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EXECUTIVE SUMMARY 

In September 1997 the US AID-funded Market-Onented Farm Support ACtIVIty (MOFSA) 
project lffiplemented by Chemomcs InternatIonal Inc ImtIated the development of a strategIc plan 
for promotmg agnbusmess mvestment m Vologda Oblast The mvestment promotIOn plan that 
resulted from the strategIc plannmg process can gmde the oblast m competmg for mvestment 
funds m a market economy The process and the plan may be useful to other oblasts and other 
sectors 

An lffiportant result of the process was the establIshment of an mterdepartmental 
commISSIon to promote mvestment m oblast agnbusmess fIrms from external sources The 
commISSIOn conSIsts of representatIves from the Department of Agnculture, Department of 
EconomICS, State Property Management CommIttee, and the LegIslatIve Assembly 

To lffiprove the mvestment cllffiate m Vologda, the commISSIon proposed to focus the 
oblast adm1ll1stratIon's resources on four objectIves mvestor serVIces, the legal envIronment 
management SkIlls, and mformatlon serVIces The commISSIon deCIded to use three methods
pubhcatIons, exhIbItIOns, and trade mISSIons-to promote mvestment opportumtles 

ThIS report descnbes both the strategIC plannmg process and the plan that was developed 
through the process 
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A Background 

SECTION I 
INTRODUCTION 

In September 1997, the US AID-funded Market-Onented Farm Support ACtIVIty (MOFSA) 
project lffiplemented by Chemomcs InternatIOnal Inc mltlated the development of a strategIc plan 
for promotmg agnbusmess mvestment m Vologda Oblast Centered around an eIght-week 
assIgnment by agncultural economIst Kmgsley Bash, assIsted by MOFSA consultant Alexander 
Aleksm, MOFSA dIrectly addressed the oblast admmistratIOn's llffilted resources and skIlls m 
agnbusmess mvestment by developmg a plan based on a strategIc plannmg process The resultmg 
mvestment promotIOn plan can gUIde the oblast m competmg for mvestment funds m a market 
economy 

MOFSA's fIrSt step m the strategIc plannmg process was to gam the support and 
cooperatIon of the Vologda admmistratIOn and LegIslatIve Assembly ThIS was accomplIshed by 
draftmg a decree, SIgned by Governor Vyacheslav Pozgalev on September 22, 1997, establIshmg 
an mterdepartmental commISSIon to promote mvestment m oblast agnbusmess frrms The 
commISSIon consIsted of representatIves from the Department of Agnculture, Department of 
EconomIcs, State Property Management CommIttee and the LegIslatIve Assembly CommISSIOn 
members mcluded Leomd V Frygm, Galma F Burzeva, Olga N KulIlova, VladlffiIr V 
Vorapayev, and Anatoh V Monastyrov, Department of Agnculture, Olga V Petrov, MIkhaIl D 
Lazarev and Albert Baskov, Department of EconomICS, Tatyana A Andreeva, State Property 
Management CommIttee, and VladlffiIr N Petrov and Anatoly M Harpov, Vologda Oblast 
LegIslatIve Assembly Mr Bask and Mr Aleksm proVIded technIcal aSSIstance 

The purpose of the agnbusmess mvestment promotIon commISSIon IS to attract external 
mvestment' 1 e , mvestment from sources outSIde Vologda Oblast, both RUSSIan and foreIgn, 
excludmg mvestment by the RUSSIan government orgamzatIons The commISSIon has a three-year 
plannmg honzon CommISSIon members and theIr departments m the oblast admimstratIOn are 
Jomtly lffiplementmg the agnbusmess mvestment promotIon plan that was developed m the 
strategIC planmng process The plan can be modIfIed for attractmg mvestment to other mdustnes, 
both m Vologda and throughout RUSSIa A detaIled lffiplementatIon plan IS avaIlable m a 
compamon report 

The commISSIon expects external mvestment m RUSSian agnbusmess to mcrease m the next 
three years Vologda Oblast's partICIpatIon as a reCIpIent m thIS early stage of external mvestment 
aCtIVIty WIll prOVIde the fmancial and technologIcal resources the oblast needs today and 
sIgmficant competItIve advantages It WIll need m the future 

B BaSIS for StrategIc Planmng 

After the establIshment of the commISSIon, MOFSA's next step m laymg the groundwork 
for a strategIC mvestment plan m the oblast was to proVIde the logIstIcal and conceptual baSIS for 
the planmng process Mr Bash and Mr Aleksm worked WIth members of the commISSIon to 
draft a mISSIon statement The commISSIon began thIS task by defmmg terms, acknowledgmg the 
members' dIfferences m polItIcal and mvestment phIlosophIes, and IdentIfymg common 
mvestment goals Only then dId the commISSIOn formulate an approach to stlffiulatmg external 
mvestment m local agnbusmess by RUSSIan and foreIgn partIes 
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In early October 1997 the commISSIOn defIned a senes of planmng assumptIons In order to 
restrIct Investment goals and objectIves to vIable opportumtIes and avaIlable admInIstratIOn 
resources To establIsh clear goals for stImulatIng Investment the commISSIon developed a lIst of 
"threats and opportumtIes" In the current busIness enVIronment and strengths and weaknesses 
of the oblast admmIstratIOn m promotmg mvestment Based on these lIsts, the commISSIon 
IdentIfIed two goals for stImulatmg external mvestment (1) create a publIc polIcy enVIronment 
conducIve to mvestment and develop fmancIally attractIve local agnbusmess f}fms as targets for 
mvestment and (2) promote local agnbusmess mvestment opportumtIes to mvestors outSIde the 
oblast 

Several weeks later, as MOFSA transferred leadershIp of the commISSIon to the oblast 
admIlllstratIOn, the commISSIon IdentIfIed objectIves to measure ItS success m achlevmg the goals 
To Improve the mvestment clImate m Vologda, the commISSIon proposed to focus the 
admmlstratIOn's resources on four objectIves Investor serVIces, the legal enVIronment, 
management SkIlls, and mformatIOn serVIces The commISSIon deCIded to use three methods
publIcatIOns, exhIbItIOns, and trade mISSIOns-to promote mvestment opportumties Subsequently, 
the Job of assessmg these ObjectIves was allocated to commISSIon members, who drew up task 
hsts and ImplementatIOn schedules for each objectIve 

WIth the transfer of the strategIC planmng process completed, commISSIon members began 
prepanng for an agnbusmess round table at an mvestment conference November 3-8, 1997, m 
Cherepovets 
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SECTION II 
AGRIBUSINESS IN VOLOGDA OBLAST 

A AgrIcultural CondItIOns 

The pnmary agncultural mdustnes m Vologda Oblast are daIry farmmg and milk 
processmg, timber harvestmg and lumber products, flax production and processmg, and poultry 
production In the fIrst half of 1997, agncultural condmons m Vologda Oblast began to show 
SIgns of recovery While the gross reglOnal product declmed 3 percent m the fIrst quarter of 
1997, compared to the fIrst quarter of 1996, agncultural output mcreased 5 percent m the same 
penod and contmues to grow and raw milk productlOn rose more than 10 percent WIth most 
agnbusmess frrms pnvatIzed, the overall mvestment cllffiate m the oblast IS lffiprovmg Vologda 
Oblast ranked 18 out of over 70 Oblasts and kray m the RUSSIan FederatlOn m an 
"entrepreneunal cllffiate" study conducted m 1997 by the RUSSian Expert InstItute and the 
Moscow State Umversity Laboratory for ReglOnal AnalYSIS 

Al DaIry 

The dairy mdustry expenenced an abrupt turnaround toward mcreasmg output and profits 
m the second half of 1997 Dunng the frrst half of 1997, the growmg demand for milk and 
processed mIlk products and the competltlon between mIlk processors for raw milk supplIes 
resulted m hIgher mIlk pnces and lffiproved management of daIry farms The 10 percent mcrease 
m total milk production occurred despIte a 7 percent reduction m SIze of dairy herds, due to 
culhng The quahty of mIlk produced m Vologda also lffiproved dunng the past year, resultmg m 
a 12 percent mcrease m Grade A milk YIelds and premIUm pnces of chIlled Grade A mIlk 

The market for Vologda darry products has grown durmg recent years m the oblast and 
throughout RUSSIa Basmg theIr marketmg strategIes on Vologda's natlOnal reputatlOn for hIgh 
qualIty daIry products, oblast mIlk processors extended theIr product hne and expanded to 
penetrate large metropohtan markets m Moscow, St Petersburg Yaraslavl, Arkhangelsk, and 
Murmansk WIth mimmal promotion, Vologda butter keflr, sour cream and cheeses successfully 
compete WIth heaVIly advertIsed Western lffiports The oblast exported more than 31,000 tons of 
daIry exports to other oblasts m 1996, eIght tlffies the quantity of lffiported products 

Vologda's darry markets m Moscow and Arkhangelsk are particularly successful In 
Arkhangelsk, Vologda daIry products have dnven away VIrtually all competItors In Moscow, 
trIal sales to hIgh-end grocery stores mdlcate an mcreased demand for Vologda dairy goods by 
affluent Moscow consumer, a market segment that IS potentially greater than the entIre Vologda 
Oblast dairy market 

A2 Meat Products 

CommercIal beef and pork production began m Vologda Oblast m the early 1970s m 
response to a growmg demand for meat products ProductIon was concentrated m several large 
beef and hog farms The major obstacle to meat productIon-the hIgh cost of quahty feed-was 
overcome m the command economy by tradmg the oblast's surplus milk for hIgh-protem feed 
produced m southern RUSSia WIth the collapse of the command economy, feed costs rose 
dramatIcally and the oblast's meat mdustry went mto a rapId declme 
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Vologda pork productIon IS dommated by two large hog complexes located between the 
CitIes of Vologda and Cherepovets Both farms face nsmg feed costs and declmmg average 
weIght gams, WhICh m 1996 averaged 234 grams per anlffial per day Volodga produces 
neglIgIble beef VIrtually all commerCial beef IS a result of cullmg daIry herds Beef productIon 
costs are typIcally hIgher than farmgate beef pnces 

A3 TImber and Lumber 

The tImber mdustry IS a major agnbusmess m Vologda Oblast Over 70 percent of the 
regIOn's 56,000 square mIles IS covered by spruce, pme bIrch and aspen forests As a leadmg 
export product, tImber has attracted nearly three-fourths of all mternatlonal mvestment m the 
Oblast m recent years Western mvestment m tImber fIrms has mcreased the level of technology 
m thIS mdustry Many tImber and lumber fIrms add value to theIr products by addItIonal 
processmg, WhICh mcreased the productIon of compOSItIon board doors, and plywood by 22 
percent, 22 percent and 11 percent, respectIvely, m the fIrst quarter of 1997, compared to the 
fIrst quarter of 1996, despIte the 16 percent declIne m raw tImber productIOn 

The market for Vologda tImber products IS changmg Exports of tImber and wood products 
decreased 15 percent from 1995 to 1996 whIle domestIc markets-partIcularly the market for 
solId wood panelmg-mcreased Accordmg to the chIef executIve offIcer of the Sokol Loeschen 
wood processmg plant, the demand for panehng m some RUSSian markets IS stronger and pnces 
are hIgher, than m European markets 

A4 Poultry 

The oblast's two major brOIler producers have expenenced dramatIC changes m theIr 
competItIve envIronments and as a result have changed theIr structures and productIOn 
technologIes The Cherepovets ChIcken Factory, for example, modermzed 11s productIon facIlItles 
to meet world standards In 1996, It replaced ItS former RUSSIan genetIC stock WIth hIgh-YIeldmg 
French ISA-Vendette bIrds, rebUllt half ItS poultry houses, mtroduced shnnk wrap packagmg, and 
sought fmancmg for a feed mIll 

DespIte mcreasmg competItIOn from U S chIcken producers, nsmg productIOn costs and 
dechnmg consumer purchasmg power smce 1993, broIler producers are regammg market share 
from foreIgn competItIon by takmg advantage of theIr abIhty to prOVIde fresh chIcken products 
BrOIler sales fell 5 percent m 1996, but m the fIrst half of 1997 broIler producers mcreased sales 
of fresh chIcken products to upscale Moscow markets where pnces are sIgmfIcantly hIgher than 
m Vologda Oblast The Cherepovets ChIcken Factory plans to sell 100 tons of chIcken breasts 
annually to Moscow supermarkets Egg productIOn by the SIX pnncipal producers m Vologda 
Oblast has remamed relatIvely stable Egg sales mcreased 7 percent m 1996 to 350 mIllIon umts 

AS Flax 

The flax mdustry mcludes 16 processmg plants where seed and fIber are separated and two 
spInnmg factones known as flax combmes, where fIber IS converted to yarn and fabnc 1 5 
meters WIde DespIte the hIgh qualIty of Vologda flax products, flax productIOn fell 36 percent m 
1996 due to the fmancIaI problems of local spInnmg factones, outdated eqUlpment WhICh prevents 
spInnmg factones from producmg cloth at the mternatlonal standard WIdth of 1 6 meters, and 
management errors New consumer preferences for natural fIbers proVIde a mche market 
opportumty for locallmen producers For example, VOltri Plus Kmtwear company of Vologda 
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Section /I Agnbusmess m Vologda Oblast Chemomcs InternatJOnallnc 

has acqUIred new customers m Western Europe and the Umted States The problems facmg lmen 
processors contmue to reduce flax productIon m the oblast although a recovery IS antlcipated due 
to Vologda's partlCIpatlOn m the Federal Flax Program and to support from leadmg clothmg 
manufacturers m terms of favorable payment terms and plannmg strategIes 

B Agflculture Fmancmg 

Bl AgrIcultural Credit 

SIxteen commercIal banks operate m Vologda Oblast but few provIde loans to 
agnbusmess Agroprombank devotes 60 percent of Its loan portfolIo to agncultural credIt, 
amountmg to approxImately $9 mlllIon m 1996 Agncultural credIt from other banks IS 
neglIgIble Metkombank has outstandmg loans to only two agnbusmess fIrms m Vologda Oblast 
Only 7 percent of Vologda Bank's loan portfolIo IS m agnbusmess Sokolbank and Vologzhamn 
Bank have no outstandmg agncultural loans 

B2 ForeIgn Investment 

ForeIgn mvestment m Vologda Oblast dunng 1993-1996 totaled $36 mIllIon ForeIgn fIrms 
are slow to penetrate Vologda's agncultural sector Most foreIgn mvestment m agnbusmess IS m 
food processmg eqUIpment and m the tImber mdustry Of Vologda's 160 Jomt venture compames 
mvolvmg mvestment partnershIps between Russian and foreIgn partners, 35 percent are m the 
tImber and wood processmg mdustries Tertra Pak, a ScandmavIan fIrm, sells and leases mIlk 
processmg eqUIpment to Vologda daIry processors Tetra Pak eqUIpment IS deSIgned to use ItS 
own packagmg matenals, so Tetra Pak successfully dommates the market for daIry product 
packagmg 

113 



I' 
I 
I 
I 
I 
I 
I 
I 
I , 
I 
I 
I 
I 
I 
I 
I 
I 
I 

SECTION III 
STRATEGIC PLANNING METHODS AND PROCESS 

A Process Components 

The strategic planrung process, descnbed m detail m Appendix A, combmes several 
methods (I) bramstormmg technIques mvolvmg unexpected combmatlOns of Ideas m order to 
create new solullons, (2) plannmg assumptIons and goals that set realIstic parameters to evaluate 
new Ideas and solutIons, and (3) consensus decision-makmg Throughout the planmng process 
moderators playa cntIcal role by remmdmg planners of the constramts of plannmg assumptIons, 
askmg open-ended questlOns, and orgarnzmg mformatIon m creative ways to stnnulate new Ideas 
The plannmg process used to develop thIS agnbusmess mvestment promotIon plan followed the 
steps descnbed below 

MISSion statement The process began With the development of a statement of the purpose 
of the plannmg exerCIse and defmlt10ns of key termmology (see "mISSIon statement" sectlOn 
below) 

Planmng assumptIons The next step was to assess "external opportunItIes and threats" m 
the mvestment enVIronment and "mternal strengths and weaknesses" m the oblast admmistratIOn's 
abilIty to mfluence mvestment behavlOr The resultmg lIst of plannmg assumptions were used to 
assess subsequent Ideas and proposals and to constram them to realIstic parameters (see "plannmg 
assumptlOns" sectlOn) 

Goals The plannmg assumptlOns were orgarnzed mto major categones WhiCh suggested 
general goals 

ObjectIves Once the goals were establIshed, planners used bramstormmg technIques to 
develop a lIst of potential objectives for each goal The potentIal objectIves were organIzed mto 
categones, and mmor objectives were combmed mto major Objectives 

StrategIes Major Objectives were sorted mto categones ( e g mformatlOn systems, 
regulatory Issues, advertlsmg and promotIon) to suggest overall strategies to gUIde the 
nnplementatIon process and stnnulate mvestment (see "mvestment promotIon strategy) 

Tasks Tasks and schedules were speCified for each obJectIve, forcmg planners to conSider 
the proper sequencmg of tasks and the resources that Will be reqUIred (see companIon report 
contammg the detaIled nnplementatlOn plan) 

SchedulIng A schedulIng committee organIzed tasks mto a master nnplementatIon 
schedule 

Transfer of leadership Moderators relIed on planners to proVIde all mformatlOn, make all 
deCISIons and nnplement the resultIng Investment promotIOn plan The transfer of leadershIp 
from moderators to commISSIon members occurred spontaneously as moderators acknowledged 
lnnlts to theIr understandIng of local government InstItutIons and as natural leaders emerged from 
the group 
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Management support From Its mceptlon through lIDplementatlon the strateglc planmng 
process had the actIve support of top management WhICh formally establIshed the plannmg group 
and endowed It WIth explIcIt responsIbIlIties and authonty Top management was mvolved at all 
stages of the plannmg process and mformed of sIgmficant decIsIons, such as the determmatIon of 
goals and strategIes 

ImplementatIOn The lIterature on managmg change IS extensIve Several reqUIrements for 
successfully managmg change are worth considenng here Change reqUIres a dnvmg force to 
overcome the mevitable sources of reSIstance Change also reqUIres a shared VISIon of the 
potential benefIts to be gamed by lffiplementmg the change ThIS VISIon must be commumcated 
and repeated untll It becomes an establIshed and shared truth of the organIZatIOnS mvolved 
Planners usually do not have adequate authonty to lffiplement change, sIgmficant changes 
typIcally reqUIre the leadershIp and long-term, actIve support of top management A sense of 
urgency IS helpful m mamtammg momentum and IS cntIcal to the successful lffiplementatIon of 
any plan mvolvmg sIgmfIcant change Short-run victones are also helpful m mamtammg 
momentum and organIZmg support Change usually reqUIres more tlffie and effort than 
antIcIpated, so It IS lffiportant to aVOId premature declaratIOns of success 

B MIssIon Statement 

The commISSIon developed the followmg mISSIon statement m the strategIC plannmg 
exerCIse 

The goal of the Vologda Oblast admmIstratlOn IS to ensure the welfare of the CItIzens of the 
oblast One of the prlffiary condItIons for theIr welfare IS the eXIstence of a stable, developmg 
and profItable oblast economy By creatmg a set of condItIons favonng economIC development, 
the admmistratlon faCIlItates growth m the tax base, creates new Jobs, mcreases mcomes and 
lffiproves lIvmg condItIons The Vologda admmistratIOn recognIZes the lffiportance of agnbusmess 
to the economIC development of the oblast As a sIgmficant portIon of the oblast conSIsts of rural 
communItIes, the welfare of the oblast largely depends on the success of Its agnbusmess sector to 
generate revenues needed to support SOCIal serVIces m rural commumties 

The role of the oblast admmistratlOn m agnbusmess development IS to maXlffilZe the 
benefIts from publIc sector aSSIstance by creatmg condItIons condUCIve to economIC growth 
mcludmg, where appropnate, government mfluence on agnbusmess fIrms, mcludmg the fmancial 
and economIC mstruments the oblast admmistratlOn has at ItS dIsposal 

Agnbusmess development reqUIres mvestment Smce the agncultural sector IS not an 
mvestment pnonty for the federal government, support for agnbusmess IS needed at the oblast 
level Smce few agnbusmess fIrms can procure loans from commercIal banks on conventIonal 
terms, and smce the admmlstratlon has only llffilted resources to mvest m agnbusmess 
development, the remamder of the funds needed for agnbusmess development must come from 
pnvate mvestment 

The crlflcal mlSSlOn of the admmlstratlOn with respect to agnbusmess mvestment 1S to 
st1mulate external mvestment by Russzan and fore1gn mvestors, mcludmg agnbusmess firms, 
nonagnbusmess firms, pnvate mvestment compames, nongovernment mvestment funds and 
commerczal banks 
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C Plannmg AssumptIOns 

The followmg planmng assumptIons were developed after an extenSIve assessment of 
"opportumtIes and threats" m the mvestment enVIronment, and the "strengths and weaknesses" of 
the oblast admimstratIon m promotmg agnbusmess mvestment ThIS assessment was conducted 
by the Vologda Oblast admimstratIOn usmg the matrIX prOVIded as Annex B 

Cl Investment OpportumtIes 

General economIC condItLOns m Vologda Oblast WIll show SIgns of Improvement durmg the 
next three years 

The declme m agncultural productIon after the 1992 pnce hberahzation and subsequent 
mcrease m the dIfferences between agncultural and nonagncultural pnces was less severe m 
Vologda than m neighbormg oblasts, and much smaller than the natIonal average WhIle other 
oblasts are ahead m terms of economIC development and external mvestment, Vologda Oblast has 
the potentIal to recover qUIckly from Its current agncultural cnSIS because It suffered less than 
other oblasts m northwestern RUSSIa 

The reSIlIence of Vologda's economy IS largely due to the strength of ItS steel mdustry 
However, heavy relIance on a smgle mdustry suggests that the oblast should dIverSIfy ItS 
productIOn Vologda's dependence on lffiported feed grams suggests that It should mcrease gram 
productIOn The neglected agncultural sector, mcludmg tlffiber, lumber and food processmg, calls 
for mvestment, but the fmancIaI support avaIlable from the admimstratIOn IS severely llffilted 
Therefore, future agncultural development WIll largely depend on pnvate mvestment, at least 
dunng the next three years A sIgmficant mcrease m pnvate mvestment m agncultural productIOn 
IS unlIkely to occur, but appropnate publIc mvestment polICIes and mcentIves may mcrease 
pnvate mvestment m the tlffiber, lumber and food processmg mdustries 

The oblast economy IS mcreasmgly market-onented Market condItLOns WIll dnve the 
Investment process 

RadIcal economIC reforms caused deep SOCIal and economIC transformatIOns throughout the 
agnbusmess sector As a result, agnbusmess frrms now determme theIr own orgamzatIonal 
structures, productIon volumes, target markets and marketmg strategIes, mdependent of 
admmistratIve drrectives These changes mcrease the attractIveness of mvestment m RUSSIan 
agnbusmess However, whIle busmess IS mcreasmgly market-onented, the oblast admmistration 
lacks expenence WIth the dynamICS of free markets The Vologda admmistratIOn IS attemptmg to 
use market forces to Improve agnbusmess market condItIons and gUIde mvestment It recogmzes 
the need for ItS role m regulatmg Imperfect markets m order to make them more effICIent, but ItS 
mISSIon-to mcrease the secunty and welfare of CItIZenS-IS not necessanly conSIstent WIth 
pnvate mvestment objectIves 

Current mvestment actlvlty zn Russza znd,cates that external znvestment lS frequently 
attracted to technologlcally backward firms producmg for domestlc markets where 
modermzatIOn can rapIdly zncrease the rates of return on znvestments 

ModermzatIOn has mcreased the profItabIlIty of many fIrms m the RUSSIan automobIle, 
electromcs, food and lIght mdustries TechnologIcally backward mdustnes tm the oblast may 
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represent attractIve mvestment opportumtIes m thIS respect For example the timber lumber and 
paper mdustnes are technologIcally backward Investments by the InternatIOnal Fmance 
Corporation m NlZhny Novgorod and by foreIgn agnbusmess fIrms m Vologda Oblast m the 
timber and lumber mdustnes provIde useful precedents for attractmg mvestments for 
modernlZatIOn 

Addltlonal opportumtles eXIst m Vologda Oblast for attractmg mvestment to upgrade food 
processmg technologIes and lffiprovmg product qualIty WhICh would mcrease the abIlIty of 
Vologda Oblast food products to compete WIth lffiports There may also be attractIve mche 
marketmg opportumtles for locally produced, orgamcally grown food and flax products 

There are other opportumties to attract mvestment for upgradmg technology Many 
agnbusmess fIrms m Vologda Oblast are operatmg at less than 50 percent capacIty and substantIal 
government-owned, underutIhzed assets eXIst The oblast admmistratlon could conduct an 
mventory of these assets, advertIse therr avaIlabIlIty, and lease them to external mvestors at 
dIscount pnces 

Declmmg mterest rates on government bonds are forClng Russzan banks to make loans to 
busmess m order to survlve Banks are mcreasmgly mtegrated mto the mternatzonal 
financzal community and are expandmg thelr servlces Interest rates Wlll contmue to fall 
durmg the next year, but at a slower rate than last year 

The Central Bank of RUSSIa IS enforcmg standards on the natIonal bankmg commumty 
These standards, combmed WIth RUSSIan banks' mtegratIon mto the mternatIonal bankmg 
commumty, WIll mcrease the effICIency of mter-bank transactIons and reduce mvestment costs 
and rIsks 

Banks have not mvested m agnbusmess to a sIgmfIcant degree and rarely make loans to 
agnbusmess frrms In the long run, lower mterest rates WIll reduce the cost of loans to 
agnbusmess and loans WIll become mcreasmgly avaIlable To date, however lack of collateral 
and expectatIons of problems WIth loan repayment contmue to dIscourage lendmg to agnbusmess 
UntIl they become solvent, agrIbusmess fIrms WIll contmue to lack access to bank loans 

Vologda Oblast's proxlmlty to European markets favors mvestment m export mdustrzes and 
access to major Russzan markets favors mvestment m firms marketmg to other oblasts m 
Russza 

Industnes mvolvmg hIgh transportatIon costs, such as tlffiber, lumber and daIry products, 
can benefIt from Vologda's proxlffilty to major metropolItan markets Vologda Oblast has 
abundant natural resources for the tImber product mdustry, and has good roads raIlroads, and 
water transportatIon systems 

Vologda Oblast wlll contmue to have low levels of crzme 

Investors can feel safe m Vologda Oblast The oblast admimstration should take all 
necessary steps to mmlffilZe organlZed crlffie 

Most forelgn mvestors conslder Russza 's current natIOnal polmcal conditIOns to be stable, 
mjlatzon to be under control and the economlC transformatIOn to be Irreverslble 
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ForeIgn mvestors belIeve that polItical and economIC condmons are mcreasmgly stable and 
that thIS IS a good time to mvest m RUSSia 

C2 Threats to Investment 

During the nett three years the SIze of the Federal and oblast budgets for agnbusIness 
development wIll not Increase SIgnificantly AgnbusIness savings Wlll not grow, so 
reinvestment rates WIll continue to be low Household savings wIll remain a negilglble 
source of Investment for agnbusIness The Russzan stock market has not yet developed an 
effective method for attracting Investment to agnbusIness External Investment In 
agnbusIness wlll slowly Increase 

The recent reduction m mflatIOn was a necessary but msufflclent condmon for stlmulatmg 
mvestment partlcularly mvestment m manufacturmg Current mvestment actlvltles mdlcate a 
preference for mvestment m natural resource extractIon, telecommumcatlOns and dIstnbution 
fIrms WhICh are eIther stable or generate a rapId return on mvestment 

The most actlve source of pnvate foreIgn capItal mvestment m RUSSia dunng the mld-1990s 
was Amencan SWISS capItal was a close second, followed by Germany and Great Bntam 
ForeIgn mvestment aCtiVIty IS concentrated m serVIce mdustrles-pnmanly tradmg and 
bankmg-and m extractIon mdustrles such as 011 or trrnber The lack of mvestment m value
addmg processmg mdustnes may be due to the lack of related support mdustnes, mcludmg raw 
matenals, packagmg and dIstrIbutIOn ThIS suggests a potentially useful role for the Vologda 
Oblast admmlstratlon m IdentIfymg target mdustrles and promotmg clustered mvestment for 
related and complementary mdustries 

In the next three years there wzll be neglzglble Investment by external Investors In 

agncultural farm productIOn 

Vologda Oblast IS m a margmal agncultural zone Feed gram rrnports reduce the 
profItabIlIty of the Vologda lIvestock mdustry The quahty of oblast hvestock genetics IS good 
but economIC COndItiOnS threaten ItS mamtenance The Department of Agnculture allocates 
lrrnlted funds to hvestock genetICS, seed productIOn and agncultural machmery, and IS responsIble 
for mamtammg and eventually upgradmg these technologIes 

On average, farm prOdUCtIVIty and profltablhty are low, resultmg m chromc shortages of 
capItal for mvestment and operations The weak fmanclal COndItiOn of farms creates a weak baSIS 
for agnbusmess development The oblast cannot rely on publIc mvestment m agncultural 
productIon GIven current and antICIpated restnctIons m publIc budgets, the prospects for 
mcreasmg government mvestment m agnculture are bleak, at least m the short run However, the 
admmistration can selectIvely mvest m farms supplymg raw matenals to target agnbusmess 
processors Allocatmg budgetary support to farms supplymg food processors encourages value
addmg actIVItIes 

Farms and agnbusmess fIrms m western and central areas of the oblast have geographIC 
and mfrastructure advantages over those located m other areas of the oblast The oblast 
admmistratlOn could encourage mvestment m western and central areas where It IS most hkely to 
attract external mvestment, or the admmistratlon could prOVIde mcentlves to mvest m eastern and 
northern areas m order to dIstnbute mvestment more eqUItably 
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Investments In natural resource Industrles are antICIpated 

The energy mdustry WIll contmue to be a strong competItor for pnvate lllvestment Tnnber 
and lumber are snnIlar to energy m terms of bemg extractIve mdustrIes representmg attractIve 
mvestment opportumtIes to generate sIgmfIcant profIts In the long run mvestment m wood 
processmg mdustnes should be encouraged to add value to local tnnber and lumber products 

PTlvate external Investors want a rapId return on Investment In the short run or a hlgh 
return In the long run They also want low productIOn costs and, In order to jacllItate profit 
repatrlatlOn a locatIOn provIding access to export markets 

Some agnbusmess frrms can generate hIgh, long-term returns on capItal For example, 
RUSSIan banks demonstrate a growmg mterest m the potentIal profIts of chemIcal fIrms producmg 
pestICIdes and fertIlIZers Currently, however, most agnbusmess fIrms are unprofItable, and many 
are heavIly m debt 

The Vologda Dblast admInistratIOn WIll mamtaIn Its current Investment prZOTltles 

In the "Vologda Oblast Agnbusmess Development Program to the Year 2000," the oblast 
admmIstratiOn calls for mvestment m the followmg pnonty agncultural projects feed concentrate 
productIon eqUIpment, mIlkmg parlors, darry farm constructIOn, daIry herd nnprovement, 
computer systems for daIry farms, darry product packagmg, greenhouse heatmg and ventIlation 
systems, hIgh-YIeldmg meat breeds of cattle and hogs, new productIon technologIes mcludmg 
grazmg-mtensIve cattle productIon, new machmery and eqUIpment for gram farmmg and storage 
and for mcreased feed productIon and gram YIelds 

ForeIgn Investors consIder RUSSIa's legal and tax systems to be ambIguous and unrellable 
ThIS IS one oj the most Important jactors ilmltIng Investment 

RUSSIan tax regulatIons change frequently and are consIdered by potentIal mvestors to be 
capncious and extortIonary The large number of tax laws undermmes the stabIlIty of 
agnbusmess fIrms, and hIgh taxes undermme theIr fmancIaI VIabIlIty 

The prnnary laws regulatmg taxatIOn m the agnbusmess sector mclude "On the 
FoundatIons of the Tax System m the RUSSIan FederatIon' and "On Government Tax SerVIce of 
the RUSSIan FederatIon" There are addItIonal Federal and oblast laws concernmg speCIfIC taxes, 
mcludmg those pertammg to mvestments m Vologda Oblast 

Twenty-seven regulatIOns govern mvestment, but there are few mcentIves for mvestment 
Investment laws need to be updated For example, the law "On the DIVISIon of Products" needs 
reVISIon At the same tnne, new legIslatIOn IS under conSIderatIon For example, the Vologda 
LegIslatIve Assembly accepted the fIrst and second readmgs of the local law "On Investment 
ACtIVIty WIthm the Terntory of the Vologda Oblast" whIch IS mtended to proVIde mvestment 
mcentives However, the draft law IS vague concernmg (1) the types of guarantees offered, (2) 
condItIons under WhICh guarantees are offered, and (3) reqUIrements for msurance and how thIS 
msurance dIffers from government guarantees The draft mvestment law offers property tax 
exemptIons (100 percent for the frrst 2 years, 50 percent for the subsequent 2 years) for 
mvestments of at least $1 mIllIon m the fIrst year, as long as the property tax exemptIons are 
remvested mto the fIrm m Vologda Oblast The mmnnum mvestment reqUIred to qualIfy for the 
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exemptIon IS large and the tax exemptIon penod IS short SInce few Investments generate 
sIgmfIcant taxable Income In the fIrst two years The current draft of the tax law therefore 
provIdes IncentIves favonng large, short-term Investments The legIslatIve assembly should 
consIder IncentIves to smaller long-term Investments In the next draft of the legIslatIOn A tax 
polIcy that compensates for the Influence of unfavorable Investment condltlons would contrIbute 
sIgmficantly to attractIng Investment A new tax code WhICh proVIdes for an overall reductIon In 
corporate tax rates IS beIng dIscussed at the federal level 

C3 Weaknesses In Promotmg Investment 

The support servlces Vologda Oblast currently provldes to mvestors are msufficlent to 
generate slgnificant growth m external mvestment 

Some support serVIces proVIded by the admInIstratIOn to potentIal Investors anse from the 
needs of Investors For example, the oblast admimstratIon proVIdes Investors adVIsory serVIces on 
wntIng contracts, In response to the dIfficultIes some Investors expenenced In contract 
enforcement due to Inadequately speCIfIed contracts 

It IS dIffICult to predIct what serVIces WIll be useful to Investors For example, a one-stop 
Investment promonon offIce prOVIdIng InformatIOn on Investment regulatIons and documentatIon 
serVIces IS appealIng, but may have httle value In practIce, gIven current Investment CondItIOnS 
AccordIng to an agnbusIness Investor who spent the last two years learmng about local legal and 
regulatory condItIonS, the eXIstence of a one-stop Investment offIce would not faCIlItate new 
agnbusIness fIrms Investment In Vologda Oblast Instead of the Investor gOIng from one 
government offICial to another, someone from the one-stop center would have to make the 
rounds Instead of emergIng from the process WIth a useful network of contacts, the Investor 
would walt lIDpatIently, Ignorant of the processes underway and the offICIals Involved 

There lS a lack of coordmatlOn between departments of the admlnlstratlOn mvolved m 
agnbusmess mvestment promotlOn 

There IS a groWIng sense of mutual trust and cooperatIon among departments of the oblast 
admInIstratIOn Involved In promotIng, supportIng and regulatmg Investment actIVItIes but 
Interdepartmental coOrdInatIOn and a shared VISIon of the admimstratIon's role In Investment 
promotIOn are lackIng 

AdmInIstratIOn offICIals are already overworked and cannot undertake addItIonal 
responsIbIlItIes WIthOut addItIOnal resources The SItuatIOn IS exacerbated by the fact that most 
departments Involved In Investment promotIOn have no funds speCIfIcally deSIgnated for thIS 
purpose 

C4 Strengths In Promotmg Investment 

The Vologda admlnlstratlOn has an effectlve mfluence over budgets and leglslatlOn 
concernmg agnculture 

The Vologda Department of Agnculture develops oblast-Ievel programs for agnbusmess 
development The Department of EconomICS regIsters new fIrms and conducts analYSIS to prOVIde 
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the baSIS for settmg pnces and tanffs on natural monopolIes The Department of EconomICS also 
develops recommendations on changes needed m eXIstmg legIslatIon 

The Vologda admmlstratlOn knows many mvestors and mvestment opportunmes 

The Department of EconomICS works WIth mternatIonal fmanclal mstItutIons and prepares 
promotIOnal matenals for potential mvestors The Department of AgrIculture has market research 
capabIlItieS It can assess the market potential of products such as flax and orgamcally grown 
daIry products, and recommend approprIate methods for producmg and marketmg them Before 
undertakmg thIS aCtIVIty, however, the oblast admmistratIOn should frankly assess Its abIhty to 
conduct unbIased market research On the baSIS of thIS assessment the admInIstratIon should 
deCIde whether to conduct m-house research or to subcontract It to a market research company 

Labor costs m the oblast are low compared to Western countnes provldmg Vologda a 
comparatzve advantage m labor mtenslve mdustrzes 

The mvestment resources aVailable to the oblast admmistratIOn are severely lImIted ThIS 
presents a dIlemma should It contmue to pursue ItS current mvestment pnontIes, thereby 
spreadmg ItS resources over a WIde range of mdustnes, or should It focus on target mdustries 
where ItS resources can be leveraged by pnvate mvestment? If the admimstratton chooses the 
target mdustry approach, approprIate targets mc1ude labor mtensive mdustrIes, m WhICh Vologda 
has a competItIve advantage over Western agnbusmess fIrms 

The oblast admlnlstratlOn IS gammg a better understandmg of mvestor needs, mcludmg the 
current constramts to agnbusmess mvestment 

A recent USAID-funded survey conducted m the RUSSian Far East mdlcates that many 
factors constrammg mvestment mvolve problems WIth contract enforcement and taxes, and that 
many of these mvestment constramts can be reduced by government actions Over half of the 
constramts mvolve the ambIgUIty of the legal system, economIC rIsks and the uncertam polItIcal 
enVIronment About ten percent of the responses concern the abIlIty to serve markets from 
faCIlItIes outSIde RUSSIa ApproXImately one-thIrd of the responses could be addressed at the 
oblast level, Ie, dIffIcultIes negotIatmg WIth local authontIes excessIvely restrIctIve customs 
regulatIOns, lack of access to fmancIaI mformatIon, fmancial constramts to mvestment mabIhty 
to fmd appropnate local partners, lack of phYSIcal mfrastructure and hIgh costs of local 
productIon 
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SECTION IV 
INVESTMENT PROMOTION STRATEGIES 

A StrategIc Plannmg Process 

The strategIc plannnmg process developed strategIes that can be used to promote mvestment 
over the next three years 

B 

Focus Resources on the Most LIkely Investments 

Concentrate resources lilltIally on the most lIkely recIpIents of external mvestment-tlmber, 
lumber, poultry, beverages, and darry mdustries If mvestment promotIOn actiVIties dunng 
1998 are successful, reallocate resources m 1999 to a second tier of less hkely candidates
meat and egg productIOn-and m the year 2000 to the thrrd tier of least attractIve 
candIdates-feed, bottled water and flax 

ImtIate Investment PolIcy Reforms 

Attempt to mfluence legIslatIon at both the oblast and federal levels by draftmg legIslatIOn 
for mtroductIOn by Governor Pozgalev, submIttmg legIslation drrectly to the Vologda 
Oblast LegIslative Assembly, and orgamzmg a publIc relatIOns campaIgn to mfluence publIc 
oplillon m favor of legIslatIon supportmg mvestment 

Share InformatIon Freely 

DeSIgn mformation systems to share mvestment mformation among departments of the 
admlillstratIOn ProVIde potential mvestors WIth free, easIly acceSSIble mformatIOn on 
mvestment regulatIOns and opportumties 

Coordmate Current Resources 

Assess the functIOns of admmistratIve departments currently rnvolved rn rnvestment 
ElImmate redundancIes and redefrne responSIbIlItIes and authonty over rnvestor support and 
mvestment promotIOn actIVItIes Develop a new orgamzatlonal mechamsm to coordrnate 
actIVItIes usmg current rnstitutIonal resources more effICIently AVOId establIshrng new 
agencies or offerrng serVIces that could be prOVIded by the pnvate sector 

Plannmg Goals and ObjectIves 

The goals of thIS strategIC plan are achIevable m the next three years ObjectIves are 
determrned for next year I e untIl the end of 1998 At that tIme, the plan WIll be reVIewed and 
new objectives WIll be set for the followmg year 

Bl Goal I Improve The Investment ClImate 

The frrst requrrement for mcreasrng agnbusrness rnvestment rn Vologda Oblast IS to 
IdentIfy the constramts and opportumtles m the mvestment enVIronment The constramts to 
agnbusmess mvestment are proVIded m the planmng assumptIOns sectIOn above The solutIons to 
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these constramts are provIded below, grouped mto four categones mformatIOn systems, mvestor 
serVIces legal envIronment, and serVIces to local agnbusmesses 

InformatIon Systems 

By the end of thlrd quarter of 1998, create a central database of mvestment mformatIOn, 
mcludmg legal, regulatory, economiC, and soczal conditIOns, as well as mjormatIOn on 
local agrzbusmess firms seekmg mvestors Thzs mformatIOn wzll be shared by all relevant 
departments m the oblast admmlstratIOn 

A computenzed mformatIOn system, well mamtamed and regularly updated, wIll enable 
government offICIals to be more responsIve to the mformatIOn needs of potentIal mvestors and of 
the Vologda Oblast admIDlstratIOn PotentIal mvestors wIll have access through any department, 
regardless of theIr pomt of contact The system wIll ehmmate any department's control over 
mformatIOn, and WIll eventually produce sIgmficant savmgs by streamlmmg the admimstratIOn s 
operatIOns, excludmg redundancIes and mformation duphcatIOn Based on the prmciple of 
"mformatlon sharmg," the mformatIOn system WIll encourage government offICIals to collaborate 
more effICiently to attract mvestment 

Investor ServIces 

By the end of 1997, revzew the responslbllmes of all officzals and departments oj the 
Vologda Oblast admmlstratIOn mvolved m agrzbusmess mvestment and redefine their 
responslbzlztzes to meet the specificatIOns of the agrzbusmess Investment promotIOn plan 

ImplementatIOn of thIS plan IS ImpOSSIble WIthout the cooperatIOn of several departments of 
the admimstratIOn However, current departmental mandates and scopes of work do not 
coordmate the actiVIties of the departments and offICIals mvolved Some actIVItIes reqUIre 
coordmatIon WIth other agenCIes of the oblast government, such as the legal serVIces department, 
the general admmlstratlve department, and the finance department To successfully Implement the 
plan, departmental mandates and scopes of work must be reVIewed and reVIsed to promote 
coordmatIOn 

By the end oj the first quarter of 1998, deSign a system to momtor agrzbusIness mvestment 
and mvestor needs 

Momtormg mvestment wIll enable the Vologda Oblast admimstratIOn to assess the success 
of the mvestment promotlon plan, evaluate the effectIveness of ImplementatIOn actlvltles, and 
adjust them to meet the changmg needs of mvestors and other partICIpants m the mvestment 
process 

Improve the qualzty oj legal and advIsory servzces for Investors The qualItY oj these 
services wzll be measured In terms of provzdmg satisfactory responses to at least two-thirds 
of all mvestor mqumes 

Accordmg to a recent survey, offICials of the Vologda admimstratlOn conSIder the current 
level of adVIsory serVIces proVIded by government agenCIes to be msufflclent Investors also 
complam that unsatIsfactory responses to theIr mqumes to government offICIals are a constramt to 
mvestment Smce many external mvestors lack an understandmg of mvestment condItIons m 
Vologda Oblast, profeSSIOnal adVIce on legal, regulatory, and marketmg Issues IS cntIcal 
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Legal Environment 

By the end of 1997 Improve the text and promote the adoptlOn of a new oblast mvestment 
law 

WhIle legIslation promotmg mvestment IS needed, the current draft of the Vologda Oblast 
mvestment law IS madequate The text of the legIslatIon IS ambIguous Investment mcentIves 
favor large-scale, short-term mvestment, WhICh IS unlIkely to occur m agnbusmess The law also 
creates exceSSIve regulatory dIscretIon over mvestment mcentIves by provIdmg the executive 
government authonty to form an "oblast mvestment program" Unless the legIslatIOn IS rewntten, 
It IS unlikely to attract sIgmficant external mvestment to Vologda Oblast agnbusmess frrms m the 
near future 

By the end of 1997, mclude m the 1988 oblast mvestment program a llst of the agnbusmess 
mdusfrles most llkely to attract external mvestment 

The law on mvestment currently bemg conSIdered by the Vologda Oblast LegIslatIve 
Assembly prOVIdes for the admlll1stratIon to determme WhICh mdustrIes to mclude m the 
mvestment promotIOn program The admlll1stratlon should mclude m thIS program those 
agnbusmess mdustrIes most likely to attract external mvestment, Ie, tmber and lumber, darry 
processmg, brOIler productIon and processmg, and alcoholIc beverages 

Ensure that mcentives for agnbusmess mvestment are mcluded m annual oblast laws 
concermng the budget 

For legIslatIon to be effectIve, the proVISIons of each law must be reflected mother 
legIslation If mvestment mcentIves m the oblast are not mcluded m the alffiual law on 
government budgets, the mcentIves WIll not apply Therefore, It IS cntIcal that the two laws 
correspond 

Develop a pIlot project establzshmg a free economIC "mIm-zone" In Vologda Oblast wIthm 
mne months of the adoptlOn of the respectzve federal leglslatlOn 

Free economIC zones do not sIgmfIcantly expand a commumty's tax base, but they can 
stmulate economIC growth by attractmg mvestors to cntIcal economIC sectors, thereby 
encouragmg economIC growth and mcreasmg employment The estabhshment of a free economIC 
zone m Vologda Oblast WIll reqUIre the adoptlon of appropnate federal legIslatIOn 

By the end of 1998 develop drafts of new oblast leglslatlOn on land and mortgages 
collateralzzed by land and submIt them to the oblast LegIslatIve Assembly and federal 
agenCIes 

The absence of legIslatIon allowmg for land sales and mortgages collateralIzed by land 
contmues to be a major constramt to mvestment The oblast admImstratIOn lacks authonty to 
mtroduce these laws, but It can lobby other agenCIes to adopt appropnate legIslatIon by usmg the 
admmIstratIon's mfluence m the local LegIslatIve Assembly and the federal government 
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Inventory all underutllzzed and unused assets owned by the oblast admmlstranon 

The Vologda adrmmstratlon owns commerCial assets throughout the oblast, but most of 
these assets are underutdlZed An accurate mventory of these assets wIll provIde an opportumty 
to offer them to mvestors at dIscount pnces, thereby helpmg to reduce mvestor start-up costs 

SerVIces to Local Agnbusmess 

By the end oj 1998, ensure that at least 50 agnbusmess managers receive trammg m 
busmess management, accounnng, markenng, and busmess plannmg 

Most local agnbusmess managers have good productIon skIlls but lack expertIse m 
management, accountmg, and marketmg Even managers WIth these skIlls lack an understandmg 
of how to present InformatIon to credIt mstItutIOns m the form of busmess plans and of usmg 
busmess plans as tools to gmde management deCISIons When specIfIC mvestment opportunItIes 
are IdentIfIed, management trammg and credIt wIll be prOVIded m order to develop them mto 
attractIve targets for external mvestment 

By the end oj 1998, secure fundmg jor at east one agnbusmess project from an 
mternatzonal donor organzzanon 

InternatIonal donor orgall1ZatIOllS proVIde fundmg for many dIfferent projects m the RUSSIan 
federatIon Agnbusmess IS a pnonty mdustry for the World Bank, International Fmance 
CorporatIOn, USAID, European Bank for ReconstructIOn and Development and the EuraSIa 
FoundatIOn By obtammg fundmg for agnbusmess proJects, the Vologda Oblast admmIstratlOn 
can aSSIst local agnbusmess fIrms and Improve pnvate agnbusmess mvestment opporturutIes by 
creatmg a communIty of successful agnbusmess fIrms 

By the end oj 1998, ensure the mcluszon oj Vologda Oblast m the USAID jarm credit 
guarantee program admlnzstered by Agroprombank 

In October 1997, USAID announced a Jomt effort WIth Agroprombank of RUSSia to 
promote lendmg to RUSSIan agnbusmess fIrms by guaranteemg 50 percent of the amount of 
selected loans to agnbusmess fIrms m Novgorod Oblast and PrImorsky and Khabarovsky krays 
ThIS guarantee program wIll reduce bank nsks whIle mcreasmg agnbusmess fIrms' access to 
commercIal loans If thIS guarantee program IS Implemented m Vologda Oblast, It WIll Improve 
the fmancial condItion of agnbusmess fIrms and mcrease theIr attractIveness as mvestment 
opportunItIes 

B2 Goal II Promote Investments 

The second goal of the mvestment promotIOn plan IS to proVIde mformatIOn on the 
mvestment clImate and mvestment opportunItIes m the oblast to potentIal RUSSian and foreIgn 
mvestors Investment promotIon methods mclude pubhshmg mformatIOn m publIc sector and 
pnvate commercIal publIcatIons, exhlbItmg mformatlOn m faIrs and conferences, and hostmg 
trade mISSIons for potential mvestors 
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Section IV Investment Promotion Strategies Chemomcs International Inc 

PublIcatIons 

By the end of 1998, publlsh mvestment mformatzon m at least 4 public sector publlcatwns 
of the oblast admmlstratwn and the cUles of Vologda and Cherepovets 

PublIcatIOns provIde an lffiportant source of mformatIon for potential mvestors Most 
publIcatIOns currently carry msufficient mformatIon on the local mvestment cllffiate and 
mvestment opportumtles By mcludmg mvestment mformatIon m pubhc sector publIcations, the 
oblast admffilstratIOn WIll sIgmficantly expand Its opportumtles to attract mvestment m local 
agnbusmess 

By the end of 1998, publlsh l11formatwn on the l11vestment climate and agrlbusmess 
mvestment opportumtles m at least Slx newspapers and magazmes m the Russzan 
FederatIOn 

Popular medIa such as newspapers and magazmes serve mvestment promotIOn efforts m 
two ways First, these mass publIcatlons prOVIde a means of gettmg mformatIOn to potentlal 
mvestors Second, they reach not only mvestors, but the general pubhc, thereby contrlbutmg to 
the publIc opffilon campaIgn to support external mvestment 

By the end of 1998 develop an mvestment mformatwn package and dlsmbute It at "SIster 
cltles" meetmgs 

Usmg "SIster Cltles" meetmgs to dIstrIbute agnbusmess mvestment mformatlon IS a low
cost method of mcreasmg the oblast's exposure to potentIal foreIgn mvestors 

ExhibItIOns 

Durmg 1998, prOVIde mvestment InformatIOn at eight exhibItIOns, falrs and conferences 
throughout Russza 

Trade exhlbmons and farrs are a prlffiary source of mformatIOn for external mvestors 
Agnbusmess mdustry conferences prOVIde another way to contact potentIal mvestors and to 
mfluence polIcy makers Dozens of exhIbItIons, faIrs and conferences eXIst m RUSSia and 
neighbonng countrIes, drawmg thousands of agnbusmess partICIpants 

Trade mISSions 

By the end of 1998, host at least one trade mISSIOn of potentzal mvestors 

Trade mISSIons proVIde opportumtIes for potentIal mvestors to assess local bus mess 
condItIons, VISIt busmesses and meet potentIal partners Vologda Oblast can attract trade mISSIons 
WIthOUt paymg for them by offenng to proVIde mvestment mformatIon, mtroductIOns to local 
government offICials and agnbusmess managers and logIstIcal support to the lllStItutlOns 
orgamzmg the trade mISSIOns 
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ANNEX A 
MANAGING VOLOGDA OBLAST'S AGRIBUSINESS 

INVESTMENT PROMOTION PLAN 

Dunng the autumn of 1997, a group of offICials from several departments of the Vologda 
oblast admmistratIOn, supported by Russian and U S consultants, developed a plan to stImulate 
mvestment m local agnbusmess fIrms The plan, based on the strategIC plannmg method, focuses 
on mvestment opporturutIes m Vologda Oblast However, the method Itself IS WIdely apphcable 
to vanous locatIons and sectors 

The mvestment promotIon plan, avaIlable from the Vologda's Department of Agnculture or 
Governor Pozgalev, IS a pragmatiC response to the rapId declme m agncultural productIon and 
mvestment smce 1990, and can be Implemented at low cost usmg eXlstmg resources The plan IS 
a product of an mterdepartmental plannmg group Each member understands the plan's purpose 
the assumptIOns on WhICh It IS based, and the goals and objectIves for WhICh It IS mtended Each 
can explam and defend the plan, and the plannmg group can lead ItS ImplementatIOn The plan 
speaks for Itself but the plannmg method, WhICh IS apphcable to other mdustrles and oblasts, 
reqUIres explanatIon 

The formal components of the strategIC plannmg method, summanzed below, were 
provIded to the plannmg group when It was formed m September The strategIC plannmg process 
IS not a SImple "cookbook" method It mvolves crltlcal declSlons and contmumg support from 
key deCISIon makers, and a plannmg group capable of sIfimg through volummous mformatIOn, 
understandmg mvestment and marketmg systems, Identlfymg cntIcal planrung assumptIons, and 
determmmg vanables subject to mfluence DIsagreements over Issues such as the proper role of 
government m market regulatIOn and ItS ablhty to effectIvely mtervene m busmess systems can 
SIdetrack the plannmg process and render the group meffectlve Members of Vologda's plannmg 
group remamed commItted to reachmg agreements, even resortmg to "agreemg to dIsagree" All 
group deCISIons were made by consensus Group leaders emerged durmg the plannmg process 
from dIfferent departments of the admmistratIon The Impetus for mterdepartmental cooperatIon 
also came from several departments, and the plan's ImplementatIOn WIll reqUIre contmumg 
cooperatIon between departments 

The followmg account of the events and deCISIons m the formatIon of Vologda's mvestment 
plan Illustrates how the plannmg process was managed It also prOVIdes an opporturuty to dISCUSS 
some of the ImphcatIOns of the plan A summary of strategIC plannmg methods, also prOVIded 
below, mcludes benchmarks of the process The resultmg mvestment promotIon plan, avaIlable m 
a separate document, proVIdes the ratIOnale for Vologda's planrung goals and objectIves The 
plan's ImplementatIOn currently underway m Vologda Oblast, WIll be proof of the value of the 
planrung process descnbed below 

A Managmg the StrategIc Plannmg Process 

The strategIC plannmg effort began by ensunng support from key offICIals RUSSIan and 
U S consultants, sponsored by USAID, met WIth several of Vologda's deputy governors to 
explam the purpose of the plannmg exerCIse, descnbe the strategIC plannmg process, solICIt 
support, determme a schedule, and estImate the level of effort reqUIred from each department 
mvolved m the process The next step was to formally establIsh a strategIC plannmg group In 
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Vologda, the deputy governors bnefed Governor Pozgalev on the results of theIr meetmgs WIth 
consultants and requested an executIve decree to formally estabhsh an mterdepartmental group to 
develop the mvestment promotIOn plan and set a deadlme for Its completIOn The decree was 
Issued m late September and the planrung group began work rrnmedlately 

Al Plannmg Group 

The goal of mItIal planrung meetmgs was to form an effectIve planmng group m WhICh all 
members partIcIpated freely The objectIves of these early meetmgs were to begm delegatmg 
responsIbIlItIeS to mdIvIdual members and to coalesce the deSIres and mtentIons of members mto 
a comprehensIve statement of the group's mISSIon The compOSItIon of the plannmg group, made 
up of offICIals from dIfferent departments WhICh compete for budgetary resources, and of offICIals 
who vary m rank and authonty, proVIded opportunItIes for mternal pOlItICS to dIscourage the free 
flow of Ideas and opmIOns To reveal the mtentIOns of each constItuency, group members were 
asked a senes of questIOns about departmental mandates concermng mvestment, actual and 
potentIal roles m mvestment promotIon, and attItudes toward the government's role m regulatmg 
market systems ThIS dISCUSSIOn IdentIfied common mterests and proVIded a baSIS for pursumg 
common goals, despIte confhctmg that threatened to sabotage the planrung process 
Acknowledgmg the sImIlantIes of group members' objectIves, despIte dIfferences m theIr pohtIcal 
belIefs, proVIded a useful precedent to seekmg consensus whIle acknowledgmg dIverSIty 

A2 MISSIOn Statement 

Dunng ItS fIrst meetmgs, the planmng group defmed key termmology and determmed the 
scope of the plan The term "agnbusmess" mcluded forestry, farm productIOn, machmery, seed 
and farm serVIces, and food and fIber processmg and dIstrIbutIon, but excluded fertIhzers and 
agrochemicals "Investment" mcluded dIrect eqUIty mvestment, technology transfer, and 
management contracts m Vologda, but excluded foreIgn trade and dIstrIbutIOn of Imports These 
defImtIons proVIded the baSIS for the planmng group's mISSIon statement The group also 
determmed the scope of the promotIon plan to mclude both RUSSIan and foreIgn mvestors Before 
the mISSIon statement was mcluded m the mvestment plan document, It was subjected to several 
drafts to refme ItS termmology and style However, a umfIed VISIon and purpose had developed 
durmg the fIrst meetmgs, and the substance of the mISSIon statement remamed mtact m ItS fmal 
verSIon The mISSIOn statement, m part, declares 

"Agnbusmess development reqUIres mvestment Smce the agncultural sector IS not an 
mvestment pnonty for the federal government, support for agnbusmess IS needed at the oblast 
level Smce few agnbusmess fIrms can procure loans from commercIal banks on conventIOnal 
terms, and smce the admmIstratIon has only lImIted resources to mvest m agnbusmess 
development, the remamder of the funds needed for agnbusmess development must come from 
pnvate mvestment Therefore, the cntical mISSIon of the Vologda Oblast admmIstratIon WIth 
respect to agnbusmess mvestment IS to stImulate "external" mvestment by RUSSIan and foreIgn 
mvestors, mcludmg agnbusmess fIrms, non-agnbusmess fIrms, pnvate mvestment companIes, 
non-government mvestment funds and commerCIal banks " 

The SWOT analYSIS (strengths, weaknesses, opportunItIes and threats) was the most 
cumbersome component of the strategIC plannmg process Its purpose was to determme WhIch of 
the systems operatmg m the mvestment enVlfonment were relevant to the plannIng process, how 
they functIoned, where to mtervene to stImulate change and whether plannmg group members 
and theIr departments could mtervene effectIvely Some planmng groups allocate only an hour or 
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a smgle meetmg to Identify and assess the strengths and weakness of participatmg mstitutIOns 
pnontIZe the opportumtIes and threats m the plannmg enVIronment and organlZe them mto 
common categones and related themes Vologda's plannmg group devoted two weeks to 
IdentIfymg the constrtuencies potentially mvolved m stImulatmg mvestment, assessmg theIr 
abIlItIes and resources, organtzmg these factors mto common categones and summarlZmg them m 
general assumptIOns and themes These themes prOVIded a useful transItIOn from the SWOT 
analysIs to the determmatIon of plannmg goals 

By organlZmg the SWOT assumptIons mto themes, general plannmg goals became 
apparent Once the goals were establIshed, It was relatIvely easy to IdentIfy speCIfIC, measurable 
ObjectIves by usmg the SWOT assumptIons Havmg determmed plannmg obJectIves, group 
members were assIgned responsIbIlItIes for detaIled plannmg to mdIVIdual members For 
example, one of the goals of Vologda's plan was to share mformatIOn between departments and 
mvestors The SWOT analysIs IdentIfIed sources of mformatIOn, mvestor mformatIon needs and 
obstacles to InformatIOn sharmg The InformatIon needs of mvestors, problems of transferrmg 
mformatIOn between departments of the oblast admmistratIon, and the plannmg group's abIlIty to 
share mformation suggested the need for a system to share InformatIon between departments and 
mvestors The new system would profoundly affect the way departments mteract Sharmg 
InformatIOn, rather than defendmg It, encourages mterdepartmental cooperatIon and reduces 
commumcatIOns barners between departments and levels of departments, potentIally reducmg 
government hIerarchy Computers were already mstalled m many of the departments and offIces 
mvolved m mvestment promotIon The only reqUIrements for the new system were access to a 
server, development of a Web SIte, contmumg support from department managers to enter and 
update mvestment mformatIon, a modest mvestment m computer hardware and software, and 
system mamtenance 

Another way to Improve the mvestment enVIronment was to proVIde legal and adVIsory 
serVIces to mvestors The planmng group deCIded that the admimstratIOn should serve the 
mterests of mvestors, a reversal of theIr respectIve roles m preVIOUS admimstratIOns, WIth 
profound effects on publIc sector behaVIOr Planned mvestment promotIOn actIVItIes mcluded a 
survey of mvestor needs, a reVIew of current serVIces proVIded by the oblast admlmstratIon, 
coordmatIOn of responsIbIlIty for respondmg to mvestor needs, and a method to mOnItor mvestor 
satIsfactIOn A thIrd way to Improve the mvestment enVIronment was to elImmate legal 
constramts to mvestment and proVIde mvestment mcentives A coordmated effort by vanous 
departments of the oblast admlllistratIOn could Improve the lIkelIhood of successfully mtroducmg 
appropnate legIslatIOn ThIS plannmg goal also reversed the roles of mvestors and government 
agenCIes Instead of competmg for control over mvestment, government agenCIes coordmated 
theIr efforts to stImulate mvestment 

A4 Gammg Support for the Plan 

The fmal stage of the planmng process pnor to the unplementatIOn phase was to advertIse 
the plan m order to gam support and momentum for Its unpiementatlon Vologda's plannmg 
group presented Its plan m early November at an mvestment promotIon conference sponsored by 
the Vologda Oblast admInIstratiOn, the Cherepovets CIty government, and several local mdustry 
leaders The plannmg group organlZed a panel dISCUSSIOn on agnbusmess mvestment, presented 
ItS plan and answered questIons from an audIence of government offICIals, busmessmen and 
potentIal mvestors After the conference, Governor Pozgalev agreed to call a meetmg of planmng 
group members and the pnncipal deCISIon makers m the Vologda Oblast admimstratIOn The 
purpose of tius meetmg, scheduled for late January, was to mamtam the momentum of change 
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defmed m the mvestment promotlOn plan The objectIves of the meetmg were to reVIew the plan, 
reestablIsh the planmng group, defme and schedule Its current responsIbIlItIes for developmg 
detaIled lffiplementatIon plans and, If necessary, develop a strategy for presentmg the plan to the 
oblast LegIslatIve Assembly 

B RecommendatIons 

The expenence gamed m Vologda provIdes lffiportant lessons for other oblasts and 
mdustnes developmg mvestment promotlon plans Follow-up mterviews mdicate that planmng 
group members consIder the strategIC planmng process to be useful for a varIety of planmng 
actlVItIes of the Vologda Oblast admmistratIon, mvolvmg other mdustnes and polIcy ImtIatives, 
and are eager to use strategIC planmng methods m the future Among the strengths of Vologda's 
agnbusmess mvestment promotlOn plan are ItS pragmatiC, resultS-OrIented obJectIves, eaSIly 
understood style, and focus on specIfIC problems Members also value the teamwork approach, 
WhICh encourages open discusslOn and consensus decIsIon makmg Tatyana Andreyeva of the 
State Property Management CommIttee says, "Workmg m a group stlffiulates all the members, 
even the most paSSIve, leadmg to hIgher creatlVIty of the group as a whole People begm to 
behave dIfferently ThIS IS a great team-bUIldmg expenence " Planmng group members offer the 
followmg recommendatIons for future strategIC plannmg 

• Include key deCISIon makers m the planmng group If they cannot partICIpate m day-to
day plannmg, keep them mformed of planmng actIvItIes and ask for feedback at all 
stages of the process 

• Demand conSIstent, hIgh quahty work from each member of the plannmg group ThIS 
WIll save tIme, mcrease prOdUCtIVIty and result m a better plan 

• Carefully organIZe the plannmg process m order to aVOId Irrelevant dISCUSSIons Meetmg 
agendas should be reVIewed by group members before each meetmg, and moderators 
should restrIct dISCUSSIons to germane tOpICS On the other hand, moderators should 
aVOId IlffiItmg the duratlOn of diSCUSSlOns Group members should feel free to dISCUSS 
relevant matters at length, If necessary, to reach consensus 

• The plannmg group should represent a balance of techmcal personnel and hIgh level 
managers, and should ensure that the mterests of all departments mvolved are adequately 
represented 

• Narrow and short-term departmental and mdustry mterests should be subordmated to 
general, long-term plannmg perspectIves 

• If the lffiplementatlon of the plan reqUIres new legIslatlOn, the work group should 
mclude representatIves from local admmIstratIve assemblIes The mabIhty of Vologda's 
plannmg group to retam legIslators m the plannmg group led to the passage of a new 
oblast mvestment law that was mappropnate for the group's purpose 

• If consultants are mcluded m the plannmg group, they should gradually turn over 
plannmg responSIbIlIties to group members responSIble for the plan's lffiplementatlOn 
The consultants' role should eventually be reduced to observer status, occaslOnally 
provIdmg adVIce, mformatlOn and logIStIcal support 
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• PublIcly promote the plan m order to mcrease commltment to lts nnplementatIon Get 
the commitment of key decIsIon makers to mamtam strong pressure for change Plan 
early vlctones m the nnplementatIon process to mamtam the momentum for change, but 
expect resIstance 

C StrategIc Planmng Methods 

StrategIc planrnng does not substItute for other types of plannmg, mstead, It should 
complement them It should be consIstent WIth the broader development plans of the mstItutIons 
mvolved, whether at the local, oblast, regIOnal or natIOnal levels, and should be mcorporated mto 
the day-to-day operatIons of each of the agenCIes mvolved m nnplementmg change 

StrategIc plannmg IS a process focusmg on selected, cntlcal problems facmg an 
orgaruzatlon, assessmg the strengths and weaknesses of an orgaruzation m resolvmg ItS problems 
and analyzmg the opportumties and threats occurrmg outSIde the orgamzatlon, WhICh affect ItS 
problems StrategIc planmng results m the defimtIon of goals and obJectlves, chOIce of strategIes 
and actIon steps needed to fulfIll the goals and ObjectIves, and IdentlfiCatIOn of avaIlable resources 
and schedules for carrymg out the actIon steps The strategIc plannmg process IS formalIzed mto 
a document called a strategIc plan Although many vanatIOns eXIst, the basIc steps m strategIc 
planmng are descnbed below 

Cl OrgamzatIonal Mandates and Purposes of Plannmg 

It IS nnportant to agree on the purpose and process of strategIc planmng, as well as on ItS 
nnplementatIon, so the process IS taken senously and receIves the full attentIOn and commItment 
of plannmg group partICIpants and top managers Every orgamzatlon, particularly publIc ones, 
have mandates to fulfIll These mandates typIcally are deCIded by the legIslature or at other hIgh 
levels of government Every orgaruzatIon has a formally or mformally defmed system of values 
and baSIC operatmg pnncipies upon WhICh 11s work IS organIZed Examples of system values 
mclude commItment to serve the publIc, standards of acceptable behaVIor m the organIZatlon, the 
degree of consensus eXlstmg between semor offICials, conflIct resolutIOn methods, pnonty of 
SOCial welfare over other Issues, etc Note that the term "value," as It IS used m thIS context, 
does not bear a moral connotatlon, but mstead represents the eXlstmg pnontIes mfluencmg 
deCISIon makmg and performance withm an organIZatIOn 

C2 MISSIOn Statement 

A mISSIon statement IS a conCIse but general expressIOn of the essential purpose of an 
orgamzatlon, WhICh JustIfIes ItS eXIstence and defmes ItS responsibilItles concermng cntlcal Issues 
and ObjectIves It changes lIttle over tlme A mISSIon statement may mclude a descnptlon of an 
orgaruzation's role m the current enVIronment and a statement of how an orgamzatIon mtends to 
develop m the future For example, a mISSIon statement may have the followmg theme to 
proVIde the maxImum qualIty and quantIty of publIc serVIces to the taxpayers and other 
constItuents at the lowest tax rate pOSSIble 

C3 EnVIronmental Scan 

The purpose of an envIronmental scan IS to descnbe the current enVIronment, IdentIfy the 
factors that dnve It, and project future trends that may affect cntlcal Issues One way for a 
plannmg group to reach agreement on future trends IS to develop alternatIve scenanos For 
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example, planners could project a probable, most lIkely future based on eXIstmg trends Another 
scenano could be based on peSSImIStIC trends whIle a thIrd could be based on optImIStIC trends 
Some formal or mformal method should be applIed to reach a consensus on WhICh scenano the 
partICIpants should try to achIeve Projectmg future scenanos wIll enable strategIC planners to 
develop ObjectIves and strategIes best sUlted to each scenano 

The scannmg process conSIsts of two parts an "mternal scan" to IdentIfy and analyze 
strengths and weaknesses of an orgaruzatIOn, and an "external scan" to IdentIfy threats and 
opportumtIes m ItS envIronment For example an external scan mIght mclude macroeconomIC 
factors at the oblast and natIOnal levels, federal legIslatIve and executIve deCISIOns, natIonal and 
local polItIcal envIronments, demographIc charactenStICS, etc The scanmng process should result 
m an understandmg of the prmclpal factors mfluencmg the problems under conSIderatIOn, as well 
as a pnontIzed lIst of the strategIC problems to be addressed 

C4 Planmng Goals 

Once an orgamzatIon has exammed the factors affectIng ItS future, It should deCIde how It 
wants to develop m future years The next step m strategIC planmng IS to set goals and 
ObjectIves, deVIse strategIes and create ImplementatIOn plans At thIS pomt the tIme frame for 
planmng begms to shorten WhIle the envIronmental scan may look ahead for a penod of years, 
It IS preferable to set a shorter tIme frame for the remammg plannmg steps 

Goals are generalIzed, conCIse and typIcally nonquantifIable statements of how an 
orgamzatIOn mtend to develop m the future Goals tend to be few m number, relatlvely 
nonspeCIfIC, ambItIous yet achIevable Although It IS preferable to lImIt goals to one planmng 
penod, e g , one year, some goals requIre several penods to accomplIsh At the end of each 
penod, the orgaruzatIon's success can be Judged by whether It achIeved ItS goals 

CS Plannmg Objectives 

ObjectIves are speCIfIC, measurable and typically quantItatIve targets set for each goal 
There are usually several objectives correspondmg to each goal Schedules for achlevmg 
objectIves tend to comclde WIth the schedule for the goal to WhICh the objectlves correspond, 
therefore, when a goal and ItS objectives exceed one plannmg penod, subobJectlves are 
formulated for each penod DlvIdmg ObjectIves mto subobJectives or ' steps" allows planners to 
quantIfy objectIves m the short run when they are not easIly quantIfiable m the long run 

C6 ChOIce of Strategy 

StrategIes are the behaVIOr patterns an orgamzatlOn adopts to accomplIsh ItS ObjectIves 
StrategIes are typIcally descnbed as programs, events, operatIons or projects Each objectIve 
pertammg to a goal may mvolve several strategIes Goals and ObjectIves mdicate what an 
orgaruzatIOn mtends to achIeve, strategIes tell how to achieve It Examples of strategIes mclude 
reducmg tax rates m selected mdustrIes where mvestment would generate slgmfIcant growth, and 
mcreasmg tax collectIon rates 

C7 ActIon Steps 

ActIOn steps are the measures taken to fulfIll a strategy They should be conCIse, explICIt 
and understandable ActIon steps are usually short term, Ie, no more than one plannmg penod, 
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and must match be consIstent WIth strategIes and ObjectIves m order to mamtam the strategIc 
plan's mternal consIstency 

C8 Plan Implementation 

An unplementatIOn plan takes the strategIc plannmg process to the level of mdlvldual 
responsIbIlIty It assIgns specIfIC responsIbIlItIes for the strategIes and actIOn steps to mdlvlduals 
and groups wlthm an orgamzatIon It IS cntIcal that thIS sectIOn of the plan, perhaps more than 
any other, receIve the cOmmItment of top managers, theIr staffs and other unportant 
constItuencIes Asslgrung dutIes and responsibIlltles to mdlvlduals and orgaruzatIonal uruts 
provIdes a basIs for performance evaluatIOn ImplementatIon plans also speCIfy deadlInes for 
completmg actIon steps, defme the resources needed to complete each actIon, and determme 
sources of fundmg ImplementatIon plans, WhICh are usually presented m the form of tables, 
typIcally lIst the strategIes and actIon steps requIred for each objectIve and the correspondmg 
offICIal or agency responsIble for It 

Once strategIc planrung IS completed, It must be unplemented The plan must be 
understood and followed by all partIes mvolved m ItS unplementatIon It IS VItal that an 
orgamzatIon controls thIS process and overcomes reSIstance to unplementmg the plan A strategIc 
plan usually proposes changes, and change IS usually reSIsted It IS deSIrable to schedule some 
qUIckly attamable objectIves WhICh wIll help buIld momentum and enthusiasm of the people 
mvolved, and may reduce reSIstance by demonstratmg real accomplIshments 

C9 Momtormg Results 

It IS cruCial to morutor the unplementatIOn process by measunng the level of performance, 
evaluatmg results and makmg adjustments to the plan If It turns out to be unrealIstIC or If 
envIronmental changes make It unposslble to achIeve the stated goals and objectIves or to pursue 
the strategIes and actIon steps Feedback channels must be establIshed and used Human and 
fmanclal resources must be allocated for these actIVItIes It IS also unportant to hold regular 
meetmgs between top managers and project morutors, some of whom may be from the strategIC 
planrung group, to report on progress and SOhClt adVIce on pOSSIble changes The momtormg 
group should be mvolved m analyzmg feedback data as well as workmg WIth alternatIve scenanos 
of future development Developmg contmgency plans helps an orgamzatIOn prepare to solve 
unforeseen problems m the unplementatIon stage 

CIO Adjustments to the Strategic Plan 

After each penod, the strategIC plan and ItS unplementatIOn must be evaluated and 
adjustments made Once the evaluatIOn IS completed, the plannmg group should repeat the entIre 
plannmg process to determme If the plan remams conSIstent WIth the group's mandate ThIS 
second plannmg process IS lIkely to reqUIre only about 15 percent of the tIme reqUIred for the 
mitIaI plan Results of the evaluatIon may mdicate a need to adjust or redefme some of the goals 
obJectIves, strategIes, actIon steps or budgets The evaluatIon also shows If full attentIon was 
gIven by the constituents to the unplementatIon of theIr respectIve dutIes and responSIbIlItIes 
under the strategIC plan Morutormg and evaluatIOn proVIde a "realIty check" for strategIC 
plannmg and unplementatIon It also helps an orgamzatIon determme how to adjust the strategIC 
plan and ItS unplementatIon to changmg condItIons 
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D Summary of Vologda Agnbusmess Investment PromotIOn Plan 

StrategIes 

• Focus on the most lIkely mvesttnent opporturntIes 
• Create an mvestment polIcy reform IrntIatIve 
• Share mformatlOn freely 
• ReorganIZe current resources and aVOId creatmg new mstItutIons 

Goal A Improve the mvesttnent c1lffiate 

ObjectIves 

• Improve mformatIOn systems 
• Increase mvestor serVIces 
• Improve the legal enVIronment 
• Upgrade management SkIlls 
• Make local agnbusmess flfms fmancIally attractIve 

Goal B Promote mvesttnent opporturnties 

Objectives 

• PublIcatIOns 
• ExhIbltIons 
• Trade mIssIons 

Agnbusmess Investtnent PromOtion StrategIes 

Focus on the most lIkely mvestment opportumtIes 

Concentrate resources IrntIally on the most likely reCIpIents of external mvesttnent-
tlffiber, lumber, poultry, beverages and daIry If mvesttnent promotIon actIVItIes m 1998 are 
successful, reallocate resources on less lIkely candIdates - meat and egg productIOn-m 1999, and 
on the least attractIve candIdates-feed, bottled water and flax-m the year 2000 

Develop Investment polIcy reform InitIatIve 

Use all avaIlable means to mfluence legIslatIOn at the oblast and federal levels, mcludmg 
draftmg legIslatIOn to be mtroduced by Governor Pozgalev, submIttmg legIslatIon dIrectly to the 
Vologda Oblast LegIslatIve Assembly, and organIZmg a publIc relatIOns campaign to mfluence 
pubbc opirnon m favor of legIslatIon supportmg mvesttnent 

Share Information freely 

OrganIZe systems for shanng mformation between departtnents of the admmistratIOn, and 
proVIde potentIal mvestors free, easy access to mformatIOn concernmg mvesttnent regulatIOns and 
opporturntIes 
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ReorganIZe current resources and aVOId creatmg new mstItutIOns 

Assess the functIons of admmlstratIve departments currently mvolved m mvestment, 
ehmmate redundancIes, redefme responSIbIhtIes and authonty concernmg mvestor support and 
mvestment promotIon, and develop new orgarnzatlonal mecharusms to coordmate actIvItIes and 
use mstItutlonal resources more effIcIently AVOId estabhshmg new agencIes and offenng serVIces 
WhIch could be provIded by the pnvate sector 
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External Scan MatrIx 

Vologda Oblast Strategic Plan for Investment Promotion 

Private Non Banks Guarantee Investor RecIpient Russian Banks Russian 
Constituents Investment government (acting as & Agn Local Agn Federal Investment Population 

Companies Investment Investors) Insurance BUSinesses BUSinesses Government Promotion at large & 
Factors Funds AgenCies PR Ad local 

legal & Population 
Other 

Support 
AgenCies 

A 8 C D E F G H I 

Marketable 1 x x x x x F 1 x X X 
agnbuslness 
Investment 
opportunities In 
Vologda Oblast 

CompetitIOn (Including 2 A2 82 C2 D2 E2 F2 X X X 

alternative financial 
and Investment 
markets) 

Oblast location and 3 A3 83 C3 D3 E3 F3 X X X 
other geographic 

I factors 

Macroeconomic 4 A4 same as same as same as same as F4 G4 X 14 
, 

situation In RUSSia and prevIous prevIous prevIous prevIous I 

VO (lncl inflation, 
Interest e rate etc) 

Taxes In RUSSia and 5 A5 same as same as same as same as F 5 G5 X 15 
Vologda prevIous prevIous prevIous prevIous 
Oblast (Including 
Ralons) 

FinanCing resources 6 A6 8-6 C6 D6 E6 F6 G6 X X 
available to 
constituents 

Services available (PR 7 A7 87 C7 D7 E7 F 7 X X X 
ad promotion legal) 

Political stability In 8 A8 same as same as same as same as F8 G8 X 18 
RUSSia and Vologda prevIous prevIous prevIous prevIous 
Oblast 

w 8 1 -



Pnvate Non Banks Guarantee Investor RecIpient Russian Banks Russian 
Constituents Investment government (actmg as & Agn- Local Agn Federal Investment Population 

Companies Investment Investors) Insurance BUSinesses BUSinesses Government Promotion at Large & 
Factors Funds AgenCies PR Ad Local 

Legal & Population 
Other 

Support 
AgenCies 

Legal environment & 9 A9 89 C9 D-9 E9 F9 G9 H9 X 
contract enforcement 
practices In RUSSia and 
Vologda Oblast 

Crime In RUSSia and 10 A 10 same as same as same as same as FlO G 10 H10 I 10 
Vologda prevIOus prevIous prevIous prevIous 
Oblast 

SOCial and cultural 11 A 11 8 11 C 11 D 11 E-11 F 11 G 11 H 11 I 11 
factors (including 
RUSSian foreign 
differences) 

Level of technology 12 X X X X E 12 F 12 X X X 
and capacity utilizatIOn 

Constraints to 13 A13 813 C 13 D 13 E 13 F 13 G 13 H 13 X 
Investment (as seen 
by constituents) 

Current level of 14 A14 814 C14 D 14 E14 F14 X X X 
nongovernment 
agribUSiness 
Investment 

Envlronmental{ecologl 15 A 15 same as same as same as same as F 15 G 15 H 15 I 15 
cal factors prevIous prevIous prevIous prevIous 
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