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SezAlAbugA

Passengers boarding domestic flights
in Russia are often a curious blend of
Armani-clad oligarch wannabes, elbow-

ready, gloomy-faced frequent flyers and jolly
travellers who have had one drink too many on
their layover. One thing usually missing from
this mix is foreigners – regional flights tend
to be a very Russian affair.

But this is not in the case on a mid-Septem-
ber evening flight from Moscow Sheremetyevo
Airport to Nizhnekamsk, a central Russian city
with a population of 234,000. The flight is full
of German, British and American travellers.
Given Nizhnekamsk’s limited appeal as a tour-
ist destination and the fact that many of the
passengers are sporting suits, it is easy to guess
they are not just adventurous tourists. Indeed,

most of them are on their way to Special
Economic Zone Alabuga (SEZ Alabuga) located
in Tatarstan, between the cities of Yelabuga
and Naberezhnye Chelny, and a 40-minute
drive from Nizhnekamsk.

From the groundup
While it might appear that there is little to
see in a Nizhnekamsk, up until recently there
was even less for an intrepid traveller to view
on the outskirts of Yelabuga, other than for-
ests, wide plains and the green banks of the
Kama River. In the 1980s, Soviet authorities
planned to build a tank and tractor-producing
complex in the tiny town of 70,000, which was
then forecast to grow at least five-fold, putting
it on an even footing with neighbouring city
Naberezhnye Chelny, home to truck manufac-
turer Kamaz. Things did not go according to
plan, however, as the Soviet Union fell apart
before the project was completed.

The only visible remnant of this aborted
project visible today is a heating station with

View from above: Special Economic Zone Alabuga

Buildingon
firmfoundations
In less than 10 years, specIal economIc Zone alabuga
has developed from beIng just ‘a fIeld and a masterplan’,
Into a Zone attractIng doZens of busInesses from
around the world, asMichal KaczMarsKi dIscovers

seZ alabuga
Overview
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a ‘1991’ – the year of its completion and the
collapse of the Soviet Union – inscribed on its
chimney. Yet, although the project nevermate-
rialised, there is no shortage of economic activ-
ity across the road from the plant, where the
entrance to the special zone is located.

Companies investing here include Ford
Sollers, a joint venture between a Russian and
a US car firm; Rockwool, a Danish producer of
stone wool; 3M, a Minnesota-based conglom-
erate; and Huhtamaki, a Finnish packaging
producer. As 70% of SEZ Alabuga’s area is
already occupied, the zone management
announced a decision in September to double
its size to 40 square kilometres. The zone has
also received an honourable mention in the
European category of fDi’s Global Free Zones
of the Year for 2014.

big ambitions
Since opening, SEZ Alabuga has attracted 42
companies that have invested an estimated
$3bn in the area. Now, it aims to have 120 com-
panies and $12bn invested by 2020. “Sure it is
an ambitious goal, but when we started and
said we want to attract a billion dollars, we
might as well have said a trillion,” says Timur
Shagivaleyev, SEZ Alabuga general director. “In
2006 all we had was a pen, a snowy field and a

masterplan. Not even employees or cars.”
Mr Shagivaleyev recalls that shortly after

the zone opened, a group of 40 Japanese busi-
nessmen paid him a visit. “I did not invite
them and I am not sure who did. But we
showed themwhat we have, we showed them
ourmasterplan and told themwhat we are
planning on doing. They just looked at me,
smiled and said ‘good luck’,” he says.

Investors nowdo come to SEZAlabuga, lured
by generous incentives offered to any company
(bar tobacco and spirits-related investments)
willing to investmore than $3mandhappy to
locate theirmanufacturing in the zone. SEZ
Alabuga’s incentives package includes 10-year
long tax holidays, no value-added tax and
import duties on equipment imported into the
zone, land sold at a discounted price, and access
to utilities and customs infrastructure. The zone
authorities have also recently opened an inter-
national school close to SEZAlabuga and are in
the process of finishing amodernhousing com-
plex to appeal to expatsworking in Alabuga.

Popular place
Yet, while there is no shortage of free zones in
Russia, all offering incentives, investment into
SEZ Alabuga accounts for 72% of all capital
allocated in federal zones in Russia, according
to the zone’s estimates. Why such popularity
in a place that, as Mr Shagivaleyev says, only
a couple of years ago was just a “big field with
a couple of abandoned Soviet buildings”?

Andrei Chumakov, a Moscow-based tax
and law senior associate at consultancy EY,
says: “There are 16 SEZs in Russia, [but] not
all of them really do something. Alabuga is
one of those that has active operations. Its
main advantage [apart from incentives] is that
it is supported by the local government. It also
has activemanagement that is really inter-
ested in the development of this SEZ.”

MichaelWright, strategic project
managerwith ArmstrongWorld Industries, a
Pennsylvania-based producer of floors and ceil-
ings, is among thosewho recently had a chance
to seewhetherMr Chumakov’s assessment is
correct. “I came here in October 2012 and back
then our plot was just a snowy fieldwith trees,”

seZ alabuga
Overview

In 2006 All wE hAdwAS A pEn, A
Snowy fIEld And AmAStErplAn
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saysMrWright, recalling his first visit to SEZ
Alabuga. And although it was just the begin-
ning ofMrWright’s assignment in Russia, it
did notmark the beginning of Armstrong’s
presence in the country, given that Russia is the
company’s third largestmarket after the US and
China and it has been selling products in the
country formore than 20 years.

Several years ago, Armstrong was planning
onmoving to Russia, but difficulty in finding
the right site kept the company at bay. With a
renewed push for amove to Russia in 2010, the
company scouted 16 different locations across
Russia and finally decided to settle in Alabuga.

“We feel wemade the right decision,” says
MrWright. “SEZ Alabuga administration does
things legally and ethically, and has an under-
standing of local procedures here. If it were
not for their coaching, constructing this plant
would have been amuchmore difficult and
longer process.”

The biggest obstacle that Armstrong faced
when going ahead with the project, says Mr
Wright, was weather conditions, given that
in Tatarstan, as in themost of Russia, construc-
tion work usually stops between October and
April due to difficult weather conditions.
Apart from that, according to MrWright, his
project was shielded from issues often associ-
ated with investing in Russia, such as corrup-
tion, problems with getting construction per-
mits and access to utilities.

And that is no small matter when it comes
to Russia. According to theWorld Bank’s 2014
Doing Business report, Russia is among the
worst places in the world when it comes to

dealing with construction permits (178th out
of the 185 countries ranked), the country ranks
117th in terms of access to electricity and,
according to themost recent ranking pub-
lished by anti-corruption watchdog
Transparency International, Russia ranks
127th in the world for corrupt business
practices, tied with Pakistan andMali.

Political problems
Yet, while Armstrong’s construction was under
way, another problem emerged – Russia’s con-
troversial foreign policy and its involvement in
the conflict in Ukraine that led to the deterio-
ration of relations between Russia and the
West, and ultimately resulted in sanctions
imposed on Russia by the US and EU.

Investors began to wonder whether invest-
ment conditions in Russia would deteriorate in
the process as well. According to Lotta Moberg,
adjunct scholar at the Institute for Global
Economic Growth, the current situation
should not have a lasting impact on invest-
ment conditions in Russia’s economic zones,
and the country in general. “The [current situa-
tion] will not make that much of a difference. I
think it would if the government there would
choose to exclude foreigners from investing,
[but] I don’t see that happening,” she says.

Mr Wright in the meantime is busy get-
ting Armstrong’s $78m plant ready for pro-
duction. “We are very watchful of the chang-
ing conditions, but so far it is business as
usual for us,” he says. ■

Additional reporting by Helena Ball.
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IncentIves – In the form
of tax breaks, traInIng and
other busIness servIces
assIstance – are a large
part of what attracts
companIes to seZ alabuga.
whIle such benefIts look
hugely attractIve to
prospectIve Investors,
Michal KaczMarsKi
reports on the Impact they
have for those that take
up resIdence In the Zone

anoperational
advantage

Incentives, usually in the formof
tax breaks, are frequently responsi-
ble for putting the ‘special’ into

a special economic zone (SEZ). Inmost
cases, it is the promise of capital sav-
ings that put these previously unre-
markable locations firmly on the
investor radar. Indeed, thiswaswhat
attracted Saint-Goban, a Frenchmir-
ror constructionmaterials producer,
and Trakya Cam, a Turkish company
in the same field, to SEZAlabuga.

In 2010, the companies invested
more than $250m in a float-glass,
mirrors and coated-glass plant as
part of a joint venture. The decision
to invest into SEZ Alabuga wasmade
largely because of the incentives,
says Beytullah Sahin, general
manager of the new plant.

“At first we chose [the Russian
city of] Krasnodar because [both
companies] already had some invest-
ments there. But, then we started
talking to [SEZ Alabuga representa-
tives] about the advantages that we
would have here in terms of taxes
and cost of land,” says Mr Sahin.

Big discounts
SEZ Alabuga offers 10-year tax holi-
days on property, land and trans-
port. Importantly, this incentive only
becomes active when the tax base is
created, which is when a factory is
actually up and running. The zone
also guarantees significant discounts
on corporate income tax, which
stands at just 2% for the first five
years of operation, 7% for the sixth
to 10th year, and is then guaranteed

at 15.5% until 2055. Russia’s corpo-
rate tax rate outside of the zone cur-
rently stands at 20%.

To attract research and develop-
ment activities, the zone also offers
discounted insurance for researchers
working in the zone. The insurance
contribution paid by the tenant
increases over time, but starts at
a low 14%, compared with the 30%
that they would be expected to pay
elsewhere in Russia.

Alabuga’s status as a free zone
has also allowed it to abolish VAT
and import duty on all equipment
shipped to the zone. It was this
incentive that attracted Kastamonu,
a TurkishMDF boardsmanufacturer,
to the zone. The company saved
between $15m and $19m, as it did
not have to pay duties on importing
its production lines, according to Ali
Kilic, managing director of the plant.
“The fact that we paid no tax on
importing equipment, and
decreased the cost of our investment,
was a big issue for us,” he says.

Both the rental and purchase of
land within the zone are heavily sub-

Under one roof: companies including Rockwool (left) and Armstrong (bottom right) have signed up for the training programmes that are being
funded by Special Economic Zone Alabuga (top right) as part of the incentive package offered to residents in the zone
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sidised, too. Rockwool, a Danish pro-
ducer of stone wool, moved to the
zone in 2010, and owns a plot meas-
uring about 200,000 squaremetres.
Without revealing exactly how
much Rockwool paid for the prop-
erty, Maxim Vasiliev, the factory
manager, describes the amount
that the company paid as “funny”.

On average, a 40,000-square-
metre plot of land in the zone costs
about $30,400, while the rental of
such a plot is about $9000 per year.

Incentives are only one part of the
equation, however, and SEZ Alabuga
knows that to attract investors itmust
offer farmore than just tax breaks.
Even themost generous of incentives
are not going to attract investors if
they do not think that there is the
availability of an appropriately
skilledworkforce. Thismight be an
issue in Russia where the unemploy-
ment rate is low at 5.6%, and in
Tatarstan it is even lower, at 4.12%.

In order to overcome this hur-
dle, earlier this year SEZ Alabuga
launched its HR centre, an entity
charged with recruitment assis-
tance and training. The centre
works with a number of recruit-
ment agencies and 40 higher educa-
tion institutions, including the
local Elabuga Polytechnic College
and Kazan National Research
Technical University, in order to
scout for potential employees and
conduct training sessions. Apart
from HR know-how, it also contrib-
utes up to 75% of training costs.

they cannot offer you a consistent reg-
ulatory environment,” he says.

LottaMoberg, adjunct scholar
at the Institute for Global Economic
Growth at GeorgeMasonUniversity,
also in the US, is similarly cautious.
“If youwant to go into Russia… you
want tomake sure that the rules that
you are going to adhere to are going
to be consistent. You have to have the
promise from the government that it
is going to stick to it,” he says.

Renat Halimov, deputy director-
general of SEZ Alabuga, says that his
zone operates under such guarantees
and points to Federal Law 116 ‘On spe-
cial economic zones in the Russian
Federation’, whichwas passed in
2005. “According to that law, the con-
ditions underwhich you operate as
a zone resident cannot beworse than
at themoment of signing,” saysMr
Halimov. “And it is a three-party
agreement, so you sign it not only
with us, but alsowithMinistry of
Economic Development of Russia.”

Rockwool’s Mr Vasiliev says that
the past four years, since his com-
panymoved to the zone, have passed
free of any regulatory surprises.
“Everyone from local authorities
to the federal government, kept to
guarantees that they gave us,” he
says. “Foreigners might be sceptical
about this, because of Russian
bureaucracy, but if you askme
whether it is true what they
promise, the answer is yes.”■

Additional reporting by Helena Ball.

“Whether the training is con-
ducted here or abroad, we offer
financial resources for our resi-
dents,” says Vyacheslav Gusev,
director of the centre. “A number
of residents, including Rockwool,
Armstrong and Kastamonu, already
signed up for the programme.”

Among the companies that
turned to the centre for help was P-D
Tatneft Alabuga Fiberglass, a joint
venture between Preiss Daimler
Group, a German fibreglass pro-
ducer, and Tatneft, a local oil firm.
The centre helped train 100 fibre-
glass extrusion specialists for P-D
Tatneft. Meanwhile, Armstrong,
a US producer of floors and ceilings,
which recently finished construct-
ing its plant in the zone, currently
has its employees enrolled in a three-
month course with the centre.

toogood to be true?
While the vast array of incentives
offered by economic zones can be
persuasive, the question remains:
howmany of these promises translate
into reality, once a company decides
tomake themove into a zone?

Without relating specifically to
SEZAlabuga, StephenBlank, senior
fellowat theAmerican Foreign Policy
Council, a conservativeUS think tank,
says that the biggest risk connected
with investing in the zones, especially
in countrieswith a less thanperfect
business climate, is the fact that incen-
tivesmight at somepoint perish.
“[Zones]will offer you tax breaks, but

EvERyonE fRomlocAl AUthoRitiES
to thE fEdERAlgovERnmEnt, kEpt
togUARAntEES thAt thEygAvEUS

october/november 2014 www.fdiIntelligence.com
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Special economic Zone alabuga
haS identified the biggeSt
problemS that inveStorS in
ruSSia uSually face – namely,
acceSS to infraStructure and
eaSe of trade acroSS borderS
– and made Sure that reSidentS in
the Zone do not have to Struggle
at the handS of theSe iSSueS.
Michal KaczMarsKi inveStigateS

Theeaseofdoing
business

On a cold, grey and sleepy
Septembermorning, a site
in the Special Economic Zone

Alabuga (SEZ Alabuga) is abuzz with
activity as a new plant, owned by
TurkishMDF boards producer
Kastamonu, is readied for its official
launch. Large trucks drive back and
forth, while an army of construction
workers put the finishing touches
to a complex build that cost an
estimated $113m.

“The big day is coming,”
says Ali Kilic, managing director of
Kastamonu. “We are opening next
week, and we will have three aero-
planes [full of guests], from Turkey
and Moscow. Now, all we have to do
is to clean it all. But, it is so hard to
get rid of mud here. Turns out that
it is different to the mud that we
see in Turkey.”

Problems such as this are rela-
tively minor compared with those
that the company was faced with
on its first attempted venture in
Russia. Hayat Holding, which owns
Kastamonu, originally decided to
expand into the country in 2007,
attracted by the low gas and timber
prices, which were five and three
times lower than in the company’s
homemarket Turkey, respectively.

Hayat chose a location in the
south of Russia, bought a plot of
land and signed a deal with the local
authorities that stated that the new
plant would receive access to the

necessary industrial infrastructure
in two years. After 12months, the
plant was still without utility con-
nections, Hayat’s executives had run
out of patience and the company
withdrew from the country.

It took nearly two years to con-
vince Hayat executives to give Russia
another try and, according to Mr
Kilic, this time around everything
went to plan. “The infrastructure is
already here [in SEZ Alabuga]. Now
we are finalising our railway
branches, one for rawmaterials, one
for finished products. They should
be ready in a couple of months and
will take our products to Siberia and
countries in central Asia,” he says.

Connection to a railroadwas
also crucial to Rockwool, a Danish
producer of stonewool, which
invested $156m in an insulation
plant operating in SEZ Alabuga
in 2012. One of the rawmaterials
required at the site – basalt – has to be
imported from the regions of Karelia
andUral, both of which are 1000
kilometres away fromAlabuga, and
therefore rely on rail connections.

Another crucial factor in
Rockwool’s decision to invest in SEZ
Alabuga was the fact that the zone
could guarantee that the company
would be connected to all the rele-
vant utilities on time. “If there had
been no connection to utilities by
the time we started construction,
we would have had problems with
our schedule,” says Maxim Vasiliev,
head of Rockwool’s Alabuga factory.

As it happened, Rockwool actu-
ally finished construction of its
plant in January 2012, fivemonths
ahead of schedule.

Problemsolving
“We know that access to infrastruc-
ture is among the largest problems
that investors facewhen locating in
Russia, that is whywemade sure that
it is all here,” says Renat Halimov, the
deputy director-general of SEZ
Alabuga. He adds that plots offered to
investors always have access towater,

gas, electricity and heat. “It is basi-
cally a ‘plug-and-play’ approach. All
the investor has to do is to plug into
our grids,” saysMrHalimov.

Ilvir Sattarov, director of P-D
Tatneft Alabuga Fiberglass, a German
andRussian joint venture thatmanu-
factures glassfibres, confirms that
utilitieswere readywhenhis com-
pany started its construction project
in SEZAlabuga 2008. “We did not
have toworry about [questions such
as] ‘where dowe go to ask for electric-
ity’, ‘where dowe go to ask for gas sup-
ply’.We just camehere and started
working on our project,” he says.

Another advantage is that access
to the zone’s electrical grid is free,
which is not usually the case in
Russia. “It is ridiculous, but in Russia
you pay not only for consuming
electricity, but also for connecting.
And these fees can be pretty high,”
says Mr Halimov.

For example, in Moscow there
is a connection charge of $1m for
eachmegawatt (MW). In Tatarstan,
however, the charge is $200,000 for
eachMW, but thanks to Alabuga’s
free connection to the electric grid,
Air Liquide, a French industrial gases
supplier that invested about $57m
in the zone in 2012, estimates that
it has savedmore than $5m.

Watch this space
As well as instant and free-of-charge
connection to utilities, and access to
a 27-kilometre network of roads and
12-kilometre network of railroads,
SEZ Alabuga’s infrastructure offer-
ing will soon also include ready-to-
move-in buildings. A Plus Park
Development, a construction com-
pany with offices in Moscow and St
Petersburg, is scheduled to open the
first building in its complex, which
will offer production and office facil-
ities for rent. When finished, the
development will comprise four
buildings with total production
and warehousing space of 186,000
squaremetres and administrative
space of 14,000 squaremetres.

www.fdiintelligence.com october/november 2014
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Meanwhile, Synergy, an indus-
trial park constructed by SEZ
Alabuga, is in the final stages of
construction. When finished, it will
offer 24,500 square metres of space
for companies interested in renting
ready-to-use facilities in the zone.
“Finding an empty building in
Russia is not difficult as there are
plenty of empty ones from the com-
munist era,” says Mr Halimov, “But,
it can always be a surprise what
you get, what is in which pipe and
when it is going to blow up. New
industrial buildings are a safer
bet,” says Mr Halimov.

Apart from the industrial facili-
ties, which soon will welcome their
first residents, tenants can also rent
offices in the zone’s main adminis-
trative building. These are typically
the first port of call for companies
moving to the zone, when they are
at the preparation and construction
stages of a project. As well as the
typical amenities of a business cen-
tre, residents will also be able to
connect with other local businesses,
such as banks and insurance compa-
nies, who also reside in the building
and can potentially provide services
to newcomers.

foreignminded
According to theWorld Bank’s Doing
Business 2014 report, Russia has one
of the worst scores globally for ease
of trade across borders. Since 60%
of its tenants are foreign investors,
Alabuga’s customs infrastructure is
a crucial part of the zone’s offering.
An on-site customs office, as well as
a railway and container terminal,
railway and automobile check
points, facilities for freight and
cargo examination and parking for
trucks, all contribute to easing the

difficulties associated with foreign
trade in Russia.

“Instead of being stuck at the
[Russian] border, where thousands
and thousands of trucks are
waiting for customs clearance,
you go through the border as
transit [freight] and then you get
clearance here in the zone,” says
Mr Halimov. He says that the process
takes up to three hours and is
conducted electronically.

Mr Kilic, whose factory shipped
production lines from overseas,

Air LiquidehAs sAvedmore
thAn$5mthAnks toALAbugA’s
free connection to thegrid

october/november 2014 www.fdiintelligence.com
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says: “We did not have any delays
[when importing to the zone], actu-
ally it was all pretty easy.” His factory
also used customs to export prod-
ucts; the Kastamonu factory began
shipping the first batches of its prod-
ucts before the official opening of
the factory. “We file our declaration
electronically, we get approval
and off we go,” says Mr Kilic.

Outside of the zone, the infra-
structure is also better than that
typically found in towns outside of
Russia’s largest cities. Yelabuga, the
closest town to the zone, may be
small, but it is a smart and newly
renovated old town, which is free of
the post-Soviet architecture that
characterises most of the country’s
industrial cities.

The choice of bars and restau-
rants may be limited, and Brooklyn
Club – themain nightclub in town
– does not quite live up to its name
but, unlikemany small towns in
Russia, the town does offer visitors
high-quality accommodation. This is
mainly thanks to Alabuga City Hotel,
which has been operating in the
town since 2008, and offers hotel
rooms, as well as suites and apart-
ments for people who are sent to
Yelabuga for longer assignments.

Better connected
The city of Yelabuga also benefits
from its location by the M7 highway,
which links Moscow in the west to
Ufa in the east, and is a part of the
European E22 route, which goes
through Latvia, Sweden, the
Netherlands, Germany and the UK.
It is also close to the river ports at
Kama river, and the passenger and
cargo train stations in Naberezhnye
Chelny, which are just 30 kilometres
west of the town.

Begishevo airport in
Nizhnekamsk, which is located
about 50 kilometres away from
Yelabuga, is relatively small and has
a limited number of shops and res-
taurants. But this year it underwent
amuch-needed renovation.

On top of this, the airport’s con-
nectivity has been improving, too.
As well as the 16 direct flights, across
the Commonwealth of Independent
States region, including Russia
(there are seven flights daily to
Moscow), the airport recently gained
a direct service to Istanbul. This is an
important development, and recog-
nises the fact that Turkish compa-
nies are among themost active in
the region.■

insteAdof being stuck
At the border, youget
cLeArAncehere in the zone
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WIth the OpeNINg Of
a Nearby resIDeNtIal
DevelOpmeNt, cOmplete
WIth a WhOle hOst Of
leIsure facIlItIes,
Michal KaczMarsKi
fINDs that specIal
ecONOmIc ZONe alabuga
Is hOpINg tO streNgtheN
Its appeal tO fOreIgN
INvestOrs

Aplace tostay

I ndustrial zones are not typically
considered desirable places to
live. Given that their primary

purpose is usually to bring a new
lease of life to a struggling area, they
tend to be located in economically
disadvantaged areas, far from big
city amenities.

However, it is amenities – such
as shops, cinemas, schools and gyms
– that prospective investors often
look for when scouting for a new
location, knowing that they will
have to relocate seniormanagement
and perhaps other staff to the new
location, at least initially, to help
launch the new operation.

Leisure time
While it is only a short drive from
the Russian cities of Yelabuga and
Naberezhnye Chelny –which have

70,000 and 510,000 residents, respec-
tively, and all the amenities associ-
atedwith settlements of this size –
the Special Economic Zone Alabuga
(SEZ Alabuga) was, for a time, a hard
sell to foreign investors, because of a
scarcity of amenities in the immedi-
ate vicinity.

The situation changed this year
though, when in September the
SEZ Alabuga-funded Tri Medvedya
(which in English translates as ‘three
bears’) complex accepted its first ten-
ants. Located a few kilometres from
the zone, Tri Medvedya is a develop-
ment of two-storey houses with
rental prices starting at $1700, and
the feel of a US suburb, against the
backdrop of a Russian pine forest.

“We get enquiries every day. In a
500-kilometre radius there is no sim-
ilar [complex],” says Alexandr Fomin,
who looks after the project on behalf
of SEZ Alabuga.

Apart from houses, the complex
also consists of recreational facili-
ties, including a pond and sauna,
as well as sporting facilities with
tennis courts and a football pitch.
Next year, Tri Medvedya will also
gain a community centre, which
will include a restaurant, banquet
hall, bar, pharmacy and a shop.
Additionally, residents will have
access to the gym and pool at a
nearby international school, when
the facilities open later this year.

Learning curve
The school itself is intended to be
amajor draw for those considering
relocating to the zone. It has the
capacity for 250 pupils and English is
the primary language of communica-
tion. The school is designed to teach
the International Baccaleurate sylla-
bus, a highly regarded curriculum
for primary and secondary teaching.
The school opened in September, and
currently accepts pupils between the
ages of three and six.

Right next to the school, a board-
ing house is currently being con-
structed, and, when completed in
2015, it will be able to accommodate
40 children.

“At themoment in our school
we have 36 pupils, but the situation
is changing every day.We also have
five native English speakers. But we
intend on growing, and having older
children here, too.We definitely have
room for that,” says David O’Brien,
the head teacher of the school.

Tri Medvedya as a whole is
likely to grow as well, as demand
for houses as well as for studio
apartments available to rent nearby
is encouraging. “Amonth on from
opening, we have already found 12
tenants for our houses. The demand
for studios is really high as well.
We soon expect to see amixed
Russian and foreign community
here,” says Mr Fomin.■

Family matters: the Special Economic Zone Alabuga-funded Tri Medvedya, complete with residential accommodation (left) and an international school (right), is designed to
make the zone a more attractive place proposition for business people with families

seZ alabuga
Amenities
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Located in the repubLic of
tatarstan, speciaL economic
Zone aLabuga sits aLongside cities
that have a Lot to offer investors
in terms of infrastructure,
deveLopment, Leisure and cuLture,
findsMichal KaczMarsKi

Outof thezone

L ocatedmore than 1000
kilometres east of Moscow,
Yelabuga, the closest town to

Special Economic Zone Alabuga (SEZ
Alabuga), is not particularly well
known even among Russians. That
is, unless they happen to be fans of
19th century landscape paintings or
Napoleonic wars. The town is the
birthplace of Ivan Shishkin, a realist
painter famous for his forest land-
scape paintings. And Nadezhda
Durova, the first female officer in
the Russian army, also lived here.
She joined the army disguised as a
man and later fought in an anti-
Napoleon campaign.

However, the republic of
Tatarstan, where Yelabuga is located,
is among themost widely known
regions in Russia. With its popula-
tion of 3.8million, Tatarstan is not
only known as one of the country’s
most populous areas, but also the
most diverse. Tatars, an ethnic group
that can trace its history back to the

times of Genghis Khan and his
Mongol Empire, account for more
than 50% of the population of the
republic, but there are also 1.5
million ethnic Russians living in
Tatarstan, as well as significant
Chuvash, Mari, Udmurt and
Ukrainianminorities.

Tatarstan is also known as a
region of peaceful religious coexist-
ence, as demonstrated by the way
in which the Sunni Muslim Tatar
population of the republic lives in
the republic amicably with Russian
Orthodox and Roman Catholics.
Kazan Kremlin, a historical citadel
and main landmark of Kazan, the
republic’s capital, houses both the
16th century Orthodox church and
Qol Sharif mosque, completed in
2005. Although geographically
the republic sits firmly in central
Russia, elements of Tatar culture,
manifested in traditional outfits,
music and cuisine, bear closer
resemblance to Turkey or the
Middle East than Russia.

Industrial economy
Economically, Tatarstan is among
themost industrialised regions of
Russia. Manufacturing accounts
for 57.9% of the republic’s industrial
output, followed bymining and
energy production. The region’s larg-
est local companies include oil com-

pany Tatneft, which has revenues of
about $14.5bn a year, and Kamaz, a
truckmanufacturer with estimated
annual revenues of $3bn.

Kazan is not only the capital of
the republic, but also, with a popula-
tion of more than 1.1million, the
biggest city in Tatarstan and eighth
largest in Russia. The city houses
many of the republic’s 36 higher
educational institutions and ranks
as the third largest financial centre
in Russia, after Moscow and St
Petersburg. Kazan brands itself as
the sports capital of Russia and is
home to a number of the country’s
teams in football, ice hockey, basket-
ball and volleyball.

In 2018, Kazan will be one of the
hosts of FIFA Football World Cup and
last year the city hosted the summer
Universiade, a multinational sport-
ing event organised for university
athletes. Although relatively low
key, the event was used by local
authorities spearheaded by Rustam
Minnikhanov, the president of the
republic, and Ilsur Metshin, the
Kazanmayor, to conduct amajor
overhaul of Kazan.

Preparations for the event took
five years and included the construc-
tion of 30 sporting venues, a river-
bank protection project, and the
expansion of the city’s metro and
airport. More than $7bn has been

Prime location (from left to right): Kazan, the capital of Tatarstan; Tatar culture; truck manufacturer Kamaz, one of Tatarstan’s largest companies; the town of
Naberezhnye Chelny, located 20 kilometres from SEZ Alabuga; and Qolsharif mosque at Kazan Kremlin, a historical citadel and main landmark of Kazan

www.fdiintelligence.com october/november 2014

seZ aLabuga
TaTarsTan



81

invested in the new infrastructure,
nearly 10 times initial estimates,
but according to Control Risks, a
London-based consultancy, the event
was a success in terms of its legacy
and FDI attraction.

Indeed, a report by Control Risks
published shortly after the games
ended says: “The student games have
opened up myriad opportunities for
foreign businesses working in con-
struction, transport, telecommuni-
cations, and the service and hospital-
ity industries. Many of these oppor-
tunities are likely to endure beyond
the games, putting Kazan firmly on
the radar of foreign companies look-
ing to invest in Russian cities beyond
Moscow and St Petersburg.”

small starters
While Kazan is the region’s domi-
nant urban area, a number of
smaller cities close to Yelabuga,
most of which are located along the
Kama River, have survived well since

the collapse of the Soviet Union.
These industrial centres have a
combined population of more
than 1 million people.

The biggest of them is
Naberezhnye Chelny, located 20 kilo-
metres from SEZ Alabuga with a pop-
ulation of more than 500,000. The
city is not exactly aesthetically pleas-
ing, consisting mostly of post-Soviet
blocks of flats built around the
Kamaz truck plant, but access to
shopping malls, restaurants, bars
and nightclubs makes it a popular
destination for expats that come to
work in SEZ Alabuga. Apart from the
Kamaz plant, Naberezhnye Chelny’s
economic significance stems from its
infrastructure: it has a seaport, and
passenger and cargo rail stations.

Nizhnekamsk, a city of 234,000
people located south of Yelabuga,
houses a large petrochemical com-
plex and the recently modernised
Begishevo Airport, which connects
the region with cities across Russia,

as well with Turkey, Azerbaijan and
Tajikistan. North of Yelabuga, one
of the largest chemical plants in
Tatarstan is located in the town
of Mendeleyevsk.

Yelabuga itself, with a popula-
tion of only 70,000 people, may ini-
tially appear quiet and small to some
expatriates, but with a modernised
old town and a movie theatre, bowl-
ing alley, restaurants and night-
clubs, the town is not the same tired,
sad place it was just a couple of years
ago, according to Ali Kilic, managing
director of Kastamonu, an SEZ
Alabuga-based fibre board plant.

“My wife came back here after
four years and she could not believe
the improvement in the area,” says
Mr Kilic, whose family has recently
moved to the region. “Not all ameni-
ties are here, but we are a short
drive from Naberezhnye Chelny.
Plus, I believe that in a couple of
years Yelabuga will have [these
amenities] too.” ■

ECoNomiCAlly, TATArSTAN iS AmoNg ThE
moST iNduSTriAliSEd rEgioNSof ruSSiA
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