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Construction Equipment Association

Orbital House, 85 Croydon Road, Caterham, Surrey CR3 6PD

Phone : +44 (0)1883 334499
Fax : +44 (0)1883 334490

Email : cea@admin.co.uk
www.coneq.org.uk

1. Introduction

The CEA’s Primed for Export Programme is part funded by the DTI Sector Partnership fund and is principally targeted at helping small to medium sized companies in the construction equipment sector to realise their export potential.  The steering committee of the Programme initially identified Russia as a target country due to its large market potential and therefore it was included in the CEA’s submission to the DTI for funding, together with France/Benelux and US/North America.  Other aspects of the Programme include training, seminars, one-to-one export advice, export publications, networking events……  Additional markets identified for 2003/2004 are Japan, Spain, Iran and Iraq.

As part of the Programme CEA took an information stand at the CTT exhibition in Moscow, Russia (20/25 May 2003) to promote the UK industry, represent manufacturers and to test the water of the market.  TPUK were approached for further financial assistance but unfortunately were unable to assist, however, they did arrange for our freight to be sent to the British Consulate in Moscow which saved in excess of £1,500 (freight is covered later in this report).

2. CEA information stand and UK exhibitors

The information stand was 12sqm and located on a corner right beside one of the main entrances to the marquee and opposite the organising journal’s stand.

In addition to the CEA information stand 5 British companies exhibited either in their own right or with their Russian distributors with UK representatives present;

Extec Screens & Crushers Ltd

Gomaco International Ltd

JCB Sales Ltd

KM Products Ltd

Terex Compact Equipment

The following 7 companies took advantage of the CEA’s enhanced display facilities. All companies were listed in the exhibition catalogue.

Caldervale Forge Co Ltd

GCM Construction Equipment Ltd

Henry Cooch & Son Ltd

Heskins Ltd

Load Instrumentation Ltd

Miller UK Ltd

Phoenix Engineering Co Ltd

In addition representatives from 3 companies using the enhanced display facilities were present at the show and used the information stand as a base;

BSP International Foundations Ltd

Niftylift Ltd

Trelleborg Industrial AVS

The CEA’s Sharna Gollogly and Pam Hyde manned the information stand, together with local interpreter Daria Larina, and took enquiries and trade leads from visitors - the leads obtained have been sent to enhanced display package participants.  As well as assessing the market potential in Russia, all the companies using the display facilities were looking for distributors, agents or dealers.

Most of the visitors to the stand spoke little or no English and therefore the services of an interpreter were essential.  The interpreter on stand was Daria Larina – she is a student in her 3rd year of a 5-year course at Moscow State University and works part time at the British Embassy.  As well as her English being excellent her attitude was too!  She is happy to assist companies in their translation requirements and will only charge around $10.00 per A4 sheet - this is significantly cheaper than any translation company would charge.  Contact Daria direct and mention the CEA and the CTT show.

Daria Larina

Email: Daria_Larina@mail.ru   

Mobile phone: +7 (8)903 6600 369

Home phone: +7 095 152 7055

The CEA produced a brochure detailing British exhibitors and enhanced display companies’ information including product and contact details in both English and Russian (copy attached).  Over 150 of these brochures were handed out during the show.

Each company using the enhanced display facilities was also listed in the official show catalogue with their contact and product details.  A copy of the catalogue has been sent to each participant.

The 2003 edition of Business Tracker, the CEA’s interactive CD Rom which was launched at the Intermat show the previous week, was also distributed from the stand during the show together with the Excellence from the UK printed buyers guide.

We would like to pass on our sincere thanks to Jimmy Poll, Jim Craddock and Ian Sutherland for their able assistance on the stand during the show.

3. The Exhibition

CTT is an annual exhibition and the 2003 show was its 4th edition.  It is the largest exhibition of construction machinery, vehicles, equipment and technologies and a unique demonstration show in Eastern Europe.  While most exhibitions in this field are static, CTT's main distinguishing feature is the real-life demonstrations of the equipment and machinery, which allows buyers and the press to see at first hand what today's equipment and technology can really do.  In addition seminars on specialised topics take place throughout the show.

CTT is the main construction equipment exhibition in the Russian Federation and it is attended by specialists not only from Moscow and Moscow region but from all over the Russian Federation and the Commonwealth of Independent States (CIS). 

CTT is run concurrently with ComTrans, Russia’s annual commercial vehicles exhibition, which was also in its 4th edition.

The exhibition venue was the Khodynskoe Pole, it is an old military aerodrome which is no longer in use.  There was an outside area with 96 exhibitors taking 11,465sqm of space, the inside area was a large marquee with 80 exhibitors taking 935sqm of space.  The marquee also housed the seminar area and catering facility.  There is a huge amount of building work going on in Russia, so much that the present exhibition site will be built on by 2004 and the exhibition organisers are having to look for a new venue.

For the last 3 years CTT has grown year on year and is the largest trade show in the construction equipment sector in Russia.  The organisers have established links with all the major manufacturers represented in Russia and also co-operate with the commercial sections of embassies based in Moscow.  

Exhibition sectors included in the show;

· Ground water lowering plant, contractors' pumps 
· Formwork and scaffolding 
· Lifting and conveying equipment 
· Machinery and equipment for mixing, transporting and conveying concrete, mortar and concrete 
compaction 
· Excavators, loaders, bulldozers and graders 
· Plant and machinery for tunnel and gallery construction 
· Drills, pile drivers and pulling tools, sewer construction and maintenance systems, conduit 

construction systems 
· Compressors, pneumatic and hydraulic tools 
· Machinery and equipment for concrete and asphalt road-building, waterway construction and railway 
tracklaying, road maintenance and repair 
· Construction vehicles 
· Building equipment and tools 
· Construction site installations 
· Plant and machinery for the cement, lime, gypsum, sand, clay, gravel and crushed stone industries 
· Plant and machinery for recycling building materials 
· Plant and machinery for producing cement, lime and gypsum-based building components 
· Plant, machinery and equipment for quarrying and working stone and concrete 
· Testing and measuring equipment and control system 
· Component and spare parts for construction and building material machinery and construction vehicles 
· Associations, publishers 

4. Organisers

Our contact at Mediaglobe International was Maria Kornilove, International Development Manager, who was very helpful.  In addition to her invaluable assistance regarding the stand she also arranged for our graphics to be produced in Russia, as our usual UK printers were unable to reproduce cerilic font, and proof read our translated material. 

Mediaglobe International Group

19A Khlebny per

121069 Moscow

Russian Federation

Tel: +7 095 961 2262

Fax: +7 095 203 4100

Email: inter@mediaglobe.ru

www.mediaglobe.ru
Further information about the exhibition can be found at www.ctt-expo.ru .

5. Stand Construction

All inside stands were built by the organisers as part of the stand package and were erected before exhibitors arrived.  The information stand was a corner stand of 12sqm beside one of the main entrances to the marquee.  The organisers had incorporated a meeting room on the stand which was 6sqm making the stand itself quite small - it had not been possible to have this dismantled or reduced in size, but in the event it proved very useful as a few meetings took place.  Basic furniture was included in the stand package and additional items were available at very reasonable rates (unusual for an exhibition!).

6. Freight

As mentioned earlier in this report, the Russian Desk of TPUK kindly agreed to send our freight via diplomatic bag to the British Embassy in Moscow - this saved freight charges which would have been in the region of £1,500 but meant that freight for the show had to be kept to a bare minimum (4 boxes were sent out).

The freight was due to be collected from the Embassy and taken to the showground during set-up, however, it had not arrived.  After several phone calls to the Embassy and the desk back in the UK chasing it, it transpired that it would be unlikely to arrive until the 2nd day of the show - this was not ideal but many other exhibitors appeared to be in a similar situation (including the show organisers who did not have any graphics displayed until day 2) and most visitors were happy to return later during the show.  Day 2 came and went and again we had still had no sight of the freight, but thankfully Pam Hyde was flying out that day and brought some back-up supplies.

Eventually the freight arrived on day 3 and currently TPUK’s Russia Desk are investigating why there was such a delay. 

7. Exhibitors

The total number of exhibitors at CTT 2003 was 176 - the outside area with 96 exhibitors taking 11,465sqm of space and the inside area housing 80 exhibitors taking 935sqm of space.  This represented a 47% increase in exhibitors compared to the 2002 show.

Exhibitors came from all over the world including; Germany, Italy, Netherlands, Spain, the UK and the US – 60 companies were from overseas and 116 exhibitors were domestic (including representative offices/distributors).

Major OEMs represented at the show were; Atlas Copco, Bobcat, Case Europe, Caterpillar, Daewoo, Hitachi, JCB, Liebherr, Manitou, Terex, Volvo.  Most major companies took advantage of the working demonstration area to show off their product.

Comamoter and Ucomesa (Italian trade associations) and the Italian Institute for foreign trade were also exhibiting and representatives from the VDMA (German trade association) were visiting the show with a view to exhibiting in 2004.

A list of exhibitors can be found at www.ctt-expo.ru .  Companies using the CEA’s enhanced display facilities have been sent a show catalogue which lists each exhibitor with contact details, etc.

8. Visitors

Entrance to the exhibition for visitors was free of charge but everyone had to register to gain access.  

The total number of visitors was around 12,450 – an increase of over 28% compared to the 2002 show.   The standard of visitors was quite high with a large number interested in representing companies in the Russian Federation and CIS countries.

See below graphs for a breakdown of visitors by sector, profession and region. 
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As previously mentioned most visitors spoke little or no English and therefore the services of an interpreter are essential.  It is also advisable to have information, graphics and business cards translated into Russian as this assists visitors in understanding both information and pronunciation, as well as demonstrating ones’ commitment to working with Russian companies.

As with most exhibitions any free gifts on stands were eagerly collected.  British flag badges were given to selective visitors to the information stand and were well received.

By close of the show there were very few company product brochures left on the CEA’s information stand due to high visitor interest.

9. Organisers Closing Report

Moscow, June 2nd, 2003

For six days (20–25 May) Moscow Central Aerodrome “Khodynskoye Pole” was the center of attraction for the specialists of construction machinery and equipment and building materials machinery industry from all over the Commonwealth of Independent States.  About 200 (120 at CTT’2002) exhibitors (both foreign and domestic) presented their products on the exhibition area of over 12,400 square meters (7,450 square meters at CTT’2002).  All the major market players were present, among them Volvo, Liebherr, PERI, Vermeer, Extec Screens and Crushers, Herrenknecht, Casagrande, Wirth, Tesmec, JCB, Case, Manitou as well as the leading domestic manufacturers Rzhev Mobile Crane Plant, Kudesnik, Stroydormash, Svyatovit, Promtraktor, Galich Crane Plant, Klyntsy Crane Plant, etc.

As usual CTT’2003 served a good platform for launching new products – there was practically no company (either foreign or domestic), who did not show a novelty at the show.  Bobcat, Liebherr, Potain, Volvo, JCB were showing brand new products, which have just been launched at Intermat and immediately taken to CTT.  Russian manufacturers, such as Rzhev Crane Plant, Svyatovit, Stroydormash, Promtraktor, Galich Crane Plant, Klyntsy Crane Plant, Tverskoy Excavator, etc brought machines, created especially for the CTT.   

For the first time in Russia a tower crane was exhibited at the show – the tower crane by Rzhev Mobile Crane Plant.

It was the first time at CTT’2003 that Herrenknecht AG, the world-leading manufacturer of tunneling machines, exhibited real-sized machines in Russia.   

A number of conferences were held at the show, among them “Introduction of Microtunneling in Russia”, organized by Alexander Levtchenko, 1st Deputy Chief of Department for Economic, Scientific, Technical and Industrial Policy, and Herrenknecht AG.  The conference looked at major questions of microtunneling in Russia.  

The show was attended by officials from the State Committee for Construction and Housing of the Russian Federation (Gosstroy), from the Chief State Inspection for the Supervision over Technical Condition of Self-Propelled Machinery and Other Equipment (Mosgortekhnadzor) and of Federal Mining and Industry Inspection (Gosgortekhnadzor). 

Business was brisk at the show, with a good number of orders taken, contracts signed and machinery bought. Exhibitors praised the high quality of visitors, who came from all the parts of the Commonwealth of Independent States. 

The success of CTT’2003 prompted the great majority of exhibitors, even before the end of this year’s show, to state their intention to take part again in the next event.  CTT’2004 will take place in Moscow 18-22 (25-29) May 2004.

10. British Embassy and Trade Partners UK

Valeria Bocharnikova, Commercial Officer at the British Embassy in Moscow, visited the stand on the 3rd day of the show.  Valeria was very interested to meet UK representatives and Pam Hyde escorted her around the show introducing her to those present.  The Embassy provide assistance to companies either already in or wishing to do business in Russia and Valeria is pleased to assist companies with information they require.  The Embassy can also provide (at a charge) a range of market overviews, reports and tailored market information.

The economic section of the Embassy produce a monthly economic report on Russia which can be found at www.britemb.msk.ru/commerce/index_ie.htm .  The British Embassy also produced a Sector Survey in 2001 of the construction and building materials sector – if you would like to have a copy please contact sharna@admin.co.uk  .

British Embassy, Moscow - Valeria Bocharnikova

Smolenskaya Naberezhnaya 10

Moscow 121099

Russian Federation

Phone: +7 095 956 7477

Fax: +7 095 956 7480

Email: valeria.bocharnikova@fco.gov.uk 

www.britemb.msk.ru
British Consulat General
Pl Proletarskoy Diktatury 5
Smolninskiy Raion
St Petersburg 193124
Russian Federation
Tel: +7 812 320 3200

Fax: +7 812 320 3222
Email: commercial@stpetersburg.mail.fco.gov.uk
www.britain.spb.ru
British Consulate-General

15a Gogol Street
Ekaterinburg 620075
Russian Federation

Tel: +7 3432 592 901
Fax: +7 3432 564 931

Email: brit@sky.ru
www.britain.sky.ru/
Trade Partners UK provide a useful wealth of information including links and contacts on their website www.tradepartners.gov.uk .  Annexed to this report is an informative document provided by Trade Partners UK entitled Getting Started: Exporting to Russia.  The Russia Unit produce a quarterly e-bulleting highlighting recent developments, trade information and forthcoming events, if you would like to subscribe contact exportinfo.Russia@tradepartners.gov.uk .
Russia Unit

Trade Partners UK

Kingsgate House

66-74 Victoria Street

London SW1E 6SW
Tel: +44 (0)20 7215 8445

Fax: +44 (0)20 7215 8313 
Email: exportinfo.russia@tradepartners.gov.uk
www.tradepartners.gov.uk/russia
Currently there is no Export Promoter for Russia.

11. Russian Manufacturers & Distributors/Dealers List

Annexed to this report are contact details of companies represented in Russia, Russian distributors/dealers and Russian manufacturers.

12. Useful Contacts & Information

LonMadi / KwintMadi

LonMadi, KwintMadi and LonMadi-Saint-Petersburg are JVs of Moscow Madi (Technical University) and British JVM Equipment Ltd.

Sharna Gollogy and Pam Hyde separately visited the LonMadi/KwintMadi site in Moscow and were shown around the premises.  There are 100 staff including 2 ex-pats and 50 speak English.  LonMadi/KwintMadi are known as the most reliable sellers of earthmoving, materials handling and road construction equipment and cranes.  No other dealerships are wanted or sought for in construction equipment although they are interested in mining equipment.  

LonMadi was founded in 1991 and is an official dealer of well-known world manufacturers of earthmoving and materials handling equipment; JCB (excavators and loaders), Atlas Copco (compresssors and diesel generators) and FG Wilson (diesel and gas generators).  LonMadi also offers a wide range of used equipment from British service centres.

KwintMadi specialises in selling equipment for general construction and road construction application and solely represents - Grove Crane (all terrain cranes), Ingersoll-Rand (pavers and compactors), Gencor (asphalt and concrete plants and waste plants), Gomaco (concrete placers and concrete plants), Sennebogen (crawler cranes, excavators and draglines, port cranes, material handling equipment), Thyssen Krupp (piling machines and hydraulics vibratory hammers) and Ridgit (professional tools).

In view of sufficient increase of sales and to provide better services in North-West region of Russia, LonMadi-Saint-Petersburg was opened in September 2002.  They plan to widen representation in major Russian cities, and the next centre will be opened in the South of Russia in 2004.

LonMadi and KwintMadi offer a service support system providing mandatory pre-sale service, warranty and post-warranty support and maintenance for the entire life term of the equipment.  The company has the Deutz and Perkins service centre which provides quality repair and overhaul and genuine parts from the manufacturers.  The company works on seeking the most favourable sales and loan terms for customers, and has a rich experience in leasing deals provided by leading domestic and western leasing companies. 

Offer from KwinMadi to the CEA and its members:

1. Office space.  There is spare office space with spare broadband and phone capacities.

2. Under-utilised expertise.  There are 3 staff specialising in Customs and Excise matters who could spare time to advise companies.  There are also staff specialising in tax.

3. Secondments.  They are looking to British companies for the staff secondment requirements; British staff could also exchange with staff in Russia.

4. The company is a joint venture with the Technical University of Moscow and this connection means that there are possibilities for student exchanges or for students who have graduated to come and work for British companies.

Rory Keogh and Randy Vargarson from Gomaco and Paul Ross from Caterpillar confirm the excellent services available from LonMadi (and we are sure that JCB will do also).

LonMadi / KwintMadi

PO Box 38

Zelenograd

124460 Moscow

Russian Federation

Tel: +7 095 916 6050

Fax: +7 095 916 6091

Email: markov@lonmadi.ru
www.lonmadi.ru & www.kwintmadi.com 

Baker & McKenzie

The Russian law firm Baker & McKenzie kindly provided copies of their booklet Doing Business in Russia together with a CD which has information on Azerbaijan, Georgia, Kazakhstan, Russia, Turkmenistan, Ukraine & Uzbekistan.  These have a wealth of information and have been sent to companies taking advantage of the CEA’s enhanced display facilities.  In addition Baker & McKenzie also provided some brief information regarding distributorship agreements, etc which is attached.

Baker & McKenzie

Elena Mironova or Alla Izmailova

Sadovaya Plaza - 11th floor

7 Dolgorukovskaya St.

127006 Moscow

Russian Federation

Tel: +7 095 787 2700

Fax: +7 095 787 2701

Email: Alla.Izmailova@bakernet.com
www.bakernet.com
The Russian Index

The Russian Index is a book compiled by the Russian Economic Forum and United Financial Group and contains information on the top 50 politicians and businessmen whom they have identified as being key “movers & shakers” in Russia today.  If you would like to have sight of a copy please contact Sharna or Pam at the CEA offices.

Projects for Military Complex

This is a government project, military and civil.  Pam Hyde met the general director, Alexander Thysur, who explained that they have construction and aerospace projects.  They are at all major exhibitions and are looking for UK partners.  They have been to Whitehall and met UK government officials.  

The aerospace side consists of an aviation magazine (CEA has copies) in Russian, French, Italian, Chinese and English.  In aviation the strategy was to purchase from Germany but they now owe too much and are therefore looking at British companies.

The construction side consists of a construction magazine, research centre and bank/finance centre.  They have 3 manufacturers of buckets and 4 manufacturers of hydraulic hammers in Ormst.  They have a JV with Belarus for components (Pam Hyde was introduced to the MD and has further details).  They are interested in quick couplers and piling hammers and have to buy heavy equipment.  The last government order worth RR60m was for a machine to melt snow at –30% but they are still looking for a suitable plough.

They can supply information in Russian but they report to the UN and so some information is available in English.  Current work includes a government project for the Kubon military aerodrome near Moscow and repairs to an aeroplane museum at Monino for $1.6m. 

VPK Project

Muzeinaya Street 3

141170 Moscow

Russian Federation

Tel:  +7 095 747 3990

Email: mail@vpk-project.ru
www.vpk-project.ru
FitchRatings & Research

This is one of three internationally recognised credit rating agencies, it provides web-based credit ratings, company & country research and analysis which is accessed via www.fitchratings.com .  A copy of their analysis on the Russian Federation is annexed to this report.

Eldon House

2 Eldon Street

London EC2M 7UA

Tel: +44 (0)20 7417 4212

Fax: +44 (0)20 7417 4209

Email: catriona.boyd@fitchratings.com
www.fitchratings.com , www.fitchresearch.com
Delta Leasing 

Delta Leasing is one of the largest leasing companies in the Russian Federation.  They purchase equipment from manufacturers then lease it to their clients.  The company covers the whole of Russia and the CIS.  Pam Hyde met Alexander Mikhailov at the show.

Delta Leasing

12 Malaya Sukharevskaya Sq

Moscow 127051

Russian Federation

Tel: +7 095 960 2243

Fax: +7 095 960 2240

Email: asm@deltaleasing.ru 

www.leasing.ru
Further contacts

Export Control Organisation

(part of the DTI, provides information and advice on export controls and export licence requirements, etc)

4th floor, 4 Abbey Orchard Street

London SW1P 2HT

Tel: +44 (0)20 7215 8070

Fax: +44 (0)20 7215 0558  

Email: eco.help@dti.gov.uk
www.dti.gov.uk/export.control/
Simpler Trade Procedures Board – SITPRO

(provides advice on Russian export documentary requirements)

8th floor, Oxford House

Oxford Street

London W1D 1BS

Tel: +44 (0)20 7467 7280

Fax: +44 (0)20 7467 7295

Email: info@sitpro.org.uk
www.sitpro.org.uk
Russo-British Chambers of Commerce

42 Southwark Street

London SE1 1UN

Tel: +44 (0)207 403 1706

Fax: +44(0)20 7403 1245

Email: mail@rbcc.co.uk
www.rbcc.co.uk
Embassy of the Russian Federation

5 Kensington Palace Gardens

London W8 4QS

Tel: +44 (0)20 7229 8027

Fax: +44 (0)20 7229 3215

Email: info@rusemblon.org
www.rusemblon.org
British Standards Institute

(offers advice and information on legal and technical regulations and standards)

Technical Help to Exporters

389 Chiswick High Road

London W4 4AL
Tel: +44 (0)20 8996 9000

Fax: +44 (0)20 8996 7001

Email: cservices@bsi-global.com
Rostest

(Russian testing & certification centre)

31 Nakhimovsky Prospekt

Moscow 117418

Russian Federation

Tel: +7 095 129 1911

Fax: +7 095 124 9996

Email: info@rostest.ru
www.rostest.ru
SGS UK Ltd 

(provides advice on what certification is required to export to Russia)

217-222 London Road

Camberley 

Surrey GU15 3EY

Tel: +44 (0)1276 697891

Fax: +44 (0)1276 697888

Exports Credit Guarantee Unit – ECGD

(provide guarantees against non-payment risk to UK exporters)

PO Box 2200

2 Exchange Tower

Harbour Exchange Square

London E14 9GS

Tel: +44 (0)20 7512 7000

Fax: +44 (0)20 7512 7649

Email: help@ecgd.gov.uk
www.ecgd.gov.uk
Russian Import Duties

(a European database which allow you to find out import duties, access is free)

http://mkaccdb.eu.int
Defence Export Services Organisation – DESO

(provides information concerning export of defence related equipment)

www.deso.mod.uk/
The Economist Intelligence Unit

(produces on-line information and business reports on Russia (some available through subscription)

www.eiu.com
Eventica

(organisers of a variety of conferences, seminars, and other networking events relating to Russia such as the Russian Economic Forum, which attracted in excess of 1,200 delegates)

12 Skylines

Limeharbour

London E14 9TS

Tel: +44 (0)20 7510 2560

Fax: +44 (0)20 7510 2561

Email: info@eventica.co.uk
www.eventica.co.uk/events/index.shtml
Moscow Narodny Bank Ltd

81 King William Street

London EC4N 7BG

Tel: +44 (0)20 7623 2066

Fax: +44 (0)20 7283 4840

Email: corp.finance@mosnar.com
www.mosnar.com
Vneshtorgbank - Bank of Foreign Trade

(established in 1990 & state owned)

16 Kuznetsky Most str

103031 Moscow

Russian Federation

Tel: +7 095 101 1880

Fax: +7 095 258 4781

www.vtb.ru
Alfa Bank

(founded in 1990 and privately owned)

9 Mashy Poryvaevoy Street

Moscow 107078

Russian Federation

Tel: +7 095 974 2515

Fax: +7 095 207 6136

Email: mail@alfabank.ru
Sberbank

(established in 1841)

19 Vavilova St

117997 Moscow

Russian Federation

Tel: +7 095 957 5758

Fax: +7 095 747 3758

Email: umo@sbrf.ru
www.sbrf.ru/eng
Stroika (Смроцка)

Norma Group

15 Baltiyskaya Str

POB 29

125171 Moscow

Russian Federation

Tel: +7 095 974 1055 

Email: norma@ria-norma.com
This is similar to our Yellow Pages.

Also look at www.mbtg, www.kompass.ru and www.yell.ru which are all Internet directory enquiry services.

13. Journals

CTT

Mediaglobe International Group 

19A Khlebny per

121069 Moscow

Russian Federation

Tel: +7 095 961 2262

Fax: +7 095 203 4100

Email: inter@mediaglobe.ru

www.mediaglobe.ru
Leading equipment journal published in Russian (also organisers of the exhibition).  Ad costs in the region of RR52,000 for a ½ page.

Progresstech

E-179 Mikrorion Gagarina, Build 124

105179 Moscow

Russian Federation

Tel: +7 095 937 0180 or +7 095 937 0178

Email: galinak@prosstech.ru
www.progresstech.ru
This is a company which specialises in repairing airports.  They publish a magazine which has a circulation of 1,000 and are happy to insert a translated article free of charge.

Handling Equipment (ПТО)

POB 2064

Glavpochtamt

101000 Moscow

Russian Federation

Tel: +7 095 956 8331

Fax: +7 095 787 3423

Email: maltsev@pto.ru or fvb@dataline.ru
www.pto.ru
Monthly materials handling and construction equipment journal (covering cranes, earthmoving machinery, materials handling equipment, elevators and access platforms) with a circulation of 10,000.

Russian Mining

Tel/Fax: +7 095 148 0563

Email: anistratov@russia-mining.com
www.russian-mining.com, www.gornoe-delo.ru
Mining magazine with a circulation of 3,000 published in English.  They also have another mining magazine called Гогняа with a circulation of 2,000 which is published in Russian.  Ad rates are between $300 - $1,000.

ДОРОГИ РОССИИ

Tel: +7 095 747 91 68

Fax: +7 095 747 91 28

Email: Lukash_r@mail.ru
Aerospace Herald (ВЕСТНИК)

7 Victorenko Street

Moscow 125319

Russian Federation

Tel: +7 095 157 7546

Fax: +7 095 788 0754

Email: aerospace@gosniias.ru
Dorogi (АОРОГИ)

Sophiyskaya nab 34

Korp V

1113035 Moscow

Russian Federation

Tel/Fax: +7 095 316 4869

Email: KNV@cta.ru
www.mintrans.ru
Magazine published by the Ministry of Transport of the Russian Federation with a circulation of 25,000 to Russia and the CIS.

ИНТЕГРАЛ

Tel: +7 095 283 0923

Email: integral@bst.ru
www.integral.inforos.ru
Business in Russia

7 ul.  1905 goda

123848 Moscow

Russian Federation

Tel: +7 095 250 7740

Fax: +7 095 250 7746

Email: dl@mk.ru
Independent monthly journal on the Russian economy published in English.

Russian Mirror

3 Rosary Gardens

London SW7 4NW

Tel: +44 (0)20 7370 3002

Fax: +44 (0)20 7244 7875

Email: ria@novosti.co.uk
www.rian.ru
This is a UK newspaper published fortnightly covering Russian politics, economy, arts, sport, health, social issues …..

14. Russia

The Russian Federation is a huge country and stretches across 2 continents, Europe and Asia, and 11 time zones and covers one eighth of the world’s land.  Even after the collapse of the Soviet Union, Russia remains the largest country in the world in terms of territory.

The Russian Federation consists of 89 regions, these regions are divided into 6 categories; republics, districts, territories, federal cities, autonomous regions and autonomous districts.  They are all considered to be equal members of the Russian Federation, although each region has its own founding laws, political institutions and local legislation (note: it is important that companies appraise themselves of the relevant laws, etc in the regions they intend to trade with as these obviously differ from region to region – in fact some regions have made special efforts to introduce favourable conditions for foreign companies, whilst others actively discourage investment).  

The relationship between the federal government and each region is regulated through bilateral treaties.  The Russian Federation’s legislative branch consists of a Federation Council and the State Duma, the Council consists of the head of the executive and legislative branches of each of Russia’s 89 regions and the State Duma consists of 450 representatives (½ are elected in single mandate districts and ½ are elected via a system of proportional representation).

The Russian political situation is at its most stable for years, with President Putin dominating the scene.  Since his election victory in March 2000, he has strengthened his and the federal government’s authority over the Duma, regions and business interests.  Putin had 53% of the vote when he came to power and now enjoys the approval of around 70% of Russians.  He is the firm favourite to win another 4-year term in the presidential election due in March 2004.

The population of the RF is approximately 144 million people.  Although over 80% of its population is ethnically Russian, it is a multinational state and contains numerous ethnic minority groups.

Moscow is the capital of the Russian Federation, it is also the financial, commercial and educational centre.  In 2000, the city accounted for about 6% of the population and for 21.4% of the country’s GDP.  It is one of the richest regions in the Russian Federation by any measure per capita income, lagging only the Tumen region (Russia’s major gas and oil producing province).  The local economy is akin to developed countries and has the lowest unemployment rate in the country.  Moscow has 5 airports, 6 major train stations and an extensive underground network, it has 16 radial highways and 2 ring roads (a 3rd is currently under construction) (Fitch).

St Petersburg is the 2nd largest city in Russia (by population) and is one of the largest ports in the Baltic Sea.  It enjoys steady growth contributing 3.6% to the country’s GDP and makes up 3% of Russia’s total population.  St Petersburg is well situated and facilitates foreign trade to the inland regions of Russia (almost 80% of its cargo is imports and exports being shipped to and from the neighbouring regions).  It has 3 seaports in the city, 5 major train stations, 1 airport and a city ring road linking transportation facilities is under construction (Fitch).

Russian companies tend to expand their activities from Moscow into the regions (TPUK).  Trade activity in the Moscow market has recently decreased - in the first nine months of 2002, Moscow’s retail trade turnover grew by 3.5% (down from a growth of 8% recorded the previous year), St Petersburg trade activity was up 5%.  The federal budget has allocated $34b to St Petersburg for construction purposes.  Construction was up by 67% in 2002 compared to the previous year (ITE).
15. Current Situation

Since the collapse of the Soviet Union in 1991 Russia has implemented a series of economic reforms including removing price controls, decreasing state subsidies, reducing the role of the public sector in the economy, liberalising foreign trade, easing regulations of capital transfers, encouraging foreign investment ………  In addition Russia has introduced an extensive privatisation programme.  Based on these reforms, the remnants of the Soviet economy have largely disappeared, however, it is still too early to categorise Russia as a free market economy.

In August 1998 the economy crashed after the then Prime Minister announced a 90-day moratorium on foreign debt repayments and restructuring of the government’s debt owed on treasury bills.  Russia has weathered their recent financial crisis well – the Rouble has stabilized, exports have increased dramatically and Russia is once again receiving financial credits from the IMF & World Bank.

In recent years Russia has improved relations with Western Europe and the US and continues to be an active member of the UN and has a seat on the Security Council.  Russia has also sought to strengthen the relations among the former soviet republics through the creation of the Commonwealth of Independent States (CIS).  Russia proposes to join the World Trade Organisation (WTO) – possibly in 2004/2005.
Construction is amongst those sectors showing the most dynamic growth in Russia, last year TPUK identified construction in Russia as a priority sector reflecting the high growth rate for the 3rd successive year.  GDP was up by 4.3% and industrial growth up by 3.7% and Russia was 2nd only to China in terms of economic growth in 2002 (Alfa Bank).  Growth has been across the board in the construction sector.  Having overcome the negative effect of the 1998 crisis Russia’s need for modernisation is top priority again – many projects have been restarted and new projects launched.  

Moscow, being the centre of business development in Russia, is witnessing steady growth in construction, including new retail shopping centres, hotels and infrastructure and real estate projects.  The city government plays a key role in this development.  Expatriate and domestic corporate clients are continuing to fuel growth as they establish and improve facilities and more recently, small businesses and individuals have been increasingly important for the growth of the market.

Russia’s other major cities have also witnessed a commercial construction boom in recent years.  Despite the downturn after the crisis, significant long-term demand is foreseen for infrastructure projects where architectural, construction and engineering services are required; construction projects for facilities such as warehouses, hotels and roads are priorities for local and regional governments.  Air and seaports are also recognising the need to install world-class facilities in order to compete in the international market.

Growth is geared by the following factors in Russia; growth of regional industries, infrastructure of most cities needs urgent restructuring and development, construction of industrial buildings, warehouses, business centres, hotels, exhibition centres, leisure centres, etc, restructuring of transportation systems (airports, road, railway systems).

The future prospects of Russia remain positive, economic performance is strong, with growth equivalent to 20% in real terms over the past 4 years and is expected to be sustained in excess of 4% this year.  The political stability achieved by the government has enabled significant progress to be realised in the reform programme, with recently enacted legislation encompassing land, administration, taxation, labour, corporate governance code, money laundering and pensions.   

This success has been recognised with both the EU and USA designating Russia as a market economy, whilst crucially WTO membership is now achievable. Russia is a market to big to ignore but too complex to underestimate (Moscow Narodny Bank).  There are also reforms relating to institutions, infrastructure, government sectors, legislative acts protecting and guaranteeing the rights of investors…..

Of course there are problems relating to Russia including; weak domestic banking sector, heavy dependency on oil & gas industries (which accounts for just under 50% of their exports), few SMEs, poor legal system, a great deal of bureaucracy, corruption, customs delays and lack of transparency.  Although disposable income increased by 9% and unemployment is down by 8.5%, half the population remains below the poverty line.

The Moscow Narodny Bank produces a monthly e-bulletin on manufacturing PMI (see attached).  It is researched and published by NTC Research featuring original research data from a survey of 300 Russian purchasing manufacturers.  Contact katy.ellis@mosnar.com to be added to their circulation list. 

16. Conclusions

With its large population, diverse economy and reforming industrial base, Russia is potentially one of the biggest markets in the world and offers good long-term opportunities for experienced exporters and investors.  In 2002 UK exports were almost £1 Billion, making it the UK’s 31st largest export market (Trade Partners UK).
Visitors to the CTT show agreed that the Russian market is about to take off e.g. the present exhibition site will be built on within 12 months.  The skyline is full of cranes (Pam Hyde counted nearly 60 tower cranes on a 19 km journey out of central Moscow).  By 2004, Moscow will be a building site. Alexander Markov, formerly Commercial Officer at the Moscow Embassy and now employed by Lonmadi / Kwintmadi, says most British companies come to the market too late.  JCB has been in the market for 12 years.
Russia is a huge country and few Russian agents or distributors are able or would claim to offer a countywide service.   It is very likely that the representative you find will be based in Moscow.  It is the capital and still very much the centre in terms of wealth and influence.  Most trade is done in Moscow with regional distributors coming in to buy from the major Moscow based companies.  Ask about the links that a Moscow-based representative may have with the regions and in the long-term look to appoint representatives on a regional basis (Trade Partners UK).

Well-established industry suppliers have good links with producers as well as distribution channels covering the whole of Russia.  Russian companies expect exporters to be able to give lower prices when entering the market and increase them only when better established (e.g. after 12-18 months).  Letters of credit are not common.  Many distributors get exclusive rights for selling products into Russia (British Embassy Moscow).

Russia is a challenging market for many reasons; political factors, the imposition of arbitrary rules and regulations, the absence of effective enforcement of intellectual property regulations, the time it takes to build and maintain vital long-term relationships amongst others.  Those who are well informed and well prepared will find the challenges far less daunting.  Information research and sound, knowledgeable advice are the keys to success in the Russian market (Britain & Russia magazine).
British companies interested in Russia should proceed with caution, conduct extensive research and when they are sure that the market is right for them, seek professional advice.  The challenges to doing business in Russia should not be under-estimated.  Russia is not the market for a new or novice exporter.

Although most Russia companies do communicate by email and fax, they prefer to do business face-to-face.  Regular face-to-face meetings are essential in order to build a business relationship.  Russian business culture places great emphasis on individual relationships.   

Many companies consider trade shows an opportunity to learn about new products and industry developments as well as strengthen relationships and it is common to conduct hospitable meetings at a company’s stand.  Have leaflets, business cards brochures, prices lists, etc translated into Russian.  Send invitations to target contacts before a show (ensure they are in Russian).

Russia is one of the largest and strongest performing emerging markets but much of its economic potential is unrealised.  It is a market of long-term potential and not one to be entered lightly or with short-term intentions.  Russia can seem a complex market to enter; it offers opportunities and challenges, but while the problems should not be underestimated, they are not insurmountable.  The fact that so many UK and foreign companies are attracted to Russia shows clearly that they consider the risk worth the rewards.

Remember Russia is a long-term market and set realistic goals accordingly.

The next edition of CTT will held in May 2004.

Sharna Gollogly

CEA

July 2003
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