R  H e I I P e A C K a 3 Y e > I b I M H .  



B O C C T C L I I ~ A H B ~ ~ )  I3 B IIOCACA~IOLLJEIC T O W 1  I IC  TIOAyYMA B03\lO>KlIOCTP3 

" n o n p o 6 o ~ a ~ ~ "  cc6rr B c o 3 ~ ~ a - 1 1 ~ 3 ~ 1 .  C 1990 roAa mo#, p a 6 o ~ a o q ~ 1 c  rra 
CT&Irp.IEI, C T M  O~%CICTOFI 3ICCllepEI>ICIITOB, CBR3ClIIEILlX C 3&KPLITHC>l CTCiiILlJ3H. 

C ~ a ~ a x a  IIa IIWOIIULIIO>I ~ O B I I C  (P~UICIIHC 1990 roAa - s a ~ p ~ r r r ,  AO ~ o r ~ q a  
1995 roAa; s a ~ e ~ i  per r re~-~~c  1991 roAa - ~ ~ K ~ L I T L  AO 1;orrqa 1993 roAa; H ,  

H a r t o I I c u ,  p c z u e I I x c  1993 roAa - n p o A o m H r r ,  pa6o~y). C 1994 roAa KOMCKTHB 

C T U  3 U O X I I H K O 1 \ 1  I T O M T W I e C I U a c  P;I?CKYCCH~ "CCJICPKEI" EI YKPUIILI Il0 

B O n p O C y  ~ELICPLIT~IR Y ~ ~ H O ~ L I A L C K O ~ ~  A 3 C  B o6>1c~  IIa no,AACpm<)' ~ - ? J I ~ A O > I  

PLII-IOYII~IX pe+op>~ B Y ~ c p a ~ ~ e .  3 ~ a  I t o > l n a m c I  6 % e ~  no ncmonor? lYecKo>i ) r  

COCTORIlkIIO K O M e K T H B a  I IP8qe  B C W 0  TePI ,  T O  B e A e T C R  6e3 K ~ I K O T O - R M ~ O  CTO 

p a C T H 5 I .  k0AP.T R B M I O T C I I  3 P k I T e M M H  H a  T Y ' H H P e ,  H O  I IOHH>Ia IOT,  YTO 

X e p T B a 3 1 H  CTEtHyT H M e H H O  OHH. nonr-10e I-IClTOHRMCiHHC Y N O A C ~  B b I 3 L I B a C T  

CBR3LIBt iHEIe  B O W H  Y 3 e A  n p 0 6 ~ e ~  IIOAkITEIICO-3KOH04IETYCCIWlX If X A C P H O ~  

6e30nac~ocm. T a ~ m  n o s ~ q f ~ a  H e  k I M e c T  H m e r o  o61qero c ~ymrypoii 
6 ~ 3 0 n a c ~ o c ~ k l .  E o ~ e e  TOTO n e p c o H a y  n p e n o A a e T c r r  pea~b11b1G y p o ~  
AHqC?XepEIOrO OTHOLIIeHH5I It RA(?PI -~o~  6e30nac~ocm. B TaKMX YCAOBHRX 

EICBO3MO)E;FIO O X H A a T L  @OPMHPOB&HHR IICEMOAOI?.TYeCKI3 Y C T O I ~ C H B O ~ O  

K O M e I c T M B a ,  H a C T p O e E I H O r O  H a  ,A,AkITeALIXYIO pa6ory B H ~ ~ A E ~ T O I I ~ H I I T H ~ ~ X  

~CAOBMRX.  O Y ~ B H A H O ,  YTO n p H o p H T e n . 1  ~ ~ ~ O I I ~ C H O C T H  O Y e H L  ~ L I C T ~ O  

CTtUIOBRTCR B T O P H Y H b I M H  AA5I IC0, lheKTHBa qep~06b1Abc~06 A3C. 

Tpelae. 3 1 - 1 e p r s m x a  - C n e W a h b H o c T b  0c06oro poAa. Ee T R X e n o  O C B O E I ? ~  H 

e I q C  C A O X H e e  H a  T I p O T S I X e H H H  AON-EIX A e T  I I O C l O R H H O  II0 ,AACPXEIBaTL 

~e06~0,LIJT?lb1$ p 0 B e H b  X B ~ W W @ M K ~ H .  3 ~ e p r e T H ~ a  ~ p e 6 y c ~  C T ~ ~ E I A ~ H ~ D C  

KOAA~KTEBOB, C K A ~ ~ ~ ~ ~ B ~ ~ O ~ E M C S I  roAa> lk I ,  ~ ~ ~ E I P J T ~ O I ~ E M C R  ~a X ~ C T I C O ~  

K O ~ I I O ~ ~ T H B H O ~ ~  ,LIJTCIlJ5ITAHHe H A O B e p H 3  R T O A ~ ~  AFT APW. 31iG'p~elu~a, 
O C O ~ ~ H H C I  3 T 0  K a c a e T c R  pa6on1 O n e p a T O p O B ,  - M G H O T O H H M  pa6o~a,  
~ p O A O M E U O I q d 5 ? C I I  ?.lF~r>I'Pie r O m 1 ,  B H e I U H e  H e  K a X y U J y R C B  TIIXCAOG, H O  C 

IIOCTORHHbI?I,  CKPbITbI31  O T  BHCXIIHEM ma3 llCEIXOAOITPIeCKH31 H F i T I P R X e H H e > I .  

O I I C ? ~ ~ T H B H ~ I ~  T I C P C O H W  K N ~ ~ ~ B O $  3 A e ) l e H T  o 6 e c n e ~ e ~ ~ ~  ~ ~ ~ O ~ I ~ C H O C T H ,  no 
cnoeG IIO,AJ-OTOBK~, no O I I L I ~  paGonr, no rrcmo,xormecmx x a p a K T e p H c m K a > i  

>lCltIeC\ B C W O  r O T O B  K EI3MeHeHHRM EI 6onee BCeTO 1 1 0 # 3 e p X e I I  

~CKXOAOITWeCI<E.I>I  CTC?CCa>l .  ~ H ~ ~ ~ ' - € ? T F I ~ c K ~ I O  3RMTJ7 3 I O X e T  3aEIHTCPCCOBaTL 

p a 6 o ~ a  CM~KB~TI ICU no  CAOXHOCTX EI y n a x e I m I o ,  n o 3 ~ o ~ y  J,AX ~ I O ~ C P X ~ H H F J  

pa6o~ocnoco611oro I t o m e K m B a ,  cnoco611oro rapmmposan 6e3onac~ocn ,  
Z A ~ ~ H O G  YCTaIIOBKH H ~ O ~ X O # > I L T  COOTBCTCTBYIOIIJHe >IOTHBEUpTR IT YCAOBIfH. 

3 ~ a  > I O T X B ~ ~ T P I  B 311eprem~e Aaxe cerowx, B nep l . roA  ~ ;a~acrpoc~~mc.cm 
6brcrporo H 3 3 I ~ F e I I H I I  I I iM3EICHIIbM qe l - IHOCT~~,  A a h e K O  H e  B C C r A a  C B R 3 a H a  C 

X.laTepEI.WI-ILI3IEI EI ~LITOBLI?.IH YCAOBHXMH X M 3 H H .  OTC~TCTBEICJ RCIIOG 
n p o @ e c c w o r ~ m ~ o G  nepcneIcmnbr EI C O J J ~ ~ ~ ~ H L M  rapurn6 BseAeT I< n o A p b I s y  

n c H X o ~ o r ? n e C K ~ G  ~ C T O & Y I H B O C ~  OTAC?hbHbM N O A ~ ~  H K O M e K T H B O B  B IJCAO>I PI 

M O X ~ T  IIPEIB~CTM K C O O T B ~ T C T ~ ~ ~ O I I J E I > I  ~ O C A ~ A C T B H R L I  - 6 e 3 p a 3 ~ ~ ~ 1 . 1 1 0  K 

K a Y e c m y  sb1nomrre>Io6 p a 6 o n 1 ,  > l aCCOBOMy YXOAy,  n p o a B ~ l e H s 1 0  BCRKOrO 

P O A a  3KCTPe>IHCTKMX TE!IXA(~HL@?. B I I e p B y I o  OYC?pe,A,L BCC 3 T 0  C K a X e T C R  H a  

6 ~ 3 0 n a c ~ o c m .  

~ ~ T B ~ P T O ~ .  CO~AC&IH~I€? B T. CAELB~?U~Y C O I J H a h b H b I e  YCAOBHR H>lCIOT CBOIO 

IIpEITCTaTelLbHOC?a mo~ef i  A 0  T e x  H o p  n o K a  y m o ~ e k  CCTb p a 6 o ~ a  H/u? 

~ a p a r ~ m ~  cc n o A F e I n m .  KBaprnp~~ EI K O T ~ A ~ ,  KOTOPLIMH BA~ACIOT NOW B 

T.CAZ~BJTWI, EIe3ClBHCHMO OT T o r 0  I I P E I B t l T N 3 M P O B ~ i b I  OHM JQKe EIN? IIC'T, H>ICIOT 

3HaTHTClLbHOC? CTOEI1\IOCTHOC B b I p a X e H R C .  HO ~ O T - ~ ~ ~ E I T C A L C I ; ~  CTOWIOCTL 



A X I I I L E  ICBapTHp H r t o ~ e ~ x e i i  ~ Y A C T  6m31ca IIYNO, K O r A a  OCTXIOB13TCR 

O C I I ~ B I I O C  I'IpOM3BOACTBO 6 ~ 3  ~ A C I U ~ ~ T I I O $ ~  ~ ~ L I C H L I  - B " > l ~ p T B 0 > 1 "  r O p O A C  

I ~ a p T k i p L I  I IC  IIJGKIIbI. P ~ ~ B H T E ~ I  ICYALTYPIIWI H CIIOpTHBIIaR: IKMJIIL B S T 0 3 1  

r O p O A c  T a K X e  6 y ~ e T  m T L ,  ITOKa e C T L  p a 6 o ~ a ,  IIoIca CCTL ~ > ~ A W C C .  C 
n p e I c p a c H H e x  ~ p y ~ o ~ o i i  A A C R T C ~ ~ H O C ~  BCC OCT~LI~OBHTCFI .  3 p e m u ~ a  ~ c .  
3 a M e H I I T  me6. C I I C ~ C ~ Y H C T L I  XOPOLUO ITOIIHMXOT,  W O  C 0 3 A a T L  B r O P O A C  

~ f 4 e l c B a T I I o e  ICOhKYCCTBO p a 6 o m  ~ Y A C T  B BLICLU~B CTCIICI1H CAOXIIO.  

M c ~ y ~ a p o ~ ~ ~ r e  M H ~ o I l ~ I x L I e  H a y k E i L I C  qCEITpLI ,  0 K O T O P L M  LlI IOrO,  110 

noIta 6 e 3 r 1 p e ~ ~ e ~ ~ 0  MAYT AHCKYCCEIM, B 0 - I I e P B b M ,  IIPMBAeICJJT TOAbI iO  

C l l e I J H W C T O B  B ~ I C O K O ~ ~  KB&'&~@EIK~~EIEI M, BO-BTOPLM,  Y E ~ C A ~ H H L I ~  C O C T a B  

3 T H X  IJCHTPOB B P X A  M I I P e B b I C H T  O,A,HY-ABe COTHEI PCAOBeK.  BCRKO~O P O A a  

npe,A,npEIsmR no n e p e p a 6 o ~ ~ e  o r x o ~ o ~ ,  npeo6pa30~a~~10 0 6 % e K T a  

" Y ~ p b 1 T ? T e "  H a  c~I'o,A,HRILIHEI~ AeHb 6once MCTl%I, Pe31 PEUibI-IOCTb. T~KI.ILI 
06pa30~, AaXe I I P H  T ~ O P ~ T E N ~ C I ~ O %  BHJTP~HHC?$ r0TOBHOCTI.I H a  

n e p e K J 3 a A P i @ E I K a p T 1 0  y ~ O N ~ L I I M I - I C T B ~  ~ o ~ e i i ,  pa60~aro~qm H a  A3C MM 

CBR3CUiHbIX C ee pa6o~oii, H e T  ~ e p e H H 0 C T M  B TOM, T O  OHEI ~ Y A J T  M > i e T b  

pa6ory l I O c l e  l I p e K p ~ e H M R  3KCIIAYaTilIJHH Y ~ ~ H o ~ ~ I A ~ c K o $ ~  A3C. 
C A C A O B ~ T ~ A L H O  H C  TOG TOYXEI. 3PCHEIR COTpYPflMKOB Y ~ ~ H O G ~ I A L C K O G  A3C 
O>rcEIASOT C e p X e 3 H b I e  I IOTpRCeHEIR M TOBOPEITb B 3TEM YCAOBHXX 0 

T I c ~ ; ~ ~ o A o ~ P F I ~ c K o ~  ~ C T O ~ . I B O C T E ; ~  O T A e A b H b M  NOA€?$ H K O M Q K T H B O B  H e  

IIpkatOp;l.ITCR, K a K  H 0 ~AUOTBOPHOM BNMRHMH 3TEM ~ [ o T ~ R c ~ H H ~ ~  IHa 

6e3onac~oc~b.  

m 0 e .  B R O p 3 f a h b H O  ~ ~ H K T _ T M O H H ~ ~ O ~ C ! > ~  06qecme nOB(?AeHMe Y e A O B e K a  

OTRKYaLTCR I J C A e H X I P a E A e H H O C T b I O ,  O H 0  ' P e p e H H O  M 3 H C p l T W H O .  ~ O B O A C ? H E ~ ~ > I  

YeA0BCK;i  )rlTptiBnsIH>T C@II<CMPOB~-HH~I~  DO B p e M e H E I  EI l T p O C T P X 3 C T B e  

T W ~ H ,  OSLN~M, TIPMB~TYKM, NTYH~IB,  c e ~ e j i ~ b ~ e  M ~ o p n o p a m ~ ~ b ~ e  I I A ~ L I .  

O T C ~ T C T B E I ~  B 3 B e U I e H H O r 0 ,  I I p O C W T a - H H O r O  IIO,A,XOAa K 6 y ~ y r z ~ e l l y  

~ e p ~ 1 0 6 b 1 f i c ~ o G  A3C, n p H B e m  I( C O ~ A ~ H M I O  ~a A 3 C  O ~ C T ~ H O B I C H  

H ~ c T ~ ~ H A ~ H o c ~ ~ ? .  CT~HIP.TR R K O M e K T E I B  P~~OTCUOLIJEM H a  H e f i  NOA& C T M  

3 U O X H M K a ? l E I  IIOAHTEIKH, YTO, n o - C m e C T B Y ,  B e A e T  K I I O A p b I B y  

~ C ~ O A O ~ ~ C K O r O  G a a ~ c a ,  n o T e p e  X H 3 H e H E I b I X  O P H e H T H P O B  13 

C ~ O P > I I ~ P O B ~ I ~ I O  YJ7BCTBa J'R3BHMOCTEI. C M T Y q I I  Y C ~ ~ F I ~ T C R  TCLI, W O  I113 

~ C P H O ~ L I A ~ C K ~ R  A3C,  HEI I IpaBMT(?f iCTI3eHIIbIO O p T U b I  H e  H>lCIOT 

C O ~ C T B C H I - I O ~ O  b I H O T O B a P M a H T H O T 0  n A U a  ACGCTBHG, B COOTBeTCTBHR C 

I i 0 T O p b I l I  AK)AE;I >IOrJ??M 6b: ~ A ~ H H P o B ~ T ~  CBOe  6y~yrrlee EI 6y~y1qee CBOkiX 

 ACT^^. p~XC4f-i~ B A ~ F I H O ~  C E I T Y W E I ,  P e r E b  MAeT 0 PeCiKIQlH K a K  K 0 , I A e K T H B a  B 

IJeAOL1, T d K  H O T A C A b H b M  W O  l I p e A C ~ a B k l ~ e A e f i ,  B 0 3 M O X H a  Ca>IaR  p a 3 H a R  - OT 

n o h ~ r o f i  > ~ O ~ H A E I ~ ~ I H  ~a 6opb6y 3a cBoe 6y~yr.qee ( H ~ ~ ~ B R C R ~ I O  OT T o r 0  

C B R J W O  O H 0  C IIPOAOAX€?HMC3>1 3 K C l l A y a T d U p H  A3C H A H  IICp(?XOAOLI K ~py rok  
cQepe AcRT€?A~HocTEI) H A H  c T P C ? M H T ~ R ~ H ~ I ~  p a 3 B a R  ~ C L J J 3 I I ~ H b I  13 

K O M e K T H B a .  n p o I J e c c b 1  M O T  IIPOXOJ,HTb IIClCTOAbKO ~ L I C T ~ O ,  -0 > I O r y I  

np~o6pecm x a p a x T e p  n3pb1sa. ECTL OCH OBUHR np e m o A a r a n ,  TO 

HbIHeILIEIerO K O M e K T k I B a  BTOPOB B a p H a H T  peCUW(I4kl 6onee P e a R e H ,  I IOCKOAbKY 

> I O ~ H I ~ E I ~ ~ ~ T R  B03>10)KI1a B O K p Y T  MACH, ~ ~ ~ Y C A O B H O ~ O  mAepa, n p o r p a u > r L r  

AeBcmsii. H W Z e r 0  3TOTO Y K O M e K T H B a  CerO,AJIR H e T .  







M n e e T c Z  ,A,Ba IIOTeHIlJ3W&HbrX M e X W E I 3 3 f a  &I! 0 6 e c n e ~ e ~ ~ c r  IIOCTORHHOrO 

~ E I I ~ E L H C H ~ O B ~ H H S I  YCAJT Ha HaCTOZlIJe31 y p O B I I e  MRI3 B C A y Y a e  HX COKpaIH,eI-IHZ. 

Bo-rrepnb~, 0 6 e c n e ~ e ~ ~ e ; \ l :  Aoclyrra K MCTOYHHK~M A o m o B p e s I  e H H o r o  

+HHELHCM~OB~HEIR k I3  H ~ O H C i A L H O T O  6 1 o ~ x e ~ a .  Macrrr~a6br A o c T a  K 

~ T 6 P H a T E I B H b I M  E I C T O W R K a 3 1  . IpRMOTO ~ H H C ~ I ~ C E I P O B C ~ H E I R  6y~y-r 
O I I p e A e M T b C S  Te41, K T 0  6 y ~ e ~  IIpeAOCTELEiMITL K O H K P ~ T H ~ I $  BHA YCAJT.  TOT 
d A b ~ ( 3 p H a T H B H b I f i  HCTO%HK @HHELHCEIPOBELHMZ A O A X e H  6b1n q e A e B b I 4 1  

H a 3 H a Y e H M e > I  HHanpELBAeH TO>ly ,  K T 0  0 6 e c n e m ~ a e ~  IIpe ,4OCTdBAeHEIe  YCAyr .  

~ O ~ T O > I ~  TOT, KTO n p e A o c T a s m e T  ychym AoxxeIs 6 b 1 ~ b  O n p e A e A e H ,  H a p a m e  c 
CL4.LTCPHaTII.IBHLI4IEI HCTOYHMKaMEI IIPFI>IOrO ~ M H ~ I C E I ~ O B & E I H Z .  Bo-BTOPLK, 

I c p a m o c p o w o e  n o i x p b I m e  p a c x o A o B  H a  o n p e A e n e H H L I e  B M s r  C O I Q ~ ~ A L I X L E  

C]IOI~AOB M Y C A F  > I O q T  O ~ ~ C I I ~ Y ~ ~ B ~ ~ T L C Z  B H ~ ~ I O A ~ C T H L I M M  OTYEICAeHEfR?lH. 

I,ICTO=EII< Ad-HIlbP; ~ I i e 6 1 0 ~ ~ e l - H ~ ~  O F ~ C A ~ H E I ~ ~  A O A X I l b I  6 6 1 ~ ~  p a J p a 6 0 T a 1 1 b 1  

I ~ E U I J T O E I ~ H L I 4 1  IIPClBEITeJlbCTBOM YKP~MHLI 110 COTAaCOBELHHIo C TOPOACKMMVIEI 

BAaCTS>IM. 



YA3C JTIpELBMcT Ei O C ~ c C T B M e T  IIpC?AOCTaBACI-IHc 6 o ~ ~ m s 1 r c m a  3TMX YCAyT 

A/IR ropoAa ~ e p e s  npa;\lofi 1m.G~ 6ommo1-0 K o m e c m a  COT~YAIIEII(OB. 

~ O ~ O A C I < O ~  COBCT Ei aAMHIlMCTPCUIJ3R r O p O A a  M 3  5589 yeAOBC?I< IlEU3HM.laCT APiIIIL 

5%. A C T C I ~ I ~  C ~ L I  H ~ A H ~ I I O C  X O ~ R G C ~ O  nps npa~oG n e p c A a Y c  ropoAy pix 
ncpcorIana M C)~OIXAOB irlory'r 6b11-b herno B ~ H C ~ H L I  B c ~ p y ~ q p y  r o p o A a ,  npH 
YCAOBEIM YTO 6y~y-r onpe~e~eribr C T ~ ~ H A L I - I L I ~  HCTOYIIMIU3 MX 

~ E ~ I I E U I C H ~ O B ~ F I E ~ . R .  ~ O P O A Y  I I O T ~ C ~ Y ~ T C R  YCEIACIXHC e r O  ~ ~ I ~ s - ~ ~ A ~ I ~ Y ~ c K o ~  

C T P Y K V L I  A/LR PYKOBOACTBEI COIJHaAbHLI31H @ O H A ~ M H ,  B HaCTORJlJCC BPC.\IR 

y n p a m e > r b r i u E i  I - I ~ P R M ~ I O  YA3C. 

2.B.2. EY- PAE09EIE MECTA B PEIZlOHE r. CJZABYTMTM 

Bo M H o r m  p e r k i o H a x  EC, KoTopbIe  n p o m ~  no n p o r p a M M a M  CTP~KTYPHO~~ 
anarr ram,  G~IJTEI n p e ~ c T a a T l e H b I  M H o r o w c n e m I e  ~ e x a m 3 m 1  p e r e H e p a m  

~KOHOMEIXM. H ~ K O T O P ~ I ~  133 HEM MOP 6b1rb n p m e H e H a r  B r. C n a ~ y T m .  &m 
yCIIeUHOT0 B H e H p e W  3TEM IIpOrpaMM ~ e o 6 x o m a  COOTBeTCTB'yW4~ 

3aKOHOAaTeJIbHZW 6a3a. H e ~ o ~ o p b ~ e  n o n o x e m  MOB "6onb11105 c e ~ e p r a ? "  ki 

Y ~ p a m r ,  K a c a m w e c x  qep~06b1~151, n p e m o n a r a m T  npemomn B O ~ M O ~ O C T M  

T ~ ~ A O ~ C T ~ O E ' ~ C T B ~ ,  CBS3aHH3Ie C IIpOeKTaMEI, KOTOPbIe CilOHCMPYeT ''60JIhIIJi3.54 

c e b i e p ~ a " ,  a T a m e  p a 3 ~ n ~ s e  n p e m p m a m a - i e r r a c T s a .  f j y a e r  H ~ O ~ X O D ~ M  

U M P O ~ " ~  ClIeKTp Y C w ,  KOTOpbIe MOrJIki 6b1 6bxrb I I P ~ A C T ~ B J I ~ H ~ I  B 

C J I ~ B ~ T M Y ~ .  OCOGO Ba>KHaIM ZBJMeTCSl A ~ G c T B E I ~  COOTBeTCTB~IUHX MeXaHM3MOB 

m 0 6 e c n e q e m  M a K c m i m b H o r o  y Y a c m  ~ e c n a m  a n p h i .  c D ~ i p m ~ ,  

pa6oramme B r p w a x ,   orm mi 6b1 o 6 e c n e r a ~ b  @ m a ~ c o s y m  nomepmy 
HeKOTOpbIX COUEiUbHAM c@ep, H a n p H M e p ,  AeTCKM: CaaOB. ,LIOCyra M KYJTbTYPbI. 

B a m o  TO, YTO nPHC)'TCTBYeT H ~ O ~ X O ~ ; ~ ~ M O C T ~  B P ~ M ~ H H O ~ ~  rlO,D,lWp>raur 

onpenenexmrx caep. 

C n e r r z l @ ~ m a  p a 6 o ~ m  %BC npenonarael P ~ ~ B H T H ~  ycxyr ki 

npOH3BOLICTBeHH%lY. I I ~ ~ L U I ~ H ! ~ T M ~ ' ~ ,  KOTOPbIe CBX32II-KbI C A P y l X h M  @ ~ p l v i a h . ~  

norryrem 3 ~ e p r m .  T a m  0 6 p a 3 0 ~  TOTO, Y T O ~ ~ I  Y ~ p a m e  c o x p a m  
C n e r r z l m C T O B ,  HeKOTOPbIC: IIPOTpllMMbI, CBR3aHHhIe C 3HepTeTMrieCKkiM 

CeKTOpOhl MOrnM 6b1 yIIpZlBJIRTbC5I H3  Cl'Ia~y'lTFia, kiCnOJIb3yB 6b1sm"i COCTaB 

9A3C.  TO 6 y ~ e T  COOTBeTCTBOBaTb np0rpah.ihlah.i h.ie>KnyHapOEHOrO 

EiCCneAOBaTeJIbCTKOrO UeHTpa. 



T p y n o s b L y  p e c y p c o B .  ~ T M  c x e m ~  A O ~ I  6b1~b  n o n y Y e H b 1  pnrl o n p e n e n e H r m  m 
B @ @ ~ ~ " T ~ ~ H O C T E ~  B YCJIOBMSM r. CJIaBJTPFI. 

~ O ~ O ! ~ C K W  a ~ I H M C T p ~ W  XOYeT C03AaTb 1OAM.D.X 3KOnOTkNeCKII YIICTOI-i 

3om1 B Cna~y-rme (ITYT~M yqac~rm B n p o r p a M M e  B 0 3  "%ic~b~e  ropona"). 
C O O T B ~ T C T B ~ ~ L L U ~ ~  KOHCYJIbTaTMsHbre @1?~hfb1  MOXHO C03naTb B CnaB)Tl.l?Ie, 

~ c n o n b 3 y ~  c o ~ p y m o ~  9A9C. Tame  caepbr, KaK ~ e n e p a 6 o ~ b r  1m11 
TeneKOHCJ'JIbT~utM MOrJIM 6b1 6blTb y C n e u I H O  pa3BMTbI. 



B n O C J I e m e e  BpehW 3KOHOMZIMa C J I ~ B Y T I ? ~ ~  lIpaKTWieCKM nOJIHOCTbl0 3aBMCMT 

or n p ~ 6 b m e i i ,  non f l aeh ibxx  or W 3 C .  Mccnenonam n o ~ a 3 b m a m r ,  s ~ o  B 

C n a ~ y ~ m e  cyruecTByeT pm H e r o c M y n a p c T s e H l s I x  npempm~m'i ,  H a x o m c g  

H a  HaZIcZTIbHOM 3 T a n e  CBOerO pa3BHTH5l- B OCHOBHOM 3Tl4 IIPenJIPH5lTH5l 

3~KklMaIOTCX T O P T O B T I ~ ~ ~ ,  OPHaKO, eCTb EI T a m e ,  KOTOPbIe ~ ~ H E I M ~ I O T C I I  

O ~ C ~ T ~ X K ~ ~ H X ~ M  I? llPOM3BOnCTBOM. ~ o J I o X C ~ H I . ~ ~  M e ~ o p a w a ,  CBR3aHHOe c 
BbIBeAeHHeM CTa- C 3 K C r L i ' I y a T a ~ ,  4 ~JIOKOM EI 0 6 p a u e m e ~  C O T X O A a m  

n p e w a r a e T  BO~MOXHOCTEI p a 3 ~ ~ ~ m  m p o ~ o r o  c n e K T p a  npemrpm~rG no 
0 6 c m a m .  3TM J l p e ~ p I l s I T I I I I  M O W  n03BOJIklTb aKTkIBHOe MCllOJIb30BaHI?e 

T e x m m e c K z l x  B O ~ M O X H O C T ~ $ ~  I? B~ICOKOG K B U I M @ ~ ~ ~  H a c e n e m m  C n a ~ y ~ m a  
ti ~ ~ ~ O T H M X O B  W 9 C .  B TO x e  B p e m ,  ~ o r n a  ~axaeIu.jaZIZlji cemop BKOHOME~XM 

YKpaHHh1  lT0 3 ~ e p r o c 6 e p e x e m  PaCLUMpfIeTCR, C)'IUeCTBYIOT B03MOXHOCTM 

m S I  0 6 c m a m ,  K O H C Y J I ~ T ~ ~ ,  llPOM3BOACTBa. OCHOBH~IM 3JIeMeHTOM 

~ ~ ~ B M T E Z F I  n p e m p m ~  B Crrasyrme m e T c c r  ~ I O T ~ ~ ~ H O C T ~  B npo- m 
YCQTaX, KOTOPhIe OHM M O W  I I p e ~ O X C H T b .  HO C m e C T B y e T  HeCKOJIbKO 

@BKTOPOB, KOTOPbIe M O W  YAePXKBaTb npeJUIpMHliMa~eJIefi OT CO3naHwr 

npempEWTH%. K HHM OTHOCRTCX 3aKOHOLLaTeJIbCTB0, KOTOPOe AOJIXI-IO 

n03BOJIHTb l l p e ~ p k H W  pa3BllsaTbCSI, A0CTYI-I K K p e m T a M ,  cny>it6b1 no 
n o m e p x e  n p e m p m ~  II H a r r m x e  no~erueH7.rii. 

~ ~ K O H O A ~ T ~ J % C T B O  BKJHOZIaeT: ~OJ lHOMOYwI ,  l lpeAOCTaBneIMe YCJIJT, 

B b m o r r H e m e  o n p e n e J r e H m I x  , T a m  K ~ K  nnamiposame EI 

6yxrm~epm1, 6 m m e ~  I?. @ M H ~ H C ~ I ,  ynpameme ~ y ~ ~ n ~ n m b ~ o i i  

C O ~ C T B ~ H H O C T ~ H ) ,  h f e C m I e  3 ~ 0 ~ 0 m e c m e  pa3pa60m, OxpaHa  o~py>rtamrrrei i  

cpemr, n p e n o c T a a n e m e  m b ~ ,  M y m a n m m m I e  ycnym, YCI; IYI?I  no nponaxe, 
r p a H C n O p T ,  CBX3b, C O L M m b m I e  YClIyI'M, ~ ~ ~ o ~ I ~ c H o c T ~  H a C e J I e M ,  3 a p y 6 e m m  

3 ~ o ~ o m e c ~ a r r  AesrrenbHocTa EI n p e n c T a s m e n M  anacm, ~ a 3 ~ a s e w 1 e  
rOCyAElp CTBOM. 



I I p m ~ t ~ m  BO Bmaiame H ~ ~ O J I ~ I X M ~  pn3~epb1 C n a ~ y r m a  cymecmyel 
B03kfOKHOCTb C03AaHlW ~ M X P O ~ K C ~ ~ P ~ ~ ~ H T C U ~ H O ~ ~  M A ~ M O H C T ~ ~ L L E T O H H O ~ ~  

~ O H ~ I  a~51 npouecca p e @ o p ~  B Y ~ p a m e .  





A e T d A b H W  s a c b o p > l m s  0 I<OMCKTEIBHOM A O r O B O p e  M e m y  ~ O C K O ~ I ~ T O ~ O > ~  

13 npo@c0103a~~~1; 
ACTdAbHCLX H H @ O P > ~ ~ I I  0 CTOHHOCTH TION-IOTO LTJ4KAa 3 K C I T A Y a T m E I  

a T O M H b M  ~ A ~ I c T P o c T C ~ H ~ ;  

~ e ~ a r i b ~ a ~  M H + O P M ~ ~ M R  o n e p e A a Y e  @EIJKY~CKEM C~OI-IAOB 

I I O A y r O C y A a p C T B e H H b I M  H M  HeTOCYAapCTBeHflbIi \ . I  w e X A e H E I R ? . l ;  

AeTClAbHasI H1l@0p?1aqMR 0 XcleCTHbDC El#fE.IHI.ICTPaTElBHbIX P ~ @ O P ~ I ~ X ,  

K O T O p b I e  A o m I b I  6b1~b n p O B e A e H b 1  B GAEI)K&LUE.I~ I3 6onee A A H T ~ A L H ~ I ~ ~  

n e p M o A ,  ~ P E I I I E I X ~  BO B H m r m x e  pa3~e~e11~1e o m e T c r s e r I H o c m  H 

0 6 ~ C r 1 e r e H E I e  KOM>IyH&%HbM I3 C O r p i a A b H b M  Y C A Y  El. IIPe&lOXeHHbIe 

M C X W E I 3 X b I  ~ E I H ~ C H P O B ~ ~ I ~ ;  

A e T d A b H a R  M H $ o P > ~ ~ I I  0 IIPKHRTO>I 33aXOHOAaTeAbCTBC &W H e A a B H O  

BBC,A,L'HHO~ C B O ~ O ~ ~ H O G  ~ I < O H O ? . I L ~ ~ C K O ~  3 0 H b I  B C H B C ~ I U ~ ;  

AeTaALHEU: E I I I ~ J ? o ~ M ~ I I  0 H a h O r a X ,  K O T O P b I e  BJLIMaTOTCR C c > p r d H E f 3 m G ;  EI 

A e T a r i b H a R  E I H @ O P > I ~ ~ E ~ R  0 C H C T e M e  r O p O A C K O r O  C H ~ ~ X ~ H H R  EI E p O q C A y p e  

n OAyYeHEIR KOI- ITPa<TOB H a  rOPOACKOC C H ~ ~ X ~ H H ~  ( ~ c A H  3 T O  cJ?UJ€?CTB\~~T). 

A e T a H a R  ~ f ~ c @ o p ~ a q m  o npewonaraemrx 3 ~ m a x  EI ~ - p a + ~ ~ e  
OCyrrTeCTE%AeHEIR I I p O e K T O B  MOB Y K P ~ I H ~ I  EI " ~ O ~ I I I O G  ce>lepm" c u,~&K) 

~ O H E I > I W E I R  O~'LC>IOB I3 B P e X B H E I  O C m e C T B A e H H R  ~ X O H O M M Y ~ ~ > I C K O ~ ~  

AeZTeAbHOCTEI B p e r U O H e  B CBR3EI C HEI>I; 

~ e ~ a m ~ a r r  EIHC~OP>I.I~LP~R o +EIH~HCOBLM ~exa~1~33iax  EI npoqeAypax 
n 0 C T a B O I i  ,&W O C m e C T s A e H H R  I l P O e K T O B  MOB C qellbro OqeHKEf 

norpe611ocm B recmoG pa6o~eG m n e ,  r ~ a h o m  ~ l .  o6ae31 yc,,yr; 
~ e ~ a r i b ~ a ~ r  M H + O P X ~ ~ H R  06 YCAOBEIRX EI n p o q e A y p a x ,  KOTOP~IJ IEI  

P y I t O B O A C m y e T C R  C Y ~ T  R A ~ ~ H O G  6e30nac~1ocm EWP, ,&w n o r - I a > I a r a a  

ueneG EI o r - p a - r m e ~ ~ ~ G    TO TO + 1 3 ~ a x c ~ p y o ~ e r o  MCTOYHEIK~; 

A e T h R b H a J r  E I H ( $ O ~ > I ~ E  0 O P e , A J I O A ~ a e > l O > l  I I ~ o @ C C C E I O H ~ I I W  X a p d K T C p C ?  

pa6orcG CHAM no n p o e K T a > I  MOB, n p e A o c T a B A e l c I H a R  EIFIOCTP~II-ILI>IB EI 

>ICCTHLIJlEI CTOPOHa>IEI,  &AH BbIRCHeHEIR HCO~XO,A,HMOCTH nOflOTOBKI3 EI 

n e p e n o W o T o B I c E i  > i e c ~ ~ o i i .  pa6o~eG C E I ~ I ;  

A C T ~ ~ I - I E L R  E I H ( $ O P > I ~ ~ M R  o ~pyrux c ~ ~ c E I , A , H ~ ~ C ~ I ~ I X  rrporpa>r>rax E I ~ M  

n p o e K T a x  I? n p e p y o A a r a e M b n r  EIMH ? I e c T H b r x  - ~ ~ Y A O B L I X  P e c y p c o B ,  KOTOPLIL' 

6yAy~ I I p H B A e Y e H b I  K p a 6 o ~ e  nowepmm qeneii MOB. 





(2) IIoniow oTaeny K W ~ O B  9A9C B penremar ~orrpoco~,  C B S I ~ ~ H H M X :  c 
pomHemrenr nepcosana, ri nomepxxa ~eo6xo~shforo yposw ~aml+m;awnl 
nepcosana, ~ o ~ o p a n Z o c ~ a e ~ c r r .  

OCHOBHLIM ~ I I ~ M ~ H T O M  ycnexa B B o n p o c e  n e p e n p o @ m ~ p o ~ a ~ k v ~  n e p c o H a n a  M 

p a c r u H p e m  BKOHOMMKEI C n a ~ y ~ m a  6 y n e ~  yposem ~ @ O ~ ~ ~ Y O B ~ H I - I O C T E I  

pa6osm W B C  H H a c e r r e m  ropona. 

Hcxope ~3 npmmm~a " ~ ~ ~ O ~ I ~ C H O C T ~  0 6 e c 1 ~ e c n e ~ m a e ~ c f 1  JIywue B c e m  

MH@OPMMPOB~HH~~MM JIIOmMH'', ,UOJDCHa 6 b 1 ~ b  C 0 3 n a H a  CMCTeMa OTKPbITOrO H 

C B O ~ O , E H O ~ O  n 0 T O K a  EIH@OPM~LU.M.  TO ~ p e 6 y e ~  aKTMBHOr0 F a C T H A  I? COrJIaCEISI 

h r e x a y  C T o p o H a m i  npoercra, T.e. p y ~ o ~ o n c m o ~  W 9 C ,  m a c T m m  Cnasy-rma H 

u e m = p m m m  n p a B m e m c - r B e m - m m i  o p r a H a m .  T a ~ e  cYkiTae-rcs orem 
BZi>KEEbIM, Y T O ~ ~ I  ~ ~ ~ O T H I I K E I  %3C 6~1.n~ I I ~ O M H @ O P M E I P O B ~ ~ I  lIepBbIMEI 0 

K ~ K E M - J I M ~ O  ~ M ~ H ~ H Z I R X  ~a c T a m  R COCTOEIHEM npoeK-ra no commb~bar 
IlOCJIeACTBHBM 3aKPbITEISI CTaHLLI.M.  TO 06ecnewi~ TO, YTO OHM 6 y m ~  3 H a T b  0 

c~oer'i n c ~ b ~ e b e l ' i  cym6e ki3 MeCTHIaPi HCTOYHEMOB P a H b W e ,  s e M  06 Y r o M  

C O O ~ L U ~ I T  H a L M O H m b H W  m M  M e v a P O P ; H a  npecca. Ha OCHOB~i-MH 3TOTO 

p e K o h . i e H n y e T c s  c o 3 n a ~ h  H ~ ~ ~ B M C ~ I ~ I  uene~or'i EIH@O~M~LMOHH~I$I U I ~ I I T ~  B 

Cna~y- rme ,  KOTOP~G pacnpocTpam 6 b r  EM@OPM~UEIK) ~a pa3mm ~ ~ O B H F I X .  



H~CMOTPR Ha TOT (@KT, YTO ITOJIHZl KapTMla lIpO@e~~ki~~ajlbHbIX 
~ o m e r e -  ~pynosbrx pecypcoB W B C  eure He sasepme~a ,  HeKoropbIe 
MepOllpMsrTkIcI CL?MTaeTCR H ~ O ~ X O ~ ~ ~ I M  npOBeCTH KaK MOXHO CKOpee. 
H p m e s e m e  6bmruero nepcoHwra YABC K npoeKTaM, C B R ~ ~ ~ I M  c 
M ~ M O ~ ~ H ~ ~ M O M  "6o~rbmoii C ~ M ~ P I ~ M " ,  ~ p e 6 y e ~  ~ ~ O @ ~ C C F I O H ~ A ~ H O ~ ~  

nepenomoTosm. B n o n o m e m e  K ~ e m e c ~ o f i  ~ O L I T O T O B K ~  M nepenom-OTOBK~ 
cymecTByeT H ~ O ~ X O ~ O C T ~  ~ O ~ O T O B K E I  B c@epe npempmamaTenbTcsa EI 

ynpaBnem.  Iloa~ohry peKoMeHnyeTcsr cneaylowee: 

Ha cpemnom EI a m ~ m m  nepcrremmy CyuecmyeT B O ~ M O ~ O C T ~  CoxpamTb 
mfemrrreecrr Karecmo y p o ~ m  m3m Cna~y-rma, nosbIcm pa3~006pa3~ie ero 
~KOHOMEIXI?. B HacTomuee Bpe~wi B ueH-rpe BHEiMamw H ~ X O ~ T C R  KPH3MC, 
KOTOP~IG meeT Memo yxe ceihac. BTO ecTecTseHHo EI TaKoe pa3~1lme 
co6bn?.di nonorrmercri c o 3 a a m e ~  cpeaI ,  omcamof i  B pa3aene 1. O m a ~ o  
C ~ ~ B Y T M Y  RBIIIICTCR MeCTOM, rAe co6pam1 B~ICOKOK~~TIM@EIUEIPOB~HH~I~ 

L?eJIOBereCKEIe PeCypCbI, KOTOPbIe HCO~XOLMMO COXpaHEITb I.i C ~ O C O ~ C T B O B ~ T ~  IIX 
p a 6 o ~ e  B o 6 n a c ~ m ,  H ~ H ~ H H O  B ~ ~ I X  rn 6yny11.1ero y ~ p a m ~ ,  Hanpmep, 
3~ep1-m.  Meponp%mm,  C B R ~ ~ K ~ I ~  c MOB, o6ecnesar pa3nmmIe 
B O ~ M O X H O C ~  m 0 6 e c n e ~ e m  ~ ~ ~ O C T M  H P ~ ~ B H T P I R  n p e m p m ~ ~ 6 i .  
Cna~yT%~-q 6 y a e ~  ~ a ~ 6 0 n e e  JIOTMYHO~ 6a30ii mri MHOCTpaHHbB llOAPRL[YEIE;OB, 



KOTOpacI n o ~ p e 6 y e r c ~  EIM ms pyKOBOACTB3 p e ~ 1 3 3 a ~ e ~ i  l7pOehTOB "6onbmoii 

c e ~ e p m " .  Z U ~ p o ~ i  cneK-rp T e m m e c m x  13 CepBEicmm npennplur~d i  

norpe6yercrr DJM COTpyKHlNeCTBa C EMOCTpaHHbIMM nOApIILTIkIXaMJ.1. B a m o ,  
Y T O ~ ~ I  ~ ~ L T T M  C03AaECbl MeXaHkf3hibI j3W 06ecneqe~1.111 B O ~ M O ) K H O C T ~ ~ ~  Taaihi 

MeCTHbIhf npeDlpKHTHS34 ~ O ~ H O M ~ C L L I T ~ ~ H O  WaCTBOBaTb B DaHl-BI); npOeKTaX. 

Y ~ M T ~ ~ B ~ R  ponb W 3 C  B m 3 m  m o r m  nmnefi B Cnasy-r~re  II ero 
OTOPBaHHOCTb, CTaHLWX MOrna 6b1 CbqaTb a K T k l B W  POnb B IlpOueCCe 
IIOBbNeHEirr pa3~006pa3~s1  BKOHOMEIYCCKOG >KM3HI?. 

I I p a ~ m e m c ~ ~ o  T a m e  n o m o  O ~ ~ C ~ I ~ Y E I T ~  Tame ~ e x a m 3 m 1 ,  'KoTopbIe 6b1 

CTPMyJMPOBaJlM I4 "~TOATOJI~<H~.KM?' MCC- 3KOHOMKKY C TeM, Z I T O ~ ~ I  B 

crryYae n o m e m e  m 6 o g  ~ o ~ o i i  MHEIYE~~TMB~I ,   OH^ 6b~na  y c n e m o  
ocyruecmneHa. Heo6xomo  C ~ I O C O ~ C T B O B ~ T ~  p a 3 ~ k i ~ m  n m ~ e i b m m  
hleXZtHZ.I3PrlOB, T a m  KaK KOHTPaKTHbIe YCJIOBm, 0 6 e c n e ~ m a m ~ ~ ~  
lTpMBJIe¶eHMe MeCTHbrX CELTI. ~ O C K O M ~ T O M Y  CJIeaeT l7pe,IIJIpHHKTb yCELTIli9, 

Y T O ~ ~ I  06e~lIeWITb BbIl-IOJIHeHMe KaK M o m 0  60nbmer0 0 6 b e ~ a  p a 6 0 ~  no 
06ecne~ewi10 ~i p e a ~ 1 ~ 3 a m  npoeKToB "Gommoii c e ~ e p m ? '  B Cnasy-rme. 

IIosbnrremie pa3~006pa3m ~KOHOMMXEI C n a ~ y ~ w a ,  B m q a e T  He T O J I ~ K O  

co3aame HOB~IX p a 6 0 w  MecT 6naronap~ ~ ~ ~ B E I T M X )  npempmudi,  HO T a m e  
~ K O H O ; L ~ ~ C K O ~ ~  p e c ~ p y ~ y p k i 3 a r n  %3C no Mepe nepenam cepsEicmm cnyx6 
n ~ 6 0  MeCTmIM BJIaCTRM, I I E I ~ O  IIeHTp&TbHOMY nPaBIITeJIbCTBy, n1360 

nosryrocynapcTBe-m PI Y a c m m  npempmTrm.  npearrarae~cx, YTO npEi 
o c y u e c m e m  naHHoro npouecca n p m e m b c R  cnepymme nomonar: 



eoco6oe s m a m e  ynemeTcR C ~ L T I ~ H ~ I M  C O L M ~ J I ~ H ~ I M  M ~ y m ~ ~ p ~ b m . i  

MHIlUMaTIlsaM B llOJIb3Y TCX MeCTHbM rpyrEI H C O O ~ ~ ~ C T B ,  YbS1 

XPi3HeHHOCTb B ~ H ~ Y M T ~ J I ~ H O ~ ~  CTeneHEI He 3aBEICkZMa OT C O U J ~ W I ~ H O ~  

I I ~ O M ~ B O ~ C T B ~ H H O ~ ~  POJM C0CTaBIIIFK)LZSIIX MX YJICHOB. Tame m,@i 
a a ~ n r r e p e c o ~ a m ~  B p e m ~ 3 a m  CBOEX cowmHo-3KoHo;CM[yecm 

npaB KaK rp;urcAaHcmar n-paB, a He sepes pacnpeneneme npas, 
o n p e n e m e m  KopnopaTmmm mTepecam;  

eoco6oe BHEiMaHEie ynemercs BbIIlarreHEno T a m  rpym: artonoroB, 
rpa>IcnaHCKEnt CWaruI?x, HO ~ a m e  neHCHOHepOB r? J U O ~ ~ I X  Apyrl4X 
COLMWibHaIX wrz? B03PaCTHbM TpTEI, YbEI B3~EZMOOTHOLLIe~ C 

K O P ~ O P ~ T ~ I B H O ~ ~  C H C T ~ M O ~ ~  (B naHH0h.i CrryYae WBC) ,  YbR CHTyaL@W 

pe3KO Y X y m a C b  TI0 Mepe TOrO, KaK BbIpOCJIa CpaBHeHHlO C 

npOrrrrzbIM EIX 33BHCEih.lOCTb OT rOCYAaPCTBeHH7jIX ~ 0 T i l m ;  

l p a 3 ~ m a ~ b  C ~ O C O ~ H O C T I ?  nepexoaa H yKopeHem y Mecmoro 
H a c e n e m  BepbI I; CBOH C ~ O C O ~ H O C T M  C03naTb C O ~ C T B ~ H H ~ I ~  

npempmrm PI npaBo Ha a ~ c n e p m e m ;  
n p e m p m r b  y c m m  narb CBO~OAY pa311mm1~ mTepecahi, nonroe 
BpeM cocyruecmoasmm B npenenax Kopnopammm paMoK W B C ;  

l H C I I O J I ~ ~ O B ~ T ~  c y m e c m y m m e  Mec-rmIe ~ p a m  caMoynpameHEur, 
y n p a m e m  roponoM H co3name npennpm~ydi  H HanpaBMrb y c m  
Ha pa3BI.iTMe UlbTepHaTEIBHbM ~ 0 ~ e J I e f i .  

l l p o e m ~  MOB npemaraIoT mpoKEiii cneKTp n p m r x  EI. K o c s e m r x  
B O ~ M O X H O C T ~ ~ ~  B 0 6 e c n e ~ e m  ~~HFITOCTZI .  F t a c ~ ~ b ~ e  M norryYacTHaIe MecTmIe 

npemrpmTm MOW 6b1~b ~KTHBHO P I C ~ O J I ~ ~ O B ~ ~ I  B Kagecme napmepoB 
mocqaHHam n o n p m m o ~  B T e x m e c m  ~ . i  CepBxcmm ~onpocax. K 
c o x a n e m ,  B Cnasynme mee-rcs oYem ~ a r r o  npennpmmii, c n o c o 6 m ~  
B b m O m b  T a m  ponb. & Pi33BMTlW npempmwii ,  cnoco6mrx 
aKTKBH0 PaCTBOBaTb B M e P O n P ~ T W l X  B CBR3M C npOeKTaMM "6omruoi3 
c e ~ e p m " ,  ewe e c n  s p e m .  l l o a ~ o w  peKoMeHnyeTc2 m p e w e m  3~0i3 
npo6nem1 npennpmimb pm neiic~sEiii. 



(11) B Cnasynrre nonxeH 6bmb C O ~ A ~ H  +rrmian a i e ~ c ~ o r o  areHTcTsa no 
PaasriTiiK~ 6~3Heca, rromeprnrmaehi~~~i EC TACHC. OH 6b1 hior HaSaTb CBOH) 

pa60l.y C peryJl5lpHbtX BMe3AHarx ~~HcyJIb~awa'i, ,QO TeX IIOp IIOKa He 6mJT 
npenocTaanew ~ e o 6 x o n r w e  nohiememirr. Tame ,  B Cna~yr~me nomeH 6 ~ ~ b  
C O ~ A ~ H  @rimran &esc~oro yeHTpa nenosm csmefi, nomepmisaemfi EC 
TACHC, KOTOPW"~ HanpasmeT @OHAM EEPP ,qm ~ ~ ~ B I I T L I I I  cpenmtx H h r a m m  
IIPe~np~irrTlifi. 



K ~ K  TOnbKO CTaHeT nOHSITHa CTPyKTYPZl C y I L t e C T B y l O W  I1 

no - remmmmm npempmrm? Cna~y-rnra, nonma 6 b 1 ~ b  o c H o s a H a  c n c l e h i a  

O ~ a C J l e B b I x  CepBMCHbIX UeHTPOB. ~ T M  U e H T P b I  ~Y.QT npeLlOCTaBE4Tb YCrrqlrIi B 

caepax ~ a p ~ e ~ r m a ,  T e m e c m  ~ o n p o c o ~ ,  6yxrm~epc~om y r e T a  r i  B 

~ L I M H H N c T ~ ~ T M B H o ~ ~  caepe. BTO MOXCT 6 b 1 ~ b  CBSI3aHO C L I ~ H H o ~ ~  
p e ~ o ~ e ~ n a m e G .  

npO@PiJIb  pa6oseii CkLTIbI %3C TaKOB, 9 T O  OH MOXeT 6 b 1 ~ b  IlJlOAOTBOpHO 

HCllOJIb30BaH B M H O ~ O O ~ ~ L U ~ I O ~  aJIbTepHaTMgaX, CBR3aHHbIX C 

3 ~ e p r o c 6 e p e x e m e ~ .  ~ O ~ T O M ~  p e K o M e w y e T c r r ,  4~06b1: 

OYe~~lwm H e o n p e n e n e m o c T b  B C ~ O C O ~ H O C T I ?  YA3C n o m e p m M s a r b  

KOMMYHilTLbHbIe M C O m a J T b m I e  crrym6b1 ~ p e 6 y e ~ ,  9~06b1 CpOYHO 6 b m  IIPHHXTb'bI 

M e p b I ,  cnoco6m1e p e W T b  3TY npo6~1e~y.  Ha 3~0fi CTamiM OTCflCTBYeT SCHaFI 

K ~ P T I I ~ ~ ~  B ~ ~ ~ O O T H O I I I ~ - i  W B C ,  ~ O C K O M ~ T O M ~  13 n p m  
l T p a B n T e J I b C T B e H H 3  ClpyK?yp.  O~JJ-I~KO, H e  O X k W M ,  n 0 K a  npORCHcITCX @ ~ K T ~ I ,  

OTHOCR3UEIeCEI K 3TklM B 3 a M M O O T H O I L I e ~ ,  KOTOPbIe HCO~XOEMM~I EJH 

nm~ei:rmero a ~ m m a ,  B T.Y. ~OEOTOBKM A e T m b m m  ~onerreti nepexona ~ ~ ~ 7 x 6  
H a  c ~ ~ ~ o @ I T H ~ H c I ? ~ o B ~ H L I ~ ,  PeKOMeHnyroTCR HeKOTOpbIe MeXilH713MbI 

0 6 e c n e ~ e m  3 ~ m  c w 6  B 6yayrue~.  

(15) I I o ~ r o ~ o ~ r r ~ b  B KopoTmre cpom nnaH ~nm r.Cnasyrr~a, ~oropbni 
~e~ami3riposan 6~ ~ 0 3 n r o ~ e  I I C T O Y H I ~ I  BoxoAa ri nepBoogepenHbIe pacxow 
nsrrr ropona, IioTopMe 6 ~ m r  6b1 CornacoBam c OpraHami u e ~ ~ p a m ~ o r ' r  snacni. 
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