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5. Slavutich Review of Health and Safety
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C. Draft Graphic Presentation of Action Plan,
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d. Draft Graphic Presentation of Action Plan,
December 13, 1996 E
Draft Summary of Meeting - Joint Coordinating Committee E/U
US Study Tour - August 17-31, 1996; Community/Industrial
Relations - a NET Project Training Program E/R
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a. Small Business Administration Loan Programs E/U
b. Small Business Administration Defense Loan E/U
and Technical Assistance Act
c. Defense Diversification Grant Program E/U
d. The Rocky Flats Workforce Restructuring Plan E/U
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E = English; U = Ukrainian; R = Russian
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10 L. Interim Planning Guidance for Contractor Work
Force Restructuring E
Meeting the Needs of Small and Mid-Size
Businesses
Hatchlings May Have to Fly the Coop
Modeling Cleanup of the Hanford Nuclear Waste Tanks
Community guide to Base Reuse [Office of Economic
Adjustment; Office of Assistant Secretary of
Defense for Economic Security] E*
n. Organizing for Economic Adjustment [Department of
Defense President’s Economic Adjustment
Committee] E*
o. Planning Civilian Reuse of Former Military Bases
[Department of Defense President’s Economic
Adjustment Committee] E*
jo Communities in Transition - Community
Response to Reduced Defense Activity [National
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q. A Governor’s Guide to Economic Conversion [National
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*  Full copy of document can be obtained upon request
**  Document to follow

E = English; U = Ukrainian; R = Russian
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DRAPT: §$:25 PM November 30
Memorandum of Understanding

betwean the Government of Ukraine
and

the Govermments of Lhe G-7 Countries and the
Commission of the Eurcopean Communities

on the Closure of the Chernobyl Nuclear Power Plant

The CGovernment of ITkraine, hers:rnafrar referred ta as
"Ukraine", and the respective Guverawsnls vl Lhe G-7 counlilie=s
and the Commiscion of the Eurcpean Communitiaes, hersinalzar
rafarraed to as "the G-7" have developed & cocperatlve gdpproach on
the elaboration and implementation of a Comprehensive Program to
eupport tha daclsion of Ukraine to cleose the Chernohyl Nuclear
Power ¥lant by the year 2000 as formulsated by Presidenc Kuchma i
his statement of April 13, 1995, and ix hic lctter of Auguct 8,
18498, £m -7 Teaders. The Program wiil CIus 1mp.ement Ihe
commitments of the leaders of the G-7, mads in Nagples, Italy in
1994 and Halifax, Carada in 1563.

The pregram is cuided by rthe Iollowing crinciples:
The friencdly relatlonsnips among Ukrzitg aud m=wbers ol Lhe G-7,

The rsritical linkages tetween energy sector retcrm and Cthe
achievemneul ul Ukraine's economic and secial weform opjectives;

‘'he complementarity betweern measures summarized hersin to suppusl
Chernobyl's closure and thc deveclopment of 2 long term energy
sacter strateqgy in {lkrainma, faking Llnta acccunt sound eccnom:ic.
financial and eavironwental critesia, and leading to an «fficient
sustainable, market-orianted energy sector well-suited to
Tkraine's needs:

The necessity of the montinuous promarian af 3 nigh laval of
nuclear safecy around the world caxing iulw avcecun. Lhe
principlea apccificd in the International Cenvention on Nuclear
Safaery snd &the recegnition of the esssntial rcle played 1o this
reyasd Ly a strong and independent naticnal nuclear safecy
ragulator;

™



aT tne internarionsl

The need to mobilize financial rescurces Ir
community and demestic sources to suppcyc Lhe decisiun ol Ukraine
tm close the Cherncbyl Nuclear Power Piant

The nced to enaurc £full co cperatisn frcom the UKkrainlan entities
assoclrated with all elements of rhe comnranersive pPIrogram

The recogniticn of the early closure cf cthe Cherncbyl Nuclearx
Power Plant will have adv rerse eccnomic ané scciLal implicacicns
for Ukraine while also facilitating the f£lcw <f internaticnal
tinancial resaurces and impraving the narsisnal standards of
nuclear zafeLy.

1The recognition of the fact that Cpe rasponsipility for nuaiear
safsty lies exclusively with the cpevating state, racludiuy au
effastive ragime for liability f£2r nuclear cdamags corresponding

to accepted internacional norms.
The desirapility of 1ncreasing energy ~fficrency.

The importance of our joint commizmant tc take 31l necesgsazy
measures for the decommissicning ¢f che (hernoovl Nuclear rower
Plant in the shortes:t, practically achievebls time.

ve ‘ec;cei upos the Zolicwling
O 2 “GC" o] ..,U..fpc*'t the

pibe

Power Planrt oy rhe year 2000:

Ukcsaine and the G-7
Comprehncncive Program of ccop
closure ot the Chernodbyl Nuczl

D0

W o bl a = s-v'nc-

1. Ukrainc and the ¢ 7 will continue teo cooperate in the
devalopmant ot a f1nanr1ally satind eleacrric power marker with
markec-based priciny that will encouzage =nergy eflilciency and
conservation and will work cosperatively in generating and
atcraCtlng the domestic and incernatcionsl rescources needed both
for safety measures and for new ccplccl investment in power
generarian, rransmission and distrizucieon.

Energy Jnvectrment Pragram

2. Ukraine and the G-7 will work with the internaticnal

financial institutiong as wall as foreign and domestic investors
to prepare loan-financed proijectcs based upon least-cost planning
principles for complction of Khmelnitsky II aand Rovno IV nucleax

reactors., tcr thermal and hydro plant reRaniiirarnion and pumped
sturage projesis, and for eusiyy elliciszucy projects it
accorcanze with Ukraine's energy sac:icr sirategsy. In crdexr to

support the closure of Chernobyl. tne investment prcgram will
identify least-cost power supply ;:VCS*Tents ¢ me=: Ukraine's
furure natienal power requirements in tne taoxntext of a

compelilive mazkel-bdased power sector.

BEST AVAILABLE COPY
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3. Uxraine and the G-7 will work with ¢ rale

organizations as well as mulzilazeral and kilazaral dencrs or an
expedited basis to prepare and lmplemend grolects £Cr sheort TerT
gafety upgradec at Cherncbyl III and for dscemmiszsioning of the

Cherncbyl Nuclear Power Planr.
4. Ukraine and the G-7 will continus -o ccoperate in the
development of a cost effective and e'vv—ﬂnnenba1ly sound

+

-~

approach to the shclter for Cherncoyl IV, including the
definitiaAan, as snnn Al pn=:1nL

the Lasiy fur geviewing Zizancial

arhniral and cost opticons as

aah

<
sguiremeants.

S. Ukraine and the G-7 reccanize the implicaticons of the clcsurs
of the Chernebyl plant fcr thec werkers and their familics. The
European Commissiocon and tne Go"e-“meﬂ. at zne United Stares will
assist the Government of Tkreinz deveiou an Action Plau Loz

addrassing the social impacts of zha cles:re of Chernobyl.
1 ~1a’ - -

§. Tu peevide {ov Lhie ?upluue sLation of che pregzam outlined in
caragrapneg 1-5, Ukraine and the G-7 will <ooperate in the
idenzification of .aterpat-onal arnd domestiC Ukrainian tuna-ng
sourcess and the mobilization 2f int=rmnaticnal Iinance in suwpost
of aporopriate program ac:tivities.

7. Attachmens 1 preacnts & gummary of thc current financial
resources either availahie or nnrpv corsi1ceranion rtrom rhe G-
and international financial luslitlulicus. Soue elews:iils ace
subjact to the complation of projact specific faasibilicy
studies. AtCachment % p*OVLGes che list of priority projects of
the Comprehensive Frogramme.

8. As a yuiding principle, revenue generating projeccs would be
conecidared for international loan financing and Ukrainian
domestic resources. Non-revenue generating projects., directly
r=lated to the closure cf Chsrnobyl, would be comsicderesd for
internatimral grant financing and, aceounting for the: financlac
and economic situation :n UXraine, Ukra:nian domesTic resQouUICes.

9. Papresentatives of Tkra:ne, the G-7, and the inteznational
firanciszl .npsticutions will meec at ieast annually LO moniteor

implementaticn of the comprehensive Srogram I¢- tac cloauvre of
Cheranony. =nd rensider 3-y recn=i~s1l or fimanei1al issues Fha~

tepressul puleubtial Ubslavles LU i=elicliiy 1E3 cjectives.

BEST AVAILABLE COPY




MOU ATTACHMFENT 1

G-7/UKRAINE COMPREAENSIVE PROCRAM
FOR THZ CLUSUKE OF CHERNOBYL

SUMMARY OF CURRENT FINANCIAL RESCURCES
FROM THE INTEZRNATIONAL COMMUNITXY

{vs 5 MILLIONS)

== ——— —
GRANTSH IFI AND TULALS®
EURATCM
LOAN
FINANCING?
POWER SECTQR 13 43
RESTRUCTURING
ENERGY INVE3ZTMENT 102 1,829 1,511
PROGRAM
NUCLEAR SAFELY ANV 343 139
DECOMMISSIONING
SOCIAL IMPACT 1 4
PLANNING
TOTALS 198 1,869 Zz,3C73

Couummnicced.

1
Z

Some loans are pending subjecr ro approval baced on
necessary feasibilily studies.

3. Ukratintian in-kind and f:inanclal contributicnz will he
dcfincd as projects are developed.

BEST AVAILABLE COPY
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COMPREEENSIVE PROGRAM OF THE G-7 AND URRAINE TO SUPPORT THE
CLOSURE OF THZ CHERNOBYL NGCLEAR POWER PLANT

PRICRITY PROJECTS

I. LIST OF NON-REVENUZ GENERATING PROJECTS
PROJECT COKRLESPONDING
MCU DARACRAIH

1.+ DECOMMISSIONING OF THE CNF? PARBGRAPHE 3

1.1 G3STAGE 0 (S YEARS

PREPARATORY WORK PRIOR TQO DJECOMMI3ZSIONING OF CNFP
1.2 STAGZ 1. (10 YEARS AFTZR (CMPLRTION OF STRCF 0)
TUEL AND WASTEZ MANAGEMENT

1.3 STAGC 2 { 9 YEARS ArFTCR CCMFLLETICN OF 3TAGZ 3}

DECOMMISSIONING OF CNP2

2. PLAN TO DEAL WITH GOCIAL IMPACT RIZILATED PARAGRAPH 3
TO CLOSURE OF CNPP

3. SHORT TERM NUCLEAR SAFETY PRRAGRADPH 1
IMPROVEMENTS FOR CNP? UNIT =3
¢. **TRANSFORMATION OF "SHEZLTER" PARAGRAPH 4
INTO AN CNVIRONMENTALLY SATC CYSTCM
5. POWER SECTOR RESTRUCTURING PARAGRAPH 1
BEST AVAILABLE COPY



LL. REVENUE GENERATING PROJECTS

6. COMPLETIUN OF RUVNU #5% AND KHMELNITSKXY 27 PARAGRAPH 2

£.1 SAFRTY TMPROVEMENTS AND COMPLETICN OF

KEMELNITSKY #2 AND ROVNO #4

NI T

6.2 CONSTRUCLTLON OF HV TRANSMISSTON 1.7 T

KIMELNITSKY AND ROVNO UNITS

7. REHABILITATION OF THERMAL PUWEXR PLANTS PARAGRAFH 2

INTRODUCTION OF PEAK CAPACITIES FARAGRAPH 2

-CONSTRUCTIUN OF DNLleESteR PUMPED STORAGE

9. ENERGY ErfFICIENCY AND PARAGRALH 2
DEMAND SIDE MANAGEMENT

PROJECTS RRQUTRTNG CLARIFICATION BEFORZ BREING INCLUDED

10.

rrr REILOCATION AND CONETRUCTION OF 7SCXV SWITCHYARD QUTSICZE

- -

CUNTAMLNATED ARZA AT CHERNOQEYL. N=¥.

L E B 4

ESTIMATED COSTS WILL BE DEFINCD, TAKING INTO ACCOUNT THZ AEA
TECHNQLOGY STIMY

ESTIMATED COSTS WILL BE DEFINED ACCORDING TO STUDIES OF
ALLIANCE CUNSURTIUM ANU THE PRUTUCOL BETWEEN THE EUROPFAN
COMMISSION AND UKRAINE, SIGNED IN BRUB3ZL3, 11 SEPTEMBER
1995.

TO BE CLARIFIED BY UKRAINIAN AND G-7 EXPERTS.

BEST AVAILABLE COPY

B L JUSP I




h]
{
{
[
I
[
-
‘0
g
il
ra
w
I
m

ENI/EEUD/ 217 D2~ SUFFIRT @3 SgT @2zF  F.E8

DRAFT TERMS OF RErE
THE SOCIAL IMPACT C

- b

> Turpose of e Project
7o znalyz2 the social impact ¢l <icsonz CNFP and assist Uxraine
.n sraparing a rlan comzpcsad ¢ mzasuras to azlleviate thsz social
impact cf clesizng the plan:t.
B 3zckeorcun
Presidernt Xuchma has made a ccmmitmant o close ths Chernchyl
Nuclear Sower Plant bv the vear 2005 and Id2nt:Zied the nzei Icr
wastern ageistance :n addrassing Istur Xey lsstues (securing
ajeguzte rezlacement TTWEX, decom:issicc;ng and nu:; r was:te
managsment, I5516IaNCe With sarcopiagus ¢ Unit Nc.4 and Ins
sccial impact ci clos:re ci tze zlazt!. G-7 regzrasentatlives ars
wCrKing with Ukraini SCunterparis to devellT a2 comprenansive
procram concerning ,he closure of Chernozyl whicz addresszss these
sur c:n:e:ns. Elements 6% the czmcreh2asiva Srograr thaTt ars
belnc ccrgidered iaclude a Social CTost Flan

-

The ZU andéd US have agreed t¢ werk jeointly with Ukraine 1o a
reviaw oI the social impact oI clgsing CN?P and nave budgeted
Zunds :o sover the zost cf their particization. Tne reviaw will
include the recommendaticn of measures zhat could bs tskan witziln
the c:::ex- @f Ukraige’'s cvwerall 2CONOMIT IESITIUCIUCInG prIgram
-0 allieviate th2 social impact of the plant’s closure. The need
for suzh a review was identiiied by a jcint ZU-U.S. missisn o
Uxrains ia laze 1234 kasad on cdiscussions wizh a oroad rangs of
Tkrainian cfiicials arcd recresentsatives of CNPF and Slzvutich,
zhe new pur-cse-bDuilt city wiere mcs: ONFPF employees live witlh
the_r families.
C. DObjectives:
Tne ohxjectives of the prcjact zrs to:
- analvze th2 socilal impact cf closure of CNPZ with particular
attantion focused on the workers at the plant and
inrabivants of the Slavutich regicn.

stractagy for addressing the sczial impacts

- dsvelop = general
identified iz the analysis.

- preparz a rlan 2f actlon aimed ilevisting the maler

cio ac a
social cscnsequences of clcsing CN22.
structures tc
ccntzined in the wlarn ¢l aziic

N —

- elaberate apsropriate meczanisms and

-~ -

administer the ipiziacives
1

BEST AVAILABLE COFY
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with a mackesc econcmy. The Zmpl.cyren:
ta devalcp eilective smplcvment servic

o -

W e

I
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ACT-1E-1995  L3:eg SMI/SSUD/E [ /1058 SUPFIRT TCI 328 Jzzz s.23
D. Prciect Zaneficiaries:
Tmz direct zroiect bensfiizizzy will Te tne ciflce o the Deputy
Priime Minligstar fcr Social AZlzirs T
Thne indirsct proifect Deneficiarizs wil_ Ze the stal of ths IFF
a=d theiT familiss, the communioy I Slavatizh and tZe Thernsovl
-acgion
=z Pro-ect 3cope and Leliveraz:ies
The proiect will address Zcoin tihe scoizl lmpact on individuzls
and the impzact on thae locsl and regionzal lzpoo markals.  FLrsT,
the age axd cualificazicas structirs 22 tie workiorcs at che
planz will D2 ascerctained. This will highlight the possizilitles
for eariv yetlirament, vstrainming, ssdeplcymaent and transisc
Cac-"d existing lazbor and CTREr 3TTLal IICIeCILIN policizs,
rams zné rasources will o2e raviswed and revisions prooosad és
a::roc*z;c: =0 gzimulaze ‘zz cTreaticn and zlcernative eccnoric
~activity, and to address ladoy mIsility lssues
Reccomended pro-ect activities will Tepra2sent & orozd consensus
boded a:ceptance b“ ke zTarticlzsnts T the greatest extent
vessible. The re-omme":a:;:ts will k2 basad on realistic
sircumetanc2s and pr-chkaz Jurure conditicns in Ukralne Lo sush
form that thsy are clearx l wndéerszznzazle and ccmsistent Wit
oclizias of ca::L:;:at;ng carties. ALl project activitlies will De
sosrdinated with otier Uskrawnien and donery sconscred szudies anc
activizies That may Comtrifuc:2 I 1ie suctess oI this ellzro. I
carzizulay, cocréinatica will De assured witk the IT Iirnanced
Tkzaine Employment Services Project snd USAID assistance in
restructurizg Ukraine sscial psiicies o meke them compatiibls
s ; Przject will aim
e g Tic '
s c b

"ot Q

'
o
1]
[{]
"]
th
‘U
1]

gontributing ccunsaling and placemen:
Ifmcted by the closure cf CINFP.

Ttc the =znticzipzcted lakor

Consideraticm will 52 givan firez of =1l
reeds of Caccmmissisning the CNFP anc nuclesy waste management
inclucding possible wark on rahzbilitating tie sar:cuhagu . An =7
TACIS szudy on waste Trescment w._l iZentiiy the volumaz ci laoeor
reguires. Pargonnel rneecded for these acilviiies may fe raguired
over = lengthy ;=:;:: s time alter closure. Rsgognizing tiat
=== of tre woziisrzs at the INPP ls nighly qualified, acdditiczal
employment oppsorrunitiss will llkely Sxist 'nrough The recantly
EstabLlSH°c Zncernaticnal Reseavzn znd ?ecn.clc;' Zenmzer (IRTC)
in Slzvusich which can utilize _ocal Tmudlesr axger:ilsse
Activitias both Zor attrastilng iavesIment ané st 1ﬂLlac 1g
indigencus business activity will be considered. The projecst
will stress matcning skills to dsmand or anticipated demand.
Ac-ua. and anticipaczd cP:l:y:en: copeortunities cutsids The toe

- e d3S23=2l

Crarmobyl-Slavutich regic: will

-

[\
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The significant deliverakle cf the proiesct will be a se: c2
reasoned and pragmatic reccrmendationsg for considaration by all
affected parties prepared ia such Zcrm that they mav be brzadly
uaderstcod and sndorsed as a glan ¢ aczicn. Zach actizo and
procram recommnded by the prcject tsam will Ze accompanied by oz
dezailed cdescription, proposed implementatz:izn tlan and schedule
a~d tentative dudget. Zducaticnal and -nmfzcrméational mazerial will
ke provided tc sugdort znd sxplzin e Zindings and
raccmmendazions These material’s may i1nclude cgraghic, crinzed
and video products suitable Izr ma2diz sresenzzticn Zesizrnad zo
inform individuals and grouzs mos: directly zffected v thas
closure cf CX2P.

. ORGANIZATION OF THE ZR2JZCT

{1} Ccint Coordinating Cemmittee

The Tyciect will be imglemenzad undar :the hrcad policy z:idancs
¢? z2 Jciat Coordinating Tommiciea (ICC). Tha JCCZ will serve as
ta2 specnsor of the project. It will provide pelicy and ingut
ccordination, assure the timely oprevosion <f reguired infermatich
and review prciect ckiecziiras, scope, progress and deliverakles.
The SCT will be ultimazely resccensinle for ths pilan of zzrmizn.
The make-up of the JCT will b2 as fcllows:

Ukzzine:

- Cne represgentative zf che CIfize of the Frime Miniszer
wno will serve 23 Chairperson.

-- Rezresentazives of relawvans Miniscries and GCU
Commiztees,

-~ Revrsgentatives cZ such entiti=s &as:
-- Managément cf CNFF
-- Local governments
-- Trace tnicns
Turopean Union:
-- One Rspresentative
Urited Stcates:
-- Cn2 Represercative

epresentatives of IFIs and cther concr organizaticns may be

avicad ce z2ttend some cr all JCC meetings and the zeview

7

workshcepe chat are menticnaed below.

- g

3
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(2) Jeinz Werking Group:

The projecs w lll ke implermencted by a2 Join: Weriging Group (JWS
made up of Ukrainian, EZU anc US exgsris woe will work under the
cverzll :oc::i:a:z:: 2% the Chief ZU Conmsultanmz. The CWS will o=
made-up of experts wlt:h Ccomplementary CoTmDetsence znid exgerience
wno will provide inputs througn a ramge ¢l mezns lacluding
WOrKshops, cne-om-one advice and sIuldy Iour exTesure The leng:th
cZ service cf experts will be Zassd cz prolject needs, cihe
availabilivy cf individuals and tnhe rescurces ¢ contrilbuting
members. - Some Ukrzinian =xperts will ze Zunded v thne ZU znd US.
The WG, wnich will werk grimariiy In Ukraine, will be
ragponsikle Zor planning and carryinc-sut all -*ojec: activities.
~.is includes drafting a grcject wo:h;la: znd SLcn Tting it o
e JCC, preparing and submit:ting ti-weekly project s:iatus
regorts o the JCC, arraaging JCC mestings a re::;rei,
CrG&:iZlﬁg and cznducting a series JI WOCKSACDS, Creparing
materiz_s £or JCC meetings and the workshops and arralging Study
Tzurs zo the IU and US.
The finzl wsrkplan will idemzify all axticizated szudy elerents
and categories of recommendscicns. In preparing the workplan axd
implemenczing the grcject, the CThief CJonsulzants will aztespt o
make full use of Ukrainian experiiss and cocrdéinaz2 witi czher
roalevant Ukrainian, =ZU, TS amnd cther doncT frojects and
aczivizies, They will de particularly careful o work in close

nd oIner Latarn onal finmanczial

a
cceperzticon with the World Bank a zhe
ingtinuzions ard to seek th:;r viaws ani

[}

- -

oI =zhe sztudy and ths form:laction zf rac

2ssz2ry cccasgionally =c¢
pecial sncrt run lnguilries.
and/or sgecialiscs may be
perl“d by the raspec:ziv

Iz is a"_lleuCEd that it may be nec
establish ad hoc sub-ccemmictess cr s
When necessary, sgecial consultan:
rzguired ancé auticrized for limi:

funding authcrity.

. (a

G. Joinz Inputs:

The Jxzzine, EU and US contributicns to the projsct wil

- JCCZ Chairpersc:.
- axper:t members of the JWC as desired.

sment and emploveees and
-

- 30U and local cfficials, CNFP manag
ed "o sarva as members ci

other Ukrainian perscns &5 Iaguir

BEST AvAILAGLE COUrY
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2.

H.

Proiect implementation will
followlng trilatera’ agproval of ¢
Cctobex. Implementation will be car
somezimes cverlapring thases and >

the JCZ and contribute to the zrsjec:t.

Tkrainian eccnomic and social in
Joznt Working Group.
== irsag

Zecilicies

Megeting rocms and ke
Committes and Jcint Werking Croup m

zuropean Urnicn:

2 rerresentative on tne JCC.
A Crniefi Consultant/Project Iocrilnator Ior the WG,

-

Tour Eurszean Unicn Exper:ts.

Tour Ukrainian excerts.
Host and cover the cost of Ukrainian participation == 2
Turogean study tour

- - Tmme

Contribute srinted and vides infcrmation on ralevanz ET

sxperience.

A porzion of zze ces: of translators Ior mes:iings and the
zranslation and reprcduction ci Zocumernts.

Uniced States

A regpresentstive on the JCC
A ChieZ Cznsultant/Deruty Prcject Coordizatcr fcr the JWG,
Cther Uniced States ZIxperts

Ckrainian experts

Lost and cover the cost cf Jkraiailan participatica in a US
scudy Tour.
Coztridute printed and videc imfcrmaticn on relevaac
axperience.

translacors f£or mestings and tihe

A oortl cn ¢cZ zhe cost of trao for
ranslazion and veproduction of documencs.

FROJECT IMPLEMZINTATICN:

begirn no later than November 1, 1585
hese Tarms of Refarence in

ied out in six @istinct an
inished by o= ¢r adout Agxi

S BEST AVAILABLE COPY
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30, 1996. The Phagses are as Iollcws:

Prase I - Project Start-Up B
Joint Coeordinmating Commiziee Istztlished.
Joint Werking Group Zs:tabllslel

W3 Develcps and Presents Froisc: Workzlan.

Fnase II - Dublic Lwareness Activitlisas

Incresse pdb’l' awarensssg Cccocncering the zroject and its
cbjectivas and ics potentieal zznefits to them. It alsc will
irfcrm iaterested parties in the Was: cf che parsticular
prekhlems that muet be addrsssed In the clesura of the TWP2P

Phase III - Iaformation Gatzer:ing and Assessment

Develop a broad underscan ing of =he overall Tkrain
sccncmic sisuaticn, che avaiizbilicy of existing

govermmental and privats ressursas, the political Issues
1nvolved, actizudinal factors and che applicability of
relat=d initiativess thrcughczet Ukrains, the rast of the

-

fcrmar 3oviet Union, =IU countries and the US. Iacludes szudy
b )
cCLurs.

Fhase IV - Devsloping Plan of Action

Cevelopment cf concrete recsmrendatlons and progcsals and
coordination with al:i relevan:t gactlss

Phase V - Approval ¢fZ Flan of Actizno

senzation, review and acproval of Recommendaticns and
oposals.

Thase VI - Prcject Wrap-ur

Reproducszizn and distribution ¢I approved docunants.

BEST AVAILABLE copy
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1. PURSUANT 70O A PRESTDENTIAL OZCREE DATED NOVEMBER
15, 1995, THE GOU ESTABLISHED A GOVERMMENT COMMITTEZ TC
ADDRESS PROBLEMS ASSOCIATED WITH THE PROSPZCTIVE
CLOSURE OF THE CHORNOBYL NUCLEAR POWER PLANT. THE
DECREE CONTAINS LITTLE IMFORMATION ABQUT THE FUNCTIONS,
ACTIVITIES OR AUTHORITY OF THE COMMITTEZ, WHICH IS
~HAIRED BY DEPUTY PRIME MINISTER FOR THE FUEL AND
ENERGY COMPLEX YASYL YEVTUKHQY. ACCORCING TO THE
DECREE, THE COMHITTEE WAS TASKED WITH JEVILOPING
CAQPOSALS FOR A “COMPLEX SOLUTION TO TWE PROBLEMS OF
THE CRORNOBYL NUCLEAR FQWER 2LanT” 8Y MID-JANUARY, BUT
MO SUCH PROPOSAL HAS YET BZf* MADET FUBLEC.

2. 20U OFFICIALS mAVE SUGGESTED THAT THE PRECISE XTLE
OF THE COMMITTEE IS STILL MQT ENTIRILY CLEAR.

YEVTUKHOV HAS TQ THIS PQINT NOT PLAVID A MASGR ROLT M
CHCRNOBYL MATTERS. THI TOMMITTIT WAS NOT/NOT
ESTABLISHED SPECIFICALLY TO AUDRESS IMPLEMENTATLION OF
THE G-7-UKRAINE MSMORANDUM OF UNDERSTAMDIMG ON CLTOSURL
OF THE CHORNQBYL MFF, BUT GlU OFFICIALS DO MOT RULE OLF
SUCH A ROLZ. POST WILL FORWARD ADDITIONAL IMFORMAT ION
ABOUT THE COMMITTEE AFTETR FURTHER OTSCUSSIONS wWITH GOV

OFFICTALS.
3. BEGIN EMBASSY'S INFORMAL TUARSLATIGH OF THE

BEST AVAILABLE COFY



esESIDENTIAL DECREE:

ORDER OF THE PRESISZENT 37 UXRAIME QY TRI
GIVERNMENT COMMISSION FOR 4 “COMPLEX™ (LITERALLY
TRANSLATED) RESOLUTION OF THE PROBLEMS OF THE
CHORMNOBYL NUCLEAR POWER PLANT (NPF)

FOR THE PURPOSE OF THE ORGANIZATIONAL AN
FINANCIAL ASSURAMCE OF THE PERFORMANCE OF TASKS RELATED
TO A COMPLEX SOLUTION OF THI PROZLEIMS QF THE CHORNOBYL
MPP, COQRDINATION OF EFFORTS AMO ACTIVITIES OF
MINISTRIES, COMMITTEES AND THEIR SNTERPRISES,
DETERMINATION OF A SINGLE STATE PCSITION ON THIS ISSUE:

1. TO ESTABLISH A GOVERHMEZNT COMMISSION FOR THE
COMPLEX SOLUTION OF THE PROBLEMS OF THE CHORMOBYL NPP
(HERTINAFTER THE COMMITTEE).

TO APPOINT VASYL YEWTUXHOV CHAIRMAN OF THE
COMMISSION.

TC APPROVE THE MEMSERSHIP OF THE COMMISSION.

-~ 2. TO ALLOW THE COMMISSION TO INVOLVE [N ITS
ACTIVITIES PROMINENT SCIENTISTS, RISPONSISLE OFFICIALS
OF MINISTRIES ANU OTHER CEMTRAL ORGENS OF THE EXECUTIVE
BRANCH, EAPERTS ON THE MATIQNAL ECOHOMY.

3. ORGANIZATION ARD LCGISTICAL SUPPORT SHALL 8€
[NSURED B8Y THE CABIMET OF MIHISTLRS.

4. COMMISSION CHAIRMAN Y. YEVTUKHOV SHALL DEVELOQP
“A CONCEPTUAL PLAN" (ORIGIHAL AMSIGUOUS—COULD BE
TRANSLATED AS “POSTURE, ATTITUOE, STATUS, REGULATICHS,
PRINCIPLES“) FOR THE COMMISSIOH AMD SUBMIT [T FOR
APPROVAL WITHIN ONE MONTH.

S, THE COMMISSION WITHIN TWO MONTHS SHALL CEVELOF
AGREED PROPOSALS FOR A COMPLEX RESQLUTION OF CHORMOBYL
NP? PROSLEMS AND SU3MIT THEM FOR CABLINET QF MINISTERS
APPROVAL.

THE PRESTOTNT OF UKRAINE LECNIO KUCHMA
MOVEMSER 15, 1995

END TRANSLATION OF TEXT OF QEZCREE.
3.u E:g COMMISSION IS COMPEISED OF THE FOLLOWING
MENB :

VASYL I. YSVTUKHMOV, VICE PRIME MINISTER FOR THE FUEL
AMD EZMEXGY COMPLEX; CHAIRMAN QF THI COMMISSION

MIKHAYLQ P. UMAMETS, CHAIRMAN OF THE STATE COMMITTEE
FOR NUCLEAR POWIR UTILIZATION: VICE CHAIRMAN OF THE
COMMISSION (NOTE: UMANETS wAS DISHISSZD FOLLOWING
FORMATION OF THE COMMISSION AMD =[S STATUS AS &4 MEMBER
1S UNCLEAR)

VOLCJIYMYR V. LUKYAMETS, SSNIQR EXPERT, DEPARTMENT 07 )
CUT. AND EMERGY, CABINET OF MINISTERS: SECRETARY OF The T wii9 10

BEST AVAILABLE CUFY
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VIKTOR G. BARYAKHMTAR, VICE-PRISITENT QF +ht HATIONAL
ACADEMY 0OF SCIENCES OF UKRAINE

ANATOLIY M. BELYAYEV, DIPUTY CHAIRMAN OF THE S
SECURITY SERVICE

OLEKSANOR P. GORBATQVSKIY,
OEPUTY CHAIRMAN OF THZ STATE
COMMITTEE OM CONSTRUCTION AN ARCHITICTURE

KOSTYANTYN I. HRYSMCHENKQ, DEPUTY MINISTER OF FORELGH
AFFAIRS

MYKGLA P. DUDCHENKO, CHAIRMAM OF THE SUBCOMMISSION ON
NUCLEAR ENERGY, PARLIAMENTARY COMMISSION ON HUCLEAR
POLICY AND NUCLEAR SAFETY

YURIY I. KOSTENKO, MIMISTER OF ENVIROMMEMTAL PROTECTION
AND MUCLEAR SAFETY, HEAD OF THE OFFICIAL DELEGATION FOR
THE COMDUCT QF INTZRNATIONAL MEGOTIATIONS ON THE ISSUE
OF THE CKORNQO3YL MNPP

VALERIY P. KUKHAR, CHAIRMAM OF THE PRESIDENTIAL
COMMISSTON ON NUCLEAR POLICY AMO ENVIRONMENTAL SAFETY

LEONID V. MININ, OEPUTY MINISTER 0F TCONOMY
TKTOR M. PONAMARENKO, DEPUTY MINISTER OF HEALTH

MYKOLA 1. SIVULSKIY, FIRST DEUTY MIMISTER OF FINANCE
GLODYMYR T, SFA, ACTING MINISTER FOR PROTECTION

QF THE POPULATION FROM THE CONSEQUENCES OF THE ACCIOEMT

AT CHORNOSYL NPP

et
TTERSANUR M. SREBeAoTAV, MINISTER GF ENERGY AND
ELECTRIFICATION

INOTE: WIKOLAY SHTEYNBERG, FORMER HEAD OF THE DEFUNCY
STATE COMMITTEE FOR NUCLEAR REGULATION, NOW A PRIVATE
CONSULTANT ON NUCLEAR MATTERS, SAYS THAT WE HAS ALSO
BEEN AFPQINTED TQ SERVE OM THE COMMISSION.)

MILLER
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o " i EUROPEAN UNION
. o " | DELEGATION OF THE EUROPEAM COMMISSION IN UKRAINE
' | Kviv, 8 February 1996
Raf: 1413

Mr Yevrukhov
Vice Prime Minister of Ukraine

Sugjecs: EU-US Joint Programme
Social Impact resulting from the closure of Chernobyvl NPP.

During October last vear the aitached draft terms of refzrence {or the above project was sudmutted to the
Govermnment. Deputy Prime Minister Mr. Kuras, for comments and approval. We understanc that vou are the
Chairman of the newly established President’s Comurutt2e dezhing with Chernooy! 1ssues. including the soc:al
impact of closure. We are therefore sending vou a copy of the draft terms of referencs for comments. [n the
meantme we would like to provide vou with scme background of the work that has been undertakaz o date.

Sincs Qctober 1993, some preliminary work has besn undertaken. Earlv tnvestigation of the probable scciai
impact of closure indicated that a plan of action to alleviate the major consequences must exntail a thorough
investigation of the potential economic and budgetary unplications of closure on the city of Slavuuch and the
surrounding region. Specifically. it was recogruzed that the present method of funding municipal sarvices is
largely dependent on the revenue from CNPP. [t was also recognuzed =arfy n the process that potential
sources of revenue such as taxes and snterpnise generated {inances was exzemely lututed. and chat anv plan
of action must consider strategues for sustawable scanomuc and empiovment development of the rzgon.

‘ Ukrainian representatives on the jotnt project tzam specitied thewr conczm for factors such as the lack of
leg:station that will snable the establishment of an sconomuic environment that will sncourage investments
small and madium sized enterprises, special zconormuc zones and locai banking capadity. it was recogruzed
that succsss would be largelv dependent upon finances generated by self-development and dusiness acuviues
as phase out and closure occurs and that fundamental 2usiness acumen and tratung would oe crical
slements. Future success is se=n as requinng a hugh degrez of co-ordnation among atl majer participants, the
Govsrmment of Ukraine, the leadership of the Reqion and officials of CINPP.

Since the signing, on 20 December 1993, of the G-7 - Ukrane Memorandum of Understanding. the jount
Ukratruan-EU-US team began the elaboration of major elements of the objectives specified in the dratt joint
T Terms of referance. We understand that President Kuchma has announced the sstablisiment of a Presidential
e Commirtes to administer Ukratnian respansioilities under the terms of the G-7 Memorandum of
Understanding with the Ukravuan Government. Given this aew development, we would appreciats vour
views on the draft Terms of Refereace.

Memters of the EU-US team will be 1in Ukraine during wesk commencing {9 February and we would
appreciate mesting With vou or vour team to discuss the main componeats of the project.

. o -~ /“ | /r“*.«/; /fmr__‘wg__,__
. M. B. Humprreys D. Sprugue‘ /

Head of Technical Assistance USAID Deputy Director
REST AVAILABLE COFPY




! .~ . . EUROPEAN UNION
. | DELEGATION OF THE EUROPEAN COMMISSION IN UKRADNE

Kits. 3 moToro 1996 p.
Bux.: t+:]

[TaHy €BTVXOBY
Biue-TIpesrep-MiHicTpy-YxpatHH

Crocosto: CouirtbHuX Haciakis 3akputTa JopHoOuIscskol AEC.

Y OBTHI MMHYTOr0 pOKY [TPOSKT TeXHI'THOrO JA8IAHHA (I0JAETBCA) 3 JaJHATCHOTO [TPOeKTY OvB
Hazicrawint 10 Ypaay, Bite [Tpesep-MinicTpy maHy Kypacy 174 KOMESHTAPIB T2 VITOIKEHMA. MH IHAEMO,
wo Biz ¢ [onosolo HosovrBopeHoro KoaiteTy ripH [Tpesittesti 3 rMTass YopHOSHTA. BRTOMA T
COUATEHI Hac Lok 3aKpHTTA. ToMy \of HaIcwtaemo Bay xoro mpoekTy T2XHIYHOrO 3aBasHI 1T
JayBaKeHs. My XOTLD! § TAKOXK JaTH Jeaxi MOSICHeHH (1010 pofoTH, AKa g:Ke §v.12 3podieHa 10 LBoro
qacy.
3 :OBTHS 1595 p. 8%e Y12 3podneHa JesAKa ICNSpenid podoTa. PIHHE BHBYSHHA MOKTBI T COLLITHHIX
HACILIKIB JaKPHTTA TIOK1IAT0, LIO [TTaH ILi 10 TOM AXILSHIIO [OMOBHMX HACILIKIB [10BIHEH SVTH

_ 3B'SI33HIO 3 JOCKOHLTBEIO! BIBYSHDM TOTSHIIIHOrO eKOHOMIYHOIO T2 DI0LKeTHOIO 3HAYeHHA 3AKPHTTA

‘ 21a micta CIaBVTHY T2 HAaBKOMILIHBOrO perioHy. OcodmBo Jyno BUABIEHS, WO TSNEPWGU METOD!-
QLHAHCYBAHHA MVHILIMTA T HIX CTyKS Garato B 90My 3a1eXats Bix J0X0xy LAEC, Takox Svio
BCTRHOB.ICHO, U0 MOTCHILATREI TKepe.1a HATXOTKSHb, Taki AK 0JATEIL Ta PLHAHCH, WO
BHpOSIATIDGTHCS MLITDHEMCTBOM, OV:TH JyiKe O0MEKeHL, T2 WO dyIb-A0T [LIAH 1Lt TOBIGHEH
BpaxoByBaTH cTpaTeril cTABLIBHOro SKOHOMITHOrO POCTY T2 PO3BHTKY JAfHATOCTL V LIBOMY PErIOH:.

YKpaiHChKI MPeICTABHINKS CIILIBHO! KOMARUTH [TPOCKTY BHCTOBILTH XHE 3aHCTOKOEHHA TIKIOGL
‘ GaKTOpari AX JeDLUMT 3aKoHOIaBYol 623y, WO J03BO.0L1A § CTBOPUTH eKOHOMITHE CepIOBHILE, KE &

120XOTILNO IHBECTHLIIL B M T2 Cepent MUITPHEMSTRE, CHeWEThHl sKOHOMTHL 30HH Ta McUesl J1HIQBCLK]

OTYHOCTI. Bv:10 3a3HageHe, IO YCIUX ¥ BEMKUA Mipi 3a1eKaTIDE BiX DiHAHCIB, 2K BUPOGIATIOMYTECH

CIMOPO3IBHTXOM Ta BLI KOMEPULITHO! ITLHOCTL [TPOTATCM BHBEISHHA 3 eKCILTYATALIL T3 JAXPUTTA T2 WO

SpItO3HIDG! &1eMEeHTAMM FIOBMHHI CTaTH QYHIAMSHTL I Si3HeC T HABIAHHA. ManSyrEt vertix
BOATAETHON TAKIO, IO BIMAraTIOMe BHCOKOro plBHA KOOPIMHAULL MK veiMa rOMOBHIDG VEacHIKIML,
Y psTon YXpaiHH, KepLEHGITBOM PerioHy Ta odilifgansat ocodargs 3 YAEC.

3 MoMeHTY rimmcarzt 20 rpy.a 1995 p. MeMOpaHIy MY Mpo TopoIyMIHHA MUK YKPALHOK T3 XFalHaymK
"Besnmkot Clvaae” crmimeHa KoManla Ykpairstb €C ta CULA nogata pospoSadTu ro1oBHI €18 MSETH LLTE,
uro 6y-T1 BHIHAYEH] B TPOEKTI CILTHOrO TeXHITHOro 3a31aHHA. M poavmienmo, wo Ipesnient Kyna
oro.toci® crBoperta KositeTy apy [peastaeyTi LA KepIBHMUTBEA MG{TaAMHM. WO 3HAXOIATHCH ¥
BLITOBLIATEHOCTI YKP2iHCHKOL CTOPOHH V BLITTOBLIHOCTI 10 MeMOPaHIYMY [TPO TOPOIVMIHEA MUK
kpaiHayat "Benokol Chvaat” Ta yKpaiHesion Ypsaos. [TprstMaote 10 veary Uei HOBYIL POIBHTCK MO,
o Oyt 8 Xye BIATHI 33 Balli KOMEHTapt J0 TPoeKTY T2CHITHOrO JaBIaHHA.

Y1esy xovany EC-CIA 6vavTte v Kiesi Ha Tioaad, 1o nowxacThes 19 moToro, t Mt SVl BIAWH; 33
MOACTHBICTS 3yeTpiTHEA 3 Bazat abo wieyasat Barol KoMaHD{ I14 0SroBopeHHA OCHOBHIX CKTAIOBIX

pOeKTY. .

- <
-~ | , ""—%/Bl G
/
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' M. B. Xamdpic, . Crpar,
. Kepissux Texui'giol doroMord 3acTyrook Iupextopa USAID

Looginyumiverenizska 10



Anne.xtoDraftTermsofRd'a'mce DRAFT

In September 1995, septatives of the EU and US began the process of o
elaborating a Terms of Reference (TOR) designed to describe future joint activities of
the Government of Ukrzine, the European Union and the United States in fulfilment
of the commitments contained in the G7 - Ukraine Memorandum Cancerning the
Closure of Cherncbyl Nuclear Power Plant (CNPP). Among those commitmeats was
a recognition of the implications of closure for workers and families associated with
CNPP. There was agreement that the EU aad US would assist the Governmeant of
Ukraine to develop an action plan for addressing the social impacts of cfosure.

Preliminary work began in October 1995 when a draft TOR was wransmitted to the
Government of Ukraine for commeant and approval. Em:fy investigation of the
probable social impact of closure indicated that a plan of action to alleviate the major
consequences must entsil a thorough investigation of the potential eccnomic and
budgetary implications of closure on the city of Slavutich and the surrounding region
Spedﬁcnll!. it was recognised that thxg&le’senz method of fuading municipal services
is largely dependent an revenue from P. It was also recognised early in the
process that potential sources of revenue such as taxes aad egterprise generated

. finances was extremely limited, and that any plan of action must include a strategy for

(. Jstainable economic (and employment) development of the regioz.

Ukrainian representatives on the joint project team specified their concern for factors
such as the lack of legisiation that will enable the establishment of an economic
environment that will encourage investment in small and medium sized enterprises,
special econamic zones and local banking mgadty. There was also broad nition
thar future activities would not be supported by the availabitity of massivemng
from either national or international sources in the amouars necessary to sustaia a
successful plan of action to address the anticipated social impacts. There was early
recognition that success would be largely dependent upon finances generated by self-
developmenr and business activities as phase out and closure occurs and that

fundamental business acumen and mnld be critical elemeats. Future soccess

is seen as requiring a high degree of ination among all major participants, the
Government of Ukraine, the [eadership of the Region and officials gf CNﬁP.

Since 20 December 1995 when the G7 Memorandum of Understanding was signed,
the joint Ukrainian-EU-US team began the elaboration of majer elements of the
abjectives specified in the draft joint Terms of Reference. In the interim, President

,Kutchma has announced the establishment of a Presidential Committee to admigister

(_ &rainian responsibilities uader the terms of the G7 Memorandum of Understanding
with the Ukrainian Government. The project team will establish a relationship with
r.hedPresidenrial Commituee for support and guidance in conducting the sodal? impact
study.

o



TEXHIYHE 3ABOAHHS NO NPOEKTY

NiArOTOBKA MJIAHY Oi L1040 COLIAJIbHUX NMPOBJIEM
YOPHOBUJIbCbKOI ATOMHOI ENIEKTPOCTAHLLIi TA MICTA CNIABYTUY

A. MeTa npoekTy

MpoakaniayBaTk coujanbHi Hacnigky 3akputta YHopHobunschbkoi AEC
(HYAEC) Ta cyvacHuin ctaH pobodoi cunu HAEC, HaceneHHa Ta exOHOMIYHMX
OCHOB perioHy mM.CnaByTud, a Takox po3pobuTtu nponosuuii (pekomexHgauii)
lWwoao opranrizauii Ta 3abearnedyeHHs [LOBrOCTPOKOBOro (MoOCTynanbHOro)
pO3BUTKY perioHy m.Cnasytny.

B. BuxigHa indpopmauia

20 rpyaoHs 1995 poky Ypsn Ykpainu Ta [penctaBHuku aepxas Benukoi
CiMku nlignucany MemopaHayM Npo B3aeMOPO3YMIHHSA WOA0 3akputTa YAEC.

MpesunoeHT Kyyma BU3HAYMB HEOOXIOHICTb HaaQaHHa 3axigHo! gonomMoru y
4YOTUPLOX MOMIOBHUX HAMNPAMKax (3HaXOOXEHHS a0eKBaTHOro aamiHHuka YAEC
3 Touku 30py obcariB eHeprii, wWo Bupobnsetbcs; BusepeHHa YAEC 3
ekcnayaTtauil i NOBOMXEHHS 3 PagioakTUBHMMKM  Bigxo4amu;, HaJaHHS
gonomorn wono diHaHcysaHHa pobiT Ha «Capkodasi» 4-ro eHeprobaoky;
NOM AKLWEHHSA couianbHnx Hachniakie 3akputrs YAEC). MpencrasHukn aepxas
Benukol CiMku CRiBNpauoioTs 3 YKPATHCLKOK) CTOPOHOK Yy po3pobui
KOMMAeKcHo! nporpaMu wono 3akputta HYAEC. Lis nporpama nosBuHHA
OXOMnoBaTh  BCi  4OTWpW Hanpamku. [oO enemeHTiB nporpamu, siki
PO3rnsfaloTsCs, BXOOAWTb OOBrOCTPOKOBMIA NnaH MNOCTYNanbHOro pPO3BUTKY
perioHy M.Cnasytuy. €C i CLWA panu 3rogy cnisnpauioBatut 3 YKpaiHow vy
chepi aHanisy TenepiwHboro Ta ManbyTHLOro PO3BUTKY perioHy M.CnaByTuny |
BUAINUAY KOWTW Ha TPUCTOPOHHIO y4aCTb CrneuianicTis, AKi 3aiHATI B NpOekTi.
AHania MicTuTMMe pekoMeHgauil CTOCOBHO 3axopie wWoao 3abe3neyeHHs
PO3BUTKY perioHy, fkux MoxHa O6yno O BXWTM B KOHTEKCTI 3aranbHoi
nporpamMn  eKOHOMIYHOT  PecTpykTypu3sauili B8  YkpaiHi. HeobxigHicTs
nposeneHHa ornagy 6yno BM3Ha4eHO CninbHOW Miciew €C i CLUA B YkpaiHi
HanpukiHui 1994 poky BHacnigok O6roBOpPEeHb, MPOBEAEHWX i3 LMPOKKUM
KOMOM YKpaiHCbkux odiuintHnx ocid i npepcraeuukis YAEC T1a CnasyTnua,
HOBOroO, cneuianbHO NOByOoOBaHOro MicTa, Oe 3apa3 Mewkae OinbuwicTb
npauisHmkis YAEC 3i csoimMu cimamu. PobBota no npoekty y nnaHi
HaKOMWYeHHs [aHWX, NPOBEAEHHHA COUIONOriYHUX ONUTYBaHb Ta aHanisy
mMaTtepiany byna posnoyarta B nuctonani 1995 poxy.

B. Lini

LingaMu gaHoro npoekTy €:

3acTynHuk ronoen [epxkomaTomy
OEMUWOIOK B. M. —— *’;/

£ e

57 o572,
7

s



- NpoaHanilzysaTy NOTOYHY EKOHOMIYHY Ta CouianbHy CTPYKTYPY perioHy
CnaeyTuya, npuginsiodn ocobaney yeary nepcosany HYAEC, uneHam ix cimen T1a
MeLKaHusMm Micta CnasyTud Ta CnaByTUHCBKOrO PErioHy;

-  po3pobnTK reHepanbHy CTPATEr0 Woa0 BUPIWEHHS N1TaHb, NOB A3aHUX 3
couiansHnmMK noTpebamn, aki ByaoyTe BU3HAYEHi B NPOLECi NPOBROEHHS asanily;

- nigroTysaTtu nnaaH LA, CIPRMOBAHMX HA BUPIWEHHSR NUTaHb, NOB K3aHNX 3
OCHOBHUMW COUaNIBHVIMM Ta €KOHOMIYHUMUK noTpebamun, aki 6yayTb BUABAEHI B
NPOLECI aHaniay, BKIIOYAYN MOXIMBE NPOBEASHHS I0PMANYHOT (3aKOHOOaBHO )
LiSNbHOCTI;

-  po3poduTk BioNoBigHI MEeXaHi3Mu Ta CTPYKTYPW 4N8 KoopAnHauil iHikiaTue,
BU3HAYeHNX NNaHoOM A, fKi HanpaeneHi Ha 3abe3nedYeHHs NOCTyNnanbHOoro
po3suTKy periony ChasyTunya.

I'. Benediuiapii npoexkTy

BeanocepepHim BeHediuiapiem npoekTy € OepxasHnin KomiTeT YkpaiHm no
BUKOPUNCTAHHIO SAepHOi eHepril.

OnocepenkosaHnmu bexediuiapiasmu npoexkTy € nepconan YAEC Ta ixHi cim'T,
mewkarui Chasytuya Ta CnasyTMHCBKOro perioHy.

A. O6car npoekTy Ta BOKYMEHTALif 32 NPOEeKTOM

MpoekT oxonnwoBaTUMe NUTAHHA COUIaNbHOro BNAMBY SIK HA TPOMAadfRH, Tak i
Ha MiCUEeBWA Ta perioHanbHU puHKK npaui. [No-nepwe, byane 3ibpaHo aaHi
lwoao Biky Ta keanidikauii pobiTHukie HAEC. Lle ponomoxe BrusHa4uTy
MOXNUBOCTI PAHHLOrO BUXOAY Ha NEHCi, NepeniaroToBKM Ta NepeseeHHs Ha
iHWwe micue pobotu. Mo-gpyre, Byne nposegeHo aHani3 icCHYI040i NoNITUKK,
nporpam Ta pecypcis WoA0 couianbHOro 3axncTy pobiTHUKIB | 3anponoHoBaHo
3MIHW 00 UMX OOKYMEHTIB 3 METOI0 CTUMYITIOBAHHA MPOLECY CTBOPEHHA HOBKX
pPoBoHMX MiCUb, PO3BUTKY a/bTePHATUBHOI EKOHOMIMHOT AiSNBHOCTI, a8 TaKoX 3
METOIO BUPIWEHHS NUTaHb WoA0 MobBinbHOCTI pobo4yoi cunu.

PekomMeHaoBaHi 3axogu 3a NPOEKTOM MalkTb SKOMOra wuplue eigobpakaTt
OOCHTHYTUIA Y4aCHNKaM KOHCEHCYC Ta PO3YMIHHS HUMW cuTyauii. Pekomenpauil
MaioTb FPYHTYBATUCH Ha peanbHux 00CTaBnHax i MMOBIPHMX MaibByTHIX ymoBax B
YxpaiHi Takum 4mHOM, Wwo® BoHW ByAn NOBHICTIO 3pO3yMinMmMn O CTOPIH-
yYacHWub i Bignogigany ix nonitnui. Bei 3axoan 3a npoekTomMm MaloTb
Y3rogoKyBaTnCs 3 iHWKWMMK 3axo4amu Ta JochiLXeHHamu, diHaHcoBaHmmm
YkpaiHow Ta AoHopamu, ki MOXyTb BYTU KOPUCHUMW Oa8 yCnixy NpoexTy.
3okpema, byge HanarogxeHo cniBpobiTHMLTBO 3 diHaHcosaHumu EC MpoekTom
HagadHs Nocayr 3 rnpaueBfallTyBaHHA B YKpaiHi, a Takox 3 AreHCcTBOM
MixHapoaHoro po3suTky CLUA, v cdepi pedopmyBaHHS couiansHOT NOAITUKNK
YKpaivu gns toro, o6

3actynHuk ronosu depxkomatomy YKpaiHu
JEMAWOIKOK B.M.




npuBecTy 11 y BiANOBIOHICTE 3 BUMOramMu pPUHKOBOT €KOHOMikK. [1poexT
HaJaHHa NocAyr 3 NpaueBnawTyBaHHA B YKpaiHi Mace 3a MeTy Jonomortu B
po3pobui edekTMBHOI cucTemu npauesnawTtysaHHs Yy CnaByTWLLKOMY
perioHi.

Mepw 3a Bce 6yne poarnsiHyTO odikyBaHi notpebu y pobodit cuni ons
BuBeneHHa 3 ekcnnayaTtauili YAEC Ta noBOOXEHHA 3 pafioakTUBHUMU
BiOXOAamMu BKIIKOHAI0YM MOXIMBOCTI pOBOTK MO PeKoHCTPYKUil «Capkodary».
NocnimkeHHs, sike 6yae nposegeHo €C B Mexax nporpamu TACIC,
BM3HAYUTL Bignosioxy noTpeby B pobouin cuni. PobiTHuku, HeobxigHi aons
NPOBEAEHHA Ha3BaHUX 3ax04iB, MOXIMBO,  3HAOOONATLCA Ha  3HaYHW
nepiod yacy nicns 3akputta HAEC,

BpaxoBywun Te, WO BinblWwicTb nepcoHany YAEC € BUCOKOKBanipikoBaHUM,
MMOBIpHO, iCHyBaTMME [LO0AaTKOBA MOXJ/IMBICTL MPaUEeBNaLLTYBaHHA 4epes
HewWwOoOaBHO CTBOpeHuitn MixHapoaHWiA DOCAIAHULBKO-TEXHONOMYHUA LEeHTP
(MATL) y CnasyTudi, sknid MOXe 3any4aT¥ MicueBux creuianictis y coepi
aTOMHOT eHepreTuku.

Y pamkax npoekTy 6yne npoeegeHa oOuiHkKa BiANOBIOHOCTI HaBWKIB
po6iTHMKIB Ta NONUTY Ha POBOYY CUTY, a TaKOX OYIKYBaHOro NOMUTY Ha Hei 3
METOI0 BM3HAUYEHHS PeansbHOl Ta OuiKyBaHOI MOX/IMBOCTI NpauesnallTyBaHHA
3a Mexamu CnasyTuucbkoro perioHy. Ocobnusy ysary B npoekTi 6yne
npuaineHo po3pobui pekomeHOauin no sabesneyeHHI0 YMOB, siki HanpasneHi
Ha 3aNy4eHHs IHBECTWUIA, Ha CTUMYMIOBaHHS MICUEBOI NiANPUMEMHMNUBKOI
aKTUBHOCTI, Ha po3BUTOK Manoro 6i3Hecy Ta CTBOPEHHA HOBUX POBOYMX
MICUb.

BaxnusuM JOKYMEHTOM, Skt Mae OyTv niaroToBNeHO npoTarom
BUKOHaHHS NPOoeKTy, € Habip rpyHTOBHWUX Ta NparMaTU4HNX peKoMeHaauin, saxi
NO4al0TLCH Ha PO3rnag 3auikaBneHux CTOPiH, CKIaAeHUA TaKuM YMHOM, WOo6
BiH ByB 4iTKO 3pOo3yMinum i Mir ByTu yxsaneHum Ak nnad Ain. Koxed 3axif
a6o nporpama, pekoMeHgosaHa pobO4OI0 rPYnoKw  NpoekTy, Mae
CYNpOBOAXYBATUCA AEeTanbHUM OMUCOM, MOMepeaHiM rpadikoM BUKOHAHHS
poBiT Ta nonepeaHiM GookeToM. N8 NiaTPUMKK Ta NOACHEHHSA BUCHOBKIB Ta
pekoMeHaauin Mae ByTn HagaHo mMaTepiany Has4anbHoro Ta iHpopMaUuinHoro
xapaktepy. [0 X cKnagy MOXyTb BxoauTu rpadiyHi, ApykosBaHi Ta
Bigeomarepianu npuaatHi ona npeseHTauii y 3acobax macosoi iHbopmMauii i
CrNpsAMOBaHi Ha iHdOPMyBaHHA OCIO Ta rpyn HacesieHHs, 9Ki 3a3HaBaTuMyTb
HanbINbLLWIOro BNNNBY Y 3B'A3KY i3 3akputTam HYAEC.

€. OpraHizauis npoekTy

(1) 06 egHaHmin KoopamHauinnuin Komiter

MpoekT Mae BWMKOHYBaTWCH Nif 3aranbHuM KepisHuuTBOM O6’eOHaHOro
KoopaouHauinHoro Komitety (OKK). OKK Mae BucTynat CROHCOPOM MPOEKTY.

Bi# 3abesanevyyBaTvMe KOOPAMHAUIKD y4acTi CTOPIH, CBOEYacCHe nocTayYaHHs
HeobxigHol iHdbopMauiT | KOHTPONb uinei, obcsary Ta xoay BUKOHAHHA NPOEKTY

3acTynHuMK ronosu JepxkoMaTtomy Ykpainu
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i cninkyBaTMMe 3a NiaroTysaHHaM JokyMmeHTauil 3a npoektom. OKK 6yne HecTn
OCTaTOYHY BiANOBINANbLHICTE 3@ BUKOHAHHA naany ain. Cknag OKK 6yge Takum:

Big Yxkpainu:
- 3acTynHuk rofiosu JepxasHoro KOMITeTy YKpaiHn no BUKOPUCTEHHIO
anepHoi eHeprii (demuaok Bopnc MapTuHosuy), Akuid BucTynatnme
K ['onosa;

- npeacTaBHWKY BiaNOBIAHMX MIHICTEPCTB Ta YPAGOBUX KOMICIR.

MpeacTasHuMKK:

- kepiHuuTEa YAEC:

- MicUEeBMX opraHie Bnagu;

Big €Bponeiicokoro CrisToBapucTea:
- dvpekTop esBponeincokoi nporpamu TACIC B YkpaiHi.
Big Cnonyyenumx LUtaTis Amepuki:

- 3acTyrnHUK ronoBM MicCii aMepuKaHCeKoi areHuii 3 mixxHapoaHoro
pO3BMTKY B YKpaiHi, binopyci Ta Monposi.

Cxnap KoopownHauiiiHoro komiTeTy no peanisauil npoexkTy 4043€EThHCS.

MpeacTaBHKKIB MiXXHaPOAHMX diHAHCOBMX opraHizauin (M®PO) Ta iHwunx
OopraHizauiin-goHopis MOXNMBO Byae 3anpolleHo B3ATU y4acTb Yy aeskunx abo ycix
3acipaHHax OKK Ta ornsnosux cemiHapax, Npo siki 1OeTbCs HuXYe.

(2) O6'enHaHa Poboua Mpyna

MpoekT Mmae sukoHysaTuncs 06 egHaHow Pobovoio Mpynow (OPI), wo
cKnanaTuMeTbCH 3 ekcnepTie Big Yxkpainn, EC i CLUA, ski npautosatiMyTe Nig
3aranbHUM KepiHnuTBoM TonoBHMX KoHCyAbTaHTIB Big YKpainu (ronosa OPT:
3acTynHuUK reHepansHoro aupektopa HYAEC, MNaspwunid Baaguchas Bacunbosnd),
€C T1a CLA, npn3HayeHHMx npegcTtasHukamu nporpamm TACIC Ta
AmMepukaHCbKOoT areHuiil 3 MiXXHapoOHOro po3suTKy B YKpaini BianosinHo. OPT
MaE CKNanaTuCR 3 eKCnepTiB i2 B3aEMOOOMNOBHIOKIHOIO KOMMNETEeHUIEK Ta
DOCBIQOM, Y4aCTb SKUX Y NPOEKTI NonsratuMme y NpoBefeHHi cemiHapis,

3acTtynHuk ronosu Jepxkomaromy Ykpainm
AEMWNAKOK B.M. '




NPUBATHWX KOHCYANbLTAUIR, opraHisauil HasHanibHux Typie. Tpusanicte pobotu
excnepTie 3anexaTuMe Bin noTped NpPoekTy, HarBHOCTI oOKpemMux ocib Ta
pecypcie CTORIH-y4HaCHULUb.

OPT, ska npauoBaTuMe nepesaxHo B YkpaiHi, 6yne BignoeigansHowo 3a
nnaHyBaHHS Ta NPOBEAEHHS YCIX 3axofiB 3a npoekToMm. Lle 6yae Bkaw4aTh
niaroTyBaHHs nnany pobit 3a npoekTom, ABoTMXHEBRMX 3BiTiB An8 OKK npo xig
BUKOHaHHA NpoekTy, opraxizauilo 3acinade OKK y pasi notpebwn, opradizauio Ta
NPOBEAEHHS HU3KWN cemiHapiB, NigroTyBaHHs maTtepianis gas 3acinaHb OKK Ta
cemiHapie, NpoBeOeHHs HaB4anbHux Typis 0o €C Ta CLUA.

OcTaTo4Hui BapiaHT nnaHy pobiT Mae BM3HAYMTK BCi HANPSAMKW OOCAIOKEHHS Ta
KaTeropii pekomergauiir. NpoTarom nigroTyBaHHs nnaHy podiT Ta BUKOHAHHSA
npoekTy FonosHi KOHCYAbTaHTM ManTh MaKCHMANbHO NOBHO BMKOPWUCTOBYBATU
nocayru yKkpaiHCbknx daxisuie Ta 34iACHIOBATY KOOPAMHALIKD 3 iHWUMMN
BiANOBIAHUMIN NPOEKTaMK Ta 3axogamu, ski NposoaaTeca YkpaiHow, €C, CLUA
abo iHwnmn goHopamu. Ocobansy yeary cnig npuainnt poboTi y TicHomy
cniepobiTHUUTEI 3 BececsiTHIM BaHkoM Ta iHWWMKU MiXHapogHNMK diHAHCOBMMN
opraHizauisMn i OTPMMaHHIO BiZ HKMX BiAryKkiB Ta KOHCYNbTauiiA NPOTArom
nposefeHHA OOCHIOXKEeHHS Ta NiAroTyBaHHS pekoMeHaauin.

MepenbayaeTbes, LWLO NPOTArOM BUKOHAHHS MPOEKTY MOXE BUHWUKHYTK
HeobxigHICTb B oprarisalil TMMYacosnx 4oNoMiXHWX komiTeTiB abo y nposenerHi
KOPOTKOCTPOKOBUX OOChiaXeHb. Bpaxosyloun ue, y pasi HeoOXigHOCTI MOXYTh
3HapnobuTtucs i, ignosigHo, 6yayTb Hapari Ha 0GMEXeHWn CTPOK BIANOBIAHUMMN

diHaHCylOHMMK opraHizauisMm NoCayrv cneuiaibHMX KoHCYNbTaHTis i/abo
cneuianicTis.

X. YuacTbs cTOpiH Y npoekxTi

YyacTb Ykpainu, €C i CLLUA y npoexTi 6yae HacTynHow:
1. - YvacTb YkpaiHu:

YHaCHUKKM NpoexTy Big Ykpainu:

- Fonoea OKK;

- HeobxigHa KineKicTe ekcrnepTis-ynexis OPl;

- NPEeACTaBHUKM ypaay Ta MICUEBUX Opradis Bnagu, KepIiBHUUTBO Ta
nepcoran HAEC, iHwi ynenn OKK Big Ykpainu;

iHWwe:

- HeobxigHa ekoHOMIYHA Ta couianbHa iHdhopmalis, 3a sumMoroi OPI;

3acTynHWK ronosu LepxkomaTomy YkpaiHu

AEMWUIKOK B.M.
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3.

npUMILLLEHHS Ta HeobxigHe oBnamHaHHA AN NPOBEAEeHHs B YkpaiHi
3acinanHs 06°epnanoro KoopAauHauiiHoro KomiTeTy Ta 3ycrpiven
OFPT.

YyacTb €sponeticekoro Coioay:

y4acHuKu npoexty Big €C:

npeacTtasHnk €C y OKK;

FonosHuit KoHcynetanT/KoopauHatop ons OPT;

iHLe:

npuiioMm penerauii Ykpaidv Ta cnnadeHHa BuOaTkis NpoTarom
HaB4anbLHOro Typy B €spony; :

LPYKOBaHi Ta Bigeomarepiany npo pocsig €C y BignosigHin ranysi;

YyacTKOBa onnaTa Nocnyr nepeknafadis nif 4ac nNpoBefeHHSs
3ycTpiyen, nepexknagy Ta BiATBOPEHHSA AOKYMeHTaujl.

YyacTtb Cnonydernx LUTartis AMepuku:

y4yacHukn npoekTy sig CLUA:

npenctasHuk CLUA y OKK;

FonosHui KoxcynbtanT/3actynHuk KoopaunHaropa poekTy
ana OPT;

iHWwi ekcnepTy Big CLUA;
HLe:

npuirom penerauii Ykpaiiu Ta cnfayeHHs BuaaTtkis npoTarom
HaByanbHOro Typy 8 CLUA,

OpyKoBaHi Ta Bimeomartepianv npo pocsig CLWA y signosigHin ranysi,

4acTkoOBa onnata Nocnyr nepexnagadis nig 4ac NposeaeHHA
3yCTpiYen, nepeknany Ta BiATBOPEHHS OOKYMeHTauil.

BuUKOHaHHA NPOEKTY

BrkoHaHHA npoeKTy noBMHHO pPO3no4aTUCH nicns TPUCTOPOHHBLOIO

YXBaneHHsa uboro TexHidHoro 3asgarus. BukoHaHHa npoekTy dyae posaineHo

3acTynHuk ronosu JepxkomaTomy YkpaiHn
OEMUNOIOK B.M.
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Ha WICTb OKpeMUxX ertanis, Aki iHOAI 36iraTuMyTbCa 32 YaCOM NPOBEAEHHS |
6yne s3aseplieHo no/npubnusHo 30 xosTHa 1996 poky. ETann BuMKOHaHHS
NMPOEKTY Taki:

Etan 1 - NOYaTOK BUKOHAHHA NPOEKTY:

- YTBOPEHHS 06" enHaHoro KoopauHauinHoro KomiteTy;

- yTBOpeHHs 06 eaHaHoi Po6ouoi Mpynu,;

- p03p061<a i npesexTauis OPIM nnaxy pobiT 3a NPOeKToMm.

Etan 2 - 3axoau 3 iHOOPMYyBaHHA rpoMagCeKOCTI

36inbweHHsA NoiHPOPMOBaHOCTI rPOMaaChbKOCTI LWOA0 NPOEKTY, AOro uinen
Ta NOTEHUiMHMX noKpalieHb BHACNILOK MOro BUKOHAHHA. IHOOPMYBaHHA
3axigHux naprtHepis woao Tux npobnem, ski NoTpebyBaTUMYTb BUPILLEHHS
BHACNIAOK 3akpuTTs YAEC.

Etan 3 - 36ip Ta ouinka iHpopmautii

[OCArHeHHs LUMPOKOro PO3IYMIHHA ICHYIO4MX YPSAOBUX Ta NpuUBaTHUX
pecypcis, BIONOBIOHWMX NONITUYHUX NUTaHb, OpPieHTaull Ccycninecrea Ta
OOUINBHOCTI iHILiaTUB 332 NPOEKTOM Y Pi3HUX perioHax YkpaiHu, ¥ KONUWHbOMY
PapaHcbkoMy Cotosi B uinomy, y gepxasax €C i B CLUA. MNpoeepeHHs
HaB4anbHUX TypiB.

Eran 4 - po3pobka nnany gin

Po3pobka KOHKpPETHUX PpeKOMeHAauin Ta Npono3uvuin i koopauHauis 3
yciMa CTOpOHaMMn 3a NMpOoeKTOM.

Eran 5 - 3aTBepKeHHs nnaHy aiv

Mpe3eHTauia, aHania | 3aTBepKeHHs pekoMeHOauin Ta npono3uuin.
octato4Ho [flnaH A4in cxBanoeTbCd [0N0OBOKO KOPAMHALIRHOIMO KOMITETY,
npencTaBrmMkamu  €sponencekoi nporpamu TACIC B Ykpaidi Ta Mmiciil
aMepUKaHCBKOl areHuii 3 MiXXHapO4HOro PO3BUTKY.
Etan 6 - 3aBepweHHs NpoekTy

BiOTBOPEHHA Ta PO3MNOBCIOIKEHHS 3aTBEPLIXKEHUX OLOKYMEHTIB.

3acTynHuk ronosn JepxkoMaroMy YkpaiHu
ODEMUOIOK B.M. .
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Cxnap KoOpAaUHaLINHOIO KomMiteTy no peanisauii
cninbHoro npoekTy YkpaiHu, €EC ta CLA no sa6e3nedyeHHio
couiajbHOrO po3BuTKy m.Cnasytuya

1) Demuawk Bopuc MapTtuxosud - ronoBa KoOopAMHAaUIMHOro
3acTynHuk ronosu epxxkomaTomy KOMITeTy
T. 462-57-97

2) Yposuuerko Bonogumup MNetposuy _ 3aCTyMHUK rON0OBKU
ronoea CnasyTUYCLKOT MICbKOIT KOOpAVHaLINHOro
Paau HapogHux genyraTis KOMITETY

3) NapawuumH Ceprin KOCTAHTUHOBUY, - 3aCTyMHWK ronosu
reHepanbHuit anpektop BO KOOPOMHALUIAHOTO
*HYopHobunscbka AEC™ KOMITETY

4) NpuitMauerko Mukona isaHoBMY
3acTyNHUK ronosun Kniscbkol
obnpepxanMiHicTpauii (3a 3roaoio)

5) Berepa Csitnana AHatoniigHa
3acTynHuk MiHicTpa couianbHOro
3axXuCTy HaceneHHs YkpaiHu

6) Maikn Xamdpic .
Onpexkrop esponencekoi nporpamu TACIC
B YKpaiHi

7) Desin Cnper
3acTynHuK gupekTopa Micili
AMEPUKAHCBLKOI areHuil 3 MKHapoL4HOro poO3BUTKY
B Ykpaini, binopyci Ta Mongosi
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.CKnap
06 egHaHoi pob0o401 rpynu No peanisauii
cnineHOro npoekty Ykpaihn, €C ta CLUA
no 3abesneyeHHo couianbHOro po3snTky m.Cnaesytmnd

Maspunii Bnaowncnas Bacuneosuy - lTonoea rpynu
3aCTyNHUK reHepanbHoro gupekropa

BO HYAEC no xagpaM Ta couianbHum

NMUTAHHAM

Ten. (04479) 2 63 46

loTcaiHep Mapk Haymosuy - 3aCTYMHUK rOI0BU rPpynu
3acTynHuk ronosu CnaeyTCbKOl MICbKOT

Paguv HapooHWx genyraris

Ten. (04479) 2 66 56

Pomxep WopTt
onoBHWMI KOHCYNLTaHT/ KoopanHaTop NpoexkTy
esponenceke CnisTOBapUCTBO

Beprapg Kenni
[TONOBHMA KOHCYNLTAHT/ 3acCTyNHUK KOOpAMHATOPa NPOEKTY
Cnonyyeri WTatn Amepuku

YneHu rpynu:

1. BoryTta BikTop Kyamuy,
AwvpexTop Kniscekoro o6nactHoro
LUEHTPY 3anHATOCTI

2. NMncapeHko AHaTonin Apkaginosuy
3aCTyNHMUK ronoBu NOCTINHOI

Komicil BepxoeHoi Paau YkpaiHu

3 NMUTaHb EKOHOMIYHOI NONITUKK

3. AHOPIOWEHKO AHaTONIN iBaHOBMY
HavanbHUK yrnpaseniHHa KuiBCbKOT
obnpepxagMiHicTpiuii

4. Kosunusknin Onekcanap OnekcaHaposuy
3aCTYNHUK HayanbHWKa BiAOiny perioHanbHol
NONITUKK MIHICTEPCTBA EKOHOMIKM YKpaiHu

5. Nakomos Bonogumup IBaHosuy
3aCTYMNHUK rofoBu AreHcrea
KOOpOuHauii MbKHapoOaHOT TeXHIYHOT
aonomMoru

)
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6. TuMoLLeHKo [anuHa isaHiBHa

HavanbHWK BigOiny couianbHOro 3axucTy ocié
Npu HaA3BUYaMHUX CUTYaLisax Ta rpoMaasH,
aki nocTpaxaanu Big HopHOBMALCEKOI
katactpodu MiHicTepcTBa couianeHOro
3axXMCTy HaceneHHs Ykpaiiu

7. TpeTtsk KOnia MNeTpisHa

rOMIOBHUIA crieuianicT siaginy couiansHoro -
3axucty KabiHeTy MiHiCTpiB YkpaiHu

Ten. 226 36 83

8. Xonbko Bonoanmup isaHoeuy
oupekTop CnaeyTChbKOro
LEHTPY 3aMHATOCTI

Ten. (04479) 2 08 06

9. Nonusoga Onekciin KoCTAHTUHOBUY
HavanbHUK Binainy JepxkomaTomMy
Ten. 294 48 08

10. MpokoneHko isaH OnexcaHaposuy
HavyanbHKK Bioainy AepxxoMaTomMy
Ten. 294 48 58

11. Knumenko MeHagin Onekcinosuy
rONIOBHWIA KOHCYALTAHT KOMICIT BepxoBHOI
Paon Yxpainun 3 nuTaHb €KONOrivHO1
noaITUKN

Ten. 291 60 53

12. Mpockypa Mukona iBaHoBMWY
3aCTYNHWK Ha4anbHMKa BigAiNYy HayKoBo-
TEXHIYHOro CynpoBOOXEHHS pPobIT O
niksigauji Hacnigkis asapit Ha YAEC

Ten. (283) 5 11 52

13. Onanesa ipuHa BonoaumipisHa
3aBigytoya BinAiNOMEKOHOMIKM Ta CouianbHOro
po3BUTKY MicTa Cnasytmnycekoro MBK

Ten. (044 79) 2 68 86



MEMORANDUM OF UNDERSTANDING
BETWEEN
THE GOVERNMENTS OF THE G-7 COUNTRIES AND
THE COMMISSION OF THE EUROPEAN COMMUNITIES

AND

v

THE GOVERNMENT OF UKRAINE
ON THE CLOSURE OF THE

CHERNOBYL NUCLEAR POWER PLANT

THE RESPECTIVE GOVERNMENTS OF THE G-7 COUNTRIES AND
THE 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 program is guided by the following principles:
- The friendly relationships among Ukraine and members of the G-7,

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

- The complementarity between measures summarized herein (o support the
closure of the Chernobyl Nuclear Power Plant and the development of a long
term energy sector strategy in Ukraine, taking into account sound economic,
financial and environmental criteria, and leading to 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 in this regard by a strong and independent national nuclear safety
regulator;

- The need to mobilize 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
facilitating the flow of international financial resources and improving the
national standards of nuclear safety.
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- 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.

- 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.

"

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.

II. Energy Investment Program

2. Ukraine and the G-7 will work with the international financial institutions as
well as foreign and domestic investors to prepare loan-financed projects based
upon least-cost planning principles for completion of Khmelnitsky II 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.

III. Nuclear Safety

3. Ukraine and the G-7 will work with the relevant international organizations as
well as multilateral and bilateral donors on an expedited basis to prepare and
implement projects for short term safety upgrades at Chernobyl III and for
decommissioning 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 Impact Plan

5. Ukraine and the G-7 recognize the implications of the closure of the Chernobyl
plant for the workers and their families. The European Commission and the
Government of the United States will assist the Government of Ukraine to
develop an Action Plan for addressing the social impacts of the closure of
Chernobyl.



V. Financial Resources

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.

) . 7. Attachment 1 presents a summary of the current financial resources either
‘/3 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 Ukrainian 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. Implementation Review

/
"/, 9. Representatives of Ukraine, the G-7, and the international financial institutions
h will meet at least annually to monitor implementation of the comprehensive
! program for the closure of the Chernobyl Nuclear Power Plant and consider -
7 any technical or financial issues that represent potential obstacles to realizing its
/ objectives.
7%
{'-
S
]
/.
7 Done in Ottawa, this 20* day of December 1995, in duplicate, in the English and
/ Ukrainian languages, each text being equally valid.
/
,
/ -
/ ) /
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/ FOR THE GOVERNMENTS OF FOR THE GOYERNMENT
’ THE G-7 COUNTRIES AND THE OF UKRAINE
r COMMISSION OF THE EUROPEAN
// COMMUNITIES
/
/
/
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ATTACHMENT 1

G-7/UKRAINE COMPREHENSIVE PROGRAM
FOR THE CLOSURE OF CHERNOBYL

Y

SUMMARY OF CURRENT FINANCIAL RESOURCES
FROM THE INTERNATIONAL COMMUNITY

(US $ MILLIONS)

GRANTS! IFI AND TOTALS?
EURATOM
LOAN
FINANCING?
POWER SECTOR 43 43
RESTRUCTURING
ENERGY INVESTMENT 102 1,809 1,911
PROGRAM
NUCLEAR SAFETY AND 349 349
i DECOMMISSIONING
_d SOCIAL IMPACT 4 4
PLANNING
TOTALS 498 1,809 12,307
1. Committed.
2. Some loans are pending subject to approval based on necessary feasibility
studies. ‘
3. Ukrainian in-kind and financial contributions will be defined as projects are
developed.



ATTACHMENT 2

COMPREHENSIVE PROGRAM OF THE G-7 AND UKRAINE
TO SUPPORT THE CLOSURE OF THE
CHERNOBYL NUCLEAR POWER PLANT

‘ PRIORITY PROJECTS

L LIST OF NON-REVENUE GENERATING PROJECTS

PROJECT AND
CORRESPONDING MOU PARAGRAPH
1.*  DECOMMISSIONING OF THE CNPP

PARAGRAPH 3

1.1 STAGE 0 (5 YEARS)
PREPARATORY WORK PRIOR TO DECOMMISSIONING OF
CNPP

1.2 STAGE 1. (10 YEARS AFTER COMPLETION 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
4 ** TRANSFORMATION OF "SHELTER"

INTO AN ENVIRONMENTALLY SAFE SYSTEM

PARAGRAPH 4

27



POWER SECTOR RESTRUCTURING

PARAGRAPH 1

REVENUE GENERATING PROJECTS

COMPLETION OF ROVNO #4 AND KHMELNITSKY #2PARAGRAPH 2

6.1 SAFETY IMPROVEMENTS AND COMPLETION OF
KHMELNITSKY #2 AND ROVNO #4

6.2 CONSTRUCTION OF HV TRANSMISSION LINES TO
KHMELNITSKY AND ROVNO UNITS

REHABILITATION OF THERMAL POWER PLANTS

PARAGRAPH 2

INTRODUCTION OF PEAK CAPACITIES
PARAGRAPH 2

- CONSTRUCTION OF DNIESTER PUMPED STORAGE

ENERGY EFFICIENCY AND DEMAND SIDE MANAGEMENT

PARAGRAPH 2

PROJECTS REQUIRING CLARIFICATION BEFORE BEING INCLUDED

10'***

* X%

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

AN

ESTIMATED COSTS WILL BE DEFINED, TAKING INTO ACCOUNT
THE AEA TECHNOLOGY STUDY

ESTIMATED COSTS WILL BE DEFINED ACCORDING TO STUDIES OF
ALLIANCE CONSORTIUM AND THE PROTOCOL BETWEEN THE
EUROPEAN COMMISSION AND UKRAINE, SIGNED IN BRUSSELS, 11
SEPTEMBER 1995.
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UKRAINE POWER RESTRUCTURING PROJECT

CHORNOBYL SOCIAL IMPACT TASK
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Hagler Bailly Consulting, Inc.
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USAID UKRAINEFIF;_"OWER RESTRUCTURING PROJECT
CHORNOBYL SOCIAL IMPACT TASK

m Goals:
»  Ukrainian steering committee with broad participation

»  Action plan to alleviate social impact of CHORNOBYL NPP
Closure

m  Strategic Setting : G-7 Initiative; Joint EU-UK-US Project
m  Work that has been accomplished
m  Work that remains to be done

m  Preview of potential Action Plan recommendations
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USAID UKRAINE POWER RESTRUCTURING PROJECT
it CHORNOBYL SOCIAL IMPACT TASK

STRATEGIC SETTING

® The Joint Project team is led by an EU TACIS consulting team.

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

e 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 cénsultants to assist in establishing a central, local and
enterprise level participation in a social impact steering committee. CNPP and Slavutich
have eagerly participated.

e  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.

o 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.
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® Four workshops have been held with local, national and enterprise officials to help

e EU TACIS has also funded an Employment Project in Slavutich to assist in

e The Joint Project team has developed survey instruments for local implementation

" USAID UKRAINE POWER RESTRUCTURING PROJECT
' CHORNOBYL SOGIAL IMPACT TASK

SOCIAL IMPACT SURVEYS AND WORKSHOPS

define the social impacts of closure. Most have been in the Slavutich region.

developing a response to labor force issues.

in the following areas:
»  detailed labor market survey of CNPP and Slavutich region
»  pilot survey of 30 existing Slavutich enterprises
»  attitude survey of Slavutich residents/CNPP workers
» communal service and city expenditures

e Preliminary survey data were received on May 6th.
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| 'USAID UKRAINE POV\AER RESTRUCTURING PROJECT

CHORNOBYL SOCIAL IMPACT TASK
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:
CNPP Station Workers Ancillary Workers
6,472 5,327
About 8,800 workers and their faﬁilies 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%).

The average monthly income for a station worker is about $150 US.
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USAID UKRAINE POWER RESTRUCTURING PROJECT
| CHORNOBYL SOCIAL IMPACT TASK

“ANCILLARY” WORKFORCE

Less is known currently about the make-up of these workers. They are lower paid,
less desirable, service jobs.

A greater percentage of these 5,300 workers live outside Slavutich (31%)

The workers staff both plant jobs and city services:

--kindergartens 983
--cultural center 411
--Station Foodstuffs 1,444
--Refurbishment 284
--Guest Services 84

Subtotal 3,206

--ChNPP Housing &
Communal Services 2,121

They are presumed to have a high percentage of liquidator status.

Their average incomes are considered to be much lower.




USAID UKRAINE PO; \ RRESTRUCTURlNG PROJECT
, CHORNOBYL SOCIAL IMPACT TASK

WORKER/RESIDENT 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 low priced 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 minlmum average income was considered to be $218/ month for Slavutich.
% - &gﬁ

Over 30% own their homes.

/?J—-




-+~ USAID UKRAINE PO RES) RUCTURING PROJECT

CHORNOBYL SOCIAL IMPACT TASK
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.

2
The city houses some%éOOO residents. They are evacuees from Pripyat and CHORNOBYL,
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 that 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.

ks




USAID UKRAINE PO RES)RUCTURING PROJECT

CHORNOB YL”' SOCIAL IMPACT TASK
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 pro;ects
and other donor initiatives

> (CNPP'’s Paroshin has estimated almost 3,500 jobs related to
sarcophagus, safety and decommissioning)

> survey of city finances and CNPP communal services
> central government social bfograms
»  Assist working group in developing a draft Interim Action Plan
Based on the EU TACIS schedule, these should be completed by the end of June. The

USAID 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.

Lh
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- USAID UKRAINE POWER RESTRUCTURING PROJECT

CHORNOBYL SOCIAL IMPACT TASK

PREVIEW OF POTENTIAL ACTION PLAN COMPONENTS
e The general direction of recommendations is based on the participation in local workshops,
interviews with enterprise and central government officials and interviews with the donors. It
is however, a Ukrainian plan and will reflect their priorities and experience.
e Recommendations to achieve the following have been discussed:
-~ Active program to attract new employers to the Slavutich region
--  Gradual program to move the population of Slavutich to other locales

--  Immediate program to avoid social unrest in Slavutich

--  Continuation of salaries for redundant CNPP station workers and transfer of communal
assets/workers to Slavutich

--  Retraining and training programs for redundant workers related to other energy
generation, decommissioning & waste management and G-7 programs

-- Job preference for CNPP workers/liquidators at other energy plants

--  Bridge grants from foreign donor to maintain communal services/workers

11
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USAID UKRAINE POWER RESTRUCTURING PROJECT
CHORNOBYL SOCIAL IMPACT TASK

POSSIBLE DONOR INTERVENTIONS RELATED TO SOCIAL ACTION PLAN

Maintain a joint EU-UK-US Social Project presence to assure progress to implement action
plan recommendations.

Develop goals for employment of Slavutich region workers/liquidators in donor funded
projects relatc‘-:;?d to G-7 MOU.

Design,projects for energy efficiency, health maintenance and radioactive waste
management and decontamination in the Slavutich/Chernigev region; such as, Slavutich
demonstration program; Chernigev textile industry efficiency improvement; Chernigev
electric motor repair center; forest cultivation on contaminated land; biotechnology:
manufacture of basic serums.

Establish enterprise fund for SME development related to long term G-7 MOU projects; e.g.,
West NIS “Chornobyl” fund.

Encourage removal of legal and banking impediments to private enterprise formation.

12
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CHORNORBYI NPP CIOSURE SQCIAL IMPACT PIAN
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OVERVIEW

Goals:

»  Ukrainian Steering Committee with broad participation
»  Action plan to alleviate social impacts of Chornobyl NPP closure by 2000

Strategic Setting:  G-7 Initiative; Joint EU-UK-US Project led by EUTACIS
Progress to date
Overview of significant findings

Actions needed from G-7 and Government of Ukraine




CHORNORBYIL NPP CIOSURE SOCIAI IMPACT PIAN

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 Group 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 31,1996.
However, Vice PM Yevtukhov and Dpty Minister Demydiuk have left the government.
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CHORNOBYIL NPP CIOSURF SOCIAL IMPACT PIAN

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
TACIS has funded three European experts and one local expert. TACIS 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

¥y VvV v ¥



CHORNORYI NPP _CIOSURE SOCIAI IMPACT PIAN

PROGRESS TO DATE (cont)

® An “Interim” Action Plan was prepared in June, 1996 to address the potential social impacts of
closing ChNPP unit #1 by November, 1996.

® The Interim Action Plan recommends measures for employe/family information and counseling,
local economic development, and maintenance of municipal/social infrastructure in Slavutich.

® The Interim 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 Group to a Joint Coordinating Committee, composed
of representatives of Derhzcomatom, Ministry of Social Protection, City of Slavutich, ChNPP,
USAID and EU TACIS 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.
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CHORNOBYI NPP CIOSURE SOCIAL IMPACT PIAN

OVERVIEW OF SIGNIFICANT FINDINGS

® ChNPP is typical of soviet-style enterprises. Its productive workforce is 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. AEA/TACIS projects a five year lag
in job creation until the waste facility is completed in 2003. Decommissioning, waste
management and other G-7 MOU 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 “liquidators” of the
Chornoby! accident. This entitles them to various wage supplements and social benefits .



CHORNORBYI NPP CIOSURE SOCIAL IMPACT PIAN

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. Chornoby! Nuclear Power Plant has prepared a
preliminary budget for decommissioning costs of unit #1 in 1997. The recently introduced GOU
budget for 1997 includes funds for the “safety and maintenance of unit #2 ($10.8M).

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
city/enterprise 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 #1 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.
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CHORNORBYIL NPP CIOSURE SQOCIAL IMPACT PIAN

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.



CHORNOBYI NPP CIOSURE SQCIAL IMPACT PIAN
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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.
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CHORNOBYI NPP CIOSURE SOCIAL IMPACT PIAN

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:

11

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 1988 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.
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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 31st. The EU will propose December 31, 1996.)
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Potential voluntary donor assisted projects to help minimize the social impact of Chornobyl
closure include:

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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; 1. Project synopsis
3 1.1 QOverall objective
i
. 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.
| 1.2 Immediate objective
Through the establishment of a working group consisting of representatives of the various interested parties in
i 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
{o)] 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;

(if) 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
(i)  training abroad
(c) Elaboration of information campaigns

{d) The elaboration of the Action Plan to address the major social consequences of closing Chernoby! NPP

1.5 Target groups

The target groups are:
(a) Officials from relevant central Government ministries;
{b) The authorities of Slavutich;
(c) The management of Chernobyl NPP; and

{d) Workers'’ representatives at Chernoby! NPP.

i~
o



2. 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. |f 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 Memarandum 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 utifised 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 undertock 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 down” 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 TACIS 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 Qrganisation 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 ariginal 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
TACIS 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

3
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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 IAEA-EU

Conference on the issue during the period 8-12 April 1996.

2.3 Involvement 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).
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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 TACIS Employment Services Project are expected were
coordinated. Jt 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 TACIS 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. Moreaver, 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, heip-to-self-help” approach. This implies that whereas the original
EU TACIS TOR envisaged a iocal 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 ILO/ITC 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 "poiitical 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 resclution 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.

Inputs
Revised Revised Original Original
Resource EU Ukr Air per EU Ukr Air Trav | per
days days Trav. diem days days diem
R. Short 15 38°
TOTAL 15 38

“Tncluded activities now embrace 3.4.

11-14

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 TACIS 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
Chernoby! 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.

Inputs
Revised Revised Original Original
Resource EU Ukr Air per EU Ukr Air Trav | per
days days Trav. diem days days diem
R. Short 6 . 8 8 8 * 8
D. Johnson 6 * 8 4 8 * 8
TOTAL 12 16 12 16 16

Steering committee meelings will be held after workshops. Alr travel charged to 9.0.
1.5  Newsletters

Newsletters are planned for distribution to:

(a) G7 members

(b) Relevant Government Ministries
{c) the population of Slavutich and CNPP workers
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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.

inputs
Revised Revised Original Original
Resource EU Ukr Air per EU Ukr Air Trav | Per
days days Trav. diem days days diem
R. Short 7
J. Kastberg 7
TOTAL 14
16-1.7 Co-ordination and briefing meetings

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.

inputs
Revised Revised Original Original
Resource EU Ukr Air per EU Ukr Air Trav | Per
days days Trav. diem days days diem
R. Short 20 3 10 EU 20EU | 20 9 14
internal 3 Ukr
TOTAL 20 3 20

2. Human Resources

2.1 Report on human resource potential

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

Inputs
Provision for these inputs within the framework of the TACIS Employment Services Project were contained in
the EU TACIS TOR for this project.



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

TORSs for re-training programmes.

Inputs
Revised Revised Original Original
Resource EU Ukr Air per EU Ukr Air Trav | Per
days days Trav. diem days days diem
R. Short 5
D. Johnson (2.3.) | 2 6 1 6
TOTAL 7 |6 1 6

3. Economic activity

3.1-3.2 Report on existing economic activity and potential development

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.

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.

Inputs
Revised Revised Original Original
Resource EU Ukr Air per EU Ukr Air Trav | per
days days Trav. diem days days diem
R. Short 5 2 2 Global
D. Johnson 4 4 ditto
TOTAL 9 2 6

33 Report on legislation concerning investment and development of the region
Initiatives to stimulate economic diversity of the Slavutich Region could be restricted as a resuit of the

inadequate legisiative enabling environment. A report on such {egislation, based on EU, World Bank and reports
from similar agencies will be prepared.
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Inputs

Revised Revised Original Original
Resource EU Ukr Air per EU Ukr Air Trav | per
days days Trav. diem days days diem
R. Short 4 Global
D. Johnson 12 2 2 Global
TOTAL 16 2

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 purpose of this survey will be to determine the extent 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
Revised Revised Original Qriginal
Resource EU Ukr Air per EU Ukr Air Trav | per
days days Trav. . diem days days diem
R. Short 10 2 2 Global
D. Johnson 10 2 2 ditto
J. Kastberg 4 . 1EU 2 CPH | ditto
internat
TOTAL 24 4 1 2 3
3.5-3.6 Report concerning existing enterprise support services

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 TACIS 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

Revised Revised Original Qriginal
Resource EU Ukr Air per EU Ukr Air Trav | per
days days Trav. diem days days diem
R. Short 8 2 Global
TOTAL 8 2

3.7  Presentation of main findings

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 wili be addressed.

5. Information campaigns

The EU TACIS 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.

inputs
Revised Revised Original Original
Resource EU Ukr Air per EU Ukr Air Trav | per
days days Trav. diem days days diem
J. Kastberg 24 15 2 15 22 20 2 20
R.Short 4 5
TOTAL 28 15 2 15 27 20 2 20

6.  Transfer of Communal Services from CNPP

By the very nature of Slavutich being a one industry town still operating virtually under the centraliy 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 reforms 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.

10
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inputs

Revised Revised Original Original
Resource EU days | Ukrdays [ Air Trav. { perdiem | EU Ukr | Air per
days days | Trav | diem
R.Short 5 Gilobal
D.Johnson 2 2
TOTAL 7 2

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.

inputs
Revised Revised Qriginal Original
Resource EU Ukr Air per EU Ukr Air Trav | per
days days Trav. diem days days diem
R.Short 2 global
D.Johnson 6 2
TOTAL 8 2

8.  Psychological attitudes survey

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 TACIS and other agencies, the project
will determine the importance of the psychological aftitudes issue and how they can be addressed in the Action

Plan.
Inputs
Revised Revised Original Original
Resource EU Ukr Air per EU Ukr Air Trav | per
days days Trav. diem days days diem
R.Short 1 Global
D.Johnson 3 1
TOTAL 4 1

11



3
. ‘

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 ILO 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
Revised Revised Original Original
Resource EU Ukr Air per EU Ukr Air Trav | Ukr
days days Trav.” diem days days days
R.Short 35 18 6+ (a) 18 ukr Gilobal
20 Turin
D.Johnson 5 18 6+ (b) 18 Ukr
6 Turin
J. Kastberg 5 18 6+1 18 Ukr
6 Turin
TOTAL 55 54

“Return EU - Ukraine {David Johnson 1 Brussels - Turin}
(a) 5 return road trips Geneva Turin 2,800 kms
(b} 1 return road trip Geneva - Turin 560 kms

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.

12
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inputs
Revised Revised Original Original
Resource EU Ukr Air per EU Ukr Air Trav | per
days days Trav. diem days days diem
R.Short 10 5 1EU- Brxl 3 Gilobal
’ Uk Kiev 5
1EU
internal
D.Johnson 10 5 1eu- Kiev 5
Ukr
J. Kastberg 5
TOTAL 25 10 44

13
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FORM 1.4. OVERALL PLAN OF OPERATIONS

Project Title: Social Impact of closing Chermobyl NPP Project Number: UK9401/0101/B003 Country: Ukraine Page: 1.4, No |

Planning Period : 1 January - 31 July 1996 Prepared on: | February 1996 EC Consultant; Europcan Framework Group

I Project Objectives : Development of Action Plan to address the social consequences of closing Chernobyl Nuclear Power Plant (CNPP) I

P —

No MAIN ACTIVITIES TIME FRAME INPUTS
Janvary - July 1996 Personncl Equi/Material Other
Jan Feb Mar Apt May Jun Jul INT Local
days WM

1 Co-ordination with all interested partics XX XX XX 33 XX xx 3 64 Travel

(G7 - Ministries and State Commiliecs, Slavutich and

CNPP)
2. Human Resource Survey XXX XXX 13 2 Trans+printing
3. Economic Activity Survey x XXXX 47 4 Travel
4, Analyses of existing compensation mechanisms XXXX 13333 4 Trans+printing | Travel
5. Information campaigns XX XX x1x XXX 43 4
6. Analyscs of transfer of communal services from CNPP xx XXX 9 i Trans+printing | Travel

to Slavutich
1. Labour Mobility Survey XXX 10 1 Trans+printing | Travel
8. Psychological attitudes survey XXXX x 4 Trans+printing | Travel
9. Development of core team to elaborate and implement xx XXXX XXXX XX 109 35

Action Plan
10. Elaboration of Action Plan XXX XXX 35 2 Trans+printing

XXX 5 0,5

11. Presentation and negotiation of Action Plan

TOTAL
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FORM 1.5. OVERALL OUTPUT PERFORMANCE

Project Title: Social impact of closing Chernobyl NPP

Project Number: UK9401/0101/8003

Country: Ukraine Page 1.5. No 1

Planning period | January - 31 July 1996

Outputs and Target Dates

Prepared on : 1 February 1996

Agreed Objectives Verifiable Indicators

EC Consultanm: Euspocan Framework Group
w

Constraints and Assumptions

potential refated to G7 funded projects

At lcast four meetings (Kiev, Brussels & U.K.)

(i) 08.03.96
(ii) 19.04.96
(iit) 23.05.96
(iv) 25.06.96
L7, Bricfing and Co-ordination in Brusscls
) 26.01.96
(ii) 09.02.96
(iii) 04.03.96
(iv) 02.04.96
(v) 31.05.96
(vi) 15.06.96

1. Co-ordination with all interested partics (G7 -
Ministrics and State Committees, Slavutich and
CNPP)
1.1, Stecring Committee Mecting No 1 (30.3.96)
1.2. Steering Committee Meeting No 2 (31.5.96)
1.3 Steering Committee Mceeting No 3 (14.6.96)
14, Stecring Committee Mecting No 4 (05.07.96)
1.5. Newsletters [0) 22.01.96
(ii) 23.02.96
(iii) 31.03.96
(iv) 25.04.96
(v} 20.05.96
(vi) 18.06.96
(vii) 16.07.96
1.6 Co-ordination mectings concerning employment

l. Co-ordination with all intercsted parties (G7 -
Ministrics and State Committees, Slavutich and
CNPP)

Obijective
Through a series of mechanisms for information
dissemination, ensure the early endarsement of the Action

Plan by-all key interested parties.

Verifiable Indicator

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

I Government endorses joint TOR

1.1.-1.4.  That steering comimittee is established with a
broad spectrum of nationat and intcrnational
membership,

1.5. That local panticipants permit the free
dissemination of information.

1.6. That G7 members and the EU provide free access
to the project team to obtain the information on
planned projects.
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FORM 1.5. OVERALL OUTPUT PERFORMANCE

" Project Title: Social Impact of closing Chemobyl

Project Number : UK9401/0101/8003

Country : Ukraine

Page : 1.5. No 2

Planning period : 1 January - 31 July 1996

Prcparcd on : | Fcbruary 1996

EC Consultant : European Framework Group

Qutputs and Target Dates Agreed Objectives Verifiable Indicators Constraints and Assumptions

2, Human Resources

2.1, Report on human resource potential (24.4.96)
2.2, Report on re-training needs (24.4.96)
23, Report of analyses of existing legislation relating

to compensatory packages (24.4.96)

24. Compedium of analyses of all other relevant
surveys previously conducted (24.4.95)

2.5, Analysed data for presentation at workshop
(8.5.96)
2.6. Set of recommendations. (14.6.96)

2. Human Resources

Obiective

Through analyses and consultation with the steering
committce and interested parties, in particular the Ministry of
labour, prepare a set of recommendations concerning the
workforce of CNPP and the population of Siavutich Region.

Verifiable Indicators

(a) The interested parlics accept the contents of the
reports and recommendations contained therein.

(a) CNPP and the Authorities of Slavutich facilitate
access to undertake comprehensive surveys.
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FORM 1.5. OVERALL OUTPUT PERFORMANCE

Project Title: Social Impact of closing Chernobyl NPP

Project Number : UK9401/0101/B003

Country : Ukraine Page: 1.5. No 3

Planning period : 1 January - 31 July 1996

Outputs and Target Dates

Prepared on : | February 1996

e e

Agreed Objectives Verifiable Indicators

EC Consultant : European Framework Group

Constraints and Assumptions

31

j2

33.

34,

3.5,

3.6.

13,

3. Economic Activity

Report on existing economic activity in Slavutich
Region (24.04.96)

Report on potential economic development
including services related to the implementation
of the other components of the G7 Memorandum.
(30.04.96)

Report on legislation concerning investment and
development of the region (30.04.96)

Report on local and international investment
sources and potential including activities related
to the other components of the G7 Memorandum
and bilateral Initiatives in the Region (30.04.96).

Report concerning existing enterprisc support
services (24.04.96)

Feasibilily report for pilot economic support
activities to enterprises in the region (30.04.96)

Workshop to present main findings (30.06.96)

3. Economic Activity

Objective

Through analyses and consultation with the steering
committee and interested parties prepare a set of
recommendations on how to develop and diversily the
economic activity in the Slavutich Region.

Verifiable Indicators
Social and economic cost benefit analysis relating 1o the

sustainable employment and cconomic development of the
Slavutich Region.

1. That the Governmemt desires such a report and
facilitates active collaboration of key personnel
concerned Ukraine with legislation.

2, That the EU and US acknowledges the benefits
of sustainable employment devclopment in the
Slavutich Region.

NG
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FORM 1.5. OVERALL OUTPUT PERFORMANCE

Project Title: Social impact of closing Chemoby! NPP

Project Number : UK9401/0101/B003

Country: Ukraine Page: 1.5. No 4

Planning period : 1 January - 31 July 1996

Prepared on : | February 1996

EC Consuhiant : European framework Group

| o A . S —
Outputs and Target Dates Agreed Objectives Verifiable Indicators

Constraints and Assumptions

4. Analyses of existing compensation mechanisms

4.1, Combined report of current Ukrainian legislation
and compensation relating to, among others:
redundancy; early retirement; re-training; and re-
location. (31.05.96).

42. Social cost plan (31.05.96).

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

4. Analyses of existing compensation packages

Objective

To enable the Government of Ukraine claborate an
appropriate compensation package for CNPP workers, that
will take into account the economic realitics of the country
(i.e. no special package that will create a precedence for
other sectors)

VYerifiable indicator

Compensation plan agreed by Government.

1. That the Government accepts the fact that the
compensation package to be elaborated is to be
confined to those who will be directly affected
by the closure of Chernobyl NPP (i.e. the
workers and their familics).




FORM 1.5. OVERALL OUTPUT PERFORMANCE

" Project Title: Social impact of closing Chernoby! NPP

Project Number: UK9401/0101/B003

Country Ukraine Page: 1.5. No §

Planning perlod : 1 January - 31 July 1996

Qutputs and Target Dates

Prepared on : | Fchruary 1996

Agreed Ob]ccth)es Verifiable Indicators

%

EC Consultant : European Framework Group

Constraints and Assumptions

5. Information campaigns

5.1. Report and documentation on the key issues for
presentation at 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 implementation of the Action Plan.(30.06.96)

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

5.6. Information package concerning Action Plan
targeted at G7 members (31.07.96)

S. Information campaigns

Objective

Through analyses and consultation with the steering
committee and interested parties prepare a set of
recommendations concerning public relations and information
dissemination to the population of the Slavutich Region,
nationally and where appropriate internationatly.

Verifiable indicators

(a) Population of Slavutich and the workers of CNPP
fully informed of proposals for the Action Plan
and what it will mean for them. Measurable by
increased public debate and requests for
informationa nad advice.

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

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

(c) Frce flow of information is premitted




FORM 1.5. OVERALL OUTPUT PERFORMANCE

" Project Title: Social impact of closing Chernoby! NPP

Project Number: UK9401/0101/8003

Country : Ukraine Page: 1.5. No 6

Planning period : ! January - 31 July 1996

Outputs and Target Dates

Prepared on : | February 1996

Agreed Objectives Verifiable Indicators

EC Consultant : European Framework Group

Constraints and Assumptions

6. Transfer of Communal Services

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

6.2 Recommendations of alternative mechanisms to

effect transfer of selected services and assets from
CNPP 1o local authorities (24.04.96)

6.3. Workshop to present results and
recommendations,
6.4. Final draft of recommendations prepared for

inclusion in the Action Plan (31.05.96)

6. Transfer of Communal Services

Objective

Through analyses and consultation with the work group and
interested parties prepare a set of recommendations
concerning the potential transfer of and mechanisms to
transfer services from CNPP to the local administration.

Verifiable Indicators

Recommendations approved by CNPP, Slavutich and relevant
Government Ministries.

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

(b) The process of transfer does not deviate from

current Ukrainian policy.




FORM 1.5. OVERALL OUTPUT PERFORMANCE

|| Project Title: Social impact of closing Chernobyl NPP Project Number : UK9401/0101/B003 Country : Ukraine Page 1.5. No 7
Planning period : 1 January - 31 July 1996 Prepared on : | February 1996 EC Consultant : Europcan Framework Group
w—-—j
Outputs and Target Dates Agreed Objectives Verifiable Indicators Constraints and Assumptions
7. Labour Mobility 7. Labour Mobility
1. That the interested partics, at local and

71.1. Comparative analyses of the level of services and Objective Governmental level, facilitate access to the

living standards enjoyed by the population of project team to all the necessary information.

Slavutich, workers at CNPP and sclected other Through analyses and consultation with the work group and

locations in the Ukraine. interested parties prepare a sei of recommendations

concerning the issues of labour mobility.

1.2. Report conceming employment information

services in Slavutich Region Verifiabie Indicators
13. Assessment report of the potential risks of labour Report on findings accepted by stcering commitice.

migration from the safety and economic activity

aspects
14. Determine the levels of projected labour re-

structuring at CNPP and elements that relate to
social protection.

15. Prescntation workshop

1.6. Recommendations for inclusion in action plan.

o
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FORM 1.5. OVERALL OUTPUT PERFORMANCE

Project Title: Social impact of closing Chemobyl NPP

Project Number : UK9401/0101/B0O3

Country : Ukraine Page : 1.5. No 8

Outputs and Target Dates

Planning period : 1 January - 31 July 1996 Prepared on : | February 1996
S

Agreed Objectives Verifiable Indicators

EC Consultant : European Framework Group

Constraints and Assumptions

e |
e

8. Psychological attitudes

8.1 Report on attitudinal survey of workers of CNPP
and the population of the Slavutich Region.

8.2, Set of recommendations for presentation at
workshop

8.3. Recommendations adapted for Inclusion in Action
Plan

8. Psychological attitudes.

Obijective

Through analyses and consultation with the work group and
interested parties prepare a sct of recommendations on how
10 address the psychological issue of the population of the
Region.

Verifiable Indicators

Report and recommendations agreed by steering committce

I CNPP and Slavutich authorities permit project
tcam access to workers and population in order
to conduct the survey.
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Country : Ukraine
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Planning period : 1 January - 31 July 1996

Prepared on : 1| February 1996

Agreed Objectives Verifiable Indicators

EC Consultant : European Framework Group

—_——

Outputs and Target Dates

Constraints and Assumptions

2.7

9.3.

94,

9.5.

9.6.

9, Establishment of core team of local experts (o elaborate
and implement the Action Plan

Workshops conducted
9.1. Planning 19.01.96
9.2, Small scale industry

Legislative environment
Reorientation of Labour market 30.03.96

Project planning, feasibility studics, Regional

development,human resource management, Initial

discussion on the preparation of Action Plan.
15.05.96

Development of local consulting capacity,
preparation of the Action Plan 15.06.96

Presentation of the Action Plan and 40 additional
officials and experts who will be involved in the
implementation of the Action Plan given
preliminary training, 13.07.96

Tralning abroad

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

9. Establishment of core team of local experts 1o elaborate
and implement the Action Plan.

Obijective

Through a series of workshops and training abroad, develop
a core team of expents to jointly with the EU and US
claborate the Action Plan.

Verifiable indicators

Upon the acceptance of the Action Plan the local expent team
will be capabic of implemenling ils main componcenls.

1. Appropriate staff at local and central Government
level are made available to participate in the
training.

2. Adcquate funding is made available by the EU

and US for trainng abroad.
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Project Title: Soclal impact of closing Chernobyl

Project Number : UK9401/0101/B003

Country : Ukraine Page 1.5. No 10

Planning period : 1 January - 31 July 1996

Prepared on : | February 1996

Outputs and Target Dates

—~ e e

Agreed Objectives Verifiable Indicators

EC Consultant : Europcan Framework Group

Constraints and Assumptions

10. Elaboration of Action Plan to address the social
impact of closing Chernobyl NPP

10.1. Preliminary syntheses of surveys underiaken and
reports prepared (30.04,96)

10.2. Qutline Action Plan (prepared with participants of
training programme abroad). (17.05.96)

10.3. First draft of Action Plan (7.06.96)

104, Penultimate Action Plan (30.06.96)

10. Elaboration of Action Plan to address the social
impact of closing Chemobyl NPP.

Obijective

A comprehensive Action Plan to address the social impact of
closing Chemaobyl NPP, taking into due consideration: the
employment requircments of other components of the G7 -
Ukraine Memorandum; local economic and employment
development; compensation; and re-training.

Verifiable indicator

Penultimate Action Plan agreed by the Sicering Committee

1. That all surveys and rcports to be incorporated
into the Action Plan are completed on time,

2, That there is limited conflict of interest between
local level perceptions of how the main thrust of
the Action Plan should evolve and those of
Government.,
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" Project Title: Social impact of closing Chernobyl

Project Number : UK9401/0101/B003

Country : Ukraine Page 1.5. No 11

Planning perlod : 1 January - 31 July 1996

Quiputs and Target Dates

Prepared on : 1 February 1996

Apreed Objccliv.cs Verifiable Indicators

EC Consultant : European Framework Group

Constraints and Assumptions

11,

112,

3.

Negotiation of Action Plan to address the social
impact of closing Chernobyl NPP

Edited version of Penultimate Action Plan agreed
by the Steering Committee (19.07.96)

Distribution of Action Plan to Government and
G7 (26.07.96)

Agreement between the Government and G7
concemning the Action Plan to address the social
impact of closing Chemobyl NPP (30.09.96)*

* To be undertaken at a political level. The
Contractors are not expected to be involved in
these negotiations.

It Negotiation of Action Plan to address the social
impact of ctosing Chernobyl NPP

Obijeclive

An Action Plan agrced upon by the Ukrainian Government
and G7 as conforming with the Memorandum.

Verifiable indicator

Action Plan signed by the Ukrainian Government and G7.

i That conditionality relating to funding of the
other Componcents of Mcmorandum do not
influence the evaluation of the Action Plan.

2 That there are differences in perception at
different levels of Government as to what the
Action Plan should contain.




FORM 1.6. PLAN OF OPERATIONS FOR THE NEXT PERIOD

“ Project Title: Social impact of closing CNPP

Project number: UK9401/0101/B003

Country: Ukraine Page: 1.6. No 1

Planning Period: 1 January - 31 July 1996

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

Prepared on:

EC Consultant: Evropcan Framework Group

No MAIN ACTIVITIES TIME FRAME INPUTS
January - July 1996 Personnel Equipment Other
and Material
|8 Co-ordination Jan Fcb Mar Apr May Jun Jul EC Local Travel
1L Co-ordination with TACIS x x XX XX XXX Travel
Co-ordination with Ukrainian Govt X 3 X XX XX Total Brusels
&4 x8
Co-ordination with G7 X x x xx Parisx
Team co-ordination (EU _ UKR_US) x x x XX XX 134 XXX Kievxl
4
9




FORM 1.6. PLAN OF OPERATIONS FOR THE NEXT PERIOD

" Project Title: Social impact of closing Chernoby NP Project Number: UK9401/0101/B003 Country: Ukraline Page: 1.6. No 2
Planning Period: 1 January - 31 July 1996 Prepared on: 1 February 1996 EC Consultant: European Framework Group
No MAIN ACTIVITIES TIME FRAME INPUTS

January - July 1996 Personnel Equipment Other
and
Material
2. HUMAN RESOURCE SURVEY Jan Feb Mar Apr May Jun Jul INT Local
days w/m

2.1. Labour Market

2.1.1. Design survey BBC

2.1.2. Conduct pilot survey XX XX BBC

2.1.3. Adjust and approve final version XX xX XX BBC

2.1.4. Conduct survey XX BBC

2.1.5. Analyse results BBC

2.1.6. Prepare report x

2.1.7. Incorporate into Action Plan XX X 4
2.2, Survey of CNPP workers x
) 2.2.1. Design survey x XX BBC

2.2.2. Approve final version xx BBC

2.2.3. Conduct survey x X

2.2.4. Analyse results x

2.2.5. Prepare report x x

2.2.6, Incorporate into Action Plan 4

.
Croiae
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Project Thie: Soclal impact of closing Chernoby! NPP Project Number: Country: l Page: 3
Flanning Pertod: 1 Janomry - 31 July 1996 Prepared on: | February 1996 EC Consultant:
- - - & ]
No MAIN ACTIVITIES TIME FRAME INPUTS
Jarrury - Joly 1996 Personnel Equipment Othet
and Malerial
3. ECONOMIC ACTIVITY SURVEYS AND L] Feb M Ape My Jua Jul
RESEARCH
i Survey of Enterprises R5+tocal it Printing EU-Kiev x 1
(ARN Deslgn survey —_—
312, Approve final verston — ’
303 Conduct survey [ T
itd Analyse results —
Js. Prepae report —
316 Incorporste into Actlon Plan P SR
31 Audlt of Sisvitich Reglon RS¢local 13 1 w/m | Printing EU-Klevx |
A FAN Design survey —
322 Approve final versioan -
323 Conduct survey
324 Anlyse reits -
3158, Prepare report —
326 locorporaie into Actioa Plen e -
33 Legisiative enabllng en: Df+tocal ] 2w/m | Printing EU-Kiey
I Prepare list of legisiaiton required —
112, Conduct research
3313, Amlyse —
334, Prepare report -t
338, Incorporste recommendations In Action Plaa e
into ey y ity JK
14, 340, Identify key sreas — 1GVA -
3412, Consult with Ukralalss sources, EU, US, U S Vienna
OECD wnd IAEA
343, Conduct anatyses of research —
344, Prepare repon o
343 Incorparste fladings i Action Plan
B ine feved of p Ual employ 10 be
[1 by oher comp of M 10 1 wim I GVA - UK
conlinvous peocess
1s.
3181, Consult with EU, US and G7 (OECD}) —_ —_— -+ =] - |-
352 Consul with eaisiing cootractan - 4 . -l .
333, Prepare employment schedule - - 1GVA .
134, Determine re-training needs Pariy
EXN Prepare re-tralning schedule — b us
356 Prepare schedule of tocal enterp
participsijon b acuvitics. U
3s0. Prepare combined feport
jER N incorporme 1o Action Pl —s

IS
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FORM 1.6. PLAN OF OPERATIONS FOR THE NEXT PERIOD

“ Project Title: Soctal impact of closing Chemobyt NPP

Project Number: Country: Page: 4
l Planning Period: 1 January - 31 July 1996 Prepared on: EC Consultant:

Project Objectives :

No MAIN ACTIVITIES TIME FRAME INPUTS
January - July 1996 Personncl Equipment Other
and Material
4, ANALYSIS OF EXISTING LEGISLATION Jan Feb Mar Apr May Jun Jul
RELATING TO COMPENSATION
4.1, 4.1.1. Agree upon areas of legislation to be R S us
examined. us
4.1.2 Conduct research in collaboration with — | — A
relevant Government Ministries uUs
BK 4.1.3. Prepare report with recommendations TN Gp— Us
414, Incorporate into Action Plan . 4




FORM 1.6. PLAN OF OPERATIONS FOR THE NEXT PERIOD

Project Title: Social impacl of closing Chermobyl NPP

Project Number:

Country:

Page: §

Planning Period: 1 January - 31 July 1996

Prepared on:

Project Objectives : Action Plan to address the soctal impact of closing Chemobyl NPP

No MAIN ACTIVITIES TIME FRAME

EC Consultant:

campaign during the implementation of the
Actlion Plan.

INPUTS
January - July 1996 Personnel Equipmcnt Other
and Maicrial
5. INFORMATION CAMPAIGNS Jan Feb Mar Apr May Jun Jul INT Local
days wim
5.1
5.1.1 Analyse existing forms of disseminating —_— 43 4 Printing Adio
information. visual SUB-
5.1.2, Prepare a report and documentation on the - contract
key Issues for presentation at workshop - 3xEU-Kiev
5.1.3. Sccure agreement upon recommendations —— e
5.1.4. Prepare preliminary information cammpaign ——
for population of Slavutich and workers of
CNPP,
5.1.5. Conduct trial campaign —
5.1.6. Develop plan for continued information . I —_
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Project Title: Social impact of closing Chernobyl NPP

Project Number: UK9401/0101/B003

Couniry: Ukraine

Page: 1.6. No 6

Planning Period: | January - 31 July 1996

Prepared on: ! February 1996

EC Consultant: European Framework Group

mendations of altemative mechanisms to
effect transfer of selected services and assets
from CNPP to local authorities.

6.1.3. Present report to Steering Committee

6.1.4. Preparc final draft of recommendations for
inclusion in the Action Plan

No MAIN ACTIVITIES TIME FRAME INPUTS
January - July 1996 Personnct Equipment Other
and Material
6. ANALYSES OF TRANSFER OF COMMUNAL Jan Feb Mar Apr May Jun Jul INT Local
SERVICES FROM CNPP TO SLAVUTICH days w/m
6.1. 6.1.1. Conduct analyses of existing services 7 ] Printing Local
provided respectively by CNPP and transport
Slavutich,
6.1.2. Prepare report on the analyses and recom- [ Translation




FORM 1.6. PLAN OF OPERATIONS FOR THE NEXT PERIOD

" Project Title: Social impact of closing Chernobyl NPP Project Number: UK9401/0101/B003 Country: Ukraine Page: 1.6. Na 7

Planning Period: | January - 31 July 1996 Prepared on: 1 February 1996 EC Consultant: European Framework Group

| Project Objectives : Action Plan to address the social impact of closing Chernobyl NPP
No MAIN ACTIVITIES TIME FRAME INPUTS
January - July 1996 Personnel Equipment Other
and Material
1. LABOUR MOBILITY SURVEY Jan Feb Mar Apr May Jun Jul INT Local
days wim
7.1 711, Conduct a comparative analyses of the level 10 1 Translation Local
of services and living standards enjoyed by e paand printing Transport

the population of Slavutich, workers at
CNPP and selected other locations in the
Ukraine

7.1.2. Prepare fepont concerning employment
information services in Slavutich Region

1.1.3. Prepare report on assessment of the potential ]
risks of labour migration from the safety — |
and cconomic activity aspects

7.14. Conduct analyses of the levels of projected
labour re-structuring at CNPP and elcments
that relate to social protection,

7.1.5. Prepare report for distribution and
presentation at workshop

1.1.6. Incorporate recommendations into action —
ptan. 4

)

nd




" Project Title: Soclal impact of closing Chernobyl NPP

Project Number: UK9401/0101/B003

Country: Ukraine

Page: 1.6. No 8

Planning Period: 1 Januvary - 31 July 1996

Prepared on: | February 1996

Project Objectives : Action Plan to address the social impact of closing Chemmobyl NPP

E

C Consultant: Europcan Framewotk Group

—

No MAIN ACTIVITIES TIME FRAME INPUTS
January - July 1996 Personncl Equipment Other
and Malcrial
8. PSYCHOLOGICAL ATTITUDES SURVEY Jan Feb Mar Apr May Jun Jul INT Local
days w/m
5 Printing
8.1.1. Design survey to establish psychological Translation
attitudes of the population of the Region.
8.1.2. Agree on structure and methodology for .
undertaking the survey
8.1.3. Conduct survey us
8.14. Analyse results and prepare report.
8.1.5. Present results to Steering Committee e -
8.1.6. Incorporate recommendations into Action
Plan




FORM 1.6. PLAN OF OPERATIONS FOR THE NEXT PERIOD

Project Title: Social impact of closing Chernobyl NPP Project Number: UK9401/0101/B003 Country: Ukraine Page: 1.6. No 9.1
Planning Period: | January - 31 July 1996 Prepared on: | February 1996 EC Consultant: European Framework Group
Project Objectives : Action Plan to address the social impact of closing Chernobyl NPP
No MAIN ACTIVITIES TIME FRAME INPUTS
January - July 1996 Personnel Equipment Other
and Material
9. DEVELOPMENT OF CORE TEAM TO ELABORATE | Jan Feb Mar Apr May Jun Jul INT Local
AND IMPLEMENT THE ACTION PLAN. days w/m
9.1. Workshop 1 - Planning meeting — . 12 0.5 Hire of Local
facilities inter.. | transport
NB each monthly report will contain an update on . Adio visual .., 18 days per
developments relating to other components of the diem Kicv
Memorandum 3x EU-Kiev
9.2. Workshop 2 - SME Development and legislation - : 12 0.5 AS Local
(date to be determined) -1 T - lransport
18 days per
9.2.1. Prepare monthly report 9.1 diem Kiev
9.2.2. Prepare documentation and 3IxEU-Kiev
training guides
9.2.3. Translate
9.24. Implement workshop
9.2.5. Prepare report
9.3. Workshop 3 - Human Resource Management — 2 0.5 As 9,1 Local
and Re-orientation of Labour Br.4BBCxUS transport
Market. input 18 days per
(26 - 28 March '96) diem Kicv
3xEU-Kiev
9.3.1. Preparc monthly report —_
9.3.2 Prepare documentation and
training guides.
9.3.3. Translate -—
9.34. Implement workshop
9.3.5. Report -




|| Project Title: Social impact of closing Chernobyl NPP

Project Number: UK9401/0101/B003

Country: Ukraine

Page: 1.6. No 9.2

Planning Period: 1 January - 31 July 1996

Prepared on: 1 February 1996

EC Consultant: European Framework Group

No MAIN ACTIVITIES TIME FRAME INPUTS
Januvary - July 1996 Personnel Equipment Other
and Matcrial
9 DEVELOPMENT OF CORE TEAM TO ELABORATE | Jan Feb Mar Apr May Jun Jul INT Local
cont. | AND IMPLEMENT THE ACTION PLAN days wim
94. Workshop 4 - Project design, feasibility studies 12 0.5 Ditto 3xEU-Kicv
to be ....... 18 days per
diem Local
94.1. Preparc monthly repont L Transport
9.4.2. Prepare documentation and
training guides [~
9.4.3. Translate -—
944 Implement workshop -—
9.4.5. Prepare report e
9.5. Workshop 5 - Consultancy and advisory services 12 0.5 Ditto IxEU-Kiev
development : 18 days per
(21-28 June '96) diem Local
Transpont
9.5.1. Prepare monthly report —
9.5.2. Prepare documentation and
tralning guldes.
9.5.3. Translate
9.5.4. Implement workshop
9.5.5. Report .
Ixeu-Kiev
9.6. Workshop 6 - Presentation of Action Plan -— 10 1 Ditto 18 days per
(9-11 July 1996) diem Local
transport

A

%4




. ey %

FORM 1.6. PLAN OF OPERATIONS FOR THE NEXT PERIOD

“ Project Title: Social impact of closing Chernobyl NPP

Project Number: UK9401/0101/B003

Country: Ukraine

Page: 1.6. No 9.3

|

Planning Period: 1 January - 31 July 1996

Pr

epared on: | February 1996

Project Objectives : Action Plan 1o address the social impact of closing Chemobyl NPP

EC Consultant: European Framework Group

R

No MAIN ACTIVITIES TIME FRAME INPUTS
January - July 1996 Personnel Equipment Other
and Maltcrial
9 DEVELOPMENT OF CORE TEAM TO ELABORATE | Jan Feb Mar Apr May Jun Jul
cont, AND IMPLEMENT THE ACTION PLAN
9.7. Training abroad (See annex I}
9.7.1. Identify potential candidates —t 4 2xEU-Kiev
9.7.2. Select candidates on the basis of components —_ -
to be included in Action Plan 2 Tralning prog
9.7.3. Design training programme to develop . costs
expertise related to the various components
of the Action Pian. )
9.74. Prepare brief for instructors —l )
9.7.5. Compile compendium of surveys conducted )
during project. - )
9.7.6. Prepare pre training bricfing package for . )31
participants )
9.7.17. Identify and agree with hosts for study visits - )
9.78. Conduct training (two weeks) (20-31/5) — )
9.7.9. Evaluation -
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“ Project Title: Social impact of closing Chernobyl NPP

Project Number: UK9401/0101/B003

Country: Ukrainc

Page: 1.6. No 10

Planning Period: 1 January - 31 July 1996

Prepared on: 1 February 1996

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

EC Consultant: European Framework Group

104.4.  Action Plan presentation workshop.

No MAIN ACTIVITIES TIME FRAME INPUTS
January - luly 1996 Personnel Equipment Other
and Material
10. ELABORATION OF ACTION PLAN Jan Feb Mar Apr May Jun Jul INT Local
days w/m
35 2 Prionting costs 3xKiev-EU
10.1. 10.1.1.  Compile preliminary syntheses of surveys j— or Vice
undertaken and reports prepared. Transalation
10.1.2.  Distribute to Steering Committee for -
comments.
Hire af
10.2. 10.2.1.  Prepare Outline Action Plan (prepared with e
participants of training programine abroad).
10.2.2.  Distribute to Steering Committee for a-a
comments
10.2.3.  Incorporale comments into Action Plan . + ———
10.3. 10.3.1.  Prepare first draft of Action Plan A
10.3.2.  Distribute to Steering Committee for
comments
10.3.3.  Incorporate comments into Penultimale Draft e
10.4, 104.1.  Prepare penultimate Action Plan -
10.4.2. distribute to Steering Committee for -
comments
104.3.  Finalise penultimate draft -
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BREAKDOWN OF PRICES

I Direct Fees and expenses

Fees

EU experts

EU workdays
Ukr workdays

Local experts
Support staff

Secretary EU
Secretary Ukr
Interpreter

TOTAL A
B. Direct Expenses

Per diem Ukraine
Per diem Brussels
Per diem Turin
Communication costs
Intermet

Local Transport
Visas

Workshop costs (hire of facilities, photocopying)

Training programme
TOTALB
TOTALI

UNIT

W/days
Widays

W/months

W/months
W/months
Wimonths

per day
per day
per day
month
month
month
Number
Number
Number

Quantity

251
119

*20

[~ W N

w

Rate

509
424

1,500

2,500
440
1,000

186
225
178

400
1,000
130
3,000

Amount

127,759
50,456

30,000

17,500
2,200
6,000

233,915

22,134
4,050
5,696
8,000
2,000
8,000
4,160
21,000
52,623

127,663
361,578

Py
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I1 REIMBURSABLES

Flights EU- Ukr retumn
Intemal EU (GVA-BRU, GVA-LHR, GVA-CPH, BRU-TUR) " return
Insurances days
Reproduction costs report
Courier costs report
TOTAL PART 1l

TOTAL PART 1 + PART I

32

170
11
33

1,800
1,000

312,50
70

57,600
13,000
1,020
3,438
2,130

77,188
418,766

—
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ANNEX A

TERMS OF REFERENCE
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1. Project Background.
The magnitude of the social and regional consequences of closure

An agreement reached at the G7 meeting of July 1994 includes provisions for particular
attention to be paid to social issues arising from the closure of the Chernobyl 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.

These concemns 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 Ukraine 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. In 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 Government aims to
develop measures to decrease the level of mass unemployment resulting from major enterprise
restructuring and to reform the social protection system to provide a minimum level of wages,

pensions, housing and other social benefits.

In December 1994 the EU and USA undertook a joint fact finding mission to the Ukraine 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 Slavutich,
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 CNPP. Other
industries and services in the region are largely auxilliary to the CNPP. There are some
existing small businesses, currently employing 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 qualified 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 plant 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 difficult to replace operators because of the reduced entry into the field of study.

1ol



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 shift 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 live 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.. While 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 frustration and low work morale among the
newly arrived personnel and over the past two years the situation would appear to have
deteriorated. . Since 1993 some 25 % of the highly qualified personnel has left CNPP - a
specific type of personnel usually requiring ten years of training. The plant has received 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 further departures, particularly given the high percentage of Russians
constituting the workforce at Chernobyl. Some concrete actions that would improve the
working climate and stability at the plant should be considered. In May 1995, the decision
was taken by the Ukraine to close Chernobyl by the year 2000.

As to social policies for the region, there is a Ministry of Chernobyl and a Chernobyl Fund
which makes up part of the social 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.
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Anticipated social and regional impact of closure

The closure of the CNPP will not just affect the 5,000 workers at the plant itself but will have
an impact on all 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 labour 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 will highlight the possibilities for
early retirement, retraining, redeployment and transfer etc. and should lead to the
development of a social plan for the workforce Secondly, active labour market policies
would have to be pursued in order to stimulate job creation and altemative economic activity,

and also to address the issue of mobility.

Consideration must be given first of all to the anticipated labour needs of decommissioning the
CNPP. Experience in Europe shows that efforts would require large numbers of personnel for
dismantling, health and safety, maintenance etc. Of course the skills needs of these activities
may require some retraining of the workforce, nonetheless significant 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 workforce 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 treatment. An EU TACIS study on waste treatment will aim also to
identify the volume of labour required for this activity. Other possibilities include the
development of new technologies such as laser production for example.

Other immediate possibilities in the local region for economic development must be assessed
fully. Small-scale industry exists in the field of electronics, fumniture 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 figidity of the housing market in the Ukraine, the lack of opportunities elsewhere
and the relative comfort of life in the region would no doubt hamper this.

2 Project Rational

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 establish a joint working group composed of individuals from the
Ukraine, the EU and the USA. The mandate of the working group will be to elaborate an
appropriate series of social measures to accompany the consequences of closure. The tasks

will focus on :
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» the establishment of a social plan for all workers at the CNPP, to be reached ideally through
a process of information, consultation and consensus with representatives of the workforce

« elaboration of passive and active mechanisms to compensate redundant employees;
« special mechanisms to retain experts during the de-commissioning of the CNPP;
« Jocal economic and employment initiatives for the city of Slavutich and the region;

« administrative structures for implementation of all mechanisms

« a feasibility study to establish a nuclear research facility (to include possibility of nuclear
disaster task force) to be placed in Slavutich.

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 from
appropriate ministries and state committees, will be established to oversee the work of the
working group. The work will be implemented in such a manner that there will maximum
inputs from the Ukrainian side in order to arrive at an effective closure package.

4 Project Objectives
4.1. Longterm objective

The implementation of an 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 or conversion.

4.2. Immediate objectives

Through the establishment of a working group consisting of representatives of the various
interested parties in the Ukraine and appropriate experts from the G7, in particular the EU, to

elaborate:

(a) a “package” aimed at alleviating the major social consequences of closing Chernobyl

Nuclear Power Plant
(b)  an appropriate structure to administer the initiatives contained in the closure package.
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5 Project activities
5.1 Assessment

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 group 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 Slavutich will be established in the first month

of activity.
5.3. Expertise input

The experts of the working group will 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
solutions to specific problematic issues identified by the experts.

The workshops will be complemented by a study tour to the EU and/or USA for members of
the Steering Committee. The study tour will be planned to incorporate visits to areas which
have suffered mass lay-offs and/or regions that have experienced the impact of conversion (1.e.
closure of a nuclear plant or conversion from military to civilian production).

The team leader of the working group will 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 cutlines and
budgets for discussions with potential G7 donors. These preliminary project outlines will be a
natural outcome of on-going analyses 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 staff,

briefed on the social plan measures as decided and ready to provide advice, counselling etc to
redundant workers from the CNPP and other affected individuals in Slavutich. This activity
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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 from the above activity will
equally join the working group. The latter, experts in the establishment of social plans and in
local economic reconversion respectively will participate for Imm each In addition, the team
leader of the EU employment project will 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

6.1. Team leader (Smm)

« 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 act 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

o Prepare relevant background materials 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

o Undertake missions to Brussels and where appropriate to G7 countries

» Ensure coordination, management and quality control of experts inputs

» Ensure full and effective coordination with other EU activities

6.2. Technical expert - Project direction (2Zmm)

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 (2mm)

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 formulate social plan and accompanying measures

Assist with implementation of measures

Liaise closely with local experts and EU experts on EU employment project

6.5  Other expertise input

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

Moreover, two experts from 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 will be implemented in part by the staff of the employment service.
As such, full and effective coordination is necessary between all experts active in the area.

6.7. Interpretation, translation, secretarial input, support for local workshops, local
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 from the EU budget



7. Timetable

It is anticipated that work of the working group will be completed by 31 January 1996. An
elaborate workplan should be drawn up with inclusion of the mm of expertise to be provided

by experts working under the EU employment project.

8. Equipment

No equipment will be provided under this project

10 Reporting

Reports will be prepared in English after 1 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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Between

THE EUROPEAN COMMUNITIES represented by the EUROPEAN COMMISSION, for its
part represented by Mr. H. Mingarelli, acting Head of Unit IA/C/7

hereinafter referred to as the Contracting 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)
OBLIGATIONS OF THE CONTRACTOR
1. This Contract has thé objective to provide professional and operational support in
accordance with the annexed Terms of Reference and the Contractor’s corresponding tender.
To this effect, 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 shall assume technical responsibility and general supervision for the tasks
specified in Annex A.

Article 2 (GC: 21, 45)

DURATION OF THE CONTRACT

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

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

Article 3(GC: 17, 18)

- PERSONNEL

1. The Contractor shall make available the personnel whose names, qualifications and
experience are listed in Annex C to carry out the services and specific tasks assigned to them.
In case of non-availability of a listed person for duly justified reason the Contractor may
propose a qualified replacement to the Contracting Party.

Article 4 (GC: 2, 19)
ADDRESSES

Reports and all other communications between the Contracting 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 Contracting Party:

A) Reports and communications shall be sent to:
The European Commission
Directorate-General 1A
External Relations

88, Rue d’Arslon

B - 1040 Brussels

TACIS IA/C/3 Attn. : Mrs. D, Marshall
Tel : ++32 2 2963377 Fax : ++32 2 2950680

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

TACIS IA/C/7 Attn. Mr Rudi Mathijs (same address as above)
Tel. : ++32 2 296 39 57 Fax:++32229574 82

For the Contractor:

European Framework Group Development Consultants

Rue Montoyer 63
B-1040 Brussels Attn. Mr. P van der Kam
Tel. : ++ 32 2 2370709 Fax: ++32 2 2302755
Article 5 (Annex D and GC: 26, 30)
REMUNERATION/PRICES

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.

FFG Rreenle - MA/m179768 4



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, 31)
INVOICES/PAYMENTS

1. Payments to the Contractor are due for Services rendered when the Services have been
performed to the satisfaction of the Contracting Party and according to Annex D (Breakdown

of Prices) to this contract.

2. The Contractor shall be entitled to payment for :

A) Fees and Direct Expenses
For fees and direct 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):

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 Payment
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 expenses
For the reimbursable component, 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, 31)
PAYMENT PROCEDURE

The Contracting Party shall make payments 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 : 310107301587
Bank address : B.BL.

Rue d’Arion 26, 1040 Bruxelles

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 out, broken
down as appropriate into;

a) fees

b) direct costs

c) reimbursable expenses.(separate invoices).

EFG Brussels - DA/pu2976 5
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4. Invoices and requests must be duly signed and made out to the Contracting Party.

5. Conversion to ECU from other currencies, where necessary, shall be made en the basis of

the rate stated by “Infor ECU” published by the Contracting Party.
(Copies of “Infor ECU” are available from the European Commission tel. ++32.2.2960338).

Article 8 (GC: 36)
TAXES

In the European Community, the Commission as a Contracting 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
its 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 financial 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 Contracting Party shall exert its best efforts to support the
Contractor in dealing with the competent authorities.

Article 9
MONITORING

The Contracting 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 Contractor shall extend the Expert his fullest cooperation and provide him with all the
information and documents the Expert may need to accomplish his task.

Article 10 (GC: 44)
LAW OF THE CONTRACT

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

Article 11 (GC: 47)
DISPUTES

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

FR Revecole - MA/MMM?0978 6
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Article 12 (GC: 45, 46)

GENERAL AND FINAL PROVISIONS

1. This contract is composed of
The Contract
Annex A: Terms of Reference
Annex B: Organisation and Methods
Annex C: List of Staff
Annex D: Breakdown of Prices
Annex E: General Conditions for Service Contracts financed

from PHARE/TACIS funds
Annex F: Miscellaneous ‘
All these parts form an integral part of this Contract.
2. The order of precedence of the contract documents, in case of any conflict between them, is

according to the above mentioned ranking.

3. Any amendment to this Contract must be agreed to in writing,
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1.0. Background and understanding of the issues

At the June 1995 meeting of the Group of Seven countries (G7) discussions were
held with the Government of Ukraine concerning the closure of the Chernobyl
Nuclear Power 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 immediately after the 1986 accident to house the workers of the Plant and
their families. The town and its immediate hinterland are solely dependent both

economically and for employment upon the CNPP.

1.1.

1.2. In late 1994 a joint EU - US exploratory mission was undertaken to determine the
major issues relating to the social impact of a possible closure of CNNP. The
mission held discussions with the major actors associated with the Plant. A broad
spectrum of views were expressed concerning the Plant's potential closure. In order
10 arrive at mutually acceptable solution to the Ukraine and G7 concerning closure 1t
was recommended that a working group be established to elaborate a programme to
address the social consequences of closure, in particular in relation to the city of

Slavutich.

1.3. Of major concern is the complete dependence of Slavutich upon CNNP and
moreover the consequences for safety if there is continual uncertainty about the
Plant's future. It has been suggested that this uncenainty has resulted in key technical
staff, panticularly those of Russian origin, to seek employment in the Russian

Federation where salaries are higher.

1.4. By former Soviet Union standards, the city of Slavutich contains supenor housing
accommodation, social and leisure faciliies. The City was constructed with the
financial assistance of the former Soviet Republics. Since the break-up of the Soviet
Union, finances for {urther development of the city have ceased. Furthermore, 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 20 per cent of the annual budget should be

channelled to address issues related to Chernobyl.

5. In late 1994 a group of US consulting engineers prepared a proposal to convert
CNNP 10 traditional fuel. It is understood that the technology exists to underntake
such a conversion. During 1995 a number of prelimunary agreements have been
made with Western Compantes to undertake the conversion on a "Build-Operate-
Transfer” (BOT) basis. Should these intentions be brought to fruition. there will be a
need for re-training and other forms of technical assistance.

1.6. The question of nuclear waste remains a major concern. Whilst funding, and in
particular international funding, has to be secured to address this issue, there is no
doubt that nuclear waste treatment and the treatment of contaminated areas could
offer alternative employment for staff made redundant from CNNP in the event of
closure or conversion. Once stability concerning the future of the Plant has been
established, it is likely that foreign companies may be willing to establish joint-

ventures in the field of waste treatment.

1.7. The experience of dealing with the scale of the accident at Chernobyl is unique. It
would appear expedient not to disperse the experience that the staff of the CNNP
possess. A possible mechanism 1o retain this experience would be to establish a
research and consultancy centre in Slavutich. The centre could provide services
throughout the NIS where plants of similar design exist. It is understood that such a
miechanism could compliatent both EUTACIE and other international donor actions .
ia the ield of pucieas saivin, Given the widespread use of the clectronic medium in [
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iy the NIS, the possibility 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 its major sources of
; energy for the immediate future. However, it is understood that it would be advisable
’ that other potential sources are explored. Research into possible alternative sources

and their application in the Ukraine could be undertaken at the research centre

outlined in point 1.7..

1.9. Slavutich and its immediate hinterland possesses a highly qualified and young work
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 examine the broader issues of
determining solutions to the social consequences of a potential closure or conversion

of CNPP.

- 1.10. Having stated the above, it is understood that the working group comprised of the
' EU and US is to develop a comprehensive programme to address the consequences
of potential closure or conversion, in particular the impact upon the sustainable
economic and employment development of Slavutich. In undertaking its work, the
working group will examine 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:

potential technical assistance requirements in the event of conversion

o
o measures to be taken in the event of closure in panticular during the de-
commissioning phase;

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

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

o the potential for establishing high tech enterprises in the non-nuclear
_sectors;

o compensation packages and issues related to health care.

1.11. Itis understood that the EU consultants are to regularly inform the G7 of the results
_of the analyses being undertaken within the framework of the project in order that
proposals are developed that will be acceptable 1o potential providers of assistance.

2.0. Project approach

2.1. A fundamental element of the approach to the project will be that of developing a
consensus and of arriving at a solution that is primarily developed by the Ukraine but
which will be mutually acceptable 1o the G7 and the EU member states. Thus the key

words are:

partnership, pust and mumal undersianding

This will be achieved by:

o the establishment of a steering commuttee of the major actors in the
Ukraine dealing with Chernoby] issues:
o the cstablishment of a core working group of local and international
eXpens 1o inter-act with the steering comantiee: y

Ceantae warbchans o discuss the nroeress and direction of the project



} rage =t Ul 1w

1 W
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 stimulate economic
‘ regeneration;
o information materials both for the Ukraine, in particular Slavutich, and

the EU Member States to highlight the positive steps being taken.

: 3.0. Activities
: 3.1. Establishment of steering committee

A steering committee will be established comprising of the Ministries and State

Committees that are associated with Chernobyl issues, the management of CNPP,
. trade unions, entrepreneur associations and representatives of the city of Slavutich.
' At the first meeting of the steering committee the work plan and issues to be
addressed will be agreed. Moreover,, the local experts who will work in the core
working group will be agreed and appointed. Finally, the steering commuttee will
agree upon the timing and contents of the study tour. The steering committee will
meet at regular intervals at the workshops to be held and described in point

3.2. The core working group

The core working group comprsed of local and international experts will Liaise with
individual members of the steering committee, plan and conduct workshops and
underntake 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 steering committee the core working group will proceed as follows:

Phase One - Preliminary studies and analyses.

i o The local experis will determine views and opinions of individual
~ members of the steering commuttee ;

o The local expernts will develop and conduct a survey of the population of
- : Slavutich concerning their views concerning remaining in the city,
employment prospects and wishes, views concerning facilities and their
general concerns;

o The local expens will conduct a detailed analysis of the technical profile
of the employees at CNNP and their wishes;

o The international experts will conduct interviews with potential donors
and commercial entities on issues concerning de-commissioning,
conversion, waste treatment, the establishment of a research centre and

the establishment of non nuclear enterprises;

o The local and international experts will analyse and prepare a synthesis
of the results of the studies to present at the first workshop of the

steering commitiee
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? Phase Two - in depth analyses and studies

7 Following the consultative process of the first workshop, the core working group
: will conduct in-depth action research and analyses in order to elaborate the
components (sub-projects) of the final programme that will address the social
consequences of closure or conversion of CNNP and a programme for sustaipable
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 flow of work between each workshop can be

illustrated as follows:

' CONSULTATION J\

STUDIES &

ANALYSES -

WORKSHOPS
SYNTHESES

l CONSULTATION l REPORTS AND
| ADJUSTMENT
&

__—> RECOMMENDATIONS -

Prior to each workshop a series of studies and analyses 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 workshop.
At the workshops the reports will be discussed and plans for funther action and more
in depth work will be agreed. Proceedings of the workshops will be prepared and
circulated for a post-workshop consultative process whilst the next phase of studies
and analyses is undertaken. It is envisaged that there will be four such workshops

during phase two.
Phase three - preparation of programte

Based on the activities of phases one and two, the programme to address the
consequences of a potential closure or conversion of CNPP. in particular the
_sustainable economic development of Slavutich will be prepared. The programme
will contain a series of self-contained projects 10 be considered by intermational
donors and financial institutions (e.2. EBRD and the World Bank). Prior to the
finalisation of the programme a workshop - roundtable meeting of the Steering
Committee and G7 representatives will be conducted to ensure that the contents of
the programme will be acceptable 1o all parties. After this workshop, the final draft of

the programme will be prepared.

3.3. Study tours

The purpose of the study tours will be to provxde members of the Steering
Committee with an understanding of measures taken in the EU and US (and possxbly
other G7 countries such as Canada) to stimulate economic re-generation in regions
which have been affected by structural adjustment, in particular those which had
traditionally on one industry. Moreover, the study tour will include visits to
organisations that are involved in the treatment of nuclear waste. The study tour will
be undertaken during an early phase of the project. The study tour will also serve to
stimulate efficient working relationships within the Steering Committee and as such
after each visit contained 1n the study tour, roundiable mectings will be held 10 ensure
ihat all views and impressions of the Steenng Committee are docenaeaivd,
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The EU component of the study tour will be of ten days duration and will include
visits to the Member States that are G7 members. A tentative programme and

contents for the study tour would be as follows:

J—

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

: to compare interventions and mechanisms
adopted in the different countries to stimulate
economic and employment re-generation following
structural adjustment;

|
Organisations and enterprises involved in the
treatment of nuclear waste.

Purpase : to establish linkages and possible
collaboration to establish similar enterprises in
Slavutich.

Ialy Emilia Romagna Region which has a high
concentration of micro enterprises and SMEs
Purpose : o illustrate that sustainable economic and
employment development can be achieved through a
system based upon SMEs and its support
infrastructure.

ENEA, the Agency fortechnological inpovation

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

N.B.  Once the project has commenced, the team leader will make efforts to
secure supplementary funding (possibly from other G7 member countries) to extend

the length and depth of the study tour.

3.4. Information

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

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

o The workers of CNPP and the inhabitants of Slavutich.
Decision makers and the general public owside the Ukraine

Following the accident in 1986 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 now has 1o be taken in earnest, there is
limited information disseminated, in panticular to Ukraine's immediate EU
neighbours of the enormous financial strains the country is experiencing. The
accident occurred at a time when the Soviet Union still existed. Since the break-up of
the FSU, Ukraine has been left with financial burden of : compensating victims;
continuing the clean up operations: and ensuring that a further accident does not
oocur, This situation must be seen in the light of the deteriorating economic situation
Sy the Ukraine as it moves 1o a market economy, The Ukraine’s need 1o pay world \/%5
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] market prices for altenative non-nuclear energy during this period is also a major
K concern to the Government, especially if Chernobyl is to close.

Therefore, a media information campaign will be prepared to address these issues in
a factual non-sensational manner. The information campaign will also include
materials to illustrate to the public outside the 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 of
Ukraine's current economic situation.

The constant changes of decision concerning the future of CNPP have created
considerable uncertainty among 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 with serious consequences for safety. In
addition the situation has caused considerable stress within the community of
Slavutich. This must be seen against the background of the general 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 will be prepared and information meetings held.

The need to supplement this activity with a national campaign to inform the
Ukrainian public that measures are being taken to address the Chemobyl issue will

be discussed with the Steering Committee.

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

o regular meetings with EU TACIS to ensure that project
proposals are developed in such a manner that they reflect EU (and
) G7) medium and long term policies (including funding) concerning
Chernobyl;

o) co-ordination with EU Directorates that are involved with
Chernobyl issues;

o co-ordination with USAID

o co-ordination and on-going dialogue with other G7 countries that
could possibly contribute 1o the funding of the final programme
package:

o on-going dialogue with international financial institutions such as

EBRD and the World Bank:

o on-going dialogue with companies that may be involved in a BOT
arrangement to convert the Plant or those which may be involved in
potential joint venture collaboration in such sectors as nuclear waste

treatment;
o co-ordination with the employment services project in Slavutich:
o co-ordiration of the work of the BBC expens who will be panly

engaged W clabwrate sacial packages: \77’



j - Page 8 sur 10

. —_———— — —— — — T~ —— . o T T T T — 3 —— - —— ————— —— — - 4 o A0 o T e > et Sy S S e
- - ——————— - - -

? 5.0. Implementation schedule.

The implementation schedule will be as follows (see fig 5.1)

RS

6.0. Management Structure

This section outlines 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 bave overall responsibility for the management and co-
ordination of the project. Roger Short has many years experience with issues dealing
. with local economic development based upon SME systems, science and technology
" and labour and social issues. He will be responsible for planning and co-ordinating
the work of the core working group in collaboration with the local team leader.
Moreover, he will be responsible for managing the preparation of reports and their
! quality control. Furthermore, he will be responsible for the regular tinformation flow

i between the project and the EU (ard G7).

Under the supenusxon of Roger Short, David Johnson, will provide back-stoppmo
particularly in Brussels and will assist Roger Short in the drafting of the main
programme. In particular he will assist in the 1 report preparation prior to and after the
workshops. He will also ensure that matenals from the experts 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 campaigns such as the anti-smoking and

ant-burglary national campaigns in Denmark.

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

(1) local team leader

(i)  expertin social issues

(i) "~ expert in Chernobyl issues

(iv)  expertin information dissemination.

The local team leader will be expected to have access to senior levels of Government
and moreover be respected at that level. He/she should have a good insight of the
current political and economic sitvation in the Ukraine and understand the
sensitivities of the work that is to be undertaken. The team leader will liaise with the
project co-ordinator in the preparation of reports and the scheduling of project
activities to be undertaken by local experts. He/she should ideally speak English

and/or French

The expert in social issues should have a broad understanding of the reforms that are
being undertaken in the social sector in the Ukraine. He/she should have expernience
in survey design, implementation and analysis. He/she should ideally speak English

and/or French.

The expert on Chemobyl issues should have a deep insight into the complex issues
that have surrounded the CNPP and the city of Slavutich since the accident in 1986.
The expert should have the trust of the CNPP and the authorities in Slavutich. The
expert will work closely with the team leader and the project co-ordinator in dealing
with sensitive matters to ensure the full collaboration of the panies. Heishe should
ideally speak English and or French

Ve
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The information expert 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 EUTACIS & G7
Committee

——| Admin EU

o] [ BBC Us

PM = Project manager
DJ = David Johnson
JK = Jens Kastberg
BBC = Employment and social studies
US = Bemard Kelly
L =Local team Jeader
E =Local experts
A = Local admin and backstopping

—— =
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CURRICULUM VITAE

Name: SHORT, Roger William
Specialisation: Project design; human resources development; social and labour market issues,
small firm collaborative models (networking); technology and technology
transfer; construction industry developmentand international networking
Nationality: British
Address: DapEdue ajs,
Granskoven 18
P. O. Box 69
DK-2600 Glostrup
Denmark
Tel: +4543 9622 00
Facsimile: + 4543 96 08 08
Languages: English Mother tongue
Italian Flueat
Danish Fluent
French Excellent
German Good
Spanish Good
Portuguese Good
Norwegian Good
Swedish Good

KEY QUALIFICATIONS

Roger Short is a consultant in project identification and formulation, primarily in aspects of: local and
regional economic and employment development; social and labour market issues; high technology
wansfer from research organisations to industry; the provision of technological services to small-firm
networks in developing countries; and economies in transition. He also collaborates with the
organisatons and institutions within and outside the EC in providing advice to these countries on how
1o develop "real” 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 development. 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 industry. He has extensive experience in the problems associated with providing services
to small and medium sized enterprises in order to generate local employment and economic development.
In 1993 he was engaged to establish the Small Enterprise and Local Economic Development Association
(SELEDA) an international not-profit organisation. He worked for some eight years with the Jutland
Technological Institute (JTI) (later the Danish Technological Institute (DTI)) the major provider of
services 10 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 Short in his capacity of chicf intemationalisation consultant, was
primarily engaged in international activities and in particular in the development of strategics to
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internationalise the services of JTU/DTI and its SME target group. He also undertook pumerous
interpational consultancy assignmeants and developed projects to promote inter-regional collaboration to
promote SME access to global markets and technologies.

In 1988 Roger Short was instrumental io launching the Danish natiopal campaign (managed by JTI) to
inform SMEs of the consequences of the EC Single Market. o the same year he was involved in
designing the National Network Broker Programme that incorporated clements of the Italian industrial
district model of providing services to clusters of small firms,

Also in 1988, he was elected Secretary-General of the World Association of Industrial and Technological
Research Organisations (WAITRO), an international NGO was established by UNIDO in 1970. During
his period of office, which he beld untl the tme of joining the ILO, he was actively iovolved in the
problems associated with the restructuring of services to SMEs. As a result of his work, a special
committee within WAITRO was established at the 1990 Genperal Assembly of the Association. This
committee provides advisory services to members of the Association that are facing restructuring and on
mechanisms to promote coliaboration between firms. Mr. Short has been involved in training and
consultancy either in or for participants from the following countries: Bangladesh, Belarus, Brazil, Czech
and Slovak Republics, Fiji. Hungary, India, Indonesia, Kenya, Lya, Malaysia, People’s Republic of
China, Papua New Guinea, Pakistan, Poland, Roumania, Russian Federation, Sri Lanka, Tapzania,
Thailand, The Philippines, Trinidad and Tobago, Ukraine and Zimbabwe.

EDUCATION
1977 - 1980 B.Se. (hons} 1st Class, Building Surveying (maintenance), Reading University, UK.
1981 - 1983 Doctoral research associate, Henley, The Management College, University of West

London, UK.

Research arca:
Project strategy for the identfication of clicat needs and the formulation of project

objectives for the successful implementation and execution of capital export projects,
particularly in developing countries.

PROFESSIONAL EXPERIENCE
1993 - Iﬁdcpcndcnt coansultant, Roger Short & Associates

1991 - 1993 Industrial specialist, Industrial Activities Branch, Intemational Labour Office, United
Nations, Geneva, Switzerland

1988 - 1991 Chief Internationalisation Consultant, The Jutland Technalogical Institute (FTI) and
The Danish Technological Institute (DTI), Department of Corporate Strategy and
Internationalisation, Denmark

1988 - 1991 Secretary-General of the World Association of Industrial and Technological Research
Organisations, Denmark

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

1981 - 1983 Research Associate, Henley, The Management College, UK.

1977 - 1980 University studies (see education abave)

1971 - 1977 Freelance land surveyor/site engineer and constructivn manager
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1970 - 1971
1969 - 1970
1967 - 1969

1965 - 1967

Coastruction manager D & H Contractors Ltd. Cambridge UK
Geometra, Impresa Guffanti, Milan
Site manager, D & H Contractors Ltd,, Cambridge, U.K.

Trainee site engineer, George Wimpey, Hammersmith, U.K.

SELECTED ASSIGNMENTS

Roger Short and Associates

1994

1994

1994

1994

1994

1994

1994

1993

1993

1993

Part-time chief technical adviser for the conversion of the physical and human
resources of ex-military in order to facilitate local socio-economic regeneration by
creating employment through small enterprise and self-employment promotion.

ILO/UNDP (on-goining)

Expert for the preparation of the project terms of reference for the improvement of
labour services, including pilot employment generating activities. Mangolia (EU
TACIS)

Expert for the preparation of the project terms of reference for the establishmeant of
a management information system for the Ministry of Education. Mangolia (EU

TACIS)

Expert for the preparation of the project terms of reference for higher economics
education ia an cconomy in transitio. Mangolia (EU TACIS)

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

Expert for the preparation of the project terms of reference for tecbnical assistance
in the field of intellectual property protection.Russian Federation (EU TACIS)

Expent for the preparation of the project terms of reference for technical assistance
in the ficld of standard and certification. Russian Federation and Ukraine (EU

TACIS)

Expert for the preparation of the project terms of reference for the project terms of
reference for improving the employment potential of acientists and technologists in
an economy in transition, Russian Federatdon (EU TACIS)

A series of activities concerning the conversion of military bases in Belarus into
small business parks, insuch a way as to maximise the natural, physical and human
resources, in particular highly qualified technical personnel of the country. The
activities have included: outline design for two strategy workshops for the high level
national committe for emplayment promation through enterprise creation in zones
under conversion; project identification mission for the conversion 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 feasibility
proosal for conversion of military garrisons 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 instiwtion in France (Genevois Global
Technology) and to conduct preliminary work on establishing two “silicon valleys™
in Russia.

Kovapr W Ny
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1993
1993
1993
1993
1993
1993

1993

1991 - 1993

1992

1992

1992
1992

1992

Associate copsultant 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
Emilia Romagna, Bologna, Italy) (ongoing)

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

Project identification mission for the conversion of military garrisons to business
development parks, Belarus, (ILO)

Resource person for seminar on the subject of SME development strategies, in
particular the provision of "real service”, Minsk, Belarus (ILO)

Preparation of techaical proposal for SME development and training programmes in
Poland (DanEduc Consulting, Denmark)

Preparation of feasibility proposal for the conversion of military garrisons in Belarus,
including training needs analysis (ILO and State Employment Commission, Belarus)

Preparation of background paper on altemative employment strategies in the
construction industty (International Federation of Building and Woodworkers,

Geneva)

International Labour Office

Preparation of reports on the recent developments in the building, civil engincering
and public works industrics for the 12th Session of the Industrial Commitiee for

these sectors.

Executive Secrctary of the 12th Session of the Building, Civil Engincering and
Public Works Industrial Committee Mecting.

Rescarch into the changing nature of the intenational project environment e.g.
privatisation, BOT projects, diversification of multinational construction firms,
technological advantage etc. and identification of training needs in construction

exporting developing countries.

Represented the 1LO at national and intemational meetings and liaise with
govermnments and the relevant sectoral employers and workers organisations.

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

Seminar resource person 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
construction - African Regional Workshop, Harare, Zimbabwe, (ILO/International
Federation of Building and Woodworkers)

Workshop resource person on the subject of migrant construction workers, Cairo,
Egypt (1LO Regional Office for Asia and Pacilic)

Bversr W Nlivam
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1992

1991

1991

1991

1991

1991

Seminar resource person on the subject of technological services to small firms for
SME policy makers from Belarus (JLO, Turin Ceatre)

Workshop resource person on the subject of contract labour and self-employment in
copstruction - Asian Regional Workshop, Pataya, Thailand (ILO/International

Federation of Building and Woodworkers)

Seminar resource person for SME policy makers from Central and Eastern Europe
(0.0, Turin Centre and L.O Geaeva)

Designed and prepared project proposals for the development of SME technological
services in Russia, the Ukraine and the Slovak Republic (ILO)

Internal ILO coordinator for the research and preparation of the ILO publication
Industrial development through small-firm cooperation -~ Theory and Practice

Prepared and conducted seminars and advised on the development and design of
training programmes for copstruction managers, People’s Republic of China

Secretary-General for WAITRO

1988 - 1991

1990

1950

Identification and design of technology transfer projects. Fund raising and liaison
with international agencies such as UNIDO, UNESCO, ECOSOC, and the

Commonwealth Secretariat,

Design of technology management workshop for participants from Commonwealth.

Reorganised the structure of the Association. Initiated (accepted at General Assembly
1990) the establishment of specialist technical sub-committees including one dealing
with the provision of services to SMEs.

Danish Technological Institute and Jutland Technological Institute

1991

1990

1990

1989

1989

1989

Preparation of technical proposal for the mabagement of technmical assistance
programme for the cement industry in India, in collaboration with Cowiconsult

(DANIDA)

Member of planning commitiee for the Moscow International Centre 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 (ILO/UNDP)

Project planning and training design of training programmes for construction
managers, People’s Republic of China (ILO/UNDP)

Consultant for the preparation of technical assistance (training) for construction
industry development, Papua New Guinea (ILO)

Initiator and facilitator of meeting of SME policy makers from Central and Eastern
Europe and certain EC States under the umbrella of the Centre for SME
Intemationalisation (ILO Turin Centre and EC DG V)

Reyper W Sharr
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1988 - 1990

1988

1988

1988

1988

1987

1987

1987

1987

1986

1986

1986 -

1985

1985

1985

1984

1984

1984

Established and coordinated the Centre for SME Internationalisation, a2 European
petwork of SME trainers and policy advisers. (COMETT EC DG 5)

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

Project preparatory mission for the provision of consultancy and training technical
assistance to the China International Contractor’s Association, People’s Republic of

China (ILO/UNDP)

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

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

Consultant for the design, preparation and implementation of training of trainers for
small construction firms, development of training materials utilising locally produced

vide, Malaysia (ILO)

Designed and coordinated the development of training project related to SME
intemationalisatdon (COMETT/EC DG %)

Joint programme director for feasibility training programme for Danish engineers

Manager of training componeat relating to project management and maintenance of
General Management Course for participants from developing countries
{(DANIDA/TFU)

Consultant, training programme for trainers of small scale contractors, Malaysia
(LO)

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 acquaculture
projects in the People’s Republic of China (IFU)

Design and management of fellowship programme for information technology
specialists from bulgaria, Hungary and Roumania (ILO/DANIDA)

Consultant for regional workshop for training programme for trainers of small scale
construction firms, Thailand (ILO)

Consultant, training programme for trainers of small scale contractors, Indonesia
(ILO)

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

Management of feasibility study for testing and developing low cost windmills for
India (DANIDA)

Management of threec month fellowship programme on the subject of technological
services for SMEs for participants from Trinidad and Tobago (EC/CID)

Crrsarlreom Viter
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Henley, The Management College
1981 Design and development of modules for project management diploms (by distance
learning) (RICS)
1982 - 1985 Tutor and workshop resource persen for project mabagement diploma (by distance
learning), (RICS)
1983 - 1988 Occasional lecturer on international project management and technology transfer
1988 Design of distance leamning MBA pilot programme for Denmark using computer

conferencing, video and text.

Construction Industry Experience

As a freelance site engineerfland surveyor worked on major infrastructure and petrochemical plants in
the U.K. e.g. M11 motorway (Dowsett Engineering), M3 Motorway (Cementation), Flixborough fertiliser
plant (Simon Carves), Bridgeworks AS diversion Milton Keynes (Amey). Prior to that worked as a site
engineer on civil engineering works and sewerage disposal schemes (D & H Contractors) and as a
geometra (site engineer) bospital project, Milan.

SELECTED PUBLICATIONS

1992

1992

1992

1993

1992

1991

1984

1984

1983

Collaborator for the publication Industmial Development Through Small-Firm
Coaperation - Theory and Practice, (Frank Pyke), ILO, Geneva.

"Receat Developments in the Building, Civil Eogineering and Public Works
Industries™. General report for the 12th Session of the Building, Civil Engineering
and Public Works Industrial Commitee, ILO, Geneva

Recent Developments in the International Project Market - perspectives for NICS,
working paper, Sectoral Activities Department, ILO, Geaeva (forthcoming)

Birchall, D.W. and Short, RW., Training on Tap "Strategies for open distance
learning for construction industry development”, ILO, Geneva (forthcoming)

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,

Short, R.W., Seminar on International Project Marketing, Beijing, May 1991. - Note
on the Proceedings, Construction Management Series, [LO, Geneva

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

INERNET, Sorrento.

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

Project Strategy. and Operational Aspects of Project Management, modules for
R.L.C.S. post qualification diploma management, The Royal Insttute of Chartered
Surveyors/College of Estate Management, Reading.
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CURRICULUM VITAE

Name: David Johnson

Specialisation: Human Resource Development, Privatisation, Small Business Development

Nationality: Brigsh
Address: DanEduc as
Granskoven 18
P. 0. Box 69
DK-2600 Glostrup
Denmark
Tel: +4543962200
Facsimile: +4543 96 08 08
Languages: English Mother Tongue
French Good
Russian Good

KEY QUALIFICATIONS

Initially qualified and practiced as a lawyer in the United Kingdom. Subsequent opcratiopal field
experience as the field director of refugee camp in West Africa. Having completed a specialized
development Masters in Social policy and planaing in developing countries, is presently working with
the European Commission. First, with the Humanitarian Aif Office (ECHO) based in Brussels and thea
with the EC TACIS programme based in Kiev, Ukraine.

EDUCATION

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

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

1984-87 Law B.A. (Hons.)2:1, The University of Kent, UK

PROFESSIONAL EXPERIENCE

1994 - date Project Manager, EC TACIS Coordination Unit, Ukraine
Responsibility for strategy and project identification, supervision and management
of EC TACIS projects in Ukraine in the areas of Enterprise development
(privitisation, small business development) and Human Resource Development

{including government policy advice). Specifically:

1. Formulation of TA country strategy, preparation of pre-programming documents
2, Evaluation of project proposals and requests for funding
3. Praparation and participation in the identification of the annual action programme
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1993 - 1994
1992

1991 - 1992
1989 - 1991

4, Assistance to and monitoring of TA projects
S. Information provision and advice on TACIS objectives, procedures and activities

6. Preparation of information activities for the public (e.g. press, target audiences)

Desk Officer, European Community Humanitarian Office (ECHO), Brussels
Evaluation and project development in humapitarian assistance. Specifically:

1. Evaluation of project proposals and requests for funding

2. Preparation and processing of grant funding through the Commission services
3. Assistance to and monitoring of EC projects

4. Development and implementation of a comprebensive strategy for air support for
humanitarian operations in East Africa

5. Advise on a number of humanitadan aid policy and legal issues, draft
consequential studies, discussion papers and legal agreements, give public
presentations on behallf of ECHO.

Policy and Legal Advicer, The UK Refugee Council, London
Policy and legal afvice relating to refugee asylum seekers in UK

Operations Field Director, Anglican Development Organisation, Gambia

Field director of Liberian refugee camp, resettlement and welfare projects based in
the Gambia. Responsible for allocation of equipment and funds, staff recruitment,
supeervision of budget, financial statemnents and accounts department.

Lawyer, Messrs Harbottle and Lewis, Loodon
Trained and qualified as a UK solicitor. Broad commercial training. Advising on
public international, EEc and UK law and commercial/aviation questions.
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CURRICULUM VITAE

Name: Jens Kastberg

Specialisation: Information, Public Relations, Communication

Nationality: Danish

Address: DanEduc a|s
Granskoven 18
P. 0. Box 69
DK-2600 Glostrup
Denmark

Tel: +4543962200
Facsimile: + 4543 96 08 08

Languages: Danish Mother tongue
English Excellent
Norwegian Excellent
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 STUDY/TRAINING

1992 Proactive Development, Scanfrutura
1984 Presenting, National Danish Television
1983-85 Television As Communicator, National Danish Television
1981 Television producer, National Danish Television
1978 The Intemational Experiment, USA
PROFESSIONAL EXPERIENCE
1991 - Managing Director, Kastberg Kommunikation
Major assignments:
* Company profile MAN B&W Diesel AG, Germany
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* Counselling and PR strategy Naval Team Denmark, Royal Danish Navy,
Danyard, Monberg & Thorsen
. PR strategy and national campains: National Board of Crime Prevention,
National Board of Health
* Information strategy, PR and event making on project "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 Programmes, European Commission
* SME informationprogrammes and PR strategy, ILO, UNDP
1988 - 1991 Director, DM Film & tv Ltd.
Start up and management of the company. Concept developing for major customers:
Ministry of Industry, Andelsbanken, Unibank and leading companies in the
shipbuilding and associated industries.
1987 - 1988 Editor/Assistant Director, DM Group Ltd.
Political information strategies in comnection with major projects i.e. political
recognition of private hospitals, health care reforms etc.
1981 - 1987 Reporter, 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.
1979 -'1980 Journalist, Vendsyssel Tidende, Daily newspaper
1976 - 1978 Project employee, University of Aarhus, Dept. of Geography

Project employee on the following:

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

* Correlation's between public transportation and economic development of
the villages in the country of Aarhus, Denmark.
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ANNEX B
BREAKDOWN OF PRICES

Caontracter : European Framework Group
Title: Jomnt EU - US warking group for social impact of Chamobyl closure

RATE/UNIT| AMOUNI

ITEMS UNIT QUANTITY
(ECD) (ECD)

L FEES & DIRECT EXPENSES

A Fees

EU Experts

EU wark davs map davs 139 509 70,751
UKR calender davs man days 92 424 39,008
Local Experts 1) mmaths | 20 1500 | 30,000
Suppart Suff

Sexetary EU m_months 5 2.500 12,500
Secratary UKR m.maoths 5 440 2.200
Interpreter mmonths 5 1.000 5.000
TOTAL A: 159,459
B. Direct Expenses

Par diem UKR 2) ~_per day 92 186 17.112
Per diem UK 2) per day 52 174 9,048
Per diem France 2) _per day 52 178 9256
Per diem Belgium 2) ~per day 40 225 9,000
Communication costs month 5 1,000 5.000
Intemet 3) maath 5 400 2,000
Local transport maath 5 1,000 5,000
Visas piece 27 130 3510
TOTAL B: 39926
TOTAL PARTI: 219,385
IL REIMBURSABLES

Flights EU - UKR retum 27 1,500 40500
Flights Switzerland - Belgium retum 9 850 7.650
Insurance 4) days 212 6 1272
Reproduction costs report 11 312.50 3,438
Courrier costs  5) report 33 70 2310
TOTAL PART I : 55,170
|TOTAL PART I + PART II: 274,555 |

1) Afler approval of the CVs by the Commission

2) Studytour 12 participants + EU Expat for 10 days. Payable against signed presence time sheets.

3) Moathly rate ECU 400 = ECU 112,5 + cu-lme time

4) 212 days = 92 days (intemational epats) and 120 days (study tour)

5) 33 reports = 11 reparts to be sent to USA, Ukraine and Brussels
S
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EU - Ukraine - US Joint Programme

Social Impact of Closing Chernobyl Nuclear Power Plant

Mission Report
14 - 17 November 1995

Kiev, Ukraine

Draft : subject to comments from mission team

s

Roger Short,

Programme Co-ordinator

Carl Bro Management

PO. Box 69

DK 2600 Glostrup

Tel :+4543962200

Fax :+4543960808
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Executive Summary

The EU members of the joint project team undertook a mission to Kiev during the period
14 - 17 November 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 Chernoby! 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
Chermobyl NPP; detailed planning and assignment of tasks for the preparation of the
proposed December Workshop; and the agreement of the management of Chernobyl NPP
to actively participate in the workshop. Centain 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 report of the October joint
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 1s
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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2.1.1.
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1.0. Introduction
’ 1.1. Between 24 October and 4 November 1995, B. Kelly and R. Short of the EU -

US project team undertook a mission to Kiev. That mission established a modus
operandi 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 submitted to the Government for consideration. However, it was
not possible to obtain an endorsement at that time. In order to maintain
momentum in altempting 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.

The purpose of the mission was to:

fo) seek to advance the endorsement process;

) follow-up on discussions held with Chernobyl Information Centre and
Goscomatom (held on 4 November with the participation of Mr

Humphries (EU), Ms Kessler (US) and Ms Swanson (USAID);

0 discuss the project TOR and negotiate with the identified potential local
project leader; and

0 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-ordination 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.

Members of the EU mission team were:

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

Key issues arising from the mission
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 well known to both Westerners and
the Ukrainians. He has been previously a member of the Government (Minister
of Energy) and has worked at Chemobyl 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 engaged 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 acceptance of
the CNPP management to ensure there would be no conflict of interest .

i
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2.1.2.

During the discussions with Dr Steynberg, 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 aspects 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 sector involvement would be essential to solve the employment
problems of Slavutich. It would appear that in the current re-structuring plan, for
which Dr Steynberg 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.

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 Slavutich and its hinterland as a successful
pilot region for economic reform, will contribute to the active participation of all
key actors in the project.

Involvement of key actors

Whilst the beneficiary of the EU-Ukrainian -US Joint Project 1s stated as being
the Government of Ukraine (Deputy Prime Minister Kuras), it was agreed during
the October mission that it would be essential for the local actors in Chermobyl
and Slavutich 1o be actively involved in the project implementation. A follow up
meeting with the Chemobyl Information Centre in Kiev, confirmed that they
would actively co-operate. In addition, and of greater impontance, the
management of CNPP has agreed to participate in the proposed December
workshop and has offered to host the event at the Chernoby! 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 project activities, it is clear that every effort should be made to
build upon this offer of co-operation and they will be critical to the success of
the EU-Ukrainian-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
management was regarded as a major obstacle to implementing changes in
Slavutich.

Proposed December Workshop

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 team leader will
make the logistic and practical arrangements for the three days and ensure the
preparation of local background papers.
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3.0.
3.1.

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. However, 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 October 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.

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 1s 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 intervention at a political (Ambassador) level on the
part of the EU - US.

Co-ordination matters

Meetings were held with Ms Swanson USAID and the EU TACIS Employment
Services project to inform of the mission’s activities.

Recommendations and follow-up

The main issue relating 1o 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 1s 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 it 1s 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.

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.

V;'/
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1.0. Background and 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 November 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.

1.2.  The political issues surrounding the G7 - Ukrainian negotiations relating to the
Memorandum concerning the closure of Chernoby! NPP 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 conducting the workshop were well advanced
by 1 December, it was not clear who in fact would attend. The project team
considered that it was essential to secure the participation of the local interested
parties (in particular senjor 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
participation of key interested parties, it 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 during the week.

2.0. The Workshop 12-14 (including visit to CNPP on 12 December)

2.1. Methodology adopted

The methodological approach for the workshop was designed to ensure the maximum
engagement of the participants. The need to establish a2 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 working
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.

!J
9

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 tvpes of enterprises, of which there
are apparently approximately 100, are viewed by the local authorities and the
. management of CNPP, as potential employment generators for workers who will be

displaced during the phased shut down of CNPP. The visits offered the opportunity
for the non-Ukrainian experts, and certain Ukrainian participants, to obtain a better



3.0.

4.0.

4.1.

4.2

insight of the issues concerning the social and employment spheres.

Workshop participants

The majority of the participants were representatives of Slavutich and Chernoby! 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)
Main Qutputs of Workshop

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).

Problem areas identified.

Six main problem areas were identified by the participants. These were identified as
being:

. Psychological attitudes

The issue of the psychological attitudes of the population of Slavutich and the
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 the
event of closure is a factor that is of major concern to the workers at CINPP.
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
children was cited as being a factor that influences the psychological attitudes
of the workers of Chernobyl.
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4.2.2.

4.2.3.

4.2.4.

4.2.5.

Human Resources

Particular problems associated with human resources were identified. Firstly,
there currently exist limited alternative opportunities for the large number of
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.

Potential Transfer of Communal Services from CNPP.

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 during
the workshop. This issue would have to be addressed during the work involved
in preparing the Plan of Action.

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 other
groups in the Ukraine; the high standard of living in Slavutich; the 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. '

Lack of Diverse Economic Activity.

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 services 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.

15



4.2.6. Ecological Image

6.0.

A strategy to diversify the economy to ensure the sustainable development of
the Slavutich Region will depend to a certain extent upon the ecological image
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.

Conclusions

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 contributing
to subsidised funding was anticipated by the participants. Obviously, these attitudes
may change during the course of preparing the action plan.

Follow-up and Recommendations.

(a) Follow-up workshops have been planned to take place each month. Each will
involve a specific topic and/or discussions relating to the analyses of surveys
undertaken. The next will be held during week commencing 15 January 1996
and will 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 3
December. Following this the Inception Report 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 endorsement of
the joint terms of reference.
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1.0. : 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 TACIS 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:

(1 Modus operandi of conducting the surveys and key issues to be covered at the
planning meeting of 16-17 January;

{i1) Contents of training abroad;

(i1t) Materials for translation linked with the planned workshops;

(iv) Information dissemination strategy for CNPP workers and the population of
Slavutich;

) 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 and/or research in the
following areas would have to be conducted:

(@) Detailed labour market survey of CNPP and the population of Slavutich Region;
®) Survey of the estimated 100 enterprises that already exist in the Slavutich Region;
© Attitude survey of workers of CNPP and the population of Slavutich;

(@ Attitudes and views of potential national and international investors;

(e) Establishment of numbers of potential employment places that will arise as a

result of the G7 Agreement; and

43] Research into the levels of contamination in the Slavutich Region
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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 Slavutich, 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 surveys/interviews. 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. It"is 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 international
investment and/or involvement 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
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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 Short during the

week following the meeting.
2.4. Materials for translation linked 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;
®) training/seminar 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 concemning 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 infornm 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 and 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 ILO‘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);

®) 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 potentially 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:

@) Productivity Management:

(ii) Human Resource Management in Economies in Transition: The East European
Case;

(1ii) Management of Privatisation;
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(iv) Environmental Business Management:

$%) Guidelines for the analysis of policies and programmes for small and medium
enterprise development;

(vi) Guidelines and instruments for improving organisational performance;
(vii) UNIDO-ILO Maintenance Management Manual; and

(viii) The ILO Improve Your Business Package.

These materials will be discussed at the planning meeting and the cost
implications of translation will be determined. These will 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, (on 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)

®) Productivity and Quality Management

() Management Competence Development;

(d) Human Resource Management and Human Resource Development; and
(e) 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 Azzoni)

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 concemns 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.
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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;

®) 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; '

© Some feed-back is obtained in terms of principle regarding the underlined
sections of this report.

(d) Next report will be provided following the planning meeting and discussions in
Kiev with relevant Ministries (18-19 January).
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1. Introduction

L 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 identify 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 knowledges 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 from 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,
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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. In 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 finished 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-firm relations.

4, As has been noted, relations between companies within industrial districts are
marked by the presence of strong elements of competition and co-operation. 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.
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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 district, for example, there are markets for
loom or frame work, needlework, trimming and finishing, embroidery, ironing, aad 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 forms 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 fill 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
from 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 modify the prototype, providing this involves no
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sacrifice of efficiency. 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 his 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 from 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
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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 services - 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 consultancy work often 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 fact 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 which everyone has to
adapt - originates in civil society, and also carries a series of sanctions: whoever breaks
the rules of the game is excluded from the community and can no longer work within
1t.

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

£



6

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 frauds 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 Weiszsacher, 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 from other areas and from 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 framework can usefully be adopted to account for this co-
operation and to describe it? Basically, two types 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 difficulties 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 find countless opportunities to collaborate, and that
industrial district firms are linked by important cultural phenomena.

e
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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 Ferrara, 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 Castelgoffredo
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 frequently.
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-firm relations are
strongly characterised in the way that has been discussed.
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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 firms working in the textiles
sector at Sanluri, in Sardinia, in Ridgewood, or in Queens, as "backward districts".
Between these two extremes, allowing 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.

III. Industrial policy and industrial districts

10.  If the industrial district gains the status - and the dignity - of a suitable object for
analysis, 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;

- 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 all 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 only 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 spiralling crisis. The need for tailor-
made measures does mot imply that the industrial district is by its nature at a
disadvantage vis-2-vis large-scale enterprise: it simply means that industrial districts
require special measures of industrial policy.
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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 servizi reali. The idea is to prioritise "real services" as
against financial incentives, and to offer companies the services 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 know 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 feasibility study, and so on. In other
words, they would have to be much more business-like and efficient 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. All 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 firms
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 wholesaler 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 frequently used
to illustrate this situation is that of a garden that is open to the public but that no citizen
will undertake to tend and guard. In such cases, text book theory proceeds, if the public



11

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 in 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 from 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, like those broadcast on
the radio, are free. 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 extremely 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 information 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 peither 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 information they
need directly, keep it secret, and derive profit from 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 & 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
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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 fill the specific tasks requested of them. But the scattered
tissue of firms working on the innovation is still too fragile 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, Hirschmann 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 bottleneck 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
firm. 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,

\53

‘
i




13

thereby carrying through that social process of kmowledge 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. This strategic
option often conceals an intention to reinforce the position occupied within a district 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 certainly 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 from that needed when
intervening with a group of companies or when overhauling and restructuring a large
company. Moreover, working on a smgle 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 conflict 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 transfer of technologies suggests a straightforward 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 knowledge 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
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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 identifying needs, based
above all on research. This strategy entails a number of standard analyses. 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 think, 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
identify 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 English 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
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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 manufactuerers 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 from 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.  Inwhat form must these real services be delivered and what characteristics should
they have? It is not simply a matter of supplying information in its most straightforward
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 agile and more efficient technologies, industrial relations, and inter-
firm 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 knitting 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 from 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 will 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
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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 firms are already familiar but to sell 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. Conclusions

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 bere 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
terms 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 purely 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 which, 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 knowledge of the limits 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 difficult because it is a matter of convincing rather
than of commanding; very inexpensive 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 identify once and
for all 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
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these two forms of productive organisation will 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 IILS 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 findings 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
[taly" - 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 IV 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 successful industrial districts.
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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 firms engaged
in a single industrial sector (including "subsidiary industries” such as machinery
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 modern 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 occurring 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 significant 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 atmosphere” by including a set of
more explicitly "social” 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/Communist) 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 modern commentaries, sec Becattini 1989 and Bellandi 1989.

2 For a useful overview of the Italian literature, see Brusco 1990; and for his own version of the model,
see also Brusco 1982, 1986 and 1989. For major formulations by Becattini and his collaborators, see Becattini
1987, 1989, 1990; Sforzi 1989, 1990; and Bellandi 1989. For syntheses of the work of Bagnasco and Trigilia,
see Bagnasco 1988; Trigilia 1986, 1989a, 1990; and c. also Becattini 1978.
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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 context.’

More recent research, as synthesized by the papers for this conference, both
confirms 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 Valles Oriental in Spain; parts
of Pennsylvania in the United States; Centre-Mauricie, Montreal and Bois-Francs in
Quebec, Canada; and Barletta, in Puglia, southern Italy. Among the better-documented
cases missing from this list should be added: Silicon Valley, Route 128 and parts 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-western 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, Oyonnax and

*  See, for example, Amin and Robbins 1989; Ganne 1990; Courault and Romani 1989; Bagnasco 1983,
chp. 5; Messori 1986.

‘ In addition to the conference papers and Pyke et al., 1990, for surveys of recent research on
industrial districts and public policy in Italy and elsewhere, see Hirst and Zeitlin 1989a, Zeitlin 1989; Regini
and Sabel 1989, and Brutti and Ricoveri 1988.

*  For a general survey, see Sabel 198%a.
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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 Fueniabrada,
Pennsylvania or Sesto San Giovanni near Milan.®

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 struggling to establish their position in domestic and international markets. Small
and medium-sized family firms overwhelmingly predominate in some cases, while
large-scale enterprises and external capital play a more significant 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
density7and institutionalized cooperation, no single organizational model may be said to
prevail.

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-firm 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 bave experienced greater
difficulties in readjustment.’

In each of these cases, however, the 1980s have also seen significant 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 firms, a shift which marks

for Brusco the transition to a qualitatively new model: the Industrial District Mark II |

(Brusco 1990) A second change emphasmed parncularly by Trigilia 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 1989a, pp. 45-52.
?  For similar variations within the Third Italy, see Brutti and Ricoveri 1988.

*  On Modena and Bologna, see Perulli 1989, Alaimo and Capecchi 1990, and Brutti and Ricoverd, pp.
254-263; on Prato and Carpi, see Trigilia 1989b, Bursi 1988 and Brutti and Ricoveri, pp. 224-238, 272-285.

\¢
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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" (Harrison
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 "backward" 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
Marshall’s original definition of the district as a geographically localized productive
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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-type: 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 structural.features, 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 flourish.”

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 institutional 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.

II1. 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.” There 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 specialization in these terms, see Hirst and Zeitlin 1990.

' For these formulations see, respectively, Becattini 1987b, quoted in Benton's paper for this
conference; Bagnasco 1988; and Piore 1990.
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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-existing 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 successful 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 firms 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 citical exposition of this view, see Sabel’s paper for this conference.
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consensus less an antithesis of conflict 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 necessary 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 concerned.”

Many of the conference papers likewise underline the crucial importance of
institutions for the provision of collective services 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
Emilia-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,
from 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. Sometimes collective

2 For fuller accounts of conflict resolution in industrial districts and a wider range of historical cases,
see Sabel and Zeitlin 1985 and forthcoming.
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services are provided directly by local government; sometimes by an independent agency
run as a public/private 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. Ounly 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 equally 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 firms, 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 Emilia-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

B For a more extensive discussion of the British case, see Hirst and Zeitlin 1989a and 1989b, and
Crouch and Marquand 1989.
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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
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 "modern”
ones such as electronics; that regional development is better promoted by building on
existing specializations rather than by seeking to tramsplant 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
central 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 capital 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.
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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 modern 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 final 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, Brutti and Ricoveri advocate a far-reaching reform of the
contributory basis of the social security system from 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 Freud of
"countertransference” (the analyst’s reactions to the patient), see Samuels 1989, pp. 144-150.

¥ 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.
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regional levels, not only in relation to one another but also to government authorities.
Here, too, as both Trigilia 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. '
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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 Imstitute 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.

II. 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.,
1990] 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 all 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 Emilia 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 IO and other practitioners when it comes to formulating policy initiatives for
regional development.

II.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
Brusco refers to in his paper for this conference as a "company group”, defined simply
as a concentration of firms within the same manufacturing sector and operating in a
limited area. Industrial districts are much more than this. They are also more than
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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 organised together according to certain principles discussed below.

The crucial characteristic of an industrial district is indeed its organisation. 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 identify the most successful districts:

Perhaps paramount amongst these is the existence of strong networks 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 collective network, and its dependence on it, which
perhaps more than anything else encapsulates the essence of the district’s character. A
small firm 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 identify?" and such like. Thus the success of development policies cannot be
measured in terms of individual improvement - which is an assumption made in most
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

20
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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 would 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. Flexibility 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 inflexible
. organisation of production on mass market lines, employing dedicated machines and
* specialised, often unskilled or semiskilled, workers [see: Piore and Sabel, 1984].

Central to the organisation of the successful district is the role of the workforce.
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 workforce, 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 helped 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.

112  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
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
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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,
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 industrial 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
challenges posed to virtually all industrialised countries. We are interested in identifying
strategies and forms 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, 1990]. 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
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-off? While some have finally come around

in successfully restructuring their economic base, others seem to be bound to further .

decline.
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ITI. 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 firm sector; delegates from the employers’ group to the amnual ILO
international conference have stated repeatedly that the potential for employment
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
diffusion 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 Sengemberger et al,, 1990]. 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 from 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 Monde, 13 June 1990].

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.

Countervailing 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.

AR
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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 siump. 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
firms 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 19].

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 tramsitory, 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 sufficient 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 exst substantial differentials in wages, and other elements of worker
. compensation, according to size of establishment; small firms are often exempted from
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 firms 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
firms. 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 manufacturing 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 firms. We must examine their status and role in the larger
economic and institutional context, and see the expansion of small units as part and
parcel of a profound and pervasive industrial restructuring 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.
Decentralisation 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 firms have on average more plants, but these plants are
of a smaller scale. Furthermore, we find a surge of devolvement such as licensing and
franchising practices, under which large companies cease to own smaller establishments
directly, but retain revenue links with them. Finally, organisational disintegration implies
a fragmentation 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.

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
difficult to argue that the large enterprises have lost power and influence; 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, 1987]. All this
would suggest that a substantial part of the restructuration that has taken place,
including the expansion of the small business sector, 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

2.4
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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 organisatiopal prerequisite, namely a horizontal-type
organisation 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 firms 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 firms or small firms, to gain strategic options. Thus
links and networks are paramount to small firm success.

- 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-firm 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.
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One may distinguish between two principal approaches by which enterprises,
industries, or regions have tried to meet challenges of international competition. Small
firm 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 firms 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 firm 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 conclusions of the High-Level
Meeting on Employment and Structural Adjustment, ILO, 23-25 November, 1987.
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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,
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 sustainable. 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; "balanced" 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" [Our Common Future, p. 43]. |

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.1 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, from 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, 1990]; 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 "flexibie" 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

1
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relations, no union representation, no works councils;’ 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, 1990].

V.2  Collective efficiency through specialisation and co-ordination

In the ideal case the industrial district comprises in one and the same local area
all the various activities required for the development, manufacturing, 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 firm acquiring it provides special services for a number of customers rather
than just occasionally for itself; at the same time the customers benefit from 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 knitting 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.

?  See, for example, the Belier Report in France: Rapport de M. Gilles Bélier, Conseil Social au Ministre
du Travail, de 'Emploi et de la Formation professionnelle, Paris, March 1990.
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Not only in the sphere of production can individual firms benefit from 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 district.
Italian industrial districts have excelled in exporting their manufactures. Exporting today
demands an enormous amount of technical knowledge and legal expertise; expensive
knowhow 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. - highlights 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 and co-operative principles. Certainly, 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.

But, as we have seen, there is also co-operation, and co-operation is at least as
important 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, 1990], Japan [Friedman, 1988], and Britain [Pyke, 1989, 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 [1990] and Carlo Trigilia [1990].

The forms 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 as
a whole can produce); the collaboration between individual firms 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, 1990]; 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 services 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 services, 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
_economiic 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 induige 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, know-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 firms 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
shrunk, standard full-time regular employment has declined, and as there are more
footloose workers employed on a temporary or casual basis, strengthening territorial
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 ongm of low union density and the lack of social protection in that sector.
Territorial organisation may also be an answer to the increasingly blurred boundaries
between firms, and between industries.
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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 organmisation. 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.
In 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 boundary 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 imnovation, 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
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to help him or her out in times of difficulty, just as he or she would help others. The
entrepreneur in an economic community built on principles of co-operation 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
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 firm 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.

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 firms 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
particular trades but also about how to run the businesses in which they work. In the
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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 aiready 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 firms 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 "socialised" 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 firms, 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 "wage-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,
but should be concerned with how to deal with the serious problem of failure.
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V8 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
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, 1990], 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. Fiexibility, '

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 economically efficient 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 termis
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, 1989], encourages change by not penalising workers for
(flexible) job loss, recognises that "work” 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.

V9  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,
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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 firm association
that was not dominated by, or subordinated to, the interests of large firms. Small firms,
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.

V1. 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,
the 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 firms 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. Garavini et al.: La
Quarta Italia -1l lavoro e la politica industriale nei distretti e nelle aree integrate in Italia,
a cura di P. Brutti e G. Ricoveri, Ediesse, Rome, 1988. The book reports on research
carried out at the Confederazione Generale Italiana del Lavoro (CGIL) into the subject
of Italy’s "industrial districts" and the roles of trade unions and other institutions. In
fact, the research, and the following pages, employ the term Areas of New Industrial
Development (ANIDs) 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 ANID:s 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 also, 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
development, process innovation, and the use of new product technologies, are all
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. This 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
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boldly, without underestimating the difficuities, but also tackled simultaneously at
different 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
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 Ttalian ANIDs has strongly underlined the gap in social
productivity between northern and southern Italy. Historically, the ANIDs 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 service industry: in specialised agro-industrial areas in the
south, and in embryonic service 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
authorities with the power to draw up plans to be financed from resources made
available by special measures, and by placing control over the special funds for small
business firmly 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-sized 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
"backward" 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,
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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 from 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, particularly 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
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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 district. 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 efficient 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
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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 ANIDs 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 ANID
urgently needs. The qualitative leap required involves planning on a large scale, to
create a critical mass of investments sufficient 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 firms 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;
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the reform and strengthening of the Istituto Commercio Estero 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 knowhow, 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 firm 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 Partecipazioni Industriali, 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 Ricostruzione Industriale (IRI)
regarding the forms that IRY’s reindustrialisation interventions are to assume in those
areas where the steel industry is undergoing restructuring.

Furthermore, this might receive encouragement from 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 BICs 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 which 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 "specialisation” 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.

vie
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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 IRI - 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 environmental protection
services for radioactive areas, to building mortars). No gift 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.



International Conference
on

Industrial Districts and
Local Economic Regeneration

(Geneva, 18 & 19 October 1990)

Paper No. 8

Italian industrial districts:
neither myth nor interlude

by

Carlo Trigilia

University of Palermo

Organised by the
New Industrial Organisation Programme

International Institute for Labour Studies

with the support of the
Commission of the European Communities

W
ahny
é’!“"'
At
A H



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.




-

< 2 B =

Contents

Page
INtroduction . .....c.civiiiin it i e 1
Ttalian districts .« o oot vttt ittt e e s 3
New challenges and the need for adjustment ................ 6
Policy problems ...... e e e e e 8
Districts and regional development ....................... 11

v{*\



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 Harrison has put it: "the big firms are coming out of the
corner’. 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 organmisation, 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.

[talian 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 seriously 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 small. Rather, it is the
ability to adapt to an environment that has become more uncertain and unstable, by
combining internalised activities with activities fourided 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
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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 difficult
to lump small firms 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
lessoms, especially as regards Italy, to be learnt from 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 firm" 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 kind of firm
manufactures parts or components for one or a few larger compamnies. It is accordingly
very dependent and, to retain a strong competitive position vis-d-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
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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 omne 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, [ shall refer to Italian industrial districts. Section II provides a
brief account of how the districts emerged and the ways in which they function. In
Section III, 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.
[ shall then turn to the analysis of several policy implications relating to the
strengthening of industrial districts (Section IV) and to the development of similar forms
in underdeveloped settings (Section V).

II. 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 lines 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 wholesale manner than in other countries. Such
resources were in especially good supply in the central and north-eastern regions - the
so-called terza 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).
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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 modern
sectors, especially in mechanical engineering. Thus, for example, Prato has specialised
in textiles, Poggibonsi in furniture, Sassuolo in ceramics, Montegranaro in foorwear,
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.

to

The spread of family-based agricultural smallholdings (sharecropping, peasant
farms), helping to create the original flexible supply of an inexpensive workforce
whose skills and motivations were well-suited to the development of small business.

3. 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 forms, have helped to preserve the
specific socio-economic fabric referred to earlier, characterised by its peculiar mix
of traditional and modern 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
specialised 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

~@
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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 of
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
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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 firms 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.

III. New challenges and the need for adjustment

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 example
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

21Ul
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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
the 1970s. International competition grew tougher and there was no slackening of
uncertainty and instability. The devaluation of the dollar had a very negative effect on
exports. However, just as it would be blinkered to ascribe the dypamism of smail
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 flexibility 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 firms 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 services 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.

21
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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 compamnies have themselves moved away from forms of rigid vertical
integration, opening the door to collaboration with small, specialised firms, integrated
in a more or less stable way within their organisational 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

226G
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regional level might be more relevant for future development, covering both the regional
government as an institution and also interest groups. The promotion of forms of co-
operation and organisation among small firms, the easing of much-needed access to
credit, the building of relations between industrial districts and 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 otherwise 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 should 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 small 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 reskilling, 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
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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 highlighted 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 networks. 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
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 oumber
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: