CNCP Progress Conference – Kazakhstan, Ukraine, Uzbekistan in Alushta
CNCP Manager Greg Kaser opened the session by outlining the main goals of the conference in Alushta, Ukraine from 23-26 May 2006, which include the exchange of experience and planning for future development. Ivan Neklyudov, Director of Kharkov Institute of Physics Technology, which hosted the conference, gave an introductory speech. Using the Kharkov Institute as an example he demonstrated the importance of CNCP’s objectives in employing former nuclear specialists. For example, the number of staff at the institute has decreased from 6,000 people at the beginning of the 1990s to 2,500 specialists today. 

Trevor Hayward, CNCP Director, spoke about the Global Partnership and CNCP’s role in this partnership. He informed the Conference that it is now planned to expand the programme to Georgia and Armenia. He noted that the Programme mainly operates in Russia, since there are more fissile materials, equipment and specialists in Russia compared to other СIS countries. As it is planned to make about 12,000 employees redundant in the nuclear complex over the coming years, CNCP and similar programmes face a major challenge.

CNCP Programme Leader Patrick Gray spoke to delegates about the modular approach to programme implementation, with the first module comprising nuclear projects (Jonathan Perks is responsible for this module), the second being related to creation of non-nuclear production (Christophe Trontin), and the third being devoted to training (Chris Bailey). The next event planned is a seminar on new funding mechanisms (e.g. loans, financing interest on bank loans). Other approaches taken by the Programme involve the replication of successful projects from other cities and institutes, and initial market research.
New methods successfully used by the Programme include:

· the replication of promising projects in other cities and institutes; 

· market research, carried out by specialists from the institutes; 

· joint work with partners (such as STCU and ISTC, etc); 

· using the experience of international development centres by establishing special project commercialisation groups in the institutes. 

Patrick suggested organising a workshop on intellectual property protection as a partnership event. He added that while CNCP experts used to wait for project proposals to come in from the institutes, in the future they will start suggesting new projects. Then, depending on the interest shown by beneficiaries, they will decide which to support.
The report of CNCP’s training specialist Chris Bailey was devoted to the four main areas: business education courses under the LINK Institute, practical consulting provided by the programme experts, exchanging ideas with other entrepreneurs, and addressing motivation and management issues. Under CNCP, LINK courses in management were organised in Almaty, Tashkent, Kurchatov and Kharkov. In addition, training in international accounting standards was held in Ukraine and project management training in Kazakhstan. $115,000 was spent in this area. CNCP organised English courses at De Montfort University, with the main focus on negotiation and presentation. 
Future plans include new English courses for entrepreneurs at the University of Birmingham, the continuation of training at De Montfort University and LINK courses, consulting on grant projects, topical study tours, and English courses in the cities. 

In his presentation, Jonathan Perks, responsible for the nuclear technologies module, paid special attention to the structure and the analysis of risks, related to equipment reliability, health and safety, management, prices, supplies, clients, competitors, changes in legislation, registration and certification. These risks should be taken into consideration when a commercial project is planned and measures for risk mitigation should be foreseen, he said.  

Christophe Trontin spoke about non-nuclear projects. Statistics show that 45% of problems encountered at project implementation are administrative or legal, while 25% are related to personnel, 22% to finance and 10% to sales. CNCP can provide assistance during project implementation, as well as when bringing new products to market and promoting manufactured goods. In particular, this assistance can be given through topical seminars on sales and distribution (for example role plays, discussion of practical examples, and experience exchange), through use of local consultants, and the setting up of a hotline.

Ivan Neklyudov opened the next session by describing the cooperation between KIPT and CNCP. This began in 2004 and is already leading to tangible outcomes. For the Kharkov Institute this cooperation has opened a new area of commercialisation. As Vice President of the Ukrainian Academy of Science he has confirmed the support of the Academy for continue working with CNCP. 

Konstantin Kovtun made a presentation on the project to produce beryllium foil, being implemented by KIPT under CNCP. R&D activity was launched at the institute 40 years ago. In particular, thin beryllium foils are used as windows in ionizing radiation detectors. It is planned to create 22 jobs, including 13 for former nuclear specialists. Total project funding is £216,404, with CNCP providing £166,404. Based on the most pessimistic forecasts, output by the end of 2008 will reach 11,000 units, with annual revenue reaching £130,000. The market capacity (not including the USA) is estimated at a million dollars. The speaker mentioned that CNCP helped research the market thoroughly and identify new niches for foil production and radiation detectors. A delay in funding was brought up as a problem, which resulted in incomplete market research. The main project risks are related to potential changes in the legislature, insurance, and lack of experience of working with clients and competitors. The American company Brush Willman is the largest manufacturer in this market. The company representatives wanted to purchase a pilot batch of foils, but then declined, as they were able to buy foil seven times cheaper from old reserves in Kazakhstan, which were formed with foil initially produced at KIPT.

The managers of the projects implemented in Kharkov under the programme then presented detailed status reports and the perspectives of their projects. These projects include the manufacture of thin beryllium foils and recycling of used automobile tyres. There was also a presentation of a number of training programmes organised by CNCP for Kharkov Institute employees. 

Vladimir Golota presented his project on the recycling of used automobile tyres. Tyres are made of 80% rubber, 5% fibre and 15% metal cord. The project is of great environmental benefit, since the tyres are recycled, the main product being rubber crumbs. These can then be used to make rubber goods, which, given the price increase in petrochemicals, has a promising market. The price for manufactured rubber crumbs reaches about $150 per ton. In Year 5 of the project revenues are expected to reach $1.3 million, with profits reaching $600,000. Production will lead to the creation 18 new jobs. Finding new premises brings about two challenges, selecting a location for the new production unit, and a stand-alone operation without the Kharkov Institute.
Alexander Ovcharov talked about training received by the Kharkov Physical Technological Institute under CNCP’s educational programme. The five training sessions included Business English courses in the University of De Montfort, a study-tour to Oxfordshire, business training on the LINK programme (first-year level leading to a certificate, and a second-year diploma level), and international accounting courses. The presentation was followed by a film on LINK.

At the end of the first day the main outcomes were discussed. Mark Allington backed Patrick’s suggestion of establishing marketing and commercialization groups within the institutes. KIPT’s Director promised that the Institute will provide accommodation to the companies implementing two CNCP projects on a paid-for basis. The newly created companies will be financially independent. Zhumabek Omarov pointed out that they use a different approach in Kurchatov (Kazakhstan), keeping and developing new projects within the Institute, or in the Nuclear Technologies Park. He also brought up the idea of developing cooperation between institutes. Kazakhstan has funding resources for the commercialization of nuclear technologies, but it lacks ideas. Ivan Neklyudov emphasized the great impact CNCP had on KIPT and how much they learnt from the programme concerning the commercialization of science. Initially, when the first project proposals were gathered, there was no clear understanding of the requirements, and as a result, CNCP only supported two projects, implementing when it became obvious what commercialization involved. Research has shown that fundamental science has little demand in the marketplace, so it is necessary to look for and initiate the R&D needed for people and companies.

The next day, the Acting Director of the Institute of Nuclear Physics in Almaty, Kazakhstan Adil Teleushev reported on the Institute’s status and on the scientific sphere in Kazakhstan in general. The Institute’s background is a typical example of survival in a dramatically changed social and economic situation. 

Before 1997, INP was fully supported by the government, after which funding was then reduced. The enterprise sank into debt and was on the threshold of bankruptcy. The number of employees dropped sharply from 900 to 350, and the institute faced problems with electricity and heat supply, and regular payment of salaries. The former management was unable to cope with the problems and decided to leave. The new director addressed the most active specialists, who were involved in small business activities, appealing for their help in maintaining the institute, or face a situation where everybody would lose their jobs and family incomes. 

INP had to start diversifying. The new management team began taking commercial orders, promoting the brand in the market and attracting governmental orders. That process took several years. In 2000 90% of INP’s revenues came from commercial projects. In 2005, after much hard effort and negotiation, the Institute managed to get government orders, making up 70% of its budget. In 2006 the budget was 10 million US dollars, which was a great achievement for a scientific organisation in Kazakhstan. Government support of nuclear and radiation technologies helped start the development of large projects. Government investment was used to establish a research complex based on a heavy ion accelerator in Astana, a Centre of Nuclear Medicine in Almaty, and a complex of radiation technologies at the Park of Nuclear Technologies in Kurchatov. 

Presently the Institute is developing both fundamental and applied areas, such as environmental monitoring, the manufacture of radiopharmaceuticals, radiation sources, and radiation technologies.
Topical study tours organised by CNCP and the International Atomic Energy Agency proved very beneficial for the Institute, as they helped eliminate potential mistakes. Drawbacks in CNCP work included delays in project documentation and funding, which resulted in projects lagging behind the implementation schedule, quality degradation, a loss of a valuable position in the market, and decrease of market research relevance. INP suggested that CNCP should be added to the list of international entities, which get tax benefits, and should be able to sign contracts directly with INP. A CNCP office could be opened in Kazakhstan.

Responding to the suggestions made by INP management, Patrick Gray said that he thought relations between the Institute and the programme should be modelled along similar lines to those with the International Development Centres in Snezhinsk and Zheleznogorsk in Russia. He also said that government-to-government agreement was essential for successful Programme implementation in any country. 

A comprehensive presentation was then made on the projects implemented by INP under CNCP, including the manufacture of hydro-gel bandages, the establishment of the neutron-activation analysis laboratory, and production of sealed radio-nuclide sources.
Representatives from Kazakh spoke about the systematic approach taken in governmental support of advanced technologies, targeting a list of 50 countries forecast to be the most developed within 50 years. The nuclear Industry is one of the six selected for national development. As far as education planning is concerned, they are very up-to-date, with 200 specialists being trained exclusively for the Centre of Nuclear Medicine.
Sergey Chukalov, the manager of the hydro-gel bandages project, talked about project implementation. The specialists involved in the project initially thought that production costs would reach $0.35, with the retail price being set at $1.2. The results of the market study showed that the manufacturer could sell the products at $2.3, which is considerably lower than foreign competitors, at $8. A number of activities are planned under the promotion campaign. These include creating an association of doctors supporting the use of hydro-gel bandages; an active campaign to publish information explaining their advantages; advertising the product in the mass media; and developing relationships with different clinics. About $214,000 is budgeted for promotional activities. The business plan developed with CNCP’s support demonstrated that project implementation would require investment to the value of $330,000, with the break-even point reached with an output of 153,000 pieces a year. According to market research, setting the price at $2.3 would result in mass sales. A higher price would essentially reduce demand. 
Vladimir Kashirskiy presented a project on the introduction of neutron-activation analysis, which would lead to the creation of 20 new jobs. Capacity would be between 50,000 and 60,000 tests per year, with the market price for this type of service varying from $15 to $140. The cost of establishing the centre would be $160-300,000, with annual revenue estimated at $600,000, and profits $300-400,000.
The next speaker, Evgeny Ermakov, spoke about a project to manufacture radionuclide sources. The products will be used in medical institutions, in oil, gas and other industries, in scientific entities and at customs. Ir-92 (most widely), Co-60 and Sr-124 are used for x-ray-fluorescent analysis. It is expected that the break-even point will be reached in 2007, with annual production output being 32 sources per year. The overall project cost is £64,000.
Nurzhan Chubayev spoke about the training programme organised for INP specialists by CNCP. He noted that many top managers attended the training and considered it extremely useful; most of those who participated in the educational initiative held by CNCP went on to progress up the career ladder.  

The next session was devoted to the UK-Russia Closed Nuclear Cities Partnership and was opened by the CNCP Coordinator from Rosatom, Vladimir Sterekhov. He talked about the main principles of the Global Partnership in his report, and compared the CNCP programme with a fire-fighting approach, emphasizing that the programme is not targeted at teaching, but is rather designed to solve employment problems for former nuclear employees. Unlike Russia, Kazakhstan, Ukraine and Uzbekistan face safety problems in their nuclear facilities, including the security of nuclear materials and disposal of radio-active wastes. There are two major issues for Russia in the Programme: the creation of new jobs in civilian enterprises, and reemployment of redundant nuclear weapons specialists. 

The British side approved funding for several projects to the value of about £11 million, with Russian bodies contributing a similar amount of co-investment to the table. Vladimir Sterekhov mentioned that the Programme operates under certain rules of the Global Partnership and encouraged his audience to study the constitution closely, reinforcing the point that there is no mention of funding research, only commercialisation activities.
Vladimir Sterekhov said that adjustments were needed to make most effective use of the Programme: CNCP should not be viewed as just a funding source for life, rather as a mechanism that helps establish the manufacture of non military products. It is important to understand the role of the British experts, who are tasked to defend projects at the coordination committee in Great Britain, and to understand how the committee makes decisions. Vladimir also suggested that the conference participants should be actively adopting IDC’s and BDA’s experience. 
Yuri Rumiantsev, Director of IDC-Snezhinsk, outlined activities under CNCP, including primary consulting, assistance in document preparation, organisation of expert and auditor visits, monitoring of projects, and participation in expert project analysis. IDC made a great input to the development of new forms of funding. The first seminar where the Programme’s opportunities were discussed was held at the Urals and was organized by the IDC. The Centre was established with the support of the Russian authorities and the American programme, similar to CNCP. The Board of Directors is half-American and half-Russian, and includes the senior management of VNIITF, the city administration of Snezhinsk, the Chelyabinsk regional administration, Rosatom, and the VNIITF-Conversia Company. At the first stage, the USA funded the training and special preparation of the IDC’s staff, with a similar approach being used for BDA-Seversk, funded through the British initiative. 
Vladimir Sterekhov emphasized that Rosatom only creates the conditions that enable the Programme to operate, and controls its activities, whereas the actual implementation is carried out by private managing companies, which have considerable experience of commercialization and training. 
Yuri Rumyantsev then talked about job creation. The project cost £120,000, and eight new jobs were created as a result, six of them filled by former nuclear specialists. The funding was used to procure a portable laboratory, training and licensing.
The session on May 25 started with a brief overview of the previous day, presented by Greg Kaser.
CNCP expert Mark Allington spoke of his area of expertise, assistance in finding partners to implement joint projects. British companies mainly act as partners in such projects. The Sarov Company that manufactures lifting devices for handicapped people was given as an example. Mark showed interaction schemes at such cooperation, pointing out the advantages for each side. Although the issues were quite complicated, he promised that he and his team of CNCP experts would make the follow-on projects simpler and quicker to implement. 
Sergey Klykov, CNCP project manager, spoke about the assistance the Programme provides to economic development, illustrating his presentation with examples in this area, in particular the establishment of the Business Development Agency in Seversk. The speaker drew the audience’s attention to the fact that there is a wide range of CNCP support, including grants, training and partnership, that goes to address economic development. CNCP shows governmental institutions how to earn money on their own under market conditions. This assistance provides more substantial input than short-term financial support for research. 

During the session devoted to Programme implementation in Uzbekistan, the representative of the Nuclear Physics Institute in Tashkent spoke about cooperation with STCU and CNCP, as well as about problems faced by the Institute. This was followed by Ilkham Sadykov talking about the cooperation between INP and CNCP. The Institute currently employs 634 people, including 160 scientists.  
DTI plans to provide £240,250 under the Programme to implement projects, which will result in the creation of 60 new jobs, 47 of which will be taken by former weapon scientists. Each project was presented in detail, in addition to which the Institute presented three new projects for CNCP consideration: Palladium extraction from used catalysts; Production of biological fertilizers; and Manufacture of radioisotope Co-60.
Ilkham also talked about the seminars planned at the institute, a presentation about CNCP and the main project requirements. The main aim of this activity is to generate specialists’ interest and help them put together more high-quality project proposals. The next speaker, Rashid Khaidarov, presented his project on water treatment. He mentioned that their market research helped them obtain better information about consumers compared to the data they had before. 3,000 people were surveyed. The market capacity was estimated at £23 million, with the potential increase in output of the newly created company £1.5 million per year. Despite funding delays, the team will attempt to keep to the schedule of the existing plan. Elvira Ibragimova made a presentation on the precious stone coloration project. Its implementation created 30 new jobs, including 17 for former nuclear scientists. It is hoped to take 5-10% of the world market. Market research shows that the price for stones which have undergone radiological coloration increases by 10-70 times. Anticipated profits should reach the predicted level of 15-30%.

During the market study INP also found new customers, and has already signed several tentative agreements. The importance of this work lies in the successful implementation of nuclear R&D. Another representative of INP, Serik Egamediev, told the audience about establishment of radio source production based on Co-57. Many foreign companies, engaged in the manufacture of devices for x-ray-fluorescent analysis and similar goods, have already shown an interest in the product, although it is planned to sell the major part of its output in Uzbekistan. There is a great demand for this product due to the difficulty of importing radio-active substances into Uzbekistan, which means many enterprises and institutes cannot buy the equipment they require for non-destructive analysis.
The next series of reports was devoted to the City of Kurchatov in Kazakhstan. Back in Soviet times the city had a population of 40,000, now down to 10,000. The government plans to revive the city and its nuclear industry for civilian purposes by creating a Park of Nuclear Technologies in Kurchatov. CNCP is already working with the National Nuclear Centre located in the city. Thanks to programme funding, three projects are underway, focussing on X-ray diagnostics, the technology of gas-dynamic pipe cleaning, neutron capture therapy, and personnel training. New technologies planned for development in the Park of Nuclear Technologies were presented in the conference. Zhumabek Omarov reported on the Nuclear Technologies Park in Kurchatov. He said the development of nuclear technologies was one of the key areas for economic development in Kazakhstan.  The NTP creation project was approved in 2005, and government funding has been provided to implement the project. A special economy zone with tax benefits is planned at the Technopark.
Speakers from Kazakhstan commented that they can learn from the experience and knowledge of Russia, Ukraine and others, since their own nuclear technologies are so far ill-developed. The importance of the assistance provided by CNCP for partnership and training was re-emphasised. For example, a tour of British technoparks showed the Park’s management how similar institutes are set up and function abroad. 

Patrick Gray led the closing session with a discussion which aimed to summarise the results of the conference. HTSPE Moscow office Deputy Head Alexander Tsibulya talked about new mechanisms currently being used in Russia. These include the reimbursement of the interest rate on the bank loan received by companies for CNCP project implementation, and revolving funding. As an example Alexander told delegates about Kraspan’s project for the manufacture of ventilated facades for buildings. The British side invested £90,620 for the reimbursement of the interest rate on the bank loan with the aim of creating 123 new jobs. The idea of revolving funding was supported by Uzbekistan representatives, where there are problems with lending and investment mechanisms.  
The follow-up discussion was triggered by a question raised by Valery Mikhailov, the Deputy Director of KIPT responsible for security and international relations. He asked about funding for nuclear safety and physical protection. Patrick Gray responded saying that CNCP has other goals. The Global Partnership has different areas of activity, but this programme is only engaged in the employment of former nuclear complex staff. There are other forms of international cooperation, including those brought up by Valery. Vladimir Sterekhov added that the problem of a brain drain among military nuclear technologists is several times more complicated than the physical protection of nuclear materials.

First of all, it is more difficult to address, secondly, it is more important for those who want to use nuclear technologies for terrorist purposes, and thirdly, the situation is worsened by the human factor with all its ambiguity and complexity of problems. Vladimir expressed his opinion that the main responsibility for the non-proliferation of nuclear technologies rests with the countries which face this threat, including Russia, Ukraine, Kazakhstan, and Uzbekistan, and we should be thankful to the British side, who have agreed to help. Trevor Hayward said that Britain has a nuclear safety programme, but it is under the supervision of a different department at DTI. The work is being held both with Russia and Ukraine, but at the case-study level, and soon new projects will appear.

Sales problems, market research, and training for marketing specialists were also discussed. To solve these problems, it was suggested that special training to be organised involving local or foreign specialists. 

Konstantin Kovtun said it was necessary to deal with the problems faced in market research. He also mentioned the benefit of Business English courses delivered by De Montfort University, where he personally had a chance of not just mastering the language, but gaining experience of negotiation. He suggested that the programme should continue to make an effort in this area. He also asked for an opportunity to organise English courses for 5-10 KIPT specialists in Kharkov, which would be much cheaper than sending people to Great Britain.
Establishment of structures similar to BDAs and IDCs at the institutes was actively discussed. Very soon entrepreneurs emerging with support from CNCP and commercialisation unit staff will need specialised tuition and training.
Greg Kaser appealed to the institutes to keep in mind the main CNCP goal, which is the creation of sustainable new jobs, when defending their scientific interests. Patrick Gray added that the institutes have many problems, while the Programme’s funding is limited. Activity, therefore, has to be concentrated on solving the particular problems of job creation. 

Vladimir Golota asked for the Programme’s assistance with legal paperwork for the creation of scientific-commercial companies. Mark Allington expressed his concern that only small amounts of additional funding for CNCP projects have so far been attracted from local sources, such as national funds and programmes. Ivan Karnaukhov, the Deputy Director of Kharkov Physical Technological Institute, responsible for science, expressed the opinion that while earlier there had been only STCU‘s support for scientific research, now, with the British Programme on board, training was now available in finding resources. Institutes clearly need entities like BDA for consulting and the promotion of new ideas.
At the end of the conference, the programme leadership and the management of nuclear centres expressed their unanimous opinion that the conference was very valuable in spreading understanding of the CNCP Programme and what it has to offer the institutes. All participants gained a lot of useful knowledge based on real life examples of projects already implemented under the Programme. 

Sergey Klykov

CNCP Project Manager 

