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Report from trip to 

Kaliningrad, Ryssland March, 26 – 29 2007  

A delegation of 4 representatives from Swedish companies was taking part in the trip to Kaliningrad. The aim of the trip for the Swedish companies was to have the possibility to meet Russian companies and to see if there were any grounds for a mutual interest in proceeding.

The delegation consisted of:
Mr Ulf Bergdahl, Bergdahl & Co AB.

Shipbroker 

Claes-Ebbe Alvén, Extrandra AB

Ove Sandström, Hansén & Sandström AB

Petter Hallberg, Euroimp AB

The companies above are parts of a bigger group of companies of which Rörvik Timber and Trivselhus are two members.

Meetings were booked with following companies/municipalities

Meridian Agency, Sergey Krasilnikov

Phone 4012 365099

Gusev Administration, Aleksandr Sergeevich Bogdanov

Phone 40413 324 04

Polessk Administration, Igor Bolsun

Phone 40158 3 5558

Slavsk Administration, Alexsandr Gvozdenko

Phone 40163 31166

Company LPR, Oleg Mahnach

Phone 4012 340001

Yatarny Administration, Alexander Blinov 

Phone 8 253 371 43

Company Brisk, Mr Roman Dlapa

Phone 8(242)32128, 8011 4232 128

Kaliningrad Consulting Centre, Georgy Dykanov 

Brisk company, Mr Romanov, meeting at the hotel.

Meeting with a producer of briquettes, former a producer of car parts. The plant is some 25 km from Gusev. The actual producing capacity is 400 tons per month. His price indication was 3200 rubel/ton, in addition there is a transport to the harbour of about 600 rubel/ton. They get their raw material from the sawmills and had no interest in changing their production to pellets. On the other hand they were willing to discuss a joint venture development of the existing production.

Moreover: some farmers around the factory might be contacted to discuss an arrangement.

Janterny, the Mayor’s office. 

Here we were told that there was land to be auctioned out for house production. The auction is on April 10th. After the purchase of the land you will have to get a permit to build, as far as I could understand it was not 100% sure that the purchase made it ready start building. Approximately 700 hectares are for sale in the area and most sellers are private persons. Indications were that the land prices were some 15-20 000 usd/hectare for land to be built upon for habitation. They have e big project building houses, hotels and eventually a casino. They were very interested in us coming there producing houses, villas. See their brochure. His estimated the price at the market for pre-produced houses to be some 800-1000 usd/sqm. Which makes it difficult to make ends meet transporting houses produced in Sweden and setting them up there. 

Moreover: They had a plot of 7 hectares where they were interested in starting a project, like a pig farm or something alike within the farming sector.

George Dykanov, Business establisher, meeting at the hotel

At first we had a general discussion on the prerequisites in making business in Russia. It was very informative. His idea was that it was mainly a technical matter on how to secure the investment and the capital invested. He saw some problems in establishing operations in Kaliningrad. On the other side his experience told him that it was a bigger problem running the investments and the companies. The biggest problem for foreign investors is often management problems. He recommended that you had an external accountant to check the cash flow in the company. And he stressed that it takes time making business in Russia. If we plan to start a production, it will take at least two years just to have all the permits for building and producing something, after that comes the construction time to build the factory and then an additional 6 months to certify the production. 

Moreover: there are some 800 000 hectares agricultural land in Kaliningrad. 120 000 hectares have been sold to private investors the last years. These investors do not know what to do with the land. They are looking for a co-operation. A car assembly company owns the land.

Price estimates are between 500/1000 and 20 000 usd/hectare depending on who is the seller, private investors are most expensive and farmers are cheapest. George has a partner who deals in land.

Visit in Gusev with the Mayor

Gusev is a town with 40 000 inhabitants. It is 25 km to Lithuania and 25 km to Poland.  

They are interested in all forms of co-operation. The three biggest employers have recently shut down and the rate of unemployment was high. They showed me a carpentry shop that worked with the timber from log to finished product. They could produce different wooden details if the got the designs.

We also visited a factory making house elements in wood; they produced and exported parts to Germany. They could produce houses from ready designs. From these to plants I have some photos. A price indication was 500 usd/sqm for finished house.

The town Gusev was interested in growing Salix. They had contacts with an organisation in Sweden called Svebio. They wanted a co-operation with machinery and staff, and could produce pellets but they had no trained workers and no production facilities. They considered buying land from the farmers so that they would have 8 000 hectares for cultivating.

……………..

Visit in Slavsk with the Mayor

Slavsk has a total of 25 000 inhabitants and unfortunately 80% unemployed.

They were interested in someone coming over and cleaning up and performing ”sanitarian cutting” among the bushes. It was urgent and the bushes could be used as splinters and for fuel. This is mainly a suggestion for Bengt Sandberg.

The also needed the construction of:

Roads

Water drainage

Protection against flooding

Tourism establishments

Biogas 

They were also positive to meat production, there was plenty of arable land.

Forage for horses could also be produced here.

Meeting with ”The Fisherman” from Svetly

He had a fish production that did not turn out so well. He was interested in a co-operation with someone who could produce pellets on his land in the harbour. Unfortunately there was no railway tracks into the harbour, it ended some 7,5 km away. He had about 1,6 hectares free in the harbour. He had no connections to get raw material and wanted a co-operation where someone supplied machinery and know how and raw material.

Open limited company ⌠ARVI

Kocharyan Vagiph Sergeevich- general director

Tel.: 4012 -96-52-65

        4012- 21- 48-54

        4012- 95- 62-43

Mobile tel.: +7-9022-37-12-47

Address: 236029 Kaliningrad, Ozernaya street 31, room 25

E-mail address: kvs707@mail.ru

The topic of discussion was delivery of timber from Siberia and European part of Russia. 

The company will send you pricelist with all timber prices. The Russian side wants to know about timber you are interested in (grade, quality, type of wood, the amount and all the details).

In half a year, the Russian government will pass the law concerning the delivery of round timber. The tax rate will be so high, that business will be unprofitable. That is why it will be better to deal with timber products and not with raw materials. 

All the timber should be barked, that is why it is necessary to install appropriate equipment on the territory of the Kaliningrad region. 

In Siberia, there is a plant on the constructing phase. It will produce approximately 1 000 000 cubic meters of timber per year. There is a possibility to do business with this plant.

The company is also interested in construction of Swedish houses in the Kaliningrad region.

Open limited company ⌠ Angara in Irkutsk and ⌠Kurban in Krasnodar.

These companies will send you pricelist, all details and also contact information by e-mail or fax.

They are dealing with timber. At this moment they can provide you for 3000 cubic meters of larch timber of the best quality. Later it will be possible to import about 300 000 cubic meters of timber per year. The company wants your representative to come to Krasnoyarsk/

The Fund of Housing and Social Construction of the Kaliningrad region.

Babayants Boris Arshamovich- general director

Tel.: 7- 4012- 32-19-50

Tel./ fax: 7- 4012- 32-20-53

Address: 236029, Russia, Kaliningrad, Zelyenaya street, 81

E-mail address: ipotecafond@hotmail.com

The company is dealing with construction of multi-storey housing. It is very profitable business, the profit is about 150%. To build houses in Russia you should: 1. Establish company in Russia, namely in Kaliningrad

2. Buy at an auction land

3. Construct buildings

The company is interested in heat insulation of multi-storey houses. 

They will send you all the details and they asked you to send them information and prices of intermediate materials of Swedish cottages.

Lukoil

Lukoil in the Kaliningrad region does not deliver oil and oil products by their own. There are subsidiary companies in   Geneva ⌠ Litasko and in Holland ⌠Binelux. You should contact these companies and conduct negotiations. 

Conclusions from this trip

It will take a long time to establish a production here from scratch, at least 2-3 years.

It will take a lot of energy and capital just to decide what to do, where to go it and how. 

The impression given by George was that it was mainly bigger foreign companies that established themselves here.

A less costing way in time and capital would probably be to co-operate with a local established businessman. Given that assured forms for such a co-operation could be found, for instance joint venture.

Alternatively you buy goods delivered on ships in the harbour without any meddling in the production.
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