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UNIDO Project SYUSR/A2/801

The purpose of the mission was to investigate the possibility to facilitate the ccaversion of part of
a mihary enterprise in St. Petersburg into a manufacturer of wheelchairs and associated products
for Russia and eventually for interested developing countries.

The assignment includes an assessment of existing technical facilities and existing infrastructure
and the preparation of a plan for restructuring part of the military enterprise.

This report describes the findings of the two high-level experts, the maimn activities during their
visits to St. Petersburg and recommendations to quickly proceed with the manufacture of the
wheelchairs within the programme "Conversion through enterprise development (CTED)" and to
establish a business infrastructure which reduces the inherent risk associated with creation of new
businesses in St. Petersburg.

KIROVSKY Zavod was sclected as a possible partner for the manufacturing project, as they have
the technical and mechanical skills for such a production and are willing to provide the necessary
buildings and land.

Our recommendation is to improve the standard of the wheelchairs for the Russian market and this
should be done by modifying approved lines of wheelchairs. It will be done in several phases:.

Phase One  To produce prototypes for testing
Phase Two  Completion of the production plant for wheelchairs
Phase Three Tube production and injection moulding

These businesses and additional associated businesses should be created based on the concept of
small and medium sized independent business to become part of a future industrial park.

Special attention has been taken to facilitate an integrated selling, customer application and

Contacts have been made with potential investors and manufacturing parmers.
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INTRODUCTION

It is estimated that 20 million disabled people are in need of wheelchairs, whilke less than one
percent of this demand is being met. At present, the costs of wheelchairs in developing countries
are well beyond the purchase capability of many end users.

In St. Petersburg several ex-defence institutions have adequate equipment, premises and personnel
in order to be converted into manufacturer of wheelchairs and associated equipment.

UNIDO has strong working contacts with City authorities in St. Petersburg and ex-defence
industries there and it was therefore decided to investigate the possibility to establish a center for
design and production of wheelchairs in St. Petersburg.

The Institutional Infraswucture Branch have commissioned to high-level experts to prepare a
prefeasibility study with the help of the local Agency of Research Commercialisation and Technical
Innovation Support (ARCTIS). The two experts, Mr. Tord Larsson, an international consultant m
wheelchair manufacuring and Mr. Heinz Semerad, an international consuitant in industrial
restructuring and business creation have started this assignment in March 1993 and completed the
report end of May 1993. The debriefing took place on June 3rd 1993.

The report describes the industrial capacity and human resource situation of the plant selected for
the conversion through enterprise development.

The immediate objective was to identify the premises for the creation of a center for design and
production, to prepare the ground for an independent, commercially viable and internationally
competitive enterprisc and to prepare recommendation for a speedy implementation of the
recommendation.

All objectives were reached.




A.___Recommendations
We find it practical to proceed in several phases as suggested below:

1. Manufacturing of prototypes in Russia and testing at TUV
(To be proceeded with modification of the product range.)

2.  Completon of the production plant for wheelchairs consisting of

tube work

powder painting

textile work

assembiy and packing

warchouse and distribution

set-up of marketing and sales organization

me e gp

3. Tube production and injection moulding - this can be in our own regime or with other
partners - depending on financing.

4. Development of the Industrial Park

The consultants recommend four fields of activities each with individual responsibilities but linked
together with one mission and objectives guided by contractual arrangements.

The FUND for the development of new businesses responsible for finance and budgets. The
KIROVSKY PLANT and foreign funds as investors for the INDUSTRIAL PARK. The
MANAGEMENT TEAM for the promotion of new businesses and hands on support. The
WHEELCHAIR BUSINESS as the pilot project and core business for new business

developments.

The FUND is responsible for attracting financial assistance from overseas sources particularly
from institutions which operate in the areas of health protection and the development of small and
medium sized business as a mean to improve the industrial development. The FUND sets the




objectives for the MANAGEMENT TEAM, approves the budgets and controls the performance.
The FUND has no executive function. The FUND should cooperate with UNIDC and the City

council of St. Petersburg.

The KIROVSKY Zavod is responsible for the development of the INDUSTRIAL PARK and
should aim at a return of investment for the assets put into the Joint Venture needed to convert
and erect the buildings required for the new business in KIROVSKY Zavod.

A very small MANAGEMENT TEAM consisting of experienced managers with conversion and
business creation experience and expertise in the areas of health protection. This team is to be
supported by ARCTIS.

The first business to be established in the INDUSTRIAL PARK is a number of smali businesses
related to the manufacture of wheelchairs and associated segments of the health protection market.
The WHEELCHAIR BUSINESS should serve as a pilot project for subsequent small business
developments in the framework of conversion through the development of small and mediurn sized
businesses supported by UNIDO ERACARE of Sweden has agreed to be a Joint Venture partner
in the wheelchair manufacture business.

The consultants recommend two main contractual arrangements. The first between the FUND and
the MANAGEMENT TEAM to be called the "management contract”. The second between the

FUND and the INDUSTRIAL PARK regulating the provision of space for the new businesses and
the development of the business and communication infrastructure to be calied the "property

contract .

C.  JointV Considerati

The letter of intent allows for the establishment of a Joint Venture between the KIROVSKY
Zavod and a foreign investor. Approximately US $ 4 million. will be required to fund the

wheelchair business.




CONCLUSION
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A, TheE ic Envi

The economic situation in the beginning of 1993 scemed to have much fewer negative features
compared to 1992. Although the inflation rate is still very high, the economy of St. Petersburg has
improved.

The slow-down in production has been turned around. This is because the former military-
industrial enterprises which are the majonty of St. Petersburg industries have started direct
contacts with customers and suppliers. They have also increased manufacturing of consumer
goods. However we should admat that this increase is merely a successful attempt that does not let
those enterprises die. This artempt neither fills the market with consumer goods nor does it lead
enterprises to a prosperous future all this has been achieved at the same time as the investment
activity rate is siill low.

The privatization process is still slower than in Moscow. Property ownership for foreign
individuals and legal entities are more or less settled. This leads to the dramatic increase of the
real-cstate operations and to the general increase of the foreign activities in St. Petersburg.
According to the real-estate experts it still is virgin-land for investors.

The private sector of the local economy is growing steadily. New manufacturing privately owned
companies arc appearing in the market providing a good competition for the state owned
companies.

There are two major transportation infrastructure projects which would make St. Petersburg one
of the imponant transport links in Russia. These are the construction of the High Speed St
Petersburg-Moscow Railway and the three new port complexes within the St. Petersburg areas.
These projects naturally attracts Western investors and potential customers.

The Western business community of St. Petersburg is growing. So are trading companies and
manufacturers like OTIS. Within the past six months the business conununity has doubled.

St. Petersburg is being considered as the future financial center of Russia. The local administration
make its bests to artract major Western banks to St. Petersburg (Credit Lyonnais, Dresdner Bank,
Deutsche Bank, Chase Manhattan Bank).




One of the fastest growing businesses is telecommunication. As the telecommunication improves
the city will become a real business community it

Currently St. Petersburg is the third most attractive city for foreign investors after Moscow and

B.  Industrial Capaci

KIROVSKY Zavod has been selected as a possible parmer for the manufacturing project in the
St. Petersburg area.

The company has the technical and mechanical skills required for such a production, however
production of welded steel tbes and injection moulding of plastic parts and the production of
necessary fabric parts are not part of the current production range.

KIROVSKY Zavod has expressed interest in the project and also accepted the plan which was
joindy developed and summarized in the "LETTER OF INTENT™ which became the result of our
first discussions. (Annex 2)

As expressed under "Recommendation”, we suggested that the action plan will include several
phases, where as the first is the production and assembly of wheelchairs (and associated products)
based on the purchase of tubes and plastic parts from other sources. Production of welded tubes
and production of plastic parts will come in the following phases.

C. Review of Indi Desi

Currently we know of only two manufactures of wheelchairs in Russia and & third will start up
later this year:

ASSOCIATION INTECHNICA ST. PETERSBURG
is a private company in St. Petersburg, making a heavy type of wheelchair as the major
product but who has also developed a couple of altematives which is being sold locally. The
annual production is limited to some hundred wheelchairs.

ATO STAWROWO, STAWROWO, WLADIMIRSKAJA
The company has purchased know how from MEYRA, Germany, who is one of the major
manufacturers in the world. The three models they have to offer are the heavy type which
does not have any greater acceptance in the West and also not likely in Russia.
This company has a capacity of at least 50.000 wheelchairs per year.




DAB INTERNATIONAL (Bolsjovik), ST. PETERSBURG
This company has started a Joint Venture with an American company, Everst & Jennings,
which is one major producer of wheelchairs in USA. Machinery is being instalied at this time
and they expect to be in production sometime later this year.
This plant will have a capacity of at least 50.000 wheelchairs of which half will be exported
to USA.

Production will start with one of the models and new models will be added later on.
We do not know what model they will start making.

Summary

The models we have seen on the Russian market are not attractive, they are very heavy and bulky.
There is no reason why the Russian and third world customer should not have a light, convenient

and well performing wheelchair.
Product range:

Enclosed is a suggested product line for the Russian market.

These products are all approved of by the Swedish Institute for testing of handicap equipment,
however, we would like to somewhat modify them to make them more suitable for the new
markets.

D, "KIROVSKY Zaved" , the plant. 47, Stachek pr.. St.Petershurg 198097

The KIROVSKY Zavod is one of the oldest industrial enterprises of Russia, it was established
carly 1800 and has been the leader in military production during the years. It is today a big
engineering and metallurgical complex making products for various branches of the national
economy such as tractors, high power turbines. Before conversion took place they manufactured
armoured tanks and was one of the biggest military plants in the country. The plant can also
produce rolled ferrous metals and hot die forgings. The KIROVSKY Zavod offers lube oil pumps
for sea-going and river ships.

Since 1966 they concentrated on manufacturing tractors, in 1984 they have manufactured 20 000
tractors for agricultural use and 5000 tractors for industrial use. At its peak it had some 60 000
people working at the company but today the number of employed is reduced to 24 000. A third
of the total staff of 24000 employees consist of engineers.
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Privatisation has started together with conversion. Since 1992 the KIROVSKY Zavod is a joint
stock company of the open type; 36.6% belong to the state and 63.4% to the collective, the
employees. By the end of 1993 the employees will have bought 100% of the shares.

There are two sites; 186 ha in St. Petersburg and 1200 ha 20 km outside of St. Petersburg. The
plant in St. Petersburg has direct access to the rail system, it has it own port facilities. It is close to
METRO and is located in a residential area with good access to labour. Due to the location
"clean” industry is required.

The general standard of the plant is not up to common western standard, as no attention has been
paid to the exterior of the plants, the buildings are in typical, heavy style which is common in the
cast. There is a great waste of energy, high buildings and limited insulation. Transportation within
the plant is of course possible, however roads within the plants are not satisfactory.

They have designed a small tractor for the agricultural market and are actively seeking Joint
Venture partmers in the west. Initial discussions have taken place with Westinghouse USA and
German companies. They have signed a contract for gas suction stations and are preparing for
power stations based on gas fuels for small towns along gas lines.

The board of directors consist of four persons representing the employees, the city authorities and
the KIROVSKY Zavod council and the management The managing director has two votes. The
managing directors manages the executive board which in turn manages up to 33 departments or
business units. The executive board is consulted by McKinsey and various training seminars are
now being held.

E.__ Role of ARCTIS

ARCTIS Lud,. specialising in the consulting support for foreign companies which have a desire to
start business in the conversion sector of the military-industrial complex in St. Petersburg,
according to the UNIDO Contract # 93/055 has performed the following work:

In cooperation with the local authorities ARCTIS has identified an enterprise of the military-
industrial complex - The KIROVSKY Zavod, which, corsidering its capacities, is qualified for the
wheelchair manufacturing.

With the assistance of experts of BGG Lid. (St. Petersburg) advice on law and financial issues
associated with establishing and functioning of a Joint Venture in St. Petersburg has been worked
out. The information gathered this way would be useful for further work with potential Western

investors of this project.
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It is recommended to create 2 UNIDO Trust Fund with the objective to support new businesses
within the concept and to transfer this experience to other conversion enteyprises of the mlitary-
industrial complex of St. Petersburg.

ARCTIS arranged two qualified experts: Mr. B. Lourier and Mr. V. Berezovski, who have
previous experience in seing up manufacturing units and great knowledge of
KIROVSKY Zavod 's potential.

ARCTIS and the top managers of KIROVSKY Zavod have sclected a management team for the
wheelchair enterprise, €.g. Mr. V. Kretov has great management experience in consumer goods
marufacturing and commercial activity in Russia. For another position Mr. V. Berezovski is being
considered. Currently he works for the Transmashproect Institute as a Department Manager. He
has a very good knowledge of English.
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II.  BUSINESS INFRASTRUCTURE

ARCTIS has identified KIROVSKY Zavod as a potential candidate for manufacmre of
wheelchz .~ and associated products. The task of the UNIDO experts was to ensure that all parties
concerned agree on the objective of the advisory assistance in order to allow them to participate in
the major activities of the mission.

For this purpose the consultants drew up a document which was distributed to all parties
concermned and which in particular has helped KIROVSKY Zavod to understand their potential

contribution to this project.

The consultant had free access to all buildings and departments of the plant and it became apparent
that the buildings proposed would not satisfy the requirements for manufacture of wheelchairs It
became necessary to develop a new strategy for the creation of the space for the manufacture of

wheelchairs.

In order to meet the success criteria not only space for the wheelchair manufacture but also for
service businesses had to be considered. The idea for a total concept of creating new space for a
variety of new businesses and the provision of management support for all new businesses in the
environment of KIROVSKY Zavod was developed.

After consultation with the City authorities it was agreed to develop an organisational form which
would ensure the corporation of the most important decision makers in the region and which
would minimize the amount of risk factors associated with creation of new businesses.

This organisation form was accepted by KIROVSKY Zavod and a Letter of Intent was signed.
(Annex 2)

Mr. Semenko suggested a particular site which was accepted by the consultants as it meets all the
requirements of an Industrial park namely accessible directly from the street visible from the street.
It will have its own infrastructure and communication center, floor space about 10 000 m2 and
expandable and allows for a combination of office, storage, production and display area.
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Wheelchairs and other types of aids for disabled people are normally based on tubes of - steel,
aluminium or titanium, that are bent, cut to size and welded or in other ways assembied intwo a
product. These parts will make the frame of the wheelchair, walking aid, etc.

The parts are normally powder painted or chrome plated.

Additionally major parts of the wheelchair are the wheels, the big wheels, normally the rear wheels
and the smaller front wheels. The big wheels can be made like a bicycle wheel out of steel or of 2
plastic. The tyre can be a pneumatic type (most common) or a solid made of rubber, PU or EVA.
The choice of wheel is dependant on what is made locally, however, there are certain advantages
with a plastic wheel, particularly when used on rough and uneven surfaces. A plastic wheel can
take the abuse better, it flexes rather than require the strength in the spoke construction. A spoked
(laced) wheel is difficult to adjust when it is out of line.

The smaller front wheel is most often of a plastic wheel with a PU, rubber, EVA or other type of
softer surface.

Also other parts of a wheelchair made out of plastic, such as foot rests, armrests etc.

Finally, additional parts are made out of fabric such as backrests and seats and this requires a
textile department.

The basic production would -

tube work and welding
powder painting

plastic production

textile department

assembly packing
warehousing and distribution

Tubes can be purchased or made, initially they will be purchased, plastic parts can be made or
purchased, initially they will be purchased. Other parts of the production will be made in house in
the first phase.




IGROVSKYZavodhasexpmssedmcdshtwmkewayminthouseandwcfedmisisme
right approach, however, in order to be able to get into production quickly, it might be wise to
smtupwiththcpurchasingofplasticandmelmm

Fouowingisamughcsﬁmmofspaccreqmtfmdzdiﬁaemqmofpmducdon:

tube production 1000m2
tube work and welding 600m2
powder painting 500m2
plastic production (inj. moulding) ~ 600m2
textile department 100m2
assembly packing 500m2
warehousing and distribution 2000m2

Total: 6300m2

In addition office space will be required (max. 200m2).
Machinery:

Most of the equipment required for the production of wheelchairs are available in Russia.
Whatever can be purchased in Russia should be purchased in Russia.

For tube manufacturing, injection moulding and powder painting, pants of the equipment would
have to be imported to Russia.
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\ _ Localt T onal marketi

The consultants recommend a phased and integrated approach in order to minimize the risks for
the potential investor. Once the go ahead is given and initial funds for invesmments have been
secured a period of six months has been planned before the first wheelchairs can be assembiled and
sold in the region of St. Petersburg. This period will be used to assemble the first prototypes and

commence with the approval procedures.

The business pian allows for a slow build up before the monthly production output of wheelchairs
can be reached. Initial rough estimates indicaie that the production cost per wheelchair (at high
volume production) can be limited to 25-35 US $. The net selling price should not exceed
100US $.

The selling price must allow for discounts, transport insurance and royalties. It is suggested to
adopt the principle of assembly, distribution and service centers not only in Russia but in the
export markets.

The wheelchair market is extremely customer orientated and well educated professionals are
sclecting the various aids for handicapped people as each disability is very different The
wheelchair are relatively simple to make and the know how is in how to use the wheelchair and
select the right application.

Very quickly attention must be directed towards the export market. It is estimated that 20 million
disabled people in developing countries are in need of wheelchairs, while less than one percent of
this demand is being met. Many countries have local production, but the wheelchairs are often
rustic, heavy models using outmoded designs. It is estimated that tutal third world wheelchair
production is less than 50 000 units per year.

The Joint Venture to be formed for the manufa wring of wheelchairs should therefore target itself
to provide technical assistance to local distribution, promotion and servicing centers in the third
world.
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B.____Human resources

The business plan should allow for a team of about 12 indirect personnel including 8 field salesman
and 1 plant supervisor. For the production of 5000 wheclchairs a month 70 - 100 skilled workers

would be required.

The technical director should have been closely related to KIROVSKY Zavod, the marketing
director should be selected from the outside.

It is understood that maining assistance will be provided by respective Swedish organisations and
this training can commence without delay.

For all key personal such as production manager, marketing manager etc. a basic understanding of
the English language is a requirement. If the choice is between two people with about equal
qualifications, English knowledge shall have the greatest importance. It is not feasible to work
with interpreter at all time - it will slow down the communication and be a hinder for the transfer
of know how.

The Production Manager shall be:

English speaking

a good leader (a team player)
understand the manufacturing process
understand (or be taught) the product concept
willing to work in a "flat” organization

be quality orientated

etc.

The Marketing Manager:

English speaking

a good leader (a team player)
understand the need of the end user
be market orientated

understand economical marketing
be service orientated

e1c.
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C.  Marketi | Sales Organizati

The marketing and sales of the production will have a domestic and an export side.

Exporting will require a capacity like Mr. Derek Lancaster-Gaye, who has made the marketing
survey which is referred to in the project description. We are assuming that his and our efforts will
be voordinated and we have in this paper dealt mostly with the domestic Russian market.

What we are about to market is a product line that requires application know how to prescribe.
Different types of clients in different eavironments require different types of wheelchairs.

We will need to educate the sales people in the proper sclection of aid. We are envisioning that we
will be need a number of distribution centers, perhaps three to start with. One in Moscow, one in
St. Petersburg and in another major city in Russia.

Each distribution center shall have personal for inside sale as well as outside sale and service and
Primarily the sales people shall have good knowledge of the products and the need of
paticats/clients with different disabilities.

As product information 1s not available in Russia, such materials would have to be assembled and
translated into Russian.

The education of the sales people will have to take place in Sweden.

A derailed marketing and education program will have to be worked out.
Ihe role of ERACARE

ERACARE is willing to become a partner in the Russian project and to participate with design,
know how and money.

It will also take the overall responsibilities for the project and assist in finding and educating a
Russian who eventually should take over this responsibility.

For key positions and whenever outside assistance is needed, a Russian shall be assisting and
learning in order to take over ASAP.
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D, Terms of reference for the feasiility stud

In order to reduce the risk a detailed feasibility study should be commissioned. This should include
the following topics:

Deailed production cost analysis

Impont duty for materials not »vailable n Russia

Export tax regulations

Marketing analysis including: training |
establishing of price level
buying patterns

Required investment such as building and communication

Joint Venture contractual agreements and considerations

ﬂcpmposcofmisexetciscistoesmblishaneoormicallysoundbaseforaproﬁtablcindusuial
park.
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CONVERSION THROUGH ENTERPRISE DEVELOPMENT

Pilot Model: Manufacture of wheelchairs

CONVERSION
FOUNDATION
St. PETERSBURG

National and
intmational sponsors

KIROVSKY ZAVOD
and
INVETORS

Property development

PROJECT
CONVERSION
TEAM

ENTERPRISE

incl. business infrastructure

NEW BUSINESSES
Core business:
Wheeichairs
and other various
Joint Ventures




LETTER OF INTENT

As a result of interesting and creative discussions and specially considering the technical and humsn resources
of the Joint Stock Company "KIROVSKY ZAVOD®, the plant management and the appointed UNIDO
coasultants have reached the following coaclusions and understanding:

1. The "KIROVSKY ZAVOD" has agreed to the mission ser up by the UNIDO as per enclosed brief
Interpretation, eanclosure 1.1.

2. Based on the principle to develop small and medium sized eaterprises the consultant consider it feasible
to find spousors for finaacing the project team and to identify jomt venture partners fo: the different
business opportunities arising from the WHEELCHAIR PROJECT, the pilot project.

3. The partners of the joint venture will provide the necessary technical information and documentation
for the manufacturing and marketing of wheelchairs in Russia and for the export market.

4. The "KIROVSKY ZAVOD" will - in coordination with the joint venture partoers - provide the building
and necessary service and required infrastructure acceptable to the overall framework as per enclosure
1.2.

5. The "KIROVSKY ZAVOD" shall provided ali the information necessary for establishment of joint
ventures.

St Petersburg, March 26, 1993

Representatives of

Joint Stock Company
*KIROVSKY ZAVOD" Appointed UNIDO consultants:
Semernd

Tord Larsson
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il PUuiv v
O HAMEPEeHM X LeXR, KOHC.JbTATUBHOK rp;mmoi :Akijv
K AU, ".uporCKHi 3arON” O CCBMECTHO# pacoTe Mo
OpraHH32UMK TPOXIEOACTRAE MHPANMEHNX KON~ COK.

E pes,.ab7TaTe MHTEPECHHX R TEOD:ECIMx OOCyKIEHMi M BCECTOPOH-
HSr0 M3y:'eHMs TerHONOrMueCkMr BuIMOXHOCTell MPOM3BOACTB2 K JNOA-
CKHMA pec:pcor A.i, " MPOBCKMV. 3aEOfL", P:KOBOLCTBO 3aBOKA M iOH-
C/AbTaHTP AU NDHMAR K CARM;NMMM BWBONAM M SaKNN-:EHH/ M:

I. ".uMpoBckmi 3aBoA" BHP2XsET CBOE COIJIaCHE Ha OPraHM3ANMD
[IPOM3BOACTBA MHBAJIMIHNA KOJZCCK COOTEETCTBUM C KOHLEeMmMew
akcrneprop AU, KkpaTko W3NOXEHHON B mpuroxenun 1.

:.o UIOMPA; Cb H2 NMPMHUMON PA3BUTH: MAJINA U CPERHMX IIpenfipHs.—
THR KOHC,ABTSHTY HOAAr2NT FU3MONHWM HAWTH CINOHCODOB AMS THH2H-
COROi NOZAEeP=KK UCNOJHATesel: NpoekTa M NogoGpaTh MAapTHEPOB D&
COPMECTHMX NDPeNfipn-THI AN< PasANTHNX BHROB SHU3HECa BO3HMKAKCIErO
B CB=3X ¢ mporpammoii mpoektom) HHBAMAHLE lfiC\H rax ocHoesoro
A Bem,mero apoekTa.

<. ilaprHepw, BAOL~WME B COBMECTHME NP NpHsTUs obecrevar
HEOOXOLMM, 0 TEXHHK: €CK /0 ROK,MEeHTauuD ¥ nHhopsaimo nis MpoM3BOn-
CTE2 M COWTa MHB2AMmEWY Koarscok B Poceuu u 3a pyGemom.

4. HPOBCKKi: 3arop o0ecnevy¥T MO COrTACOBaHWUD C MapTHepavH-~
KHBECTCpavH MPOM3ROJACTREHHwe MJAOmANM, OGCH;XKBSHME \CEPBHC), a
TaK®e HeOOXOMMM 0 HHTPACTP,KT/P/ BN OProaHM3auuH COBMECTHOro nr- -
KX3ROICTRA RO BCes acllekTax MpoeKTs.

O. ".uporckmii 3aBox" obGecneruT BCD KHPOpDMAUMKD,TPeCyeM ;0 mis
CO3MIaHK; COBMECTHOT'O NpemNpu< THS.

LaHKT-ilerepCypr ~0 mapra I39cr.

AU, ":porckuit 3ason” AOHC,; NbTaHTs WAIYIO
AajgHy Cemepam \A.

/ sopm aaccor\| MM
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U N I D O

UNITED NATIONS INDUSTRIAL
DEVELOPMENT ORGANXZATION

JOB DESCRIPTION

ST/ URS/92/7801/112~-S2/-T1231201

Post titie

buration
Date regquired

Duty station
Purpose of project

Duties

CONSULTANT IN INDUSTRIAL RESTRUCTURING AND
BUSINESS CREATION

1.5 months

As soon as possible, but in coordination with
consultant 11-51

St. Petersburg, Russia

Production Pacility for Manufacturing of
Wheelchairs is to be establicshed in
S.Petersburg on the besis of a defence
industrial enterprise by means of the spin-off
restructuring activities. 7This new company
should become a suoplier of low-price, high-
quality wheslchairs for disabled persons in
Russia and in those developing countries with
an urgent need in their supply (Afghanigtan,
Angola, Xampuchea, Iran etc.). The current
(pra-feasibility) phaso of the project aims at
identifying the infrastructure, technologicsal,
managerial and human retoumes requireda for
the conversion of the ex-military enterprise
and in preparation of draft teras of referanoe
for the feasibility study for future
restructuring and investmeants.

The expsert will work in ocloss co-operation
with the nztional implementing agency ARCTIS,
congultant 11-51 and authorities of the
industrial enterprise to be rastruoctured.

He will be expected :

1. To determine ths infrastructure of the
entarprise to be oconverted into o
manufacturing facility for wvheelchairs.

2. To elahcrate, jointly with the consultant
11~-51, the 1ist of technological,
inrrastructural, managerial and persomnel
requirements to be met in order to establish a

[




Qualification

Language

Background
information
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wheelchair manufacturing facility.

3. To prepare, with consultant 11-51, the
basiocs of the business plan of industrial
restructuring and husan resource development,
the draft investment scheme and the termg of
reference for the feasibility study.

4. To assist ARCTIS in setting up basic
requirements for qualifications of the two
person Core Managerial Team and in selection
of the appropriate specialists for these two
positions. .

5. To consult on the basic managerial steps in
setting up an international company capable to
manufacture wheelchairs of required Quality,
to get these steps approved by the Plant and
City authorities.

6. To advise the national counterparts on the
further strategy of their activities leading
to the second (pre-investment) phase of the

project.

6. To prepare, jointly with consultant 11-51,
a detalled technical report, setting out the
recommendations anQ proposals in the form
ocompatible with the terms of rofarcnoe for the
pre-investnent, or feasiblility study phase of
project. To convey this report to UNIDO after
discussing it preliminarily with Rational
Ixplementing Agency, City and Plant
authorities.

At least ten years of practical experience as
leading consultant in industrial
restructuring/job creation/ formation of

companies.

English, working experience in ERussian is an
aaget.

At presant, the costs of wheelchairs for
disabled persont in developing countries are well
beyond the purchase ability of many recipients.
About 95% of these essential iteme are currently
imported from Western countries. It is also normunl
that wheelchalirs, meeting Westexrn standards ani
requirements, are distributed through a network of
importers and retail outlets. In many cases such
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whaeelchairs are:
-unsuitable to local conditions (roads, pavemants, level of
service),
-approximately twice as expensive than the same equipwment in the
mt'

Bearing in mind the limited operational 1life of a wheelchair
{(about 5 years) the need of spare parts and repair (R & H) becomes
critical. Analysis in developing countries shows that spare parts
are mostly in short supply., or not available.

The following are estimated figures of wheelchair requirements
in selected African and other countries, according to the
report of the UN consultant Derek Lancaster-Gaye:

Ug‘nda.........-.-...72,000
KONY&eoooosenn.. eeee.77,000
Z’.mb'an.........-.-32,000
2aire.....cc0000eann 115,000
Tan!nnia..-..-...--. 85'000
Irm'....‘Q..l.‘....275'o°°

Pakistan........... .450,000
Afghanistan...........5%6,000
Bangladesh....... .o 448,000

Mxoy...-.....--..-m
International total:1,845,000

This enormous need supplementing unpublished market figures of
the former Soviet Union (estimated figures are between 300,000 and
500,000), form a huge market potential which can be, at least
partially, covered by the CTED Programms.

As preliminary negotiations have shown, Western manufacturers
are ready to participate in the teckbnology transfer process and in
training of management and technicians. Recent contacts with some
specialized companies contirmed this interest.

The Progrexmme for the Promotion of the UN Decade of Disabled
Persons supports this initiative to be executed by UNIDO (see Annex
2- copy of the Memo of Mr. Hans Hoegh, Special Representative of
the Secretary General for the Promotion of the UN Decade of
Disabled Persons, dated 19 May 1992).

The Project activities should be consjdered within the context
of the URIDO Programme in St. Petersburg “Conversion through
Enterprise Development:®.
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The Programme *Convoersion through
enterprise development (CTED) *
was initiated by UNIDO in St. Petersburg in 1991 upon request
of the City Mayor, Mr. A.Sobtchak. It aims to create optimal
conditions for potential business partners from West and
East involved in the conversion of local military industries.
It is proposad that the process of conversion should result in
ostablishing, a set of comwercially viable, internatiozally
competitive spin-off companies of different types (technology
business incubators, commercial technology transfer and
consulting agencies, joint ventures, international R+ D firms
otc., in ex-defense industrial complexes).

The intention of the Programme is to minimize the amount of
risX factorp associated with creation of new businesses in industry
and in the R&D sector, and to ensure a proper protection of
invesiments by all warties involved in the establishing of new
ventures.

In oxder to choose, which industrial enterprises should
be incorporated in this Programme, the following criteria have
beun identiffed for application:

- relevance of domestic and lntermational marckeis:

-~ inaustrial , technological and R&D porentials existing in
St.Petersburg with the capabjlity and readiness to produce new
civilian preoducts in a competitive market environment:

- existing infrastructure and technical skills to support a
conversion programme at the international level.

The folloving mailn areas were identified for the pilot
programme activities:

-new materials and technologies for their production;
-communication technique and equipment:
~instrumentation and equipwent for industrial safety,
onvironmontal monitoring, for the hJopglth protoction and
medicine;

~laser devices for different applications.

The conversion or total restructuring of the military
industrial and R$D sectors, including re-training of personnel, is
a long-tcrm and expensive exercise and reqguires international
expertise and foreign investment for its successful completion. It
can be cost-effective and profitable but omly if the conversion
strategy includes a thorough market analysis, detailed plan of
action and programme of business investmsents.
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The CTED Programme can be an intercsting framework for foreign
investors for two reasons:

(i) by providing to the foreian investor a partnership
opportunity in St.Petersburg based on an already existing
industrial and RéD activities and corresponding infrastructure
{ personnel, equipment, materials, technologies) and a detailed
fonsibility study.

(ii) by providing to the foreign investor the already
established counterpart agency ARCTIS (Agency for Research
commercialization and Technical Innovation Support) the
Programme will help to carry out the entire process by
assistance in execution the feasibility study, in finding the
business partners, in establishing the company etc.

For this project, ARCTIS identified an ex-military enterprise
which is a large machinery plant ready for conversion. The City
authorities and chief executlves of ths Plant are ready to provide
about 5,000 square meters of space contingent upon the appropriate
investments. This space will be enough to make it possible to
establish a_separate anterprise capable to manufacture about 50,000
wheslchairs annually- for Russia and developing countries indicated
as below (see page 4). If this project will be successful, the
plant ig ready to provide an additional facility of about 17,000
large thus enabling to reach a production target of 200,000
wheelchairs annually. Raw materials and s are available from
domestic suppliers. Also, Russian speclalists elaborated their own
design of & wheelchair which, if it is find appropriate by
international experts, can be laid into the basis of manuracturing
process. Therefcxe, more detalled assessment of the situation is
urgently needed, which can be provided only as a result of work of
tvo experisnced consultants.
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U N I D O

UNITED NATIONS INDUSTRIAL
DEVELOPMENT ORGANIZATION
JOB DESCRIPTION

SI/JUSR/92/801L/11~52 /J12101L

Post title

Duration

Date reguired
Duty station
Purpose of project

mties

CONSULTANT IN DESIGN AND MANUPACTURING OF
WHEELCHAIRS

1.2 months

As soon as possible, but in coordination with
consultant 11-52

St. Petersburg, Russia

Production Facility for Manufacturing of
#heelchairs is to be established in
S.Petersburg on the basis of a defence
industrial enterprise by mecans of the spin-off
restructuring activities. This new company
should become a supplier of low-price, high-
quality wheelchairs for disabled persons in
Russia and in those developing countries with
an urgent need in their supply (Afghanistan,
Angola, Kempuchea, Iran eto.). The ocurrent
(pre—feasibility) phase of the project aims at
identifying the infrastxructure, technological,
managerial and bhuman resources regquired for
the conversion of the ex-military enterprise
and in preparation of draft terms of reference
for the feasibility study for [future
restructuring and investmeats.

The expert will work in close co-operation
with the national implementing agenoy ARCTIS,
consultant 11-52 and authorities of the ex~
military Plant to be reatructured.

He will be expected to:

1. To assess the industrial capacitios of the
enterprise to be restructured into the company
manufacturing the wheelchairs.

2. To review the indigencus design and several
foreign designs of wheelchairs from the
viewpoint of their applicability to the
project objective and advise on the optimal
design achievable within the timo and fundsg to
be requested for main phase of the project.
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3. To preparc the get of requi:ements for the
industrial restructuring and upgrading of the
entorprise (equipment, personnel, engineering
installations, technologies, etc) and for
technology transfer policies thereof, in order
to establish, on the basis of ex-amilitary
enterprise a company as a relevant
international producer of whealchairs.

4. To elaborate basic technical data for the
restructuring prucess and to assist consultant
11-52 in elaboration of the draft terms of
reference for feasibility study.

S. To advise upon the foreign company(ies)
interested in cooperation in establishing the
wheelchair manufacturing facilities in s.
Petersburg, and to assist in establishing
wgrkinq contacts and prelizinary negotiations
with thom.

6. To assist prolect in identification or
potential partner company and investor(e)
interested in the participation in further
phases of the project.

7. To assist ARCTIS in organizing a study tour
of the HNational Tesam to potential partner

company.

8. To prepare, jointly with consultent 11-52,
a detailed technical report ixmediately after
his :Lssion, setting out his recommendations

oposals in the form required for
drar terms of reference for foasibility
stuady. 'ro daiscuss this report preliminary with
UNIDO and National Implementing Agency.

Oualirication At least ten years in management/engineering
within the company -mutacturlng wheslchairs
for disabled persons.

Lanpquage Bnglish, but certain experience in Russian is
an asset

Baockground

intormation At present, the costs of wheelchairs for

disabled persons in developing countries are
well beyond the purchase ability of =any
recipients. Abont 95% of these esscntial
items are currently imported from Western
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countries. It is nlso normal that wheelchairs, -
neeting Western clandards and requircments,
are distributed through a network of importers
and retaill outlets. In @many cases such
wheelchairs are:
-unsuituble to local conditions (roads, pavements, level of
gservica), _
-approximately twice as exponcive than the same equipment in the
Wo‘t'

Bearing in wind the limited operational life of e wheelchair
{about 5 years) the need of spare parts and repair (R & M) becomes
critical. Analiysis in developing countries shows that spare parts
are mostly in short supply, or not available.

The following are estimated figures of wheclchair requirements
in selected African and other ocovuntries, acocording to the
report of the UN consultanst Dexrek Lancaster-Gayo:

z‘i""......-...l"lls'nw
Tanzanim....... seass 85,000
Irmno-a.ouoc"'0000275‘m
Pekistan............450,000
qum..-..-....-56,000
Bangladesh........ .. 448,000

mkqi S s vessseonas L ] ozm
International total:1,84%,000

This cnormous need supplementing unpublished sarket figures of
the former Soviet Union (estimated figures are bhetween 300,000 and
500,000), form a huge market potemtial which can be, at least

partially, covered by the CTED Programme.

As preliminary negotiations have shown, Western manufacturers
are ready to participate in the technology transfer process and in
training of management and technicians. Recent contacts with some
specialized compenies confirmed this interest. -

The Progromme for the Promotion of the UN Decade of Disabled
Persons supports this initiative to bs executed by UNIDO (see Annex
2- copy of the Memo of Mr. lans Hoegh, Spacial Representative of
the Secretary General for the Promotion of the UN Dacade of
Disabled Porsons, dated 19 May 1992).

The Project activities should be considered within the context
of the UNIDO Programme in St., Petersburg "Conversion through
Entarprise Development™.
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The [Programmc T*TConversion thrxrough .

enterprise dQevelopment (CTED) *
was initiatoed by UNIDO in St. Petersburg in 1991 upon request
of the City Mayor, Mr. A.Sobtchuk. It aims to create optimal
conditions for potential business partners from West and
Bast invaolved in the conversion of loocal military industrics.
It is proposed that the process of conversion should regult in
establishing, a set of commercially viable, internationally
compatitive spin-off companies of ferent typas (technology
business Jincubators, commercial techmology transfer and
consulting agencies, joint ventures, international R + D firms
etc., in ex-defense industrial complexes).

The intention of the Programme is to minimize the amount of
risk factors associated with creation of new businesses in industry
and in the R&D sector, and to ensurs a proper protection of
investments by all parties involved in the establishing of new
ventures.

In order to choose, which industrial enterprises should
be incorporated in this Prograxme, the following criteria have
been identified for appiication:

- relevance of domestic and international markets:

- {ndustrial , technological and R&D potentials existing in
St.Petersburg with the capabjility and readiness to produoe new
oivilien products in a competitive market enviromment:

~ existing infrastructure and technical skills to support a
conversion programme st the international level.

The following main areas were Jidentified for the pillot
programme aotivities:

-new materials and technologies for their production;
—communication technique and eguipments

-instrusentation znd equipsent for industxial safety,

eavironmental momitoring, for the hoalih proftection and

modicine;

~laser devices for different applications.

The oonversion or total restructuring of the nilitary
inqustrial and RED sectors, including re-training of personnol, is
a long-term and oxpensive exercise ard requires intermational
expertise and foraign investment for its successful coapletion. It
can be cost-effective and profitable bu: only if the conversion
strategy includes a thorough market analysis, detailed plan of
action and programme of business investments.
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The CTED Programme can be an interesting framework for foreign
investors for two reasons:

(1) by providing to the foveign investor a partnership
opportunity in St.Petersburg based on an already existing
industrial and R&D activities and corresponding infrastructure
{ personnei, equipment, saterials, technologies) and a dotailed
foasibility etudy.

(ii) by providing to the foreigmn investor the already

. established counterpart ageacy ARCTIS (Agency for Research
Commoroialization and Technical Ionovation Support) the
Programme will help to carry out the entire process by
zssistance in executicn the feasibility study, in finding the
business partners, in establishing the company etc.

- For this project, ARCTIS identified an ex-military enterprise
which is a large machipnery plant ready for comversion. The City
authorities and chief executives of tle Plant are ready to provide
about 5,000 square meters of space convingeni upon the appropriate
investments. This space will be enovyh to make it possible to
establish a gseparate enterprise capable to mamufacture about 50,000
wheelchairs anmally, for Russia and devaloping countries indicated
az Folow {(scc page ¢). If this projoct will bde successful, the
plant is ready to provide an additional facility or about 17,000
large thus enabling to reach & productiom target of 200,000
wheelchairs annuslly. Raw materials and are available from
domestic suppliers. Also, Russian specialists elaborated their own
design of a wheeichair which, ir it is ftind appropriate by
international experts, can be laid into the basis of mamufacturing
process. Therefore, more dstailed assessment of the situation is
orgently needed, which can be provided only as a result of work of
two experienced consultants.
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