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* “Energy Newsleiter” Business Plan
.  EXECUTIVE SUMMARY

Armenia récently faces energy crisis resu_lting from the breakdown of the former
economic system, blockade by Azerbajian and Turkey, and the inherent
inefficiencies of old technologies. To heip to overcome the crisis many foreign
countries are offeriﬁg their help through different energy programs and
mechanisms. They,. however, discover substantial difficulties with information
availability and communication in Armenia. Information availability is the problem

for local organizations as well.

“

Most countries have different publications focused on energy issues, but
Armegia does not have any yet. Obviously, the idea of some energy information

source creation resides for a long time. Our client, Harutiun Topsacalian, .

" USAID\IDEA came up with the idea of Energy Newsletter establishment in

Armenia and order the group to conduct feagibility study and prepare the

. business plan! for the new business start-up and, also, to submit first prototype

of the "Energy .Newsletter"2. In fact, the Energy Newsletter project began its

implementation almost month ago. It was not planned by the group' and

" undoubtedly, this is an another achievement of the group.

The purpose of the Energy Newsletier is to establish good communication set-

up, to provide energy sector and related to it orgamzatlons and people with

m-'»~---*~—-m-—-—_—~—t4me15Land_nnp@Ltam_mfanaim_Thls newsletter planned to be in three

languages (Armenian, English and Russian).. "Microsoft publisher 2.0", which has

wide possibilities and designed mainly for such kind of publications and allows to

| This is completed by the group.
1 "Energy Enhghtcnment" is the name of the of the newsletter.
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make high quality copies, is used for the newsletter publication. Newsletter will

be 3-colored. However, the resulted costs are not deviated much from an

* ordinary black and white newsletter publication costs and completely justified by

the quality, which, we believe, will attract and please readers.

Market research was conducted by the group, which was carried out through
guestionnaires distribution, personal interviews and telephone calls. Sample
population was designed by nonprobability method of selection: Judgment

Sampling.

Research revealed high need in such an information source for energy sector,
which has great strategic importance for the development of Armenia. That is

why even if it takes long time to reach positive cash flow, this business is worth

" to start for two reasons: to provide energy sector with timely and important

information and establish a%new market. When the economic situation in Armenia
is rectified and the population is capable to pay markei price for the newsletter,
the company will have already its market share and begin making profits. So, it is
better to sacrifice now, and succeed in the future. Nevertheles’s; there are still
possibilities to improve financial posiﬁon even earlier by meané of business
diversificatibn and newsletter introduction to the foreign markets (see Section

XIV).

e e iy g ddition,to-start this business the company needs $ 15'530 initial in%stment,

good location (center of the city, permanent power supply, good telephone
communication lines) and professional management team. Detailed financial
analysis reader can find in sections below, tables and exhibits are provided in

Appendices, documentation is attached.
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1il. THE INDUSTRY AND THE COMPANY AND ITS PRODUCT

A. The Industry.

“There are several publishing organizations in Armenia, but no one has been

publishing a Newsletter so far, except French Embassy ( Le Bulletin,

- AMBASSADE DE FRANCE EN ARMENIE ). Almost all publishing houses in

Armenia are loss rﬁaking organizations and survive due to government subsidies
or sponsdrship. Some of them can handle businé;s due to advertisement
placefnent in their newspapers or magazines. The prices for publications are
based on’demand, that is why revenues can cover expenses only if high

volumes are realized.

Newsletter publication Industry is the new one for Armenia. In fact the advantage
of this business is that "it can be started by someone with a little capital and
some talent, While this business is casy to start, it has little growth potential”t, in
the meaning of introduction to the new big market segments (also, making high
profits from some point i;} the future), especially, if we take into consideration
specific character of our newsletter, tﬁat is it is, mainly, designed for the energy
specialists and it is hardly believable that an ordinary citizen will subscribe the -
newsletter. So, getting subscription from the popﬁlation in the nearest future we

consider to be unrealistic, though we do not reject-the possibility of new market

segments identification,

| * Entrepreneurship: Starting a new business ", Robert L. Anderson, John S. Dunkelberg, 1990 by
& Row, Publishers, Inc. '
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B. The Company and The Concept.

The purpose of this company is to develop an energy newslett_er for Armenia.

We strongly believe that an energy newsletter is very important and timely for our

country for various reasons. Some of the reasons are:

i o considerably enhance communication between energy enterprises, and
Ministry of Fﬁél and Energy . |

i to énhance communication be;[ween local energy enterprises and foreign
projects, consultants, and organizations concerned with the energy issues in
Arm{;nia

i to educate Armenian energy specialists what were the steps undertaken by
the countries to overcome crisis situation

# inform international agencies and 66mpani_es about energy and business
opportunities

& to introduce Western energy management, financing, and technology

concepts to Armenian energy and governmenta! specialists

Theré are several European, and Armenian Diaspora organizations working on
energy related projects in Armenia. We believe, that this newsletter will provide
the means of communication betweeﬁ these companies, at least it will create
knowledge about who does what, how and at what stage of development these

projects are. It may also serve as a job placement tool, when contractor or

Armenians seek qualified personnel. Thus, a good communication set up, is one

of the most important goals of this newsletter.

Another function of this newsletter is to introduce complex Western financial,

economic, and technological concepts to local energy specialists and enterprises

5]
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. ~ Find out information that is not easily available

Provide reliable source of statistics in energy sector

Keep truck of information T

C. The Product and Service.
The company's pfoduct is * NEWSLETTER", which is 3-colored and 4-6-page

(the page size is Ad), with colorful slides and graphs. The frequency of the
publication is once in 2 month, This newsletter will be issued in three languages:
Armeman English, and Russian. Software application " Microsoft Publisher 2.0 *
will be used for the newsletter design. The first issue publication is a matter of

few days, for evaluation purposcs the first prototype is attached.

The newsletter will provide such services as advertisements and announcements
placement. |
Main fopics that will be offered to readers:

1. News

Review of technological innovations on energy saving

. Economic issués '

. Legislative developmenis in energy sector

. Energy sector managcment

. Specific. information on local and foreign energy companies and projects

NE TR NUNE ¥ T - FL R

. Privatization and energy sector

9 Ynvestmentopportunities mRA L

9. Alternative energy sources

One of the advantages of this newsletter is that it is unique one, there is no

predecessor for it so far. This the first printed media for ﬁenergy system. In Soviet
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times Armenia was receiving different energy related publications from Moscow
which provided sufficient information on energy Sector. Taking into consideration
that in communist times all the Ministries were under the contrql of Kremlin and

centralized decision making mechanism was in use, the need of local information

source was not apparent..

Now, when Armeﬁia became an independent country and energy sector
development became the problem number one for it, one can realize the
tifneliness and importance of such an information source creation and the
demand ufor that. The other advantage over the rest local publications is that it
will'be issuéd in three languages, which in turn allows to serve more readers
than can do local publications as well as in future to get subscription in foreign

countries. Quality of the newsletter is another advantage. It will be printed on

' quality paper and be colorful that also adds value. _

Preliminary market research was already conducted. According to market
analysis there is high need for such a newsletter in Armenia. Through the survey
interests and priorities of the newsletter readers were identified and market size
was estimated.? In fact, for the .coming three years besides energy sector market
the company targeted at the another market segment, which includes

international organizations currently working in Armenia. This is a small segment
where littlé growth is expected, but this segment is capable to afford market price

£ oflan s
of-thenevestetter-

2 Statistical data provide by the Ministry of Energy and Fuel reveals that the potential market size is about
25000, ' '
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D. Entry and Growth strategy.
At the béginning' this newsletter will be intfoduced to the two market segments,
which are energy sector and international projects, embaésies, agencies in

: Armeniaf‘.'As far as the company itself establishing a new market, which is
energy sector of RA, and the éompany, in fact, the monopolist, so there is

possibility for agpresive market share and sales projections.

Yet, taking into consideration that population can not afford market price of the
newsletter it is not reasonable to make high sales projections, unless the
situation Mis changed. So,‘ we come up with modest projections, which can be
easily achieved. The only purpose is to provide the Energy sector and

international agencies with important and needed information

IV.. MARKET RESEARCH AND ANALYSIS*

A, Customers
Sample population was designed by nonprobability method of selection:

judgment sampling which means the choice was deliberate, not a random

manmer. Representatives of all the energy related enterprises in Armenia were
‘questioned, and mainly they were managers or Department Heads. Sample size

was 231 interviewers, 100 by means of questionnaires and the rest is personal

3 1t wil also cover Ministries of RA, Government and Privatization Commission, in fact, the number of
copies distributed to this organizations is almost negligable in comparison with the main market and bas 0o
growth potential). Tnitial order size is 250 subscribers, according to the results of market research. See
Dag e, Newsletter orders. : :

4 Results of the market survey see in Appendix 1.
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- Market Research revealed that almost 100% of sample population ( energy

sector of RA and international organizations concerned with the energy situation

in RA) do not get necessary information on energy issues and energy
| organizations and projects working in energy sector have high need in energy -
new'sle&er. Tor example, ArmEnergo wants to buy as an organization up to 100
c;ines of newsletter if it is really informative. Besides, some other international
organizations: humanitarian as well as business, government, ar!d embassies

are also interested in having information about energy situation in Armenia. (See

_ Exhibit 1.)

Exhibit 1.

Sutvey Participants’ Interest in Energy Newsletter

1

20+

0 1 2 3 4 5 [ 7 8 9
Need in energy newsletter

Vertical axis represents percentage of survey participants.

- Moreover, the majority of survey participants are willing to subscribe personally
for such a newsletter: 72% of them definitely wants to subscribe; only 9% do not
have an intention; and 19% are hesitating which means that if the newsletter is

good enough they will buy.
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On the one hand, there is not any analog for energy newsletter in Armenia and

-consequently there is a lack of information. On the other hand, energy crisis in

Armenia has taken attention of many foreign orgamzations who have carried out

or are organizing in Armenia different projects. Such p_ro;ects deal with problems

in energy sector and need information on energy situation as well as on the

activities of the other energy related projects which makes energy newsletter
very important and useful for them. These factors will greatly assist to capture
this (international organizations in RA) market segment during the first months of

publication.

In'the future when the newsletter proves to be of high quality and informative

- market will be enlarged to involve also non-energy specialists, especially

busines‘smen who will be interested in making investments in Armenia. Research
through personal interviews revealed that there: isalsoa poSs_ibil_ity to get
subscription from some CIS countries, especially from Russia, as well as from
Eufope and the USA.S Yet, this kind of network establishment is the matter of

time and needs serious research.

The customers are easily reached, because they are either certain organizations

or employees of thes¢ organizations, and they will get the publication directly
from distributors. The distribution will be carried out by the driver-distributor, who

is the company employee.

5 Rusoil and Russian Ministry of Euergy as well as some Diaspora organizations in Burope are interested in

subscription if the Newsletter proves to be of good gality.
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‘B. Market Size, Market share and Sales Projections.

- Pofentia‘i market size ié 25000, according to the statistics provided by the
Ministry of Energy and Fuel. Although the company is the establisher of the new
' fnarket, thus the monopolist, and has wide opportunity for aggressive
projections, but afthe same time-the_company's mo_vements are limited due to
the organizational constraints. It will take time before product will be adopted and
personal subscription organized. We realize that the process of network of

subscribers establishment and distribution organization can be done only

smoothly.

As far as we have 230 orders, we decided to begin with 1% market share and

increase if to 3.6% by the end of the year. The increasé of the mar.ket share 3-

times is proved by the condition that the company is the only producer, yet in the
| following years Ministry of Energy and Fuel plans to establish energy newspaper,

which can somehow affect the newsletter sales. During the second and third

years we plaﬁ only 1% increase in market share every year.

Market Share

6.00% +

5.00%
4.00%
3.00%

2.00%

,__
Market Share in %

1.00%

0.00%

1-st Year 7-nd Year . 3-rd Year

Year
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Sales projections for 3 years:

Sales pfojection’s for the first year by months:

Month i l2l3lalslel7]l8]9 100|112
' Sales in units {1so 200 |25 |30 f3s0 | a0 456 s00 | 600 | 700 | 800 | 900
“(A.&R. vers.) -
Sales in Drams | s | 2o | as 130 | as | a | as | s {60 | 70|80 | o
“ | (in thousands) . | .
Sales in units 0 | s0 | 55 | S5 o | 6s | es | 70 | 15 | s0 | 90 |10
{English vers.)
Sales in US. $ 150 165 | 165 | 180 s | 105 | 210 | 225 | 240 | 270 | sw0

ﬂiiﬂﬂiﬂﬁ

I Year 2nd year 3rd yeaf

Quarter | 15tQ | 2nd Q | 3rdQ | dthQ | 15tQ [2ndQ | 3rdQ | 4thQ

Smlesin | 2845 | 3030 | 3225 | 3435 | 3630 | 3810 | 3995 | 4169
units(A&R)

IlSalesin' 284.5 | 303.0 | 322.5 | 343.5 | 363.0 | 381.0 | 3995 416.9l

|

Drams (Th)

Saesin | 300 | 310 | 315 | 330 | 330 | 330 | 345 | 360
lunits ®) |
’Sales in 900 | 930 | %45 | 9% | 990 | 990 | 1035 1080
ﬁ : usg | | N I _..

C. Competition and Competitive Edges

ATt e e

During market research it came out that there is a group of specialists in the

Ministry of Energy and Fuel who are intended to begin publication of energy
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.

newspaper with,_scientific orientafion. Though they have better access to the

-. mformatlon of the Ministry, they are slow at making decisions and are in the
process of constitution development for registration. The problem of who w111
handle this business, when, where and how is remamed open so far. The
newspaper will be publlshed only in Armenian language which means they will
not cover representatives from international organlzatlons They did not get
financing as well. Yet, as an Governmental organization they have better chance

to get subsidies from the Government.

This group do not consider quality to be important and intended to have mass
production, though it is unlikely that average citizen will buy scientific newspaper.
Theit‘newsp‘apers will be sold through kiosks. In the contrary energy newsletier

_ will be distributed directly to the customers which is more convenient for them
and will have its constant subscribérs. Quality will be hardly comparable with the
quality of newspéper. We already.created reliable network of information sources
that can provide with timely information on energy septor of RA and news from
alll over the world, as well as taking into account the more popular orientation
(iess scientific) lof the newsletter, we are sure that topics in the energy newsletter

will be also more interesting than in the scientific newspaper.

Another advantage over the mass newspaper is that energy newsletter can

easily receive constant feedback from the customers (because of direct

distribution) which will help keep on with changes in 1astes and provide ilmely
" needed information. For the first issue preferred topics were identified through

market survey (See Exhibit 3. in the Appendix 1).

10
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At iast, financing for the .six months of operation was réceived by the company
that gives an oppaftunity to test the newsletter, introduce the newsletter first,
éonduct an additional market research, develop the right marketing strategy. This
is really a good opportunity for thié project evaluation and development of the

business plan.

V. THE ECONOMICS OF THE BUSINESS

A. Gross and Oberating Margins

The gross margin, which is the selling minus variable cost, of the newsletter is
decreasing from month to month. That means that the it would be in fact

_ impossible'to reach a break-even sales. As to the operatignmargin, it grows
steadily, whiéh means that the reason that the comany does not reach break-
even unit sales is tdighigh fixed costs. The graphs for both, operating and gross

margin, are given below.

-Gross Margin Chart
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Operating Margin Chart
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‘B. Profit Potential and Durability

- Asa ruule newspapers are either subsidized or make profit (if any) mostly from
advertising. This will be true about the newsletter too. It is obvious that the
néwsletter will carry losses at least for.the first year of operation, because
predicted sales are rather low (see break even aﬁalysis, Appendix 2). Profit
stream of the company is very se.ns itive to sales volume and prices. The main
reasohs for the company for losses are the low price for the Armenian and
Russian versidns, which is only 100 drams ($0.26) by the sixth. month, and

becomes 200 drams ($0.53) from the seven month, and high fixed costs. .

C. Fixed, Variable, and Semivariable Costs

" Variable costs of the publication are paper cost and operating cost of the Xerox

machine. Paper cost is calculated by dividing the market price of A3 format
paper, which is $20 for 500 ‘_paper, into 500. So, the paper cost for four page
newsletter is $20/500=%$0.04, and $0.06 ($20/500x4/6). The color Xerox machine

operating cost is calculated by the following formula:
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- $8,‘000/1,QO0,000+$500f50,000+$50/5,000=$0.028/per one side of A4 format
| paper. $8,000 is. the color Xerox machine price, $500 is the equipment price, $50
1s the cartridge'price. 1,000,000 50,000; and 5,000 are correspondingly
cépabilities of the Xerox ‘machine, equipment, and toner in copies. As far as one
A3 format paper is two Ads, we wi.ll have four times more for two sides of a A3
" format i)aper for the four page newsletter and six times more for the six page '

" newsletter. So, the operation cost will be 4x$0.028=%0.11/per copy for the four

7 page newsletter, and 6x50.028=%0.17.

‘As to the fixed coéts, there are salaries, office. rent, depreciation, payroli tax.
Pa-yroil--'tax is 15% for people paid in US $. According to the Armenian laws,
businesses like the newsletter do not pay_agi(le_d_y_ahie_mie_s. The only taxes

| the newsletter is obliged is the tax on profit and tax on payroll. As far as the
newsletter will not be making profits, the tax on profit should not be considered.

“Salaries of the management (cam are rather modest (see Appendix 2). The
_depreciation expenses are calculated by strait line depreciation. We think that
the useful life of the facilities is ten years with no salvage value at the end. So,
the formula for depreciation calculation is the following:
(2x$1,800+$2,000+$8,000)/ 120=$55.00/per month. Printer cost is-$1,800, color
laser printer cost is $2,000, and color Xerox macl}ine cost is $8,000. 120 is the

number of months in ten years. The office rent is about $100 per month.

i aﬁabimﬁs—are—xﬂ-ﬂi%y—expen'se%telepheneffa-x,_a.nd_e.—.ma.i Lex nenses,
gasoline expenses, maintenance expenses, shlipment expenses and
miscellaneous expenses. Utility expenses include light, water, and gés (if
availa-ble). Telephone, fax, and e-mail expenses are-calculated very modestly,

which start from $150 up to $250 to end of the third year. As to the gasoline

13
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“ex'peﬁses we think -the' car will driven 50 kms a day in éverage, which is
50x24x0.15x$0.40= $67 2/per month. Maintenance expenses include
'mamtenance of the computers prmter Xerox machine, which is at least $50 a
month. The shipment expenses present newsletter delivery costs, which are $10
for the first month and will be in average $30 a month by the third year of
operation, and then it will become $50 a month. Finally, the miscellancous
“expenses are for not'predicted expenses, which are $70 a month.

D. Months to Break-even

According to the break-even analysis, the company will not reach a break-even
sales at least by the énd o.f the third year. Even though the price of the
newsletter is increased up to 20.0 drams per issue for the Armeniﬁn and Russian

“versions, it does not reach any unit sales (see break even analysis in the

- Appendix 2).

E. Months to Reach Positive Cash Flow

According to the cash flow analysis (see Appendix #2), the cash flows of the
company are decreasing from year to year. As far as the compémy cannot reach
a break-even sales in three years, consequently it will not have any positive cash

flows in that period of time.

14
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'VI. MARKETING PLAN

A Overall Marketing Strategy
' Marketing Objectives: |

Ist yecir: to get 3.6% of market share by the end of the year and reach total
sales level. _

2nd year: to increase market share by 1% and sales by 30%.

3rd year: to increase market share by 1% and sales by 20%.

- Target customers

Target customers afe primarily energy enterprises, several Ministries of RA and
projecté concerned with energy issues, Embassies, Privatization Commission,

Government, libraries, scientific centers and others.
The newsletier subscribers are as organizations as well as individuals
(employees of that organizations). Most of the survey participants mentioned that

they' would like personally. subscribe for the newsletter.

To meet requirements of the customers the company plans to get feedback from

them regularly (telephone contacts, correspondence, survey, interviews, etc. ).

Distribution

Distribution of the newsietier T Yerevamr witl-be-handlcd-by-the-driver distributor
and some few copies will be distributed (for occasional customers) through

kiosks.
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.'.i'str-ibution will be organized in the following manner. The company distributor
L)18 - oe .

will distribute the copies to the organizations to the people specially assigned for

ther dlstrlbutlon within organization. Some copies w111 remain in the
:orgal11zat|011 and the rest will be distributed to the employees who aiready in the
N personal subscription list. Payment will be done quarterly and the company

| distributor is also responsible for receivables collection. According to our

projections 40‘% of sales will be in vash, the other 40% will paid in teh next

| month, andthe rest, 20%, will be paid as a quarterly subscribtion.

Promotion and A ertisin
No special budget is allocated to the marketing expenses. Sales projections are

given in the section II1. Sales growth chart is given below.

Sales Growth Chart

1600
1400
1200

woo | e e Exngish

TArmeman & Russian
TU[d] S:llb\

Unit Sales
oe
=

1 3 5 7 9 11 13151719212325i729313335

Month

To have an effective advertising and promotional program, especially for the first

year, the company intends to employ all possible and at the same time
affordable means of communication. First, to announce the creation of the
newsletter in the popular newspaper. This is worth to do for many reasons:

® wide exposure
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o newsletter mtroductlon
o« awareness creatlon
iy newsletter avallablhty announcement

| 'Announcement of the creation of the new company also will be made 1hr0ugh
dn‘ect mail, Ieaﬂets billboards, and so on. Such popular and good working in

Armenia advertlsmg techmque as word of mouth will be pursued by the

company.

As th.e mﬁst effecfi've promotional tool‘the comparny iﬁtends to distribute first
iss_ués ﬁ)ru free (freé samples). Questionnaires will be distributed with the first
issue to get feedback from the readers, which will help to evaluate and improve
the uéwslet[er. In fact, the advertising campaign will be carried out by the

“company itself, except few cases of small advertisement placements in

newspapers.

The second year. marketing strategy will be aimed at keeping the existing market
segrrcents and identifying potentiai subscribers, which will be fulfilled mainly by
‘providing readers with important, timeless and interesting topics, which in trn
will be possible due to good working information sources that is ;ﬁlaned to have

by that time..

The third year marketing strategy, aimed at the achievement of the projected

sales levels

B. Pricing
Taking into account the uniqueness and importance of the newsletier there is

considerable pricing latitude. However, to charge high price ignoring eiasticity of

u
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/-
I

démand is not possible. ’fhe éituation in Armenia is not advantageous for such a
o .-_bl.x-srsiness start-up. No one publication can go on by self-financing: some of them
.. are'subs'idized by the Gdvernment, the others get funds from advertisements

K placement, and the rest represent different organizations and financed by them.

. The régular prices for the newspapers in Armenia are 10-40 drams, for monthly
_ issued publications varies from 50-200 drams depending mainly on size. . This

low prices for publications are the resuls of severe economic situation in

Armenia. So, local people can not afford the real price of the energy newsletter.

~ However, the desilgn and paper quality of local publications is lower than
average, while the EN compdny newsletter is planned to be of the high quality
{paper, design, information, etc.). As survey revealed international organizations
-are less p'rice sensitive and mainly interested in quality of the newsletter, hence

IV are’ ready to pay market price of the newsletter. Considering all the prbs and

- cons, the company came up with the solution to ensue the price discrimination
policy. Even this can not considerably change the financial situation. So, in this

business will invest only interested organization or Government.°

As for the price policy, international organizations will be charged $3 per copy
and as for local organizations they will be charged 100 drams per copy.'In fact,
because of the economic situation in Armenia the company is forced to charge

low price from the locals (see survey results), because otherwise it can not get

LOf course, into this business will invest the person who has other interest thai profit making.

7Thus, the English version's price is $3 per copy and Armenian and Russian versions will be sold by 100
drams per copy. ‘
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V:-f'l;.he-.s"ubscrliption: from them. Yet, this is an introductory price in order to establish
‘the newsletter and it will be gradually increased (see Appendix 2).
VIL DESIGN AND DEVELOPMENT PLANS

" A, Design Development

‘Good quality design is of the main concern to the company. The most important

investigation for that was "Microsoft Publisher 2.0", which has wide possibilities.

. This program is primarily for the newsletter design creation. By means of it the
corﬁpany caﬁ produce well-designed and modern newsletter. Another design
consideration is that the company plans to publish 3-colored newsletter,. which
“will please the readers' eyes, to-attract their attention By the colorful slides and
graphs. |
B. Difficulties dna’ Risks. ’

One of the difficulties that this comparny .can face is that the company can not
afford to hire professional designer for the publidation. Yet, a little talc_ent needed
to work by hélp of "Software Publisher 2.0". That is why it plans to have on-job
training and to encourage team work and studies of other sirﬁilar publications by
staff. Initially, for the design -development and it testing the company plans to

consult, to get comments from competent people and newsletter readers, and

others. So, the company plans (o gei reguiar fegdback Tromy the readers not only

C. Product Improvement and New Products
‘The company plans to find out the ways to offer new services of the informative

character to attract new market segments {for example, information on new laws,
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“‘pig__ce.r'rient- bf advertisements and announcements, etc.). On the other hand, the
: ;&:é'j\_;:e:[opm_ent of the new products, such as business-cards, booklets, and other
thmgs fﬁha; can be made by "Microsoft Publisher 2.0" is conside;ed to be

g ) :;ilf)_p_r_Qpr-iate by the company. This can help to cover expenses as well as to

. ge-‘_)gpand .businéss where addit'ionél variable costs are negligible and no fixed
c.os-ts,aré incorporated. This new services can be offered not only to the same
;group‘of customers, thus new market segments may be covered. Es_pecially, we
'would like to emphas1ze that business card business 1s new one in Armenia, and

' barrlers of entry are mlmma!

D. Propnetary Issues

One of the most important issues for the company is to get copyright to protect
newsletter, thus to register in the copyright office. Also this business, especially
in Armenia, stact-up and survive if it gets funds, or subscribe by the government
" “until it can have enough strengths to operate itself. Yet, this w"111 make problems

with the factual ownership.

VIII. MANUFACTURING AND OPERATIONS PLAN

A. Operating Cycle

The frequency of the newsletter publication is once a month. The operating cycle

is one month. We think, the company shoutd plaritie topics to-be-discussed in

_ each issue quarterly. The journalistic for an issue should start in the last week of
the previous month to enable the company to collect planned inforﬁation on time
and have enough time for other steps of publication. When an infc;rmation or an

article is available, it is revised by the manager and an energy consultant, after

20



- wh1ch it comes the translator’s turn (o work on it. The articles to be published are

edlted by the editor {one editor for all three language) before designing the

r One important thing about articles is that the articles to be published

“--newslette

" sheuld be shown to: the author or the interviewed person. The next step of the

: ‘producuon is the designing the newsletter by Microsoft Publisher 2.0, which is

 followed by. prmtmg the. newsletter on a color printer and making copies by color

.+ Xerox machine.

G " B. Geagraphical Location

 The company location is very important, because we need a space that 1s
located in the center of the city with unmterrupted power supply, telephone
communication, ancl approprlate furniture. The other thing important about the
lOC&thI’l is the transportation availability for people coming to submit articles and
'othcr visitors. Besldes almost all the organizations and ministries that the

| company will be working with are located in the center of the city. The only

disadvantage of such suggestion is high rental price in the center.

C. Facilities and Improveménts

To start the business the company will need two computers, a color printer, and
~acolor Xerox machine. The space will be leased because otherwise it requires a
big investment, which is not reasonable for such a business. To rent an

appropriate office with all the required conditions, the company will pay at least

$100 per month. As to computers, pfinter, and a xerox.'machine,“the comparny is.
better to buy these facilities rather then rent them, because rental costs for all-

the necessary facilities are 10% of the initial price. So, it is more reasonable 10
buy facilities because their prices will be equal to one year rental costs. For

example, to rent a computer (IBM PC 486 DX) the comipany will pay at least

“Frergy Newsletter” Business Plan
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';f$is@@per month, which means in 12 months the company will pay the exact price
"'}'\@ﬁ.:a new computer. The only thing that the company should consider is the
:"_"fmé;i'-ntenahce of the facilities, which is at least $50 a month. The start-up

~ investment for the business is given below.

Office supplies $1,000.00
Compuier _ | $1,800.00
Computer $1,800.00
Color Xerox machine $8,000.00
Color laser printer $2,000.00
. Total start-up investment $14,600.00

D. Strategy and Plans

- We havé considered three main alternatives for publication: prin[ing copies on a
color printer, making color printed copies by color Xerox machine, and ordering
| copies to a specialized publishing company. Thé first alternative is not

. -_appropriate to our quality requirements, because it will be stapled pages
newsletter, which does not look professional. The third ‘z_alternat-ive seems
attractive, because in this case there will be no need to buy a color printer and a
Xerox machine, which require big investments. But the problem with that is high
variable costs. Also, the publication costs in this case are so high that they |
‘exceed the amount of money needed for a color Xerox machine in one year.
Finally, the second alternative is the best most appropriate one, which is making

copies by color Xerox machine.

As to make-or-buy and rent-or-buy decisions, we suggest the company buy the
facilities. The reason for this suggestion is that there is only one company in
Armenia that is in the facility lending business, which is “ARAGAST B” company,

which is not very reliable one, and has very high prices (10% of the initial cost).
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‘So. taking into cons ideration this facts and costs, we think that it is better to have
- high start up costs rather- than rent the facilities. Figures that justify our

; "'Suggcstions concerning make-or-buy decision of publication are given belot.

The quality control of the publication will be carried out by the manager. [t is very
important to keep a high qﬁality of the newsletter, because otherwise it will harm

the image and consequently the sales of the company.

IX. MANAGEMENT TEAM

.Alil the workers except editors and consultant, who are part time employees, are
'fu‘l'l time employees at the company. The company management team consists

of a manager, translétor, journalist, editors, driver. The manager will be

. res_ponsible for managing the company, doing accounting of the company and all
the paper work. He/she will be choosing the articles for publication with the
consultant (energy specialist). The translator will be responsible for translating all
the articles in all three languages _for the publication and secretarial work.

" Journalist will be responsible for taking interviews with people chosen initially.
He/she should also be initiative in taking interviews with people that he/she
thinks can be useful for the newsletter. The team is responsible for designing the

newsletter. Editors are responsible for editing the articles for publication in three

languages. As to the driver, he will be using his own-car to drive for the office

needs. He will be also responsible for distribution of the issues to subscribers
-and for purchasing necessary supplies. The organizational chart and salaries are

given below.
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5

EN Company Organizational Chart

Manager
Chief Editor
‘ Consultant | |

[ [ [ L
' Traslator Journalist Driver ~ Editor
* Secretary’ Designer Distributor
_Saléries

Manager $150.00

Translator $100.00

Journalist $100.00

.Editor $90.00

Driver (with his own car) $100.00
Consultant fee $20.00
Free Lance (5x$10) _ | $50.00
Total | $610.00
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" QVERALL SCHEDULE

'he 6\;éfal:1 schedule is given in the Appendix 3.

‘i, CRITICAL RISKS, PROBLEMS, AND ASSUMPTIONS

‘ 1 " Potential price cutting by competitors

o The company's only poténtial competitor so far (Newspaper and, probably,

Newsletger of the Ministry of Energy and Fuel) most likely will be sub31d1zed by
the Mlmstry This publlshmg group is not much concerned with quahty of the

pubilcatlon (paper, design, €tc., except quality of information). Thus, they can

' charge lower price for their publications.

2; . Information control by the Ministry of Energy and Fuel and unfavorable

compromlse with them

- Ministry of Enetgy and Fuel (ME&F) tries to control information flow in energy

sector’ and wants to have the energy newsletter as its own information organ. So,
ME&F can prevent the company to get information from the Ministry as well as

influence all the other organizations that have some dependence on or

_connection with them. In this case the newsletter will loose

one of the sources of information. However, this not the great problem, because

we have our own information source in the Government and some specialists

from the Ministry of Energy and 1'uel (MET) are ready 1o provide with the articles.

"Last two months were spent on negotiations with the MEF and at last we came

to the mutual agreements on most important issues, that is this company should

operate independeritly and MEF should not control all the information covered in
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: letter, except extremme cases (articles that have strateglc meaning to

and carry polltlcal information, publication of the last should be proved
é'M:E_F). However, they want the company to make a contract with the

fo rnatlon center of MEF and get the mformatlon for some fees, which is

‘ ‘orable condition for the company and adds to the administrative expenses

h 'exce_ss' of estimates). So, the compromise w1th the ME&F can cost additional

unexpected expenses.

4 _. Pnce Increase Assumption
S The assumptlon that price can be increased in the future due to high quality of

- the hewsletter may not be true, because it can affect demand.

5. Personnel |
.To guarantee the quality of the newsletter the company should hire qualified
.-----:personnel. But, at the same time, planned salaries are lower than average

_ salaries for fhe staff the company requires. This can lead to the turnover of

“qualified specialists in the future.
 XII. THE FINANCIAL PLAN

A. Pro Forma Income Statements
‘We could not get any information about similar businesses in Armenia, because
here-is-notone—Se—we-made-assumptions-ourselves—Aecording-te our income
- statement analysis, the company will carry losses in all three years of operations

(we considered only three years, for details see Appendix #2).

“Energy Newsletter” Business Plan
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. Pro Forma Bakmce Sheet

e pro forma balance sheet of the company is prepared for the first year of

ation (see Appendlx #2).

'C. - Pro Forma Cash Flow Analysis

- The cash ﬂow analySIS are glve monthly for the first year of operation and

. quarterly for other two years. According to our estimates the company will have
about 40% of ifs sells in cash in that month, 40% of sales will be paid in the next
month, and the rest, 20% will be quarter subscriptions. The cash needs are very

_ hlgh especially at the beginning, and they keep fluctuating later (see Appendlx

).

D.. Break-even Chart
"The company does not reach break even unit sales in three years of operations
" (again, we considered only three years) According to the break-even chart the

fixed costs are very high compare to the variable costs.

E. Highlights |

The ‘miiximum cash the company will need is_$15,530.00, which is needed in the
s first month. All the cash the cdmpany will need for its operations is provided by
the investor{(s). The company w.ill need some éash af the beginning of eacﬁ _

month, which will be spent on the previous months payable like utility expenses,

and for that month's operation. We dfd ot consider any-loan-possibilities,
because the only possibility to get financing from a bank in Armenia is a

. mortgage loan.
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"_PR.OP(i)‘SED COMPANY OFFERING

onl‘-)'? s'ou_r-ce‘ of financing will be investors’ investments, because as it was
_ni:fi:oned .th'e comp#ny ¢cannot get any financing by loans or line credits. The
i‘-hé‘ri‘ci"ng will be used to start the business and to be able to 'dperate until it
oﬁéfs- its expenses. The amount of money the company will need in three years

of 'its'foperation is given in the pro forma cash flows.

““XIV. CONCLUSION AND RECOMMENDATIONS

" As reader cén see the company can not reach pos itive cash flow unless the
stibscribers can afford market price of the newsletter. In our business plan we

" consider that the situation in Armenia remains stable for the coming three. years.

Yet, we examined another scenario as well, but we congider the last less

" realistic. The 2nd Scenario is based on the assumption of GNP increase per
‘capita, that population can afford market price of the newsletter. In this case the
‘break-even calculations revealed _that only the sales of 400 copies is enough to

' "_’reach break-even (see Appendix 2, Break-even 2nd Scenario). According to this

'S'c'engrio the company can enjoy profits beginning from the fifth month of

business _(see Appendix 2 Break-even chart scenario 2}.

However, even-the current situation of the company can be improved if it

involves into related businesses® such as for example business card or booklets
. production, which can be done easily by the "Microsoft Publisher 2.0". The vizit
card business is a new and growing business in Armenia. There is high demand

for this product in Armenia. Moreover, almost all the international organizations

8Erom now on we consider Scenario 1, that is stable economic conditions in Armenia.
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-e'n-ia' are interested in having vizit cards, who, in fact, make one of our

-market segments.

o) or the company will be very easy to capture this market segment, taking its
tand constant' contacts with international organizations in Armenia, because

-m@st of them are the newsletter subscribers. In addttlon we would like o

rﬁphastse that the vizit card business start-up will not require neither additional
_'-t-n-vestment nor new employees, thus will not add to the fixed costs; and as Ior_
‘variable costs the last are so negligible that can be ignored. To begin this

| bm';i‘nessl the company needs to gather some information in order to make cost-
price calculations, and the rest is the matter ot getting the orders. Besidee, the

E .1 company has an great advéntage over the competition, which is the possibitity of

" advertisement placement in the newsletter.

.."Another pOSSlblllty to improve cash posmon of the company is getting
subscription from the Diaspora orgamzattons in foreign countries. Preltmmary
market research showed that this is the real possibility, yet to make estimates of
:_;tlles_ we needed an additional resea_rch. We recommend the company to

" - conduct market research (o test the opportunity of the market expansion into

foreign countries.
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Appendix 1.

Personal Subscription

12%
11% Yes 72%
58% No ) . 9%
19% Cannot tell 19%
Participants’ Preferences for the
"Newsletter Language

Armenian only 14%

Russian only 12%

English only 14% ° . ;

Armenian and Russian 32%

‘IEnglish and Russian 9%

Armenian and English 4%]|

Armenian, English, Russian 16%

Armenian {average) 37%

Russian {average} 39%

English {average) 24%

Page 1



: ’ . "~ Appendix 1.
Exhibit 2. {Continued on the next page) :

Statistical Information

Statistical Mean " Max Median Min Mode St.Dev 2bth 75th
Parameters , . percentile percentile
Offered Price 1.46 25 0.26] - 0.03 0.26 3.89 6.13 1
Need in newsletter : 6.9] . 10 7 20 10 2.4 5 . 9.3

Prices Offered by Survey Participants _

‘percentage of Survey Participants




Exhibit 2.

Appendix 1.

Percentage of Survey Participants

Survey Participants’

Interest in m:mqm<_ZmEm_mﬂmw

4 6

10




Appendix 1.

Priority
of technological innovations on encrgy saving 1
Tiic-issues (energy sector) 2
five developments inl epergy sector 3
Sector MGMT ‘ 4
iformation on Energy Companies 5
Hsements ' : 6

Page 4
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Nuclear Energy Market in Izmir

zmir will experience an
"energy fight" this month,
Congregation of the do-
mestic and foreign energy
firms in Izmir or the first International
Energy Fair, and the worry that the sixth

Energy congress will form a pro-nuclear

platform drove the Greens to action.
Aylin Gencoglu from $.0.5. Mediter-
ranean Izmir bureau stated that the
preparation for an anti-nuclear program
* is ready and said: "While protests for er-

roneous energy policies increase, some |

are'trying to make the country an
energy market place as if to fight."
Also, Greenpeace applied to IZFAS
[Tzmir Fair Organization Corporation]
and asked for a place at the international
Energy Fair to tell about altemativg en-

Ergy SOUIrces.
10/11/94, CUMHURIYET-

Energy Newsletter
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"This Will Be Our Last Hard

- Winter'

10/22/94 --"This will be our last hard -
winter", State Minister Gagik

_ Martirosian declared at a press

conference at the Armenian
Government. Figures presented seem
rather convincing, provided no
"unpredictable” events take place, the
way it happened in the previous years.

According to the Minister, 51 min.cu.m.

of natural gas is stored in the republic
(the rest of the amount, to complete
65 min, as planned by the "Winter-
95" program, will be accumulated in
November), 64 thousand tons of mazut
(heating oil 4-6); another 44 thousand
tons is on the way from Batourhi to
Yerevan, 52 thousand tons are in
Odessa warehouses, and negotiations
are being carried out about additional
10 thousand tons; 33 thousand tons of
stove fuel (only 3 thousand tons were
stocked last year), 10 thousand tons of
diesel fuel, and 80 thousand cu.m. of
wood. 2100 buildings, instead of the
former 700, will be centrally heated in
Yerevan this winter. 4-hour electricity
supply will be insured for the
population. At the same time, the
districts with central heating,
particularly, Nork , Avan-Arinj,
Davidashen, etc., will receive less
electricity then the districts with no
heating. The populafion of the

carthquake zone will receive liquid fuel,

YEREVAN ("Lragir" daily)

Army Oil Cuts in Russia

MOSCOW: Oii companies are refusing
to supply fuel 1o the Russian army
because it cannot pay its bill, so the
military is being forced to use
emergency reserves. Pavel Grachev, the
Defence Minister, tald the Cabinet.
(AP) '

European Community Granted
130 Million Dollars Credit To
Azerbaijan '

uropean Bank for

Development and

Reconstruction granted 55
million dotlars credit to Azerbaijan: for
construction of hydro-electrical station
on Kura river - near Shamkir, speaker
-of Azeri Parliament, Rasul Guliyev, said
in his interview te radio Liberty.
Another 75 million dollars are donated
to Azerbaijan by European Community
to purchase food products. Rasul
Guliyev said that grain, butter, meat
and other desperately needed food
products will be purchased for this sum
of money. The meeting of the Directors
of World Bank is to take place in-
November, The issue concerning
granting 70 million dollars credit to
Azerbaijan will be discussed during
the meeting. If such resolution is
adopted, those resources would be
spent  for stabilization of rate of

- Manat, Rasul Guliyev said. He

mentioned that these resources will last
Azerbaijan for a year and a half and

Inside This Issue

1. USAID’s Energy Assistance Program

2. EU’s TACIS projects

3. New pipeline to by-pass Bosphorus

4. "This Will Be Our Last Hard Winter"

6. Nuclear Energy Market in Izmir

for this period we must take measures
in econormy, Rasul Guliyev said.
Serious shortcomings in the activity of
the Cabinet have become the reasan
for deep economic crisis in Azerbaijan,
Azeri speaker said. As far as bread
supply problem is concerned, Rasul
Guliyev said that situation will begin
to improve from November [0, "We
are, practically, isolated from the
world due to events of :
Chechnya since  (he raitway through
which 80 percent of Azerbaijan's
export-import are carried out is -
situated  in Chechnya",
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New pipeline aims to by-pass
Bosphorus

ONDON, Oct. 18 (Reuters) -

A trans-Balkan oil pipeline

planned to bypass the con-
gested Bosphorus waterway will provide
an alternative route for Russian oil to
Europe, an industry official in the Tegion
told a conference here. The Albanian,
Macedonian and Bulgarian oil Corpora-
tion (AMBO) plans to build a 530 mile
crude oil pipeline from the Bulgarian
Black Sea port of Bourgas to Viore in
south western Albania., AMBO presi-
dent Vuko Tashkovich said. (corrects
length) AMBO plans to load crude from
Kazakhstan and Azerbaijan on tankers at
the Black Sea port of Novorossiisk and
shuitle them to Bourgas for overland
* pumping to Albania. "The project came
about from Turkey putting a ceiling on
(oil) exports through the Bosphorus last
year," Tashkaovich told Reuters at the il
and Money conference. Crude from the
former Soviet republics reaches

network. But that is fast reaching it's ca-
pacity and congestion is building up as
more oil tankers move through the

is expected to be upgraded to around 1.2
miflion barrels per day (bpd) by 2010
from current levels, said Tashkovich,
Current levels are around 610,00 bpd,
“shipping sources said. AMBO's pro-

'NEWS FROM ALL OVER THE WORLD

(Continued from page 2)

. o o : Winter '95 Preparations
with- foreign aid organizations to insure .

cooperation and to eliminate duplication Kerosene distribution will begin in
of effort and material. The center will Yerevan on November 20. Kerosene
also establish a secure and appropriate will be distribuied only in those areas

 office for the EU center operations, pro- which do not have central heating.

cure computers, office equipment, data (AZG/PAST-10/21/94y

- be about the Lahmier

The next article describing the 8 Million Kwhr Needed For Day-
TACIS projects in Armenia will | long Electricity Supply

International.
8 ml. kwhr i1s necessary, in order to

Novorossiisk, via an -existing pipeline

Bosphorus. The existing infra-structure

loggers, test equipment, and suitable provide the population with 24 hours of
four-wheel drive vehicles. To spread- electricity, the Armenian Government

sheet the industrial site work, the center leported. o ‘
works on hiring an appropriate staff Currently, the population consumes

“form the core of an engincering team, It | ©nly 3 mlno. kwhr. Total production of

is important to establish a good relation- | €lectricity in the republic is about

- ship with various ministries in order to I5-16 min kwhr. When the Armenian

identify priorities of the energy surveys | Nuclear Power Plant resumes

and visit the factories to draw up a firal operation, this volume will increase b){
survey list. As to the media, the center another 8-9 mlin. kwhr. At present,
wishes to work closely with the media | about 70 percent of electricity is
representatives and gain initial news | Produced at hydroelectric power
coverage. The evaluation of activities of | Plants.

the center is planned to be monitored by | YEREVAN ("Lragit* daily - Past),

a steering committee, The center has 10/22/94 :
completed the energy survey at the :

Yerevan Brewery and has identified
many good saving opportunities. These

the more worthwhile savings projects can
be implemented. The further survey at the
are being discussed with the main en. A ¥an saltlinime has started and there w}::l be
ergy engineering contractors for the US-. sl()m; work done at tlhe Ararat Cement ant],
AID in Armenia, Burns and Roe. and the Yerevan TPP, the Cognac Factory, an

" RMA. Under the USAID budget the the Luis' and Cable plants. The work will

center will cooperate closely together be finished by the end of the year. The first

| posed 48 inch fine would have a full ca-
pacity of 800,000 barrels per day,
Tashkovich said he had already ap-
proached Kazahkstan ministers over
crude supplies but no supply deals have
yet been signed. He has not approached
Azerbaijan. The line would be a second
alternative for Russian oil to be trang-
ported to Europe via the Balkan penin-
sula. "Europe will get another {crude)
artery through this pipeline™ he said. The
consortium is made up of the three gov-
i ernments and s approacking interna-
| tional financing institutions such as
EBRD, IFC and World Bank for prelim-

training seminar based on the findings of

with' the Armenian Government to offer .
: the conducted survey was held in October.

a practical investment program, whereby

inary funding estimated at $650 to $700

million. Tashkovich said preliminary cost estimates were lower than expected as most
of the fine would follow existing gas pipelines. Much of the roads and communica-
tions needed to build the oil pipeline are already in place. A Macedonian company
will supply the pipeline thus cutting import costs. Ministers from Bulgaria, Macedonia
and Albania are due to meet in the Macedonian capital Skopje early next month to
sign a pratocol of support for the Balkan pipéline. The three countries have already
cooperated in railway and highway retworks. Tashkovich said the preject would bring
political and ftnancial security to the Balkan region through security of fuel supplies
and tariffs paid by users of the fine. "If we secure the finances then we would like to
start construction in spring 1996" he said. Construction is expected to last three and”
half to four years. --Tanya Pang, Londen Newsroom, REUTERS

ey e
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he WS Atkins Company,
which has been working in
Armenia since 4/15/94,
aims to establish an Energy
nter in Yerevan, which will provide
jormation, technical assistance and
#ning in the industrial and public ser-
e sectors. The immediate focus was
ihe most urgent managerial and op-
itional problems in order to have
simum impact on the Armenian en-
y crisis. This was planned to achieve
1. introducing technology, 2. im-
bving energy efficiency, 3. identify-
and facilitating joint venture oppor-
ities between Armenian companies
i the EU energy equipment manufac-
ers, 4. collaborating closely with
er western experts who work in the
ergy field in Armenia, 5. coordinating
energy audits at end users, 6. provid-
basic training in energy-related is-
5, 7. organizing small practical work-
ps throughout the country to demon-
lle solutions to energy- saving prob-
s. The center is requested to provide
ctical engineering help and in order
jatisty this specific need the company
ntended to set up a working office
intreduce medern electronic data
ging and measurement techniques -
nown in Armenia. The other things
tompany plans to do are training
sineers from the public services and
industrial sector. The center will also
nize several seminars and work-
ps on energy management techniques
¢ the Armenian conditions as a basis

such as distribution of electricity,
e pumping and district heating. The
ractivity of the center will be setting
ONitoring projects to measure reme-
actions taken as investments made
publish the results. In order to im-
ent the tasks outlined above W.S.
Ls gathers detailed background in-

Emion on the Armienian energy situa-
by contact with ali the key organiza-
tand establishes working relations

i (Craitinired on page 3)

(Continued from page 1)
ergy Association. At any one time each
of these organizations can have from |
to 10 separate tasks or projects for the
respective republic.

The next Article of Harout
Topsacalian will be about
the USAID Energy Tasks in
Armenia and Georgia.

Working closely with USAID and pro-
viding technical and management sup-
port is a private consulting firm called
the International Development and En-
ergy Associates (IDEA). They have a
separate contract and are responsible for
monijtoring, coordinating, and providing
support to USAID in managing the

(Continued from page 1)
creation of an energy center (W, S, Atkins
UK), Armenian nuclear power plant safety

ACIS Projects in Armenia: WS Atkins Company

evaluation (PRAMATOME, Paris), ap-

.- timization of the Abovian underground

storage facility (Gas de France, Paris),
rehabilitation of mini-hydro generating
station (Electric de France, Paris), con-
struction of hydro-power station on the
river Debet (Energy for Armenia, Paris),
advice to the Government of Armenia on
Iran gas-pipeline (KANTOR, Creece),
advice to the government in energy sec-
tor (DECON, Germany main contractor,
KANTOR, subcontractor, Greece),
evaluation of Armenia's potential hydro-
carbon deposits  (Simon Petroleum
Technology, UK), mazut delivery (BRS,
Paris). The projects that are under 1994
budget are the following: Implementa-
tion of a national enérgy conservation
program, technicat support for the de-
velopment of the gas industry, improve-
ment of the system operation and controd
practices in Central Asia, common tech-
nical and organizition requirements for
extended security and economy of
power systems operation in all NIS, etc.

Black Sea Countries Discuss Common Energy

Market

n energy working group from the Black Sea Economic Cooperation
(BSEC) countries gathered for the first time on Wednesday to discuss in-
tegration in the energy field. Bulgaria's Energy Committee (BEC) chair-

—man-Nikia-Shervashidze-opened-the-mectingat-this- Black-Seaport say ing lhe eveni

would establish an energy cooperation tradition. Eleven member states set up a Black
Sen and Balkan.regional energy centre earlier this month as u linison between the

BSEC and the BEuropean Union.

Senior officials from Russia, Ukraine, Turkey, Romania, Greece, Armenia, Georgia,
Meldova and Bulgaria will exchange information on the encray situation and power
strategy in their countries. Egypt and Tsrael have sent observers, But representatives.
of member states Albania and Azerbaijan did not turn up, neither did

observers from Tunisia, Slovakia and Poland.

"This is the first step towards revealing our potential in crealing an cnergy market for
trade with electricity, gas, coal and oil,” BSEC deputy chairman Lazar Petkanchin told
Reuters. VARNA, Bulgaria, Oct. 19 (Reuters)




