
The International Finance
Corporation (IFC) is a member of the
World Bank Group. IFC works to
reduce poverty and improve peo-
ple’s lives in emerging economies
by enabling and promoting sustain-
able private sector investment at
the frontiers of economic develop-
ment. IFC itself is the world’s largest
multilateral investor in emerging
markets. 

Who We Are

IFC’s Private Enterprise Partnership
works to develop strong, self-sus-
taining economies in the former
Soviet Union that serve all levels of
society. Together with our donor
partners, we assist private compa-
nies and governments to:

• Attract private direct investment
to all areas of the economies,

• Stimulate the growth of small and
medium-sized enterprises, and 

• Improve the business enabling
environment.

Countries we serve: Armenia,
Azerbaijan, Belarus, Georgia,
Kazakhstan, Kyrgyz Republic,
Russia, Tajikistan, Ukraine, and
Uzbekistan.

We thank our donor partners for
making our programs possible. 
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Russian banks were brought up to date with the Revised Inter-
national Capital Adequacy Framework (Basel-II) at a series of IFC
seminars held in partnership with the Central Bank of the Russian
Federation. Follow-up initiatives will help regional banks to prepare
for launch of Basel-II in Russia.

Basel-II is a revision of the 1988 Framework on Capital Adequacy devised
by the Basel Committee on Banking Supervision, a multi-national working
group under the guidance of the Bank for International Settlements
(www.bis.org). To further strengthen the soundness and stability of the in-
ternational banking system, the new Framework establishes minimum levels
of capital for internationally
active banks and introduces
several significant innovations
regarding risk management
practices. 

The new document also em-
phasizes corporate governance
by setting up higher standards
of internal control in banks
and significantly increasing
the role of the Board and Ex-

R U S S I A

continued on page 6 Project seminar in Moscow
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""TThhee  ppaarrttnneerrsshhiipp  wwiitthh  PPEEPP  ccoommpplleemmeennttss  aanndd
ssttrreennggtthheennss  AAuussttrriiaa''ss  ssuuppppoorrtt  ffoorr  pprriivvaattee  sseeccttoorr
ddeevveellooppmmeenntt  iinn  EEaasstteerrnn  EEuurrooppee..""
Interview with Mr. Leander Treppel, Manager, External Economic Program,
the Ministry of Finance of Austria 

Austria recently joined the PEP program as a new donor partner, fund-
ing the Volga Automotive Project in Russia and the Vinnytsya Fruit
Supply Chain Development Project in Ukraine. What attracted Austria
to PEP program?

We have three main reasons for supporting PEP and its projects. 

In the first place, there is our economic, political and strategic interest in
the region. It is a truism that "geography is destiny". Over the centuries,
Austria has been deeply affected by developments, both positive and nega-
tive, in the regions East of its borders. Austria has profited more than any
other EU country from rapid economic growth in former Eastern Bloc
countries, and Austrian firms are among the most prominent foreign di-
rect investors in the region.

Secondly, we believe that development of private enterprise is the key
strategic variable for promoting sustainable economic growth. It is a fact
that official development aid has not always helped to speed up growth in
recipient countries. There is increasing realization that sustainable growth
depends on changes in institutions, attitudes and expectations - that deve-
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lopment is a bottom-up and not a top-
down process. A project becomes a success
when it gives ownership and empower-
ment to people, and not just to political
elites. Austria is convinced that develop-
ment of the private sector, particularly of
medium-sized firms, will result in just
such a mobilization from below.

Thirdly, PEP supports sectors in which
Austria has know-how and capacity, so
Austrian firms and experts have a good
chance of becoming usefully engaged in
PEP projects. Of course, the main point
of development aid is to help the recipi-

ent and not the donor. But Austrian firms and experts can act as
transmissions belts for the changes, which we hope to effect, and
their efforts are bound to be more sustained and targeted if they
have a stake in success of the venture. Austrian firms have out-
standing global competitive strengths in certain sectors and
Austrian investors have led the way into some parts of East Euro-
pean economies. These firms and investors can act as "anchors" for
joint efforts to promote private sector growth in the region.

What are the strategies and aims of the Vinnytsya Fruit Pro-
ject and Volga Automotive Project? 

Our role in the Vinnytsya Fruit Project is to help farmers in that
part of Ukraine to meet increasing demand for quality fruit sup-
plies to processing plants and at the same time to facilitate
improvements in the fruit supply chain. The project mentors farm-
ers on good business practices, use of modern technologies, access
to finance, etc. The farmers will obviously gain, but local small
business, employees and people living in the project area should
gain too. 

The point of the Volga Automotive Project in Russia is to improve
quality and production efficiency at the ZMZ vehicle engine fac-
tory, focusing on a new engine project. The project also aims to
strengthen Russian industry consulting capacity, giving sustainable
long-term impact and leveraging the demonstration effect of the
work for other factories in Russia.

What is Austria's approach to selecting projects for its devel-
opment assistance work? What are the main criteria for these
projects?

Austria has several programs and vehicles for development work,
depending on the kind of support we aim to provide. In the case of
PEP, the main coordinator on the Austrian side is the Ministry of
Finance (the Ministry).

The Ministry's external economic program aims at supporting the
development of the private sector, improving the business enabling
environment, building financial markets, promoting SMEs and lo-
cal business as well as stimulating private investments. In addition,
capacity building and developing of supply (value) chains through
innovative approaches is an important part of our assistance pro-
gram. To achieve this goal the Ministry is cooperating with a
number of partners including EBRD, World Bank, MIGA and
IFC. We have been cooperating with IFC for a number of years in
Southeast Europe - especially in the Balkan countries. The part-
nership with PEP has become increasingly important for our
external economic program as it complements and strengthens
Austria's support for private sector development in Eastern Eu-
rope. 

The main criteria for our projects are their potential for business
development, with emphasis on socially responsibility and respect
for the environment, and we seek linkages with current or poten-

tial future Austrian investments, which could support sus-
tainable business development in the target region. 

What countries and sectors are a priority?

The countries most relevant to us are those in the West-
ern Balkans and the so-called Slavic successor states of the
former Soviet Union. Russia and Ukraine are our most
important economic partners in the region and will re-
main so. Austria has recently mandated a business
opportunities study to help upgrade economic coopera-
tion with Ukraine, but Austria has historic and cultural
ties with all the countries in the region, as reflected in our
foreign and economic policy.

Our development assistance focuses on a variety of sec-
tors. We are keen on energy efficiency and alternative
energy projects, as well as environmental technology.
Other priority sectors include water/sewerage and waste
management, food and agro-industry, and IT. 

Mr. Treppel, you attended the launch ceremony of
the Vinnytsya Fruit Project. Was it your first visit to
Ukraine? What are your impressions?

My visit to Vinnytsya was indeed my first visit to Ukraine.
It was a fascinating and revealing trip. Field missions are
what I like most about my job, because they give immedi-
ate insights into underlying strengths and weaknesses of
any project. Before going to Vinnytsya, I had a chance to
see the region and its agro-industrial potential, but the ul-
timate experience was the project area itself. I was struck
by the huge untapped potential in agriculture. Speaking
to farmers and local business gave me a real impression of
the constraints of doing business in the region, and how
old-fashioned farming practices or lack of access to fi-
nance make it almost impossible to turn a traditional farm
into an efficient business. I was also impressed by the
keenness of some farmers to become genuine entrepre-
neurs, despite all the uncertainties and risks involved.
This gave me a clear view of the value added, which our
partnership with PEP can offer. 

The commitment and devotion of PEP staff working on
the project also made a great impression on me. It was
heartening to see an experienced and highly-motivated
team coping with difficult circumstances. Once again, the
IFC PEP has proven its ability to attract outstanding pro-
fessionals to make projects a success.

Do you plan further cooperation with the IFC Part-
nership? 

Projects to date convince us that PEP is a valuable instru-
ment for our external economic program and we certainly
want to continue our cooperation. PEP has successfully
developed a number of unique technical assistance (TA)
project models, which didn't previously exist in the mar-
ket and which constitute best practice. In our cooperation
with PEP, we have benefited from the formidable link be-
tween TA and investment where the TA product was
developed and tailored in order to secure and sustain the
investment. 

IFC's ability to adjust to market conditions, its local pres-
ence and experience, and its capacity to ensure the best
combination of TA with investments are what makes IFC
highly attractive to us. We are currently analyzing further
PEP projects and hope to extend our list of cooperation
projects soon. 

Mr. Leander Treppel

Manager, External
Economic Program,
the Ministry of Finance
of Austria
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A two-year project launched in No-
vember 2005 is helping fruit farms in
central Ukraine to take advantage of
new opportunities, created by expan-
sion of the local agro-processing
industry. 

The Vinnytsya Fruit Supply Chain
Development Project is a partnership
between IFC and the Austrian Min-
istry of Finance, and is IFC's first
major technical assistance initiative
with Austria in Ukraine. 

The project is centered on the Aus-
trian-Ukrainian fruit processing
venture Podilljaobst, one of the
biggest fruit processors in the coun-
try. Podilljaobst, which is based in
Vinnytsya region, wants to increase
its production by doubling purchases
of four priority crops - strawberries,
raspberries, sour cherries and apples
- from local farms.

IFC experts identify promising farms,
support their management and tech-
nical skills, and help to prepare and
implement new business plans.  Ex-
perience gained from work with pilot
farms is made available to the broader
sector through consultations, training
seminars, and practical demonstra-
tions.

The overall objective of the project is
to develop competent business part-
ners in the Ukrainian farming sector,
and enable them to participate suc-
cessfully in the competitive market
economy. Farmers are generally keen
to make this progress, but have been
hindered by outdated skills and equip-
ment and little or no access to capital.

Dr. Leander Treppel of the Federal
Ministry of Finance of Austria, who
was Guest of Honor at the launch
ceremony in Vinnytsya, said: "The

project, which we are financing,
should help to tie Ukrainian produc-
ers of high-quality agroproducts more
firmly and reliably to the interna-
tional economy, and thus help them
survive in the face of international
competition which has become espe-
cially acute in the agro-food sector." 

A new three-year project will help dairy
farmers in the Vinnytsya region of
Ukraine to become efficient suppliers to
the country's milk processing industry.

The Vinnytsya Dairy Supply Chain De-
velopment Project was officially
launched in December 2005 in the pres-
ence of the Swedish Ambassador to
Ukraine, John-Christer Ahlander, and
the Governor of Vinnytsya Oblast, Olek-
sandr Dombrovsky. The project is a
partnership between IFC and the
Swedish International Development

Cooperation Agency
(Sida).

Local companies
Loostdorf (the lead-
ing producer of UHT
milk in Ukraine),
Western Milk Group,
and Cheese Club all
plan new processing
plants in Vinnytsya,
creating additional de-
mand for high-quality
milk. The project will
use momentum cre-
ated by these new
investments to help

small farmers improve management, ac-
cess credit, and increase production.
Over 70 dairy farms and 10,000 house-
hold milk producers are candidates for
project help.

The concept of a farm as a business is
relatively new in Vinnytsya. Many farms
that want to modernize and grow their
operations lack ability to plan and im-
plement the required investments. Poor
linkages between farms, processors,
banks and input suppliers, further re-
duces the efficiency of the supply chain.

These problems need to be overcome
in order to create productive, high qual-
ity supply chains.

The project identifies pilot farms and
households on the basis of their willing-
ness and capacity to accept changes
proposed by the project.  These pilots
receive expert help to develop manage-
ment and technical skills, and resulting
achievements serve as examples to other
farms and households, spreading posi-
tive impact to the wider farming sector. 

At the project launch ceremony Ambas-
sador Ahlander praised the IFC initiative
and said that Sweden's well-developed
milk sector makes his country a natural
partner in the Project.

"Ukraine is a priority for Swedish coop-
eration. It is our hope that the Swedish
contribution to the agricultural sector
in Ukraine will also contribute to cre-
ation of an efficient market economy
and the social well-being of all Ukrain-
ian citizens engaged in this sector. We
are convinced that prosperity and
democracy are two sides of the same
coin," the Ambassador said.

The Swedish Ambassador to Ukraine John-Christer Ahlander receives
a traditional welcome to Illintsy Rayon from the rayon administration head,
Vladimir Nikolaevich Anikeenko

AAuussttrriiaa  aanndd  IIFFCC  SSttaarrtt  CCooooppeerraattiioonn  iinn  UUkkrraaiinnee
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IFC's Private Enterprise Partnership
is implementing programs in four
core areas:

1. Improving the regulatory frame-
work for small and medium-sized
businesses (SMEs);

2. Building business partnerships be-
tween small and large companies;

3. Developing financial markets;

4. Improving corporate governance
practices and regulations.

In the previous two issues of the Part-
nership Perspective we reviewed in
detail our SME and business partner-
ship programs. In this issue we are
focusing on our work to improve cor-
porate governance.

TThhee  CChhaalllleennggee
Experience from around the world
shows that good corporate gover-
nance helps enterprises attract capital,
strengthen their operations, and re-
duce conflicts between shareholders
and management. Implementing and
enforcing sound corporate gover-
nance systems and practices is
essential as the economies and com-
panies of the countries of Eastern
Europe and Central Asia work to
build investor confidence, strive to
revitalize production, and further
market reforms.

IIFFCC''ss  SSoolluuttiioonn
IFC is committed to improving cor-
porate governance as a way to
promote sustainable private sector
investment in emerging markets. IFC
operates at many levels. We work
with our investment clients individu-
ally to help them improve their
corporate governance practices. We
implement large-scale donor-funded
technical assistance projects to build
transparent and well-managed busi-
nesses and strengthen investor
confidence. We play a leading role in
the global policy dialogue on corpo-
rate governance, through
international gathering such as the
OECD Roundtables and the Global
Corporate Governance Forum. 

With donor support, IFC works with

companies, banks, and governments
in the countries of Eastern Europe
and Central Asia to help them de-
velop sound corporate governance
practices, increase transparency, and
improve the regulatory framework.
Specifically, we:

Train and advise managers, direc-
tors and shareholders of companies
and banks on a range of corporate
governance issues, such as improv-
ing corporate structures, issuing
shares, and conducting sharehold-
ers' meetings.

Select companies and banks that
are most committed to improving
their corporate governance prac-
tices and work side-by-side with
them to revise their corporate doc-
uments, improve their board
practices, and develop more trans-
parent financial reporting.

Develop techniques to help banks
assess their clients' corporate gov-
ernance practices when making
lending decisions.

Develop model documents, such
as charters and by-laws, for use by
local companies and banks.

Facilitate links with potential in-
vestors.

To strengthen the overall environ-
ment for corporate governance, we
also:

Develop specific policy recom-
mendations and advise national
governments on improving corpo-
rate governance regulations,
including the development and
adoption of national corporate
governance codes.

Work with local NGOs, such as
institutes of directors and banking
associations, to increase their abil-
ity to advocate for further
corporate governance reforms.

Develop and deliver corporate
governance course materials to
university professors to ensure
that future managers and lawyers
understand the importance of good
corporate governance and have
the skills to practice it.

Educate the public about their
rights as shareholders and about
the work of modern corporations
through our own specialized pub-
lications and through the national
and regional mass media.

Conduct surveys of corporate gov-
ernance practices.

TThhee  RReessuulltt
IFC's corporate governance programs
have strengthened national laws and
regulations and improved the corpo-
rate governance practices of
companies and banks over the last
few years. For example, IFC has:

Strengthened Corporate Legislation and
Implementation 

In Russia, IFC advised senior policy
makers on seven laws and regulations.
To strengthen the implementation of
corporate governance requirements,
IFC trained Russia's major stock ex-
changes, Moscow Interbank Currency
Exchange (MICEX) and Russia Trad-
ing System (RTS), on exercising their
role as quasi-regulatory bodies in im-
proving the corporate governance
practices of companies listed on their
exchanges. Both stock exchanges have
since tightened their listing require-
ments, by requiring top-tier listed
companies to confirm their compli-
ance with recommendations
contained in the national corporate
governance code. 

In Ukraine, IFC helped draft and ad-
vocate the adoption of a national
corporate governance code, which
was approved by the Securities Com-
mission in December 2003. The code
provides guidelines for companies on
implementing recommended corpo-
rate governance practices before an
adequate corporate law is adopted. 

In Armenia, Azerbaijan, Georgia,
Russia, and Ukraine, IFC advised
governments on over 60 pieces of
legislation or regulations affecting
corporate governance on topics rang-
ing from issuing additional shares to
information disclosure and report-
ing.

IImmpprroovviinngg  CCoorrppoorraattee  GGoovveerrnnaannccee
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IFC’s corporate governance technical
assistance clients in Russia and
Ukraine have received over 400 mil-
lion USD of investment, including
over 85 million USD from IFC itself.

Improved Local Skills

IFC has provided consultations and
has held seminars on corporate gov-
ernance for over 7,000 companies
and banks in Armenia, Azerbaijan,
Georgia, Russia, and Ukraine. These
companies range from major corpo-
rations in the banking, forestry,
telecommunications, and chemical
sectors to small and mid-sized manu-
facturers, food processors, and
construction companies.

To ensure that future managers and
lawyers have the skills to practice
good corporate governance, IFC has
trained professors and introduced
corporate governance topics to the
curricula of over 75 universities in
the above-mentioned countries.
These universities now teach thou-
sands of students each year about
corporate governance.

Facilitated Investment

In Russia and Ukraine we have pro-
vided targeted, in-depth assistance on
corporate governance to over 100 en-

terprises. Many of these enterprises
have reported significant benefits fol-
lowing improvements in their
corporate governance, including an
ability to attract financing, find part-
ners, and initiate negotiations with
investors, including IFC. To date,

The recent and dramatic changes in
Ukraine's political landscape have re-
sulted in renewed interest from
potential foreign investors. 

Ukrainian bankers understand that in
order to build investor confidence and
attract foreign capital, their banks
must comply with best international
practices. Foreign investors expect to
encounter familiar procedures, mature
risk management, proper disclosure
and solid governance structures. 

IFC's Ukraine Banking Corporate
Governance Project provides banks
with assistance to strengthen their
corporate governance. The project
delivers public seminars on corporate
governance for local banks, and pro-
vides tailored assistance on a
pay-for-services basis. This includes
workshops, review of internal prac-
tices, and consultations on specific
issues. Banks which demonstrate com-
mitment to improving their corporate
governance can participate in a pilot
program to receive tailored assistance. 

The first two banks selected for the
pilot program are Megabank and TAS-
Kommerzbank. Over the past year,
project specialists have conducted a
detailed assessment of each bank, re-
viewing corporate documents and
conducting interviews with board
members, senior executives and key
shareholders. The results were sum-
marized in assessment reports provided
to each bank. 

Based on IFC's recommendations,
Megabank, a regional bank based in
Kharkiv and one of Ukraine's top 40
commercial banks, has appointed two
independent directors, created an au-
dit committee, changed the
composition of its supervisory board,
and made changes to corporate docu-
ments. 

Kyiv-based TAS-Komerzbank is one
of Ukraine's top 20 banks, and the
first bank in Ukraine to disclose its
beneficial owners. TAS has committed
itself to appointing two independent
directors to its supervisory board in

the first half of 2006. It has changed
the composition of this board, changed
the membership and working prac-
tices of its executive committees and
has appointed a corporate secretary.

After thus proving their commitment
to change, these banks were recently
selected to receive additional in-depth
assistance through the project's pilot
program. 

Mykola Vinogradov, Head of the Su-
pervisory Board of TAS-Komerzbank,
praised the objectives of the project
and its pilot program: "My bank ex-
pects that implementing best practices
in corporate governance will help us
take a leading position in the banking
sector; increase our market value, sta-
bility, and reputation, obtain better
access to international capital markets,
and attract the interest of potential in-
vestors."

This project is run in cooperation with
the Swiss State Secretariat for Eco-
nomic Affairs (seco).

IIFFCC  HHeellppss  UUkkrraaiinniiaann  BBaannkkss  IInnttrroodduuccee  BBeesstt  CCoorrppoorraattee  GGoovveerrnnaannccee  PPrraaccttiicceess

U K R A I N E



ecutive committee. To strengthen mar-
ket discipline, Basel-II requires greater
transparency regarding disclosure of
risk assessment processes, major risk
exposures, and their impact on capital
adequacy.

Most industry observers agree that
Basel-II will become the new standard
for all bank businesses and institu-
tions, and those which take proactive
steps to improve their internal systems
and practices will gain competitive ad-
vantages. The Central Bank of the
Russian Federation (The Bank of Rus-
sia) is planning to introduce Basel-II
in Russia in 2008-2009. 

To familiarize Russian banks with the
soon-to-be introduced regulations,
IFC's Russia Banking Corporate Gov-
ernance Project held three one-day
seminars for bankers in the Central,
Southern and Volga Regions of Rus-
sia. The seminars were attended by
nearly 250 bankers from 95 banks and
by 30 officials from the Bank of Rus-
sia. The project also invited Dr. Harry
Stordel, Director of Risk Manage-
ment in Credit Suisse Group, to share

the practical experience of Swiss banks
in implementing Basel-II. Dr. Stordel
is well placed to discuss this topic, as
he was a member of the national work-
ing group on implementing the new
Framework in Switzerland.

The Bank of Russia gave its full sup-
port to the IFC initiative and used the
seminars to present its official policy
on Basel-II. Such direct public-private
dialogue on future policy represents a
new departure by the Bank of Russia.

The IFC seminars have resulted in
numerous Basel-II initiatives in the
Russian banking sector. The Bank of
Russia has established working groups
on implementation of Basel-II in Rus-
sia, and banking associations organized
a series of follow-up seminars. Several
studies by industry experts have also
appeared in major professional bank-
ing editions.

The project has experienced on-going
demand for consultations on Basel-II
issues in general and operational risks
in particular, and is currently organiz-
ing a public seminar on this topic in
cooperation with external experts.
Through individual consultations, the
project is currently helping bankers
prepare for implementation and groom
Basel-II specialists within their own
organizations.

AA  BBrrooaaddeerr  VViieeww

The IFC's Russia Banking Sector Corporate

Governance Project (www.ifc.org/rbcg),

funded by the State Secretariat for Economic

Affairs of Switzerland (seco), aims to

strengthen the Russian banking system by

improving the corporate governance practices

of banks.  The project also encourages public-

private sector dialogue between regulatory

agencies and other stakeholders in the bank-

ing sector, and supports non-governmental

business organizations involved in the bank-

ing sector.

To date, the project has intensively worked

with 17 banks and provided 17 seminars to

over 760 participants from 250 banks. Five

banks participate in a comprehensive corpo-

rate governance improvement program.
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Ukrainian entrepreneurs have
long pointed to the outdated per-
mit system as a major obstacle to
running a business. With the as-
sistance of IFC, the Ukrainian
Fire Service has eliminated
mandatory permit requirements
for 90% of SMEs. This is a key
step in implementing the recently-
adopted Permits Law, which
drastically simplifies the business
permit system in Ukraine. Elimi-
nation of fire permits alone will
result in 34 million USD  in sav-
ings for Ukraine's small
businesses.

Until 2006, every enterprise in
Ukraine was required to obtain an

operating permit from the Fire Ser-
vice before it could launch
operations. This situation is not typ-
ical for European countries, where
operating permits are only issued to
enterprises that pose a potential fire
hazard. 

Obtaining fire permits was a costly
exercise for Ukrainian SMEs: ac-
cording to IFC's annual survey of
Ukrainian business, issuance of a fire
permit took over a month and cost
about 200 USD. This is twice the
average monthly salary in Ukraine.
To make matters worse, nearly all
these permits were issued on a tem-
porary basis. The Fire Service
conceded that most firms were not

able to meet all requirements - which
ran to thousands of pages of infor-
mation and were often severely
outdated. In consequence, entrepre-
neurs needed to renew these
temporary fire permits on an annual

"The fire permit put the start of our operations

on hold for seven weeks. We were all set to get

the business going, but had to wait as we gath-

ered up 40 different documents and signatures

required by fire safety regulations, and carried

out a series of out-of-date 'improvements'. I can

only wonder how such paperwork ensures fire

safety."

Focus-group participant



basis, while the Fire Service could
rely on a steady, though questionable,
source of revenue.

IFC's Ukraine SME Policy Project
has been working with the govern-
ment since 2004 to reform the entire
system of business permits, including
fire-safety, in order to bring Ukrain-
ian practice into line with
contemporary European models. IFC
recommended abolishing all permits
except those expressly required by
national law, and simplifying issuance
procedures for the latter. 

The IFC began its work on permit
reform with a nationwide media cam-
paign to highlight the difficulties
faced by entrepreneurs in obtaining
unnecessary operating permits. This
press campaign resulted in nearly 200
media appearances for the permits is-
sue in a span of 12 months, reaching
an average monthly audience of over
one million people. Popular national
TV news programs ran feature sto-
ries on permits, and the issue was
covered in-depth by some of the most
influential print publications in
Ukraine. 

Once the problem was clearly recog-
nized, IFC organized a series of

roundtables to develop solutions in
conjunction with key decision mak-
ers, private sector stakeholders and
permit-issuing agencies. As a result,
the President of Ukraine designated
adoption of the Law on the System
of Permits as a priority for the Ukrain-
ian Parliament. The Parliament
passed the Law in September 2005. 

The new Law, drafted in consultation
with IFC, reduces the number of

Ukraine's operating permits for busi-
ness from 1200 to less than 100,
streamlines issuance procedures, and
strictly limits rights of state agencies
and municipalities to create new per-
mits. 

The recent changes introduced by
the Fire Service with the assistance of
IFC are an example of the work state
agencies are conducting in order to
bring their practices in line with the
new Permits Law. The vast majority
(90%) of Ukrainian enterprises, which
pose no special fire risk, no longer
need to obtain fire-safety permits. In-
stead they simply state their
compliance with fire regulations by
filling out a declaration. Compliance
is monitored by regular inspections.
In this way the government can con-
centrate resources where they are
most required: buildings and activi-
ties posing a heightened safety risk,
as is done in European countries.

The abolition of the fire permit for
the majority of SMEs is expected to
bring 34 million USD in savings to
Ukraine's small business sector.

The Ukraine SME Policy Project is
funded by the European Commission.
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Irina Samarina, the owner of a small grocery in Vinnytsya region, has submitted her declaration
and will be able to start business within 10 days, without lines and hassle. "The form took only
an hour to fill out. I can't wait any longer to start my business - I've invested a lot in my shop
and cannot afford to stay idle."

Round table on the new Law on the System of Permits



A recent survey of Belarusian enter-
prises conducted by IFC's Belarus
Business Enabling Environment Pro-
ject revealed that 90% of respondents
view a lack of information as one of
the key barriers to private business de-
velopment in the country. The survey
also found that 70% of polled SMEs
have internet access, and nearly half of
SME managers browse the Internet
daily for business purposes. Based on
the survey results the project designed
a web portal as the most suitable and
cost-effective way of meeting SME in-
formation needs. 

BEL.BIZ is an extensive Russian-lan-
guage internet portal, designed to make
life easier for small business in Belarus.
It provides up-to-date legal and regu-
latory information and practical advice
on creating, financing and operating a
business. The portal also holds forums
and runs a large-scale Q&A service
with the help of 60 partners including
government institutions, business asso-
ciations, law and consulting companies,
banks and mass media. 

BEL.BIZ has been an instant success
with Belarusian entrepreneurs. Since
its launch on 31 May, 2005, the portal
has registered more than 110,000
unique visitors and the daily audience
is about 1,300 visitors (as of March

2006). Project experts and partners
have responded to over 1,400 ques-
tions about doing business in Belarus
via the site’s Q&A service. According
to data obtained through IFC's latest
SME survey, over half of all Belarusian
entrepreneurs with internet access
know of BEL.BIZ, and 25% of entre-
preneurs state that they use the web
portal regularly for business purposes.

The project team, who have worked
hard to make BEL.BIZ a success, were
rewarded when the site won the recog-
nition of the international jury of
Belarus's "Brand of the Year 2005"
competition. Sixty five leading interna-

tional and Belarusian brands partici-
pated in this professional competition,
including brands such as Coca Cola,
McDonald's, the Russian cellular giant
MTS, TV maker Horizont, and the
Belarus refrigerator manufacturer At-
lant. The jury recognized BEL.BIZ
the best internet project of the year,
proving the portal's sustainability as a
brand.

The Belarus Business Enabling Envi-
ronment Project is funded by the
Swedish International Development
Cooperation Agency (Sida).

BBEELL..BBIIZZ  HHeellppss  ttoo  SSttaarrtt  aa  BBuussiinneessss

Inna Titenkova from the Belarusian city of Orsha is just one of 110,000 BEL.BIZ users who have re-

ceived assistance through the portal. Inna had dreamt of opening a video production studio, but was

hesitant about taking the plunge in such a difficult business environment. She also lacked management

skills and knowledge of relevant legislation. She had not been able to obtain necessary information

from the city administration, where her enquiries had been met with indifference. An acquaintance rec-

ommended that Inna consult BEL.BIZ, which provides free expert advice to entrepreneurs.

Today Inna is running a video studio, and she is grateful to BEL.BIZ for providing knowledge on how to

start and run a business. "I have garnered more information and confidence. The legal updates are par-

ticularly useful. The decision to start up a business was a difficult one for me but now I know that I

can always turn to BEL.BIZ for help." 
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