
Chapter 2. 
Investment Attractiveness 
of the Novgorod Oblast

In the early 1990s, the economy of the Novgorod oblast encountered considerable difficulties. The large industrial potential accumulated over the preceding years was unclaimed for due to the fact that the country has started the transition to a market economy. Radio-electronic engineering was in an especially dire situation.  

Therefore, the Novgorod oblast had to search for the region-specific approaches to the market transformations. 

Taking into account the specifics of the territory, the region set the following priorities of the economic policy: 
1. To rely on internal reserves, pursue an independent economic policy, at the same time maintaining good relations with the federal center.  

2. To rely on creation and development of new small and medium sized businesses. 

3. To pursue a clear strategy with regard to the order of economic recover: food and processing industry – light industry – mechanical engineering – high tech industries. The region planned to rely on projects promising a fast pay-back of investment. 

4. To actively look for and attract investors. 

5. To create maximally favorable conditions for investment in the real sector of the economy in order to obtain larger revenues in the future. 

6. To rely on target program management and monitoring on the part of the regional administration as concerns prospective and approved by the administration investment projects. To form a “portfolio of investment projects” for potential investors (as of today, the “portfolio” includes 28 projects). 

7. To rely on the understanding that a long term targeted policy may be pursued only in case all branches and structures of the regional authorities put forth the common effort in the constructive cooperation with the federal center in the situation of a “social peace” in the oblast. 

In the process of formation of the strategy of economic development, there were taken into account the specifics and the potential of the region (marketing of the territory). 

The Russia’s economy still remains in a crisis situation.  The major took to overcome this situation is the investment in the manufacturing sector of the economy. The economic situation of Russia does not leave hope for a considerable increase in investment activity of domestic investors in the short term; therefore, foreign investment is the major real source of investment. 

In order to intensify investment activity in the oblast’s territory, there was chosen the strategy of attraction of external investment, primarily, from abroad by creating a favorable investment climate.  

This strategy was facilitated by the fact that the Novgorod oblast has a strategic advantage in terms of its geographical location – between two largest consumer markets of Russia, St. Petersburg (190 km) and Moscow (560 km), close to the border with Belorussia, Baltic states, and Scandinavia, what provides an easy access to the markets of Europe, Russia, and CIS countries.  

For potential foreign investors, the most important factors are the good geographical location of the region and the attitude of regional authorities to foreign investors. The Novgorod authorities have based their economic policy exactly on these factors. 

The regional leaders are engaged in the promotion of the oblast on world investment markets, for instance, in the course of their foreign visits. Personal contacts at the level of the regional authorities, regional leaders’ presentations on economic and investment forums supported by substantial and diverse information on the development of market relations and investment environment in the region as a rule facilitate the interest to the Novgorod oblast. Exactly direct contacts have helped to attract two strategic investors (Cadbury, Dirol) in the region. 

In the framework of the economic committee the regional authorities have created the department for foreign investment, which is directly responsible for the elaboration and implementation of measures aimed at the attraction of external investment in the Novgorod economy. 

At the same time, a close attention was paid to the creation of the regional investment legislation able to grant investors tax breaks for the implementation of investment projects in the territory of the Novgorod oblast. 

The legislation was worked out in cooperation with both domestic and foreign enterprises, and well known consulting firms (Siar-Bossard, Arthur Andersen). 

The system of tax breaks and laws fixing these breaks has formed by stages. In December of 1994, there was enacted the regional law “On tax exemptions for enterprises and organizations located on the territory of the Novgorod oblast,” which stipulated tax exemptions with regard to the regional tax on enterprises’ property and some other local taxes until the investment projects approved by the regional administration are offset in full, however, the final term of exemptions was set in accordance with deadlines determined by respective business plans.  

In their turn, many districts and towns of the region grant enterprises with foreign investment additional privileges with regard to local taxes. 

In 1998, the region approved the law “On investment activities in the Novgorod oblast,” which comprised all the “rules of the game” for investors. 

On January 1, 1997, the Oblast Duma passed the resolution, which for the first time in Russia created economic zones ("areas of preferential treatment") in four oblast’s districts, where there were created conditions for the development of all forms of businesses. In these districts, commercial organizations (except trading organizations) were exempted from all regional and local taxes, besides, the profit tax they paid to the budgets of all levels, VAT due to the regional budget, and payments for the use of the forestry fund were to be reimbursed to the taxpayers from the regional budget. The total amount of tax breaks made 64 per cent. 
Since 1996, the regional authorities have paid a special attention to the promotion of the oblast’s image in the investment space. 

Simultaneously, the region developed a favorable business environment. Since 1992, the region has actively implemented privatization. At present, the process of privatization and creation of joint stock companies is practically completed. There were created different structures oriented towards the support of all forms of businesses, and at present the region has in place a whole system aimed at the support and servicing of external investors. This system includes the Chamber of Commerce, business park, techno-park, a leasing company, training and business center of entrepreneurship and small businesses, the interregional marketing center, banks, auditing firms, insurance companies, and other agencies and organizations. 

Besides, in Novgorod the Great there was established the Novgorod Investment Promotion Agency (Russ. abbr. ARPIN). The agency is primarily responsible for the search for and support of investors looking for an opportunity to invest in the Russia’s economy. ARPIN provides potential investors with information, prepares enterprises for investment and promotes the Novgorod oblast as a primary object of investment. 

The Novgorod State University has become the center of the system responsible for the continuous training of personnel for the market economy. In this area, the University actively cooperates with universities in Denmark, Poland, Germany, Finland, Sweden, and the USA. 
The experience of Western developed market economies is widely used for the training of Novgorod entrepreneurs. The International business school was created in the framework of the “Novgorod training and business Center” in cooperation with the British partner (“Know How Fund”). 

In 1997 through 2000, the region developed a modern system of telecommunications. Automatic telephone lines connect the oblast with all foreign countries and Russia’s regions. Novgorod the Great provides services of digital networks with integrated ISDN services, data transfer networks INTERNET, ROSNET, ROSPAK, RELKOM, and SPRINT. The regional ROSNET standard transmitting network provides inter-district information exchange within the territory of the region. Since 1996, Novgorod was included in a group of 3 cities (the other two are Moscow and St. Petersburg) connected with IBM Global Network. The international satellite communications INMARSAT functions in the regions. 

The regional banking sector is well developed. The banking system of the oblast comprise the regional office of the Central Bank, three regional commercial banks and eight branches of Moscow and St. Petersburg commercial banks. Banks of Novgorod have more than 20 direct correspondent accounts with the leading banks in 5 countries of the world such as Uni-Bank (Denmark), Kommerzbank AG, Dresdner Bank AG (Germany), Centrobank (Austria), Merita Bank (Finland). Several investment companies and funds operate in the region. 

The oblast was one of the first among the Russia’s regions to start the reorganization of the land and real estate market. The work on regional land and forest cadaster was supported by Swedish governmental organizations. 

The region successfully develops the real estate market in cooperation with the US Agency for International Development (USAID). In fact, the secondary land and real estate market has been created. 

According to the legislation of the Russian Federation privatized enterprises have a right of buying out their land sites on favorable terms. Land can be leased with the right of further buyout. 

There is no federal laws embracing land and land ownership rights issues with regard to non-resident legal entities. In this situation the regional administration has elaborated a mechanism guaranteeing the ownership of land plots, on which enterprises with foreign participation are situated. On the territory of the Novgorod oblast, an investor may expect the positive settlement of any issue related to the purchase and use of land and real estate. 

The Novgorod Customs office, which renders the whole range of customs services, has been in operation for the sixth year running. In order to deliver quality services to businesses, 4 custom houses and 3 customs warehouses have been opened in close proximity to foreign investors' enterprises. 

It shall be mentioned that no conflicts between the executive and the legislature, or the federal, regional, and local authorities exist in the region. 

Mikhail Prusak, who has been heading the region since 1991, had a landslide win (91.5 per cent of votes) in the elections held on September 5, 1999. 

The close cooperation and mutual understanding among all authorities, parties, popular movements, trade unions, producers independently of the ownership forms have allowed the Novgorod team to elaborate a common economic policy, determine priorities and avenues of development, ensure the consistency and continuity of transformations. 

The development of international relations has facilitated the inflow of investment. 

International relations at the regional level include diplomatic, foreign trade, social, educational, and cultural and tourist contacts, projects, and programs. 

The region has prioritized the establishment and development of long term relations. Novgorod most actively contacts the Scandinavian countries (Finland, Sweden, and Norway) and the Baltic states (the Netherlands, Denmark, Germany, Poland). 

Close cultural, educational, and social contacts exist between the Novgorod oblast and Norway. The region participates in the educational program “New managers for Russia” aimed at the study of the Norwegian experience of the management under conditions of market economy by Russian public officials. The program was launched by the Association of local and regional authorities of Norway. 

Long term cooperation exists between the Novgorod oblast and Finland in the area of environment protection: the Novgorod regional state committee for protection of the environment has implemented a project for construction of pump facilities in Borovichi and Shimsk in cooperation with the Finland’s Ministry of Environment. The same organizations are working out a joint project of a solid household waste site in Borovichi. 

The region has close and fruitful relations with the Danish Ministry for Environment. The Danish government allocated funds for the completion of construction and modernization of biological sewage treatment facilities in Novgorod the Great. This work is continued today. Danish specialists will take part in reconstruction of sewage facilities at a swine farm in the Novgorod region and the development of tourist infrastructure of the Valdai national park. 

The Novgorod regional committee for education is implementing an international project “Management in education” in cooperation with the Dutch Ministry for Education. The project has been implemented since 1999. 

Cooperation in the area if culture, sports, education, and business relations links the Novgorod oblast with Estonia and Latvia.

The Novgorod oblast maintains official, business, cultural, and educational contacts with Germany both in the framework of sister relations with the town of Bielefeld, and at the level of state and public organizations. The committee for public service of the Novgorod administration actively cooperates with the Konrad Adenauer Fund in the area of conferences on various aspects of local government. In the framework of a humanitarian project for supply of medical equipment from Germany to Russia, the German Civil Defense department granted the Novgorod oblast a set of hospital equipment for 20 patients in October of 1999. 

Novgorod the Great is the only Russian town officially included in structure of the restored Union of Hanseatic Cities and actively participates in the Union’s activities. In 1993 at the meeting of Hanseatic commission in German city Schtadt the so-called Novgorod project on restoration of Nikolski cathedral (a most significant landmark built in the 12th century, the time of the Middle Ages Hansa Union) in Novgorod was approved.  The financial aid for restoration has been granted by Hanseatic cities. On June 12, 1999, during the celebration of 1140 anniversary of Novgorod the Great this cultural monument was opened after the restoration. Representatives of the administration of Novgorod the Great annually participate in international Hansa days. In 2009, it is planned to hold these days in Novgorod the Great. In the framework of sister relations, entrepreneurs from Bielefeld participated in creation of two enterprises: “NBI Transport Service” and “Novtruck.” 

Both Novgorod the Great and the Novgorod oblast maintain official sister and partner relations with different countries: Novgorod – Moss (Norway), Novgorod – Watford (UK), Novgorod – Nanterre (France), Novgorod - Uusikaupunki (Finland). Sister relations exist also at the level of district centers: Straraya Russa – Lloret de Mare (Spain), Borovichi – Krasnik (Poland), Chudovo – Parainen (Finland), etc. 

Sister towns cooperate at the level of town administrations, chambers of commerce, universities, music schools, other educational establishments, libraries, museums. Mass media and non-governmental organizations also take an active part in multilateral cooperation. 

Sister relations exist also between towns of the Novgorod oblast and USA (Novgorod the Great – Rochester, Valdai – Cannon City, Borovichi – Binghamton). 

The relations between sister cities have been much more than just exchange with delegations and acquaintance with each other. 

Novgorod and Rochester implement a joint project concerning the problems of homeless children. Valdai and Canon City participate in the domestic violence prevention program. A number of interesting projects is carried out in Borovichi in cooperation with Binghamton. 

In the sphere of business, a special attention may be attracted to a photo service operating on the Novgorod market, especially taking into account the fact that Novgorod’s sister city Rochester is the capital of the world known Kodak company. 

In the framework of a TACIS pilot program City Twinning, Novgorod the Great cooperates with Strasbourg (France) in the sphere of tourism development. At present Novgorod the Great implements the second joint project with Strasbourg. 

Alongside the existing relations with sister cities and Novgorod’s ties with Hanseatic cities, the Novgorod oblast develops friendly relations with foreign countries at the territorial administrative level. These relations are strengthened by long term agreements on friendship and cooperation. 

The regional administration has concluded long term cooperation agreements with provinces Estfoll and Telemark in Norway, at present there are discussed the prospects of cooperation with the Kuyavo Primorski province of Poland. 

The Novgorod oblast has agreements on long term trade, economic, scientific, technical, and cultural cooperation with some CIS countries: 11 regions of Ukraine, 6 regions of the Republic of Belarus (Minsk, Mogilev, Grodno, Gomel, Vitebsk, Brest), and 8 regions of the Republic of Kazakhstan. 

The Novgorod region has close ties with Sweden. These ties are a priority in the development of international contacts. 

In accordance with the cooperation agreement between the Novgorod oblast and the province of Erebru, which was signed in 1994, there has been implemented a number of joint programs and projects in different spheres: social protection and employment, training of specialists in the area of private farming in the Novgorod oblast, creation and introduction of an automated system of land cadaster in all districts of the Novgorod oblast. In the framework of an agreement with the Sweden’s land service “Swedsurvey,” the North West training center for cadaster and land information systems has been established in Novgorod. 

The Novgorod State University named after Yaroslav the Wise actively cooperates with the University of Erebru, and the higher education establishment on Gottland. 

In 1999, there was completed the first stage of the project for water control in the lake of Ilmen and its tributaries implemented with the support of the Swedish agency for environmental protection. 

The government of Sweden considerably supports the development of cooperation between the Novgorod oblast and Sweden via such organizations as the Swedish Foreign Ministry, Swedish Institute, SIDA (the Swedish agency for international cooperation), LRF (association of Swedish farmers). 

In 1999, the Swedish government allocated s. Kr. 16 million for the implementation of the long term project “Development of local governments and potential of state governance in the Novgorod oblast.” At present, SIDA reviews projects aimed at the cooperation in the social sphere involving social services, employment department, and the Novgorod State University named after Yaroslav the Wise. 
SIDA assisted the publication of an informational leaflet in English about Novgorod the Great and the oblast. 

The Novgorod region has established contacts with environment protection organizations in provinces Erebru and Vermland (Sweden). Some measures were implemented in the framework of the project “Waters of lake Ilmen and Elmaren.” 

The cooperation of the Novgorod State University with educational establishments in sister towns and territories plays a significant role in the development of international cooperation. This cooperation is facilitated by the fact that the University has connected to the global Internet network. An illustrative example of fruitful international cooperation is the Center for education and development of business NORMAN, created at the Novgorod University in cooperation with the Telemark college (Norway) in 1993. The Norway government has evaluated project NORMAN as the best Norwegian project in Russia. 

The Novgorod University implements student exchange programs with universities of Bielefeld (Germany) and Nancy (France), Uppsala University and Gottland College (Sweden), Academy of Abo (Finland), and Rochester (New York) and Purdue (Indiana) Universities in the framework of the program “Russian American exchanges.” 

Novgorod higher education establishments successfully develop cooperation programs with their American counterparts. The Russian American School of business administration (RASBA) at the Portland University has operated for three years. Many representatives of administrative and business circles of Novgorod the Great have successfully graduated from this school.  

In the framework of the project “Partnership for Peace,” the University of Rhode Island and the Novgorod University work out a program aimed at the training of public officials. The same university assists the Novgorod University to work out a business administration program for students of the university. The University of Cleveland aids the Novgorod University to elaborate the plan of studies and the methodology in the area of business principles for the law department and to establish the Center for legal assistance. 

Friendly relations exist between Novgorod and the Russian American Chamber of Commerce (RACC), which comprises more than 450 American corporations accounting for over 90 per cent of the Russian American trade and American investment in Russia. The RACC chief goal is to facilitate the formation of a favorable climate in Russia for trade, economic, industrial, and investment cooperation between American and Russian businesses. It has become a good tradition that RACC representatives visit Novgorod to work with the local businesses. 

The Indianapolis Chamber of Commerce in cooperation with students of the Purdue University (Indiana) has organized a trade show of Indiana companies in order to establish contacts with local potential partners. 

In year 2000, there was discussed a project for the creation of a single information network by connecting informational resources of organizations engaged in the servicing of businesses and non-governmental organizations to the existing Internet server “Novgorod the Great for a businessman.” 

In Staraya Russa, there was established the Center for support of women’s entrepreneurship, which provides training and consultations for women starting their own businesses. 

The Novgorod Chamber of Commerce has received two grants for the total amount of US $ 84000. The first grant was aimed to organize exhibition activities in Novgorod the Great, including training seminars, equipment (computers, fax machines); the second grant should be used to improve economic and financial management of the Novgorod Chamber of Commerce and regional administration (US $ 15000), the rest of the grant should be spent for the purchase of a mini-typography, exhibition equipment, and computers. The region also received two grants (totaling US $ 65000) for the setting up a Geographical Information System (GIS) for the Novgorod Oblast (purchase of computers, software, and training of personnel). 

Carana corporation and Citizens Democracy Corps (CDC) took an active part in the implementation of this project. 

In 1997, specialists of Carana corporation (an American consulting company) worked in Novgorod the Great in order to study the regional investment environment and train specialists of Novgorod companies “Planeta” and “Splav” in the area of efficient management techniques. 

Basing on the study of the regional investment climate, the Carana experts worked out the recommendations, which were taken into account in the course of elaboration of the regional investment promotion program implemented in 1997 through 1998.  

In accordance with Carana’s recommendations, “Splav” has launched an investment project in cooperation with the “Dresser Industries” company (USA). “DS Controls” manufactures valves for petro-chemical industry. 

The main outcome of the Carana activities in 1997 was the setting up the Novgorod investment promotion agency, which at the moment is a part of the international Fund of Strategic Initiatives and accounts for a number of positive examples of attraction of external investors to the Novgorod economy (for instance, in 1999 through 2000, there was implemented a project for production of cigarette packages “Amcor Rench”). 

In 1999 through 2000, Carana corporation worked on a project aimed to train Novgorod specialists and managers in the area of international accounting standards (IAS) and introduce this method in the standard business practices.

Basing on the study of the regional investment climate, the Carana experts worked out the recommendations, which were taken into account in the course of elaboration of the regional investment promotion program implemented in 1997 through 1998.

The main outcome of the Carana activities in 1997 was the setting up the Novgorod investment promotion agency, which at the moment is a part of the international Fund of Strategic Initiatives and accounts for a number of positive examples of attraction of external investors to the Novgorod economy.

In 1999 through 2000, Carana corporation worked on the project “The accounting reform in the Novgorod region” aimed to train Novgorod specialists and managers in the area of international accounting standards (IAS) and introduce this method in the standard business practices.

In accordance with Carana’s recommendations, “Splav” has launched an investment project in cooperation with the “Dresser Industries” company (USA). “DS Controls” manufactures valves for petro-chemical industry.

The Novgorod CDC branch was created in July of 1995. Since than, it has been working on the Enterprise and Economic Development Project (EED). The activities of the Novgorod project “Partnership for freedom” was aimed at the search for small and medium sized businesses ready to receive technical and informational support for their further development and attraction of investment in case the following measures would be taken: 

· accelerated development of a competitive land market via the creation of the real estate register, introduction of a tax on real estate in Novgorod the Great and regional municipal entities, and the creation of a system of geographical information in the Novgorod oblast;   

· attraction of capitals for small businesses via the development of financial infrastructure having the resources and capacity to issue loans to and invest in small businesses; 

· improvement of the capacity of higher education institutions to educate and train students in the areas of business, finances, law, real estate operations; 

· creation of a package of documents concerning the legal regulation and study of the market of Novgorod the Great for attraction of investment, development of trade, tourism, and prospective projects;

· creation of an accessible database on the Novgorod region.

The project developed along the following avenues: 

1. Support and financing of small and medium sized businesses. 

There was conducted the micro-financing of small and medium sized businesses, primarily owned by women. More than 700 individual and group loans were granted through the cooperative “Perspektiva,” there was created about 800 new jobs.

The program of Citizens Democracy Corps (CDC), which involves professional American business experts (volunteers), delivers advice and technical assistance to Russian small and medium sized private enterprises, municipal and non-governmental organizations, administrations, and business support institutions to build local capacity. 

CDC consultants have helped Russian enterprises to resolve problems related to management, marketing, financial planning, training of personnel, etc. Since 1995, 40 CDC consultants worked on more than 100 projects (including lectures, seminars, and conferences) in the region. 

An analysis of requests for services of American business consultants from Russian enterprises revealed that almost every third request included search for a partner. In this relation, the program should be expanded and include a “Search for a business partner” project. Now, enterprises involved in the program have the possibility to find an American partner, what facilitates the implementation of such projects. 

CDC volunteers have consulted many Novgorod enterprises: “Arkon,” “Adept,” “Deka,” the Novgorod Chamber of Commerce, “Galichi” company, Novgorod taxi service, “Beresta Palace” hotel, etc. 

In 2000, the Foreign Investment Advisory Service (FIAS) experts studied the accessibility of markets for entrepreneurs (investors) on the territories of St. Petersburg, the Leningrad, Novgorod, and Sverdlovsk oblasts. The study concerned administrative barriers preventing organization of private businesses in these four regions. FIAS recommendations should facilitate the dismantling of these barriers in the oblast. The practical recommendations were elaborated by end-2000. In October of 2000, Novgorod hosted the final conference of the program “Regional initiative” – “The Novgorod experience for Russia’s regions.” 

In late 1997, the Novgorod oblast was included in the program “Transform” implemented by the German government at the expense of German federal budget. Initially, the project was aimed at privatization, restructuring, and post-privatization development of Russian enterprises. Later, the Novgorod administration suggested that this project should be reoriented towards the search for potential strategic investors in Germany, what was approved by the German embassy in Moscow and the General consulate of Germany in St. Petersburg. 

In 2000, the project “Transform” was reoriented towards the development of direct cooperation with German companies. 

In December of 1998, the region was selected for participation in the EU Tacis regional program aimed to enhance the investment attractiveness of regions. In 1999 through 2000, in the framework of this project the oblast was given recommendations concerning the improvement of its investment attractiveness, including the ways to promote the region on investment markets and optimize databases. 

In 1994 through 1998, the Novgorod oblast participated in the EU program “Ecos Ouverture.” The project “Regional development strategies in Russia” embraced four regions of four European countries:  

· region of Glasgow (Scotland),

· region Shannon / Cork (South West Ireland), 

· region Sachsen Anhalt (Germany),

· Novgorod oblast (Russia).

After three years of cooperation, the partner regions decided to implement a new joint project. In accordance with the Novgorod oblast initiative, at present there is elaborated a program for creation of an International Center for regional development in Novgorod the Great. These materials should be submitted to the European Commission. The German government supports the new project. At present the work on the setting up this new element of the market infrastructure aimed to more actively attract investment, improve structural policies, and train personnel is underway. 

The Small Enterprise Assistance Fund (SEAF) finances operations of existing prospective manufacturing and service enterprises via purchase of shares in such enterprises. 

In Staraya Russa, there was established the Center for support of women’s entrepreneurship, which provides training and consultations for women starting their own businesses. 

2. Health care reform. 

The creation of the Center for Family Medicine is underway. 

3. Land reforms. 

In the framework of this project, there was set up and developed a Geographical Information System (GIS) for the Novgorod oblast. The American partners assisted the region to implement the project “Registration, use, zoning, sale of land. Preparation for the introduction of the real estate tax.” In the framework of this project, there was created a database relating to the zoning and use of land, established title to land and real estate; there were prepared documents relating to the sales of land plots; there was published a manual for employees of local administrations covering the development of the land market. 

4. Education and human resources. 

A number of projects is related to the cooperation between the Novgorod University and US universities embracing the training of specialists in the sphere of economy, business, and law. Under the exchange and practical study program, officials of the human resource departments of the town and regional administrations visited the USA. Fifty business persons from Novgorod the Great underwent a six week practical training in American companies. 

The implementation of the program of Internet development allowed to open 5 public Internet channels in educational establishments and in the Novgorod children’s library. 

The organizations “Achievements of the young” provides training for school teachers in applied economics. The program is aimed at the introduction of business programs in secondary schools. 

In year 2000, there was discussed a project for the creation of a single information network by connecting informational resources of organizations engaged in the servicing of businesses and non-governmental organizations to the existing Internet server “Novgorod the Great for a businessman.”

5. Trade, tourism, investment. 

The American printing company “Alphagraphics” has opened its office, which renders copying, publishing, and design services in Novgorod the Great.   

The consulting company Arthur Andersen, which had cooperated with the Novgorod oblast for a long time, maintained its contacts with the region in the framework of the program “Regional initiative.” The company worked on investment projects in cooperation with the “Novgorodaudit” company and organized seminars at the law department of the Novgorod University named after Yaroslav the Wise. 

The DHL company, the world leader in the area of express delivery of documents and packages, has opened its office in Novgorod the Great. DHL services are now available to the residents of the region. 

“Finnish Holdings Oy” (a subsidiary of Owens Illinois Inc.) is implementing its project of production of glass containers in Novgorod the Great. 

The material and technical assistance permitted the Novgorod Chamber of Commerce to improve the quality of its services and intensify its exhibition activities. 

6. Civil society and non-governmental organizations. 

Since December of 1997, the Eurasia fund has extended about 40 grants to local non-governmental organizations in order to expand their services in the social sphere and to develop local communities. In Novgorod the Great and other territories, there were set up centers for support of not-for-profit organizations, which are developing at the moment. 

The office of the Regional Initiative operated in Novgorod the Great from 1997 till 2000. In October of 2000, Novgorod hosted the final conference of the program “Regional initiative” – “The Novgorod experience for Russia’s regions.” Some programs of the Regional Initiative are still underway in the region.

6.1. The outcomes of the “Partnership for freedom” project were micro-credits extended to small and medium sized businesses, primarily owned by women. More than 700 individual and group loans totaling to Rub. 8 million were granted through the cooperative “Perspektiva,” there was created about 800 new jobs; some enterprises were granted funds for the preparation of business plans, after these plans were approved by the business park and leasing company experts, loans were granted to these enterprises; 
6.2. In order to support small and medium sized businesses, representatives of the US Agency for International Development (USAID) have worked out and presented the strategy of support of small businesses, organized several seminars for local business persons, stimulated a dialog between the authorities and business circles. 

6.3. The “Transform” project resulted in the elaboration of economic standards aimed to attract investment in the region; there was worked out the concept of restructuring and subdivision of Novgorod enterprises aimed to accelerate privatization. At the moment, this program is being implemented in the region. Novgorod enterprises started to cooperate with German partners (“Planeta SID” – “Signal Konstrukt,” “GARO” – “Hoffman,” “Novgorodmebel” – “Buromoebel”). Fifteen German companies interested in cooperation and direct contacts with Russian partners in Novgorod were selected in the framework of the program. 

Seven enterprises out of the seventeen examined ones were included in the list of potential participants of the project for cooperation, subdividing, and restructuring (in Novgorod the Great, the Borovichi, Chudovo, and Pestovo districts). There was held a seminar “Management of state property (corporate governance).” It is planned to facilitate the setting up of an agency for the management of real estate and to continue consultations aimed to improve corporate governance and training of employees of the administration and managers of enterprises with state participation.     

Enterprises proposed by the regional economic committee and some others were evaluated, and there were worked out recommendations relating to their participation in the project. 

This work will be continued. It is planned to work out further recommendations concerning the subdivision of enterprises and cooperation with foreign partners. The work on the preparation of contacts has been intensified both in Germany and in Russia.  

6.4. In 1999, the Novgorod regional administration presented the following recommendations with regard to the project aimed to expand and develop the major project “Novgorod oblast administration support in the area of privatization”: 

To work out proposals (recommendations) aimed to facilitate the region’s access to the international market of tourism. The administration plans to include in the project state non-privatized tour operators and privatized small and medium sized tourist companies. 

To elaborate recommendations on privatization of the Novgorod airport and the general concept of its restructuring. 

To study and develop exhibition activities in Novgorod the Great in order to establish a private enterprise for cooperation with international professional partner organizations and investors. 

6.5. The region successfully cooperated with the USAID in the development of the real estate market. 

The Novgorod region became one of the first among the Russian regions to start the development of land and real estate market. The work on regional land and forest cadaster was technically supported by Swedish governmental organizations. 

At the moment, the region continues to work out other cadaster systems, including mineral, raw material, water resource cadasters, to establish the system of ecological monitoring. The International North West Training Center of Cadaster and Land Information Systems was established in Novgorod the Great. The Center trains experts for the work on the cadaster.

In 1996, experts of the Foreign Investment Advisory Service under the International Financial Corporation and the World Bank actively worked in the region. The outcome was the recommendations aimed to improve the environment for private businesses and attraction of a large amount of foreign direct investment for the development of the Novgorod oblast. These recommendations are used by the department for external economy of the Novgorod regional economic committee and are taken into account in the system of support and development of small and medium sized businesses, which formed in the region in the second half of the 1990s.

In cooperation with the US Agency for International Development (USAID), Novgorod the Great and Tver were the first in Russia to prepare for the experiment aimed to transform the existing taxation system, which was started in January of 2000 and now is continued by the region itself. It was aimed to change the taxation system basing on the real estate ownership. At present the region continues to develop the real estate market.  A great effort was made to inventory all real estate objects and land plots in Novgorod the Great (zoning).
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