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FOREWORD

The management of a transport company wanting to survive in a market economy, has 
to consider the future of its company. This strategic thinking originates from the fact that 
tomorrow's company starts with and is the result of today's investments.

Especially in a market economy the market, our transport market, can change very 
rapidly; new opportunities emerge and "old" markets casu quo clients disappear. Without 
proper (investment) decisions a company may miss opportunities or invest in 
disappearing markets.

In this Business Plan the result of an analysis of the present state of the Georgian 
International Transporters (GIT) is described. It is meant to give an insight into the future 
of the Georgian International Transporters by analysing the company itself and its 
(existing and potential) transport markets. A short overview of some financial aspects of 
the company is presented in chapter four.

The main goal of this Business Plan is:

to set up a first, well structured view of the potential of the 
Georgian International Transporters (GIT).

The Business Plan has been phased as follows:

Chapter one:
Chapter one provides a description of the present state of the GIT. The main item is a 
description of the strong, and some weaker points of the company.

THE PRESENT

Chapter two:
The market opportunities, resulting from a restricted market analysis, are compared with 
the stronger points of the company; the result is the potential market position of the 
future GIT.

THE FUTURE

Chapter three: THE PATH
With THE PATH is meant the process, in the form of investments, reorganisations, etc. 
that the GIT has to go through if the company wants to achieve its full future potential.
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1 THE PRESENT

1.1 Introduction

In this section, after a brief presentation of a short historical background, the present 
position of the company will be discussed by analysing the company's strong points. 
These strong points lie in the advantage that this company has as opposed to 
competitors in the same transport market.
The methodology used is partly based on a SWOT-analysis1. Special emphasis is put on 

Strengths (strong points) of the company.
In the second part of this chapter some economy and transportation-related problems 
are discussed.

1.2 Historical background

In 1974 GIT was founded by the Ministry of Transport with the aim of providing both 
national and international transport. Initially the name of the company was Gruz 
Magristral Auto Trans.
The company started with about 13 subsidiaries spread all over Georgia. At that time GIT 
was Georgia’s largest and strongest transport company. As an associated member of 
ASMAP (the employers association of the former Soviet Union) GIT obtained Carnet TIR 
for operating international transport in the year 1990.
After the downfall of the Soviet Union the company experienced a major decline in 
activities.

At the present time there is no need for Carnet TIR, seeing that for transport to the CIS 
countries the Carnet TIR is not required.
International transport to (Western) Europe has become nearly impossible because of 
the composition of the truck fleet. The present Supermaz are not allowed to operate on 
Western European roads.

1 SWOT: Strengths, Weaknesses, Opportunities, Threats

D970587.aen
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GIT has been transferred from a state owned firm to a stock holding company. The state 
still owns 43% of the stocks and intends to sell their stock to the present management. 
GIT is also a member of GIRCA (Georgian International Carriers Association).

1.3 The Mission

The Mission of a company can be defined as the future goal the company aims at. The 
Mission of Georgian International Transporters (GIT) is to become the leading Caucasian 
international road transport company for transports in the Caucasian area and to Eastern 
and Western Europe.
The core business of the company is directly related to this Mission. All other activities of 
the company have to support this core activity.
The business plan should focus on fulfilling the Mission by strengthening the core 
business.

1.4 Strong points of GIT

Premises, location and equipment
The head office of the company is near the Ministry of Transport in the city of Tbilisi.

The firm has 9 premises spreaded all over the country. Most of the branches are not 
operative, although activities can be restarted upon request.
The three premises in operation are: Tbilisi, Kutaisi and Khashuri.
The total available territory is more than 100,000 m2.
The head office in Tbilisi covers an area of 50,000 m2 On these premises there is some 

capacity for warehousing.

The subsidiary office in the seaport of Poti is under construction. It is expected that the 
start-up of activities of this important subsidiary will generate transport activity.
For international transport GIT has 33 trucks available for transport especially in the CIS 
countries. Transport operations with these countries are more profitable than operating 
with Eastern European countries such as Bulgaria, Romania, etc.

Present activities
The present activities of GIT are twofold, namely:
• international (container) transport
• renting of equipment.

Especially the market for container trucking increased from 4 containers a month in the 
beginning of the year 1996 to 10 containers in October 1996.

5D970587.aen
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Further growth is foreseeable because a new partner of one of the stock holders, 
Corneel Geerts from Belgium, will support GIT with more activities.
The market for renting the trucks to drivers is believed to increase too.

Financial structure and financial position
One of the main problems in the Caucasian republics in general, and in Georgia in 
particular, is the shortage of capital. This capital, for instance, is needed for investments 
in new (Western European standard) transport equipment.
GIT is also confronted with the shortage of risk bearing capital needed for essential 
investments in new transport equipment.

As will be seen in chapter four: FINANCIAL ASPECTS, the financial statements of the 
company are, taking into account the economic situation in the country, quite firm and, 
for the near future profits look interesting.

Transition problems influencing the transport market1.5

Georgia is a country in transition from a centralised economy to a more market-oriented 
economy. Of course this restructuring causes a lot of problems, some of which also 
affect the road transport sector. The solution to these problems, which could block further 
economic development, should be given high priority. Some of the main problems will be 
briefly discussed.

Infrastructure
Road infrastructure is heavily affected by overdue maintenance. Poorly maintained roads 

mean, among other things:
• a decline in transport efficiency because of lower speeds in transports,
• higher costs of repair and maintenance of trucks because of high wear and tear,
• a rise in the number of accidents and unnecessary damage to cargo.

Market economy experience
A problem related to all economic sectors is the lack of knowledge concerning, for 
instance, operating a transport company under market economy circumstances. A study 
and training centre dealing with subjects on market economy can help to solve this major 
problem.

6D970587.aen
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Capital market
For essential investments companies have to attract "external" capital, such as bank 
loans, against reasonable costs. At this moment the lack of this type of capital is one of 
the major problems facing transport companies.
This problem is worsened by the lack of hard currency.

Institutional organisations
In order to further develop the transport sector, and as an essential condition for a further 
development of the economy itself, a strengthening of institutional transport organisations 
such as the Ministry of Transport Affairs and the Road Hauliers Association, is 
imperative. Without a proper framework for the transport sector, such as transport laws, 
transport quality regulations, transport liability and insurance, any further development of 
this sector are bound to be thwarted.

Economic situation
At present the internal Georgian transport market is poor. Most of the factories transport 
their production using own vehicles.
The economic situation of Georgia is still relatively weak. Only after improvement of this 
situation can a rise in the demand for transport take place. This increase will cause that 
the production companies need the support of the road haulage companies. As the 
name GIT is well known in Georgia, transport activities may increase.

7D970587.aen
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2 THE FUTURE

2.1 Economic development

In this paragraph some items regarding the country's ecomonic development that are of 
interest to transport companies, will be discussed. It goes without saying that this 
discussion provides by no way an exhaustive enumeration.

The future of the economic situation of Georgia looks promising thanks to for instance 
the fact that the country forms an essential part of the transport corridor between 
Western Europe and (Central) Asia, the so-called TRACECA (the new "Silk Route"). This 
fact may have a very positive influence on the economic activities in the country, and 
booming economic activities generate a demand for transport capacity.

Another possible development concerns the foreseeable need for proper storage 
capacity.
As a result of past developments the warehousing and distribution market in Georgia has 

not been well developed. With the improvement of the economic situation in the country, 
the need for proper storage as well as collection and distribution of goods will emerge.

As Georgia is part of the main transport corridor to the West, the planned exploitation of 
the rich oil fields near Baku in Azerbaijan may trigger off a booming of transport activities.

2.2 Opportunities

The future of GIT looks promising for the following reasons:

Experienced
The general director, Mr Yuri Gachechiladze, is a graduated engineer of the Georgian 
Polytechnical University and has a long record of transport experience. Moreover, he is 
vice president of GIRCA (the Georgian employers' association) and vice president of 
INSTRA (a forwarding and insurance company).

As the company itself was founded in 1974, the management has now more than 20 
years of international transport experience. Although the company was confronted with a 
major decline in transport activities, the international transport experience and the related 
transport network was not lost. As soon as the demand for international transport will 
increase, GIT is ready to provide good transport services.

8D970587.aen
23 May 1997



N
II
A

Equipment
Apart from the knowledge of international transportation, GIT owns heavy vehicles that 
are capable of operating in CIS countries.

Premises
The main premises are located near the centre of Tbilisi city and is, compared to 
Georgian standard, of high quality.
A major asset will be the subsidiary of GIT in Poti. This subsidiary can act as transport 
generating a central point from which incoming container flows can be coordinated and 
(re)directed.

2.3 Institutional strengthening

With institutional strengthening of, in this case, the transport sector, is meant the process 
that enables and supports further development of transport activities. It implies setting up 
a framework of policy-making and training organisations.
As recommended in the report "TRACECA: Improvement of Road Transport Services", 
the establishment and further development of these new institutions, such as the Ministry 
of Transport and the hauliers association GIRCA, together with the formulation of new 
road transport policies and new laws and regulations, will enable a further development 
of the road transport sector.

9D970587.aen
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3 THE PATH

Introduction3.1

THE PATH describes the conditions that have to be met if GIT wants to achieve its full 
future potential.
The description of THE PATH is based on an analysis of the strengths and weaknesses 
of the company in relation with (transport) market requirements. In general, the following 
four classes can be distinguished:
1. Important for the transport market casu quo the transport clients and a strong point

of GIT (paragraph 3.2),
2. Important for the transport market and a weak point of GIT (paragraph 3.3),
3. Not important for the transport market and a strong point of GIT, and
4. Not important for the transport market and a weak point of GIT.

In this paper points 3 and 4 will not be discussed in any further detail because they are 
not important for the transport market of GIT. Investments that have not been made in 
the interest of existing and future clients are an unnecessary waste of resources.

3.2 Important and strong

The first combination is: important for the market and a strong point of the company.
Items that fall into this category are the main competitive advantages of GIT and that 
have to be cherished.
One important item will be mentioned here:

Important to the market/clients 
- Transports to CIS-countries

Strong points of the company
- Already active in this market
- Availability of heavy trucks
- Well-known company with good (personal) 

relations with clients, authorities, GIRCA, etc.

Of the above-mentioned item no special action is needed as long as the existing 
standard is maintained and, if possible, further strengthened. These items are the main 
assets of GIT.
Concerning the strengths of GIT, one action, however, is still needed: Tell your (potential) 
clients about it!

10D970587.aen
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Important and weak3.3

Factors that are important for clients but are a weak point of the company. The 
management should indeed focus on these points. They may be the cause of the loss of 
(future) clients and may threaten the future position of the company.

Weak points of the company
- (nearly) nonexistent
- Limited capacity available

Important for the market/clients 
Transport to Western Europe 
Warehousing and storage 
facilities
Local distribution and 

collection
Intermodal (road/rail) 
transport
Knowledge of market economy

- No core business

- None

- Very limited

A first short plan will be made for possible solutions for the above-mentioned weak 
points. In the near future these problems (and some others which are not discussed in 
this paper) should have the management's full attention. A strategic plan to resolve these 
weaknesses has to be presented in the short term.

Problem 1: transport to Western Europe
The fleet of GIT consists entirely of Russian-made trucks. Most of them are technically 
unfit, only 55 of the total of 160 trucks being fit for everyday operation.
One of the company’s activities is renting trucks to drivers. In case of an increasing 
transport market, the management of GIT intends to withdraw the rented trucks from the 
drivers.
In the opinion of the management, the market for international transport is fairly good and 
improving. The main problem GIT is facing, is the urgent need for trucks of Western 
European standard. The nearly frustrating lack of hard currency is one of the main 
problems.
In the past GIT had many contacts with Western European forwarders. With the 
increasing of transport activities between Western Europe and the Caucasian republics, 
GIT's former clients stated they want to continue cooperating with the company.
The management foresees a market for at least five vehicles operating for good prices to 
and from Western Europe. Especially the new developments in the harbour Poti will help 
GIT to operate at a higher level.
Further strengthening of relations with foreign partners (for instance through joint 
ventures) may be (part of) a solution of the above-mentioned problems.

11D970587.aen
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Problem 2: limited storage and warehousing facilities
The head office in Tbilisi covers 50,000 m2 On these premises there is some capacity 

for warehousing. In case the demand for warehousing facilities increases, extra capacity 
may be added.

Problem 3: local distribution and collection of goods
The core business of GIT is international (road) transport. With a demand from the 
market for local distribution and collection (as part of an international transport chain) GIT 
may also have to provide this kind of transport activity. A solution may be a strategic 
cooperation with a transport company with local transport as its core business, for 
instance with Tbilantoservice.

Problem 4: intermodal transport
Part of the TRACECA projects deal with the restructuring of transports by rail. Increased 
transport by rail means an increased need for intermodal terminals. The premises of GIT 
are located in the main city and another in the main seaport of Georgia. Growing 
transport may trigger off intermodal transport. Strategic cooperation with a terminal 
provider may strengthen the position of the company.

Problem 5: knowledge of market economy
Although GIT has, by Georgian standards, good knowledge of foreign markets, 
education is needed in the following fields:
• foreign languages (business English),
• management of (transport) companies in a market economy,
• market approach and marketing,
• freight rate and pricing policies,
• financial management and cost calculation,
• computers and management information systems.

Even if a joint venture may solve a substantial part of the problem of inexperience with a 
market economy, an intensive training programme on the subjects mentioned will remain 
obligatory.

12D970587.aen
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3.4 Recommendations for follow-up actions

Although GIT is already in the possession of some heavy trucks and already have 
extensive knowledge of international trade and transport, because of the future growth of 
the company (see: The Mission), further expansion of the activities (including an 
expansion of its fleet) will be necessary.
For the guidance of the desired growth a more elaborate Strategic Plan has to be made. 
This Strategic Plan has to be based on the facts of the Business Plan at hand.

Parts of this Strategic Plan are:

The Marketing Plan
In the Marketing Plan strategic choices that have to be made in order to attract new 
clients, are presented. Part of this plan is a Business Promotion Plan in which the 
promotion of the company is the main subject.
As the main clients will be of foreign origin, the Marketing Plan should focus on reaching 
these client groups.

The Investment Plan
For the expansion of the company a number of investments are needed. The Investment 
Plan presents an overview of the necessary investments.

The Finance Plan
The Finance Plan is strongly related to the Investment Plan. The Finance Plan provides 
an overview of the possibilities (each possibility also indicating the related capital costs) 
for the financing of the necessary investments.

Human Capital
Expansion of the company necessitates extra employees. For some functions the 
company needs more employees of an already existing type, such as drivers; for other, 
newly created functions more action is needed (e.g. planners for the new planning 
department).

Exploitation
The finishing touch of the Strategic Plan, consists of an overview of all the costs of the 
future company as well as the expected revenues.

The next step for GIT is the writing of the Strategic Plan.

13D970587.aen
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4 FINANCIAL ASPECTS

4.1 Introduction

As stated, the core business of the transport activities of GIT is international road 
transport, the other activities only being meant to support this transport activity.
For the near future some further adjustments of the company's operations will be carried
out.
The main item for further strengthening of the core business is the need for extra trucks 

of, preferably, Western European standard.

Basic figures for costing4.2

GIT is a privately owned company in a country that is in transition from a plan economy 
to a market economy. This means that financial data and trip data from the past have 

only very limited value.
However, based on its present transport activities, the following relevant financial data 

could be collected.

Two main activities are distinguished:

International transport Poti-Yerevan
• Every month ten round trips from Poti to Yerevan are carried out. The average 

freight rate for a 20-foot container is US$ 650 and US$ 1130 for a 40-foot 
container. The ratio between the number of 20 and 40 foot containers is 7:3.

• The additional turnover for return loads can be estimated at 10% of the up-load.
• Ten lorries are deployed with this activity.
• The one-way distance between Poti and Yerevan is 650 km.

14D970587.aen
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Renting of vehicles/national transport
The responsibility to take care of, maintain, repair and put new tires on, lies with the 
drivers. Only the costs of licences and technical checks are paid by GIT.

The rent for a small truck is 100 Lari a month. The rent of a large truck is 350 Lari 
a month.
On average drivers rent 30 small trucks and 15 large ones at their own risk.
Diesel costs 30 Tetries per litre. The use of diesel is 50 litre per 100 km.
The costs of licences are for the account of GIT. The costs for a licence is about 
250 Lari a year.
The costs of technical inspections and tax are 130 Lari for small vehicles and 700 
Lari for large ones.
Drivers of the container transporting trucks, get 25% of the turnover. This 
includes repair, maintenance and tires.
(road) Taxes are paid by GIT, an average of 20% of the total turnover.

4.3 Estimated turnover and costs

The estimated turnover is based on the figures mentioned in the previous paragraph.

International transport Poti-Yerevan
On average, every month 10 trips from Poti to Yerevan are performed.

Total turnover a year:
Trip from Poti to Yerevan:
- 20-feet container: 7 containers x 650 US$ x 12 months
- 40-feet container: 3 containers x 1.100 US$ x 12 
Sub-total turnover

54.600 US$
39.600 US$ 
94,200 US$

- Return load trip from Yerevan to Poti: 10% of the up-load 
Total turnover US$
Total turnover Lari (exchange rate: 1 US$ equals 1.27 Lari)

9,420 US$ 
103,620 US$ 
131,600 Lari

D970587.aen
23 May 1997
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Total cost per year:
- Fuel: 120 trips x 1,400km/(50l per 100km) x 0,30 Lari
- Drivers: 25% of the turnover
- Yearly costs of licences: 10 trucks x 250 Lari
- Yearly costs of technical inspection and taxes 

(10 trucks x 700 Laris)

25,200 Lari 
32,900 Lari 
2,500 Lari 
7,000 Lari

Total costs: 67,600 Lari

Reserved for cash flow and taxes 
(131,600-/-67,600)

64,000 Lari

Renting of vehicles/ national transport
The bulk of GIT’s fleet is rented to locally operating, privately owned companies.

Total turnover a year:
- 30 small trucks x 100 Lari per month x 12 months 
-15 large trucks x 350 Lari per month x 12 months

36.000 Lari
63.000 Lari

Total turnover 99,000 Lari

Total costs a year:
- Annual costs of licences:

(30 small+15 large) x 250 Lari per truck
- Annual inspection small trucks:

(30 small x 130 Lari per truck)
- Annual inspection large trucks:

(15 large x 700 Lari per truck)

11,250 Lari

3,900 Lari

10,500 Lari

Total costs 25,650 Lari

Reserved for cash flow and taxes 
(99,000 -/- 25,650)

73,350 Lari

D970587.aen
23 May 1997
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Profit analysis4.4

The total reservation for taxes and overhead costs of the two main activities of GIT 

amounts to:

- Container trucking Poti-Yerevan
- Renting of trucks

64,000 Lari 
73,350 Lari

Total reservation 137,350 Lari

- Costs of administrative staff
(12 months x 1,000 Lari per month)

- Taxes (tariff 20% of turnover)
(20% x (131,600+ 99,000))

12,000 Lari

46,120 Lari

Contribution margin for management fee, 
costs for premises and buildings 
dividend, cash flow, etc. 79,230 Lari

17D970587.aen
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FOREWORD

The management of a transport company wanting to survive in a market economy, has 
to consider the future of its company. This strategic thinking originates from the fact that 
tomorrow's company starts with and is the result of today's investments.

Especially in a market economy the market, our transport market, can change very 
rapidly; new opportunities emerge and "old" markets casu quo clients disappear. Without 
proper (investment) decisions a company may miss opportunities or invest in 
disappearing markets.

In this Business Plan the result of an analysis of the present state of the Georgian 
International Transporters (GIT) is described. It is meant to give an insight into the future 
of the Georgian International Transporters by analysing the company itself and its 
(existing and potential) transport markets.

The main goal of this Business Plan is;

to set up a first, well structured view of the potential of the 
Georgian International Transporters (GIT).

The Business Plan has been phased as follows:

Chapter one:
Chapter one provides a description of the present state of the GIT. The main item is a 
description of the strong, and some weaker points of the company.

THE PRESENT

Chapter two:
The market opportunities, resulting from a restricted market analysis, are compared with 
the stronger points of the company; the result is the potential market position of the 
future GIT.

THE FUTURE

Chapter three: THE PATH
With THE PATH is meant the process, in the form of investments, reorganisations, etc. 
that the GIT has to go through if the company wants to achieve its full future potential.

D970603.aen
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THE PRESENT1

Introduction1.1

In this section, after a brief presentation of a short historical background, the present 
position of the company will be discussed by analysing the company's strong points. 
These strong points lie in the advantage that this company has as opposed to 
competitors in the same transport market.
The methodology used is partly based on a SWOT-analysis1. Special emphasis is put on 

Strengths (strong points) of the company.
In the second part of this chapter some economy and transportation-related problems 
are discussed.

Historical background1.2

In 1974 GIT was founded by the Ministry of Transport with the aim of providing both 
national and international transport. Initially the name of the company was Gruz 
Magristral Auto Trans.
The company started with about 13 subsidiaries spread all over Georgia. At that time GIT 
was Georgia’s largest and strongest transport company. As an associated member of 
ASMAP (the employers association of the former Soviet Union) GIT obtained Carnet TIR 
for operating international transport in the year 1990.
After the downfall of the Soviet Union the company experienced a major decline in 
activities.

At the present time there is no need for Carnet TIR, seeing that for transport to the CIS 
countries the Carnet TIR is not required.
International transport to (Western) Europe has become nearly impossible because of 
the composition of the truck fleet. The present Supermaz are not allowed to operate on 
Western European roads.

1
SWOT: Strengths, Weaknesses, Opportunities, Threats

4D970603.aen
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GIT has been transferred from a state owned firm to a stock holding company. The state 
still owns 43% of the stocks and intends to sell their stock to the present management. 
GIT is also a member of GIRCA (Georgian International Carriers Association).

1.3 The Mission

The Mission of a company can be defined as the future goal the company aims at. The 
Mission of Georgian International Transporters (GIT) is to become the leading Caucasian 
international road transport company for transports in the Caucasian area and to Eastern 
and Western Europe.
The core business of the company is directly related to this Mission. All other activities of 
the company have to support this core activity.
The business plan should focus on fulfilling the Mission by strengthening the core 
business.

Strong points of GIT1.4

Premises, location and equipment
The head office of the company is near the Ministry of Transport in the city of Tbilisi.

The firm has 9 premises spreaded all over the country. Most of the branches are not 
operative, although activities can be restarted upon request.
The three premises in operation are: Tbilisi, Kutaisi and Khashuri.
The total available territory is more than 100,000 m2.
The head office in Tbilisi covers an area of 50,000 m2. On these premises there is some 

capacity for warehousing.

The subsidiary office in the seaport of Poti is under construction. It is expected that the 
start-up of activities of this important subsidiary will generate transport activity.
For international transport GIT has 33 trucks available for transport especially in the CIS 
countries. Transport operations with these countries are more profitable than operating 
with Eastern European countries such as Bulgaria, Romania, etc.

Present activities
The present activities of GIT are twofold, namely:
• international (container) transport
• renting of equipment.

Especially the market for container trucking increased from 4 containers a month in the 
beginning of the year 1996 to 10 containers in October 1996.
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Further growth is foreseeable because a new partner of one of the stock holders, 
Corneel Geerts from Belgium, will support GIT with more activities.
The market for renting the trucks to drivers is believed to increase too.

Financial structure and financial position
One of the main problems in the Caucasian republics in general, and in Georgia in 
particular, is the shortage of capital. This capital, for instance, is needed for investments 
in new (Western European standard) transport equipment.
GIT is also confronted with the shortage of risk bearing capital needed for essential 
investments in new transport equipment.

1.5 Transition problems influencing the transport market

Georgia is a country in transition from a centralised economy to a more market-oriented 
economy. Of course this restructuring causes a lot of problems, some of which also 
affect the road transport sector. The solution to these problems, which could block further 
economic development, should be given high priority. Some of the main problems will be 

briefly discussed.

Infrastructure
Road infrastructure is heavily affected by overdue maintenance. Poorly maintained roads 
mean, among other things:
• a decline in transport efficiency because of lower speeds in transports,
• higher costs of repair and maintenance of trucks because of high wear and tear,
• a rise in the number of accidents and unnecessary damage to cargo.

Market economy experience
A problem related to all economic sectors is the lack of knowledge concerning, for 
instance, operating a transport company under market economy circumstances. A study 
and training centre dealing with subjects on market economy can help to solve this major 
problem.

60970603.aen
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Capital market
For essential investments companies have to attract "external" capital, such as bank 
loans, against reasonable costs. At this moment the lack of this type of capital is one of 
the major problems facing transport companies.
This problem is worsened by the lack of hard currency.

Institutional organisations
In order to further develop the transport sector, and as an essential condition for a further 
development of the economy itself, a strengthening of institutional transport organisations 
such as the Ministry of Transport Affairs and the Road Hauliers Association, is 
imperative. Without a proper framework for the transport sector, such as transport laws, 
transport quality regulations, transport liability and insurance, any further development of 
this sector are bound to be thwarted.

Economic situation
At present the internal Georgian transport market is poor. Most of the factories transport 
their production using own vehicles.
The economic situation of Georgia is still relatively weak. Only after improvement of this 
situation can a rise in the demand for transport take place. This increase will cause that 
the production companies need the support of the road haulage companies. As the 
name GIT is well known in Georgia, transport activities may increase.

7D970603 aen
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2 THE FUTURE

2.1 Economic development

in this paragraph some items regarding the country's ecomonic development that are of 
interest to transport companies, will be discussed. It goes without saying that this 
discussion provides by no way an exhaustive enumeration.

The future of the economic situation of Georgia looks promising thanks to for instance 
the fact that the country forms an essential part of the transport corridor between 
Western Europe and (Central) Asia, the so-called TRACECA (the new "Silk Route"). This 
fact may have a very positive influence on the economic activities in the country, and 
booming economic activities generate a demand for transport capacity.

Another possible development concerns the foreseeable need for proper storage 
capacity.
As a result of past developments the warehousing and distribution market in Georgia has 
not been well developed. With the improvement of the economic situation in the country, 
the need for proper storage as well as collection and distribution of goods will emerge.

As Georgia is part of the main transport corridor to the West, the planned exploitation of 
the rich oil fields near Baku in Azerbaijan may trigger off a booming of transport activities.

2.2 Opportunities

The future of GIT looks promising for the following reasons:

Experienced
The general director, Mr Yuri Gachechiladze, is a graduated engineer of the Georgian 
Polytechnical University and has a long record of transport experience. Moreover, he is 
vice president of GIRCA (the Georgian employers' association) and vice president of 
INSTRA (a forwarding and insurance company).

As the company itself was founded in 1974, the management has now more than 20 
years of international transport experience. Although the company was confronted with a 
major decline in transport activities, the international transport experience and the related 
transport network was not lost. As soon as the demand for international transport will 
increase, GIT is ready to provide good transport services.
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Equipment
Apart from the knowledge of international transportation, GIT owns heavy vehicles that 
are capable of operating in CIS countries.

Premises
The main premises are located near the centre of Tbilisi city and is, compared to 
Georgian standard, of high quality.
A major asset will be the subsidiary of GIT in Poti. This subsidiary can act as transport 
generating a central point from which incoming container flows can be coordinated and 
(re)directed.

Institutional strengthening2.3

With institutional strengthening of, in this case, the transport sector, is meant the process 
that enables and supports further development of transport activities. It implies setting up 
a framework of policy-making and training organisations.
As recommended in the report "TRACECA: Improvement of Road Transport Services", 
the establishment and further development of these new institutions, such as the 
Ministry of Transport and the hauliers association GIRCA, together with the formulation 
of new road transport policies and new laws and regulations, will enable a further 
development of the road transport sector.
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3 THE PATH

Introduction3.1

THE PATH describes the conditions that have to be met if GIT wants to achieve its full 
future potential.
The description of THE PATH is based on an analysis of the strengths and weaknesses 
of the company in relation with (transport) market requirements. In general, the following 
four classes can be distinguished:
1. Important for the transport market casu quo the transport clients and a strong point

of GIT (paragraph 3.2),
2. Important for the transport market and a weak point of GIT (paragraph 3.3),
3. Not important for the transport market and a strong point of GIT and
4. Not important for the transport market and a weak point of GIT.

In this paper points 3 and 4 will not be discussed in any further detail because they are 
not important for the transport market of GIT. Investments that have not been made in 
the interest of existing and future clients are an unnecessary waste of resources.

3.2 Important and strong

The first combination is: important for the market and a strong point of the company.
Items that fall into this category are the main competitive advantages of GIT and that 
have to be cherished.
One important item will be mentioned here:

Important to the market/clients 
- Transports to CIS-countries

Strong points of the company
- Already active in this market
- Availability of heavy trucks
- Well-known company with good (personal) 

relations with clients, authorities, GIRCA, etc.

Of the above-mentioned item no special action is needed as long as the existing 
standard is maintained and, if possible, further strengthened. These items are the main 
assets of GIT.
Concerning the strengths of GIT, one action, however, is still needed: Tell your (potential) 
clients about it!
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3.3 Important and weak

Factors that are important for clients but are a weak point of the company. The 
management should indeed focus on these points. They may be the cause of the loss of 
(future) clients and may threaten the future position of the company.

Weak points of the company
- (nearly) nonexistent
- Limited capacity available

Important for the market/clients 
Transport to Western Europe 
Warehousing and storage 
facilities
Local distribution and 
collection
Intermodal (road/rail) 
transport
Knowledge of market economy

- No core business

- None

- Very limited

A first short plan will be made for possible solutions for the above-mentioned weak 
points. In the near future these problems (and some others which are not discussed in 
this paper) should have the management's full attention. A strategic plan to resolve these 
weaknesses has to be presented in the short term.

Problem 1: transport to Western Europe
The fleet of GIT consists entirely of Russian-made trucks. Most of them are technically 
unfit, only 55 of the total of 160 trucks being fit for everyday operation.
One of the company’s activities is renting trucks to drivers. In case of an increasing 
transport market, the management of GIT intends to withdraw the rented trucks from the 
drivers.
In the opinion of the management, the market for international transport is fairly good and 
improving. The main problem GIT is facing, is the urgent need for trucks of Western 
European standard. The nearly frustrating lack of hard currency is one of the main 
problems.
In the past GIT had many contacts with Western European forwarders. With the 
increasing of transport activities between Western Europe and the Caucasian republics, 
GIT’s former clients stated they want to continue cooperating with the company.
The management foresees a market for at least five vehicles operating for good prices to 
and from Western Europe. Especially the new developments in the harbour Poti will help 
GIT to operate at a higher level.
Further strengthening of relations with foreign partners (for instance through joint 
ventures) may be (part of) a solution of the above-mentioned problems.
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Problem 2: limited storage and warehousing facilities
The head office in Tbilisi covers 50,000 m2. On these premises there is some capacity 

for warehousing. In case the demand for warehousing facilities increases, extra capacity 
may be added.

Problem 3: local distribution and collection of goods
The core business of GIT is international (road) transport. With a demand from the 
market for local distribution and collection (as part of an international transport chain) GIT 
may also have to provide this kind of transport activity. A solution may be a strategic 
cooperation with a transport company with local transport as its core business, for 
instance with Tbilantoservice.

Problem 4: intermodal transport
Part of the TRACECA projects deal with the restructuring of transports by rail. Increased 
transport by rail means an increased need for intermodal terminals. The premises of GIT 
are located in the main city and another in the main seaport of Georgia. Growing 
transport may trigger off intermodal transport. Strategic cooperation with a terminal 
provider may strengthen the position of the company.

Problem 5: knowledge of market economy
Although GIT has, by Georgian standards, good knowledge of foreign markets, 
education is needed in the following fields:
• foreign languages (business English),
• management of (transport) companies in a market economy,
• market approach and marketing,
• freight rate and pricing policies,
• financial management and cost calculation,
• computers and management information systems.

Even if a joint venture may solve a substantial part of the problem of inexperience with a 
market economy, an intensive training programme on the subjects mentioned will remain 
obligatory.
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3.4 Recommendations for follow-up actions

Although GIT is already in the possession of some heavy trucks and already have 
extensive knowledge of international trade and transport, because of the future growth of 
the company (see: The Mission), further expansion of the activities (including an 
expansion of its fleet) will be necessary.
For the guidance of the desired growth a more elaborate Strategic Plan has to be made. 
This Strategic Plan has to be based on the facts of the Business Plan at hand.

Parts of this Strategic Plan are:

The Marketing Plan
In the Marketing Plan strategic choices that have to be made in order to attract new 
clients, are presented. Part of this plan is a Business Promotion Plan in which the 
promotion of the company is the main subject.
As the main clients will be of foreign origin, the Marketing Plan should focus on reaching 

these client groups.

The Investment Plan
For the expansion of the company a number of investments are needed. The Investment 
Plan presents an overview of the necessary investments.

The Finance Plan
The Finance Plan is strongly related to the Investment Plan. The Finance Plan provides 
an overview of the possibilities (each possibility also indicating the related capital costs) 
for the financing of the necessary investments.

Human Capital
Expansion of the company necessitates extra employees. For some functions the 
company needs more employees of an already existing type, such as drivers; for other, 
newly created functions more action is needed (e.g. planners for the new planning 

department).

Exploitation
The finishing touch of the Strategic Plan, consists of an overview of all the costs of the 
future company as well as the expected revenues.

The next step for GIT is the writing of the Strategic Plan.
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FOREWORD

The management of a transport company wanting to survive in a market economy, has 
to consider the future of its company. This strategic thinking originates from the fact that 
tomorrow's company starts with and is the result of today's investments.

Especially in a market economy the market, our transport market, can change very 
rapidly; new opportunities emerge and "old" markets casu quo clients disappear. Without 
proper (investment) decisions a company may miss opportunities or invest in 
disappearing markets.

In this Business Plan the result of an analysis of the present state of the Makro Trans 
Group is described. It is meant to give an insight into the future of the Makro Trans 
Group by analysing the company itself and its (existing and potential) transport markets. 
A short overview of some financial aspects of the company is presented in chapter four.

The main goal of this Business Plan is:

to set up a first, well structured view of the potential of the Makro Trans Group.

The Business Plan has been phased as follows:

Chapter one:
Chapter one provides a description of the present state of the Makro Trans Group. The 
main item is a description of the strong, and some weaker points of the company.

THE PRESENT

Chapter two:
The market opportunities, resulting from a restricted market analysis, are compared with 
the stronger points of the company; the result is the potential market position of the 
future Makro Trans Group.

THE FUTURE

Chapter three: THE PATH
Wth THE PATH is meant the process, in the form of investments, reorganisations, etc. 
that the Makro Trans Group has to go through if the company wants to achieve its full 
future potential.
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1 THE PRESENT

1.1 Introduction

In this section, after a brief presentation of a short historical background, the present 
position of the company will be discussed by analysing the company's strong points. 
These strong points lie in the advantage that this company has as opposed to 
competitors in the same transport market.
The methodology used is partly based on a SWOT-analysis1. Special emphasis is put on 

the Strengths (strong points) of the company.
In the second part of this chapter some economy and transportation-related problems 
are discussed.

1.2 Historical background

In 1992 the present owner of Makro Trans Group, Mr Rovshan Housseinov, started 
transport, forwarding and trade activities after finishing the Automobile University in 
Moscow. With trade activities to all former Soviet countries the Group achieved 
considerable sales. Since the war in Chechnya there has been a sharp decline in these 
activities.

On a site near the harbour of Baku the company developed a Tir Carnet terminal 
especially for road transport. Together with this terminal, accommodation was 
established for the drivers from Iran, Turkey, the former Eastern European countries and, 
incidentally, drivers from Western Europe.
The Group could finance its new activities from the profit that resulted from the trade and 
transport of sugar from Ukraine to Central Asia.

In 1995 the terminal was built at its present location. The same year the Group started a 
cafe and restaurant and in 1996 a building was rented for setting up a hotel.
In the meantime the TIR Carnet-operations were completed with customs clearance and 
forwarding, the latter especially for the drivers without a return load.

1
SWOT: Strengths, Weaknesses, Opportunities, Threats
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The Mission1.3

The Mission of a company can be defined as the future goal the company aims at. The 
Mission of Makro Trans Group is complicated because the Group carries out several 
main activities. The common factor is: to become the leading Azeri integrator of transport 
and transport-related activities.
Within this Mission, international transport is seen as the main activity for the future.

The core business of the company is directly related to this Mission; all other activities 
have to support this core activity.
The business plan should focus on fulfilling the Mission by strengthening the core 

business.

Strong points of Makro Trans Group1.4

Premises, location and equipment
The company's premises are located near the centre of Baku in the seaport area. 
The location of the premises is one of the Group's main strong points.

Most of the buildings are recently built, as a result of which their construction is of high 
quality.
In 1997 the construction of a container terminal will be finished and terminal operations 
will be started. The location of the terminal has good prospects for the expansion of 
activities. Also there are promising possibilities to start a warehouse for the storage of 
goods and internal customs clearance.
The average turn-around time of a truck arriving at the terminal is about 12 hours 
including customs clearance!

The transport business unit has - as part of the transport and forwarding activities - two 
heavy cargo vehicles of Western European standard.

The terminal's guarded parking capacity for the typically Turkish standard vehicles is 
around 40; for the other vehicles, e.g. from Iran, it is 150.
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Present Group activities
The operations of Makro Trans Group are largely focused on the so-called "Black City" of 
Baku.

The Makro Trans Terminal group has one limited and several relatively independent 
working divisions. At the top of the Makro Trans Group is the owner and the president, 
Mr Rovshan Housseinov.

The different divisions, or business units, are controlled by unit managers. 
These units are:

TIR Park activities and (sea/land) terminal activities
The terminal activities are operated by 20 people. The customs clearance is located at 
the same terminal and has a staff of nearly 30 customs employees.
Another 5 employees of the terminal unit also carry out declaration activities.

Repair and maintenance
The construction and repairs and the (minor) maintenance of vehicles are operated by 
about 10 employees.
The trucks that need major repairs, are sent to Sovavto-Baku.

The hotel and restaurant
The hotel capacity of 57 beds on the third floor has recently been extended to the second 
floor. This floor contains 12 rooms with two beds, a bathroom and a toilet.
A restaurant and bar have also been built on the second floor.
A special room for entertainment and relaxation, containing table-tennis and video 
facilities, is under construction.

Container activities
The container terminal activities are planned to start in 1997.

Forwarding, transport and trade activities
The forwarding firm itself is located at the present terminal. The transport, forwarding and 
trade activities are carried out by the president himself.
In the opinion of the president, further development of these activities has high priority.
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Employees
Makro Trans Group was established after the collapse of the Soviet Union. This means 
that the problem most of the Azeri companies are confronted with, that is: the vast 
numbers of redundant employees, is not a problem of this company. Only the people that 
are really essential for the activities of the Group, got appointments.

Financial structure and financial position
As will be seen in chapter four: FINANCIAL ASPECTS, the financial statements of the 
company are, taking into account the country's economic situation, quite firm, and for the 
near future profits look interesting.

Transition problems influencing the transport market1.5

Azerbaijan is a country in transition from a centralised economy to a more market- 
oriented economy. Of course this restructuring causes a lot of problems, some of which 
also affect the road transport sector. The solution to these problems, which could block 
further economic development, should be given high priority. Some of the main problems 
will be briefly discussed.

Infrastructure
Road infrastructure is heavily affected by overdue maintenance. Poorly maintained roads 

mean, among other things:
• a decline in transport efficiency because of lower speeds in transports,
• higher costs of repair and maintenance of trucks because of high wear and tear,
• a rise in the number of accidents and unnecessary damage to cargo.

Market economy experience
A problem related to all economic sectors is the lack of knowledge concerning, for 
instance, operating a transport company under market economy circumstances. A study 
and training centre dealing with subjects on market economy can help to solve this major 
problem.

Capital market
For essential investments companies have to attract "external" capital, such as bank 
loans, against reasonable costs. At this moment the lack of this type of capital is one of 
the major problems facing transport companies.
This problem is worsened by the lack of hard currency.
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Institutional organisations
In order to further develop the transport sector, and as an essential condition for further 
development of the economy itself, a strengthening of institutional transport organisations 
such as the Ministry of Transport Affairs and the Road Hauliers Association, is 
imperative. Without a proper framework for the transport sector, such as transport laws, 
transport quality regulations, transport liability and insurance, any further development of 
this sector are bound to be thwarted.

Economic situation
The economic situation in Azerbaijan is still relatively weak. Only after improvement of 
this situation can a rise in the demand for transport take place.
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THE FUTURE2

Economic development2.1

In this paragraph some items regarding the country's economic development that are of 
interest to transport companies, will be discussed. It goes without saying that this 
discussion provides by no way an exhaustive enumeration.

The future of the economic situation of Azerbaijan looks promising thanks to, for 
instance, the planned exploitation of the rich oil fields near Baku.
This exploitation will trigger off an avalanche of economic side effects, such as:
• influx of foreign currency, creating funds for investments,
• the need of the oil industry for supplies (tubes, tanks, etc.),
• an increased interest of foreign investors.

Booming economic activities imply a more than proportional booming of transport 
activities.

A second item that may have a very positive influence on the economic activities in the 
country is the fact that the country Azerbaijan forms an essential part of the transport 
corridor between Western Europe and (Central) Asia, the so-called TRACECA. This 
TRACECA (the "new" silk route) generates a demand for transport capacity.

Another possible development concerns the foreseeable need for proper storage 
capacity.
As a result of past developments the warehousing and the distribution market in 
Azerbaijan has never been well developed. With the improvement of the economic 
situation in the country, the need for proper storage as well as collection and distribution 
of goods will emerge.
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Opportunities2.2

The future of Makro Trans Group looks promising, for the following reasons:

Experienced
The president of the firm is a graduated engineer of the Automobile Transport University 
of Moscow. He has good knowledge in the field of transport, forwarding, trading and 

customs activities.

Equipment
Makro Trans Group owns some vehicles of Western European standard. Also knowledge 
of (minor) repair and maintenance of this kind of trucks is available.

Premises
The premises are located in the seaport area near the centre of Baku city and is of high 

quality.

Network
The Group is part of an extensive and fast growing network of internationally operating 
companies. Especially the contacts with container lines that are active worldwide, look 
very promising.

2.3 Institutional strengthening

With institutional strengthening of, in this case, the transport sector, is meant the process 
that enables and supports further development of transport activities. It implies setting up 
a framework of policy-making and training organisations.
As recommended in the report "TRACECA: Improvement of Road Transport Services", 
the establishment of these new institutions, such as the proposed Ministry of Transport 
and the hauliers association ABADA, together with the formulation of new road transport 
policies and new laws and regulations, will enable a further development of the road 

transport sector.
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THE PATH3

3.1 Introduction

THE PATH describes the conditions that have to be met if Makro Trans Group wants to 
achieve its full future potential.
The description of THE PATH is based on an analysis of the strengths and weaknesses 
of the company in relation with (transport) market requirements. In general, the following 
four classes can be distinguished:
1. Important for the transport market casu quo the transport clients and a strong point 

of Makro Trans Group (paragraph 3.2),
2. Important for the transport market and a weak point of Makro Trans Group 

(paragraph 3.3),
3. Not important for the transport market and a strong point of Makro Trans Group,

and
4. Not important for the transport market and a weak point of Makro Trans Group.

In this paper points 3 and 4 will not be discussed in any further detail because they are 
not important for the transport market of Makro Trans Group. Investments that have not 
been made in the interest of existing and future clients are an unnecessary waste of 

resources.

3.2 Important and strong

The first combination is: important for the market and a strong point of the company.
Items that fall into this category are the main competitive advantages of Makro Trans 
Group and that have to be cherished. These items are (not exhaustive):

Important to the market/clients Strong points of the company 
• Transports to Western Europe - Good contacts with container lines

operating worldwide
- Possibility to obtain Carnet TIR
- Availability of trucks of Western European standard

• "Organising" of transport - Experienced in transport and transport-related 
activities

- Good contacts with important transport 
destinations
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• Terminal activities - A terminal is already in operation and a special 
terminal for (sea-going) containers is under 
construction

- A very short turn-around time including customs 
clearance

- The terminal provides, among other things:
- hotel accommodation
- safe parking place
- customs clearance
- forwarding activities for return loads

• "All-in" customer service

Of the above mentioned items no special action is needed as long as the existing 
standard is maintained and, if possible, further strengthened. These items are the main 
assets of Makro Trans Group.
Concerning the strengths of Makro Trans Group, one action, however, is still needed: 
Tell your (potential) clients about it!

3.3 Important and weak

Factors that are important for clients but are a weak point of the company. The 
management should indeed focus on these points. They may be the cause of the loss of 
(future) clients and may threaten the future position of the company.

Important for the market/clients
• Warehousing and storage 

facilities
• Local distribution and 

collection
• Intermodal (road/rail) 

transport
• Financial position
• Knowledge of market economy

Weak points of the company 
- Limited capacity available

- No core business

- None

- Lack of foreign currency
- Very limited

A first short plan will be made for possible solutions for the above-mentioned weak 
points. In the near future these problems (and some others which are not discussed in 
this paper) should have the management's full attention. A stragic plan to resolve these 
weaknesses has to be presented in the short term.
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Problem 1: limited storage and warehousing facilities
The new terminal will have approximately the same size as the already operational one. 
However, the new terminal will have a warehouse for commercial activities and customs 
clearance of about 1,000 m2.

Problem 2: local distribution and collection of goods
Local distribution and collection is not an important part of the core business of Makro 
Trans Group. With a rising demand from the market for local distribution and collection 
(as part of an international transport chain) Makro Trans Group may also have to provide 
this kind of transport activity. A solution may be a strategic cooperation with a transport 
company with local transport as its core business.

Problem 3: intermodal road/rail transport
Part of the TRACECA project deals with the restructuring of transports by rail. Increased 
transport by rail means an increased need for intermodal terminals. The premises of 
Makro Trans Group are located near one of the main terminals, the seaport.

Problem 4: lack of hard currency
One of the main problems of the Caucasian republics in general and of Azerbaijan in 
particular, is the shortage of capital and foreign (hard) currency. This capital is needed 
for investments in, for instance, new (Western European standard) transport equipment. 
As Makro Trans Group is faced with several major investment projects (the second 
terminal, the warehouse, new European standard trucks, etc.), the need for capital and 
hard currency increases. Strategic cooperation with foreign companies may be a solution 
of (part of) this major problem.

Problem 5: knowledge of market economy
Although Makro Trans Group has, by Azeri standards, good knowledge of foreign 
markets, education is needed in the following fields:
• foreign languages (business English),
• management of (transport) companies in a market economy,
• market approach and marketing,
• freight rate and pricing policies,
• financial management and cost calculation,
• computers and management information systems.

Even if a joint venture may solve a substantial part of the problem of inexperience with a 
market economy, an intensive training programme on the subjects mentioned will remain 
obligatory.

13D970583.aen
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Recommendations for follow-up actions3.4

Although Makro Trans Group is already in the possession of some trucks of Western 
European standard and already have extensive knowledge of international trade and 
transport, because of the future growth of the company (see: The Mission), further 
expansion of the activities (including an expansion of its fleet) will be necessary.
For the guidance of the desired growth a more elaborate Strategic Plan has to be made. 
This Strategic Plan has to be based on the facts of the Business Plan at hand.
Parts of this Strategic Plan are:

The Marketing Plan
In the Marketing Plan strategic choices that have to be made in order to attract new 
clients are presented. Part of this plan is a Business Promotion Plan in which the 
promotion of the company is the main subject.
As the main clients will be of foreign origin, the Marketing Plan should focus on reaching 
these client groups.

The Investment Plan
For the expansion of the company a number of investments are needed. The Investment 
Plan presents an overview of the necessary investments.

The Finance Plan
The Finance Plan is strongly related to the Investment Plan. The Finance Plan provides 
an overview of the possibilities (each possibility also indicating the related capital costs) 
for the financing of the necessary investments.

Human Capital
Expansion of the company necessitates extra employees. For some functions the 
company needs more employees of an already existing type, such as drivers; for other, 
newly created functions more action is needed (e.g. planners for the new planning 
department).

Exploitation
The finishing touch of the Strategic Plan consists of an overview of all the costs of the 
future company as well as the expected revenues.

The next step for Makro Trans Group is the writing of the Strategic Plan.
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FINANCIAL ASPECTS4

4.1 Introduction

As stated, the core business of the transport and forwarding activities of the Makro Trans 
Group is the integration of road transport activities, with international road transport as 
the spearhead activity. The other activities are only meant to support this.
For the near future some further adjustments of the company’s operations will be carried 
out. These adjustments are:

Transport activities:
In order to further strengthen the core business, extra trucks of Western European 
standard are needed.

The premises and employees:
Further development of the terminals is planned. One of the aims of the investments is a 
further decrease in turn-around time, a very strong point of the terminal operations.

Basic figures for costing4.2

Makro Trans Group is a privately owned company in a country that is in transition from a 
plan economy to a market economy. This means that financial data and trip data from 
the past have just only limited value.
However, based on its present Group activities, the following relevant financial data could 
be collected.

Hotel activity

Cost and Turnover 1996 (realisation):

The yearly turnover - based on the present 57 beds on the third floor - will be:

• 57 beds x 365 days (fully booked) x 4.5 US$= about 90,000 US$ 
Realistic scenario (not fully booked): 70,000 US$.

Costs:
• Renting of the building
• Electricity, etc.

6,000US$
10,000US$
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• Personnel
• Others 
Total costs

15,000US$
9,000US$

40,000US$

Reserved for cash flow and taxes 30,000US$

Cost and Turnover 1997 (forecast):

The yearly turnover for 1997 - based on the present 57 beds on the third floor- will be: 
will be (about) the same as for 1996:

• 57 beds x 365 days (fully booked) x 4.5 US$= about 90,000 US$ 
Realistic scenario (not fully booked): 70,000 US$.

With the availability of the second floor, this year’s (1997) turnover will increase (fully 
booked) to:

• 12 rooms x 2 beds x 365 days x 10 US$ = about 90,000 US$. 
Realistic scenario: 70,000 US$

Other revenues generated from hotel and restaurant activities are balanced with the 
costs and thus have zero profit.

Cost estimations 1997:
• Renting of the building:
• Electricity and gas:
• Personnel:
• Other costs:

6,000 US$
20.000 US$
30.000 US$
14.000 US$

Total costs in US$: 70,000 US$

Turnover: 70,000 + 70,000 = 140,000 US$

Reserved for cash flow and taxes 70,000 US$
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Terminal activities
The turnover of the terminal activities is not known. For one of the main turnover 
generating activities, the parking vehicles at the terminal, is estimated as follows:

Each parking space can contain 1.5 vehicles during 24 hours. The tariff for a fully loaded 
vehicle is 4.50 US$ per 24 hours. The rate for an empty vehicle is 2.30 US$ a day. The 
average is put on 3.40 US$ a day.

Based on normal average capacity used, the turnover will be:

• 365 days x 100 vehicles per day x 3.40 US$ = 124,100 US$

Costs of operating the terminal:
• costs of the premises
• costs of staff
• others

35.000 US$
30.000 US$ 
19,100 US$

84,100 US$Total costs

Reserved for cash flow and taxes 40,000 US$

In 1997 the market will grow to 150 trucks a day. This means an increase in turnover to a 
level of about 190,000 US$. The costs will increase by 15,000 US$ to a level of 100,000 
US$. The reservation for cash flow and taxes will increase to 90,000 US$.

Container activities
Container activities will be operational in the year 1997. This new service of Makro Trans 
Group will dispatch and take care of customs clearance for loads in containers coming 
from Dubai to Baku.
The goods will be unloaded in Baku either at this new terminal or at the "old" one. 
Customs clearance will be taken care of by customs officials.
For the activities performed Makro Trans Group will receive 0.25 US$ per kilogram cargo 
weight.

For the first three months, only one half-loaded container with 10,000 kilogrammes of 
cargo will arrive each month.
During the second quarter two containers will arrive each month with a load of 80% of 
the capacity (an average of 16 tons).
After the first six months a fully loaded container will arrive every week.

17D970583.aen
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For reasons of comparability, the turnover for 1996 will be calculated. 
A forecast for 1997 is made, based on the figures for 1996.

Estimation for the year 1996:
Turnover:
• 1st quarter: 3 containers x 10,000 kg x 0.25
• 2nd quarter: 6 containers x 16,000 kg x 0.25
• 2nd half year: 26 containers x 20,000 kg x 0.25

7,500
24,000

130,000

161,500Total turnover

Costs of the first year for handling 35 containers:
• Handling in Dubai: 35 x 500
• Transport from Dubai to Baku: 35 x 3.150
• Handling costs for Makro: 35 x 200

17,500
110,250

7,000

Total costs 134,750

Reservation for cash flow, commission, taxes, etc. 26,750

Estimation for 1997:
In the following years the turnover will be based on a yearly turnaround of 52 containers.

The costs for transport and handling of a container will be comparable with the figures 

from 1996:
Costs per container: 500 + 3,150 + 200 = 3,850 US$.

The estimated reservation will be:
• 52 containers x ( 5,000 -/- 3,850 ) = about 60,000 US$ a year.
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4.3 Summary

The total turnover for Makro Trans Group is given for the activities mentioned in the 
previous paragraphs. Caused by the fact that the figures for turnover and costs for 
trade/transport activities are not known, only profit figures will be given and these figures 
will be the same (as mentioned by the president) for the years 1996 and 1997:

Profit1} (USD)Turnover (USD) Cost (USD)

1996 1997 1996 1997 1996 1997

Hotel 70,000 220,000 40,000 70,000 30,000 70,000

Terminal 125,000 190,000 85,000 100,000 40,000 90,000

Containers 161,500 260,000 134,750 200,200 26,750 59,800

Total 356,500 670,000 259,750 370,200 96,750 219,800

Forwarding 60,000 60,000

Transport 50,000 50,000

Total profit 206,750 329,000

In this case profit is a reservation for all costs that have not been mentioned, 
such as taxes and commissions. After deduction of these costs, the net profit will 
result.
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FOREWORD

The management of a transport company wanting to survive in a market economy, has 
to consider the future of its company. This strategic thinking originates from the fact that 
tomorrow's company starts with and is the result of today's investments.

Especially in a market economy the market, our transport market, can change very 
rapidly; new opportunities emerge and "old" markets casu quo clients disappear. Without 
proper (investment) decisions a company may miss opportunities or invest in 
disappearing markets.

In this Business Plan the result of an analysis of the present state of the Makro Trans 
Group is described. It is meant to give an insight into the future of the Makro Trans 
Group by analysing the company itself and its (existing and potential) transport markets.

The main goal of this Business Plan is:

to set up a first, well structured view of the potential of the Makro Trans Group.

The Business Plan has been phased as follows:

Chapter one:
Chapter one provides a description of the present state of the Makro Trans Group. The 
main item is a description of the strong, and some weaker points of the company.

THE PRESENT

THE FUTUREChapter two:
The market opportunities, resulting from a restricted market analysis, are compared with 
the stronger points of the company; the result is the potential market position of the
future Makro Trans Group.

Chapter three:
With THE PATH is meant the process, in the form of investments, reorganisations, etc. 
that the Makro Trans Group has to go through if the company wants to achieve its full 
future potential.

THE PATH

3D970605.aen
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1 THE PRESENT

1.1 Introduction

In this section, after a brief presentation of a short historical background, the present 
position of the company will be discussed by analysing the company's strong points. 
These strong points lie in the advantage that this company has as opposed to 
competitors in the same transport market.
The methodology used is partly based on a SWOT-analysis1. Special emphasis is put on 

the Strengths (strong points) of the company.
In the second part of this chapter some economy and transportation-related problems 
are discussed.

1.2 Historical background

In 1992 the present owner of Makro Trans Group, Mr Rovshan Housseinov, started 
transport, forwarding and trade activities after finishing the Automobile University in 
Moscow. With trade activities to all former Soviet countries the Group achieved 
considerable sales. Since the war in Chechnya there has been a sharp decline in these 
activities.

On a site near the harbour of Baku the company developed a Tir Carnet terminal 
especially for road transport. Together with this terminal, accommodation was 
established for the drivers from Iran, Turkey, the former Eastern European countries and, 
incidentally, drivers from Western Europe.
The Group could finance its new activities from the profit that resulted from the trade and 
transport of sugar from Ukraine to Central Asia.

In 1995 the terminal was built at its present location. The same year the Group started a 
cafe and restaurant and in 1996 a building was rented for setting up a hotel.
In the meantime the TIR Carnet-operations were completed with customs clearance and 
forwarding, the latter especially for the drivers without a return load.

1 SWOT: Strengths, Weaknesses, Opportunities, Threats
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1.3 The Mission

The Mission of a company can be defined as the future goal the company aims at. The 
Mission of Makro Trans Group is complicated because the Group carries out several 
main activities. The common factor is: to become the leading Azeri integrator of transport 
and transport-related activities.
Within this Mission, international transport is seen as the main activity for the future.

The core business of the company is directly related to this Mission; all other activities 
have to support this core activity.
The business plan should focus on fulfilling the Mission by strengthening the core 
business.

1.4 Strong points of Makro Trans Group

Premises, location and equipment
The company's premises are located near the centre of Baku in the seaport area. 
The location of the premises is one of the Group's main strong points.

Most of the buildings are recently built, as a result of which their construction is of high 
quality.
In 1997 the construction of a container terminal will be finished and terminal operations 
will be started. The location of the terminal has good prospects for the expansion of 
activities. Also there are promising possibilities to start a warehouse for the storage of 
goods and internal customs clearance.
The average turn-around time of a truck arriving at the terminal is about 12 hours 
including customs clearance!

The transport business unit has - as part of the transport and forwarding activities - two 
heavy cargo vehicles of Western European standard.

The terminal's guarded parking capacity for the typically Turkish standard vehicles is 
around 40; for the other vehicles, e.g. from Iran, it is 150.
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Present Group activities
The operations of Makro Trans Group are largely focused on the so-called "Black City" of 
Baku.

The Makro Trans Terminal group has one limited and several relatively independent 
working divisions. At the top of the Makro Trans Group is the owner and the president, 
Mr Rovshan Housseinov.

The different divisions, or business units, are controlled by unit managers. 
These units are:

TIR Park activities and (sea/land) terminal activities
The terminal activities are operated by 20 people. The customs clearance is located at 
the same terminal and has a staff of nearly 30 customs employees.
Another 5 employees of the terminal unit also carry out declaration activities.

Repair and maintenance
The construction and repairs and the (minor) maintenance of vehicles are operated by 
about 10 employees.
The trucks that need major repairs, are sent to Sovavto-Baku.

The hotel and restaurant
The hotel capacity of 57 beds on the third floor has recently been extended to the second 
floor. This floor contains 12 rooms with two beds, a bathroom and a toilet.
A restaurant and bar have also been built on the second floor.
A special room for entertainment and relaxation, containing table-tennis and video 
facilities, is under construction.

Container activities
The container terminal activities are planned to start in 1997.

Forwarding, transport and trade activities
The forwarding firm itself is located at the present terminal. The transport, forwarding and 
trade activities are carried out by the president himself.
In the opinion of the president, further development of these activities has high priority.

6D970605aen
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Employees
Makro Trans Group was established after the collapse of the Soviet Union. This means 
that the problem most of the Azeri companies are confronted with, that is: the vast 
numbers of redundant employees, is not a problem of this company. Only the people that 
are really essential for the activities of the Group, got appointments.

1.5 Transition problems influencing the transport market

Azerbaijan is a country in transition from a centralised economy to a more market- 
oriented economy. Of course this restructuring causes a lot of problems, some of which 
also affect the road transport sector. The solution to these problems, which could block 
further economic development, should be given high priority. Some of the main problems 
will be briefly discussed.

Infrastructure
Road infrastructure is heavily affected by overdue maintenance. Poorly maintained roads 
mean, among other things:
• a decline in transport efficiency because of lower speeds in transports,
• higher costs of repair and maintenance of trucks because of high wear and tear,
• a rise in the number of accidents and unnecessary damage to cargo.

Market economy experience
A problem related to all economic sectors is the lack of knowledge concerning, for 
instance, operating a transport company under market economy circumstances. A study 
and training centre dealing with subjects on market economy can help to solve this major 
problem.

Capital market
For essential investments companies have to attract "external" capital, such as bank 
loans, against reasonable costs. At this moment the lack of this type of capital is one of 
the major problems facing transport companies.
This problem is worsened by the lack of hard currency.
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Institutional organisations
In order to further develop the transport sector, and as an essential condition for further 
development of the economy itself, a strengthening of institutional transport organisations 
such as the Ministry of Transport Affairs and the Road Hauliers Association, is 
imperative. Without a proper framework for the transport sector, such as transport laws, 
transport quality regulations, transport liability and insurance, any further development of 
this sector are bound to be thwarted.

Economic situation
The economic situation in Azerbaijan is still relatively weak. Only after improvement of 
this situation can a rise in the demand for transport take place.

8D970605 aen
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THE FUTURE2

2.1 Economic development

In this paragraph some items regarding the country's economic development that are of 
interest to transport companies, will be discussed. It goes without saying that this 
discussion provides by no way an exhaustive enumeration.

The future of the economic situation of Azerbaijan looks promising thanks to, for 
instance, the planned exploitation of the rich oil fields near Baku.
This exploitation will trigger off an avalanche of economic side effects, such as:
• influx of foreign currency, creating funds for investments,
• the need of the oil industry for supplies (tubes, tanks, etc.),
• an increased interest of foreign investors.

Booming economic activities imply a more than proportional booming of transport 
activities.

A second item that may have a very positive influence on the economic activities in the 
country is the fact that the country Azerbaijan forms an essential part of the transport 
corridor between Western Europe and (Central) Asia, the so-called TRACECA. This 
TRACECA (the "new" silk route) generates a demand for transport capacity.

Another possible development concerns the foreseeable need for proper storage 
capacity.
As a result of past developments the warehousing and the distribution market in 
Azerbaijan has never been well developed. With the improvement of the economic 
situation in the country, the need for proper storage as well as collection and distribution 
of goods will emerge.
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Opportunities2.2

The future of Makro Trans Group looks promising, for the following reasons:

Experienced
The president of the firm is a graduated engineer of the Automobile Transport University 
of Moscow. He has good knowledge in the field of transport, forwarding, trading and 
customs activities.

Equipment
Makro Trans Group owns some vehicles of Western European standard. Also knowledge 
of (minor) repair and maintenance of this kind of trucks is available.

Premises
The premises are located in the seaport area near the centre of Baku city and is of high 
quality.

Network
The Group is part of an extensive and fast growing network of internationally operating 
companies. Especially the contacts with container lines that are active worldwide, look 
very promising.

2.3 Institutional strengthening

With institutional strengthening of, in this case, the transport sector, is meant the process 
that enables and supports further development of transport activities. It implies setting up 
a framework of policy-making and training organisations.
As recommended in the report "TRACECA: Improvement of Road Transport Services", 
the establishment of these new institutions, such as the proposed Ministry of Transport 
and the hauliers association ABADA, together with the formulation of new road transport 
policies and new laws and regulations, will enable a further development of the road 

transport sector.
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THE PATH3

3.1 Introduction

THE PATH describes the conditions that have to be met if Makro Trans Group wants to 
achieve its full future potential.
The description of THE PATH is based on an analysis of the strengths and weaknesses 
of the company in relation with (transport) market requirements. In general, the following 
four classes can be distinguished:
1. Important for the transport market casu quo the transport clients and a strong point 

of Makro Trans Group (paragraph 3.2),
2. Important for the transport market and a weak point of Makro Trans Group 

(paragraph 3.3),
3. Not important for the transport market and a strong point of Makro Trans Group, and
4. Not important for the transport market and a weak point of Makro Trans Group.

In this paper points 3 and 4 will not be discussed in any further detail because they are 
not important for the transport market of Makro Trans Group. Investments that have not 
been made in the interest of existing and future clients are an unnecessary waste of 

resources.

3.2 Important and strong

The first combination is: important for the market and a strong point of the company. 
Items that fall into this category are the main competitive advantages of Makro Trans 
Group and that have to be cherished. These items are (not exhaustive):

Important to the market/clients 
• Transports to Western Europe

Strong points of the company
- Good contacts with container lines 

operating worldwide
- Possibility to obtain Carnet TIR
- Availability of trucks of Western European standard

• "Organising" of transport - Experienced in transport and transport-related 
activities

- Good contacts with important transport 
destinations

- A terminal is already in operation and a special• Terminal activities
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terminal for (sea-going) containers is under 
construction

- A very short turn-around time including customs 
clearance

- The terminal provides, among other things:
- hotel accommodation
- safe parking place
- customs clearance
- forwarding activities for return loads

• "All-in" customer service

Of the above mentioned items no special action is needed as long as the existing 
standard is maintained and, if possible, further strengthened. These items are the main 
assets of Makro Trans Group.
Concerning the strengths of Makro Trans Group, one action, however, is still needed: 
Tell your (potential) clients about it!

3.3 Important and weak

Factors that are important for clients but are a weak point of the company. The 
management should indeed focus on these points. They may be the cause of the loss of 
(future) clients and may threaten the future position of the company.

Important for the market/clients
• Warehousing and storage 

facilities
• Local distribution and 

collection
• Intermodal (road/rail) 

transport
• Financial position
• Knowledge of market economy

Weak points of the company 
- Limited capacity available

- No core business

- None

- Lack of foreign currency
- Very limited

A first short plan will be made for possible solutions for the above-mentioned weak 
points. In the near future these problems (and some others which are not discussed in 
this paper) should have the management's full attention. A stragic plan to resolve these 
weaknesses has to be presented in the short term.
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Problem 1: limited storage and warehousing facilities
The new terminal will have approximately the same size as the already operational one. 
However, the new terminal will have a warehouse for commercial activities and customs 
clearance of about 1,000 m2.

Problem 2: local distribution and collection of goods
Local distribution and collection is not an important part of the core business of Makro 
Trans Group. With a rising demand from the market for local distribution and collection 
(as part of an international transport chain) Makro Trans Group may also have to provide 
this kind of transport activity. A solution may be a strategic cooperation with a transport 
company with local transport as its core business.

Problem 3: intermodal road/rail transport
Part of the TRACECA project deals with the restructuring of transports by rail. Increased 

transport by rail means an increased need for intermodal terminals. The premises of 
Makro Trans Group are located near one of the main terminals, the seaport.

Problem 4: lack of hard currency
One of the main problems of the Caucasian republics in general and of Azerbaijan in 
particular, is the shortage of capital and foreign (hard) currency. This capital is needed 
for investments in, for instance, new (Western European standard) transport equipment. 
As Makro Trans Group is faced with several major investment projects (the second 
terminal, the warehouse, new European standard trucks, etc.), the need for capital and 
hard currency increases. Strategic cooperation with foreign companies may be a solution 
of (part of) this major problem.

Problem 5: knowledge of market economy
Although Makro Trans Group has, by Azeri standards, good knowledge of foreign 
markets, education is needed in the following fields:
• foreign languages (business English),
• management of (transport) companies in a market economy,
• market approach and marketing,
• freight rate and pricing policies,
• financial management and cost calculation,
• computers and management information systems.

Even if a joint venture may solve a substantial part of the problem of inexperience with a 
market economy, an intensive training programme on the subjects mentioned will remain 
obligatory.
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Recommendations for follow-up actions3.4

Although Makro Trans Group is already in the possession of some trucks of Western 
European standard and already have extensive knowledge of international trade and 
transport, because of the future growth of the company (see: The Mission), further 
expansion of the activities (including an expansion of its fleet) will be necessary.
For the guidance of the desired growth a more elaborate Strategic Plan has to be made. 
This Strategic Plan has to be based on the facts of the Business Plan at hand.
Parts of this Strategic Plan are:

The Marketing Plan
In the Marketing Plan strategic choices that have to be made in order to attract new 
clients are presented. Part of this plan is a Business Promotion Plan in which the 
promotion of the company is the main subject.
As the main clients will be of foreign origin, the Marketing Plan should focus on reaching 
these client groups.

The Investment Plan
For the expansion of the company a number of investments are needed. The Investment 
Plan presents an overview of the necessary investments.

The Finance Plan
The Finance Plan is strongly related to the Investment Plan. The Finance Plan provides 
an overview of the possibilities (each possibility also indicating the related capital costs) 
for the financing of the necessary investments.

Human Capital
Expansion of the company necessitates extra employees. For some functions the 
company needs more employees of an already existing type, such as drivers; for other, 
newly created functions more action is needed (e.g. planners for the new planning 
department).

Exploitation
The finishing touch of the Strategic Plan consists of an overview of all the costs of the 
future company as well as the expected revenues.

The next step for Makro Trans Group is the writing of the Strategic Plan.
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FOREWORD

The management of a transport company wanting to survive in a market economy, has 
to consider the future of its company. This strategic thinking originates from the fact that 
tomorrow’s company starts with and is the result of today’s investments.

Especially in a market economy the market, our transport market, can change very 
rapidly; new opportunities emerge and "old" markets casu quo clients disappear. Without 
proper (investment) decisions a company may miss opportunities or may invest in 
disappearing markets.

In this Business Plan the result of an analysis of the present state of the company 
Sovavto-Baku is described. It is meant to give an insight into the future of Sovavto-Baku 
by analysing the company itself and its (existing and potential) transport markets. A short 
overview of some financial aspects of the company is presented in chapter four.

The main goal of this Business Plan is:

to set up a first, well-structured view of the potential of the company Sovavto-Baku.

The Business Plan has been phased as follows:

Chapter one:
Chapter one provides a description of the present state of Sovavto-Baku. The main item 
is a description of the strong, and some of the weaker points of the company.

THE PRESENT

Chapter two:
The market opportunities, resulting from a restricted market analysis, are compared with 
the stronger points of the company; the result is the potential market position of the 
future Sovavto-Baku.

THE FUTURE

Chapter three:
Wth THE PATH is meant the process, in the form of investments, reorganisations, etc. 
that Sovavto-Baku has to go through if the company wants to achieve its full future 
potential.

THE PATH
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THE PRESENT1

1.1 Introduction

In this section, after a brief presentation of a short historical background, the present 
position of the company will be discussed by analysing the company’s strong points. 
These strong points lies in the advantage that this company has as opposed to 
competitors in the same transport market.
The methodology used is partly based on a SWOT-analysis1. Special emphasis is put on 

the Strengths (strong points) of the company.
In the second part of this chapter some economy and transportation-related problems 
are discussed.

1.2 Historical background

Sovavto-Baku was founded in 1973 in Baku City as part of the Sovtransavto-group. In 
1976 a new facility was built near the Iran border in Astara. After the revolution in Iran in 
1979 a collapse in road transport from Iran to Western countries could be seen, as a 
result of which the Astara subsidiary was closed in 1986. Management team and 
employees moved to the Baku office.
In that year the present director, Mr Avez Ahmedov, joined the firm. The management 
has established good relations with the authorities in the transport sector in Azerbaijan 
and the former Sovjet Union.
Nowadays the company still works close by together with other subsidiaries of 
Sovtransavto. The most important activity is transporting to other CIS countries and, 
partly using the Sovtransavto network, to Western Europe.

1
SWOT: Strengths, Weaknesses, Opportunities, Threats
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1.3 The Mission

The Mission of a company can be defined as the future goal the company aims at. The 
Mission of Sovavto-Baku is: to become the leading Caucasian international transport 
company for transports to and from Western Europe.
The core business of the company is directly related to this Mission. All other activities of 
the company have to support this core activity.
The business plan should focus on fulfilling the Mission by strengthening the core 
business.

Strong points of Sovavto-Baku1.4

Premises, location and equipment
The company’s premises are located near the main road from Baku to Sumgait in an 
industrial area with ample space for the expansion of activities.
The quality of the buildings (office, workshop, etc.) of the company is of high standard, 
especially when taking into account the present economic situation.
The premises neighbour on the main rail corridor from Baku to the West.

For its transport activities the company possesses 110 trucks and 130 trailers. Of the 
trailers 86 are refrigerated.
Western-European makes are essential for transporting to the West; Russian makes are 
not authorised in Western Europe.
Seeing that most of the Azeri do not possess trucks of Western European standard, 
Sovavto-Baku is one of the very few companies that is sufficiently equipped to provide 
transport to Western Europe.

Present transport activities
Sovavto-Baku is a company "under privatisation", which means: in transition from a 
state-owned company to a privately owned company. In general a privately owned 
company can react more swiftly to changing (market) circumstances and complete 
transition is therefore one of the conditions to be met in the near future.
Although the company is under privatisation, it still is (and possibly will be in the future) 
part of the Sovtransavto conglomerate. This means that the company, via this elaborate 
transport network, has access to major international transport markets.
At this moment transport operations are mainly focused on Belarus (Brest) and Moscow. 
For instance, every month 35 fully loaded truck trailers run from Moscow to Germany 
and vice versa.
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In a more general context the transport market for Sovavto-Baku has shown a most 
promising increase during the last couple of months. Especially after very successful 
negotiations with firms in Germany, Poland and Moscow and the renewal of the good 
relationship with the Sovtransavto network, there is good progress in the expansion of 
transport activities.

Employees
After the collapse of the Sovjet Union, transport activities experienced a major decline. 
Obviously Sovavto-Baku was also affected by this decline, characterised for instance by 
a drop in transport activities. This meant that the company was urged to reduce its 
transport capacity to a new, much lower level.
After this restructuring, which is now nearly completed, a new, much more flexible 
company emerged. And, of course, only the best employees got new appointments.

Financial structure and financial position
One of the main problems in the Caucasian republics in general, and in Azerbaijan in 
particular, is the shortage of capital. This capital is needed for investments in new 
(Western European standard) transport equipment.
Sovavto-Baku is also confronted with the shortage of risk-bearing capital needed for 
essential investments in new transport equipment. The advantage this company has as 
apposed to other Azeri transport companies is that it already generates its own hard 
currency funds from existing international transport activities.
As will be seen in chapter four, FINANCIAL ASPECTS, the financial statements of the 
company are, taking into account the country’s economic situation quite firm, and for the 
near future profits look interesting.

1.5 Transition problems influencing the transport market

Azerbaijan is a country in transition from a centralised economy to a more market- 
oriented economy. Of course this restructuring causes a lot of problems, some of which 
also affect the road transport sector. The solution to these problems, which could block 
further economic development, should be given high priority. Some of the main problems 
will be briefly discussed.

Infrastructure
Road infrastructure is heavily affected by overdue maintenance. Poorly maintained roads 
mean, amongst other things:
• a decline in transport efficiency because of lower speeds in transports,
• higher costs of repair and maintenance of trucks because of high wear and tear,
• a rise in the number of accidents and unnecessary damage to cargo.
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Market economy experience
A problem related to all economic sectors is the lack of knowledge concerning, for 
instance, operating a transport company under market economy circumstances. A study 
and training centre dealing with subjects on market economy can help to solve this major 
problem.

Capital market
For essential investments companies have to attract "external" capital, such as bank 
loans, against reasonable costs. At this moment the lack of this type of capital is one of 
the major problems facing transport companies.

Institutional organisations
In order to further develop the transport sector, and as an essential condition for a further 
development of the economy itself, a strengthening of institutional transport organisations 
such as the Ministry of Transport Affairs and the Road Hauliers Association, is 
imperative. Without a proper framework for the transport sector such as transport laws, 
transport quality regulations, transport liability and insurance, any further development of 
this sector are bound to be thwarted.

Economic situation
The economy in Azerbaijan is still relatively week. Only after improvement of this 
situation can a rise in the demand for transport take place.

7D970565.aen
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2 THE FUTURE

Economic development2.1

In this paragraph some items regarding the country's economic development that are of 
interest to transport companies, will be discussed. It goes without saying that this 
discussion provides by no way an exhaustive enumeration.

The future of the economic situation of Azerbaijan looks promising thanks to, for 
instance, the planned exploitation of the rich oil fields near Baku.
This exploitation will trigger off an avalanche of economic side effects, such as:
• influx of foreign currency, creating funds for investments,
• the need of the oil industry for supplies (tubes, tanks, etc.),
• an increased interest of foreign investors.
Booming economic activities imply a more than proportional booming of transport 
activities.

A second item that may have a very positive influence on the economic activities in the 
country is the fact that the country Azerbaijan forms an essential part of the transport 
corridor between Western Europe and (Central) Asia, the so-called TRACECA. This 
TRACECA (the "new" silk route) generates a demand for transport capacity.

Another possible development concerns the foreseeable need for proper storage 
capacity.
As a result of past developments the warehousing in Azerbaijan has never been well 
developed. With the improvement of the economic situation in the country, the need for 
proper storage as well as collection and distribution of goods will emerge.

2.2 Opportunities

The future of Sovavto-Baku looks promising for the following reasons:

Experienced
The company Sovavto-Baku is one of the very few Azeri transport companies that 
already has extensive knowledge of international (incl. Western European) 
transportation.
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This knowledge is strengthened by the membership of the Sovtransavto network. Also 
the availability of Carnet Tirs, essential for international transport does not pose too many 
problems for the company.

Equipment
Apart from the knowledge of international transportation, Sovavto-Baku owns a fleet of 
vehicles of Western European standard. As the availability of vehicles of Western 
European standard is one of the main problems of the Azeri transport companies, this is 
a major advantage.

Premises
The premises are located near one of the main transport corridors (road and rail) in the 
TRACECA. Near the premises there is ample space available for a considerable 
expansion of for instance warehousing activities.

2.3 Institutional strengthening

With institutional strengthening of, in this case, the transport sector, is meant the process 
that enables and supports further development of transport activities. It implies setting up 
a framework of policy-making and training organisations.
As recommended in the report "TRACECA: Improvement of Road Transport Services", 
the establishment of these new institutions, such as the proposed Ministry of Transport 
and the hauliers association ABADA, together with the formulation of new road transport 
policies and new laws and regulations, will enable a further development of the road 

transport sector.

D970565.aen
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3 THE PATH

3.1 Introduction

THE PATH describes the conditions that have to be met if Sovavto-Baku wants to 
achieve its full future potential.
The description of THE PATH is based on an analysis of the strengths and weaknesses 
of the company in relation with (transport) market requirements. In general, the following 
four classes can be distinguished:
1. Important for the transport market casu quo the transport clients and a strong point

of Sovavto-Baku (paragraph 3.2),
2. Important for the transport market and a weak point of Sovavto-Baku 

(paragraph 3.3),
3. Not important for the transport market and a strong point of Sovavto-Baku, and
4. Not important for the transport market and a weak point of Sovavto-Baku.

In this paper points 3 and 4 will not be discussed in any further detail because they are 
not important for the market of Sovavto-Baku. Investments that have not been made in 
the interest of existing and future clients are an unnecessary waste of resources.

3.2 Important and strong

The first combination is: important for the market and a strong point of the company. 
Items that fall into this category are the main competitive advantages that Sovavto-Baku 
has in comparison with competitors and that have to be cherished.
These items are (not exhaustive):

Important to the market/clients 
- Transports to Western Europe

Strong points of the company
- Member of the Sovtransavto Network
- Already active in this market
- Possibility to obtain Carnet TIR
- Availability of trucks of Western European standard
- Experienced in transport and transport-related 

activities
- Own representatives in important transport 

destinations
- Member of the Sovtransavto Network
- Repair and maintenance facilities available

- "Organising" of transport

- Availability of repair facilities
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Of the above mentioned items no special action is needed as long as the existing 
standard is maintained and, if possible, further strengthened. These items are the main 
assets of Sovavto-Baku.
Concerning the strengths of Sovavto-Baku, one action, however, is still needed: Tell your 
(potential) clients about it!

Important and weak3.3

Factors that are important for clients but are a weak point of the company. The 
management should indeed focus on these points. They may be the cause of the loss of 
(future) clients and may threaten the future position of the company.

Important for the market/clients
- Warehousing and storage 
facilities
- Local distribution and 
collection

- Intermodal (road/rail) 
transport
- Knowledge of market economy

Weak point of the company 
- Very limited capacity available

- No core business

- None

- Very limited

A first short notice will be made for possible solutions for the above mentioned weak 
points. In the near future these problems (and some others which are not discussed in 
this paper) should have the management’s full attention. A strategic plan to resolve these 
weaknesses has to be presented in the short term.

Problem 1: limited storage and warehousing facilities
Some years ago Sovavto-Baku started to build a new distribution centre just outside the 
city of Baku on the main road to the city of Sumgait.
The basis for this activity was a report written for the World Bank. The whole project 
would cost about 15 min US$. After the collapse of the Sovjet Union this development 
was stopped. However, as soon as the market has a request for the above facilities and 
funds become available, these activities can be restarted.
But because of the fact that warehousing activities do not belong to the core business of 
the company, the creation of a second business unit, warehousing, may be necessary.
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Problem 2: local distribution and collection of goods
The core business of Sovavto-Baku is international (road) transport. With a demand from 
the market for local distribution and collection (as part of an international transport chain) 
Sovavto-Baku may also have to provide this kind of transport activity. A solution may be 
strategic co-operation with a transport company with local transport as its core business.

Problem 3: intermodal transport
Part of the TRACECA projects deal with the restructuring of transports by rail. Increased 
transport by rail means an increased need for intermodal terminals. The premises of 
Sovavto-Baku are located near one of the main rail corridors. The possibility of setting up 
an intermodal terminal will have to be investigated.
As terminal handling itself is not part of the core business of Sovavto-Baku, the creation 
of a joint venture with a (foreign) terminal operator may be of strategic importance.

Problem 4: knowledge of market economy
Although Sovavto-Baku has, by Azeri standards, good knowledge of foreign markets, 
education is needed in the following fields:
• foreign languages (business English),
• management of (transport) companies in a market economy,
• market approach and marketing,
• freight rate and pricing policies,
• financial management and cost calculation,
• computers and management information systems.

Even if a joint venture may solve a substantial part of the problem of inexperience with a 
market economy, an intensive training programme on the subjects mentioned will remain 
obligatory.

3.4 Recommendations for follow-up actions

Although Sovavto-Baku is already in the possession of a considerable number of trucks 
of Western European standard, because of the future growth of the company (see: The 
Mission) a further expansion of the fleet will be necessary.
For the guidance of the desired growth a more elaborate Strategic Plan has to be made. 
This Strategic Plan has to be based on the facts of the forelying Business Plan.
Parts of this Strategic Plan are:

D970565.aen
20 May 1997

12



N
II
A

The Marketing Plan
In the Marketing Plan the strategic choices are presented that have to be made to attract 
new clients. Part of this plan is a Business Promotion Plan in which the promotion of the 
company is the main subject.
As the main clients will be of Western European origin, the Marketing Plan should focus 
on reaching these clients groups.

The Investment Plan
For the expansion of the company a number of investments is needed. The Investment 
Plan presents an overview of necessary investments.

The Finance Plan
The Finance Plan is strongly related to the Investment Plan. The Finance Plan provides 
an overview of the possibilities (each possibility has to be shown with the related capital 
costs) for the financing of the necessary investments.

Human Capital
Expansion of the company necessitate extra employees. For some functions the 
company needs more employees of an already existing type (like: drivers), for other, 
newly created functions more action have to be undertaken (e.g. planners for the new 
planning department).

Exploitation
The finishing touch of the Strategic Plan, is an overview of all the costs of the future 
company and the expected revenues.

The next step for Sovavto-Baku is the writing of the Strategic Plan.
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4 FINANCIAL ASPECTS

4.1 Introduction

As stated, the core business of Sovavto-Baku is international road transport. The other 
activities are only meant to support this activity.
For the near future some further adjustments of the company’s operations will be carried 
out. These adjustments are:

Transport activities:
• an extra 15 Mercedes truck/trailer combinations are leased in Germany in order to 

further strengthen of the core business
• Careful attention will be paid to the operational quality of the present Iveco's, 

Volvo's and Mercedes’. If necessary, these trucks will be upgraded to Western 
European standards.

• Non-European standard vehicles, mostly Russian-made, will be sold.
• Transport activities will be focused on three areas:

* via Moscow, Belarus, Ukrain, Poland to Western Europe, especially Germany;
* from Baku to Western Europe through Georgia, Turkey and Eastern Europe;
* from Baku via Georgia, Iran and Central Asia.

• Acquisition and planning will be centralised in Baku and Brest (Belarus). An extra 
sales and support point will be located in Istanbul.

Premises and employees:
• The workshop for maintenance and repair will be upgraded or rebuilt to meet 

Western European standards.
• The number of employees (mainly drivers) will be reduced to the (Western 

European) level of 1.2 employees per truck.

4.2 Basic figures for costing

Sovavto-Baku is a company in transition from a state-owned company in a centralised 

economy to a privately owned company in a market economy. This means that financial 
data and trip data from the past have only very limited value.
However, based on its present transport activities, the following relevant financial data 
could be collected.

14D970565.aen
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Firstly, the three main activities within the core business will be discussed:

Transport corridor Baku-Moscow-Belarus-Western Europe:
• The turnover for a one-way trip gives an average figure of 4,700 DM for a fully 

loaded trailer.
• The average number of trips on this transport relation will be 70 a month.
• Because of an imbalance between outgoing and incoming goods flows, the number 

of return loads will be estimated at 35 a month with an average turnover of 
2,500 DM per one-way trip.

• The capacity needed is estimated at 35 vehicles of Western European standard.

Transport corridor Baku-Georgia-Eastern Europe-Western Europe
• The estimated turnover for a round-trip Baku-Western Europe-Baku is calculated 

on a level of 17,000 DM.
• Estimated number of trips is 12 a month.
• Number of occupied vehicles is 12.

Transport activity area Baku-Georgia-lran-Central Asia
• For the transport activities in this area, 15 vehicles are needed. Vehicles of 

Western European standard are not obligatory but are strongly recommended.
• The revenues are an average of 500 DM per round-trip.
• A truck performs an average of 20 transports a year.

Incidental activities
Some revenues are collected by incidental transport activities. Revenues are 
estimated at 100,000 DM a year.

Below are listed some figures on the costs of transport activities:

Vehicle-related costs:
Repair and maintenance costs are estimated at 0.05 DM per kilometre. 
Fuel costs (gasoline) are 0.55 DM per kilometre.
Use of fuel is estimated at an average of 50 litres per 100 kilometres. 
Insurance is based on a yearly 1,200 DM per vehicle.

Other (fixed) costs:
• Road tax: 900 DM per trip to Europe.
• Depreciation and interest are based on a cycle of 60 months of economical use per 

vehicle. The costs for 25 high-performance vehicles are 3,000 DM a month and for 
50 average/low performance vehicles 1,000 DM a month.
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• The costs for the 85 drivers (salaries and wages) depend on the activities 
performed.

• Total number of vehicle kilometres for the 75 internationally operating trucks adds up 
to a yearly 6.5 min.

Estimated turnover4.3

The estimated turnover is based on the figures mentioned in the previous paragraph. 
Only revenues resulting from international transport activities have been calculated.

Transport corridor Baku-Moscow-Belarus-Western Europe:

Trip from Moscow (Baku) to Western Europe: 
70 trips a month x 12 months x 4,700 DM = 3,948,000 DM

(return) Trip from Western Europe to Moscow:
35 (loaded) trips a month x 12 months x 2,500 DM = 1,050.000 DM

Total turnover on this route 4,998,000 DM

Transport corridor Baku-Georaia-Eastern Europe-Western Europe 
12 trips x 12 months x 17,000 DM 2,448,000 DM

Transport activity area Baku-Georgia-lran-Central Asia 
20 trips a year x 15 vehicles x 500 DM 150,000 DM

Incidental transport activities
Turnover 13 vehicles for incidental activities 104,000 DM

Total yearly turnover from transport activities 7,700,000 DM

Estimated costs4.4

Some indirect costs, such as heating and depreciation of buildings, have not been taken 
into account. The calculated profit has to cover these costs.
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Basic wages
- 85 drivers x 12 x 100 DM 102,000 DM

Trips Baku-Moscow-Belarus-Germany 
- travel expenses 840 x (350 DM + 175 DM)
(350 DM for fully loaded and 175 DM for empty)

441,000 DM

Trips Baku-Western Europe-Baku 

- travel expenses 144 x 1,050 DM 151,200 DM

Trips Baku Iran, etc.
- travel expenses 300 x 50 DM 15,000 DM

Sub-total 709,200 DM

Insurance 75 x 1,200 DM 90,000 DM

Road tax
(840+144) x 900 DM 885,600 DM

Repair and maintenance
0.05 DM x 6.5 min kilometres 325,000 DM

Depreciation and interest 
*25x12x3,000 DM 
* 50 x 12 x 1,000 DM

900.000 DM
600.000 DM

Fuel
Gasoline: 6.5 min ./.(100 km/50L) x 0.55 DM 1,787,500 DM

Tyres 500,000 DM

Other vehicle costs (estimation) 402,700 DM

Total costs 6,200,000 DM
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Profit analysis4.5

In this profit analysis the profitability of the four activities will be discussed.

Transport corridor Baku-Moscow-Belarus-Western Europe: 
Total turnover 4,998,000 DM

Vehicle costs (35 vehicles)
- repair and maintenance: 0.05 DM x 4,368,000 
(840 trips x 5,200 km/trip)

- fuel: 0.5 l/km x 4,368,000 km x 0.55 DM/I
- depreciation and interest: (35 vehicles)
(15 vehicles x 3,000 DM x 12)

218,400 DM

1,201,200 DM 
780,000 DM

(20 vehicles x 1,000 DM x 12)
- insurance: 35 vehicles x 1.200 DM
- road tax: 840 trips x 900 DM
- tyres: (500,000 DM x 35/75 vehicles) 
Driver costs: 40 drivers x 1,200 DM 
(85/75 x 35 vehicles)

42.000 DM
756.000 DM
233.000 DM
48.000 DM

Other costs
- Travel expenses:
(840 trips x (350 DM + 175 DM))

- Others: (35/75 x 402,700 DM)

441,000 DM

188,000 DM

Total costs:
3,907,600 DM

Profit: (3,948,000 -/- 3,907,600) 40,400 DM (1.0%)

Transport corridor Baku-Georaia-Eastern Europe-Western Europe 
Total turnover 2,448,000 DM

Vehicle cost (12 vehicles)
- repair and maintenance: 0.05 DM x 604,800 
(144 trips x 4,200 km/trip)

30,40 DM

D970565.aen
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- fuel: 0.5 l/km x 604,800 km x 0.55 DM/I
- depreciation and interest: (12 vehicles) 
(5 vehicles x 3,000 DM x 12)
(7 vehicles x 1,000 DM x 12)

- insurance: 12 vehicles x 1,200 DM
- road tax: 144 trips x 900 DM
- tyres: (500,000 DM x 12/75 vehicles)

166,320 DM 
264,000 DM

14,400 DM 
129,600 DM 
80,000 DM

Driver costs: 14 drivers x 1,200 DM 
(85/75 x 12 vehicles)

16,800 DM

Other costs
- Travel expenses:
(144 trips x 1,050 DM)

- Others: (12/75 x 402,700 DM)

151,200 DM

64,000 DM

Total costs: 916,720 DM

Profit: (2,448,000 -/- 916,720) 1,531,280 DM (62.6%)

Transport activity area Baku-Georgia-lran-Central Asia 
Total turnover 150,000 DM

Vehicle cost (15 vehicles)
- repair and maintenance: 0.05 DM x 480,000 
(300 trips x 1,600 km/trip)

- fuel: 0.5 l/km x 480,000 km x 0.55 DM/I
- depreciation and interest: (15 vehicles)
(5 vehicles x 3,000 DM x 12)
(10 vehicles x 1,000 DM x 12)

- insurance: 15 vehicles x 1,200 DM
- tyres: (500,000 DM x 15/75 vehicles)

24,000 DM

132.000 DM
300.000 DM

18,000 DM 
100,000 DM

Driver costs: 17 drivers x 1,200 DM 
(85/75 x 15 vehicles)

20,400 DM

Other costs 
-Travel expenses: 
(300 trips x 50 DM)

1,500 DM
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- Others: (15/75 x 402,700 DM) 80,540 DM

Total costs: 676,440 DM

Profit: (150,000 -/- 676,440) -526,440 DM (-351.0 %)

Incidental transport activities 
Vehicle costs (13 vehicles)
- repair and maintenance: 0.05 DM x 1,040,000 
(13 vehicles x 80,000 km/per vehicle)

- fuel: 0.5 l/km x 1,040,000 km x 0.55 DM/I
- depreciation and interest: (13 vehicles)
(- vehicles x 3,000 DM x 12)
(13 vehicles x 1,000 DM x 12)

- insurance: 13 vehicles x 1,200 DM
- tyres: (500,000 DM x 13/75 vehicles)

52,000 DM

268.000 DM
156.000 DM

15,600 DM 
86,700 DM

Driver costs: 15 drivers x 1,200 DM 
(85/75 x 13 vehicles)

18,000 DM

Other costs
- Travel expenses:
(estimation)

- Others: (13/75 x 402,700 DM)

1,500 DM

69,800 DM

Total costs: 667,600 DM

Profit: (104,000 -/- 667,600) -563,600 DM (-541.9%)

Totals

Total revenue 7,700,000 DM

Total costs 6,200,000 DM

Total profit (incl. overhead, etc.) 1,500,000 DM (19,5%)
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Although the average profit of international transport activities is on a very satisfactory 
level of nearly 20% of the total revenues, the profits of the activities three and four 
(transport activity Baku-Georgia-lran-Central Asia, and the Incidental Activities) seem 
quite poor. A closer analysis of these activities is necessary (more and better figures). A 
wise policy may be a restructuring or even a complete close down of these activities.
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FOREWORD

The management of a transport company wanting to survive in a market economy, has 
to consider the future of its company. This strategic thinking originates from the fact that 
tomorrow’s company starts with and is the result of today's investments.

Especially in a market economy the market, our transport market, can change very 
rapidly; new opportunities emerge and "old" markets casu quo clients disappear. Without 
proper (investment) decisions a company may miss opportunities or may invest in 
disappearing markets.

In this Business Plan the result of an analysis of the present state of the company 
Sovavto-Baku is described. It is meant to give an insight into the future of Sovavto-Baku 
by analysing the company itself and its (existing and potential) transport markets.

The main goal of this Business Plan is:

to set up a first, well-structured view of the potential of the company Sovavto-Baku.

The Business Plan has been phased as follows:

Chapter one:
Chapter one provides a description of the present state of Sovavto-Baku. The main item 
is a description of the strong, and some of the weaker points of the company.

THE PRESENT

Chapter two:
The market opportunities, resulting from a restricted market analysis, are compared with 
the stronger points of the company; the result is the potential market position of the 
future Sovavto-Baku.

THE FUTURE

Chapter three:
With THE PATH is meant the process, in the form of investments, reorganisations, etc. 
that Sovavto-Baku has to go through if the company wants to achieve its full future 
potential.

THE PATH
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1 THE PRESENT

1.1 Introduction

In this section, after a brief presentation of a short historical background, the present 
position of the company will be discussed by analysing the company’s strong points. 
These strong points lies in the advantage that this company has as opposed to 
competitors in the same transport market.
The methodology used is partly based on a SWOT-analysis1. Special emphasis is put on 

the Strengths (strong points) of the company.
In the second part of this chapter some economy and transportation-related problems 
are discussed.

Historical background1.2

Sovavto-Baku was founded in 1973 in Baku City as part of the Sovtransavto-group. In 
1976 a new facility was built near the Iran border in Astara. After the revolution in Iran in 
1979 a collapse in road transport from Iran to Western countries could be seen, as a 
result of which the Astara subsidiary was closed in 1986. Management team and 
employees moved to the Baku office.
In that year the present director, Mr Avez Ahmedov, joined the firm. The management 
has established good relations with the authorities in the transport sector in Azerbaijan 
and the former Sovjet Union.
Nowadays the company still works in close cooperation with other subsidiaries of 
Sovtransavto. The most important activity is transporting to other CIS countries and, 
partly using the Sovtransavto network, to Western Europe.

1 SWOT: Strengths, Weaknesses, Opportunities, Threats
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1.3 The Mission

The Mission of a company can be defined as the future goal the company aims at. The 
Mission of Sovavto-Baku is: to become the leading Caucasian international transport 
company for transports to and from Western Europe.
The core business of the company is directly related to this Mission. All other activities of 
the company have to support this core activity.
The business plan should focus on fulfilling the Mission by strengthening the core 
business.

1.4 Strong points of Sovavto-Baku

Premises, location and equipment
The company’s premises are located near the main road from Baku to Sumgait in an 
industrial area with ample space for the expansion of activities.
The quality of the buildings (office, workshop, etc.) of the company is of high standard, 
especially when taking into account the present economic situation.
The premises neighbour on the main rail corridor from Baku to the West.

For its transport activities the company possesses 110 trucks and 130 trailers. Of the 
trailers 86 are refrigerated.
Western-European makes are essential for transporting to the West; Russian makes are 
not authorised in Western Europe.
Seeing that most of the Azeri do not possess trucks of Western European standard, 
Sovavto-Baku is one of the very few companies that is sufficiently equipped to provide 
transport to Western Europe.

Present transport activities
Sovavto-Baku is a company "under privatisation", which means: in transition from a 
state-owned company to a privately owned company. In general a privately owned 
company can react more swiftly to changing (market) circumstances and complete 
transition is therefore one of the conditions to be met in the near future.
Although the company is under privatisation, it still is (and possibly will be in the future) 
part of the Sovtransavto conglomerate. This means that the company, via this elaborate 
transport network, has access to major international transport markets.
At this moment transport operations are mainly focused on Belarus (Brest) and Moscow. 
For instance, every month 35 fully loaded truck trailers run from Moscow to Germany 
and vice versa.

5D970572.aen
21 May 1997



N
11
A

In a more general context the transport market for Sovavto-Baku has shown a most 
promising increase during the last couple of months. Especially after very successful 
negotiations with firms in Germany, Poland and Moscow and the renewal of the good 
relationship with the Sovtransavto network, there is good progress in the expansion of 
transport activities.

Employees
After the collapse of the Sovjet Union, transport activities experienced a major decline. 
Obviously Sovavto-Baku was also affected by this decline, characterised for instance by 
a drop in transport activities. This meant that the company was urged to reduce its 
transport capacity to a new, much lower level.
After this restructuring, which is now nearly completed, a new, much more flexible 
company emerged. And, of course, only the best employees got new appointments.

Financial structure and financial position
One of the main problems in the Caucasian republics in general, and in Azerbaijan in 
particular, is the shortage of capital. This capital is needed for investments in new 
(Western European standard) transport equipment.
Sovavto-Baku is also confronted with the shortage of risk-bearing capital needed for 
essential investments in new transport equipment. The advantage this company has as 
apposed to other Azeri transport companies is that it already generates its own hard 
currency funds from existing international transport activities.

Transition problems influencing the transport market1.5

Azerbaijan is a country in transition from a centralised economy to a more market- 
oriented economy. Of course this restructuring causes a lot of problems, some of which 
also affect the road transport sector. The solution to these problems, which could block 
further economic development, should be given high priority. Some of the main problems 
will be briefly discussed.

Infrastructure
Road infrastructure is heavily affected by overdue maintenance. Poorly maintained roads 
mean, amongst other things:
• a decline in transport efficiency because of lower speeds in transports,
• higher costs of repair and maintenance of trucks because of high wear and tear,
• a rise in the number of accidents and unnecessary damage to cargo.
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Market economy experience
A problem related to all economic sectors is the lack of knowledge concerning, for 
instance, operating a transport company under market economy circumstances. A study 
and training centre dealing with subjects on market economy can help to solve this major 
problem.

Capital market
For essential investments companies have to attract "external" capital, such as bank 
loans, against reasonable costs. At this moment the lack of this type of capital is one of 
the major problems facing transport companies.

Institutional organisations
In order to further develop the transport sector, and as an essential condition for a further 
development of the economy itself, a strengthening of institutional transport organisations 
such as the Ministry of Transport Affairs and the Road Hauliers Association, is 
imperative. Without a proper framework for the transport sector such as transport laws, 
transport quality regulations, transport liability and insurance, any further development of 
this sector are bound to be thwarted.

Economic situation
The economy in Azerbaijan is still relatively week. Only after improvement of this 
situation can a rise in the demand for transport take place.

7D970572.aen
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2 THE FUTURE

2.1 Economic development

In this paragraph some items regarding the country's economic development that are of 
interest to transport companies, will be discussed. It goes without saying that this 
discussion provides by no way an exhaustive enumeration.

The future of the economic situation of Azerbaijan looks promising thanks to, for 
instance, the planned exploitation of the rich oil fields near Baku.
This exploitation will trigger off an avalanche of economic side effects, such as:
• influx of foreign currency, creating funds for investments,
• the need of the oil industry for supplies (tubes, tanks, etc.),
• an increased interest of foreign investors.
Booming economic activities imply a more than proportional booming of transport 
activities.

A second item that may have a very positive influence on the economic activities in the 
country is the fact that the country Azerbaijan forms an essential part of the transport 
corridor between Western Europe and (Central) Asia, the so-called TRACECA. This 
TRACECA (the "new" silk route) generates a demand for transport capacity.

Another possible development concerns the foreseeable need for proper storage 
capacity.
As a result of past developments the warehousing in Azerbaijan has never been well 
developed. With the improvement of the economic situation in the country, the need for 
proper storage as well as collection and distribution of goods will emerge.

2.2 Opportunities

The future of Sovavto-Baku looks promising for the following reasons:

Experienced
The company Sovavto-Baku is one of the very few Azeri transport companies that 
already has extensive knowledge of international (incl. Western European) 
transportation.
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This knowledge is strengthened by the membership of the Sovtransavto network. Also 
the availability of Carnet Tirs, essential for international transport does not pose too many 
problems for the company.

Equipment
Apart from the knowledge of international transportation, Sovavto-Baku owns a fleet of 
vehicles of Western European standard. As the availability of vehicles of Western 
European standard is one of the main problems of the Azeri transport companies, this is 

a major advantage.

Premises
The premises are located near one of the main transport corridors (road and rail) in the 
TRACECA. Near the premises there is ample space available for a considerable 
expansion of for instance warehousing activities.

2.3 Institutional strengthening

With institutional strengthening of, in this case, the transport sector, is meant the process 
that enables and supports further development of transport activities. It implies setting up 
a framework of policy-making and training organisations.
As recommended in the report "TRACECA: Improvement of Road Transport Services", 
the establishment of these new institutions, such as the proposed Ministry of Transport 
and the hauliers association ABADA, together with the formulation of new road transport 
policies and new laws and regulations, will enable a further development of the road 

transport sector.
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3 THE PATH

3.1 Introduction

THE PATH describes the conditions that have to be met if Sovavto-Baku wants to 
achieve its full future potential.
The description of THE PATH is based on an analysis of the strengths and weaknesses 
of the company in relation with (transport) market requirements. In general, the following 
four classes can be distinguished:
1. Important for the transport market casu quo the transport clients and a strong point

of Sovavto-Baku (paragraph 3.2),
2. Important for the transport market and a weak point of Sovavto-Baku 

(paragraph 3.3),
3. Not important for the transport market and a strong point of Sovavto-Baku, and
4. Not important for the transport market and a weak point of Sovavto-Baku.

In this paper points 3 and 4 will not be discussed in any further detail because they are 
not important for the market of Sovavto-Baku. Investments that have not been made in 
the interest of existing and future clients are an unnecessary waste of resources.

3.2 Important and strong

The first combination is: important for the market and a strong point of the company. 
Items that fall into this category are the main competitive advantages that Sovavto-Baku 

has in comparison with competitors and that have to be cherished.
These items are (not exhaustive):

Important to the market/clients Strong points of the company
- Transports to Western Europe - Member of the Sovtransavto Network

- Already active in this market
- Possibility to obtain Carnet TIR
- Availability of trucks of Western European standard
- Experienced in transport and transport-related 

activities
- Own representatives in important transport 

destinations
- Member of the Sovtransavto Network

- Availability of repair facilities - Repair and maintenance facilities available

- "Organising" of transport
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Of the above mentioned items no special action is needed as long as the existing 
standard is maintained and, if possible, further strengthened. These items are the main 
assets of Sovavto-Baku.
Concerning the strengths of Sovavto-Baku, one action, however, is still needed: Tell your 
(potential) clients about it!

3.3 Important and weak

Factors that are important for clients but are a weak point of the company. The 
management should indeed focus on these points. They may be the cause of the loss of 
(future) clients and may threaten the future position of the company.

Important for the market/clients
- Warehousing and storage 

facilities
- Local distribution and 

collection
- Intermodal (road/rail) 
transport

- Knowledge of market economy

Weak points of the company 
- Very limited capacity available

- No core business

- None

- Very limited

A first short plan will be made for possible solutions for the above-mentioned weak 
points. In the near future these problems (and some others which are not discussed in 
this paper) should have the management’s full attention. A strategic plan to resolve these 
weaknesses has to be presented in the short term.

Problem 1: limited storage and warehousing facilities
Some years ago Sovavto-Baku started to build a new distribution centre just outside the 
city of Baku on the main road to the city of Sumgait.
The basis for this activity was a report written for the World Bank. The whole project 
would cost about 15 min US$. After the collapse of the Sovjet Union this development 
was stopped. However, as soon as the market has a request for the above facilities and 
funds become available, these activities can be restarted.
But because of the fact that warehousing activities do not belong to the core business of 
the company, the creation of a second business unit, warehousing, may be necessary.
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Problem 2: local distribution and collection of goods
The core business of Sovavto-Baku is international (road) transport. With a demand from 
the market for local distribution and collection (as part of an international transport chain) 
Sovavto-Baku may also have to provide this kind of transport activity. A solution may be 
strategic co-operation with a transport company with local transport as its core business.

Problem 3: intermodal transport
Part of the TRACECA projects deal with the restructuring of transports by rail. Increased 
transport by rail means an increased need for intermodal terminals. The premises of 
Sovavto-Baku are located near one of the main rail corridors. The possibility of setting up 
an intermodal terminal will have to be investigated.
As terminal handling itself is not part of the core business of Sovavto-Baku, the creation 
of a joint venture with a (foreign) terminal operator may be of strategic importance.

Problem 4: knowledge of market economy
Although Sovavto-Baku has, by Azeri standards, good knowledge of foreign markets, 
education is needed in the following fields:
• foreign languages (business English),
• management of (transport) companies in a market economy,
• market approach and marketing,
• freight rate and pricing policies,
• financial management and cost calculation,
• computers and management information systems.

Even if a joint venture may solve a substantial part of the problem of inexperience with a 
market economy, an intensive training programme on the subjects mentioned will remain 
obligatory.

3.4 Recommendations for follow-up actions

Although Sovavto-Baku is already in the possession of a considerable number of trucks 
of Western European standard, because of the future growth of the company (see: The 
Mission) a further expansion of the fleet will be necessary.
For the guidance of the desired growth a more elaborate Strategic Plan has to be made. 
This Strategic Plan has to be based on the facts of the forelying Business Plan.
Parts of this Strategic Plan are:

12D970572.aen
21 May 1997

I



N
II
A

The Marketing Plan
In the Marketing Plan the strategic choices are presented that have to be made to attract 
new clients. Part of this plan is a Business Promotion Plan in which the promotion of the 
company is the main subject.
As the main clients will be of Western European origin, the Marketing Plan should focus 
on reaching these clients groups.

The Investment Plan
For the expansion of the company a number of investments is needed. The Investment 
Plan presents an overview of necessary investments.

The Finance Plan
The Finance Plan is strongly related to the Investment Plan. The Finance Plan provides 
an overview of the possibilities (each possibility has to be shown with the related capital 
costs) for the financing of the necessary investments.

Human Capital
Expansion of the company necessitate extra employees. For some functions the 
company needs more employees of an already existing type (like: drivers), for other, 
newly created functions more action have to be undertaken (e.g. planners for the new 
planning department).

Exploitation
The finishing touch of the Strategic Plan, is an overview of all the costs of the future 
company and the expected revenues.

The next step for Sovavto-Baku is the writing of the Strategic Plan.
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FOREWORD

The management of a transport company wanting to survive in a market economy, has 
to consider the future of its company. This strategic thinking originates from the fact that 
tomorrow's company starts with and is the result of today's investments.

Especially in a market economy the market, our transport market, can change very 
rapidly; new opportunities emerge and "old" markets casu quo clients disappear. Without 
proper (investment) decisions a company may miss opportunities or may invest in 
disappearing markets.

In this Business Plan the result of an analysis of the present state of Tbilautoservice is 
described. It is meant to give an insight into the future of Tbilautoservice by analysing the 
company itself and its (existing and potential) transport markets. A short overview of 
some financial aspects of the company is presented in chapter four.

The main goal of this Business Plan is:

to set up a first, well structured view of the potential of Tbilautoservice.

The Business Plan has been phased as follows:

Chapter one:
Chapter one provides a description of the present state of Tbilautoservice. The main item 
is a description of the strong, and some weaker points of the company.

THE PRESENT

Chapter two:
The market opportunities resulting from a restricted market analysis, are compared with 
the the company’s stronger points; the result is the potential market position of the future 
Tbilautoservice.

THE FUTURE

Chapter three: THE PATH
With THE PATH is meant the process, in the form of investments, reorganisations, etc. 
that the Tbilautoservice has to go through if the company wants to achieve its full future 
potential.
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THE PRESENT1

Introduction1.1

In this section, after a brief presentation of a short historical background, the present 
position of the company will be discussed by analysing the company's strong points. 
These strong points lie in the advantage that this company has as opposed to 
competitors in the same transport market.
The methodology used is partly based on a SWOT-analysis1. Special emphasis is put on 

Strengths (strong points) of the company.
In the second part of this chapter some economy and transportation-related problems 
are discussed.

1.2 Historical background

Tbilautoservice is a well established former state-owned company in one of the suburbs 
of Tbilisi. It was, and still is, specialized in transporting cereals and flour products in the 
city and the surrounding area of Tbilisi. The company has a merely monopolic position in 
this type of transports.

Another transport activity concerns industrial and general goods in Georgia and the 
former Soviet Union.
In earlier times more than 1,200 trucks were available for the transport activities.

1.3 Present situation

Transport and transport-related activities
The downfall of the Soviet Union caused a sharp decline in transport activities. 
Tbilautoservice was also affected and experienced a major decline in activities. Of the 
former fleet of 1,200 trucks, nowadays only 300 trucks are operated on a daily basis.
Most of these trucks are rented to the drivers.

A second activity of the company is the mandatory yearly inspection of the trucks. 
Because of the, by Georgian standards, well equipped workshop, the government 
allowed the company to perform the yearly inspection of transport vehicles that are 
owned and operated by other companies.

1 SWOT: Strengths, Weaknesses, Opportunities, Threats
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The workshop is very large; 20 large trucks can be inspected simultaneously.
The large size of its premises enabled the company to start up transportation-related 
activities such as a TIR park as well as hotel, restaurant and communication facilities for 
drivers.

Ownership
In 1995 the management of the company bought a majority (59%) of the government 
shares. The financing in this management buy-out had been made possible because the 
government provided the Georgian inhabitants with so-called vouchers (shares) worth 30 
US$ each. The market price for these vouchers decreased to a level of 6 to 7 Lari. In 
buying many of the available vouchers, the management had the opportunity to gain a 
majority of stocks for relatively little money. Besides purchasing vouchers the 

management also invested cash money.

Power supply
The company is not dependent on local electricity: it has a solar energy system and its 

own generators.

1.4 The Mission

The Mission of a company can be defined as the future goal the company is aiming at. 
The Mission of Tbilautoservice is to become the leading provider of (national) transport 
and transport-related activities.
The core business of the company is directly related to this Mission. All other activities of 
the company have to support this core activity.
The business plan should focus on fulfilling the Mission by strengthening the core 
business.

1.5 Strong points of Tbilautoservice

Premises
Resulting from past developments, the premises of Tbilautoservice are substantially 
oversized, considering today’s activities.
Although oversized premises may have some drawbacks, such as high repair and 
maintenance costs, the advantages do predominate. They are:
• "investment" for the future.

The premises are located in a suburb near the centre of Tbilisi. As the city is located in 
a mountainous area, building ground in Tbilisi is scarce. With booming economic 
activity, the need for construction areas will rise, and so will the price per m2.

• ample space for expanding activities.
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Due to the economic crisis, economic activities are still on a very low level. With a rise 
in activities, the demand for transport will increase more than proportionally, and so 
will the activities of Tbilautoservice.

• need for repair and maintenance facilities.
A vital strong point of the company is its workshop facilities for repair and 
maintenance. Wth the increasing of transport activities the need for proper repair and 
maintenance will rise. Tbilautoservice is very experienced in this kind of activities.

Activities
As stated before, the Mission of Tbilautoservice is to become the leading provider of 
(national) transport and transport-related services.

This means that the core business of Tbilautoservice consists of several main activities 
that have to be consistent with the main strategy as stated in the Mission.

The main activities of the company are:

Transport
One of the main activities is the transport activity itself. A distinction must by made by 
national and international transport.
Wth the downfall of the Soviet Union, the international transport activities of 
Tbilautoservice experienced a major decline. The restarting of this activity requires a lot 
of investment in, for instance, transport equipment of Western European standard.
In the short term, local (distribution) transport is far more promising. Tbilautoservice has 
already acquired a strong position in the transporting of flour and meal. This position 
enables the company to attract distribution activities of other kinds of products.

Repair and maintenance
Tbilautoservice has a long record of expertise on repair and maintenance activities. Wth 
the increase of transport activities, also the demand for repair and maintenance will rise. 
In the workshop the facilities to construct (simple) spare parts are present.

Vehicle inspections
The quality standard of the premises and the equipment of the workshop of Tbilauto
service made the government decide to allow the company to perform the obligatory 
inspection of vehicles and trucks, not only for its own vehicles but also for trucks 

belonging to third parties.
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In the opinion of the management, the above-mentioned activities form part of the 
company’s core business; other activities, such as exploitation of a hotel and restaurant, 
are only meant to support these main activities.

Financial structure and financial position
One of the main problems in the Caucasian republics in general, and in Georgia in 
particular, is the shortage of capital. This capital, for instance, is needed for investments 
in new (West European standard) transport and maintenance equipment.
Tbilautoservice also is confronted with the shortage of risk bearing capital needed for 
essential investments in new equipment.

As will be seen in chapter four: FINANCIAL ASPECTS, the financial statements of the 
company are, taking into account the country’s economic situation, quite firm and, for the 
near future profits look interesting.

1.6 Transition problems influencing the transport market

Georgia is a country in transition from a centralised economy to a more market-oriented 
economy. Of course this restructuring causes many problems, some of which also affect 
the road transport sector. The solution to these problems, which could block further 
economic development, should be given high priority. Some of the main problems will be 
briefly discussed.

Infrastructure
Road infrastructure is heavily affected by overdue maintenance. Poorly maintained roads 

mean, among other things:
• a decline in transport efficiency because of lower speeds in transports,
• higher costs of repair and maintenance of trucks because of high wear and tear,
• a rise in the number of accidents and unnecessary damage to cargo.

Market economy experience
A problem related to all economic sectors is the lack of knowledge concerning for 
instance the operation of a transport company under market economy circumstances. A 
study and training centre dealing with subjects on market economy can help to solve this 
major problem.

Capital market
For essential investments companies have to attract "external" capital such as bank 
loans against reasonable costs. At this moment the lack of this type of capital is one of 
the major problems facing transport companies.

7D970592.aen
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This problem is worsened by the lack of hard currency.

Institutional organisations
In order to further develop the transport sector, and as an essential condition for further 
development of the economy itself, a strengthening of the institutional transport organi
sations such as the Ministry of Transport Affairs and the Road Hauliers Association, is 
imperative. Without a proper framework for the transport sector, such as transport laws, 
quality regulations, liability and insurance, any further development of this sector is bound 
to be thwarted.

Economic situation
At present the internal Georgian transport market is poor. Most of the factories transport 
their production with their own vehicles.
The economic situation of Georgia is still relatively weak. Only after improvement of this 
situation can a rise in the demand for transport take place. This increase will cause that 
the production companies need the support of the road haulage companies. As the 
name Tbilautoservice is well known in Georgia, transport activities may increase.
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2 THE FUTURE

2.1 Economic development

In this paragraph some items regarding the country's ecomonic development that are of 
interest to transport companies, will be discussed. It goes without saying that this 
discussion provides by no way an exhaustive enumeration.

The future of the economic situation of Georgia looks promising because of for instance 
the fact that the country forms a essential part of the transport corridor between Western 
Europe and (Central) Asia, the so-called TRACECA (the new "Silk Route"). This fact may 
have a very positive influence on the economic activities in the country, and booming 
economic activities generate a demand for transport capacity.

Another possible development concerns the foreseeable need for proper storage 
capacity.
As a result of past developments the warehousing and distribution market is not well 
developed in Georgia. With the improvement of the economic situation in the country, the 
need for proper storage as well as collection and distribution of the goods, will emerge.

As Georgia is part of the main transport corridor to the West, the planned exploitation of 
the rich oil fields near Baku in Azerbaijan may imply a booming of transport activities.

Opportunities2.2

The future of Tbilautoservice looks promising, for the following reasons:

Experienced
The managing director of the company, Mr Nugzar Shurgaia, graduated at the Georgian 
Polytechnical University as engineer/mechanic.
Since 1986 he has been managing director to this company.

Premises
The main premises are located near the centre of Tbilisi city and is, by Georgian 
standard, of high quality.
The buildings consist of offices, warehouse facilities, workshops, hotel/restaurant, as well 
as facilities for diagnostics and inspection.
The hotel has 25 beds and the room rate per night is very low indeed.
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The premises have a secured parking area for more than 150 truck-trailer combinations.

Institutional strengthening2.3

With institutional strengthening of, in this case, the transport sector, is meant the process 
that enables and supports further development of transport activities. It implies setting up 
a framework of policy-making and training organisations.
As recommended in the report "TRACECA: Improvement of Road Transport Services", 
the establishment and further development of these new institutions such as the Ministry 
of Transport and the hauliers association GIRCA, together with the formulation of new 
road transport policies and new laws and regulations, will enable a further development 
of the road transport sector.
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3 THE PATH

Introduction3.1

THE PATH describes the conditions that have to be met if Tbilautoservice wants to 
achieve its full future potential.
The description of THE PATH is based on an analysis of the strengths and weaknesses 
of the company in relation with (transport) market requirements. In general, the following 
four classes can be distinguished:
1. Important for the transport market casu quo the transport clients and a strong point 

of Tbilautoservice (paragraph 3.2),
2. Important for the transport market and a weak point of Tbilautoservice (paragraph 

3.3),
3. Not important for the transport market and a strong point of Tbilautoservice, and
4. Not important for the transport market and a weak point of Tbilautoservice.

In this paper points 3 and 4 will not be discussed in any further detail because they are 
not important for the transport market of Tbilautoservice. Investments not been made in 
the interest of existing and future clients are an unnecessary waste of resources.

3.2 Important and strong

The first combination is: important for the market and a strong point of the company. 
Items that fall into this category are the main competitive advantages that Tbilautoservice 
has in comparison with competitors and that have to be cherished.
These items are (not exhaustive):

Important to the market/clients 
- Repair and maintenance facilities

Strong points of the company
- Well equipped workshop
- Experienced employees
- Availability of spare parts
- The terminal provides, among other things:
- hotel accommodation
- safe parking place
- customs clearance
- forwarding activities for return loads
- Core business,
- Years of experience,

- "All-in" customer service

- Local distribution and 
collection
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- Already monopoly on local transport of 
meal and flour

Of the above-mentioned items no special action is needed as long as the existing 
standard is maintained and, if possible, further strengthened. These items are the main 
assets of Tbilautoservice.
Although the repair and maintenance facilities are, by Georgian standard, of high 
standards. However, with the increasing of transport between Western Europe and the 
Caucasian republics, the demand for repairs of trucks of Western European origin will 
rise. It is strongly recommended to upgrade the equipment to Western European 
standards.

Concerning the strengths of Tbilautoservice, one further action, however, is still needed: 
Tell your (potential) clients about it!

3.3 Important and weak

Factors that are important for clients but are a weak point of the company. The 
management should indeed focus on these points. They may be the cause of the loss of 
(future) clients and may threaten the future position of the company.

Important for the market/clients
- Transports to CIS-countries
- Transport to Western Europe
- Warehousing and storage 

facilities
- Intermodal (road/rail) 
transport

- Knowledge of market economy

Weak points of the company
- Limited
- (nearly) notexistent
- Limited capacity available

- None

- Very limited

A first short plan will be made for possible solutions for the above-mentioned weak 
points. In the near future these problems (and some others which are not discussed in 
this paper) should have the management's full attention. A strategic plan to resolve these 
weaknesses has to be presented in the short term.

Problem 1: transport to CIS and Western Europe
The fleet of Tbilautoservice consists entirely of Russian-made trucks. Most of them are 
technically unfit for daily operations.

12D970592.aen
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The main problem Tbilautoservice is facing, is the urgent need for trucks of Western 
European standard. The nearly frustrating lack of hard currency is one of the main 
problems.
A further strengthening of relations with foreign partners (for instance joint ventures), may 
be (part of) a solution of the above-mentioned problems.

Problem 2: limited storage and warehousing facilities
Ample space on the premises is available to start-up warehousing activities. As the 
demand for these activities increases, an investigation into the start-up of this activity 
may be opportune.

Problem 3: intermodal transport
Part of the TRACECA projects deal with the restructuring of transports by rail. Increased 
transport by rail means an increased need for intermodal terminals. The premises are 
located in the main city and another in the main seaport of Georgia. Growing transport 
may trigger off intermodal transport. Strategic cooperation with a terminal provider may 
strengthen the position of the company.

Problem 4: knowledge of market economy
Although Tbilautoservice has, by Georgian standards, good knowledge of national 
transport markets, for a further development of the company, education is needed in the 
following fields:
• foreign languages (business English),
• management of (transport) companies in a market economy,
• market approach and marketing,
• freight rate and pricing policies,
• financial management and cost calculation,
• computers and management information systems.

Even if a joint venture may solve a substantial part of the problem of inexperience with a 
market economy, an intensive training programme on the subjects mentioned will remain 
obligatory.

3.4 Recommendations for follow-up actions

Although Tbilautoservice is already in the possession of a large number of trucks and 
already has extensive knowledge of national trade and transport and vehicle technology, 
further expansion of the activities (including an upgrading of the workshop and workshop 
equipment) will be necessary because of the future growth of the company (see: The 
Mission).
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For the guidance of the desired growth a more elaborate Strategic Plan has to be made. 
This Strategic Plan has to be based on the facts of the Business Plan at hand.
Parts of this Strategic Plan are:

The Marketing Plan
In the Marketing Plan the strategic choices that have to be made to attract new clients, 
are presented. Part of this plan is a Business Promotion Plan in which the promotion of 
the company is the main subject.
As the main clients will be of both national and foreign origin, the Marketing Plan should 
focus on reaching these clients groups.

The Investment Plan
For the expansion of the company a number of investments is needed. The Investment 
Plan presents an overview of necessary investments. Especially the upgrading of the 
workshop seems essential.

The Finance Plan
The Finance Plan is strongly related to the Investment Plan. The Finance Plan provides 
an overview of the possibilities (each possibility also indicating the related capital costs) 
for the financing of the necessary investments.

Human Capital
Expansion of the company necessitates extra employees, for instance technicians with 
knowledge of the mechanics trucks of foreign casu quo Western European standard.

Exploitation
The finishing touch of the Strategic Plan is an overview of all the costs of the future 
company and the expected revenues.
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4 FINANCIAL ASPECTS

4.1 Introduction

As stated, the core business of the transport activities of Tbilautoservice is (inter)national 
road transport and transport-related activities. The other activities are only meant to 
support to these activities.
For the near future some further adjustments of the company’s operations will be carried
out.
The main item for further strengthening of the core business is the need for extra trucks 
of - preferably - Western European standard and an upgrading of the workshop.

4.2 Basic figures for costing

Tbilautoservice is a former state-owned company in a country that is in transition from a 
plan economy to a market economy. This means that financial data and trip data from 
the past have only very limited value.
However, based on the present transport activities, the following relevant financial data 
could be collected.

During the period of investigation Tbilautoservice could produce only the necessary data 
about the financial figures of the different activities for the first nine months of 1996.

Apart from the balance sheets presented, some additional calculating data are:

Transport
Daily 50 specialised trucks perform transports of flour and meal in and around Tbilisi. The 
clients are schools, government offices, bakeries and restaurants.

TIR-park
Parking fee: 5 Lari for a large truck, 3 Lari for a small truck.

Hotel, restaurant
Capacity: 25 beds. The tariff is 5 Lari a night.

Renting vehicles
Truck rental: 35 Lari per month.
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The financial specifications for the activities distinguishedare as follows (estimation for 
the year 1996) in Lari:

Activity1) Turnover Total cost Profit Percentage

Transport 489,300 341,300 148,000 30,2

Repair and 
maintenance

9,300 9,300 0,0 0,0

Vehicle
inspections

14,700 4,000 10,700 72,8

TIR-park 54,600 26,700 27,900 51,1

Hotel,
restaurant

not known not known not known

Renting
vehicles

38,700 24,000 14,700 38,0

Total 606,600 405,300 201,300 33,2

1) Listed by descending priority.

Transport, repair and maintenance and vehicle inspection are core business activities. 
The others are only activities supporting the core business.
Further development of the TIR-park activities is uncertain.

Derived form the SWOT-analyses some new opportunities for the year 1997 can be 
mentioned:

New activities in transport can increase the turnover by 10%
Renting out 150 trucks on a yearly base for 35 Lari per month 
Repair and maintenance activities will increase by 50%
Increased level of inspection of cars and trucks with 1,000 on an annual basis 
TIR park activities can be increased with 20% (may be doubtful: competitors!) 
Hotel, annually 400 extra guests (rate: 5 Lari per stay)
Selling of 60 trucks of the present 260 trucks that are available for renting for an 
estimated selling price of 1,000 Lari excl. VAT
The management has planned some extra promotion activities. The extra costs 
for advertising, acquisition, etc. are calculated on 50,000 Lari.
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Estimated turnover, costs and profit for 1997 (in Lari):

Activity1* Turnover Total cost Profit Percentage

540,000 380,000Transport 160,000 29.6

Repair and 
maintenance

14,000 10,000 4,000 28.6

Vehicle
inspections

20,000 7,000 13,000 65.0

TIR-park 66,000 36,000 30,000 45.5

Hotel,
restaurant

2,000 1,000 1,000 50.0

Renting
vehicles

63,000 13,000 50,000 79.4

Sales and 
promotion

60,000 50,000 10,000 16.7

Total 765,000 497,000 268,000 35.0

1) Listed by descending priority.

Final remarks:
The tables present figures of the distinguished activities by descending priority. An 
activity with a low priority is seen as not essential for (the future of) the company. As can 
be noticed, the three core business activities have, compared with the other activities, 
only moderate profit percentages. The future development of the mentioned activities 
has to be monitored very carefully and, if necessary, adjustments in the priorities should 
be discussed.
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FOREWORD

The management of a transport company wanting to survive in a market economy, has 
to consider the future of its company. This strategic thinking originates from the fact that 
tomorrow's company starts with and is the result of today's investments.

Especially in a market economy the market, our transport market, can change very 
rapidly; new opportunities emerge and "old" markets casu quo clients disappear. Without 
proper (investment) decisions a company may miss opportunities or may invest in 
disappearing markets.

In this Business Plan the result of an analysis of the present state of Tbilautoservice is 
described. It is meant to give an insight into the future of Tbilautoservice by analysing the 
company itself and its (existing and potential) transport markets.

The main goal of this Business Plan is:

to set up a first, well structured view of the potential of Tbilautoservice.

The Business Plan has been phased as follows:

Chapter one:
Chapter one provides a description of the present state of Tbilautoservice. The main item 
is a description of the strong, and some weaker points of the company.

THE PRESENT

Chapter two:
The market opportunities resulting from a restricted market analysis, are compared with 
the the company’s stronger points; the result is the potential market position of the future 
Tbilautoservice.

THE FUTURE

Chapter three:
With THE PATH is meant the process, in the form of investments, reorganisations, etc. 
that the Tbilautoservice has to go through if the company wants to achieve its full future 
potential.

THE PATH

3D970601.aen
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THE PRESENT1

1.1 Introduction

In this section, after a brief presentation of a short historical background, the present 
position of the company will be discussed by analysing the company's strong points. 
These strong points lie in the advantage that this company has as opposed to 
competitors in the same transport market.
The methodology used is partly based on a SWOT-analysis1. Special emphasis is put on 

Strengths (strong points) of the company.
In the second part of this chapter some economy and transportation-related problems 
are discussed.

1.2 Historical background

Tbilautoservice is a well established former state-owned company in one of the suburbs 
of Tbilisi. It was, and still is, specialized in transporting cereals and flour products in the 
city and the surrounding area of Tbilisi. The company has a merely monopolic position in 
this type of transports.

Another transport activity concerns industrial and general goods in Georgia and the 
former Soviet Union.
In earlier times more than 1,200 trucks were available for the transport activities.

1.3 Present situation

Transport and transport-related activities
The downfall of the Soviet Union caused a sharp decline in transport activities. 
Tbilautoservice was also affected and experienced a major decline in activities. Of the 
former fleet of 1,200 trucks, nowadays only 300 trucks are operated on a daily basis.
Most of these trucks are rented to the drivers.

A second activity of the company is the mandatory yearly inspection of the trucks. 
Because of the, by Georgian standards, well equipped workshop, the government 
allowed the company to perform the yearly inspection of transport vehicles that are 
owned and operated by other companies.

1
SWOT: Strengths, Weaknesses, Opportunities, Threats
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The workshop is very large; 20 large trucks can be inspected simultaneously.
The large size of its premises enabled the company to start up transportation-related 
activities such as a TIR park as well as hotel, restaurant and communication facilities for 
drivers.

Ownership
In 1995 the management of the company bought a majority (59%) of the government 
shares. The financing in this management buy-out had been made possible because the 
government provided the Georgian inhabitants with so-called vouchers (shares) worth 30 
US$ each. The market price for these vouchers decreased to a level of 6 to 7 Lari. In 
buying many of the available vouchers, the management had the opportunity to gain a 
majority of stocks for relatively little money. Besides purchasing vouchers the 
management also invested cash money.

Power supply
The company is not dependent on local electricity; it has a solar energy system and its 
own generators.

1.4 The Mission

The Mission of a company can be defined as the future goal the company is aiming at. 
The Mission of Tbilautoservice is to become the leading provider of (national) transport 
and transport-related activities.
The core business of the company is directly related to this Mission. All other activities of 
the company have to support this core activity.
The business plan should focus on fulfilling the Mission by strengthening the core 
business.

1.5 Strong points of Tbilautoservice

Premises
Resulting from past developments, the premises of Tbilautoservice are substantially 
oversized, considering today’s activities.
Although oversized premises may have some drawbacks, such as high repair and 
maintenance costs, the advantages do predominate. They are:
• "investment" for the future.

The premises are located in a suburb near the centre of Tbilisi. As the city is located in 
a mountainous area, building ground in Tbilisi is scarce. With booming economic 
activity, the need for construction areas will rise, and so will the price per m2.

• ample space for expanding activities.
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Due to the economic crisis, economic activities are still on a very low level. With a rise 
in activities, the demand for transport will increase more than proportionally, and so 
will the activities of Tbilautoservice.

• need for repair and maintenance facilities.
A vital strong point of the company is its workshop facilities for repair and 
maintenance. With the increasing of transport activities the need for proper repair and 
maintenance will rise. Tbilautoservice is very experienced in this kind of activities.

Activities
As stated before, the Mission of Tbilautoservice is to become the leading provider of 
(national) transport and transport-related services.

This means that the core business of Tbilautoservice consists of several main activities 
that have to be consistent with the main strategy as stated in the Mission.

The main activities of the company are:

Transport
One of the main activities is the transport activity itself. A distinction must by made by 
national and international transport.
With the downfall of the Soviet Union, the international transport activities of 
Tbilautoservice experienced a major decline. The restarting of this activity requires a lot 
of investment in, for instance, transport equipment of Western European standard.
In the short term, local (distribution) transport is far more promising. Tbilautoservice has 
already acquired a strong position in the transporting of flour and meal. This position 
enables the company to attract distribution activities of other kinds of products.

Repair and maintenance
Tbilautoservice has a long record of expertise on repair and maintenance activities. With 
the increase of transport activities, also the demand for repair and maintenance will rise. 
In the workshop the facilities to construct (simple) spare parts are present.

Vehicle inspections
The quality standard of the premises and the equipment of the workshop of Tbilauto
service made the government decide to allow the company to perform the obligatory 
inspection of vehicles and trucks, not only for its own vehicles but also for trucks 
belonging to third parties.
In the opinion of the management, the above-mentioned activities form part of the 

company’s core business; other activities, such as exploitation of a hotel and restaurant, 
are only meant to support these main activities.
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Financial structure and financial position
One of the main problems in the Caucasian republics in general, and in Georgia in 
particular, is the shortage of capital. This capital, for instance, is needed for investments 
in new (West European standard) transport and maintenance equipment.
Tbilautoservice also is confronted with the shortage of risk bearing capital needed for 
essential investments in new equipment.

As will be seen in chapter four: FINANCIAL ASPECTS, the financial statements of the 
company are, taking into account the country’s economic situation, quite firm and, for the 
near future profits look interesting.

1.6 Transition problems influencing the transport market

Georgia is a country in transition from a centralised economy to a more market-oriented 
economy. Of course this restructuring causes many problems, some of which also affect 
the road transport sector. The solution to these problems, which could block further 
economic development, should be given high priority. Some of the main problems will be 
briefly discussed.

Infrastructure
Road infrastructure is heavily affected by overdue maintenance. Poorly maintained roads 
mean, among other things:
• a decline in transport efficiency because of lower speeds in transports,
• higher costs of repair and maintenance of trucks because of high wear and tear,
• a rise in the number of accidents and unnecessary damage to cargo.

Market economy experience
A problem related to all economic sectors is the lack of knowledge concerning for 
instance the operation of a transport company under market economy circumstances. A 
study and training centre dealing with subjects on market economy can help to solve this 
major problem.
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Capital market
For essential investments companies have to attract "external" capital such as bank 
loans against reasonable costs. At this moment the lack of this type of capital is one of 
the major problems facing transport companies.
This problem is worsened by the lack of hard currency.

Institutional organisations
In order to further develop the transport sector, and as an essential condition for further 
development of the economy itself, a strengthening of the institutional transport organi
sations such as the Ministry of Transport Affairs and the Road Hauliers Association, is 
imperative. Without a proper framework for the transport sector, such as transport laws, 
quality regulations, liability and insurance, any further development of this sector is bound 
to be thwarted.

Economic situation
At present the internal Georgian transport market is poor. Most of the factories transport 
their production with their own vehicles.
The economic situation of Georgia is still relatively weak. Only after improvement of this 
situation can a rise in the demand for transport take place. This increase will cause that 
the production companies need the support of the road haulage companies. As the 
name Tbilautoservice is well known in Georgia, transport activities may increase.

/

8D970601.aen
27 May 1997



N
II
A

2 THE FUTURE

2.1 Economic development

In this paragraph some items regarding the country's ecomonic development that are of 
interest to transport companies, will be discussed. It goes without saying that this 

discussion provides by no way an exhaustive enumeration.

The future of the economic situation of Georgia looks promising because of for instance 
the fact that the country forms a essential part of the transport corridor between Western 
Europe and (Central) Asia, the so-called TRACECA (the new "Silk Route"). This fact may 
have a very positive influence on the economic activities in the country, and booming 
economic activities generate a demand for transport capacity.

Another possible development concerns the foreseeable need for proper storage 
capacity.
As a result of past developments the warehousing and distribution market is not well 
developed in Georgia. With the improvement of the economic situation in the country, the 
need for proper storage as well as collection and distribution of the goods, will emerge.

As Georgia is part of the main transport corridor to the West, the planned exploitation of 
the rich oil fields near Baku in Azerbaijan may imply a booming of transport activities.

2.2 Opportunities

The future of Tbilautoservice looks promising, for the following reasons:

Experienced
The managing director of the company, Mr Nugzar Shurgaia, graduated at the Georgian 
Polytechnical University as engineer/mechanic.
Since 1986 he has been managing director to this company.

Premises
The main premises are located near the centre of Tbilisi city and is, by Georgian 
standard, of high quality.
The buildings consist of offices, warehouse facilities, workshops, hotel/restaurant, as well 
as facilities for diagnostics and inspection.
The hotel has 25 beds and the room rate per night is very low indeed.
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The premises have a secured parking area for more than 150 truck-trailer combinations.

2.3 Institutional strengthening

With institutional strengthening of, in this case, the transport sector, is meant the process 
that enables and supports further development of transport activities. It implies setting up 
a framework of policy-making and training organisations.
As recommended in the report "TRACECA: Improvement of Road Transport Services", 
the establishment and further development of these new institutions such as the Ministry 
of Transport and the hauliers association GIRCA, together with the formulation of new 
road transport policies and new laws and regulations, will enable a further development 
of the road transport sector.

D970601.aen
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3 THE PATH

Introduction3.1

THE PATH describes the conditions that have to be met if Tbilautoservice wants to 
achieve its full future potential.
The description of THE PATH is based on an analysis of the strengths and weaknesses 
of the company in relation with (transport) market requirements. In general, the following 
four classes can be distinguished:
1. Important for the transport market casu quo the transport clients and a strong point 

of Tbilautoservice (paragraph 3.2),
2. Important for the transport market and a weak point of Tbilautoservice (paragraph 

3.3),
3. Not important for the transport market and a strong point of Tbilautoservice and
4. Not important for the transport market and a weak point of Tbilautoservice.

In this paper points 3 and 4 will not be discussed in any further detail because they are 
not important for the transport market of Tbilautoservice. Investments not been made in 
the interest of existing and future clients are an unnecessary waste of resources.

3.2 Important and strong

The first combination is: important for the market and a strong point of the company. 
Items that fall into this category are the main competitive advantages that Tbilautoservice 
has in comparison with competitors and that have to be cherished.
These items are (not exhaustive):

Strong points of the company
- Well equipped workshop
- Experienced employees
- Availability of spare parts
- The terminal provides, among other things:
- hotel accommodation
- safe parking place
- customs clearance
- forwarding activities for return loads
- Core business,
- Years of experience,

Important to the market/clients 
- Repair and maintenance facilities

- "All-in" customer service

- Local distribution and 
collection
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- Already monopoly on local transport of 
meal and flour

Of the above-mentioned items no special action is needed as long as the existing 
standard is maintained and, if possible, further strengthened. These items are the main 

assets of Tbilautoservice.
Although the repair and maintenance facilities are, by Georgian standard, of high 
standards. However, with the increasing of transport between Western Europe and the 
Caucasian republics, the demand for repairs of trucks of Western European origin will 
rise. It is strongly recommended to upgrade the equipment to Western European 

standards.

Concerning the strengths of Tbilautoservice, one further action, however, is still needed: 
Tell your (potential) clients about it!

Important and weak3.3

Factors that are important for clients but are a weak point of the company. The 
management should indeed focus on these points. They may be the cause of the loss of 
(future) clients and may threaten the future position of the company.

Weak points of the company
- Limited
- (nearly) notexistent
- Limited capacity available

Important for the market/clients
- Transports to CIS-countries
- Transport to Western Europe
- Warehousing and storage 

facilities
- Intermodal (road/rail) 
transport

- Knowledge of market economy

- None

- Very limited

A first short plan will be made for possible solutions for the above-mentioned weak 
points. In the near future these problems (and some others which are not discussed in 
this paper) should have the management's full attention. A strategic plan to resolve these 
weaknesses has to be presented in the short term.
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Problem 1: transport to CIS and Western Europe
The fleet of Tbilautoservice consists entirely of Russian-made trucks. Most of them are 
technically unfit for daily operations.
The main problem Tbilautoservice is facing, is the urgent need for trucks of Western 
European standard. The nearly frustrating lack of hard currency is one of the main 

problems.
A further strengthening of relations with foreign partners (for instance joint ventures), may 
be (part of) a solution of the above-mentioned problems.

Problem 2: limited storage and warehousing facilities
Ample space on the premises is available to start-up warehousing activities. As the 
demand for these activities increases, an investigation into the start-up of this activity 

may be opportune.

Problem 3: intermodal transport
Part of the TRACECA projects deal with the restructuring of transports by rail. Increased 
transport by rail means an increased need for intermodal terminals. The premises are 
located in the main city and another in the main seaport of Georgia. Growing transport 
may trigger off intermodal transport. Strategic cooperation with a terminal provider may 
strengthen the position of the company.

Problem 4: knowledge of market economy
Although Tbilautoservice has, by Georgian standards, good knowledge of national 
transport markets, for a further development of the company, education is needed in the 

following fields:
• foreign languages (business English),
• management of (transport) companies in a market economy,
• market approach and marketing,
• freight rate and pricing policies,
• financial management and cost calculation,
• computers and management information systems.

Even if a joint venture may solve a substantial part of the problem of inexperience with a 
market economy, an intensive training programme on the subjects mentioned will remain 

obligatory.
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Recommendations for follow-up actions3.4

Although Tbilautoservice is already in the possession of a large number of trucks and 
already has extensive knowledge of national trade and transport and vehicle technology, 
further expansion of the activities (including an upgrading of the workshop and workshop 
equipment) will be necessary because of the future growth of the company (see: The 

Mission).
For the guidance of the desired growth a more elaborate Strategic Plan has to be made. 
This Strategic Plan has to be based on the facts of the Business Plan at hand.
Parts of this Strategic Plan are:

The Marketing Plan
In the Marketing Plan the strategic choices that have to be made to attract new clients, 
are presented. Part of this plan is a Business Promotion Plan in which the promotion of 
the company is the main subject.
As the main clients will be of both national and foreign origin, the Marketing Plan should 
focus on reaching these clients groups.

The Investment Plan
For the expansion of the company a number of investments is needed. The Investment 
Plan presents an overview of necessary investments. Especially the upgrading of the 
workshop seems essential.

The Finance Plan
The Finance Plan is strongly related to the Investment Plan. The Finance Plan provides 
an overview of the possibilities (each possibility also indicating the related capital costs) 
for the financing of the necessary investments.

Human Capital
Expansion of the company necessitates extra employees, for instance technicians with 
knowledge of the mechanics trucks of foreign casu quo Western European standard.

Exploitation
The finishing touch of the Strategic Plan is an overview of all the costs of the future 
company and the expected revenues.
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