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History and description of the Elizovo factory 
Elizovo glass factory is located in the settlement of Elizovo in central Belarus, 30 km from the district 
center of Bobruisk and about 130 km to the southeast of Minsk. The distance to the Russian border is 
about 250 km along a good road, which is important in view of the increasing demand for glassware in 
Russia. The potential attractiveness of the Russian market is enhanced by the fact that Belarussian goods 
are not subject to Russian import duties. 
The factory was founded in Elizovo at the start of the 19th century due to the proximity of local sand pits 
and peat fields. Sand for glass production continues to be extracted not far from Elizovo, but peat has been 
replaced as a smelter fuel by gas, which is imported from Russia. 
Before foreign investors arrived, Elizovo’s predecessor, the Oktyabr glass factory, provided about 60% of 
the Belarussian market’s demand for glass jars for preserving agricultural products; considering the 
significance of agriculture to the country, this is an important product. However, the factory’s fixed assets, 
most of which dated to the 1950s, were unable to ensure high-quality output, and thus the company’s 
customers included virtually no “modern” producers of drinks, preserves, sauces, etc., which make high 
demands on packaging. 
It should also be mentioned that the glass factory is the “town-forming” enterprise for Elizovo, providing 
employment to the greater part of the settlement’s working-age population. There are virtually no 
alternative employment opportunities in Elizovo. In recent years the enterprise has encountered problems 
with an outflow of its workforce to other cities in Belarus and Russia. 
Joint venture with Consumers Packaging Inc. 
In the middle of 1996, the Canadian company Consumers Packaging Inc (CPI), at the time one of the 
leading international producers of glassware, signed a contract with a Belarussian partner, Lada OMC 
Holding, to create a joint venture on the basis of the production facilities of Oktyabr glass factory. The idea 
was that the Belarussian partner would buy up a controlling shareholding in Oktyabr and contribute the 
factory’s fixed assets to the charter capital of the new enterprise. The Canadian partner would purchase 
and install equipment for the construction of a modern facility for the production of beer bottles and other 
glassware with a capacity of about 30,000 tonnes per year (aimed primarily at the Russian market) on the 
factory’s unused land. CZAO Steklozavod Elizovo [Elizovo Glass Factory Joint-Stock Company] was 
registered at the end of 1997 as a joint venture of CPI (65%), OAO Steklozavod Oktyabr (25%) and Lada 
OMC Holding (10%). In addition, at the insistence of the Belarussian authorities the existing older 
production facilities were leased back to the Oktyabr factory at a nominal price, and thus the Canadian 
shareholder had virtually no control over their operations. 
By the middle of 1998, approximately 50% of the equipment had been purchased and about the same part 
of construction work at the new enterprise had been completed. However, progress then ceased for a 
number of reasons, including: 
 Disputes among the founders; 
 Problems with customs payments; 
 The 1998 crisis, and probably the most important reason –  
 CPI’s financial difficulties. 

As a result, CPI stopped financing the project. Equipment that had already been delivered was stored in the 
warehouse, some of it in the open air, which led to the risk of it being damaged. At the same time, due to 



the failure of Lada OMC Holding to meet a number of investment conditions the Belarussian government 
began to take measures to recover state ownership of the controlling shareholding in the Oktyabr factory. 
KPMG’s role 
In 2001 CPI fell into bankruptcy proceedings; however, under Canadian law the company’s managers 
retained their authorities, with certain restrictions. As one measure to meet creditors’ claims, CPI began to 
sell off its foreign assets. Seizing the moment and taking advantage of the problems of the Belarussian 
enterprise, the managers of Elizovo offered to buy up all of CPI’s rights in Elizovo glass factory at a very 
low price. At the end of 2001 CPI management engaged KPMG’s Business Restructuring Group, 
responsible for working with troubled enterprises in Russia and the CIS, to conduct a preliminary analysis 
of the situation and recommend a future course of action. 
This analysis led to the conclusion that despite Elizovo’s difficulties, the troubled relations with the 
government, and the need for significant investment to complete construction, the offer made by Elizovo 
management was still too low, and that a strategic investor should be found who would be prepared to pay 
a better price for Elizovo. As a result, KPMG received  a mandate to seek out such potential investors, 
negotiate with them and sell the business and the assets of the company. 
This work was by no means easy, for the following reasons: 
 A whole array of major glass producers showed interest in Russia and the other CIS countries (and 

several of these already had operations in Russia), but Belarus seemed to them to be an excessively 
risky region for investment. 

 For this reason, it soon became apparent that an interested buyer should be identified that already had 
experience in Belarus; however, the number of such investors was quite limited. 

 In addition, due to the strategic importance of the enterprise for the Belarussian economy, and also the 
fact that it was a townforming enterprise in the area, the Belarussian state authorities took an active 
interest in our work, and dealing with these authorities required a delicate touch. It should be noted that 
by the time of the sale, a controlling shareholding in one of Elizovo’s shareholders (Oktyabr glass 
factory) had returned to state ownership. 

 After we had already found a preferred buyer, ATEC HandelsGmbH, an Austrian company 
(hereinafter “ATEC”), a number of legal issues arose, in particular the pre-emptive rights of existing 
shareholders to buy out CPI shares and the need for their approval of the deal, which they could use for 
tactical purposes. 

Despite all this, the transaction on selling CPI’s rights in Elizovo was completed by the required deadline, 
in May 2002. The amount paid by the buyer was substantially more than management’s initial offer. This 
transaction was later approved by a Canadian court, pursuant to Canada’s bankruptcy laws. 
No less importantly, the new investor had long-term plans for Elizovo, and immediately began to 
implement them. 
Description of АТЕС HandelsGmbH 
ATEC is a diversified holding company headquartered in Austria, with representation offices in Russia and 
Belarus. АТЕС includes enterprises producing chemicals, glassware, and also raw materials for food 
products. 
ATEC is a medium-sized company: it has assets of USD 35 million (including fixed assets of USD 25 
million) and annual turnover of USD 29 million. 

Initial results of the activity of ATEC 

The purchase of the remaining equipment and construction, start-up and commissioning work on the new 
enterprise required more than 8 million US dollars, the majority of which ATEC received as loans from 
Raiffeisen-Bank in Austria and the Savings Bank of Belarus. Emhart Glass, the world leading equipment 
producer in this field, was chosen as the supplier. The first line of the new enterprise (with an annual 
capacity of 29,000–33,000 tonnes) was commissioned in August 2003, i.e. slightly more than a year after 
the purchase of the controlling shareholding in Elizovo. This line is one of the most state-of-the-art in the 



CIS. A second line with similar capacity is currently under construction, and is expected to be finished by 
the end of the year. 

At this stage ATEC has decided to concentrate on the production of high-quality jars for both Belarussian 
and Russian consumers instead of on the production of beer bottles. However, production schedules are 
flexible, and the range of products can be changed depending on market needs. 

At the same time, ATEC believes that the capabilities of the old enterprise were not being used in full. 
Although its equipment is outdated and its products do not meet modern quality standards, many 
traditional consumers do not need high-quality glass jars. For them, price is the most important 
consideration. After reaching an agreement with the government, ATEC took control of this enterprise and 
implemented a number of anti-crisis measures such as: 
 replacement of the factory’s management and appointment of their own personnel to all key positions, 

formation of a new team; 

 Establishment of control over all of the enterprise’s financial flows; 

 Implementation of budgeting and management accounting; 

 Organization of the sale of products through pre-payment, control over the pricing policy of dealers; 

 Eliminating barter transactions and a transfer to cash settlements; 

 Creation of the enterprise’s own sales and distribution organizations and its own network of dealers 
(elimination of intermediaries); 

 Cutting of costs on raw materials and energy; 

 Transfer of social assets to the balance sheet of the local administration; 

 Stricter enforcement of work discipline (dismissal of chronic absentees and drunkards, and the hiring 
of young specialists in order to bring new blood into the enterprise); 

 Amendment of the system of wage payment, with a focus on achieving results 

This is a good example of how tangible results can be achieved at many post-Soviet enterprises through 
the implementation of relatively simple and inexpensive organizational measures. As a result of these 
measures: 

 The volume of production output increased from 2,100 tonnes/month to 2,700 tonnes/month, and sales 
increased from USD 400,000/month to USD 720,000/month. 

  Profitability increased by 100% 

 The share of exports grew from 50% to 70%.  

The social aspect of the new investor’s activity is also important: thanks to the commissioning of a new 
workshop, the average number of employees increased to 960 people from 760 at the beginning of 2002. 
The average monthly salary increased by 40%.  Such measures as the setting up of a system for training 
young specialists, land improvement at the factory and in the surrounding village, holding of cultural 
events (including factory anniversary celebrations, etc.) were also important from the point of view of the 
town-forming status of Elizovo glass factory and its relations with the state. 

As far as we understand, in addition to the construction of a second line at the new enterprise future 
business plans include an overhaul of the old workshop and the construction “from scratch” at the Elizovo 
glass factory of another enterprise to produce jars or beer bottles.  

Key lessons 

Only six months have passed since KPMG completed the sale of Elizovo glass factory to ATEC, so it is 
still too early to make any final conclusions. Nevertheless, as mentioned above, significant positive 



changes have taken place in the enterprise’s activity over this period. The following observations can be 
made based on this example: 

 The arrival of a foreign investor, especially in such a difficult region for investment as Belarus, in and 
of itself does not guarantee the recovery and development of the enterprise. For the steady 
development of an enterprise in which investments have been made, the investor should have a well 
thought out strategic plan, and not rely solely on opportunistic prospects for expansion.   

 In addition, the investor should be in a position to implement these plans. Here both the state of its own 
affairs and constant supervision over and direct involvement in the management of the subsidiary are 
important. 

 It would seem that these success factors were missing at CPI, but may be in evidence at ATEC. ATEC 
sees the production of glassware as a significant part of its business, has since bought another glass 
company in Belarus, and has further plans for expanding this business. Moreover, ATEC immediately 
sent a team of managers that was directly involved in the restructuring and anti-crisis management of 
the old factory and completion of construction of the new factory to Elizovo.  

 CPI did not show any interest in the old factory at Elizovo, believing it to be a dead end due to its 
technical obsolescence. In fact CPI distanced itself from the affairs of the old factory by leasing it to its 
previous owner, Oktyabr. ATEC’s work has shown that even an outdated enterprise can be made more 
efficient and profitable by introducing basic order through the strengthening of discipline, 
implementation of a system of management accounting and reform of the purchasing and sales system. 

 Without a doubt, it is difficult to do business in countries and regions where the authorities interfere 
strongly in the activity of enterprises. Belarus is a good example of this.  However, the situation 
described above shows that investors in industrial facilities can be found and business can be 
performed in such regions.  In ATEC’s case, the fact that it had long-term interests in Belarus, and 
consequently experience in building relations with the government authorities, as well as consideration 
of the interests and wishes of the government, played a positive role. The Belarussian authorities feel 
that self-sufficiency in the production of glass jars for canning of preserves is a strategically important 
task, and maintaining the enterprise’s production profile has allowed ATEC to not only build good 
relations with the government, but also to receive a loan from the Savings Bank of Belarus and certain 
tax concessions. 

 From the point of view of relations with the authorities, it was also important that ATEC was willing to  
take into account the town forming status of the company and to resolve, as far as possible, any social 
issues. 

 
 
 
 

 


