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Regional Economic Development



CHAPTER 1. ECONOMIC PRECONDITIONS FOR THE MUNICIPALITIES

The Kaliningrad region
Municipal income

The income in the Kaliningrad region municipality consists mainly of taxes, regional authorities’ grants, and fees paid for federal and municipal property. Taxes are the most important part of municipal income (approximately 50%). The most important taxes at municipal level: the tax to incomes of physical persons & the uniform tax raised on simplified system of the taxation. Financial grants are given to the municipalities from regional budget to equalizing of municipal budgets by provision of incomes. In the Kaliningrad region these grants amount quarter of the municipal income. Also important part of the income is fees paid for federal and municipal property (first of all land rent). 
Taxation rules

Enterprises in the Kaliningrad region transfer payments to Kaliningrad Administration of the Federal Treasury (the same system in other regions). Then taxes are distributed between different budget levels (federal, regional, municipal) according to the tax Code of the Russian Federation. The basic taxes paid by enterprises are the profit tax, the value-added tax, payments in pension and other social funds. The new Federal law “On the Special Economic Zone in the Kaliningrad Region” has come into force since 1 April 2006
. It provides the SEZ residents with considerable tax privileges: profit tax allowance and the property tax allowance (tax rate of 0% for the first 6 years of activity, in subsequent 6 years the tax rate is reduced by 50 %). For 10 months of action of the Federal law on SEZ in the Kaliningrad region, 32 Residents of SEZ with total amount of investments 17 274,84 million rubles are registered.
CHAPTER 2. KALININGRAD

This chapter aims to map the business development work in the Kaliningrad region. The first part gives an introduction to the region and its business structure, where as the second part focuses on the matter of business development work. The third and last part of the chapter presents a resume of investment attraction of the Kaliningrad region and its municipalities. 

Part 1. The business structure of the Kaliningrad region
Facts about the Kaliningrad region
Share as a whole across Russia:

Territory – 0,1% 

Population – 0,7% 

GRP – 0,4% 

Trade turnover – 0,5%,

Export – 0,4%,

Import – 3,7%,

Direct foreign investments – 0,1%.

Share of the Kaliningrad region in Russian economy is not big – less then the smallest Russian region’s population percentage. There is a disbalance in the foreign trade turnover, when import dominates over export. It could be seen in comparison with other region’s contribution in All-Russian foreign trade. Finally, share of direct foreign investment in Kaliningrad region is almost invisible on Russian Federation scale.
The Kaliningrad region consists of 3 municipal rayons (incl. 14 urban or rural settlements) & 19 urban districts. Municipal rayons: Pravdinsk, Gvardeisk, Zelenogradsk. Urban districts: Kaliningrad, Sovetsk, Pionersk, Svetlogorsk, Yantarnyi, Svetlyj, Ladushkin, Mamonovo, Bagrationovsk, Baltijsk, Gurievsk, Gusev, Krasnoznamensk, Neman, Nesterov, Ozersk, Pollesk, Slavsk, Chernyakhovsk. This system is a result of Russian municipal reform (2004-2005).
Only 950 thousands people or 0,7% of the Russian population live in this area. Kaliningrad urban district is the biggest municipality in the region, its administrative capital, with about half of the entire region population.

Table 1. Population per municipality (Nov 2006) 

	Kaliningrad u. d.
	430 003
	Bagrationovsk u. d.
	34 203
	Pollesk u. d.
	19 018

	Sovetsk u. d. 
	43 224
	Baltijsk u. d.
	36 216
	Slavsk u. d.
	21 918

	Pionersk u. d.
	11 816
	Gurievsk u. d.
	47 330
	Chernyakhovsk u. d.
	57 521

	Svetlogorsk u. d. 
	15 196
	Gusev u. d.
	37 461
	
	

	Yantarnyi u. d.
	6 211
	Krasnoznamensk u. d.
	12 961
	Pravdinsk m. r.
	21 076

	Svetlyj u. d.
	28 028
	Neman u. d.
	22 536
	Gvardeisk m. r.
	32 101

	Ladushkin u. d. 
	3 849
	Nesterov u. d.
	17 250
	Zelenogradsk m. r.
	32 504

	Mamonovo u. d.
	7 620
	Ozersk u. d.
	17 239
	Kaliningrad region (total)
	955 281


The geographical location in the Baltic Sea area gives good conditions for trade and economic development. Special geopolitical position of the Kaliningrad region, creation of the Special Economic Zone causes stable economic interest of business, foreign and Russian investors. The business life of the region is many-sided, different municipalities operate in rather different conditions. The Kaliningrad region shows progressive growth of Gross Regional Product in nominal terms.
Diagram 1. Gross Regional Product of the Kaliningrad region (in mln. $)
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On the results of 2005 the Kaliningrad region has been included in the 1st group of regions with high growth rates in sector of commercial production (only 4 groups: 1 – with high growth rates (more than 110%), 2 – with average growth rates (105-110%), 3 – with rates below the average (100-105%), 4 – less than 100%).  

In the table 2 there is represented the share of manufacture in the basic industries of the Kaliningrad region across the all-Russian parameter.
Table 2. Share of goods manufacture in the Kaliningrad area  across total amount of their manufacture in Russia.
  

	Produce name
	Share in 2005, %
	Share in 2004,%
	Share in 2003, %

	TV sets 
	52,5
	47,9
	35,8

	Vacuum sweepers
	86,1
	66,3
	33,3

	Canned fish and seafoods
	42,1
	36,8
	29,8

	Canned meat
	24,7
	22,8
	18,0

	Catch fish and seafoods 
	11,0
	11,3
	10,6

	Cellulose
	5,1
	5,1
	5,2

	Alcoholic beverages
	2,5
	2,7
	2,0

	Paper
	1,7
	1,7
	1,8

	Passenger cars
	1,6
	1,3
	0,8

	Nonalcoholic drinks
	0,9
	0,8
	0,7

	Meat (1 category)
	0,8
	0,7
	0,7

	Beer
	0,9
	0,8
	0,7


The main industrial centers of the Kaliningrad region are Kaliningrad, Gusev, Baltiysk, Sovetsk, Chernyakhovsk and Neman. More than 2/3 of manufactures in the region are concentrated in them.

The dynamics of the foreign trade growth is stable. The structure of the region foreign trade turnover is exceeding two times of nominal import price against export price.
Diagram 2. International Trade Turnover of the Kaliningrad region (in mln. $)
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The Kaliningrad region has good transport and communication system with big port (Baltijsk) and airport (Khrabrovo). Railroads and roads are well developed. The infrastructure for learning is also well developed. The region has many universities; both public and private, most of them are in the territory of Kaliningrad urban district. 
The Kaliningrad region is characterized by a rich nature, with both coastal and forest areas. There are great possibilities for recreation, tourism, hunting and fishing. There are two seaside resorts of federal importance: Svetlogorsk, Zelenogradsk and national park Curonian Spit. 
Main businesses

The statistics point out a rather good economic situation in the Kaliningrad region. This can partly be explained by the strengths of the main businesses of the region and Kaliningrad SEZ functioning. Nowadays there are more than 40 thousands enterprises in the region. Although the municipalities have different conditions and structures, some general trends can be noted.
The Kaliningrad region is the leader among regions of the Russian Federation on a level of development of small business. There were 9045 small enterprises in the region (January 2006).
 Besides more than 24 thousands individual businessmen are registered. The quantity of employed in small business is more than 129 thousands persons (29,2% of the population related to regional economy). More than half of all SME (54 %) are concentrated in the Kaliningrad urban district. Thus, there is a strong territorial disproportion in development of small business in the region. 
Another general trend is rough equality between manufacturing industry and service orientation in regional economy. During several years the share of sphere of the manufacturing business in GRP steadily was increasing. 
Diagram 3. Composition Gross Regional Product
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Examples of strong business sectors in the Kaliningrad region are manufacturing activity, mining operations and food industry. Some regional business sectors are even known globally, such as the amber industry, approximately 90% of world amber production is outputted in Yantarnyi urban district. Big companies such as “LUKOIL” have activities in the region. The region is also a frequently visited by tourists both from Russia and abroad.
Average salary in the Kaliningrad region (368$) is very modest especially in comparison with North-West Federal District, Russian Federation, Lithuania and Poland. It could be explained by high rate of shadow income in region because ways of struggle against corruption and shadow economy are interdependent and not effective nowadays.
Table 3. Average salary in the Kaliningrad region depending on an industry in 2006 (in mln. $)

	Agriculture
	214,3$

	Fish / Fish farming
	806,7$

	Extraction minerals
	717,5$

	Processing manufacturing
	330,7$

	Wood, Pulp and Paper industry
	255,0$

	Manufacturing car and equipment
	469,1$

	Construction
	422,9$

	Education
	301,4$

	Health protection
	296,1$


Description of the municipalities
According to the official statistic dates for 2005 only 14 in 22 municipalities were recipients of foreign investments. 

The main part (85%) of the foreign investments goes to Kaliningrad city. 

Table 4. Geographical distribution of the cumulative foreign investments for the period 1996 – 2005 (in mln. $)

	Kaliningrad
	72 787
	Bagrationovsk
	644

	Sovetsk
	2 008
	Zelenogradsk
	136

	Pionersk
	1 170 
	Gurievsk
	54

	Neman
	1 128
	Svetlyj
	15

	Nesterov
	871
	Gusev
	8

	Baltijsk
	708
	Chernyakhovsk
	4


The most developed municipalities are briefly described below to create a full picture of the business structure of the Kaliningrad region.
Kaliningrad urban district
The total area of municipality is 234 square kilometers. Number of economically active population is 276,2 thousands peoples. Number of the officially registered unemployed person is approximately 1000. The amount of enterprises by various estimations is approximately 35000. There are some perspective spheres of economic development in Kaliningrad: small business, large-scale manufactures, innovative sphere, financial and bank sectors, oil production and refining, electric power industry, development of transport system, recreational infrastructure and tourism. During last three years rates of economy growth of Kaliningrad urban district outstrip both Russian level, and economic growth parameters of countries - neighbours (Lithuania and Poland) on many parameters. Now Kaliningrad is on the third place among the centers of subjects of the Russian Federation on a level of development of small business. Small business with benefits of SEZ is a doubtless point of economic potential growth of municipality. Examples of investment projects at the territory of urban district: “Fishing Village», «2К» - cooperation between Kaliningrad and Klaipeda ports, reconstruction of water facilities and preservation of the environment.

Svetlogorsk urban district

The total area of Svetlogorsk urban district is 3256 hectares, including around 7 hectares of inland water bodies. The area lies in north-western part of Sambian peninsula, and its territory stretches for almost 15 km along the Baltic Sea coastline, from Svetolgorsk in the east to Donskoe settlement in the west. Svetlogorsk (former Rauschen) is the main administrative, business and cultural centre of the area, and is located on the Baltic Sea coast 38 km to the northwest of Kaliningrad. Svetlogorsk is one of the most popular tourist centers of the region and is operating as a resort town. Structure of economy of Svetlogorsk is typical for resort centres: minimum of industrial enterprises and prevailing of sectors, which ensure functioning of sanatoriums and resort institutions, organisations rendering tourist and leisure services. Number of economically active population is 6 786 people; total number of officially registered unemployed is 221 people. Main economic sectors of the municipality: tourism and healthcare, industry, trade and construction production of construction materials. Examples of investment projects at the territory of urban district: construction of the Principal Sewer Pump Station at the Baltiyskaya Street in Svetlogorsk, construction of sewage disposal facilities in the settlement of Donskoe.

Zelenogradsk municipal rayon
Zelenogradsk municipal rayon is located in the north-western part of the Kaliningrad region. The area is washed by waters of the Baltic Sea and Curonian bay, separated from the sea by Curonian spit. State nature national park "The Curonian spit" lies within administrative border of the municipality. Zelenogradsk (former Kranz) - the administrative centre of Zelenogradsk municipal rayon – has a federal resort status and is located on the Baltic Sea shore 32 km off the regional centre, connected with it by a motorway and a railroad branch. "Khrabrovo" airport is 17 km off Zelenogradsk. A transit motor road to Lithuania runs through municipality. The total area of the municipality is 201649 hectares, including: agricultural land – 51182 hectares, forestry – 18224 hectares, available land - 120324 hectares. The municipality has unique natural resources for development of recreation, tourism and water sports: the sea, mild sea climate, beaches, forests, picturesque landscape, mineral waters and therapeutic muds. Business development and investment support by the municipal administration as the influx of investments to the municipality real economy is a development priority. The explored mineral resources are: amber, brick clays, oil and brine wells. Number of economically active population is 20 897 people; total number of officially registered unemployed is 312 people. The administration of municipal rayon pursues a policy on change of economy structure to expansion of the recreational-tourist sphere, hi-tech manufacture and the construction industry. Now 29 % of the enterprises in the municipality concern to an agriculture, 17 % - to trade and public catering.

Gurievsk urban district
Territorially Gurievsk urban district surrounds Kaliningrad (the regional centre is surrounded from three sides, distance between Kaliningrad and Gurievsk is 7 km) and has a very favourable geographic location. It has outlets to Curonian and Kaliningrad bays (access to the Baltic Sea is possible). The total area of this municipality is 136.3 thousand hectares. There is a large percentage of working-age population (65% of total population) due to labour migration to Kaliningrad. The municipality hosts a number of large infrastructural objects of regional importance. There are potential for qualitative and quantitative growth in the field of agriculture and production of food products; potential for development of construction industry; large stocks of water; spatial organisation: extensive land resources owned by the municipality; availability of vacant land plots for implementation of investment projects. Main economic sectors of the municipality: agriculture, food industry, wholesale and retail trade, construction and manufacturing of construction materials. Number of economically active population is 31 800 people; total number of officially registered unemployed is 367 people. Examples of investment projects at the territory of urban district: construction of a production complex manufacturing meat semi-finished products; transport storehouse complex with refrigerating stores, administrative complex with an exhibition centre; construction of refrigerating equipment plant.

Chernyakhovsk urban district
Chernyakhovsk urban district is located in the very centre of the Kaliningard region. The distance to Kaliningrad is 86 km. Total area of the municipality is 129 thousand hectares, including: agricultural land – 79.4 thousand hectares, forestry – 30.7 thousand hectares, water areas – 780 hectares. Chernyahovsk area enjoys favourable geographic location, being at the crossing of two important transport-planning axes: "West-East" (Kaliningrad-Chernyakhovsk-Vilnius) and "North-South" (Poland-Chernyakhovsk-Sovetsk-Riga). Chernyakhovsk (former Insterburg) is the largest railway junction in the region. Motor roads from west to east, connecting Kaliningrad with Russia, and from north to south, connecting Lithuania and Poland, run through the municipality. There are comfortable platforms under construction of industrial and social purpose objects. The amount of enterprises by various estimations is approximately 1350. Branches of economy: industry; agriculture; transport; trade, public catering, logistics and selling. Number of officially registered unemployed is 815 person. Examples of investment projects at the territory of urban district: «South-western industrial zone», «Tekhmash ground». The industrial production dominates in the economy of municipality. In the structure of industrial sector by aspects of economics activity production of machinery and equipment, incl. television equipment is 79,5%. The basic share of own production is processing manufactures - 88 %.

Svetlyj urban district
Svetlyj urban district is in the western part of the Kaliningrad region. The area borders Kaliningrad navigation canal and Kaliningrad bay. The area of Svetlyj urban district is 8023 hectares (the town of Svetlyj is 2635 he) including: forest fund – 3166 he., agricultural fields –2504 he, water bodies –171 he. There is a developed transport infrastructure in the district. There is a high specialization of economy in the fishery and ship-building sectors and the total capacity of refrigerating facilities at the fishery enterprises is 4000-5000 tons. The work which has been done in sphere of attracting investments gave an opportunity for the Svetlyj urban district to become one of the main industrial centers in Kaliningrad region with highly developed industry and transport complex infrastructure. During the last 10 years the investments were attracted into the following productions: production of metal structures, cargo overloading, port services, food processing, wood processing, furniture production, fishery, ship-repair. The Local Government priorities in the investment policies are implementation of infrastructure projects improving public development and socio-economic reforms in the spheres of health care, education, communal utilities, energy and others which are under responsibilities of the municipal authorities. The number of economically active population is 13,500 persons, among which 10,800 are employed in the industrial sector of economy.

Business climate

Factor analysis of business climate in the Kaliningrad region was realized by principles of the Michael Porter’s model “Diamond” as part of “The Strategy of Development Conception of the Kaliningrad Region” that was prepared by regional government. 

Diagram 4. Business climate in the Kaliningrad region
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Strengths and weaknesses of the regional business

A general view of strengths and weaknesses of the regional business in the Kaliningrad region can be made.
Table 4. Strengths and weaknesses

	Strengths
	Weaknesses

	Regime of Special Economic Zone

Strong manufacturing industry

Transboundary cooperation

Outlet to the sea

Transport network

Scientific potential
	Enclave position – double periphery of the Kaliningrad region

Bureaucracy in the regional policy

Not enough developed port infrastructure 

Low quality of transport infrastructure

Energy dependence

Necessity of industry restructuring and developing of services for enterprises


It is more preferable to make a general view of strengths and weaknesses of the regional business in the Kaliningrad region, because of the large amount of differences and opposites between municipalities in the region.

Part 2. Business development work in public and private sector

This part aims to map the business development work in public and private sector, based on the Kaliningrad region partners of the RED-project. Focus is on the division of responsibilities, practical tools and methods for the work. 

Local authorities are represented in this report by the Association of Local Municipalities in Kaliningrad Region (including all the municipalities) and the regional authorities are represented by the Kaliningrad regional administration
. 

Private organisations at the regional level in this report are The Baltic Business Club
 and Kaliningrad Furniture Association
.

Responsibility for business development work

Public authorities on local and regional level

In the Kaliningrad region, public authorities on local and regional level both work with business development.  The responsibility is not therefore split between them. Municipalities to a greater extent work with concrete actions to stimulate companies and establishment in their own area, the regional authorities have an overall perspective. Whereas the local authorities themselves work in the field, having contacts with companies and supporting them practically, the regional level often make indirect actions such as financial and informational supports rather than having contact with single companies. 
Private organisations on local and regional level

There are also many private organisations specializing in business development. They differ from the authorities since they often help companies very practically with problems and questions in the business process as consultants. Their approach is often concentrated on the companies seeking help their clients rather than the development of all businesses in the municipality or the region. Consulting companies offer to their clients a wide range of consulting services in the fields of strategic management, marketing, management of the finance, quality management, estimation of business, services in the field of management of the personnel. One of the leading companies in this sphere is Kaliningrad Consulting Centre “Business-Expert”.

Local and regional strategies for business development

Although almost all partners have objectives or focus areas for their work in business development, special programs or strategies dedicated to only this subject are rare among the partners.  

The Kaliningrad region has its own the Socio-Economic Development Programme during 2007-2016
 and Programme of Small Business Support 2007-2011
. All the municipalities have the socio-economic development programmes, these documents are typical and include SWOT-analysis, strategic doctrines (missions) and priorities and development trends. Such strategies are the basis for the work in the sphere of business development. These programs are however general and do not focus specifically on business development actions, although they could be an important part in the implementation. Strategies often focus on how to provide improvement of quality of life, dynamical and steady economic growth on the basis of development and maximal use of region’s potential. 

Other partners such as the Baltic Business Club and Kaliningrad Furniture Association develop their work continuously and do not have any special strategies. 

Good examples

Despite the findings described above, there are some good examples worth mentioning. 

Kaliningrad urban district

The conception of development
 includes such important parts as the analysis of strategic alternative conditions and the prognosis of the basic system conditions of social and economic development changes. Also there is the estimation of influence of the new law “On the Special Economic Zone in the Kaliningrad Region” on development of the urban district.

Chernyahovsk urban district

The strategy of socio-economic development of this municipality
 is one of the well-developed. The complex analysis of internal and external factors and dynamics of development is lead. The priority in achievement of the purposes of the program is given to individuals - to maintenance of worthy conditions of life and development.
Socio-Economic Development Programme of the Kaliningrad region during 2007-2016

Since this programme is on a regional scale, the aim of this strategy is somewhat different from the ones in the municipalities.
 Important purposes of this program are achievement of effective competitiveness in the Kaliningrad area and creation of a favorable investment and business climate.

Tools and methods for business development

There are a number of tools and methods for business development used by the partners in the Kaliningrad region. A description of some of them can be found below. 

Public local authorities
There are some differences between the municipalities in approaches to business development. Some municipalities will be briefly described below to create a full picture of the business development by public local authorities in the Kaliningrad region.

Neman urban district
As an assistance to stable SME’s development the following methods can be used:

- investment, finance and credit support 

- developing the system of  consulting, legal and accounting services 

- supporting entry-level entrepreneurs 

- supporting creation and follow-up development of the Neman urban district  entrepreneurs Union

Chernyahovsk urban district
Development of business undertakings is carried out by means of providing consulting and methodic-organizational services through mass media, entrepreneurs and employers Union, participation in international projects and regional and federal investment programs, assistance in creation of new modern.

Gusev urban district
Assistance in SME development includes support of entrepreneurs Union in organization of mutual loan society, creation of favorable conditions for SME support Centre acting, reservation of privileged order of municipal land and property rent for SME.
 

Sovetsk urban district
SME support and development Program during 2005-2007 is working at the moment in district. The program includes the following activities: legal supplying, organizational, informational and methodical supplying, investment, financial and credit support, popularization of business activity.

Slavsk urban district
The district administration provides every kind of assistance in setting contact between Slavsk SME and their foreign partners through permanent contacts with foreign towns; provides maintenance works for perspective projects and helps in solving problems; provides consulting services on tax system and tax privileges; bank of investment project is  being created; provides consulting services for potential investors; provides organizational and legal maintenance for perspective business-projects. 

Zelenogradsk municipal rayon
The following arrangements for SME development were planed: working out of the Municipal Program of  SME support, which includes concrete financially provided mechanism; simplifying  access to credit recourses for SME through organization of consumers' co-operative, warranty system, unification of documents essential for getting credit; providing consulting and informational support for SME; organization of SME support specialized Centre .

Baltijsk urban district
The following actions in SME development are considered to be priority: providing favorable business climate, reducing of legal, administrative and organizational barriers; providing financial, property and organizational support; providing qualified informational, consulting and training services through creating own SME support structures and attracting regional and federal SME support structures; enlarging of business opportunity by developing interregional and international business.

Public regional authorities
The main lines of SME support on the regional level are described in Program “The main lines of SME support in the Kaliningrad region during 2007 – 2011”
. The main program’s aim is strengthen of Kaliningrad SME business activity on the Russian and foreign markets by increasing competitiveness and quantity of SME. 

Legal regulation
Working out and enactment normative-legal acts and working on development of operational legal base regulating business activity. 

Financial support
Providing and simplifying  access to credit and financial recourses for SME and providing efficient use of that resources. Within the financial support several actions on development of financial and credit mechanisms will be implemented:  financing costs connected with payment of credit interest and payment for international standard  certification.

Informational support
Realization of actions aimed at improving and development informational SME support, permanent actualization of information recourses,  providing access to them. Creation of positive public opinion toward business activity and improving public knowledge about SME. It is supposed to develop specialized information resource “Informational portal of Kaliningrad region SME”  and subsidize some costs on consulting services for SME in the Kaliningrad region municipalities.
Labor training
Raising skills level and professional retraining  stuff working in SME, education of potential entrepreneurs how to run business. There are some planes to work out education programs, informational and methodic materials and teaching materials on education of stuff for SME and organization of distance education.

Organization of innovation infrastructure 
Creating of conditions for implementing and developing innovation projects and reducing of risks at the expense of  creation of favorable conditions for innovation business running, system of consulting support, and elements of region innovation infrastructure including business- incubators, tecnoparks, technology transfer Centre and other innovation structures.

Private regional organisations

The Baltic Business Club 

The Baltic Business Club is non-commercial organization. It was established in May, 1997; the current membership stands 71 members. Its members represent a variety of small and medium sized businesses, from across Kaliningrad region. The main aim of the Baltic Business Club is to support the development of a new wave of managers, with a strong emphasis on new business practices and high standards of professionalism. The Baltic Business Club plays a high-profile role in the development of industrial policy at the local level. The Club plays an active role in this sphere by working towards the establishment of constructive dialogues between industry and various branches of the regional administration. Further, it has helped to establish effective mechanisms for the self-regulation of various enterprises and sectors. The final general aim of the Club is to promote a positive relationship between business and society in general.

The Primary tasks of Club: the development of business ties between the members of the Club, and the implementation of ideas for joint projects and ventures; the creation of an effective business-state and municipal organs interface; to study the world management experience and to develop business communication; to improve the legislative base for business development at the regional level; to develop international and interregional links for the Club's members; to create the positive image of the national business elite in Russia and abroad; to maintain the Club's high level of ethic standards for business conduct, and respect for the personal privacy of the Club's membership.

Kaliningrad Furniture Association 

Association assists the Kaliningrad furniture companies to co-operate with authorities (executive, legislative, certificate and others); provides organizational and legal assistance; provides conditions for furniture market expansion; solving the problems in qualified stuff training; takes part in working out and improving of legislation in the field of business activity; works with consulting, law and freight companies.

Business development projects
RED-project (Regional Economic Development)
Overall purpose of the project is to decrease barriers in bilateral economic cooperation between Southern Sweden and the Kaliningrad region. It is supposed to create mutual understanding concerning process and methods of regional economic development support for this purpose. The project is adopted to actors of the state and private sectors at regional and local levels general analysis of existing economic situation in regions, an exchange of knowledge, good practice and maintenance bilateral contacts.
Tasks of the project: to place Southern Sweden and the Kaliningrad region in global, European and Baltic scope; to give the review of how municipalities/regions work with questions of regional economic development support; to develop a tooling for the further work; to define business and branches which are interested in export/cooperation/expansion to Southern Sweden and the Kaliningrad region.

The project contains two components. One is theoretical and is focused on consideration of regions in different scales. Other, more practical, also concentrates on measures of regional economic development support. 

Part 3. The investment attraction of the Kaliningrad region
1. There are economic development projects (special economic zone regime, SME support program) working in region. The creation of single database for entrepreneurs willing to work in region is being planned. The administrative support in tools, knowledge and technologies is being realizing. Municipalities have different level of working with business. Some have no definite economical politics. Some have investment attracting politics: these have infrastructure supplied areas and definite legislation for potential investors. The thirds (the very purpose of RED project) are creating economical politics integrated with municipality development politics; it consists of growing up business that is export-oriented and competitive. Municipalities’ association can observe the territory condition and promote the decision-making process while choosing territory and contacts.

2. Investments into the Kaliningrad region give up to 70 % of profitability. The risk of investments loss has considerably decreased during last years.

3. There is the consulate of Sweden in region; it is possible to receive consultations on necessary questions there. Besides SIDA - the Swedish International Development Agency realizes projects, other international organizations, advisory councils, etc.  

4. The enterprises with bringing of the foreign capital have an opportunity to cooperate in region with worthy partners, on transparent conditions, with application of the international standards of the financial reporting. Good example is local branch of Hansabank which functions under control of Russian directors. They know features of local business; owners have only functions of the control.
5. Exclavity of the region affects its safety in positive way - the Kaliningrad region is surrounded by member-states of the European Union and is considered as one of the safest regions in Russia Federation. The region has steady growth of GRP, on the average about 10 % a year for last 10 years. By natural and cultural-historical features the region is popular among tourists both from Russia, the CIS, and European states: the quantity of tourists steadily grows during last years.
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� www.gov.kaliningrad.ru


� Russian Federal State Statistics Service


� www.gov.kaliningrad.ru


� Kaliningrad Regional Statistics Service


� Kaliningrad Regional Statistics Service, Russian Federal State Statistics Service


� Kaliningrad Regional Statistics Service


� Russian Federal State Statistics Service


� Kaliningrad Regional Statistics Service


� Kaliningrad Regional Statistics Service


� Kaliningrad Regional Statistics Service


� www.klgd.ru


� www.svetlogorsk-admin.ru


� www.zelenogradsk.com


� www.guryevsk.baltnet.ru


� www.chernyahovsk.su


� www.svetlyj.baltnet.ru


� www.minregion.ru


� “The Strategy of Development Conception of the Kaliningrad Region”


� www.gov.kaliningrad.ru


� www.bdk.ru


� www.akm39.ru


� www.business-expert.net


� www.gov.kaliningrad.ru


� www.gov.kaliningrad.ru


� The Conception of Development of Kaliningrad urban district until 2015


� The Strategy of Socio-Economic Development of the Chernyahovsk urban district until 2016


� Socio-Economic Development Programme of the Kaliningrad region during 2007-2016


� http://www.munic.neman.ru/


� www.chernyhovsk.su


� www.gusev.h1.ru


� www.sovetsk-tilzit.ru


� www.slavsk.info


� www.zelenogradsk.com


� http://www.baltiysk.h15.ru/


� Program «The main lines of  SME support in Kaliningrad region during 2007 - 2011 »


� www.bdk.ru


� www.akm39.ru


� www.interreg.org





PAGE  
2

[image: image7.png]%% Sida



_1232126898.ppt






Сompetitiveness rhomb

[+] great experience of foreign-economy activity 

[+] high business activity, well developed small business

[+] preferential tax treatment for companies activities

[–] high share of “shadow” economy

[–] barriers for entrance to EU’s markets

[+] closeness of manufacturing series of western companies – producers & suppliers

[+] prospect of processing industry development

[–] underdeveloped logistics system  for  export & transit operations servicing

[+] experienced customer demand, stimulating companies-producers development

[–] insufficient capacity of internal regional market

[+] favorable geographical location

[+] SEZ regime

[–] energy supplies deficiency

[–] insufficient development of  transport infrastructure 

[–] poor quality of social infrastructure

[–] variance  between number and training level of specialists and requirements of economic growth



Factor conditions



Sphere of strategies and firms competition



Adjacent and subsidiary industries



Demand conditions








