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1. PROJECT SYNOPSIS

Project Title : TRACECA CO-ORDINATION TEAM

Project Number : TNREG 9604_Ext

Countries : Armenia, Azerbaijan, Georgia, Kazakhstan, Kyrgyzstan,
Moldova, Mongolia, Tadjikistan, Turkmenistan, Uzbekistan,
Ukraine

Project Objectives
The project basis is the TRACECA programme which was engendered by a
Conference organised by the European Commission in May 1993. The objectives
are:
•  to stimulate co-operation among the participating Republics in all matters

pertaining to the development and improvement of trade within the Region
•  to promote the Central Asian – Trans-Caucasian - European Transport Corridor
•  to identify problems and deficiencies in the Region’s trade and transport systems
•  to define, in terms of contents and timing, a Technical Assistance Programme to

be financed by the European Union (EU)

Specific Project Objectives:
Co-ordination of the TRACECA programme, with a view to:
•  increased coherence, efficiency, diffusion and sustainability of the existing projects
•  identification and development of new projects fitting the TRACECA objectives

Planned Outputs
•  measures to increase cohesion between projects, especially the exchange of

information and data between contractors
•  maintaining and developing cohesion between these existing project activities,

and the TRACECA state beneficiaries
•  measures to orient the projects towards the overall TRACECA objectives
•  documentary outputs of  i) project fiches for new project propositions, ii) terms of

reference, iii) reviews of projects, dissemination materials, discussion documents,
iv) agendas and support documents for working group conferences, v) bi-annual
reports

•  maintenance of a World Wide Web site
•  stimulation of financing of investment proposals (as identified by TRACECA

projects)  by international financial institutions and commercial partners
•  identification and presentation for budget approval of new project concepts or

extensions of existing projects
•  launching of new projects including preparation of ToR, participation in tender

evaluation (organised by the TACIS Procurement Unit) and introduction of the
contracted consultant into the TRACECA environment

•  promoting usage of the TRACECA corridor as a trading link between the Far East,
Central Asia, the Caucasus and the EU

•  promoting linkage of the TRACECA corridor to the Trans-European Networks
(TEN)
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Project activities

•  maintenance of existing TRACECA Co-ordinating Offices in Tbilisi, Tashkent and
Brussels

•  management of local co-ordinators in all eight TRACECA founder state capitals
•  project management

•  regular meetings on site with contractors, Partner Organisations, Co-
ordinating Units, Delegations and eventually representatives from
international institutions / commercial partners

•  facilitation of exchange of information and data between contractors by
means of technical libraries in Brussels, Tashkent and Tbilisi and on the
Internet

•  consolidated calendar of project events and milestones
•  review and comment on all reports issued by the contractors
•  regular reporting to the Task Manager in Brussels

•  planning for a Working Group Meeting
•  co-ordination of development of the TRACECA corridor, where possible, with the

objectives of the EU’s transport policy and in particular the Trans-European
Networks (TEN)

Project Starting Date : 28th January 1999

Project Duration : one year
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2. Summary of Progress since the Start of the Project

2.1 Team Actions

The same structure of the Coordination Team (CT) has been maintained throughout
the contract. This structure, in staffing and facilities, quite closely resembles the
original team organisation established after the award of the first Co-ordination Team
contract in 1997. In fact the team antecedents date back to the first TRACECA
Working Groups contract awarded in 1995, as well as to EC emergency aid
programmes to the Caucasus following the civil conflicts there. This continuity has
certainly benefited the TRACECA programme, particularly in contacts with the many
beneficiary organisations with which we deal.
Representation was set up in all eight of the original TRACECA countries, staffed by
local persons and by the two EU regional Co-ordinators. The Brussels office
continued to function as the principal team communications hub, as the main point of
team liaison with the EC Task Managers, to maintain a comprehensive library of
TRACECA programme reports, and to develop the TRACECA web site. The
Brussels office was staffed by a full time EU Co-ordinator, an IT/Communications
specialist, and an administrative manager. The CT could also draw on a pool of
short-term experts. Thus, a railways communications expert assisted with the
evaluation and contract negotiations for the Caucasus Fibre Optic Cable project, and
a railways rolling stock and facilities expert and a transport economist made a pre-
feasibility study in August of a narrow-gauge rail ferry ramp in the Georgian ports.
The Co-ordination Team contract was amended to annul the foreseen Working
Group conference. The resources thus made available were transferred to allow
more time for inputs by the co-ordination team EU experts, both for short-term
specialists, and core team members. Two reasons may be cited for annulling the WG
conference:
•  The slowness and uncertainty in processing the new projects already decided at

the previous Conference held in Tbilisi in May 1998. There would have been
some loss of credibility if we had proposed a further cycle of projects, before the
previously agreed programme had mobilised and made some impact in the
beneficiary states.

•  The first meeting of the Intergovernmental  Commission was anticipated. This
would have made a WG meeting somewhat duplicatory, and created confusion in
everybody’s perceptions of what is the Intergovernmental Commission, in
comparison to the WG.

The budget for printed conference materials such as maps and brochures was not
changed.
The CT maintained contact on a daily basis with:
•  beneficiary state organisations
•  the EC Task Mangers
•  TACIS Co-ordination Units
•  the EC Delegations in Tbilisi and in Almaty
•  development banks, or international financial institutions (IFI)
•  other donors
•  relevant international organisations
•  other TRACECA project team members
•  the TACIS monitors
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•  anybody expressing interest in the TRACECA programme
Throughout these contacts the CT has placed priority on developing the TRACECA
programme in close collaboration with the beneficiary state authorities, and in
maintaining the good image of the programme in the beneficiary regions. Any
success claimed by the TRACECA programme owes much to the confidence that the
beneficiary states themselves place in the programme.
In general the interchange of information about TRACECA, with whomsoever, was
much improved by the development of the TRACECA web site during the reporting
period. Considerable effort by the CT and by the Task Managers was devoted to this.
The most important reports and technical deliverables from previous TRACECA
projects have been scanned and made available by downloading from the TRACECA
web site.
New printed brochures, maps, and conference folders were prepared by the CT.
These have proven very popular.
Assistance was provided to TACIS in the evaluation of new project tenders, and in
the subsequent negotiations with selected contractors.
Three TRACECA technical assistance projects were launched (the lead consultant is
noted in brackets):
•  International Road Transport Transit Facilitation (Scott Wilson)
•  Traffic and Feasibility Studies (BCEOM)
•  Intergovernmental Commission for the Implementation of a Basic Agreement

(AXIS)
In addition assistance was provided in the evaluation and launch of two TACIS
national transport projects

•  Reorganisation of the Transport Sector Administration in Azerbaijan (Dornier)
•  Feasibility  study  for the  Rehabilitation  of A)  the  Road  Dostuk - Osh - Sary-

Tas - Erkech-Tam B)  the  Road  Osh - Kyzyl-Kyya – Isfana – Tajikistan Border
(FINNRA).

Kick-off and introductory meetings were held with contractors for the new technical
assistance projects. These were held both in Brussels and on-site. Relevant
documents from previous TRACECA activities were provided to the contractors.
Introductions with counter-parts were arranged, and assistance in linking the EU
contractors with local consultant sub-contractors. Particular attention was paid to the
Intergovernmental Commission for the Implementation of a Basic Agreement (IGC)
project, and to the completion of tender documents for the Aktau ferry terminal
rehabilitation. The CT assisted in liaison between the International Roads Union
(IRU), who are the sponsors of the Road Transport project, and the contractor.
Assistance was provided in launching three investment projects:
•  The Caucasus Fibre Optic Cable
•  Intermodal Equipment Supply
•  Baku Tank Wagon Cleaning Boilers
Of these, the Caucasus Fibre Optic Cable demanded a great deal of attention by the
CT. Actions included assistance with the tender documents, approvals in the
beneficiary states, tender evaluation and contract negotiation.
On-going assistance was provided in the co-ordination of two current TRACECA TA
projects. This was done in close collaboration with the SCR Task Manager and the
TACIS Monitoring Team. Frequent project meetings were held. The CT acted in
general to maximise the benefits of the projects for the beneficiary state
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organisations concerned. On occasion this led to open disagreements with the
project contractors.
A short term expert mobilised by the CT carried out a mission to Poti to appraise the
possibility of adapting the ports rail ro-ro facilities to accept standard guage freight
wagons. This would allow rail ro-ro services from Ports such as Varna and
Constanza, with transshipment at Poti. Also since July 1999 assistance has been
provided by a small TACIS project to prepare tender documents for private
concessions to operate the container terminal (berth 7) and the rail ferry terminal
(berth 2).
Assistance was provided to the producers of a “Silk Route” film being financed by the
EC and by private investors.
Finally, the CT contract was extended two months without additional resources. This
was for two specific tasks:
•  to allow introduction of the IGC project in the region and to allow the CT to attend

the first IGC
•  to allow, if eventually necessary, a CT rail telecomms expert to carry out a

mission to the Caucasus for co-ordination with local partners of the Caucasus
Fibre Optic Cable project.

This Final Report covers TRACECA activities up until the originally foreseen end of
the co-ordination team role on January 31st. The extension tasks will be covered by
two mission reports  which will be handed over directly to the involved Programme
and Task Managers.

2.2 Programme Progress

Projects, On-going and New
Overall the contract period was marked by delay in the development and launching of
TRACECA projects. As far as ongoing projects are concerned, this was due to their
own project management. Delay in launching new projects was internal to the EC
and the re-organisation of its own project management agencies. During the later
part of the reporting period, the problems were somewhat alleviated.
The period ended on a high note, with the eventual convening of the IGC, and
preparations for the establishment of its secretariat in Baku.
Updated summary descriptions of all of the individual TRACECA projects are
included in Annex 2.
At the outset of the contract period the following ongoing TRACECA and transport
related TACIS National projects were active in the field (TA=Technical Assistance,
IP=Investment Project):
1. Road Maintenance (TRACECA, TA started in August 1997);

Final Reports were presented during January 2000.
Revised Rosy software for roads maintenance planning, and training was finally
delivered to beneficiaries. The software was successfully demonstrated and used
in case studies. However, the robustness of the software, and its’ adaptability to
systematic everyday use by any Highways Authority, remains very open to
question. This has been a long-standing problem that has dogged TRACECA
efforts in the Roads Maintenance sub-sector since the beginning of the
programme. Both the CT and the monitors have devoted much attention to this
issue.

2. Container and Cargo Handling Equipment for the Cotton Export Logistics Centre
near Bukhara, and for the seaports of  Baku, Turkmenbashi, Poti and Illiychevsk
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(TRACECA, IP started in December 1997, co-ordinated by HPC); Final
inspections of equipment were completed.

3. Container Services between the Caspian Sea Ports of Baku and Turkmenbashi
(TRACECA, IP started in January 1998, works contract awarded to GABEG,
supervised by Athens Law initially, but finally by the CT); The project was
extended until March 2000. The Athens Law supervision contract expired, so the
CT will, if time allows, control the final certificate for this project. The CT has
always had the major responsibility for this contract, which has been complicated
by tax issues related to the non-ratification in Azerbaijan of the national TACIS
agreement.

4. Design and Construction of Rail Ferry Facilities in the Port of Poti (TRACECA, IP
started in February 1998, works contract awarded to Athena, co-ordinated by
HPTI and supervised by CCA); The project was extended until June 2000. The
CT has had to intervene in the negotiations concerning the upgrading of the ferry,
and has been in regular contact with the contractor and the beneficiary.

5. Improvement of the Existing Rail Ferry Terminal and Construction of Facilities at
Illiychevsk, Ukraine (TRACECA, IP started in July 1998, works contract awarded
to COSMAR, co-ordinated by HPTI and supervised by CCA); Final inspections
of the equipment were completed.

6. Establishment of a Ferry Cargo Movement Computer System and Supply and
Installation of Computers and Communications Equipment for the Ports of
Illiychevsk, Ukraine and Poti, Georgia (TRACECA, IP started in January 1998,
supply contract awarded to Computer Solutions, co-ordinated by HPTI); The
contractor could only finish his work in Ukraine when the new administration
building is complete (expected in February 2000). A new contract will be required
to permit remobilisation of the contractor.

7. Restructuring of the Azeri and Georgian Railways (TRACECA, TA started in June
1998); Final reports were presented during 1999.

8. Intermodal Services and Training (TRACECA, TA started in July 1998); The
project was to be completed in November, but has been granted an
extension until July 2000. This followed delays in implementation of the
project’s operational module in Central Asia, and in the training module
everywhere. A series of meetings between the contractor, the CT, the
monitors and the SCR Task Manager were held during the reporting
period, to urge the project to perform according to the TOR. The
organisation of the training module was particularly questionable. The
possibility of cotton shipments by container from Bukhara to European
destinations, along the TRACECA route, remains uncertain.

9. Port Safety in Poti and Batumi (Tacis National Georgia, TA started in February
1999); The project has been extended until June 2000 to allow delivery of radio
equipment. The CT and the contractor are in regular contact with the Dutch
government concerning an eventual financing for the rehabilitation of the port
jetty.

As noted under team actions preceding, new TA and IP projects were launched.
The initial schedule of the Traffic Forecasting project was adjusted in agreement with
the contractor to accelerate the preparation of the design and tender documents for
the Aktau Ferry Terminal Rehabilitation. A concentrated effort was made by the
contractor and by the CT, so that the necessary tender documents were ready during
January 00.
Other new projects proceeded in accordance with their contractors proposals.
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Development of relations with beneficiary organisations and other donors
Relations with TRACECA partner states remained excellent.
The original logic of the TRACECA programme, which was to diversify the TRACECA
states international trade routes by reinforcing the southern CIS East-West corridor,
remains as valid today as it was in 1993 at the inception of the TRACECA
programme. Hence the programme achieves a high political profile. An exception to
this enthusiasm for TRACECA is encountered in Turkmenistan. Due to reasons
which may be historic and far deeper than TRACECA, Turkmenistan maintains cool
relations with the other TRACECA states. The CT has however made every effort to
keep Turkmenistan involved in the programme, and even to encourage the Turkmen
to form a relationship with the MLA.
Relations with other donors continued to be highly fruitful.
The World Bank/EBRD road project in the Caucasus foresees investment of MUSD
85 in rehabilitation of the road between Baku and the Georgian Border. The Kuwait
Fund  is investing MUSD 3 in repair of the most degraded sections of the road
between Tbilisi and the Armenian border. Continuing on the Armenian side, towards
Erevan, the WB will invest 12 MUSD. The CT has been an active facilitator of
negotiations between these IFI and our beneficiaries.
The EBRD has negotiated two loans to the Caucasus rail sector, based on
TRACECA TA projects, and with the active assistance of the CT. Georgia and
Azerbaijan both obtained credits of 20 MUSD, which will be applied to track renewal
as well as equipment for signaling and maintenance. In addition a loan of 18 MUSD
has been agreed for the Port of Baku.
In  Central Asia, the EBRD formally agreed to substantial loans to the railways of
Uzbekistan (MUSD40) and Kazakhstan (MUSD65), based on the TRACECA Central
Asia Railways restructuring project. Negotiations between Turkmenistan and the
EBRD were successful concerning the rehabilitation of the Port of Turkmenbashi
(MUSD30), but less so for the Mary-Tejen road rehabilitation (MUSD65), upon which
the TRACECA  programme has expended considerable TA for the preparation of
tender documents. The sticking point was the imposition of higher fuel taxes as a
conditionality of the loan.
A TRACECA co-financing with the ADB, the EBRD, and partner states, of the
rehabilitation of the Almaty-Bishkek road was arranged (106 MUSD). TRACECA will
provide equipment and related TA for border crossings.
The CT has been in regular contact with the Dutch bi-lateral aid agency concerning
the possibility of financing for the jetty at Poti Port (35% of total project cost).
Contact was maintained with the World Bank and Islamic Development Bank in
Central Asia. Opportunities to use these sources of funding were promoted, via the
beneficiary states.
Cordial and collaborative relations were maintained with international organisations
such as UN-SPECA, UN-ESCAP, UN-ECE, and the IRF. These organisations do
however lack financing to carry out projects themselves, so that interaction with them
tends to be vocal, without material end-results.

3. Project Progress Tables

See Annex 1
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4. Overall Project Report

4.1  Introduction

Structure of this Report

Section 4.1 Introduction - provides some history of the TRACECA programme, and
the CT relation with it, for those readers who have little familiarity with what
TRACECA was or is.
Section 4.2 Strategic Development – provides insights into the general strategy of the
programme
Section 4.3 Programme Implementation Actions – see on
Section 4.3.1 Project Management Plan – describes the framework of actions taken
by the team during the course of the reporting period
Section 4.3.1 Procurement of Consultancy Services – reports on progress in
contracting new TA projects
Section 4.3.2 Procurement of Goods and Works – refers to new IP
Section 4.3.4 TRACECA Project Commentary – raises pertinent points concerning
the individual projects comprising the TRACECA Programme during the reporting
period (it is not a Monitoring Report)
Section 4.3.5 IFI Investment – discusses the investment plans and possibilities for
the physical improvement of the TRACECA corridor
Section 4.3.6 Other Actions – outlines other actions taken by the Team in furthering
the interests and reputation of the TRACECA programme
Section 4.4 Approach for the Development of Future TRACECA Projects – explains
our general rationale for proposed future projects
Section 5 Conclusions – provides a background review of the programme to date,
lessons to be learnt from project implementation, and in particular the CT project

During May 1993 a conference was held in Brussels organised by the European
Commission and attended by authorities of the eight Republics of the southern
former USSR:
Armenia,
Azerbaijan,
Georgia,
Kazakhstan,

Kyrgyzstan,
Tadjikistan,
Turkmenistan,
Uzbekistan.

They were the original Beneficiary or Partner States of the TRACECA programme.
The objectives of the conference were:
•  to stimulate co-operation among the participating Republics in all matters

pertaining to the development and improvement of trade within the Region
•  to promote the Central Asian - Trans Caucasian - European Transport Corridor
•  to identify problems and deficiencies in the Region’s trade and transport systems
•  to define, in terms of contents and timing a Technical Assistance Programme to

be financed by the European Union (EU).
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TRACECA (Transport Corridor Europe Caucasus Asia) was thence created as a
component of the TACIS Inter-State programme.
Certain specific preliminary technical projects were launched by TACIS but in
February 1995 a management contract was awarded to the present consultant firm
(“TRACECA Trade and Transport Working Groups” - Tractebel Development) to
launch the full programme as defined at the Brussels conference. This was followed
by three Co-ordination team contracts which were carried out by Tractebel
Development more-or-less sequentially between 1995 and 2000. For various reasons
it is not intended to continue the Co-ordination role any longer. These include:
•  The establishment of the IGC with a permanent Secretariat at Baku
•  The smaller budget during 1999 for classic TA and IP projects (7 MEURO as

against 10 MEURO for previous years)
From the outset the organisational structure of the programme was based on
Regional sectoral Working Groups (trade, rail, road, maritime), composed of experts
and officials from each TRACECA state, and the management team.
Four Working Group Conferences were held under the previous management
contracts (at Almaty, Vienna, Venice and Athens). The present strategy and
implementation programme for TRACECA were largely decided at those events. At
the Athens Conference in October 1996, it was agreed that Ukraine and Mongolia
would become Beneficiaries of TRACECA. At the Fifth Working Group Conference in
Tbilisi in May 1998, it was decided to integrate Moldova into TRACECA.
The Team appointed to carry out this present Co-ordination mission comprised:
•  Mr. B. Beddegenoots, Co-ordinator, Brussels
•  Mr. M. Graille, Co-ordinator, Tbilisi
•  Mr. M. Sims, Co-ordinator Tashkent
•  Mrs. I. De Volder, Administrator, Brussels
•  Mr. D.Feldheim, IT/Communications specialist, Brussels
Short term input was also provided by:
•  Mr. S. Moretti, railways telecommunications and signalling expert
•  Mr.J.Scheerens, railways expert
•  Mr.K.Coudere, environmental expert
•  Mr.J.Gauderis, transport economist
As required in our Terms of Reference, permanent principal TRACECA offices are
maintained in Tashkent and in Tbilisi. These offices are located respectively in the
Tashkent Institute of Automobiles and Roads, and in the Georgian Ministry of
Transport. Both locations are conveniently close to many of our beneficiary
interlocutors. Both offices are fully equipped, including international
telecommunication lines.
A network of local assistant co-ordinators has also been maintained in the TRACECA
region.

4.2 Strategic Development

The general strategy of the TRACECA programme has been to reinforce the
transport networks running east-west from the TRACECA partner states borders with
China, through the Caucasus to the Black Sea PETRA (Pan-European Transport
Area) and thence via the TENs (Trans European Networks) into Europe.
Reinforcement may be interpreted as a set of projects or actions concerning
institutional development, investment in maintenance and capital improvement.



TRACECA Co-ordination Team Final Report - January 2000

Tractebel Development Engineering Page 11

Interested bystanders occasionally ask, "When will TRACECA be complete?". In fact
TRACECA is already a working transport corridor, and has been since the glory days
of the Silk Route. However, the infrastructure used today dates from the Soviet era. It
is showing signs of obsolescence, and serious lack of maintenance. The
organisations that run it were mostly established in the Soviet Union era, and their
function was to apply central planning directives. They lack commercial traditions.
Also since the demise of the SU, they lack any new regional framework except
TRACECA, in which to co-ordinate the exploitation of the east-west corridor.
The Central Asian TRACECA countries, along with Azerbaijan and Armenia, are all
landlocked. As such TRACECA coincides perfectly with their national strategies of
establishing a diversity of competing transport corridors, to assure their links to deep
water ports and to the global trading system.
The dominant freight category transported on the TRACECA route is petroleum
products (of the order of 50% by tonnage loaded). This derives from both national
and international trading. During the reporting period negotiations between
Kazakhstan, Azerbaijan and Georgia led to agreements to transport by rail and ship,
substantial quantities of Caspian Basin crude oil along the Aktau-Baku-Batumi axis.
From there some of the crude is distributed to world markets, while some continues
along the TRACECA corridor by ferry to the Ukraine. TRACECA facilitated these
contacts and provides substantial TA and investment support to assist the partner
states in realising their intentions.
Refined petroleum products are transported all along the TRACECA corridor, for
example by rail ferry from Turkmenbashi to Baku for distribution throughout the
Caucasus. TRACECA is not directly involved in this trade, but clearly our actions are
supportive to it.
At the time of writing, and indeed throughout the life of TRACECA, there has been
uncertainty over the eventual routing and financing of oil pipelines. Geo-political,
financial, and environmental considerations block agreement on any plan. Meanwhile
the rail network of the TRACECA corridor provides crucially vital links for assuring the
immediate and medium term export of crude from the region. This crude in turn is the
most significant source of revenues for the region’s nations, and vital to their
economic independence and development. The strategic link between TRACECA
and oil should never be forgotten. Excepting TRACECA, the only export route for
crude petroleum today is through Russia.
Apart from petroleum products, divers other freight categories are transported along
TRACECA. The region is quite sparsely populated and its industries could not thrive
on internal supply-demand patterns alone. Export goods include cotton, metals, and
grains, while imports include manufactured articles, industrial equipment, and
consumer goods. Some of these are higher-value products and there is a diversity of
potential trade corridors. The attraction of TRACECA is that it provides the closest
access for most states to the busy and economical trans-global liner services that
pass through the Mediterranean. Transport along alternative routes imposes the
longest land transport distances in the world. For low-value bulk commodities the
viability of such routes is marginal.
TRACECA has provided assistance to all modes of transport, but we have always
viewed inter-modal transport as the long-term optimum solution for any freight that
can be containerised. Several factors hinder the development of containerisation:
•  Inappropriate infrastructure and equipment
•  Lack of balanced two-way traffic to start up the system, allowing formation of

block trains and the return of containers full
•  Relatively high rail tariffs for containers
•  Customs procedures
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TRACECA IP and TA projects, both past and current, have worked to overcome
these technical and commercial hindrances.
Since the establishment of the TRACECA programme, the most prominent milestone
event has been the signature of the Multi-Lateral Agreement (MLA or Basic
Agreement) by 12 heads of delegations in Baku on September 8th, 1998. The
TRACECA programme foresaw a substantial support project to assist with
implementation of the agreement, to set up an in intergovernmental  commission
(IGC), and a permanent secretariat in Baku. The launch of this project was much
delayed, apparently due to administrative reasons in Brussels, and the TRACECA
programme lost momentum. At the time of writing the IGC project is at last
mobilising. It may be expected that the future evolution of the programme will be
closely linked to the MLA. The issues to be addressed are institutional, such as
transit procedures, transit tariffs etc.
Unfortunately during the reporting period Turkmenistan remained outside of the circle
of countries which have adhered to the TRACECA Basic Agreement. Though
negotiations between them can be hard, the signatory countries generally look on
each other as partners in the corridor, and more than just service providers, taking in
freight by one gate and delivering them at another. Turkmenistan has been rigid in
applying relatively high tariffs for transit traffic, apparently in response to matters
such as gas exports, which have no direct connection with TRACECA. The shorter
term impact is not strategic. Some traffic is simply avoiding Turkmenistan by
continuing through Riga or tentatively Aktau, based on commercial considerations.
Longer term the implications are more ominous and certainly strategic, as they
concern neglect of infrastructure. Given the diminishing commercial attraction of this
section, Uzbekistan is deferring maintenance on its westernmost rail link towards
Turkmenistan, and placing a higher priority on other sections of their network. They
are also pushing ahead with the planned new link from Uchkyduk to Nukus. This
provides access from the populous and industrialised southern provinces of
Uzbekistan, to Aktau and beyond, without transiting through Turkmenistan.
Furthermore, a previous TRACECA project has revealed the perilous state of the
major Amu Darya Rail bridge at Chardzou which is in Turkmenistan and adjacent to
the Uzbek border. There is at present no sign of outside intervention to keep this
absolutely vital bridge serviceable.

4.3 Programme Implementation Actions

4.3.1 Project Management Plan

The CT has always striven to maintain the cohesion of the TRACECA programme,
both internally and externally. It has maintained a “corporate memory” for TRACECA
that has been particularly useful during the period of re-organisation of DG1a/TACIS
and the inauguration of the SCR. Likewise the CT has worked very closely with the
TACIS Monitoring Team to try to maintain the quality of output of the individual
TRACECA projects. Hence our management plan for our own co-ordination project
has required frequent exchanges of information, and concerted decision making with:
•  TACIS/DG1A task manager
•  SCR Task Managers
•  TACIS Monitoring Team
•  Project experts
•  Beneficiary agencies
•  Transport sector authorities
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•  Directors of TACIS National Co-ordination Units
The flow of information between the three co-ordinating offices has been constant.
The CT has always been very aware that the TRACECA programme cannot thrive in
isolation. Hence we have also emphasised communications with:
•  Project officers from IFI
•  European Commission Delegations
•  Member State Embassies, Technical Assistance and Trade Agencies
•  Member State private companies
Furthermore, we have used every available opportunity to speak at transport related
conferences within the region.
During December 1999 the French Senate organised a conference on the Caucasus,
attended by the Presidents of the three TRACECA Caucasian states. The CT
presented the TRACECA programme.
Annex 3 details specific actions taken by the CT.
To support our actions for diffusion of information on the TRACECA programme, we
have constructed a Web Site and prepared and published multiple editions of:
•  Maps
•  Brochures
•  Folders
Web Site
The TRACECA web site was much extended. Past reports were reviewed with the
TACIS Task Manager and all those considered of enduring interest were scanned
and made available from the web site (see Annex 2, page 7).
We are currently finalising a final update of the web site, including the technical
library, which consists of a selection of scanned project reports.
The complete web site will be saved on 1+5 CD-Roms (1 for the actual web ite and 5
for the scanned reports) and transferred to the Contracting Authority by the end of
February 2000 (10 copies of the set of 1+5 CD-Roms).
At the same time, we shall stop hosting the web site http://www.traceca.org.
AXIS shall then take over the hosting, maintenance and updating of the web site, as
part of their assistance to the Intergovernmental Commission.

Physical Libraries
The physical library in our Caucasus office in Tbilisi will be transferred to the
Permanent Secretariat in Baku in the second half of February and the first half of
March 2000.
The physical library in our Central Asia office will be handed over to the contractor for
the IGC, for eventual location by the National Secretary in Uzbekistan.
As the European Commission is short of storage room, and as all relevant project
reports have been scanned and integrated in the web site, there is no point in
transferring the physical library of our Brussels office to the Contracting Authority.

Brochures, maps, leaflets etc.
We have prepared a final update of the TRACECA brochure in December and
January. This is now being printed at 600 copies, as are 500 copies of the TRACECA
map in A3 format. On reception, they will immediately be handed over to the
Contracting Authority. The same goes for what little is left of the TRACECA maps in
A0 format and the leaflets.
A slide-show we prepared for a presentation to the Senate of the Republic of France
in October was handed over on CD-Rom to the Contracting Authority.

http://www.traceca.org/
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Equipment purchased under ‘Reimbursables’
The present contract extension, from January 1999 to January 2000, had a
reimbursables budget for equipment of only EURO 2,000. This sum was used to
purchase one PC for the Baku office and various items of small office equipment.
These items have been handed over to the respective Beneficiaries (Ministry of
Transport in Tbilis, Railways Department in Baku, TACIS CU in Tashkent etc.).

4.3.2 Procurement of Consultancy Services

A programme of new TRACECA TA projects was launched. This involved
preparation of the project fiches, terms of reference, obtaining the Statements of
Endorsement from beneficiaries, evaluation of tenders, and when necessary
assistance in negotiations with winning contractors. All project preparatory
documents and the Terms of Reference were translated into Russian to allow full
discussion with beneficiaries. Frequently the commencement of projects required
translation of Russian language communications from beneficiaries into English.
Three new TA projects were financed from the 1998/1999 TRACECA budget:
•  International Road Transport Transit Facilitation (Scott Wilson)

The terms of reference project were developed with the International Roads
Union in Geneva and in Brussels.

•  Traffic and Feasibility Studies (BCEOM)
The terms of reference were developed internally by the CT. One module of the
project concerns rehabilitation of the ferry terminal at the port of Aktau. This
module required several visits to Aktau by the CT, to identify the module
objective, and then to obtain formal approval of the module by Kazakhstan and
Azerbaijan.

•  Intergovernmental Commission for the Implementation of a Basic Agreement
(AXIS)
The terms of reference for this project derive from the initial Transport Legal
Framework project, and extensive discussions between the TACIS Task
Manager, the CT and the Government of Azerbaijan. As noted elsewhere this is a
most significant project for the future of TRACECA, and the delay in procurement
of the necessary consulting services is most regrettable. The project as launched
is essentially the same as the project foreseen eighteen months ago.

Assistance was provided in the evaluation and launch of three TACIS national
transport TA projects, and further small projects from underspent budgets or other
sources unknown to the CT:
•  Reorganisation of the Transport Sector Administration in Azerbaijan (Dornier)

The terms of reference were developed by the CT.
•  Feasibility  study  for the  Rehabilitation  of A)  the  Road  Dostuk - Osh - Sary-

Tas - Erkech-Tam B)  the  Road  Osh - Kyzyl-Kyya – Isfana – Tajikistan Border
(FINNRA).
The terms of reference were developed by the CT, with input from the Asian
Development Bank.

•  TA for the Privatisation of Poti Port
This small project was awarded by direct agreement to HPC.

•  Port Safety in Poti and Batumi (TECHNITAL)
Three further TA projects are planned under the 1999/2000 TRACECA budget (see
Annex 4). These are
•  Intergovernmental Commission for the Implementation of a Basic Agreement.

The terms of reference foresee the possibility of an extension of the project for at
least one more year.
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•  Caucasus Road Sector - Feasibility Study for the Rehabilitation and the
Reconstruction of the Road Link between Baku, Tbilisi, and Yerevan. The terms
of reference were developed in collaboration with the World Bank and the EBRD.
Statements of endorsement have been presented to SCR.

•  Customs Facilities at Central Asian Road Border Crossings (2 MEURO). The
terms of reference were developed in collaboration with the ADB. The statements
of endorsement have been presented to SCR.

At the time of writing, the launch of projects under the 1999/2000 budget, both TA
and IP, awaits administrative procedures within SCR or the services on which it
depends.

4.3.3 Procurement of Goods and Works

The preparation and follow-up of IP has required much attention by the CT, far more
than the TA.The “Supply of an Optical Cable System for Communication and
Signaling to the Railways of  Georgia, Armenia and Azerbaijan”  (Caucasus Fibre
Optic Cable) was tendered and evaluated. The signature of the contract is under
negotiation. The result of the evaluation is confidential. At the time of writing the
signature of the Financing Memorandum with Armenia was awaited. In the two other
beneficiary countries all formalities are complete.
Two new IP were launched from the 1998/1999 TRACECA budget:
•  Intermodal/Terminal Equipment (2,5 MEURO) which was awarded in separate

lots to different suppliers. At the time of writing most supplies are already
shipped.

•  Rail Tank Wagon Cleaning Boilers (500 KEURO). These boilers have already
been delivered to Baku and are being installed.

One further IP is included in the 1999/2000 TRACECA budget:
•  Rehabilitation of the Aktau Ferry Terminal (2 MEURO). The statement of

endorsement for the project, and the tender documents, have been presented to
SCR.

Concerning IP projects in general, in spite of the presence of specific co-ordination
and supervision contractors, and the responsibilities of the suppliers themselves, the
CT has often had to intervene in deliveries, to keep beneficiaries informed of the
schedules and prepare for off-loading, as well as such issues as customs clearance
with exemption from taxes.

4.3.4 TRACECA Project Commentary

The Traffic Forecasting project has commenced reasonably well. Reassuring kick-
off meetings were held with the contractor in Brussels and on site. However, the
originally proposed team leader has not yet been able to commence his role, due to a
severe injury sustained just before the project commenced. The contractor BCEOM
has substituted one of their senior staff to replace him. Given the complexity of the
project, and the prolonged absence of the original team leader, the CT firmly
recommends that the substitution become permanent.
Module A Database and Forecasting has established its counter-parts and sub-
contracts. There is continuity with participants in the previous Regional Traffic
Database and Forecasting project. The lessons to be learned from the previous
project and applied in this module are:
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•  The traffic database is of extremely high value, as practically all subsequent TA
projects in the region have used it and the new database can expect similar high
demand.

•  The forecasting methodology should be developed hand-in-hand with the
beneficiaries, and not delivered as a package. The TOR make this abundantly
clear, but the project team may not have grasped their responsibilities. Hopefully,
after the CT ceases to function, then the Monitoring Team will continue to bring
this point home to the contractor.

The contract has proposed a web-based architecture to sustain the database. The
CT approves of this idea, and the project still has adequate time to test how well it
will work. Whatever the outcome we have proposed in our future project list a
TRACECA information and training centre that will take the database under its wing.
The contractor was asked to revise his programme to give Module C Aktau Ferry
Terminal Rehabilitation every priority. At the time of writing the works tender
documents are complete but the Feasibility Study and the TOR for a small
supervision contract are awaited.
Little action has yet been taken on the other Modules; for the Oil Terminals at
Caspian Sea ports, for the accessibility of the market for shipping on the Caspian,
and for the Navigation Channel at Turkmenbashi Port.
The Inter-Governmental Commission for the Implementation of a Basic
Agreement was mobilising at the end of the reporting period. Kick-off meetings have
been held with the contractor with TACIS and SCR in Brussels, and with
governments in the Caucasus. The CT is arranging for insertion of the project in
Central Asia. Numerous meetings have been held with beneficiaries, and extensive
contacts maintained with the TACIS Programme Manager. The first
Intergovernmental Commission meeting will be held in Tbilisi on March 10th-11th
The Road Transport International Transit Facilitation has mobilised but not all
countries have yet been visited. Kick-off meetings were held in the field, and a
meeting to review the Inception Report was held in Brussels with SCR and the IRU.
In the opinion of the CT this is a relatively straight-forward project with clear terms of
reference, well defined beneficiaries, project staff who have previous experience in
the region, and adequate budget. The only potential pitfall that we can see at present
is the procurement of computers and other equipment. Previous TRACECA
contractors have consistently failed to master the TACIS Procurement Rules.
The Intermodal Services project was the subject of several meetings called to
review perceived deficiencies in the project outputs. Criticisms leveled by the CT and
the Monitors concerned both Module A Services and Module B Training. It was very
difficult to obtain information about the project, as reports were not systematically
distributed. Continual meetings and telephone calls to the project operatives and the
beneficiaries were the only way to obtain any knowledge of what was going on.
Very little progress at all was perceivable until September of 1999, while the project
was to end in December 1999. It has now been granted an extension until July 2000.
The project reporting has so far restated problems that were for the most part
contained in earlier consultants reports.
Towards the end of the 1999 the project made highly commendable progress in
negotiating a competitive chain of transport services along the Northern TRACECA
route from Bukhara through Aktau, Baku, Poti, and then through regular feeder
services on to Piraeus and the major shipping routes through the Mediterranean.
This chain depends on shipping rates offered by a new service provider between
Aktau and Baku, as well as full discounts by practically all operators along the chain.
Whether or not this chain can be exploited by the project is still an open question. If it
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can, then it would be a very significant success, as it would be a real commercially
innovative service.
It is very difficult to comment on the Training Module. The very barest schedule of
activities was provided by the project, and that schedule was not respected anyway.
No training materials or syllabus were made available, at least not to the Monitors or
to the CT. The organisation appears to have been ad hoc, with the organiser
searching for beneficiaries, and the trainers wending from location to location. The
terms of reference were not referred to, and before closing down the contract, the EC
could certainly ask for substantial evidence that something conforming with the
contract was provided.
The CT had brief contacts with the trainers, who appeared to be dedicated
professional individuals.
Perversely, even any eventual success of the project in setting up a new logistic
chain could have a downside. Diverting traffic away from its present channels of
commercial interest reduces the revenues of the participants in that channel.
Sometimes they can be involved in the new channel but not always. This really is a
microcosm of the enormous restructuring problems faced by the FSU. In leaving the
old ways behind and modernising management systems, sacrifices of some vested
interests are inevitable.
The two principal TRACECA programme projects in the roads infrastructure sub-
sector have been Roads Maintenance and Pavement Management Systems.
The second of these projects ended before this present reporting period began, but it
was always acknowledged by the contractor that the PMS Rosy software furnished
under the project contained deficiencies. Hence the sub-contractor Phoenix
responsible for the software only delivered the “final” version in September 1999.
Training on the final version was carried out in Uzbekistan, Kazakhstan, Kyrgyzstan,
and Armenia, that is the four countries that received less input from the first PMS
project. This leaves open the question of how valuable was the training carried out
under the first project, on the earlier deficient software.
The four named countries now appear to be in a position to implement PMS, and all
of them are seriously considering their options to do so. They have the equipment,
and the know-how. All of them were supplied with a Falling Weight Deflectometer
(FWD) for roads pavement testing (also Azerbaijan received such a machine). It may
be noted in passing that an FWD is very useful, but not indispensable for operating a
PMS. More significant is that certain of the counter-parts have taken to the subject of
PMS and investigated the methodology very thoroughly. Where this has happened
then there is a solid basis for introducing PMS.
While the software was a core element of both projects, they did contain many other
components that were not dependent on it. These covered Materials Standards,
Bridge Inspection, Winter Maintenance, Institutional Strengthening, Tender
Documents, Feasibility Studies and Pre-Feasibility Studies. The counter-parts
displayed very high interest in all these components, and they can be considered to
have been very successful:
The projects had many interfaces with IFI investment:
•  Conditionalities for institutional reform, road funds, and allocation of maintenance

budgets (PMS)
•  Feasibility studies and pre-feasibility studies
•  Final design and works tender documents
The two most recent and most significant TRACECA TA projects in the rail sector
have been the Central Asia Railways Restructuring and Restructuring of the
Azeri and Georgian Railways. Both projects presented their final reports during
1999, and were based on TOR prepared largely by the EBRD. Both projects were
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successful “internally” in the sense that their output covered in reasonable depth the
issues that were to be addressed. The “external” results are more complex. The
eventual negotiation of a loan and its institutional conditionalities, depends on many
factors which are beyond the scope of the TA. These are considered in the following
Section 4.3.5.
The UIC held a seminar in Paris in December to formally present their final report for
Module D Railway Telecommunications of the Central Asia Railways Restructuring
project. It was attended by heads or deputy heads of TRACECA railway companies,
a CT representative, the EBRD Transport Division head, among others.
The CT is convinced that TRACECA railways restructuring and modernisation (in
particular of telecommunications, MIS  etc.) will require much attention over the
coming decade, under all macro-economic scenarios. The real financial problems
faced by the railways are hidden by the old central planning accounting methodology
which they still use. Under their existing operating practices, the railways do not
generate the free cash flow necessary to service the loans that they require for
modernisation. To the extent that these issues are regional or can be dealt with
regionally, then TRACECA should be involved with them.
The CT carried out a mission to Mongolia in August 1999 to appraise the TACIS
national project for the Zamyn Uud Transhipment Facility. The mission report is
included in Annex 5. The contractor ETC presented the detailed design,
environmental assessment and economic study in September 1999. The project
budget, with a 1.1 MEURO investment component, was based on a cost estimate
made by NIC in 1998.
ETC soon found out that that the costs were grossly underestimated, which implies
the need for co-financing by Mongolian, foreign or international donors or private
investors. As the economic viability of the project stands or falls with exogenous
factors (price of crude oil in Russia, in China and on the world market), its certain
benefits are mainly of strategic order (diversification of oil sources for Mongolia), and
donors or investors are hard to find. Japan has shown preliminary interest to take the
whole project over. They made their own preliminary design and cost estimate in
March 1999, based on the WB report. The Ministry of Infrastructure Development
expects to receive sufficient funds from a Chinese grant. The project has been
suspended until the Mongolians have progressed significantly with the linked civil
works and co-financing.
The CT has continued to be closely involved in the Osh-Sary Tas-Erkech Tam
Roads Feasibility Study, as this projects serves TRACECA interests as much as
TACIS National ones. The contractor Finnroad’s Team Leader mobilised in mid-
January, and the team was augmented by specialist staff in early February. There is
a European Council meeting with Kyrgyzstan planned in March, so TACIS and SCR
defer till then their decision on whether the component for the Osh-Kyzyl Kyya-Isfana
road shall be implemented, or the sub-budget shall be reallocated. At issue is the
future security of project staff in this particularly sensitive region. During the tender
period the CT drafted a letter which was circulated by SCR to tenderers, to allow for
the eventual annulment of the Isfana link.
Concerning IP, several points may be highlighted:
•  Container Services between the Caspian Sea Ports of Baku and

Turkmenbashi (GABEG)– There was a sustained SCR/CT effort for ratification
of TACIS Tax Agreement in Azerbaijan. This issue has complicated the
contractual relationship between TACIS and GABEG. Practically all works are
complete, and only the instalment of some spare parts is outstanding. An
addendum has been requested by the contractor to cover re-mobilisation cost
following delays. The CT will carry out technical supervision during February-
March and eventually approve the 5th and final contract invoice.
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•  Design and Construction of Rail Ferry Facilities in the Port of Poti (Athena) –
The final acceptance is due in June 2000 assuming that the ramp is correctly
operational. The contractor has made several claims, which apparently SCR will
refuse.

•  Improvement of the Existing Rail Ferry Terminal and Construction of
Facilities at Illiychevsk, Ukraine (COSMAR) – This project included a
subcontract to upgrade the vessel M/V Geroi Shipki owned by UkrFerry. In spite
of the previous request for this assistance by Ukraine, there was long hesitation
to make the vessel available, because of loss of revenues during the work.
Finally agreement was reached to begin the upgrade in January 2000. A 62,000
EURO addendum for a customs check pit still pending. All other works including
the office building and the yard area are expected to be ready by end-February
2000.

•  Establishment of a Ferry Cargo Movement Computer System and Supply
and Installation of Computers and Communications Equipment for the
Ports of Illiychevsk, Ukraine and Poti, Georgia (Computer Solutions) – This
project was long-delayed by the non-availability of the necessary office building in
Illiychevsk (see preceding). As well as completion of the originally planned
installations in Illiychevsk, a 30,000 EURO direct agreement for hand-over and
training is pending there. Activities could re-start at the end of February.

4.3.5 IFI Investment

Capital investment in the TRACECA corridor is almost entirely dependent on loans
from the international financial institutions. Alternative sources are private
investment, the small capital investment projects (IP) launched by TRACECA, and
autofinancing by the governments themselves.
Generating private investment in large infrastructure projects is difficult even within
the relatively secure economic environment of the EU. In the TRACECA states it is
not a serious proposition for the immediate future. TRACECA actions in this respect
have been limited to encouraging EU MS firms to enter the local market as operators
or equipment suppliers.
Given these circumstances, the CT has always been very attentive to promoting
investment by the IFI. In fact practically all capital investment in infrastructure by
autofinancing, and several of the TRACECA IP have been linked to IFI projects.
Relations with IFI continued to strengthen during the reporting period.
In general, it is relatively easy to sit down with IFI project officers and beneficiaries,
and to work out a co-ordinated programme of TA and IP activities. The most difficult
part of implementing such plans is to arrange that the two administrations, that is the
EU/TACIS and the concerned bank, proceed in lock-step.
Frequent meetings have been held with the IFI, mostly on site, and good working
relations have developed. Practically no projects have been developed by TRACECA
over the past two budget cycles without consultation and reference to IFI plans.
It cannot be over-emphasised that increased investment by the IFI in the TRACECA
countries is highly dependent on institutional reforms within those countries. For
example, when considering a proposed investment in transport infrastructure of
regional importance, the first questions asked by IFI concern such issues as cross-
border trade and tariff agreements. It is in these domains that TRACECA has done
much to lay a foundation for enabling investment, but much more remains to be
done.
Considering the purely financial considerations of IFI investment in the TRACECA
route, there is a limiting rate of investment governed by the ability of countries to put
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up counter-part funds (the obligatory autofinanced part of the project), to provide
sovereign guarantees, and to repay the loan. The CT does not pretend to know
where this limit is, but we do detect a slowness in concluding negotiations, with these
aspects being cited as reasons, among others. We are sure that the sponsors of the
TRACECA corridor do not want it to become a line of over-indebted nations. The
present rate of investment may be optimal.
Relations with each IFI are dealt with separately hereafter:

European Bank for Reconstruction and Development (EBRD)
The EBRD has continued to develop its portfolio of loans to the transport sector all
along the TRACECA route. A summary of the position from East to West follows.
A loan of MUSD 65 was signed with Kazakhstan Railways, following long
negotiations which used our Central Asian Railways Restructuring Project
recommendations as a starting point. The investment is destined for improvement to
track maintenance and traction equipment.
Similarly in Uzbekistan, long negotiations have finally reached a successful
conclusion, with a loan of MUSD 40 agreed. The loan will be applied to traction
modernisation. Part of the delay in reaching agreement was due to long-standing
desire of the Uzbek side to use the loan for the completion of electrification of the line
between Tashkent and Samarkand. This was covered in our Restructuring study.
The work will now be completed by Uzbekistan itself, while the loan will be used to
purchase new electric locomotives.
Following the TRACECA engagement to co-finance the rehabilitation of the Almaty-
Bishkek Road with the Asian Development Bank (see below), the EBRD committed
itself also as a co-financer of this project, to the tune of MUSD 20.
The EBRD has not expressed interest in transport infrastructure investments in
Kyrgyzstan or Tajikistan. It may be noted that being poor countries, both of them
benefit from concessionary loan terms from the ADB and from the WB. The EBRD
has no such concessionary loan facilities.
During the past year the rehabilitation of Aktau Port dry cargo facilities was
completed mostly with EBRD finance, and TACIS Bankok Facility technical
assistance. Problems with loan repayments are possible. TRACECA has chosen to
go ahead with the Ferry Terminal Rehabilitation alone, rather than with the EBRD as
was initially foreseen. This is simpler to manage, and does not aggravate any
eventual credit repayment difficulties for the port. In fact it can only alleviate them.
The whole strategy of the EBRD towards Turkmenistan is in question due to political
issues. This report is not the place to discuss them, but the consequences for their
TRACECA related projects are that only the loan of MEURO 30 for rehabilitation of
Turkmenbashi Port is assured. A works tender for the Port prepared with TRACECA
TA should be launched early in 2000. Lost EBRD investment opportunities include
the Tedjen-Mary Road Rehabilitation for which tender documents were prepared,
and modernisation of Turkmen Railways, for which our Central Asia Railways
Restructuring Study was accepted by both sides as a basis to open negotiations.
Further out, the rehabilitation of the Chardzou bridge was a potential EBRD project.
In Azerbaijan the works tender for the rehabilitation of Baku port is due to be
launched in the second quarter of 2000. The loan is for 18 MUSD.

Quite complex co-financing packages, in which the EBRD figures prominently, are
being set up for rehabilitation of the road from Baku to Poti. On the Azeri side this
involves also the World Bank, Islamic Development Bank and the Kuwait fund. On
the Georgian side the World Bank, the EBRD, and the Kuwait fund are participating.
TRACECA/TACIS complementary actions and co-financing have included the Red
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Bridge IP, institutional assistance for the creation of a Ministry of Transport in
Azerbaijan, feasibility studies and final design documents for the actual road
rehabilitation works. The allocation of autofinancing and credits is:
Baku – Allat Azeri Government 15 MUSD
Alat-Kazi Magomed IDB & KF 40 MUSD
Kazi Magomed-Ujar EBRD 30 MUSD
Ujar-Red Bridge WB 40 MUSD
The EBRD and WB hoped to sign the loan agreements during 2000, but the
TRACECA project which must prepare the feasibility study awaits publication for
expressions of interest. by the EBRD to the Azeri and Georgian Railways are closely
linked to the TRACECA project Restructuring of the Azeri and Georgian Railways,
the Caucasus Optical Fibre Cable IP, and to the Baku Tank Wagon Cleaning boilers
IP. These are projects were carefully structured by the CT, the EBRD project officers
concerned, and the partner states.
The EBRD is now preparing for disbursement of the 20 MUSD  loan to Azerbaijan
Railways for track maintenance and for the full rehabilitation of the Baku tank wagon
cleaning facility (first supply contract tenders are foreseen for the second quarter of
2000). These are vital investments for ensuring the flow of Caspian Basin oil along
the Caucasus TRACECA corridor under transport-efficient and environmentally
acceptable conditions. Their importance is becoming ever more apparent with the
delay and debate over in plans to build new pipelines for trans-Caspian oil exports.
Supply contract for the EBRD loan to Georgian Railways (20 MUSD) are due to be
launched in the first quarter of 2000.
A loan of 52 MUSD to assist Ukraine Railways was signed in December 1999. It will
modernise infrastructure on the stretch of track between Lvov and Kiev, on the
European TEN 3 corridor.

Asian Development Bank
The Asian Development Bank has been paying more and more attention to regional
trade issues in the planning of its transport sector activities1. This has caused it to
pay closer attention to TRACECA, and collaboration both in policy and project
development has resulted.
In general TRACECA TA reports have been extensively used by ADB consultants in
the formulation of loan projects. The initial ADB loan of MUSD 70 to Uzbekistan
Railways is a past case in point. Their follow-up Phase 2 loan project has also
referred to TRACECA. It may be noted however that unlike the EBRD and the WB,
the ADB will not simply accept a report prepared by another donor (eg.TRACECA) as
a complete and sufficient basis to negotiate a loan. The ADB requires at least some
input by its own consultants, before it will process the investment.
At present the ADB is fielding a consulting team for their project “Regional Economic
Co-operation on Central Asia Phase 2 - Transport Sector Study”. The ADB TOR for
this project required collaboration with TRACECA. Extensive meetings and
information exchanges with the project consultants and ADB Task Manager have
been held.  This Transport Sector Study is expected to set the framework for ADB

                                                          
1 For reference the full ADB member countries who are also full participants in TRACECA are
Kazakhstan, Kyrgyzstan, Tajikistan, and Uzbekistan. Azerbaijan is on the point of becoming
an ADB member. Turkmenistan has applied for membership, and may be expected in due
course to join, when capital deposit requirements are met. China is an ADB member and the
western provinces of China are perceived by the ADB as sharing regional interests with
eastern TRACECA.
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regional investment over the medium term foreseeable future. Notably as well, the
project will outline regional TA priorities. Practically all projects considered for
inclusion are related to TRACECA. The ADB has invited TACIS/TRACECA to co-
sponsor a regional workshop to review these projects with the concerned
governments during April 2000.
A TRACECA co-financing of the ADB Almaty-Bishkek Road Rehabilitation project
was arranged by the concerned ADB Project Officer and the CT. This is a 118 MUSD
project of which TRACECA will provide grant financing for a value of 800 KUSD for
border crossing equipment and related TA. The EBRD will provide 19 MUSD co-
financing and the governments will provide 23 MUSD autofinancing. The TRACECA
project has been extended to cover eleven border crossings in Central Asia, well
beyond the present ADB project. These TRACECA actions will certainly facilitate
future ADB financing of other cross border road projects.
The ADB is now commencing a project to define possible future investments in
Kazakhstan Railways.

World Bank
In the Caucasus the World Bank has been active in the roads sector for some years,
and 30 MUSD has been accorded for rehabilitation of TRACECA routes. Relations
with TRACECA are close. Exchanges of information are frequent and collaborative
projects have been set up.
The Government of Azerbaijan has requested the World Bank to finance the
rehabilitation, reinforcement, and upgrading where appropriate, of the 274 km road
section Ujar-Georgian border of the TRACECA corridor in Azerbaijan. The WB has
already financed the rehabilitation of some priority sections of the road from Poti
through Tbilisi to the Red Bridge. Now negotiations between Georgia and the World
Bank on the rehabilitation of the remaining sections are in an advanced stage. These
plans form part of the co-financing package explained in the preceding section on the
EBRD.
The road section Yerevan-Vanadzor-Ayrum-Sadakhlo-Marneuli-Tbilisi ( 280 km ) has
become the main road transport axis for Armenia. The road sector Yerevan-
Vanadzor ( 130 km ) has been rehabilitated in the framework of the first World Bank
loan.
The terms of reference for this package of actions to be taken under the TRACECA
programme were prepared with considerable input from the WB Task Manager
involved.
The WB has not yet invested in the rail sector, but discussions are underway for a
credit of 20 MUSD to Armenian Railways.
The WB is not at present active in regional transport in Central Asia. Structural
adjustment and policy-related loans make up the major portion of its portfolio there.
This strategy is apparently due to the interpretation of their global policy objectives
such as for poverty alleviation, and structural reform. Why this strategy allows
investment in the regional transport subsector in the Caucasus, but not in Central
Asia, is a question the CT has not been able to find the answer to.

Other IFI
Other IFI such as the Islamic Development Bank, Kuwait Fund and OECF are
present in the transport sector, as has been mentioned above, but have been less
prominent than the EBRD, ADB, and WB in the financing of projects on the
TRACECA corridor. The CT has maintained relations with them, and on occasion
guided beneficiaries towards these potential sources of finance.
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4.3.6 Other Actions

The Team has used all opportunities to widen the influence of the TRACECA
programme, while at the same time developing harmonious relations with other
donors and other interested actors in our sector.
Assistance was provided to a mission to Georgia by Mr.Vantome of DGX, with the
firms WWP, and TransAtlantic Films. This mission discussed with Georgian
authorities the themes for “Silk Route” films which the EC has agreed to partially
finance, upon the request of the Georgian government. The films were also
discussed with beneficiaries in Central Asia. However the actual production of the
films appears to be delayed, and the producers have not been fully communicative of
their plans.
The team attended and made presentations at the following events. They were
organised principally by other entities, though sometimes with TRACECA co-
sponsorship.
•  “Problems of the Asia – Europe Transport Bridge Development”, Tashkent, May

1999; organised by the Cabinet of Ministers and co-sponsored by TRACECA
•  Black-Sea Port Association, Poti, March 1999 and Varna, June 1999.
•  PETRA Conference, Tbilisi, July 1999
•  IRF Silk Road Conference, Tashkent, September 1999; organised by the Cabinet

of Ministers and co-sponsored by the International Roads Federation
•  “Energy for Europe”, Bucharest, September 1999. Organisation of a TRACECA

stand in collaboration with the Ports of Poti and Constanza .
•  Caspian Infrastructure Exhibition, Baku, October 1999
•  UN SPECA Transport and Border Crossings Working Group meeting, Almaty,

October 1999, organised by the United Nations Special Programme for the
Economies of Central Asia (SPECA)

•  “Perspectives on the Development of the Roads Complex in the Republic of
Uzbekistan”, November 1999

•  International Seminar on the Development of Urban Transport, Tashkent,
December 1999

•  UIC Conference in Paris during December 1999, for the presentation to Heads of
Partner State railways of the UIC TRACECA rail telecommunications report.

•  Conference on perspectives for the Caucasus, Paris, December 1999. Organised
by the French Senate.

In general these events are not crucially decisive in the direction of regional transport
policy. They do however provide a platform to repeat the TRACECA message on
regional collaboration, to broadly inform on the TRACECA programme activities, and
to hear what others have to say.

4.4 Approach for the Development of Future Projects

Project suggestions are being prepared by the CT field co-ordinators for presentation
and discussion at the IGC Conference in March.
The themes for our suggestions find their origins in:
•  The objectives of the programme
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•  Previous TRACECA projects, in particular “Trade Facilitation” and the still
unresolved border-crossing problems exposed by that project

•  Final Declarations of past TRACECA Working Groups
•  Suggestions by Participant State authorities
•  Problems, bottlenecks and priorities as perceived by the CT field co-ordinators
•  The evolution in the management of the TRACECA programme, in which the IGC

with its secretariat becomes the leading institution, and the CT disappears
•  The conjuncture of the IFI investment cycles, which at present are concentrating

on investment project implementation using Bangkok facilities (EBRD), awaiting
outcomes of TRACECA feasibility studies yet to mobilise (WB), or talking to
TRACECA about regional trade facilitation, this being their perceived key issue
for any gear-change in investment pace (ADB).

Actually, discussions with local and international transport professionals concerned
with TRACECA  will quickly turn to delays and charges at the border crossings.
The CT places the highest immediate priority on alleviation of non-tariff barriers to
trade and transportation. This implies the real implementation of the TRACECA MLA
on the ground, at the border crossings themselves. Hence our project list comprises
several large projects which are intended to penetrate the institutions involved and to
assist them finding new working rules, without compromising their control or revenue
collection functions.
From the point of view of programme management, the CT feels that the cross-
border projects are the most appropriate for TRACECA at present. Reasons are
several and to us appear highly persuasive:
•  They often involve resolution of conflicts between institutional, national and

regional interests. The EU is the only supra-national role model for workable
solutions to these types of problems.

•  The IGC is highly visible by beneficiaries at present and their attention is focused
on the very issues dealt with by these projects.

•  They pose less internal programme management problems due to the demise of
the CT. The themes of these projects lend themselves very well to co-ordination
by the IGC.

The issue of training and information diffusion is likewise central to the promotion of
regional collaboration. In the past only the CT has maintained any semblance of
balance and continuity between the different actions taken by the TRACECA
projects. The actions of the training module of the Intermodal Services project point
out the need for a stronger control of training, Hence the CT considers the proposed
Training and Information Centre to be of like priority to the other programmes. The
transport legal training components of this project include strong institutional reform
elements, for example concerning Rail Law and the hierarchy of regulations that it
covers. These lead into investment.
As for investment, the first article of the charter of our biggest investor, the ADB,
states that the “The purpose of the bank shall be to foster economic growth and co-
operation”. The natural complementarity of the TRACECA programme with such
guidelines for channeling investment is clear. Ultimately loans for investment must be
repaid from income generated by the TRACECA states. None of these states are
anywhere near large enough to develop their economies in isolation. An oil and gas
boom may, or may not, one day come and solve all of the problems. Whatever, the
exchange of goods, services, technology and capital is the most certain foundation
for the future wealth of the region, and for closer collaboration with the EU.
Given these, the CT feels that the most effective immediate solution to both
institutional and investment problems is to concentrate the next TRACECA budget
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cycle on the cross border and training issues. In fact, as long as highly visible
programme co-ordination and project linkages with the IFI investment are
maintained, then the TRACECA projects could in the future focus on cross-border
and know-how transfer issues. This would avoid orphan feasibility studies and works
tender packages (eg. the Chardzou Bridge and the Mary-Tedjen Road
Rehabilitation).
At preparation of this report, specific themes under consideration were:
•  Institutional

•  Continuation of the IGC
•  Harmonisation of Border Crossing Procedures
•  Policy on Road Transport Transit Fees, and Rail Tariffs
•  Common Legal Basis for Transit Transportation
•  Common Standards for Road Vehicles
•  Information Diffusion and Training

•  Infrastructure
•  A Railways Telecommunications project similar to the Caucasus Fibre Optic

Cable, but in Central Asia
•  New rail links through Kyrgyzstan to China
•  Facilities at Poti Port for transhipment from European gauge rail wagons
•  Road and rail link upgradings or rehabilitations (many candidate sections, but

selection dependent for example on priorities agreed with both IFI and
beneficiaries)

5. Conclusion

5.1 The Programme in General

At the debut of TRACECA implementation in 1995, TRACECA was nearly alone
among international organsations in offering technical assistance to the transport
sector. At that time there was no other regional strategy for transport development,
no firm investment plans by IFI, and little knowledge by European or local
professionals of how the transport system worked “on the other side”. Partner states
expected a return of traffic volumes to those of the FSU days, and a massive
investment programme from external donors.
The first three years of the programme were spent in projects that prepared the
ground for later entry into the region by the IFI (basic two-way familiarisation and
know-how transfer, a platform for legal reform, cross border issues, a traffic flow
database, in-depth studies and feasibility studies for such issues as roads and rolling
stock maintenance. The summary ultimate achievements of these activities were that
they:
•  paved the way for the progressive entry of the IFI, bringing their investment, not

massive, but prudent, and growing in line with the borrowing organisations ability
to absorb and repay

•  led to the formalisation of the TRACECA objectives in the TRACECA MLA (or
Basic Agreement), at Head of State level

Since the Baku Summit, we have been consolidating our gains, with highly valued
TA, and IP. Most notably we have:
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•  solidly reinforced TRACECA links with the TEN across the Black Sea PETRA, by
infrastructure improvements, maintenance of vessels, and introduction of modern
management tools

•  set up the Caucasus Fibre Optical Cable IP, with its grand objectives of:
•  technical modernisation
•  regional collaboration
•  supporting institutional and management capacity building
•  catalysing IFI investment

There remain many outstanding problems.
The milestone of the Baku Agreement must be followed up by progress in
implementation. This subject is dealt with elsewhere in our report, and our menu of
future project themes  cover it amply.
The Caspian Sea remains a weak link in the TRACECA corridor. There is in fact a
surplus of vessels for transport across the Black Sea, but a lack of competition. Our
Intermodal Services project has tried to open up the market somewhat. The Traffic
Forecasting project contains a module to examine the general institutional issues and
barriers, if any, to the introduction of more competition in shipping services on the
Caspian Sea. Another module of the Traffic Forecasting project will examine the
condition of the oil handling berths at the Caspian Sea TRACECA ports.
Significant investment for the ports subsector has been forthcoming or is guaranteed
by signed loan agreements.
Our rail restructuring studies and those of other donors who have accompanied us,
show that the railway sector faces enormous financial problems. These require TA
beyond the resources of the TRACECA programme to put up alone. Possibly the
solutions are beyond the resources of all external donors combined. The “final”
solutions must come from the railways and the governments themselves, and this
requires changes to institutional attitudes.
Right across the TRACECA corridor the road links are the subject of firm IFI plans for
rehabilitation. From Poti/Batumi to Baku, and from Bokhara to Xorghos, rehabilitation
plans are in place, or sections are listed for consideration under a subsequent
investment cycle. The weak link is Turkmenistan, where the EBRD backed away
from advanced loan negotiations, and the investment climate remains morose.

5.2 Lessons learnt.

Over the five years of the TRACECA programme certain do’s and don’ts have
become apparent. We note some experiences in this section.
Introduction of computerised methods is much to be encouraged. The general level
of computer skills available in the TRACECA region is expanding rapidly. However
the starting points for the design of any system to be introduced should prioritise:
•  the institutional structure of the beneficiary organisation
•  the available computer skills
•  development of the software, or at least its specification, in collaboration with the

beneficiary organisation’s experts
•  suspicion of imported software packages
•  the data collection requirements and in particular who will do this after project

completion
•  software maintenance requirements
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Training within the TRACECA programme is an activity that can promote several
objectives at once. It should be include professional development to improve
management, marketing, economic analysis, accounting, as well as international
transport procedural and legal knowledge. These are core subjects for restructuring
and stimulating investment. If this training is systematically delivered within a
TRACECA centre for know-how transfer, bringing together professional similar-
interest groups from several states, then we will have:
•  A controlled curriculum, related to goals of regional harmonisation and

restructuring needs as seen by TRACECA and the IF
•  A forum for the regions transport middle-level managers to make professional

working contacts with their counter-parts from other states
Investment must be repaid. No investment made so far by or with the assistance of
the TRACECA programme has compromised the financial viability of the recipient
organisation. However, the potential for embarrassment is always there. The EBRD
loan to the Port of Aktau, for modernisation of the dry cargo facilities, stands as a
warning to us for the future. By financial, safety and environmental criteria, the
desperate need of Aktau is modernisation of the petroleum facilities.
It was heard in the past, and even today concerning Poti, that facilities should be
privatised, and that private investors will bring the capital for modernisation. In reality
the privatisation offers received by the ports are highly aggressive and speculative
proposals for monopolistic operating concessions. Investment engagements from
private sources are vague. The immediate requirement of the ports is for institutional
capacity building, and prudent investment for modernisation. Only then could they
realise anything like their true asset values for their present state owners, provide the
technical services necessary into the future, while guaranteeing adequate safety and
environmental standards.
Delay in implementation of TRACECA projects is highly prejudicial to the impact and
credibility of the TRACECA programme. It leads to doubt on the part of the
beneficiaries on whether the project will really take place, or whether the discussions
that defined it were just kite-flying. Likewise, investment projects developed with
TRACECA as a co-financer could be delayed by the TA projects which TRACECA is
supposed to furnish. From the time of signature of the SOE until project mobilisation
there should be no more than the minimum time required to tender and award the
contract. In the same way that our projects propose performance targets for our
beneficiaries to process a TIR document pack at a border crossing, a TRACECA
project should have a limited administrative gestation period (say four months).

5.3 The Co-ordination Function

The demise of the Co-ordination role leaves gaps in the management structure of the
TRACECA programme:
•  IGCInterfaces with IFI. Investment in the TRACECA corridor, even just sufficient

to maintain existing infrastructure, can only be provided by the IFI.
Communication with the IFI has been maintained mostly by the CT. The loss of
these communication links is one of the most regrettable aspects of the demise of
the co-ordination role. They have allowed very regular, full and informed
discussions, in the field, on the problems faced in maintaining and developing the
transport systems of the TRACECA states. Collaborative projects have been
developed,  requiring months of preparation. These understandings cannot be
substituted by occasional encounters at conferences and visits to the banks and
EC HQ.
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•  Interfaces between TRACECA projects and the counter-parts. The present
process for the development of a project allows constant communication between
the beneficiaries and the project development process, from the  concept phase
through to the Final Report, and even beyond. Prime responsibility for this
contact lies with the CT up until the Inception Report phase, when the contracted
consultant takes over. Actually the CT took prime responsibility again after the
project ended, in realising any ongoing utility that the project output may have
left. As examples of projects which would be extremely difficult to carry through
without the co-ordination role, one may cite the Caucasus Fibre Optic Cable and
Aktau Ferry Terminal.

If these gaps are acknowledged, then some remedies can be found. The tendency
will be to pass everything on to the IGC. The TOR for this project are already fully
loaded! Several other palliatives are:
•  Orient the TRACECA programme to only carry out projects that have themes

very closely linked to the TRACECA MLA and its institutional cross-border issues.
•  Avoid IP and infrastructure feasibility studies, unless the prolonged technical

support for project development can be mobilised. Some highly meritous IP which
might be brought forward can be carried out within national TACIS programmes.

•  Adopt and amplify the role of the proposed TRACECA Information and Training
Centre project, to extend it into technical development of projects, and interfacing
with IFI.

•  Maintain local representative staff in each TRACECA state. The role of the
national secretaries for trade and transport issues, as foreseen in the IGC project
is too administrative and focused on the MLA, relative to the interventions
required to develop technical projects.
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PROJECT PROGRESS REPORT

Project title: TRACECA Project -TRACECA Co-ordination

                    Team

Project number: 99-0003.003 Country: Armenia, Azerbaijan, Georgia, Kazakhstan, Uzbekistan, Turkmenistan,
Kyrghystan, Tadjikistan, Mongolia, Ukraine, Moldova

Form 2.2, Page: 1

Planning period: 02/1999 – 01/2000 Prepared on: 30/01/2000 EC Consultant:TRACTEBEL Development, Brussels, Belgium

Project objectives: To provide professional and operational support to the TRACECA Programme

No  ACTIVITIES IMPLEMENTED TIME FRAME 1999-2000 INPUTS

(for the project period February 1999 to January 2000)

QUARTER

PERSONNEL

EC Consultant

PERSONNEL

Counterpart

EQUIPMENT

AND

MATERIAL

OTHER

1 2 3 4 Planned Utilised Planned Utilised Planned Utilised Planned Utilised

Re-establishment of permanent TRACECA Co-
ordinationg Offices in Caucasus and Central
Asia; maintenance of the existing office in
Brussels

XXXX Small
accessori
es

Small
accessori
es

Re-appointment and management of local co-
ordinators in all TRACECA founder state
capitals

 XXXX

Meetings with Contractors, Partner
Organisations, Co-ordinating Units, Delegations
; libraries in Brussels, Tashkent and Tbilisi ;
facilitation of exchange of information between
the Contractors ; review of reports issued by
Contractors.

 XXXX XXXXX XXXX XXXX

Preparation of new project fiches and TOR XXXX XXXXX XXXX XXXX

Preparation of conferences      XX

Preparation of maps, folders, brochures etc XX XX XX      XX Conferen
ce budget

Conferen
ce budget

Launching of projects,   XX  XXXX         X

TOTAL See next
table

See next
table

See next
table

See next
table
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RESOURCE UTILISATION REPORT

Project title : TRACECA Project -TRACECA Co-ordination Team Project number : 99.0003.003 Country : Armenia, Azerbaijan, Georgia, Kazakhstan,
Uzbekistan, Turkmenistan, Kyrghystan, Tadjikistan, Mongolia,
Uk i M ld

Form 2.3, Page : 1

Planning period : 02/1999 – 01/2000 Prepared on : 30/01/2000 EC Consultant : TRACTEBEL Development, Brussels, Belgium

Project objectives : To provide professional and operational support to the TRACECA Programme

RESOURCES/INPUTS TOTAL PLANNED PERIOD PLANNED PERIOD REALISED TOTAL REALISED AVAILABLE FOR REMAINDER

PERSONNEL

Cat I in EU     20.1 man months      12.1 man months     14.3 man months     24.5 man months     -4.4 man-months

Cat I in NIS     20.0 man-months      10.0 man-months     10.9 man-months     20 man-months     0.0 man months

Cat II in EU       0.0 man-months        0.0 man-months       0.0 man-months       0.0 man-months     0.0 man-months

Local expert     85.0 man months      42.5 man months     44.4 man months     85 man months     0.0 man months

Interpreters     21.0 man-months      10.5 man-months     11.0 man-months     21.2 man-months    -0.2 man-months

Sub-total   146.1 man-months      75.1 man months     79.1 man months    150.7 man-months    -4.6 man months

EQUIPMENT AND MATERIAL

Set small accessories for office management        1         1        1        1        1

OTHER  INPUTS

TOTAL
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OUTPUT PERFORMANCE REPORT

Project title : TRACECA Project -TRACECA Co-ordination Team Project number: 99-0003.003 Country : Armenia, Azerbaijan, Georgia, Kazakhstan,
Uzbekistan, Turkmenistan, Kyrghystan, Tadjikistan,
Mongolia, Ukraine, Moldova

Form 2.4, Page : 1

Prepared on: 30/01/2000 EC Consultant: TRACTEBEL Development Engineering, Brussels, Belgium

Output results Deviation original plan

+ or - %

Reason for deviation Comment on constrains & assumptions

Local Offices re-established in Caucasus and Central
Asia

Working Group Conference organised - 73.3 % No WGC was organised; however, 26.7 % of
the foreseen 75,000 euro were needed for
printing documents, brochures, maps for
various other conferences

Saved 73.3 % was used for allowing an
additional 90 man.days Cat.1 in EU, or 4.1
man.months (contract addendum 99-
0003.002)

Local Experts re-appointed in each TRACECA country

Senior EU experts + 10 % Considerable efforts were made in Brussels
office on dissemination of information on
TRACECA (update and upgrade of website,
technical library, brochure, maps)

The preparation of the Caucasus Fibre Optic
Cable contract required considerable support
to launch + tender evaluation.

The mobilisation of the Integovernmental
Commssion Project at the end of the Co-
ordination Team project meant that final days
of the CT project were heavily loaded.

See above: contract addendums allowed
some redeployment of resources for this
deviation.

Meetings with Contractors, Partner Organisations, Co-
ordinating Units, Delegations ; libraries in Brussels,
Tashkent and Tbilisi ; facilitation of exchange of
information between the Contractors ; review of reports
issued by Contractors.

TOR

Launching of new projects
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TRACECA - The Concept

I. Introduction

The TRACECA Programme was launched at a conference in Brussels in May 1993 which
brought together trade and transport ministers from the original eight TRACECA countries
(five Central Asian republics and three Caucasian republics), where it was agreed to
implement a programme of European Union (EU) funded technical assistance (TA) to
develop a transport corridor on a west - east axis from Europe, across the Black Sea, through
the Caucasus and the Caspian Sea to Central Asia.

The EU offers this programme as an additional route that would complement other routes.
The project corresponds to the global EU strategy towards these countries and retains the
following objectives:

•  To support the political and economic independence of the republics by enhancing their
capacity to access European and World markets through alternative transport routes

•  To encourage further regional co-operation among the partner states

•  To increasingly use TRACECA as a catalyst to attract the support of International
Financial Institutions (IFIs) and private investors

•  To link the TRACECA route with the Trans - European Networks (TENs)

To date the TRACECA programme has financed 28 Technical Assistance projects
(40 MEURO) and 12 investment projects for the rehabilitation of infrastructure
(49 MEURO).

The leaders of the partner states consider that the TRACECA route is of strategic
importance, by assuring them of an alternative transport link to Europe. TRACECA
stimulates competition between and with their previously exclusive route to the north, and
newer alternative routes to the south. Furthermore, it is seen as complementary to their
renewed commercial exchanges with the Far East, evoking the possibility of the ancient Silk
Route becoming once again a major trade corridor.

The TRACECA programme has resulted in closer co-operation and dialogue among
government authorities, which has led to agreements to keep transit fees at competitive
levels, and efforts to simplify border crossing formalities. There have also been agreements
to ship large volumes of cargo along the TRACECA corridor, recognising that this route is
the shortest and potentially the fastest and cheapest route from Central Asia to deep-water
ports linked with world markets.

The technical assistance provided through TRACECA has helped to attract large investments
from the IFIs, that include the European Bank for Reconstruction and Development (EBRD)
who have made a number of commitments for capital projects on ports, railways and roads
along the TRACECA route totalling over USD 250 million, the World Bank (WB) who have
made commitments for new capital projects on roads in Armenia and Georgia totalling over
USD 40 million, and the Asian Development Bank (ADB) who have committed substantial
funds to road and railway improvements. In addition, EU private investors are engaging in
joint ventures with Caucasian and Central Asian transport companies. The EU is supporting
the programme with other EC projects to further enhance regional co-operation and
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economic sustainability in the region such as the Southern Ring Air Routes project and the
Oil and Gas Pipeline project (INOGATE).

The dynamic of TRACECA today is stronger than ever, as a corridor and as a broad
movement for transport integration. The TRACECA acronym has been adopted by partner
states and the press as a synonym for the movement to integrate their national transport
systems with the rest of the world. The east-west corridor from Central Asia through the
Caucasus into the Black Sea, and their linking with the TENs and other world-wide
destinations, is a physically functioning reality, carrying substantial cargo. The integration
and harmonisation of the regions transport regulatory environment with European and
international norms is an on-going process. TRACECA is the principal vector of the
European, and indeed of other international agencies, for the introduction of practices to
reduce non-physical barriers to the movement of goods. UN-ECE and UN-ESCAP are
looking to the TRACECA projects to carry their message and introduce their working
practices.

The influence of TRACECA in the region is tangible, by way of frequent organised regional
conferences and seminars, close interaction with the IFI programmes, the activities of
TRACECA consultancy and direct investment projects, and growing use of the corridor by
commercial shippers, particularly in the Caucasus.

II. Programme Milestones

Brussels Conference, May 1993.  This conference identified a number of problems and
deficiencies in the region's trade and transport systems that were translated into project
proposals for the TRACECA programme. An initial EURO 15 million was allocated to
implement projects that were aimed to improve and develop trade and transport within the
region. These projects were essential for the diversification of the traditional Moscow-
centred trade and transport flows and to open up trade routes to the West.

TRACECA Working Groups, 1995-1999.  The programme plan was developed through
four sectoral working groups (Trade Facilitation, Road, Rail and Maritime Transport) with
representatives from all the participating states taking an active part. These working groups
were responsible for project identification and for the endorsement of projects proposed for
EC financing.

During these meetings the participating states arrived at a common agreement on one
specific route (see map enclosed) on which TRACECA should focus its actions. For all
sections of the route each delegation made recommendations in areas which required action
in Trade Facilitation, Maintenance and Operations, Rehabilitation and Modernisation. It was
also agreed that any project outside this route should only be financed through the National
EC programmes or by other donors. It may be noted however that much of the focus of
TRACECA TA is on institutional or management issues. The beneficial effects of such
actions are not limited to any single route.

The concept of TRACECA as a multimodal transport route was further developed and all
ongoing projects were fully evaluated. The participating states agreed that Ukraine, Moldova
and Mongolia would become full beneficiaries of the TRACECA programme. They also
reiterated the necessity of linking TRACECA route to the Crete Corridors that link the Black
Sea region with the TENs.

TRACECA - BSEC Conference.  In Tbilisi in April 1997 a joint TRACECA - BSEC
Conference was organised by the EU in order to examine the possibilities of linking the
TRACECA route with the Black Sea region and the TENs. This Ministerial Transport
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Conference brought around the table all BSEC (Black Sea Economic Co-operation) countries
and Newly Independent States involved in the TRACECA programme.

The Ministers of the 16 participating countries expressed the wish to integrate TRACECA
and the Black Sea countries within the Trans European Networks. It was agreed that
TRACECA and BSEC would co-operate closely to develop this idea by concrete actions and
projects. Several countries (Bulgaria, Romania and Ukraine) used the occasion to declare
their intention to join the Sarakhs Agreement concluded between Georgia, Azerbaijan,
Turkmenistan and Uzbekistan, which aims at establishing a common policy on transport.

The Conference resulted in the establishment of a Ministerial Committee for the
development of concrete projects and also served as a platform of 16 countries for the Pan
European Transport Conference in Helsinki in June 1997. As a result the Helsinki
Conference identified the Black Sea Region as a Pan European Transport Area (PETRA)
which will further develop the TENs to the East.

In order to give substance to the idea of the Black Sea Region as a Pan European Transport
Area, the EU agreed to finance the rehabilitation of the Ro-Ro ferry terminal in the port of
Ilyichevsk (Ukraine) and the construction of such a terminal in the port of Poti (Georgia).
These projects (15 MEURO) were implemented in 1998 and will be finalised at the
beginning of 2000.

“TRACECA – Restoration of the Historic Silk Route” Conference.  In September
1997 there was a welcome initiative by Presidents Aliyev of Azerbaijan and Shevardnadze of
Georgia who jointly proposed to host a Presidential Conference in the Caucasus in 1998, that
could lead to the adoption of the Multilateral Agreement on Transport initiated within the
TRACECA programme. This Agreement would open the existing four-country Sarakhs
Agreement to other members and further develop its dispositions. With the support of the
TRACECA programme, this initiative has resulted in the international Conference
“TRACECA – Restoration of the Historic Silk Route” that was held on 8 September 1998 in
Baku (Azerbaijan).

This conference was attended by the Presidents of Azerbaijan, Bulgaria, Georgia,
Kyrgyz Republic, Moldova, Romania, Turkey, Uzbekistan and Ukraine, representatives of
the Commission of the European Union as well as heads of governments and transport
ministries and experts from 32 countries. Representatives of 12 international organisations
also participated.

The important achievement of the conference was the signing of the “Basic Multilateral
Agreement on International Transport for the Development of the Transport Corridor
Europe-Caucasus-Asia” and its Technical Annexes on international rail and road transport,
international commercial maritime navigation, customs procedures and documentation
handling.

The objectives of the Basic Agreement and its Technical Annexes are as follows:

•  assisting in the development of economic relations, trade and transport communication
in Europe, Black Sea region, Caucasus, Caspian Sea region and Asia

•  ensuring access to the world market of road, rail transport and commercial navigation

•  ensuring traffic security, cargo safety and environment protection

•  harmonisation of transport policy and legal structure in the field of transport

•  creation of equal conditions of competition for transport operations
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III. Current Status of Projects and Future Prospects

On recommendation of the Sectoral Working Groups, further technical assistance and
investment projects were conceived, which have obtained 7 MEURO of budgetary support
from the EC. They cover road infrastructure in the Caucasus and Central Asia (in co-
operation with the World Bank and the European Bank for Reconstruction and
Development), on-going support to the IGC, and re-opening of the rail ferry terminal at the
Port of Aktau (Republic of Kazakhstan).

The need to cope with the rapidly increasing volumes of container and tank wagons hauled
between the Black Sea and the Caspian Sea has received particular attention by the EU. This
followed requests from the Presidents of Georgia, Azerbaijan and Armenia, as the existing
telecommunications and signalling infrastructure is much degraded, and inadequate to
effectively handle such traffic. As a result the EU has agreed to provide support of
15 MEURO to the Caucasus Optical Cable project, the direct objectives of which are to
ensure operational safety, to fully utilise rail line capacity, and to allow provision of
commercially attractive transit times and information systems.

The project is a west-east link between the Georgian port of Poti, on the Black Sea, and the
Azeri port of Baku, on the Caspian Sea, with a branch to the south from Tbilisi (Georgia)
towards Yerevan (Republic of Armenia). Eventually, the optical cable will not only be used
for railway operations, but for general telecommunication purposes as well. Agreements
have been encouraged on such broader use of the cable, and on restructuring of the related
sectors. The three Caucasian States are adapting their legislation accordingly.

The EBRD considers the project as co-financing by the European Union, in the context of its
technical assistance to the development of the transport and telecommunications sectors.
Thus, the awarding of two EBRD loans of USD 20 million each to the Georgian and Azeri
Railways respectively for rehabilitation of their railway infrastructure was facilitated.

Also, the project is a concrete implementation of bilateral agreements between Georgia and
Azerbaijan, and between Georgia and Armenia, in the broader context of the Multi-Lateral
Agreement on International Transport between the TRACECA countries, and it will thus
foster regional co-operation.

The Permanent Secretariat in Baku, established with the continuing active support of the
European Union’s TRACECA Programme, will pursue the goals embodied in the
TRACECA Multilateral Agreement. Today, the majority of the national Parliaments of the
Signatory States have ratified the Multilateral Agreement on Transport. During the first
meeting of the Inter-Governmental Commission (IGC) in March 2000 in Tbilisi, the
regulations for the Permanent Secretariat and the IGC were adopted, the secretary-general
was elected and the priorities for future actions were defined. As a result, this ministerial
committee has replaced the former Sectoral Working Groups. In order to endorse the
concrete projects, a further technical meeting will take place in the second half of 2000.

The EU finances other projects and programmes in such domains as air traffic control, oil
and gas pipelines, which are complementary to the TRACECA programme. These prove the
genuine wish and will of the EU to promote better transport and communication links
between Europe and the TRACECA region.
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TRACECA – The Website
A visit to http://www.traceca.org

The TRACECA website has been on-line since 1997. As this site is increasingly used for the
dissemination of information on the TRACECA programme to a wide audience, it has been
gradually restructured and improved, rendering it more appealing, accessible, transparent
and informative to any interested party. We invite you for a visit to the site, which main
sections are briefly presented below.

This section of the site introduces the TRACECA concept. It is a reflection of the
Programme’s history, its milestones and the co-operation with the financing institutions. In
addition, it glances at the Programme’s current status and its future prospects.

The technical overview gives a summary of the key elements of TRACECA by linking the
main issues to the work that has been done and continues to be done within the TRACECA
Programme of Technical Assistance and Investment Projects. It reflects on the needs of the
eleven participating TRACECA countries and focuses on how these problems are identified
and addressed within the TRACECA Programme.

Since the start of the TRACECA Programme in 1993, as many as 28 Technical Assistance
Studies and 11 Investment Projects have been implemented to improve and to develop trade
and transport within the region of the Caucasus and Central Asia. Those projects are
represented in a list, whose numbers form an easy thread throughout the different sections of
the site. There are two ways to access the project files. By simply clicking on the
"PROJECTS" icon for an exhaustive list of all the projects, or, for a detailed list per country,
by clicking the icon "COUNTRIES" and selecting the desired country.

This section gives an overview of the eleven Participating States of the TRACECA
Programme: the Republic of Armenia, the Azerbaijan Republic, Georgia, the Republic of
Kazakhstan, the Kyrghyz Republic, Moldova, Mongolia, the Republic of Tajikistan,
Turkmenistan, the Republic of Uzbekistan and Ukraine. The possibility also exists to access
the list of technical assistance studies and investment projects carried out in the respective
countries. In addition, this section has recently been extended by a collection of articles from
the Magazine of the Marco Polo Institute.

For the realisation of the numerous TRACECA projects various companies have been
contracted by Tacis. Their co-ordinates can be found in this file.

What is TRACECA?

Technical OverviewTechnical Overview

Projects

Countries

Contractors
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The technical library is an inventory of selected reports that were produced in the framework
of the different Technical Assistance and Investment Projects. The reports on the site are
available by project, sector or country. For the sake of consistency, these TRACECA reports
were scanned and presented under Acrobat Reader Format. In order to view or download
them from the TRACECA website, it is sufficient to select the project.

This conference is undoubtedly to be considered a major event for the TRACECA states and
other parties concerned. In this section you will find not only pictures and names of
participants, but also speeches delivered by heads of delegations and all documents signed at
the conference, especially the ‘Basic Multilateral Agreement on International Transport
for the Development of the Transport Corridor Europe - Caucasus – Asia’.

In this part the TRACECA Co-ordination Team informs you on the latest developments in
the region.

In order to give a better impression of the importance of the TRACECA events and
realisations in the region, photos were added. This collection will render the project more
concrete to the web visitors.

FIATA is the International Federation of Freight Forwarder Associations. Several
TRACECA countries are member of FIATA and have National Freight Forwarders
Associations, which group most of the individual freight forwarding companies in their
country. This section lists all the names and co-ordinates of the National Freight Forwarders
Association in these countries (the Azerbaijan Republic, Georgia, the Republic of
Kazakhstan, Mongolia, Ukraine and Republic of Uzbekistan).

Next to the official TRACECA map (Acrobat Reader format available in 4 sizes from A4 to
A0), this section of the site also contains detailed maps of each of the TRACECA Countries
and the regions of the Black Sea, the Caucasus and Central Asia. The maps show the
TRACECA route, main roads and railroads, capitals, main cities, borders etc. The design of
the maps is based on vectorial files from Magellan Geographic. With Adobe Acrobat Reader
or the Plug-in of Adobe Acrobat Reader adapted to your browser, you can zoom in/out to
display the maps at your convenience. The Adobe Acrobat Reader (distributed free of
charge) can be downloaded from our site at the Technical Library section.

‘Our links’ comprises useful links with websites from organisations that are related to
TRACECA. Various subsections make reference to the sites of the European Union,
International Organisations and Financing Institutions, Press, Transport Agencies and
TRACECA Beneficiary Countries. Furthermore, there is a special subsection dedicated to
Software and Technical Links.

The co-ordinates of the of the TRACECA Co-ordination Team offices are listed in the
section ‘Contact us’. Comments are welcome at info@traceca.org.

The TRACECA website (http://www.traceca.org) is best viewed with Microsoft Internet
Explorer 4.0 and higher.

Technical Library

The Baku Conference

Last News

Photo Collection

Freight Forwarders

Maps

Our Links

Contact Us

mailto:info@traceca.org
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TRACECA – Technical Overview
Overview of the key issues addressed by TRACECA projects

There are many transport bottlenecks that typically cause delay in the movement of goods
throughout the world. In the framework of the TRACECA programme the Governments of
the eleven beneficiary countries with the assistance of the European Union have tried to
identify the main problems and bottlenecks on the TRACECA route and to address them
through appropriate technical assistance (TA) and investment projects (IP) within planned
time frames and in a co-ordinated manner so that the specific requirements of each country
could be integrated with the overall benefits of an integrated intermodal TRACECA freight
corridor.

The following summary is intended to link the main issues identified and addressed to the
work that has been done and continues within the TRACECA programme of technical
assistance (TA) and investment projects. These reflect the identified and agreed needs of the
eleven TRACECA participating countries that are set.

Management.  The need for substantial changes in the management of the transport system
to better correspond with the new political and economic realities in the eleven TRACECA
participating countries is considered to be one of the main challenges in the process of
transition toward market economy. A major concern is to re-orient the transport services
offered to satisfy the needs of international customers. This issue has been addressed by most
technical assistance projects.
TRACECA TA projects have included components for restructuring of the existing
management systems at several levels (e.g. at the policy level: relations between transport
operators and government, and at the operational level: introduction of computerised
management tools). Within most projects and studies training in modern Western
management methods is included.

Legal and Regulatory.  The transport legal system of the Former Soviet Union was
recognised as ill-adapted to a free market economy and to international transport operations.
There is a need to introduce up to date transport legislation, and to establish a better
understanding of international legislation in the domain.
The Transport Legal and Regulatory Framework project has generated a wider understanding
of the issues and drafted a number of model codes and agreements that are now being
debated within Governments at the highest level. Further TRACECA projects develop the
regulatory sub-framework and to assist in its application.
All projects underline the need for a policy of co-operation between participating states as
this will foster the development of trade. TRACECA has assisted in drafting new multilateral
agreements on road, rail and sea, which were developed through working groups with
participants from country, along with a Basic Agreement on International Traffic.
The TRACECA Trade Facilitation Project has recommended that border crossing delays can
be reduced by harmonisation of documentation to international UN format and by accepting
the TIR, CMR, COTIF and other conventions sponsored by the UN Economic Commission
for Europe (UN-ECE), and the UN Economic and Social Commission for Asia and the
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Pacific (UN-ESCAP). There remains considerable scope for rationalisation and
simplification of the documentation requirements. The role of the border post should change
from being a processing station to being a simple checkpoint. This would help to provide
rapid transit for vehicles moving correctly under TIR. This initiative may take time to
implement, but moves have been made to start this process in a number of locations. The
necessary new legislation required to implement the changes is prepared with assistance
from TRACECA.
Computerised customs clearance has been evaluated for all TRACECA countries and
common agreement between a number of them has led to the introduction or piloting of the
UN ASYCUDA model in an open competition for the most cost effective system.
The TRACECA countries are realising the need for membership of International Transport
Associations and Unions. TRACECA projects have been instrumental in helping the
National Freight Forwarding Associations of Georgia, Azerbaijan and Kazakhstan become
full members of FIATA so that they can represent their countries in international
conventions. Other TRACECA participating states are taking action to form similar National
Associations.
The Trade Facilitation Project has also helped many individual companies in TRACECA
countries to become Associate members of FIATA in their own right and to benefit from the
wider exposure to world markets that this brings.
A current project promoted by the International Road Union and UN-ECE, provides training
for the adoption and application of EU standards of operator licensing and the TIR road
freight transit system.
The Basic Agreement and its technical annexes, signed at the international Conference
‘TRACECA-Restoration of the Historic Silk Route” in September 1998, support the
development of economic relations, trade and transport communication in Europe, Black Sea
region, Caucasus, Caspian Sea region and Asia; they ensure access to the world market of
road, rail transport commercial navigation and traffic security, cargo safety and environment
protection. The Agreement provides harmonisation of transport policy and legal structure in
the field of transport and creates equal conditions of competition for transport operations.
The establishment in the near future of a permanent Inter-Governmental Commission (IGC)
at Baku, with the continuing active support of the European Union’s TRACECA Project will
implement these objectives.

Institutional.  Several projects have addressed the need to introduce changes in the
institutional environment in which the transport systems operate. In particular two projects
have been launched to assist in the restructuring of the railways in all TRACECA countries.
These recommended new organisational structures and business plans to enable the railway
enterprises to run, maintain, and modernise their essential asset bases. They continue to
influence the on-going transformations taking place.
In general, practically all projects related to modernisation of equipment or infrastructure
also address the need for institutional reform. For example, assistance is provided to procure
new equipment or infrastructure services by competitive tendering. This implies separation
of pre-existing FSU monolithic institutions into client and supplier entities. It represents a
considerable evolutionary step for the transport sector, within the framework of reorientation
of national economies towards free market principles.
Whereas much progress has been made already and these principles are generally accepted,
considerable work remains to be done in detailed implementation.

Infrastructure, roads.  The roads network in the TRACECA region is extensive, but the
funds available for maintenance and upgrading are severely limited. Under these
circumstances there is a need for close attention to maintenance management to best employ
the limited funds available. In addition, the introduction of pavement management systems is
a requirement for investment in road infrastructure by International Financing Institutions
(IFI). Two individual TRACECA projects have been devised to address these issues.
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Feasibility studies have been carried out for rehabilitation projects in Armenia, Azerbaijan,
Georgia, and Turkmenistan, all for projects that have investment follow-up from IFI. Current
projects include studies in the remaining countries.
TRACECA has provided financing to resolve the problem of the weak link in the
TRACECA route at Georgia/Azerbaijan border. The construction of the new TRACECA
Bridge and the rehabilitation of the old Red Bridge funded within TRACECA were
completed in October 1998.

Infrastructure, rail.  Lack of financing for maintenance of track and signalling has led to
deterioration of the system and slow running speeds. Several technical assistance projects
address this issue and the means by which problems can be overcome.
An EURO 5 million project for the rehabilitation of the Caucasian railways remedied the
wear of the railways caused by the transport of 800,000 tonnes of food supplies under the
Food Aid programme from December 1994 to May 1995. The project supplied and laid large
quantities of sleepers, made capital repairs to rolling stock and rehabilitated a rail bridge.
Delays caused by single track working at the Tauz and Poyle bridges have been resolved by
investment financing provided in the framework of TRACECA.
Local manufacture of concrete rail sleepers and wagon and locomotive repair, along with
tank wagon cleaning and repair form a part of the constraints identified in several projects.
Negotiations with IFI based on TRACECA TA projects for the rail sector in the TRACECA
region are reaching successful conclusions. Funding is foreseen for, among other things,
track renewal and maintenance equipment.
An optical cable system for communication and signalling is being supplied to the Railways
of Armenia, Azerbaijan and Georgia with investment funding.

Infrastructure, maritime.  Several TA and investment projects focusing on the ports of
Baku, Turkmenbashi, Aktau, Poti, Batumi, Ilyichevsk are aiming at securing and then
improving the link across the Caspian Sea and the link between TRACECA and the Black
Sea countries that provide a transit route to Europe and beyond through the Trans-European
Network (TEN) corridors.
The improvement and diversification of the maritime links is planned to overcome the
present bottlenecks and allow the establishment of an intermodal chain between Europe, the
Caucasus, Central Asia and China. In that context, a TA project aimed at the implementation
of this intermodal chain has been launched in June 98.

Equipment, road vehicles.  The maintenance and management of road vehicles has been
the subject of several TRACECA projects that looked to the availability and development of
service centres which will also assist in developing entrepreneurial skills. Assistance was
provided to create a regulatory environment for freight vehicle operators, corresponding with
EU directives.
Manuals for owners and managers covering practical, financial, and regulatory issues were
prepared and circulated.

Equipment, rail rolling stock.  Rolling stock fleets are large, but the types available are
not always well adapted to present demand, and maintenance, as always, is a problem.
Tracking and control of wagons as they circulated throughout the very extensive system is
also an issue.
Just as for infrastructure, based on TRACECA TA projects negotiations with IFI are
proceeding for the renewal or refurbishment of locomotives and rolling stock. In 1999 rail
tank wagon cleaning boilers were supplied to the Balajari wagon works, near Baku, in order
to increase the availability of tank wagons. Negotiations are progressing for the supply of
new locomotives to Uzbekistan.
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Equipment, intermodal.  The Former Soviet Union (FSU) did not generalise usage on its
internal transport systems of containers based on International Standards Organisation (ISO).
Intermodal transport systems in the TRACECA region were ill-equipped to handle 40-ft ISO
containers or any of the other intermodal methods in common use throughout the EU such as
Swap Bodies. As a result of TRACECA TA projects the related problems have been
analysed in detail and investment financing through TRACECA has been provided to
alleviate bottlenecks in the ports of Poti, Ilyichevsk, Baku and Turkmenbashi as well as
inland terminals in Bukhara, Almaty, Bishkek and Yerevan. TA projects address in parallel
the equally important management and organisational issues.

From the point of view of a potential international customer the problems and
bottlenecks related to the TRACECA route are seen from a different viewpoint. The
TRACECA programme is also addressing the main concerns faced by freight forwarders and
international transport agencies. Marketing and operational assistance programmes are being
conducted, so that international transport operators are made aware of the attractions of the
TRACECA corridor. Within the transport corridor itself, projects have been designed to
encourage competition within and between modes.

High Transport Costs.  Although, due to the long distances, transport rates are high for
traffic to and from the region. The TRACECA route from Central Asia to deep sea shipping
in the Black Sea is considerably shorter and has the potential to be faster and cheaper than
alternative routes, once the full effect of the TRACECA programme has been felt.
In rail transport the concern over competitive attitudes to rail business development, cost
structures and tariffs is the subject of several TA projects past and current.
The rail tariffs are based on somewhat archaic formulae and are not integrated so as to be
able to offer long distance rates that transit many borders. TRACECA projects have
recommended a more harmonised approach to the problem of price and recognised that the
ability to capture new traffic will only come from a willingness to share what profit can be
made equitably between the individual rail companies.
This debate will require more support from TRACECA in order for the individual companies
to resolve their differences. The permanent secretariat of the IGC will provide a forum for
such discussions.

Poor Quality Image of Rail Services.  Statistics indicate that TRACECA rail operators
offer a reliable and consistent level of service. However, in the perception of customers it is
difficult to obtain firm information on services offered, tariffs, times of delivery, and the
progress of goods in transit. Consequently shippers of the high value import loads that
constitute the richest and only transport sector growth market are tending to use road
transport, even though it is more expensive.
Solutions that were discussed within the TRACECA Railways Tariffs and Timetable Project
include the need to integrate the rail organisations and to consider the establishment of a
"common operator" (such as the EU operator Interfrigo / Intercontainer) that could provide
multimodal access to the rail system, particularly for transit traffic. A regional Protocol for
an Agreement to this end has been signed.
An Intermodal Services and Training TA project, launched in June 1998, is attempting to
develop a unified regular container service between Europe, the Caucasus and Central Asia.

Caspian Sea Ferries.  These services are seen to be relatively expensive and unreliable
with a sailing schedule dependent on the demand in Baku, rather than as a scheduled service
on which customers can rely. This problem is being addressed by management training and
small-scale marketing exercises undertaken within TRACECA TA projects as well as
through provision of investment funding to upgrade the container terminals in Baku and
Turkmenbashi, and to rehabilitate the rail ferry ramp in Aktau, Kazakhstan.
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Upon completion of the works it is expected that the terminals will become more efficient
and will be able to handle the expected growth from 20-ft to 40-ft container traffic. Also, the
new port facilities will not be sensitive to the rising level of the Caspian Sea.
A project started in 1999 will address the issues of more diversified ownership of shipping
fleets operating on the Caspian Sea, and alternative ferry routes for traversing the sea by both
rail wagons and road vehicles, particularly in the East-West direction. Improved service to
customers would be promoted by encouraging competition.

Limited Capacity of National Road Transport Fleets.  Long distance road activity in
TRACECA countries is dominated by Iran and Turkey in the Caucasus and parts of Central
Asia and by Russian and European companies in the north. Only Uzbekistan has any
reasonable sized road fleets with modern high capacity equipment, but these are mainly state
owned.
Entrepreneurs wishing to enter this sector cannot obtain adequate financing partially due to
ignorance of the procedures and formats for presenting their credentials. Several TRACECA
TA projects have recommended amending legislation to allow for the expansion of private
operators in the domestic market and to move away from a mostly state owned business
base.
This should encourage expansion into the international market, and foster increased
competition. It is recommended that there should not be legislation that protects national
carriers from competition when engaged in international work. There may be the need to
offer tax incentives to encourage smaller companies to expand and government
encouragement to enable joint ventures to thrive.

Regulated Market.  The regulations and legislation that exist still reflect the former
command economy of the FSU and it will take time to deregulate the legislation and
introduce laws that create an environment that allows development of the transport
infrastructure.
TRACECA projects have recommended to gradually phase out all regulatory aspects that
limit free competition in the market and to end support for state owned fleets. Legislation
should concentrate on safety and operational standards.

Black Sea Ferries.  The rail ferry facilities in the Black Sea ports of Poti (Georgia) and
Ilyichevsk (Ukraine) are being rehabilitated, their management structure is being improved,
computer links are being provided and measures are being taken to allow transport of
hazardous goods conform with international safety standards.

One of the main objectives of the TRACECA programme is to act as a catalyst to attract the
support of International Financial Institutions and private investors. In order to respond to
the demand of potential international financial investors the TRACECA programme has
carried out full feasibility studies, preliminary financial investigations, and developed
business plans for potential infrastructure and equipment investment. This topic is presented
in the next chapter – TRACECA – Co-operation with International Financial Institutions.
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TRACECA – Investments in Road, Rail and
Maritime Infrastructure
Co-operation with International Financial Institutions

From the inaugural TRACECA conference in Brussels in 1993, which was attended by
representatives of the major development banks, TRACECA programme actions have been
co-ordinated with those of all potential investors. However there was little firm commitment
to the region by IFI until initial TRACECA projects presented results, and provided firm
details and data on the transport sector. Several forms of collaboration have since proved
successful.

Certain early TRACECA projects focused on feasibility studies of specific investment
opportunities, concerning for example infrastructure rehabilitation or improvement, before
any investment interest was manifest. Such was the case with the Caspian Sea ports, where
the EBRD adopted the project during the course of the study. Subsequently an ongoing
dialogue with several IFI has allowed mutual identification of promising investment projects,
and the necessary feasibility study has been defined in collaboration with the interested
investor (such as for several roads rehabilitation projects).

The development banks are very concerned that their loans be accompanied by progressive
economic reform of the sectors in which they operate. A case in point is the railway sector,
for which TRACECA has carried out a series of restructuring projects which have analysed
both the immediate investment needs and the management changes necessary to ensure the
financial viability of the railway operators concerned. Several substantial agreements
between governments and development banks have thus been initiated by the TRACECA
programme. As TRACECA now includes direct investment projects as well as TA,
complementarity of actions with the IFI has to be maintained. TRACECA needs to act as a
co-financier rather than a substitute donor. The objectives of investment projects therefore
still focus on the stimulation of participation by others. This is achieved when potential
revenue streams from TRACECA investments add to and enhance the overall investment
attraction of a larger package including an IFI.

TRACECA : A catalyst for large-scale investments

The European Bank for Reconstruction and Development (EBRD) has made a number of
commitments for capital projects on ports, railways and roads along the TRACECA route
totalling USD 300 million, and the World Bank (WB) has made commitments for new
capital projects on roads in Armenia and Georgia totalling some USD 40 million.

Railways.  On the basis of TRACECA projects which have identified the condition of the
rail systems in the Caucasus and Central Asia, the EBRD has extended loans for
rehabilitation of the railways to Kazakhstan – USD 65 million, Uzbekistan –
USD 40 million, Azerbaijan – USD 20 million and Georgia – USD 20 million. These loans
are conditional upon the restructuring of the railways. The restructuring plans have been
prepared by TRACECA projects. Likewise, the Japanese Overseas Economic Co-operation
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Fund (OECF) has shown interest in awarding a loan to the Turkmen Government for railway
infrastructure rehabilitation.

Ports.  One of the prime objectives of the TRACECA programme is to promote the
maritime connections in the Caspian Sea, including network alternatives and wider
competitiveness. This important part of the TRACECA route has also attracted the attention
of the EBRD. Loans for the rehabilitation of the ports of Turkmenbashi (USD 20 million)
and Baku (USD 18 million) have been agreed. TRACECA has intervened with both
technical assistance and investment funding for both ports in parallel with the financing
provided by the EBRD. TA projects have provided the master plans, feasibility studies,
designs, tender documents and tendering assistance for the rehabilitation of both ports and
ferry terminals funded by the EBRD. As part of the overall rehabilitation package
EURO 5 million investment co-financing from TRACECA is being used to procure
container terminal equipment and spare parts for the Caspian Sea ferries. Investigations for
possible TRACECA intervention in the port of Aktau in support to USD 54 million EBRD
loan are underway, including re-opening of road and rail Ro-Ro services to the port.

An important TRACECA technical assistance and investment package has also been
provided to the port of Poti. A strategic plan for development of the port has been prepared
as well as feasibility studies for the port, the ferry and the container terminals in view of
future financing by the EBRD, other IFIs or private investors and an extension has been
approved for the privatisation of the port. In order to attract financing from IFIs and other
investors an EURO 3.4  million investment project to construct the ferry terminal has been
realised.

Roads.  In the framework of TRACECA projects technical assistance packages have been
provided in support of a road rehabilitation project in Armenia worth USD 40 million
financed by the WB and the EBRD, to a road rehabilitation project in Georgia worth
USD 13 million financed by the WB (another USD 25 million WB loan is under
preparation), and for a pre-feasibility and feasibility studies for a USD 50 million EBRD
loan and an USD 45 million WB loan for road rehabilitation in Azerbaijan. The foreseen
combined effect of these projects will be much improved connections between the three
national capitals of Baku, Tbilisi, and Yerevan.

Feasibility studies and contract documents were provided by TRACECA for the
rehabilitation of the Mary-Tedjen road in Turkmenistan. A USD 80 million EBRD loan has
been agreed, but implementation is dependent on unresolved macro-economic
conditionalities.

TRACECA is providing co-financing specifically for border crossing facilitation, as a
component of Asian Development Bank (ADB) loans to Kazakhstan and the Kyrgyz
Republic totalling USD 68 million, for the rehabilitation of the Almaty - Bishkek road. The
EBRD is a co-financier of this project for an additional USD 25 million, while the
governments concerned will provide a further USD 22 million from their own funds.

TRACECA projects are co-ordinated to support other activities of the Asian Development
Bank concerning investment in railways in Uzbekistan and TA for the roads sector
throughout the region. Presently the TRACECA states of Kazakhstan, the Kyrgyz Republic,
Uzbekistan and Tajikistan are also members of the ADB.

Contacts are maintained with other development investment agencies such as the Overseas
Economic Co-operation Fund Japan, the Islamic Development Bank and the Kuwait
Development Fund.

A TA project planned for 1999-2001 will provide an updated traffic database and forecasts,
which will enable public and private investors alike to evaluate the economic and financial
viability of various kinds of transport projects. Several modules of that project will address
specific investment opportunities on the Caspian Sea.
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TRACECA : Small-scale investment projects

The new TACIS Regulation approved in June 1996 provides financing for the
implementation of small-scale investment projects in cross border areas. This new
instrument has allowed to include an investment support element into the TRACECA
programme in addition to the technical assistance projects financed until 1996. TRACECA
has so far funded a number of small-scale infrastructure projects in border areas worth
EURO 47 million addressing existing bottlenecks in key points on the TRACECA route such
as the ports of Poti, Baku, Turkmenbashi and Ilyichevsk.

The following small-scale investment projects were implemented under TRACECA :

•  Rehabilitation of the Caucasian Railways (EURO 5 million)
Repair of rail track in Georgia, reconstruction and rehabilitation of rolling stock
workshops in Armenia and reconstruction of a 213 m rail bridge at Poyle in Azerbaijan

•  Rehabilitation of the Red Bridge and Construction of the TRACECA Bridge
(EURO 2.5 million)
Road bridges and customs facilities at the Georgia/Azerbaijan border; upgrading to
double track of the nearby Tauz rail bridge in Azerbaijan

•  Bukhara Cotton Export Distribution Centre (EURO 2 million)
Procurement of  mobile equipment to a container terminal in Uzbekistan

•  Container Services between the Caspian Ports of Baku and Turkmenbashi
(EURO 2.5 million)
Construction of port container terminals in Azerbaijan and Turkmenistan

•  Establishment of a Rail Ferry Link on the Black Sea (EURO 11.3 million)
1. Construction of a rail ferry ramp in Poti, Georgia; 2. Rehabilitation of an existing rail
ferry ramp in Ilyichevsk, Ukraine; 3. Procurement of computers and communication
equipment to the ports of Poti and Illyichevsk

•  Cargo and Container Handling Equipment for the Seaports of Baku (Azerbaijan),
Turkmenbashhi (Turkmenistan), Poti (Georgia) and Illyichevsk (Ukraine)
(EURO 5.8 million)
Procurement of equipment to inland and port container terminals

•  Rail Tank Wagon Cleaning Boilers, Baku (EURO 0.5 million)
Procurement and installation of two rail tank wagon cleaning boilers to the Balajari
wagon washing plant

•  Intermodal/Terminal Equipment (EURO 2.5 million)
Procurement of cargo and container handling equipment to container terminals in
Karmir Belur (Armenia), Chimkent/Aktau (Kazakhstan) and Bishkek (Kyrghyz Republic)

•  Supply of an Optical Cable System for Communication and Signalling to the Railways
of Armenia, Azerbaijan and Georgia (EURO 15 million)
Procurement and installation of a transmission network connecting the Black Sea ports
in Georgia to the Caspian Sea port of Baku in Azerbaijan and the Armenian capital
Yerevan

Finally, a EURO 2 million investment project for the reconstruction of the rail ferry ramp in
the Caspian Sea port of Aktau in Kazakhstan is planned for 2000.

The implementation of small-scale investment projects within TRACECA is considered
conducive to attracting the interest and commitment for larger investments from the IFIs and
other investors. TRACECA investment projects aim at catalysing major investment actions,
contributing with supplementary grant co-financing and thereby enhancing the investment
attraction of larger investment packages to the TRACECA route.



TRACECA - TECHNICAL ASSISTANCE (TA) PROJECTS

PROJECT CONTRACTOR
SUB

CONTRACTORS
STARTING

DATE
DURATION

(Months)
BUDGET
(EURO)

1 “Dolphin” project, feasibility study for caravanserai West-East GmbH Henley Management
College August 1995 27 475,000

2 Transport Management Training Nethconsult GZB
Trademco December 1995 8 900,000

3 Transport Legal and Regulatory Framework Scott Wilson NEA December 1995 24 1,500,000

4 Maritime Training in Baku Port HPTI Uniconsult
Recon S.A. December 1995 24 1,350,000

5 Regional Traffic Forecasting Model WS Atkins BCEOM
Systra January 1996 21 700,000

6 Road Transport Services (Caucasus) DHV Consultants January 1996 15 250,000

7 Intermodal Transport BCEOM DE-Consult
Systra January 1996 15 500,000

8 Railways Infrastructure Maintenance (Caucasus) TEWET DE Consult January 1996 14 1,200,000

9 Implementation of Pavement Management Systems Kocks Consult GmbH TecnEcon
Phoenix March 1996 21 2,000,000

10 Road Transport Services (Central Asia) GIBB FTA
West - East GmbH March 1996 19 700,000

11 Ferry Terminals : Baku – Turkmenbashi RAMBOLL Booz Allen &
Hamilton, Probel March 1996 23 1,550,000

12 Rolling Stock Maintenance SYSTRA CIE Consult
Dan Rail Consult AS March 1996 15 700,000

13 TRACECA Trade Facilitation Scott Wilson BCEOM March 1996 16 980,000

14 Railways Infrastructure Maintenance (Central Asia) DE-Consult Systra
Austria Rail Eng. March 1996 12 1,200,000

15 Joint Venture for the Trans-Caucasian Railways TEWET De - Consult
GTZ July 1996 12 2,000,000

SUB TOTAL 16,005,000
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TRACECA - TECHNICAL ASSISTANCE (TA) PROJECTS  (continued)

PROJECT CONTRACTOR SUB
CONTRACTORS

STARTING
DATE

DURATION
(Months)

BUDGET
(EURO)

16 Railways Tariffs and Timetable SISIE Calberson, Systra-
Axis July 1996 18 1,500,000

17 TRACECA Co-ordination Team Tractebel Development September 1996 40 2,550,000

18 Central Asian Railways Restructuring and
Telecommunications Studies CIE Systra

DE-Consult, UIC August 1997 11 2,000,000

19 Road Maintenance FINNROAD Parkman
Roughton August 1997 24 2,500,000

20 Feasibility Study of New Terminal Facilities in the
Georgian Ports of Poti and Batumi HPTI Dornier System

Rotterdam Maritime August 1997 12 1,500,000

21 Restructuring of the Azeri and Georgian Railways. GIBB CIE Consult June 1998 8 1,000,000

22 Intermodal Services Implementation and Training POLZUG AXIS, HPTI June 1998 24 1,600,000

23 International Road Transport and Transit Facilitation Scott Wilson Freight Transport
Association, NEA August 1999 18 2,800,000

24 Traffic Forecasting and Feasibility Studies BCEOM
Uniconsult, TYPSA,
Port de Marseille,
NEA, HPTI

August 1999 18 2,000,000

25
Inter-Governmental Commission for the
Implementation of a Multilateral Agreement on
Transport

AXIS December 1999 14 1,100,000

26
Caucasian Road Sector – Feasibility Study for the
Rehabilitation and Reconstruction of the Road Link
between Baku, Tbilisi and Yerevan

to be contracted in 2000 12 2,000,000

27 Customs Facilities at C. Asian Road Border Crossings to be contracted in 2000 18 2,000,000

28
Inter-Governmental Commission for the
Implementation of the Multilateral Agreement on
Transport – Continuation

to be contracted in 2001 12 1,000,000

SUB TOTAL 39,555,000
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TRACECA - INVESTMENT PROJECTS for the rehabilitation of infrastructure

PROJECT CONTRACTOR SUB
CONTRACTORS

STARTING
DATE

DURATION
(Months)

BUDGET
(EURO)

1 Rehabilitation of the Caucasian Railways
Reconstruction of track, workshops and Poyle bridge Several contractors October 1995 9 5,000,000

2
Rehabilitation of the Red Bridge and Construction of
the TRACECA bridge
Road bridges on the Georgian / Azerbaijan border

Khidmsheni JSC
Azermost March 1997 18 2,500,000

3 Bukhara Cotton Export Distribution Centre, Uzbekistan
Mobile equipment for container stuffing and loading See under 8. February 1998 12 2,000,000

4
Container Services Between the Caspian Ports of
Baku and Turkmenbashi
Container Terminals in Azerbaijan and Turkmenistan

GABEG
and several other contractors February 1998 12 2,500,000

5
Design and construction of Rail Ferry Facilities in the
Port of Poti, Georgia
works to link Poti to Ilyichevsk  by Ro-Ro ferry

Athena Hellenic Engineering
and several other contractors February 1998 15 3,400,000

6
Improvement of the existing rail ferry terminal and
construction of facilities at Ilyichevsk, Ukraine
works to enhance the existing Ro-Ro facilities

COSMAR/BCEOM
and several other contractors July 1998 18 6,400,000

7

Establishment of a Ferry Cargo Movement Computer
System and Supply and Installation of Computers and
Communication Equipment for the Ports of Iliychevsk
(Ukraine) and Poti (Georgia)

Computer Solutions January 1998 18 1,500,000

8

Cargo and Container Handling Equipment for the
Seaports of Baku (Azerbaijan), Turkmenbashi
(Turkmenistan), Poti (Georgia) and Iliychevsk
(Ukraine)

Comint, Ferrostahl,
Hold Trade, Hyster,
Kalmar, Plan Marine

Several
Subcontractors February 1998 18 5,825,000

9 Rail Tank wagon Cleaning Boilers in Baku
(Azerbaijan) Noviter Oy June 1999 6 475,000

10 Intermodal/Terminal Equipment (Karmir Belur,
Chimkent, Aktau, Bishkek)

BossProTec, Hold Trade,
Plan Marine, Unit Export

Several
Subcontractors August 1999 9 2,500,000

11
Supply of an Optical Cable System for
Communication and Signalling to the railways of
Armenia, Azerbaijan and Georgia

Siemens AG/Siemens ATEA February 2000 24 15,000,000

12 Rehabilitation of the Rail Ferry Terminal at Aktau to be contracted in 2000 12 2,000,000

GRAND TOTAL 88,655,000
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TRACECA – Description of the Projects

I. Technical Assistance projects

1. "Dolphin" Project – Feasibility Study for Caravanserai

Geographic Focus: Turkmenistan and Uzbekistan
Project Budget: EURO 475,000
Contractor: West-East GmbH
Implementation timetable: August 1995 through January 1998

Background and Objectives. Even on the main TRACECA routes, fuel, lodging,
breakdown services, repair shops, and telecommunication facilities are of low quality and
rare. It is not obvious that the new entrepreneurs are emerging fast enough to establish
service industries to support the road freight business in the TRACECA region, and in
particular roadside support facilities such as are common in the EU. Therefore, pilot
operations were set up to introduce service concepts common in the EU.
To that end, (i) the actual roadside services available in the region were assessed, (ii) a
market survey was carried out as well as an assessment of the potential business
opportunities for road freight transport support services, (iii) service concepts and site
locations with high development potential were identified, and (iv) the necessary investment
by local and international entities was promoted.

Key Issues and Achievements.  EU operator-investors with appropriate specialist
management skills were involved in the realisation of the proposed facilities. A team of
European, Turkmen and Uzbek experts was set as a Consultative Committee to match local
with outside participants, the former represented by appointees of the Ministers of
Automotive Transport of Turkmenistan and the Republic of Uzbekistan. The research
confirmed that there are no comprehensive repair and maintenance facilities where
transporters most need them along the TRACECA Route and that the existing traffic volume
would support the needed cash flow for operating road side services, provided these offered
added value at strategic locations, reliably and at affordable prices. The concept of
"caravanserai" for trucks was proven to be viable. With the help of the Consultative
Committee four sites were selected to build ‘one-stop’ road side service stations, each
comprising many different business activities, including refuelling, motel, parts, repair, tyre
service, food, telecommunications, secure parking and banking facilities. Several reports and
manuals have been issued comprising business studies for the caravanserai, and working
manuals for the use of local entrepreneurs. Over 45 European and international companies
were presented the caravanserai project during Transport Conferences in Tashkent and
Ashgabat. This interest lead to the generation of specific plans for roadside services,
including business and financial plans and a suitable architectural concept.

2. Transport Management Training

Geographic Focus: Republic of Armenia, Azerbaijan Republic, Georgia,
Republic of Kazakhstan, Kyrghyz Republic, Republic of
Tajikistan, Turkmenistan, Republic of Uzbekistan

Project Budget: EURO 900,000
Contractor: Nethconsult
Implementation timetable: December 1995 through October 1996
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Background and Objectives.  Professional transport staff and management in the
TRACECA region have very little direct experience of international trade and transport
practices. Awareness of the European transport and trade legislation, methods, systems, and
commercial practices would enable them to implement compatible systems in their
Republics and work effectively with EU counterparts. The overall objective was to ensure
that as many operational staff as possible was acquainted with market oriented systems and
administrative procedures suitable for adoption within the Region. This included training in
marketing strategy, demand segmentation, business concepts and demand led business
development.

Key Issues and Achievements.  The primary requirement was the identification of
training needs, the drafting of the course material, buying and transporting training
equipment, practical arrangements in the training locations, organising transport and
accommodation and selection of candidates. Training was seen to be needed in competitive
transport network planning, traffic forecasts, the dependency between demand and tariff
levels, time of transport, as well as contractual, legal and regulatory aspects. Familiarisation
with intermodal methods was also a key issue, to help foster regional and inter-operator co-
operation within the transport and trade sectors. A series of seminars and training visits in
Central Asia and Europe were held, focused on two sets of skill levels: Senior Management,
and Middle Management and Trainers. The middle managers and trainers group of 122
people were trained for 10 days in Almaty, then a selected group of 35 travelled to Europe,
where they visited transport companies, training institutions and authorities. Apart from a
good quality transfer of know-how, the project generated a strong team spirit within the
TRACECA state participants which enables the interchange of information and ideas to
continue between them.
The project has diffused a general awareness of many aspects of international trade and
transport practice. This has prepared beneficiaries for discussion of complex legal reform
and restructuring issues within their industries, for which they were sorely unprepared
beforehand. As further training is required for several years into the future, practically all
TRACECA projects now include training and know-how transfer elements.

3. Transport Legal and Regulatory Framework

Geographic Focus: Republic of Armenia, Azerbaijan Republic, Georgia,
Republic of Kazakhstan, Kyrghyz Republic, Republic of
Tajikistan, Turkmenistan and Republic of Uzbekistan

Project Budget: EURO 1,500,000
Contractor: Scott Wilson
Implementation timetable: December 1995 through December 1997

Background and Objectives.  The Former Soviet Union (FSU) developed its own
unique transport legal system which was recognised as being unable to adapt to a free market
economy and to international transport operations. The overall objective of this project was
to provide technical assistance and database support in the field of transport legislation and
to create a Legal and Institutional environment conducive to establishing good management
practice. The specific objectives were (i) to draft new harmonised transport legislation for
the movement of freight by road, rail or sea, (ii) to assist the government in each state, in the
enactment of such legislation, (iii) to introduce administrative processes for transport sector
regulation compatible with the EU, (iv) to promote membership of international transport
groupings such as the IRU and FIATA, (v) to develop and encourage implementation of
transit agreements.
The foregoing were to produce results compatible with eventual restructuring of the assets
and management practices of the regions transport systems.
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Key Issues and Achievements.  This project in particular was required to work very
closely with the organs of government of the newly independent TRACECA states. It was
seen to be necessary to establish an International Task Force (ITF) complemented by
individual National Task Forces (NTF) in each TRACECA State that include officials from
the Transport, Justice Ministries and other concerned authorities. The NTF’s were the pilot
action groups for legislative changes in each TRACECA State and their role was to work
closely with the ITF while drafting transport legislation, and then to promote legislative
changes within their respective states. Model legal drafts have been published which include
a General Transport Law, a Road and Railway Transport Law and Draft Multilateral
Agreements on Road Transport and Commercial Maritime Navigation as well as a Model
Regional Transit Agreement. The recommended Drafts have been well received and
included in propositions for legislation. The project has worked with key administrative and
legislative personnel. In general the main constraint on progress is the availability of
parliamentary time. The project has also assisted in the promotion of adherence of
TRACECA states to the wider international transport conventions, such as TIR. The
recognition by FIATA in Zurich of the National Associations of Freight Forwarders in
Georgia, Azerbaijan Republic and Republic of Kazakhstan has been greatly helped by the
work of this project in holding seminars and workshops, at the request of the participating
states, to explain the benefits of such an Association.
This project has been of fundamental importance in the realisation of the ‘Basic Multilateral
Agreement’ and the agreement on the establishment of an Inter-Governmental Commission
to regulate all questions concerning the implementation and application of further
Agreements. This Inter-Governmental Commission will be implemented within the
framework of TRACECA programme for 1999.

4. Maritime Training in Baku Port

Geographic Focus: Azerbaijan Republic and states dependent on the Port of
Baku

Project Budget : EURO 1,350,000
Contractor: HPTI
Implementation timetable: December 1995 through November 1997

Background and Objectives.  The management of the Port of Baku is facing challenges
for which new policies and working methods must be devised and implemented. The areas of
assistance targeted for urgent action included the development of strategic planning and a
marketing strategy, institution building, tariff structure and related cost management
covering Port activities, Port operations management, costing and accounting systems and
the development of a human resources policy. The EBRD being attracted to the port as an
area for investment, the TRACECA technical assistance was expanded to cover eventual
rehabilitation and capital improvement work. The extension to this project was granted to
enable investment to be planned for the Dry Cargo facilities, and eventually other port
facilities that could merit further investment. The project was carried out in tandem with the
TA project “Ferry Terminals : Baku and Turkmenbashi”. The objectives were :
(i) To provide management assistance by the secondment of EU experts to work alongside
Port Authority counterparts including: the General Manager for advice on strategic
planning, medium and long term planning etc., the Financial Director for advice on planning
of financing investments at medium and long term, preparation of yearly budgets etc., the
Port Operations Director for advice on daily port planning, control and maintenance,
preparation of investment requirements in equipment and construction etc. and to the
Management Training Adviser for setting up and implementing management training and
developing management training schemes;
(ii) To produce a Masterplan for the port that would include an analysis of present port
facilities and equipment, conduct an environmental assessment. The development of
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feasibility studies corresponding to the EBRD investment approval system and the
production of tender documents for new work to be done.

Key Issues and Achievements.  The management training was completed and a
framework study on the establishment of Baku as a "Free Port" was completed and is under
review with the government. A new MIS system has been designed and adopted, which
incorporated a complete restructuring of the accounting system. All operational procedures
have been reviewed and a new organisational structure has been suggested that will be
implemented shortly. Traffic forecasts and a master plan have been produced, the results of
which show the need for rehabilitation of the general cargo terminal and the redeployment of
redundant capacity that now exists. The general cargo operations were found to be profitable,
and the potential for container handling even more so, given the traffic-forecast projections
on the TRACECA route. The EBRD has invested USD 18 million in the port. The project
has developed detailed designs for the production of tender documents to the standard
required by EBRD.

5. Regional Traffic Forecasting Model

Geographic Focus: Republic of Armenia, Azerbaijan Republic, Georgia,
Republic of Kazakhstan, Kyrghyz Republic, Republic of
Tajikistan, Turkmenistan, Republic of Uzbekistan

Project Budget: EURO 700,000
Contract awarded to: WS Atkins
Implementation timetable: January 1996 through October 1997

Background and Objectives.  In a free-market economy, demand forecasting is
essential to transport planning and investment,. This project was designed to assemble the
data elements and construct a software model required to forecast transport demand on all
modes of transport throughout the Region. The objectives were: (i) to establish common
regional databases, compatible with EUROSTAT and CETIR for the capture and
dissemination of transport and trade flows, transport infrastructure characteristics and
transport costs that would provide a multi-modal model for developing forecasts and
analysing scenarios;  (ii) to highlight the main commercial, institutional, organisational,
physical and infrastructure bottlenecks, both present and anticipated and to identify and
catalogue specific road/rail/maritime and multi-modal projects, which best address problems
highlighted.

Key Issues and Achievements.  Reliable data is extremely difficult to obtain
throughout the region. Collection methods are manual rather than computer based, and much
data is still regarded as secret. This TRACECA project was required, firstly to assemble all
relevant available existing data, then for general forecasting and to assist in developing a
number of case studies for transport system development. The project developed a data
collection methodology based on existing dispersed data sources held by railways, roads
departments, and international commodity flows obtained from Customs declarations. Ten
categories of commodity flows were obtained from the national rail operators. Highway
departments provided road traffic counts. Cost data was obtained from freight forwarders.
An origin-destination matrix of trade flows based on customs data, and a database of existing
traffic on CD together with a user manual has been issued. This has been used extensively by
other projects such as that for rail restructuring in Central Asia. Local partners were
extensively involved in the project. Several seminars were held to demonstrate the
technology utilised. Computer equipment and software was handed over to local
beneficiaries. Valuable insights into numerical aspects of transport planning were
transferred. Case studies included: new infrastructure links to China from Kazakhstan and
Uzbekistan through Kyrghyz Republic, a new north-south rail link from Aktau through
Turkmenistan into Iran, the re-opening of peripheral transport links in the Caucasus and the
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verification of transport demand scenarios developed in other TRACECA projects, including
the TRACECA ports, and the Chardzhou Bridge. A new contract "Traffic Forecasting and
Feasibility Studies" with the main focus on the Caspian Sea area has started in September
1999.

6. Road Transport Services (Caucasus)

Geographic Focus: Republic of Armenia, Azerbaijan Republic, Georgia
Project Budget: EURO 250,000
Contractor: DHV Consultants
Implementation timetable: January 1996 through March 1997

Background and Objectives.  The Caucasian countries inherited from the FSU a freight
transport system which favoured the rail sector. Entrepreneurial skills had not been
encouraged, trucks were antiquated, and tertiary distribution systems weak. It was necessary
to introduce new ideas and to improve the operating environment for road freight transport
companies, as well as to provide technical assistance to the companies to assist in the
development of their business. The objectives of this project were: (i) to facilitate
development of the domestic and international road transport industries and to assist viable
private companies or state autonomous operators in gaining an equitable market share of
international traffic; (ii) to develop a pilot business plan for common road cargo hauliers and
for automotive support and service enterprises providing essential operational support to the
road transport industry; (iii) to identify West European transport sector partners for joint
ventures and to produce a manual for investment decisions in capital equipment; and (iv) to
provide advice on institutional restructuring of the road haulage sector.

Key Issues and Achievements.  The most useful approach to finance the procurement
of vehicles, tyres and trailers was seen to be to create Joint Ventures between Caucasian and
Western European operators, so a survey was conducted among road transport operators in
the Caucasus and in the EU to track down candidates for Joint Ventures. Western European
companies have been identified that plan to develop there business in the Caucasus. Four
business plans were generated for autonomous operators (not incorporated in Ministries) that
were considered to be well positioned to develop new road transport related business in
Azerbaijan and Georgia and some of these have started business and are progressing well. A
manual of Transport Operating Costs was also produced and widely distributed. In Armenia,
technical assistance was given to the emerging Road Carriers Association and in consultation
with the IRU advice was given to help restructure the Association. Suggestions on
institutional restructuring of the road transport sector were presented to each participating
state. The recommendation of this project was to establish road transport departments within
each of the Ministries of Transport, where they exist. This institutional reform was seen as a
necessary first step that would need to be implemented before further training programmes
were instituted. Recommendations were given to follow up the project with further training
in commercial road transport operations. This is being pursued in the TRACECA project
"International Road Transport and Transit Facilitation", started in October 1999, in
collaboration with the IRU which is the international body guiding and regulating the road
haulage sector.

7. Intermodal Transport

Geographic Focus: Republic of Armenia, Azerbaijan Republic, Georgia,
Republic of Kazakhstan, Kyrghyz Republic, Republic of
Tajikistan, Turkmenistan, Republic of Uzbekistan

Project Budget : EURO 500,000
Contractor: BCEOM
Implementation timetable: January 1996 through January 1997
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Background and Objectives.  Intermodal transport is a key element contributing largely
to the success of world trade development and the integration of Western economies. The
use of intermodal systems should provide competitive transport in the TRACECA region,
which is characterised by road and rail links of long distances, and sea crossings.
Considering the emerging links with international transportation networks the need for an
effective and integrated intermodal system penetrating the TRACECA region is evident. The
objectives of this project were: (i) to provide recommendations addressing problems in the
organisation of intermodal transport within the TRACECA area and improving linkages to
international routes ; (ii) to transfer intermodal technology know-how, especially in the area
of ISO container handling and new transport techniques ; and (iii) to provide
recommendations to rail and intermodal transport organisations in the area to concentrate
modern facilities where most needed, and to equip them appropriately, including indications
of typical costs.

Key Issues and Achievements.  Co-operation between modal operators in the region
has not extended to the establishment of "seamless" fast services which international clients
expect elsewhere in the world. There was a fundamental need to introduce such concepts to
regional operators. To that end, an intermodal freight transport group, covering all
TRACECA countries was established and taken on a study tour to the EU to examine the
organisation and operation of multi-modal terminals from a technical and commercial
viewpoint. It included analysis of rail, road and maritime modes and many facets of multi-
modal transport associated logistics-related services in Germany and France. In the
workshop that followed, intermodal case studies were presented to generate interest in
possible solutions to local issues and to train staff in the appropriate technology. The seminar
also allowed organisations from all TRACECA countries and from different transport modes
to be brought together around the same table to discuss the Multi-modal Transport Strategy
proposed by the European team of experts. To demonstrate the benefits of intermodal
transport, case studies were produced providing focus for international traffic in TRACECA
and to help train the staff involved in appropriate intermodal technology and
commercialisation. The export of cotton was seen as a good potential traffic for intermodal
operations using containers, thus providing return loads for containers from the EU. This
project was a first analysis of this vital transport technology. It is being followed by further
TRACECA projects that build on the experience gained. These include equipment supply,
the Trans-Caucasian Logistic Express, and Intermodal Services and Training. In the
subsequent Tarification and Time Tables project, agreement has been reached to create a
common regional intermodal operator, which is a very significant step towards institutional
goals first established within this project. This concept will be further examined by the
"Inter-Governmental Commission" to implement the Multilateral Agreement (MLA).

8. Railways Infrastructure Maintenance (Caucasus)

Geographic Focus : Azerbaijan Republic and Georgia
Project Budget : EURO 1,200,000
Contractor : TEWET
Implementation timetable: January 1996 through March 1997

Background and Objectives.  The economic and political situation in the Caucasus has
had a detrimental effect on the financial viability and the technical condition of the rail
networks, which hampers fluent transport in the region. Therefore, a project was designed to
foster co-operation, revive traffic and stimulate revenues in the Caucasus region railway
networks, and thus to support their operational and financial situation. The objective of this
project was to carry out a pre-investment study for the rehabilitation of the main Trans-
Caucasian rail route between Baku, Azerbaijan and Batumi / Poti, Georgia and to provide
technical assistance to streamline commercial freight traffic on this route.
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Key Issues and Achievements.  A pre-investment study covered the requirements for
rehabilitation of the main rail route between Azerbaijan and Georgia, examined the
institutional and organisational situation, established traffic volume potential and revenue
forecasts, and carried out a detailed survey of the existing situation of infrastructure, rolling
stock, repair and maintenance facilities. Priority technical repair, upgrading and
reconstruction work for likely traffic levels were defined. The pre-investment study provided
the EBRD with an inventory of the major elements in the rehabilitation of rail infrastructure,
and their priority and costs broken down into the component parts. TRACECA is proceeding
with grant assistance for urgent needs for telecommunications and signalling in Armenia,
Azerbaijan and Georgia as a result of the findings of  the study.
A pilot freight train service provided technical assistance to Azeri and Georgian railways in
preparing and putting into operation a high-quality international freight train service on the
main Trans-Caucasian rail route, and monitored the operation of this service during a period
of three months. As container traffic between the ports of Baku and Poti was growing, the
express freight trains service proved successful and continued to run under local
management for a while. Fixed departure and arrival times were respected, and security of
merchandise was well assured. Realistic price levels were set, operational capacity was made
available and terminal, transport and border crossing delays were minimised. Rail operators
were assisted to prove that they can provide services of international standard.
With the Intermodal Services and Training project, TRACECA is now attempting to extend
the service into Central Asia to establish a regular link for intermodal traffic to and from the
EU, that would enable all participating states to benefit from this initiative.

9. Implementation of Pavement Management Systems (PMS)

Geographic Focus: Republic of Armenia, Azerbaijan Republic, Georgia,
Republic of Kazakhstan, Kyrghyz Republic, Republic of
Tajikistan, Turkmenistan, Republic of Uzbekistan

Project Budget: EURO 2,000,000
Contractor : KOCKS CONSULT GmbH
Implementation timetable: March 1996 through December 1997

Background and Objectives.  Limited funds are available for road maintenance in each
of the participating states and it is important that they are directed towards works which yield
maximum benefit. In that light, this project was : (i) to introduce Regional road maintenance
authorities to the latest EU pavement management techniques; (ii) to promote a reduction in
road maintenance backlogs which have arisen during recent years, by examining the
problems of financing maintenance activities; (iii) to re-invigorate the activities of the
regional road maintenance authorities and technical institutions and to contribute to their
long term survival; and (iv) to train local specialists in the techniques employed, as a prime
objective.

Key Issues and Achievements.  The project contains a strong economic and financial
analysis component which is most important, as the participating States have never used
rigorous economic principles to study the links between appropriate national expenditure and
roads maintenance. IFIs require the implementation of PMS to accompany any investment
by them in roads infrastructure, as sometime in the future the participating States will have to
fund the sector entirely from their own resources. The project provided the hardware,
software and training to implement modern EU systems for road pavement and bridge
maintenance management decision support. Several synergies with investment projects were
developed in extensions. Meanwhile, negotiations and disbursement of IFI loans based on
the project activities are proceeding well.
A project extension provided for: (i) assistance to the Armenian Department of Highways,
to privatise roads maintenance contracts in conjunction with a World Bank loan to the roads
sector; (ii) the preparation of feasibility studies on road sections in Georgia to increase the
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resources of a present World Bank emergency support package to the transport sector;
(iii) detailed design and contract documents preparing an EBRD loan to rehabilitate the
Ashgabat-Mary road in Turkmenistan; and (iv) additional training and equipment for the
PMS.

10.  Road Transport Services (Central Asia)

Geographic Focus: Republic of Kazakhstan, Kyrghyz Republic, Republic of
Tajikistan, Turkmenistan and Republic of Uzbekistan

Project Budget: EURO 700,000
Contract awarded to: Sir Alexander Gibb & Partners
Implementation timetable: March 1996 through October 1997

Background and Objectives.  Central Asian countries inherited from the FSU a freight
transport system which favoured the rail sector. Entrepreneurial skills had not been
encouraged, trucks were antiquated, and tertiary distribution systems weak. It was necessary
to introduce new ideas and to improve the operating environment for road freight transport
companies, as well as to provide technical assistance to the companies to assist in the
development of their business. This project’s objectives were : (ii) to carry out studies
leading to determination of the present level of activity in the trucking industry including the
truck fleet owned by the partner States and the structure of that ownership ; (ii) to evaluate
the structure and capabilities of the automotive supplies industry ; (iii) to enter into close
contact with selected enterprises and credible entrants to the industry and mount
collaborative pilot projects ; (iv) to formulate recommendations for operator licensing
(carriers) and vehicle certification, based on EU standards and DG7 recommendations ;
(v) to conduct seminars and an EU study tour ; and (vi) to bring together enterprise managers
and officials from across the Region and within the EU in the interests of harmonisation and
establishment of contacts for business development.

Key Issues and Achievements.  The existing truck fleets in the region date mostly from
the FSU. They are old and technically obsolete. The capacity of the fleets, at least for small
loads over modest distances is adequate or even excessive. For longer heavier hauls, foreign
truckers with modern equipment dominate the market. Progressive rectification of these
imbalances in the road haulage industry must involve regulatory, management and
investment issues. In the regulatory field, the programme introduced Certification of
Professional Competence (CPC) training for transport operators, thus starting to align the
TRACECA states’ regulatory environment with that of the EU. In the commercial field,
much work was done with local companies to introduce them to EU management concepts
and to introduce them to potential EU commercial partners. A comprehensive  inventory of
the present state of equipment of the trucking industry in the region was presented, covering
numbers, model types, and age. Potential EU truck manufacturers were introduced to the
region, and potential local partners were assisted to develop the business skills to work with
EU suppliers. Seminars were held on commercial and regulatory aspects, introducing EU
industry representatives to local managers and authorities.
A project extension developed pilot projects, which have been successful in one regional
centre so far and should be transferred to other centres.
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11. Ferry Terminals: Baku and Turkmenbashi

Geographic Focus: Azerbaijan Republic and Turkmenistan
Project Budget : EURO 1,550,000
Contractor : Ramboll
Implementation timetable: March 1996 through February 1998

Background and Objectives.  The majority of rail cargo traffic between the Caucasus
region and Central Asia uses the ferry service between Baku, Azerbaijan and Turkmenbashi,
Turkmenistan. The alarming rise of the Caspian Sea level since 1977 creates major
difficulties in operating the service and both ferry terminals. Moreover, the ferry ramps are
nearing technical obsolescence.
The initial objective of the project was to produce a feasibility study to determine potential
traffic, to identify technical solutions and to assess appropriate levels of investment  As the
EBRD showed interest in following this project with investment, it was extended to provide
feasibility study documentation matching the EBRD project approval cycle, and to cover
also the general cargo and container handling facilities.

Key Issues and Achievements.  The ports are key points of transit along the
TRACECA route, but the present level of service provided is low, and this is a principal
disincentive to usage of the route. Traffic forecasts, capital cost estimates, financial and
economic analyses were carried out to determine the most viable scale of investment
appropriate. Technical drawings, specifications and tender documents to the required
standards of the EBRD have been produced. New road/rail ferry terminals were designed to
a specific set of standards.
The EBRD has signed loans with the Governments of Turkmenistan and Azerbaijan for the
rehabilitation  of the ports, of USD 20 and 18 million respectively.
The study revealed an urgent need for container handling facilities. Therefore, technical
assistance necessary to launch a direct investment project "Container Services Between the
Caspian Ports of Baku and Turkmenbashi" was provided.
Additionally, an  investigation and pre-feasibility study were carried out at the port of Aktau,
to examine the possibility of reopening the ferry terminal there. In the framework of the
Traffic Forecasts and Feasibility Studies project, this work was continued, and a direct
investment project to rehabilitate the rail ferry ramp in Aktau will start in 2000.

12. Rolling Stock Maintenance

Geographic Focus: Republic of Armenia, Azerbaijan Republic, Georgia,
Republic of Kazakhstan, Kyrghyz Republic, Republic of
Tajikistan, Turkmenistan, Republic of Uzbekistan

Project Budget : EURO 700,000
Contract awarded to : SYSTRA
Implementation timetable: March 1996 through July 1997

Background and Objectives.  The condition of rolling stock is reputed to have seriously
deteriorated since the break-up of the FSU. Lack of maintenance was cited as a principal
cause. This project addressed the following issues : (ii) to provide recommendations to solve
existing problems concerning rolling stock maintenance / replacement and manufacturing
and supply of spare parts in the TRACECA region ; (ii) to provide guidance to rail
organisations in the region for the establishment of commercially viable rolling stock
maintenance and manufacturing, within the framework of a market-oriented railway system ;
and (iii) to design a detailed reorganisation plan in co-operation with the national authorities.
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Key Issues and Achievements.  As detailed information was unavailable, data were
gathered regarding the existing and required fleet of rolling stock, maintenance strategy and
organisation, and the future overall requirements for spare parts supply and manufacturing
were determined. A survey of facilities and enterprises in the region was conducted with
recommendations on the future size and structure of the sector and case studies, and it was
demonstrated how to execute rolling stock maintenance and manufacturing services on a
commercial and market-oriented basis. The project provided a very comprehensive overview
of the region’s rolling stock, locomotive and maintenance facility assets. Existing
maintenance management and general operating procedures were reported. Later rail
restructuring projects have made extensive use of the project output, in order to determine
investment plans. As the EBRD showed interest in funding improvement of rail maintenance
facilities and traction equipment, four case studies were prepared, including a rail tank
wagon repair  workshop in Azerbaijan, that is now benefiting from an USD 20 million
EBRD loan. A two-week study tour to the EU was conducted for the participating team
members.

13. TRACECA Trade Facilitation

Geographic Focus: Republic of Armenia, Azerbaijan Republic, Georgia,
Republic of Kazakhstan, Kyrghyz Republic, Republic of
Tajikistan, Turkmenistan, Republic of Uzbekistan

Project Budget: EURO 980,000
Contractor: Scott Wilson
Implementation timetable: March 1996 through September 1997

Background and Objectives.  Trade throughout the TRACECA region is in need of
harmonised documents and simplified customs procedures. This requires changes to trade
documentation and encouragement to all concerned parties (freight forwarders, customs
authorities,…) to simplify systems for the best cost effective service.
The objectives of this project were : (i) to collate the currently used international trade
documentation; (ii) to propose a simplified system and to improve the co-operation between
customs authorities, and freight forwarders throughout the region; (iii) to investigate the
introduction of electronic data interchange (EDI); (iv) to analyse the principle surface
transport customs control points with influence on the TRACECA route and to analyse
common problems as well as those specific to each location; and (v) to provide assistance in
the creation of trade and freight forwarding associations.

Key Issues and Achievements.  The project was designed to investigate and
recommend, as it was felt that implementation could be handled by the NTTF or other
TRACECA and Eurocustoms programmes. An extension was set up to provide assistance in
the export of cotton from Uzbekistan through the Port of Poti in Georgia.
This project worked in partnership with the Legal and Regulatory Framework project being
conducted at the same time. The key issues were evaluated using an International Trade Task
Force (ITTF) based in the UK and a National Trade Task Force (NTTF) based in each
country, comprising local experts. An appraisal of the documentation systems resulted in the
recommendation that a simplified system was introduced based on the EU Single
Administrative Document (SAD). The Customs computerisation review identified the need
for a computer-based programme such as the UN ASYCUDA system. A full appraisal and
report was produced on 73 road or rail Border Posts. A Familiarisation Tour for the NTTFs
took place in the United Kingdom and two conferences were held, one in the UK and the
other, at the end of the project, in Almaty, where the recommendations of the report were
fully accepted. The cotton project generated an initial report that was well received and gave
a comprehensive view of the total cotton market, the key issues and the problems to be
overcome and the final report clarified the cost implications of the route options and the
main issues to be resolved in both bulk and containerisation. This has resulted in a further
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TRACECA cotton investment project. A programme of seminars on international forwarding
and logistics were provided throughout the project which helped to establish National
Freight Forwarding Associations in Georgia, Azerbaijan and Kazakhstan and achieve
recognition by the International Federation of Freight Forwarders Associations (FIATA). It
also provided advice on further development to the existing National Association in
Uzbekistan. It helped over 10 companies, throughout TRACECA, achieve the status of
associate membership of FIATA. The work done in establishing National Freight
Forwarding Associations was recognised by FIATA.
In co-operation with the Legal Framework programme it expressed the need for the
development of a multi-lateral agreement (MLA) and the establishment of an Inter-
Governmental Commission (IGC). This MLA was signed by 12 States in September 1998,
and the first meeting of the IGC is scheduled in Tbilisi end-February 2000.

14. Railways Infrastructure Maintenance (Central Asia)

Geographic Focus: Republic of Kazakhstan, Kyrghyz Republic, Republic of
Tajikistan, Turkmenistan, Republic of Uzbekistan

Project Budget : EURO 1,200,000
Contractor : DE-Consult
Implementation timetable: March 1996 through March 1997

Background and Objectives.  The rail infrastructure has decayed through lack of
maintenance. Some elements are of a strategic economic importance, and their under-
performance can impose severe losses to regional economies. The general quality of service
has to be improved to provide a level of service expected in a modern economy, and speed
restrictions due to lack of maintenance need to be lifted. This project had three main
objectives or Modules : (i) Feasibility study for the upgrading of the Aktau - Bejneu rail line
in Kazakhstan (Aktau is the main port serving the fast developing Kazakh oil fields at
Tenghiz); (ii) Survey of infrastructure condition on the TRACECA main rail routes east of
the Caspian Sea; and (iii) Feasibility study for the development of a new crossing over the
Amu Darya River (over 2,000 m long), for road and rail traffic, at Chardzhou, Turkmenistan.

Key Issues and Achievements.  The first module generated traffic forecasts and carried
out an economic and technical feasibility study according to Western standards, but based on
governmental projections of freight. The inefficiency associated with the 18 km of rail
connection between Aktau and Mangyshlak not being owned by Kazakhstan railways was
highlighted. The project detailed the considerable investment that is required to keep the line
operational into the 21st century. The results were used by the Central Asian Railways
Restructuring project.  The second module detailed operational, marketing and commercial
issues, including a breakdown of maintenance investment requirements and an estimate of
the cost to modernise and rehabilitate the rail signalling and telecommunications equipment
in the region. A study visit to EU countries demonstrated to participants the operations and
commercial organisation needed and the performance expected by the customers of Western
railways in international traffic.  The third module made traffic forecasts for future road and
rail traffic on the Chardzhoubridge, and identified the short-term measures needed to ensure
continued operation of the bridge. The main recommendation is that there should be a
combined road and rail bridge on the site of the pontoon bridge and that toll charges should
be levied for the new bridge to cover the operating costs. A financial engineering project to
identify potential future investors is ongoing, as part of the project “Traffic Forecasting and
Feasibility Studies”. International financial institutions have indicated preliminary interest.
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15. Joint-Venture for the Transcaucasian Railways

Geographic Focus: Republic of Armenia, Azerbaijan Republic and Georgia
Project Budget : EURO 2,000,000
Contractor : TEWET
Implementation timetable : July 1996 through July 1997

Background and Objectives.  During a visit to the Caucasus in October 1995,
Commissioner H. van den Broek agreed with the three Republics to make an audit of the
concerned railways and the ferry boat connection between Baku-Turkmenbashi. The
objectives of this project were : (i) to promote mutual co-operation between the Republics of
the region and the use of the TRACECA rail corridor by the establishment of a Joint Venture
involving the three Republics; (ii) to improve the efficiency of regional operations; and (iii)
to consider the possibilities of a multi-modal service based on a restructured railway network
and ferry-boat services.

Key Issues and Achievements.  The potential trade and the framework for development
under different political and social scenarios was examined, including the assessment of the
traffic potential and forecasts, an inventory of present assets, the identification of
investments required, and legal and institutional considerations. Possible management and
implementation strategies were identified, involving local and outside participants. The
economic and financial aspects of alternative recommended strategies were evaluated and
formed the basis of agreements for joint-ventures. The proposals and ideas for possible joint
ventures generated include: (i) the management of the Pilot Train ; (ii)  the establishment of
a railway sleeper factory; (iii) a rail locomotive repair workshop ; (iv) a telecommunication
company.
The EBRD have used details contained in the project reports to prepare an USD 20 million
loan to the Azeri Government. The pilot train was revived and extended by the Intermodal
Services and Training project.

16. Railways Tariffs and Timetable Structure

Geographic focus: Republic of Armenia, Azerbaijan Republic, Georgia,
Republic of Kazakhstan, Kyrghyz Republic, Republic of
Tajikistan, Turkmenistan, Republic of Uzbekistan

Project Budget : EURO 1,500,000
Contract awarded to : SISIE
Implementation timetable : July 1996 through February 1998

Background and Objectives.  Rail cost accounting systems inherited from the FSU (e.g.
the MTT system for transit traffic) are based on data, aggregation and indexing which are not
fit to support sensible commercial decisions.
The objectives of this project were : (i) to encourage trade development through tariff and
timetable co-ordination between the various railways of the TRACECA Region; specific
objectives are to encourage commercial, competitive attitudes to rail business development ;
(ii) to encourage the development of rail tariff co-ordination, to establish common
mechanisms for the collection and transfer of transit traffic revenues ; and (iii) to eliminate
tariff discrimination throughout the Region and to assist in the co-ordination of maritime
tariffs and timetables, for traffic using the ports of Baku, Turkmenbashi and Aktau.

Key Issues and Achievements.  The project was given three themes : co-ordination of
operations, tariffs, costing and marketing. These include a revenue sharing policy between
the railways, a cost accounting policy and applications for cross-border and joint operations,
developing a marketing plan and refining commercial attitudes. There is advantage seen in
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emulating and collaborating with the European Bureau Central de Compensation, a
European rail payments clearing house.
This project was fundamental for rail commercialisation and restructuring to assist them to
develop their businesses and compete against rival modes and alternative routes. The
project’s outputs were used by the TRACECA Railways Restructuring projects, which
served as a basis for EBRD loans to the Governments of Georgia, Azerbaijan, Kazakhstan
and Uzbekistan, and for an ADB loan to Uzbekistan. A proposal to establish a "Common
Operator" for the TRACECA region, including the Black Sea is gaining momentum and to
date seven TRACECA participating states are evaluating the scheme which could be based
on the European "Intercontainer" model, with the prospect of a future partnership and
operational links. Training seminars in a specialised railway cost management software
called "SYSMANAGEMENT" were held.

17. TRACECA Co-ordination Team

Geographic focus: All 10 TRACECA participating states: Ukraine, Republic of
Armenia, Azerbaijan Republic, Georgia, Republic of
Kazakhstan, Kyrghyz Republic, Republic of Tajikistan,
Turkmenistan, Republic of Uzbekistan and Mongolia

Project budget : EURO 2,550,000
Contractor : Tractebel Development Engineering
Implementation timetable: September 1996 through January 2000

Background and Objectives.  Two years after the start of the TRACECA Programme
for trade and transport technical assistance in May 1993, a Programme Management Team
was appointed, based in Brussels. Their goals were : (i) to stimulate co-operation among the
participating Republics in all matters related to the development and improvement of trade
within the Region and to promote the Central Asian - Trans Caucasian - European Transport
Corridor ; (ii) to identify problems and deficiencies in the Region’s trade and transport
systems and to define, in terms of contents and timing a Technical Assistance Programme ;
(iii) to increase coherence, efficiency, diffusion and sustainability of existing projects by
effective co-ordination and to identify and develop new projects fitting the TRACECA
objectives. On request of the Beneficiaries, that assignment was renewed in September 1996
under the name of  TRACECA Co-ordination Team. The Team then established a network of
offices in the TRACECA region in order  to work with the Beneficiaries on a daily basis.

Key Issues and Achievements.  The Team increased cohesion between projects,
especially the exchange of information and data between Contractors, and developed
cohesion between these existing project activities and TRACECA participating States. The
Team presented new project concepts or extensions of existing projects for budget approval,
and launched new projects including preparation of ToR and the introduction of the
contracted consultant into the TRACECA environment. The establishment of regional
offices in Tashkent and Tbilisi and sub-offices in Almaty, Bishkek, Dushanbe, Ashgabat,
Baku and Yerevan has greatly improved the focus of the co-ordination in each participating
state. These offices have provided strong links between Contractors and the participating
States, and between the Contractors working in-country. As communication between all
participants, and between the programme and the outside world, is of continuing concern, a
World Wide Web site has been created and maintained. This website contains TRACECA
background information and project reports. It is interactive, multi-layered, and links with
other EU sites. Ultimately, the Team used projects to stimulate the investment by
international financial institutions (IFIs) and commercial partners. Discussions have been
held with all IFI transport related missions known to have visited the TRACECA states,
including those that are not directly related to a TRACECA project component. Contacts
with the EBRD, the World Bank and the Asian Development Bank are particularly frequent.
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18. Central Asian Railways Restructuring and
Telecommunication Studies

Geographic Focus: Republic of Kazakhstan, Kyrghyz Republic, Republic of
Tajikistan, Turkmenistan, Republic of Uzbekistan

Project budget : EURO 2,000,000
Contractor : CIE Consult
Implementation timetable : August 1997 through July 1998

Background and Objectives.  Fundamental adjustments are required in the railway
sector, including the railway's relationship to the Government, its institutional and
management structure, its physical assets and labour force, its operating and maintenance
practices and its tariffs and debt collection abilities. The intention of this ongoing project is
to help to develop an effective, financially self-sustaining industry, including assistance in
the detailed design and implementation of a railway restructuring programme and the
definition of a programme of priority investments needed to support the restructuring,
providing the basis for the appraisal of loans from IFIs. The EBRD was closely involved in
all phases of the project.

Key Issues and Achievements.  The project (i) developed restructuring strategies for
the railway sector and elaborated detailed restructuring plans, including the future
relationship between Railway and Government; (ii) defined investment packages suitable for
financing by IFI; (iii) established a plan for a project implementation unit and its co-
operation with the existing railways, as well as the required planning and implementation
instruments both for urgent measures and overall requirements for the period 1998-2002;
(iv) provided commercial and financial orientation for future investment planning;
(v) assessed environmental obligations and regulations within the 5-year restructuring plan.
The project has sought to rehabilitate and preserve critical infrastructure and equipment, and
to identify selective, high-yielding new investments to substantially reduce costs of present
operations, or to penetrate new markets. Domains such as telecommunications, track and
rolling stock maintenance, and optimisation of traction by electrification or re-motoring of
locomotives have been identified as apt for external financing. The project facilitated
external funding for the Railways of Kazakhstan, Uzbekistan and Turkmenistan, particularly
from the EBRD, the ADB and the OECF (loans to the Kazakh and Uzbek Governments were
signed, whereas an OECF loan to the Turkmen Government is under negotiation). Proposals
were made to set-up Management Information Systems, and it was demonstrated that outside
investment is urgently needed.
Module E of this project "Telecommunication Studies", undertaken by sub-contractor UIC
(Union Internationale des Chemins de fer) prepared a technical and economical study for an
optical cable system for communication and signalling for the Trans-Caucasian Railways, to
be implemented in 2000-2001.

19. Road Maintenance

Geographic Focus: All participating TRACECA states
Project Budget : EURO 2,500,000
Contract awarded to : FINNROAD
Implementation timetable : August 1997 through August 1999

Background and Objectives.  The previous TRACECA project for implementation of
Pavement Management Systems highlighted a need for further equipment support, training
and assistance in the use of the system for actual financial decisions. Several IFIs are
planning major investments in roads, so the project focus is to sustain existing programmes
and to encourage further IFI interest. While pavement maintenance remains the central
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theme of the project, road materials, the winter maintenance of roads, and institutional issues
all need to be addressed and are included within this project.

Key Issues and Achievements.  The project : (i) investigated the current situation of
the road construction supply industry, proposed development strategies including investment
recommendations, and modern standard and quality control procedures, particularly for road
stone and bitumen suppliers; (ii) introduced Western concepts of Winter Maintenance
Systems; (iii) provided support to the roads department of Azerbaijan for institutional reform
to accompany an EBRD loan package; (iv) reinforced the introduction of PMS into the
region, particularly in those countries where feasibility studies for investment bank loans
have not been provided under previous assistance; and (v) carried out investigation at pre-
feasibility level on the impact of new or much improved road or rail links which
participating states propose in Tajikistan, the Kyrghyz Republic and Uzbekistan, particularly
for links to China.
The equipment available to maintenance departments was reviewed and advice given to the
selection, specification, procurement and management of mechanical equipment, on a
commercial basis. A conference was held in Tashkent in September 1997 for senior officials
and technical experts from the Kyrghyz Republic and Uzbekistan, as well as from the ADB,
EBRD, UN and China, to generate a close understanding between the project consultant,
local authorities and eventual investors on the aims and objectives for the project module
concerning links to China. Recommendations for the materials supply sector were
formulated. Module E "Pre-feasibility Studies" let to a EC National project in Kyrghyzstan
for rehabilitation of Corridor Uzbekistan - Kyrghyzstan - China started in January 2000.

20. Feasibility Study of New Terminal Facilities in the Georgian
Ports of Poti and Batumi, and their Links to the Trans-European
Networks

Geographic Focus: Georgia and the hinterland economic centres
Project Budget : EURO 1,500,000
Contractor : HPTI
Implementation timetable : August 1997 through August 1998

Background and Objectives.  Three corridors of the Trans European Networks (TEN or
the "Crete Corridors") have outlets at the Black Sea ports of Odessa, Varna and Constantza.
The increasing amount of traffic flows from Europe through these corridors to the Caucasus
and beyond are overloading facilities at the ports of Poti and Batumi. There is an urgent need
for investment, but firstly a feasibility study is needed that will point out the kind of
terminals that should be installed in both ports and which kind of product related general
cargo facilities are required. The goals of this project were : (i) to examine existing and
potential traffic flows between Poti/Batumi and, in particular the TEN Black Sea port
terminals, the Rhine-Main-Danube corridor and the ports on the Russian Black Sea, the
Mediterranean and the North Sea; (ii) to provide recommendations for the cargo facilities of
both Georgian ports and an overview of the traffic potential and in particular to carry out a
feasibility study for a rail ferry service between Odessa and Poti, which could be an
extension of the existing service between Varna and Ilyichevsk; (iii) to verify and adapt
existing FSU designs for terminal developments and to prepare the documentation for
justification of investment and the tender documents for the works eventually to be carried
out.

Key Issues and Achievements.  It became apparent that there is traffic demand for the
reopening of the Ilyichevsk-Poti rail and road Ro-Ro link. Consequently TRACECA made
EURO 11.3 million available to carry out the essential work and equipment procurement
necessary to re-establish this link with a minimal delay. As there still remains great need to
attract more external investment to the ports, the output of the project was phased, to
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correspond with typical IFI requirements for project development, decision and review
milestones, culminating in the preparation of tender documents and assistance with works
tender evaluation.
The EBRD are now using the output from this project to consider :

•  The feasibility of a new grain terminal at Poti for a cost of USD 15 million, and to be
developed and operated in conjunction with EU private sector investors.

•  The development of a cotton storage facility in Poti.
•  The development of a new container handling facility.

The privatisation concept for the port of Poti, developed in the project, is serving as the basis
for discussions between the Georgian government, the port authority and potential investors.
The project prepared a EC National project “Maritime Safety in the Georgian Ports of Poti
and Batumi”, started in April 1999, which caught the interest of the World Bank and the
Dutch Government.
Following the project, a pre-feasibility study for the construction of a European gauge rail
ferry ramp in Poti or Batumi, to establish a European gauge rail ferry link with Constanza,
Romania, was made in the summer of 1999.

21. Restructuring of the Azeri and Georgian Railways

Geographic Focus : Georgia and Azerbaijan Republic
Project budget : EURO 1,000,000
Contractor : GIBB Ltd
Implementation timetable : June 1998 through February 1999

Background and Objectives.  The breaking up of the FSU and the creation of new
independent railways in the Caucasus has resulted in disruption to operations and revenues
of these railways. Freight traffic demand has typically been reduced by two-thirds. Tariffs
have increased much more slowly than the rapid general price inflation in the country and
railway finances have sharply deteriorated, despite strong restraint on expenditures. The
downward trend of traffic levels has not yet stabilised and despite the expectation of
economic recovery, it is unlikely that rail traffic volumes will ever again reach the levels of
1989. However, the EU Food Aid programme to the Caucasus guaranteed some volume
traffic and the development of the Caspian oil fields is generating new traffic.
Now the fundamental changes in the market for railway services has led the Governments of
Azerbaijan and Georgia to the conclusion that equally fundamental adjustments are required
in the railway sector. These adjustments include the railway's relationship to the
Government, its institutional and management structure, its physical assets and labour force,
its operating and maintenance practices and its tariffs and debt collection abilities.
The goals of the project were (i) to develop restructuring strategies to transform the railway
sector to a commercially driven, financially self-sustaining industry and elaborate detailed
restructuring plans including the future relationship between Railway and Government;
(ii) to define investment packages suitable for financing by IFI; (iii) to establish a plan for a
project implementation unit and its co-operation with the existing railways as well as the
required planning and implementation instruments both for urgent measures and overall
requirements for the period 1998-2002; (iv) to provide commercial and financial orientation
for future investment planning; and (v) to assess environmental obligations and regulations
within the 5-year restructuring plan.

Key Issues and Achievements.  This project was a final step in the facilitation of
external funding for the rail companies concerned. The EBRD has recently signed
USD 20 million loans to the Georgian and Azeri Governments respectively for rail track
renewal. However the final project output could be of use to the beneficiary in negotiating
with any IFI. The Japanese OECF e.g. has shown interest in funding rolling stock workshops
projects in the Caucasus, possibly in collaboration with the EBRD. As the actual financial
conditions of the Railways, and associated debt servicing capacity, and cost structures
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become clearer, then it will be possible to disburse loans for improvement of priority
facilities and equipment. To assure long term viability for both debtor and creditor, there was
a need for a review of the management of the present rail operating companies and in
particular the correct degree and modality of state direction of their operations. EU directives
are enforcing restructuring of railways in Europe and analogous actions could be appropriate
in the Caucasus for example to define a split between regulatory functions, protecting public
interest, and the technical or commercial operations being run as a business. Within the
operating structure there is a need for division of activities into discrete business or service
centres with their costs and revenues identified. In particular identification of true operating
costs, profits, and the value of the existing equipment and infrastructure need to be made,
before establishing a viable plan for the future.
The project has prepared the transformation of the State Railways into separate,
commercially-oriented legal entities. Sound 5-year business plans have been set-up to
maintain the Companies financially viable. Environmental management plans have been
established to reduce the risks related to the transport of dangerous goods. Plans for business
restructuring, Management Information Systems, corporate finance and human resources
were developed.

22. Intermodal Services Implementation and Training

Geographic Focus: All the TRACECA States, including Ukraine and Mongolia
Project Budget : EURO 1,600,000
Contractor : POLZUG GmbH
Implementation timetable : June 1998 for 24 months

Background.  Consumer goods, and industrial cargoes from world-wide origins are being
imported into the region, often in ISO containers, but predominately by road with Turkish
and Iranian truckers dominating the market. EU and local companies hold a relatively small
market share and the adaptation and participation of the railways in new business, has been
limited.
At present only a relatively small number of containers move across the Caspian Sea but the
potential demand for intermodal freight operations exceeds 100,000 TEU per year. This
project is an effort to extend the operational assistance provided by TRACECA, eastwards
across the Caspian, basing actions on the analysis and recommendations now to hand.
Much work to introduce new operational practices has been done by previous projects
(Intermodal Transport analysis, the Trans Caucasian Logistic Express organised as part of
the Caucasus Rail infrastructure project, and the Tariffs and Timetables project which has
encouraged local operators to propose the creation of a jointly held intermodal operating
company.

Objectives.  The goals of the project are : (i) to promote the use of the full TRACECA
corridor for intermodal transport by the refinement and implementation of a business
strategy for provision of a modern intermodal service and the establishment of an agency or
agencies for the marketing and operation of such services ; (ii) to set up such an agency as a
joint venture or other effective agreement, preferably including an EU partner ; (iii) to run a
pilot service to test and refine the concepts and to inject established EU intermodal practices
at operational level; and (iv) to provide training in all aspects of intermodal transport.

Key Issues.  There is a need to select origin-destinations and frequencies for pilot services,
in conjunction with the national rail operating companies and their clients, and to negotiate
with rail operating companies to establish the modus operandi of the pilot. The establishment
of a marketing, financial and operational plan is needed that will include the legal structure
and ownership of such an entity. There needs to be close association with the Caspian Sea
Shipping Company, ports, road hauliers, forwarders, and any other participants, to establish
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longer term arrangements with the rail companies and to provide assistance in the
establishment of a permanent operating company.
The implementation of the pilot train service is proving to be a particularly challenging
assignment. A key activity is the identification and generation of demand, as well as
obtaining the support of the involved authorities.

23. International Road Transport Transit Facilitation

Geographic Focus: All the TRACECA States, including Ukraine, Moldova and
Mongolia

Project Budget : EURO 2,800,000
Contractor : Scott Wilson / Freight Transport Association, NEA
Implementation timetable : August 1998 for 18 months

Background.  The break up of the FSU left the NIS to establish new customs authorities
and border crossing procedures for international road transport. Several bilateral agreements
have been negotiated to regulate access to the market for cross-border trucking, mainly on
the basis of quota systems. This situation is promoting inefficiency. Meanwhile, nine out of
eleven TRACECA countries have become contracting parties to the Customs Convention on
the International Transport of Goods by Road (TIR Convention), which provides a
mechanism for simplifying customs procedures for goods transiting by road. Moreover, five
TRACECA country associations are now authorised by the International Road Union (IRU),
the official administrator of the system, to issue TIR carnets. However, the TRACECA
countries have yet to adhere to the European Agreement on the Transport of Dangerous
Goods by Road (ADR), and drivers and managers need to get the related training.
Finally, in order to haul goods to and from the EU, transport operators need to obtain a
Certificate of Professional Competence, based on their good repute, professional competence
and financial capacity to be allowed to offer services on the market.

Objectives.  This project was developed in collaboration with the IRU, with the objective
to boost trade, to reduce delays at border crossings, to avoid customs fraud, and to improve
the international competitive position of the beneficiary state operators. These efforts should
be co-ordinated with competent international bodies, the customs authorities, the Ministries
of Transport and the operators’ professional organisations, through training agencies.

Key Issues.  This project addresses five issues :
•  review of the existing national legislation, adherence to existing international

conventions, the legal status of present training and licensing schemes, existing
bilateral agreements;

•  training for professional operators (identification of training institutional infrastructure
and partner training agencies; negotiation of national agreements between the parties
involved; market survey of the training needs and supply; design of curricula; training
actions, including provision of physical equipment; training of trainers and
management of training centres; follow-up support);

•  adherence to the TIR and ADR by those countries which have not completed
formalities (assistance in the introduction of relevant documents; provision of advice
and model agreements, establishing contractual arrangements between customs and
national guaranteeing associations);

•  pilot computerisation of the system to implement SAFETIR at the inland terminals (in
collaboration with the IRU);

•  procurement of the equipment necessary for the preceding.



39

24. Traffic Forecasting and Feasibility Studies

Geographic Focus: All the TRACECA States, including Ukraine, Moldova and
Mongolia; with focus on the Caspian Sea region

Project Budget : EURO 2,000,000
Contractor : BCEOM / HPTI, NEA, Port de Marseille, TYPSA,

Uniconsult
Implementation timetable : August 1999 for 18 months

Background.  The TRACECA Working Groups and projects carried out previously have
developed themes and identified opportunities such as : (i) creation of a traffic database,
including forecasts; (ii) set-up of a new Caspian Shipping Line, competing with the Caspian
Shipping Company based in Baku; (iii) rehabilitation of the rail ferry terminal in the port of
Aktau, Kazakstan; (iv) improvement of the navigation channel for the port of Turkmenbashi,
Turkmenistan; (v) survey on the transport of crude oil and oil products on the Caspian Sea.
These issues are prerequisites for the development of transport links across the Caspian Sea
– both rich in mineral resources and a bottleneck for east-west transport in the region -, and
for the attraction of funds by IFIs or private investors.

Objectives.  The goals of the project are : 1) creation of a traffic database, including
forecasts; this would both reanimate and sustain the Regional Traffic Database and
Forecasting Model developed previously, and serve as input for the other project
components; 2) improvement of transport links on the Caspian Sea, in order to provide better
access to EU and world markets for the landlocked countries in Central Asia, in particular
for the export of mineral resources in the Caspian Sea and agricultural products in Central
Asia; the improvements envisaged here are (i) creation of a new Caspian shipping line,
(ii) rehabilitation of the rail ferry terminal in Aktau, Kazakstan for services to Baku,
Azerbaijan, (iii) improvement of the navigation channel in Turkmenbashi port, Turkmenistan
and (iv) rehabilitation of the oil terminal in Dubendi, Azerbaijan.

Key Issues.
Traffic Forecasting

•  Establish systematic multi-modal data collection in the format of the existing
TRACECA database (road, rail and maritime).

•  Carry out any additional site surveys to fill in or verify the data sets.
•  Establish a centralised or dispersed permanent database with systematic linkage and

access for the region, on a sustainable basis.
•  Carry out traffic modelling studies as required by the feasibility studies below.
•  Carry out a structured programme of training in transport database design and

management.
•  Encourage regional collaboration and delegate work to local institutions.

Feasibility Studies
(i) New Caspian Shipping Line

•  Carry out detailed surveys (origin-destination, tariffs, etc.) of all present Caspian Sea
traffic. Seasonal and other exceptional variations are taken into account. Non-
TRACECA O/D are covered, such as transit through the Volga-Don and Iranian ports.
The major shippers such as oil companies are interviewed.

•  Carry out a detailed investigation of the technical conditions for navigation on the
Caspian and Volga-Don (ports, vessels, waterways, etc.). Use existing sources and
augment as necessary with site investigation. Investigate the position of all present
operators on the sea. Investigate the regulatory environment, state cargo quotas, tariff
regulations, charter rates, and other local parameters of bearing.

•  Investigate the intentions, and possibilities, of existing companies and new operators
who might be attracted to the market (states, private, EU, etc.).
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•  Develop the most feasible options for the establishment of new lines. Report in detail
a proposed business plan, indicating the most potentially profitable programme to
establish any such line (market segments to be served, procurement of fleet, staffing,
registration, financing, etc.).

•  Discuss in detail the development of the business plan with local interested operators,
such that they might adopt the plan if appropriate. Likewise, discuss in detail the plan
with interested development banks who might wish to invest.

(ii) Rehabilitation of the Rail Ferry Terminal in the Port of Aktau, Kazakstan
Investigate and report on:

•  the demand for the service, including detailed O/D studies of existing traffic across the
Caspian Sea;

•  the probable investment costs, operating costs and revenues;
•  the availability and willingness of ferry operators to serve the port.

Recommend:
•  the preferred technical alternative to reopen the terminal;
•  the institutional structure for ownership and operation of the terminal.

(iii) Improvement of the Navigation Channel in Turkmenbashi Port, Turkmenistan
Investigate and report on :

•  the existing depths of the channel;
•  the historic records of channel depths, local operators and consultants’ reports;
•  past and current dredging practice;
•  the current equipment for dredging at the disposal of the port;
•  channel marking issues (buoys, lighting, etc.).

Recommend :
•  a channel maintenance plan, using as far as possible the existing resources at the

disposal of the port;
•  an investment plan or schedule for items not at the disposal of the port and essential to

continued operations.
The recommendations should take into account fluctuations of the Caspian Sea, and offer a
similar factor of security for future operations, as has been the basis of the port
reconstruction currently planned
(iv) Rehabilitation of the Oil Terminal in Dubendi, Azerbaijan

•  forecast the transport of crude oil and oil products on the Caspian Sea;
•  make an in-depth evaluation of the available infrastructure (storage, maritime

transport, filling and emptying of vessels and reservoirs);
•  make bankable specific feasibility studies for the oil terminals at Dubendi (near Baku,

Azerbaijan), Aktau, Kazakstan (berths 4, 5 and 8) and Turkmenbashi, Turkmenistan,
comprising technical and financial analysis of total rehabilitation (at long term),
intermediate rehabilitation (medium term) and urgent rehabilitation (short term).

25. Inter-Governmental Commission for the Implementation of a
Multi-Lateral Agreement on Transport

Geographic Focus: Signatory States to the TRACECA Multi-Lateral Agreement
Project Budget : EURO 1,100,000
Contractor : AXIS
Implementation timetable : 14 months

Background.  On September 8, 1998 a Multi-Lateral Agreement (MLA) on International
Transport was signed in Baku by 12 States : Armenia, Azerbaijan, Bulgaria, Georgia,
Kazakhstan, Kyrgyzstan, Moldova, Romania, Tajikistan, Turkey, Ukraine and Uzbekistan.
The MLA consists of the "Basic Multilateral Agreement on International Transport for the
Development of the Transport Corridor Europe-Caucasus-Asia" and Technical Annexes on :
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•  international rail transport,
•  international road transport,
•  international commercial maritime navigation,
•  customs procedures and documentation handling.(iv)

The goals of the Basic Agreement and its Technical Annexes are as follows:
•  development of economic relations, trade and transport communication in Europe, the

Black Sea region, the Caucasus, the Caspian Sea region and Asia;
•  ensuring access to the world market of road, rail transport and commercial navigation;
•  ensuring traffic security, cargo safety and environment protection;
•  harmonisation of transport policy and legal structure in the field of transport;
•  creation of equal conditions of competition for transport operations.

 Objectives. The basic agreement calls for the establishment of an Intergovernmental
Commission and Permanent Secretariat to administer and promote the agreement and its
technical annexes. The permanent establishment of the secretariat should be conditional on the
ratification of the agreement by sufficient states to give it realistic chances of success. So far,
eight of the twelve signatory States have ratified the Agreement.
The objective of the present consultancy mission is to establish and to support the activities of
such an Intergovernmental Commission and Permanent Secretariat for one year. The role of
the Consultant for this project is to provide the initial organisational support to establish the
Intergovernmental Commission and to provide expert professional assistance in the domain. A
first meeting of the Intergovernmental Commission is planned in March 2000.
 This assignment will be followed by a similar 12 months project to ensure continuity.

Key Issues. According to the MLA, the IGC shall formulate decisions for adoption by
the contracting Parties and appropriate recommendations on questions within the Basic
Agreement, including the following subjects :
•  co-ordination of transport policies;
•  ensuring the enforcement of the provisions of the Basic Agreement;
•  collection and free exchange of relevant information;
•  harmonious development of transport between the Parties, taking into account primarily

traffic safety, goods security and environmental aspects involved;
•  promotion of co-operation between transport enterprises and institutions;
•  promotion of multi-modal transport;
•  simplifying customs procedures and practices which are to be applied at established

crossing points.
 While the principal role of the Intergovernmental Commission will be to administer the basic
agreement, it should also serve as a regional consultative body for trade and transport issues.
The opportunity should be taken to create parallel National Facilitation Commissions in each
of the participating states to reinforce the work of the Intergovernmental Commission at a
local level and to facilitate local consultation.
 The Intergovernmental Commission will require a permanent secretariat and also represen-
tation in each participating state at a high level in government. The Intergovernmental
Commission will comprise the Chairmen of National Commissions and specialised Working
Groups for the technical annexes on road, rail, maritime and customs issues.
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II. Investment Projects

1. Rehabilitation of the Caucasian Railways

Geographic Focus: Republic of Armenia, Azerbaijan Republic, Georgia
Project Budget: EURO 5,000,000
Contractor: Several contractors
Implementation timetable: October 1995 through June 1996

Background. The intense use of the Caucasian railways under the EURO 204 million Food
Aid operation, financed by the European Commission, has led to the exhaustion of their
rolling stock and rail tracks. Nearly 800,000 tonnes of food supplies were delivered between
December 1994 and May 1995, representing 92% of the goods hauled by the railways over
this period. This generated an urgent need to restore the rail tracks and to make capital
repairs to the rolling stock.

Objectives. The overall aims of this project were :
•  to ensure that food aid would be distributed as efficiently as possible and with minimum

losses;
•  to complement planned TRACECA projects in the area of transport, in particular the

EURO 1.2 million Railways Infrastructure Maintenance project and the EURO 700,000
Rolling Stock Maintenance project;

•  to promote regional trade in the Trans-Caucasus by rehabilitating an essential part of the
regional transport network.

This project had the following specific objectives :
•  the repair of rail track in Georgia;
•  the reconstructiona and rehabilitation of rolling stock workshops in Armenia;
•  the reconstruction of a strategic rail bridge at Poyle, Azerbaijan.

Key Issues and Achievements.  The project helped support the rehabilitation of the
Caucasian railway system by :
•  procuring wooden and concrete sleepers, rail tracks and contact cables for the 27 km

section Kashuri-Zestasoni in Georgia;
•  reconstructing and rehabilitating a wagon repair workshop and a locomotive workshop

in Gumry, Armenia;
•  rehabilitating the 213 m rail bridge at Poyle on the Kura river (Azerbaijan), which is a

key rail link between Georgia and Azerbaijan.

2. Rehabilitation of the Red Bridge and Construction of
the TRACECA bridge

Geographic Focus: Azerbaijan Republic and Georgia
Project Budget : EURO 2,500,000
Contractor : Azermost, Khidmsheni JSC
Implementation timetable: March 1997 through October 1998

Background.  The Red Bridge is an existing masonry arch bridge that is on the border
between Azerbaijan and Georgia. It is the principal road link between these two countries
and is reputed to date partially from the 12th century. At the time of the dissolution of the
FSU a new bridge was under construction. This project was intended to finance completion
of this new bridge, to carry out preservation works on the existing bridge, to build associated
border crossing posts and access roads, and to extend the nearby Tauz rail bridge in
Azerbaijan to establish double track rail operation at this bottleneck.
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Objectives.  The goals of the project were: (i) to inspect the old bridge and carry out
renovations necessary to preserve it both functionally and as a historic monument; (ii) to
appraise the partially completed new TRACECA bridge and to complete construction of the
bridge and its approach roads; (iii) to double the Tauz rail bridge; and (iv) to construct the
Azeri and Georgian border posts.

Key Issues.  The development of the petroleum industry in the Caspian Sea will require
the movement by road of oversize loads which cannot be transported by rail. The condition
of the existing road bridge is such that even normal traffic risks causing severe structural
damage.

Achievements.  The performed works are : (i) site preparation; (ii) establishing the quality
of the existing works, components and materials to hand; (iii) deciding on the exact nature of
remedial works required, and initial implementation; (iv) the construction of approach roads
and drainage works; (v) the procurement of Ukrainian pre-cast units for the new bridge.
The doubling of the Tauz Bridge by Azermost was finished on 29 October 1997 and the
construction of the new TRACECA Bridge was completed by Khidmsheni JSC on
13 October 1998.

3. Bukhara Cotton Export Distribution Centre

Geographic Focus : Republic of Uzbekistan
Project Budget : EURO 2,000,000
Contractor :  Comint, Ferrostahl, Hold Trade, Hyster, Kalmar,

 PlanMarine
Implementation timetable : February 1998 through February 1999

Background.  Uzbekistan produces approximately 1.2 million tonnes of cotton per year, of
which about 1 million tonnes are exported. This represents around 16% of total world
exports. Cotton is the main source of export earnings for Uzbekistan, as well as being a
major source of employment. Prior to independence practically all Uzbek cotton was traded
through Moscow. Now Uzbekistan is attempting to diversify its export routes and a
Government decree has imposed a minimum quota on export of cotton along the TRACECA
route to the port of Poti on the Black Sea. For 1997 the quota is 100,000 tonnes, of which
30,000 tonnes should be containerised with a plan for 100,000 tonnes in containers by the
year 2000.

Objectives.  To assist in the creation of a logistics centre to support export shipments along
the TRACECA route. Component parts include the provision of infrastructure and
warehousing by the Uzbek enterprises concerned, while mobile equipment for handling bales
and containers will be provided by this TRACECA project.

Key Issues.  Cotton is presently exported in bulk to ports such as Riga and Poti,
warehoused at the ports and shipped on as required by buyers. Ultimately it would be more
advantageous to all concerned for the cotton to be stored in Uzbekistan until required and
then shipped by container directly to the end user.
Bulk shipment of cotton results in unacceptable losses through bale breakage.
An existing warehouse facility is to be adapted to the cotton trade. The function of the centre
will be to collect bales from gins, store them, allow inspection of cotton by international
buyers, provide testing and grading facilities to international standards and condition and
load for export. TRACECA will provide the mobile mechanical equipment for container
stuffing and loading.

Achievements.  Container traffic into Central Asia is at present unbalanced, with the
number of containers arriving exceeding those leaving. The centre will allow this imbalance
to be corrected. The “Intermodal Service and Training” project is now attempting to ship
containerised cotton from the Bukhara Cotton Export Distribution Centre to Hamburg.
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4. Container Services between Baku and Turkmenbashi

Geographic Focus: Azerbaijan Republic and Turkmenistan
Project budget : EURO 2,500,000
Contractor : GABEG
Implementation timetable: February 1998 through February 1999

Background.  The Ports of Turkmenbashi and Baku are the main seaports of Turkmenistan
and Azerbaijan and occupy key strategic positions on the transport links across the Caspian
Sea. They are potential bottlenecks in the efficient development of container traffic along the
TRACECA corridor. Studies show that most container traffic for Central Asia uses the more
northerly Russian route and a high volume of freight suitable for containerisation is being
transported by road through Iran.

Objectives.  The goals of the project were: (i) to improve container handling facilities at
Baku and Turkmenbashi; (ii) to maintain and improve vessels linking the two ports; and
(iii) to assist in restructuring the management of the respective ports and shipping lines.
This project is a precursor to actions of the EBRD that is funding investment in the ports of
Baku and Turkmenbashi by loans to the respective Governments of USD 18 and 20 million.

Key Issues.  Only a few containers a year cross the Caspian Sea, while the potential
demand is estimated to be 100,000 TEU/year (one 20-ft container is a TEU). The main
reason for this disparity is given as the lack of adequate handling facilities at the two ports
and the unsuitability of the vessels that serve them.
There are four main components to this project: (i) procurement actions; (ii) creation of the
terminal management units to run these terminals such that the interests of all port users are
equally taken into account; (iii) repair of ferries (certain critical parts will be supplied to
allow the recommissioning of ferries presently inoperable and the adequate maintenance of
vessels currently in use); and (iv) container barges. The possibility of adaptation of a barge
to provide a specialised container service has been proposed. To achieve this, spare parts and
recommissioning works are to be provided.

Achievements.
Turkmenbashi
The civil works in Turkmenbashi were finished in the autumn of 1998.

Baku
The following works were performed : (i) part of the yard surface was raised temporarily;
(ii) warehouse No. 5 was adapted to a container freight station; (iii) spare parts for the
rehabilitation of cargo handling equipment was supplied and handed over to the Port and
implemented by them; (iv) container operations facilities were supplied; (v) training and
technical assistance were provided for the development of a management structure for
container terminal operations; (vi) spare parts were supplied to the Caspian Shipping
Company for rehabilitation of ferries.

5. Design and Construction of a Rail Ferry Facility in the Port of
Poti (Georgia)

Geographic Focus: Georgia
Project Budget: EURO 3,400,000
Contractor: Athena Hellenic Engineering
Implementation Timetable: February 1998 through April 1999

Background.  In order to develop the TRACECA idea it is necessary to link the
TRACECA route with the Trans-European Networks (TEN) and in particular TEN-9. The
broad aim of this project was to help Georgia and its hinterland countries to diversify and
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improve their access to international markets by supplying and improving multi-modal and
container handling facilities for a recently established ferry service between the Ukrainian
port of Ilyichevsk and the Georgian port of Poti. A computer system would support the
efficiency and commercial attraction of such improvements.

Objectives.  The overall objective of this project was to promote the full use of the
TRACECA corridor for rail and road transport and its interlinkage with the TEN-9. A
parallel objective is to promote the activities and interests of the EBRD by financially
supporting start-up operations that positively effect the loan projects under discussion or
consideration.

Key Issues.  TRACECA has made grant funds available for the establishment of: a ferry
cargo movement computer system, improvement to the infrastructure of the existing rail
ferry terminal, the design and construction of additional facilities and the supply and delivery
of cargo and containers handling equipment. It has also supplied handling facilities in the
port that allow the loading and discharging of rail wagons and other wheeled cargo from the
Ilyichevsk ferry via a shore ramp to create a continuous rail link between Europe and Asia
via the Caucasus. This includes a new rail line connection between the rail ferry ramp and
the nearest marshalling yard.
Achievements.  Railway construction material was supplied. A combined road and rail
ferry ramp and associated civil works were designed, constructed and installed. A lorry park
was designed and established, including the installation of utilities and the design and
erection of a combined garage/office building. A traffic area was designed and surfaced, and
a rail level crossing was constructed. The rail ferry terminal was inaugurated mid-April, in
the presence of the Presidents of Georgia, Ukraine and Azerbaijan and of high-level
representatives of the EC Programme.

6. Improvement of the Existing Rail Ferry Terminal and Design and
Construction of Additional Facilities for the Port of Ilyichevsk

Geographic Focus: Ukraine and Georgia
Project budget: EURO 6,400,000
Contractor : COSMAR
Implementation Timetable: July 1998 through January 2000

Background.  After discussions between the Ukraine and Georgia, a rail ferry service
between the port of Ilyichevsk near Odessa and the port of Poti was inaugurated at the end of
last year. The service extends the existing service between Ilyichevsk and Varna. Two rail
ferries are in service on the Poti - Ilyichevsk route. They have a capacity of 108 rail wagons
as full complement, but can also carry trucks and cars if the full rail complement is not
utilised.
As the provision of rail ferry facilities in Poti was the subject of a parallel project, it became
imperative to improve the ferry terminal facilities as well as the rail interface in Ilyichevsk to
avoid the Ukraine side becoming the new bottleneck.

Objectives.  The overall objective of this project was to promote the full use of the
TRACECA corridor for rail and road transport and its interlinkage with the TEN-9. A
parallel objective was to promote the activities and interests of the EBRD by financially
supporting start-up operations that positively effect the loan projects under discussion or
consideration.

Key Issues.  TRACECA has made grant funds available for the establishment of: a ferry
cargo movement computer system, improvement to the infrastructure of the existing rail
ferry terminal, the design and construction of additional facilities and the supply and delivery
of cargo and containers handling equipment.
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The project improves the railway connection with the ferry berths, rehabilitates part of the
ferry marshalling yard, rehabilitates the ferry ramp, provides a lorry park and improves
office facilities.
The project also assists the ferry company in upgrading their vessels’ safety standards,
allowing them to carry additional types of hazardous goods in anticipation of an increase in
the traffic in liquid petrochemical products carried in rail tank wagons to Europe.

Achievements. Railway construction material was supplied. Two rail ferry ramps were
rehabilitated. A cargo stowage area (lorry park) was designed and constructed, including
installation of utilities. A hazardous goods stowage area was provided. A rail connection
between the main rail line and the lorry park was designed and constructed. The access road
was surfaced. The office building was refurbished. An equipment garage was provided. The
safety installations of a rail ferry were upgraded to allow transport of hazardous goods in
tank wagons below deck.

7. Establishment of a Ferry Cargo Movement Computer System and
Supply and Installation of Computers and Communication
Equipment for the Ports of Ilyichevsk (Ukraine) and Poti (Georgia)

Geographic Focus: Ukraine and Georgia
Project budget: EURO 1,500,000
Contractor: Computer Solutions
Implementation timetable: January 1998 – July 1999

Background.  During the joint BSEC/TRACECA Conference held in Tbilisi on 8 and 9
April 1997, and in the framework of the linkage of Pan-European Transport Corridors with
the TRACECA route, Ukraine and Georgia have asked for an improvement of the maritime
connection between the Black Sea ports of Ilyichevsk and Poti. In establishing a Ro/Ro Rail
Ferry between both ports, the link between Crete Corridor IX and the TRACECA Route will
be initiated. State-of-the-art ferry operation, conform to international standards will
necessitate a ferry cargo movement computer system in both ports, including computer and
communication equipment.

Objectives.  The objective of this project was to supply to the ports of Ilyichevsk and Poti a
dedicated and easy-to-use ferry cargo movement information system, to supply and install
the necessary computer and communication equipment and to train the ports’ staff in the use
of the system. The two ports concerned, the ferry company and their clients were thus
supplied modern, purpose-made software and modern computer and communication
equipment of the highest international quality, and will be able to satisfy their clients’
requirements.

Key Issues.  The implementation of the present project was partly dependent on that of
two related projects: the improvement of the existing rail ferry terminal and the design and
construction of additional facilities for the port of Ilyichevsk, and the design and
construction of a rail ferry facility in the port of Poti. As the former project started several
months later than foreseen, and the latter incurred a delay of a few months, part of the
present project was delayed (installation and start-up support). The computer and
communication equipment has been supplied and accepted by the recipients though, the
ports’ staff have received adequate training in the contractor’s home office (The
Netherlands) and the training and technical assistance for the Independent Ferry Terminal
Operating Unit have been provided successfully.
After discussions between the Ukraine and Georgia, a rail ferry service between the port of
Ilyichevsk near Odessa and the port of Poti was inaugurated at the end of last year. The
service extends the existing service between Ilyichevsk and Varna. Two rail ferries are in
service on the Poti - Ilyichevsk route. They have a capacity of 108 rail wagons each as full
complement, but can also carry trucks and cars if the full rail complement is not utilised.
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These ferries currently carry large numbers of tank wagons to supply Ukraine with oil from
the Caspian Sea area.
As the provision of rail ferry facilities in Poti is the subject of a parallel project, it became
imperative to improve the ferry terminal facilities as well as the rail interface in Ilyichevsk to
avoid the Ukraine side becoming the new bottleneck.

Achievements.  An integrated soft- and hardware package was supplied on a turnkey basis
and installed in the appropriate locations in the ports of Ilyichevsk and Poti. The operations
staff was instructed for competent use and start-up support was given. The system processes
and transfers commercial and transport-related data and documents concerning the ferry
service between the two ports involved and between all other participating entities.
Additionally, assistance was given to the port of Ilyichevsk with training and technical
assistance in the conceptualisation and creation of an independent ferry terminal operating
unit (IFTOU).

8. Cargo and Container Handling Equipment for the seaports of
Baku (Azerbaijan), Turkmenbashi (Turkmenistan), Poti (Georgia)
and Ilyichevsk (Ukraine)

Geographic Focus: Republic of Uzbekistan, Azerbaijan Republic, Turkmenistan,
Georgia and Ukraine

Project budget: EURO 5,825,000
Contractor: Comint, Ferrostahl, Hold Trade, Hyster, Kalmar,

Plan Marine
Implementation timetable: December 1997 – August 1999

Background.  Since its very start, the TRACECA programme has invested in developing
intermodal transport : EURO 4,500,000 on technical assistance, EURO 5,000,000 on
improving container services between the Caspian Sea ports of Turkmenbashi and Baku, and
EURO 15,000,000 on establishing a rail ferry service between the Black Sea ports of Poti
and Ilyichevsk.
The Uzbek government has committed itself to ship a minimum quota of 100,000 tonnes of
cotton through the port of Poti in the year 1997, of which 30,000 tonnes in container. By the
year 2000, no less than 100,000 containerised tonnes of cotton are to be shipped through
Poti. Following that commitment of Uzbekistan, TRACECA has previously invested EURO
2,000,000 directly on developing the Bukhara Cotton Export Distribution Centre.

Objectives.  The objective of the present project was to supply the Caspian Sea ports of
Turkmenbashi and Baku and the Black Sea ports of Poti and Ilyichevsk with vital cargo and
container handling equipment. This equipment will enable the recipients to deal with
increasing volumes of general cargo, containers and Ro/Ro shipped in the intermodal
transport corridor Europe - Caucasus - Central Asia. This equipment was urgently required
for cargo and container handling, storage and train-ship transfer.

Key Issues.  Visits to ports and intermodal platforms throughout the TRACECA region, as
well as feasibility studies have led to a list of priority supplies of equipment in various
locations. The present project was intended to supply this equipment, install it on-site and
provide start-up support and training in its operation and maintenance. The equipment
needed to be adapted to local circumstances (site layout, other equipment, dimensions of
boxes, climate) and easy to operate and maintain. After-sales service and adequate
instruction manuals in Russian are vital.

Achievements.  All equipment has been delivered, installed on-site and accepted by the
recipients. Start-up support and training in operation and maintenance have been provided.
As volumes of handled traffic increase throughout the TRACECA region, the equipment is
being put to use and is proving efficient and reliable.



48

9. Rail Tank Wagon Cleaning Boilers (Baku)

Geographic Focus: Azerbaijan Republic
Project Budget: EURO 475,000
Contractor: Noviter Oy
Implementation timetable: June 1999 through December 1999

Background.  There is only one steam cleaning station for rail tank wagons in the
Transcaucasian area, at Baladjar, in the neighbourhood of Baku (10 km north of the centre of
the city). Operating since 1938, this unit, which is essential for the efficient movement of
crude and refined oil transport by rail tank wagon has been in operation since August 1996
with a makeshift (1954 vintage) steam boiler producing only 2 tons of steam per hour.
An additional five boilers capable of producing the necessary steam stopped functioning due
to furring-up and lack of maintenance in 1995. There were also supply difficulties in
obtaining spare parts between 1990 and 1995 due to a combination of war, embargoes and
the suspension of Russian contracts.
The replacement of these boilers is an absolute priority in order to guarantee the increasing
transportation of oil products. In the year 2000, it is forecast that 100,000 tank wagons a year
will need cleaning.
In 1996, the Azerbaijan Railways purchased 2 Canadian boilers of 8 tons steam per hour
each. They are in the process of being installed but will not be sufficient to meet the
increasing needs as described above. As the Azerbaijan Railways do not have funds
available to complete the equipment a further 3 gas/diesel boilers of similar capacity should
be purchased. The Azerbaijan Railways invoice oil companies 100,000 Manat (24 USD) for
each tank wagon cleaned. This revenue will allow the Azerbaijan Railways to benefit from
the income generated by the transit of Kazakh oil. These investments on the railway will
finance on the short term the transportation of Azerbaijan oil products. At the moment, there
is no income from Azeri oil .

Objectives.  The objectives of the project were: (i) purchase of 2 gas/diesel boilers of 8 to
10 tons steam/hour each; (ii) transportation and installation of these boilers at the Baladjar
site; and (iii) training of Baladjar railway staff for operations and maintenance.

Key issues.  Supply and installation of 2 boilers of 8 to 10 tons steam/hour each gas or
diesel power is required. Training for operation and maintenance of boilers were to be
provided by the supplier. Foreseen within the budget also were procurement activities
including the organisation of tenders, the control, co-ordination and supervision of the
supplies.
This project is linked to other TRACECA projects, notably :

(i) Caucasus Railways Restructuring, which was intended to facilitate EBRD investment
in the rail sector in Georgia and Azerbaijan, and to establish a programme for the long
term development of these railways, both physically and institutionally.

(ii) Railways Infrastructure Maintenance.

Achievements.  The Azeri Railways prepared the washing plant for the installation and
functioning of the boilers. The boilers were installed and commissioned in the autumn of
1999. The staff operating and maintaining them were trained accordingly.

10. Intermodal / Terminal Equipment (Karmir Belur, Chimkent, Aktau
and Bishkek)

Geographic Focus: Republics of Armenia, Kazakhstan and Kyghyzstan
Project Budget : EURO 2,500, 000 (Bishkek EURO 500,000 - Armenia

EURO 1,000,000 - Chimkent/Aktau EURO 1,000,000)
Contractor : Boss Pro Tec, Hold Trade, Plan Marine, Unit Export
Implementation timetable : August 1999 through May 2000
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Background. Container traffic in the FSU comprised mainly small non-world standard
metal box units. As a consequence ports and rail terminals in the TRACECA region are ill-
equipped for handling 20 ft ISO containers and find the more modern and efficient ISO 40 ft
container near impossible to transit or receive. Given the distances between the EU and the
TRACECA region multi-modal transport most certainly has a great future. Since
independence general traffic with the EU has been growing and now represents 27% of
Caucasus international trade and 21% of that of Central Asia (excepting Kazakhstan) and 8%
in Kazakhstan (the largest volume exporter). The potential for container traffic that could use
the TRACECA itineraries is estimated at 80 000 TEU per year or more. Present container
traffic is much lower. Certain problems are institutional but also the handling equipment
throughout the region is very inadequate. Principal physical deficiencies are the inability to
transfer 40ft containers between rail wagons, road trucks, and storage areas. Certain
bottlenecks are already being opened up by current TRACECA actions and planned
investments in ports by the EBRD. Through traffic at the port of Aktau is delayed by the
need to call up a shunting locomotive from outside sources to move wagons serving the port.
Hire charges also bear on the Ports financial viability. Equipment is being supplied
specifically for handling container traffic across the Caspian, and the containerisation of
cotton in Uzbekistan.

Objectives. The object of this present project is to further facilitate the development of
containerised transport by the provision of heavy equipment for container handling. Follow-
up actions are foreseen within the “Intermodal Services and Training” project to address
issues of the organisation of rail operations to best attract and handle container freight. This
project consists of the supply of intermodal/terminal equipment to platforms in three
countries : (i) Bishkek (Kyrhgyzstan); (ii) Karmir Belur (Armenia); and (iii) Chimkent/Aktau
(Kazakhstan). Institutional and commercial aspects are largely covered in other TRACECA
projects.

Key Issues. Discussions with beneficiaries were concluded for the final definition of the
functional requirements of the equipment, the basic training in usage and maintenance, and
delivery of a preliminary stock of spare parts. Demand for such equipment by beneficiaries is
high, and the final schedules of equipment selected was to be matched to most pressing
needs and to the budget. Thereafter followed the preparation of technical specifications, and
procurement activities including the organisation of tenders, the control, co-ordination and
supervision of the supplies. Given the background work already carried out the project
would supply machines of 40 tonne capacity with telescopic spreaders, and associated
equipment for handling 40ft ISO containers. These would constitute the core of the delivery
and the major budget items. Complementary equipment would be supplied according to the
circumstances of each terminal concerned, typically : Bishkek: 1 reach stacker, 4 skeletal
trailer chassis for 40ft containers, 2 PCs for terminal management; Karmir Belur: 2 reach
stackers, 4 forklift trucks for container and wagon stuffing, 4 skeletal trailer chassis for 40ft
containers, 2 PCs for terminal management; Chimkent/Aktau: 1 reach stacker, 4 forklift
trucks for container and wagon stuffing, 6 skeletal trailer chassis for 40ft containers,
1 terminal tractor, 2 PCs for terminal management, 1 shunting vehicle.

11. Supply of an Optical Cable System for Communication and
Signalling to the Railways of Armenia, Azerbaijan and Georgia

Geographic Focus: Republic of Armenia, Azerbaijan Republic, Georgia
Project Budget : EURO 15,000,000
Contractor : Siemens AG / Siemens ATEA
Implementation timetable : 24 months

Background.  The use of optical cable in railway networks has become widespread in
Western Europe, on the main lines in particular. The high performance of this new



50

technology makes it indispensable for modern operation of railways, both from the logistic
and safety points of view.
In the Caucasus, railway traffic has grown exponentially over the last few years. While
container traffic by rail between the Black Sea and the Caspian Sea is increasing fast and
while large volumes of refined petroleum products are exported by rail from the Caspian Sea
area, safety and commercially attractive transit times cannot be guaranteed with the present
inadequate communication and signalling systems of the Caucasian Railways.
Therefore, the Presidents of Georgia, Azerbaijan and Armenia requested EU funding of an
optical cable for communication between 133 stations and signalling of railway tracks within
the framework of the EC DG1 programme ‘TRACECA’.

Objectives.  The project is a west-east link between the Georgian seaport of Poti (Black
Sea) and the Azeri seaport of Baku (Caspian Sea), branching off to the south in Tbilisi
towards Yerevan. The line would thus be a natural extension of the 15 MEURO computer
connection between the Black Sea ports of Illyichevsk (Ukraine) and Poti (Georgia).
Moreover, a state of the art connection of the Republic of Armenia to both the Black Sea
(Poti) and the Caspian Sea (Baku) would be realised, fostering regional co-operation.
The project includes the supply, installation and testing of the equipment, the training of
Railways’ staff and the technical supervision of the works. The linked works are done by the
Beneficiaries’ Railways on their own resources, but under the supervision of the Contractor.

Key Issues. The project is supported by bilateral agreements between Georgia and the
Azerbaijan Republic and between Georgia and the Republic of Armenia, in the broader
context of a future Multi-Lateral Agreement on International Transport between TRACECA
countries.
Two initial obstacles needed to be overcome. First, the national Railwyas had to consent to
co-operate with the Ministries of Post and Telecommunications. Second, the Beneficiary
Governments  had to commit themselves to initiating no parallel optical cable projects.
At first, the optical cable would be exclusively used for railway operations. Later, as the line
becomes fully operational, no less than 80% of its capacity could be used for general
telecommunication purposes (civil telephone lines, television distribution, data exchange...),
thus gradually breaking the present monopolies in the Caucasus’ telecommunications sector.
Similar initiatives, though on a purely commercial basis, are taken in the region : ‘Dokap’, a
computer connection based on microwave technology, the ‘Black Sea Fibre Optic System’
(BSFOCS) and the connection Frankfurt-Shanghai across the Caucasus and Central Asia
(TEA link).
The EBRD considers the project as co-financing by the EC, in the context of its technical
assistance to the development of the transport and telecommunications sectors. Thus, the
launch of two EBRD loans of USD 20 million each to the Georgian and Azeri Railways
respectively, for rehabilitation of their railway infrastructure, was facilitated.
In order to prepare these loans, an EURO 1 million restructuring project for the Azeri and
Georgian Railways was realised within the TRACECA programme.
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III. Planned Projects

Another three technical assistance projects and one direct investment project
are planned for the implementation in the year 2000.



TRACECA  Contractors
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PROJECT CONSULTANT MAIN CONTACT TEL & FAX

1. “Dolphin” project  West-East GmbH
 Niederwahn 52
 D-53804 Much
 Germany

 Mr. W. Schubert  T492245912500
 F492245912501

2. Transport Management
Training

 Nethconsult
 Bezuiden houtseweg 181
 2594AH The Hague
 The Nederlands

 Mr. H. De Leijer  T31703821181
 F31703857902

3. Transport Legal and
Regulatory Framework

 Scott Wilson
 Scott House, Basing View,
Basingstoke
 Hampshire RG21 4JG
 England

 Mr. R. Levett  T441256461161
 F441256816835

4. Maritime Training, Baku Port  HPTI - Ubersee-Zentrum
Schumacherwerder
 D-20457 Hamburg
 Germany

 Capt. W. Arlt  T494078878100
 F494078878178

5. Regional Traffic Forecasting
Model

 W.S. Atkins
 Woodcote Grove
 Ashley Road
 Epsom Surrey
 KT18 5BW England

 Mr. G. Lawson  T441372726140
 F441372740055

6. Road Transport Services
(Caucasus)

 DHV Consultants B.V.
 Laan 1914, 35
 P.O. Box 1399
 3800BJ Amersfoort
 Nederlands

 Ms. E. Van Garderen  T31334682500
 F31334682601

7. Intermodal Transport  BCEOM
 Place des Frères Montgolfier
 78286 Guyancourt Cedex
France

 Mr. J. Caceres  T33130124800
 F33130121095

8. Railways Infrastructure
Maintenance (Caucasus)

 TEWET
 Carmerstr. 2
 10623 Berlin
 Germany

 Mr. Ch. Gleue  T493025465254
 F49303122019

9. Implementation of Pavement
Management Systems

 Kocks Consult GmbH
Stegemannstr. 32-38
 56068 Koblenz
 Germany

 Mr. W. Weiler  T4926113020
 F492611302152

10. Road Transport Services
(Central Asia)

 GIBB Ltd
 Earley House, London Road,
Reading
 Berkshire RG6 1BL
 England

 Mr. D. Giblin  T441734635000
 F441734491054

11. Ferry Terminals: Baku and
Turkmenbashi

RAMBOLL
Oluf Palme Allee, 22
82 ARHUS/ N
Denmark

Mr. H. Hartelius T4589447700
F4589447625

12. Rolling Stock Maintenance  SYSTRA
 5 av. Du Coq
 75009 Paris
 France

 Mr. A. Jouvet  T33140166333
 F33140166189
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 Basingstoke
 Hampshire RG21 4JG
 England

14. Railways Infrastructure
Maintenance (Central Asia)

 DE - Consult
 Oscar-Sommer-Str. 15
 D-60596 Frankfurt am Main
 Germany

 Mr. N. D. Griffiths  T496963190
 F49696319313

15. Joint Venture for the Trans
Caucasian Railways

 TEWET
 Carmerstr. 2
 10623 Berlin
 Germany

 Mr. Ch. Gleue  T493025465254
 F49303122019

16. Railways Tariffs and Timetable  SISIE
 24-26, rue du Cotentin
 75015 Paris
 France

 Mr. J.L. Romanini  T33140711515
 F33140711518

17. TRACECA Co-ordination Team  Tractebel Development
 Avenue Ariane 7
 B-1200 Brussels
 Belgium

 Mr B. Beddegenoots  T3227737509
 F3227738850
 

18. Central Asian Railways
Restructuring and
Telecommunications Studies

 CIE Consult
 Grattan Bridge House
 3 Upper Ormond Quay
 Dublin 7
 Ireland

 Mr. M. Barry  T35317034701
 F35317034725

19. Road Maintenance  FINNROAD Ltd
 Opastinsilta 12A,
 PO. Box 33
 FIN 00521 Helsinki
 Finland

 Mr. B. Karell  T35891545690
 F35891545692

20. Feasibility study of new
terminals in Georgian Ports

 HPTI - Ubersee-Zentrum
Schumacherwerder
 D-20457 Hamburg
 Germany

 Capt. W. Arlt  T494078878100
 F494078878178

21. Restructuring of the Azeri and
Georgian Railways

 GIBB Ltd
 Gibb House - London Rd
 Reading
 Berkshire RG6 1BL
 United Kingdom

 Mr. B. Brent  T441189635000
 F441189491054

22. Intermodal Services
Implementation and Training

POLZUG
Container Terminal
Burchardkai
Bürogebäude 2
D-21129  Hamburg
Germany

Mr. W. Schulze-
Freyberg

T49407411450
F494074114545

23. International Road Transport
and Transit Facilitation (IRU)

Scott Wilson K.
Scott House, Basing View,
Basingstoke
Hampshire RG21 4JG
England

Mr. A. Tite T441256461161
F441256816835

24. Traffic Forecasting and
Feasibility Studies

BCEOM
Place des Frères Montgolfier
78286 Guyancourt Cedex,
France

Mr. P.M. Ringwald T33130124800
F33130121095

 25. Inter-Governmental Commission
for the Implementation of the Mul
-Lateral Agreement on Transport

AXIS
24/26 rue du Cotentin
75015 Paris
France

Mr. J.-L. Romanini T:33140647371
F: 33140647371
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Date Team Member Action Taken

Feb. ‘99 Marc GRAILLE Re-opening of local offices in 3 Caucasian
countries, and of technical library in Tbilisi;
briefing of  local counterparts

Feb. ‘99 Mike SIMS Re-opening of local offices in 5 Central-
Asian countries, and of technical library in
Tashkent; briefing of  local counterparts

Feb. ‘99 Ben BEDDEGENOOTS Re-opening of main office and technical
library in Brussels

Feb. ‘99 Ben BEDDEGENOOTS
& Dominique
FELDHEIM

Briefing of SCR Task Managers D.M.
Maccelli and R. Niemi, new to TRACECA

Feb. ‘99 Dominique FELDHEIM
& Inger DE VOLDER

Update of TRACECA brochure and map

Feb. ‘99 Marc GRAILLE Follow-up of TRACECA project ‘Restruc-
turing of Azeri and Georgian Railways’

Feb. ‘99 Marc GRAILLE Co-operation with World Bank and Azeri
and Georgian Governments on project
definition

Feb.-
Mar. ‘99

Michael SIMS Visits to Port and Intermodal terminal at
Turkmenistan and Almaty to verify delivery
and use of works, and equipment supplied

Feb.-
Mar. ‘99

Sergio MORETTI &
Marc GRAILLE & Koen
COUDERE & Ben
BEDDEGENOOTS &
Inger DE VOLDER

Preparation of technical feasibility study,
environmental impact assessment, technical
specifications, tender dossier, statements of
endorsement for the Caucasus Optical
Cable project; mission of Sergio MORETTI
to the 3 Caucasian countries involved

Feb. ‘99-
ongoing

Marc GRAILLE Follow-up of Tacis National Georgia project
‘TA for Privatisation of Poti Port’

Feb. ‘99-
ongoing

Marc GRAILLE Follow-up of Tacis National Georgia project
‘Port Safety in Poti and Batumi’

Feb. ‘99-
ongoing

Marc GRAILLE Follow-up of TRACECA project ‘Intermodal
Services’

Feb.-Apr.
‘99

Marc GRAILLE &
Vadim TURDZELADZE

Follow-up of TRACECA direct investment
project Rail Ferry Terminal in Poti Port;
Participation in inauguration on April 18 (+
in inauguration of Supsa oil terminal on April
17)

Feb. ‘99-
ongoing

Michael SIMS & Akmal
KAMALOV

Discussions and correspondence
concerning the use of equipment supplied to
Bukhara Cotton Logistics Centre; Links with
Intermodal Services project

Feb. ‘99-
ongoing

Michael SIMS & local
staff

Translation of extracts from HDM3 manual
for direct assistance to Highway
Departments and Institutes; Provision of
supplementary technical notes linked to
Module A of Road Maintenance project

Feb. ‘99-
ongoing

Ben BEDDEGENOOTS Assistance to Task Managers in tendering 3
TA and 2 IP projects of TRACECA
1998/1999
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Mar.’99 Michael SIMS Visit to Bishkek to re-establish office and to
liaise with local interlocutors concerning the
Kyrgyz national transport project and
intermodal equipment supply

Mar.’99 Michael SIMS Visits to Almaty, Astana and Akatu,
concerning Kazak national transport project,
prospection for future projects in the Port of
Aktau, and to re-establish TRACECA
representation in Astana.

Mar.’99-
June.’99

Michael SIMS Meetings with Asian Development Bank in
Astana and Tashkent for identification and
definition of future co-financing project for
Almaty-Bishkek Road.

Mar. ‘99 Marc GRAILLE Programming of Daniel STROOBANTS’ two
weeks mission to the Caucasus

Mar. ‘99 Marc GRAILLE Participation in USAID Caucasus Working
Group; Comments on USAID report on
Caucasus Transport

Mar. ‘99 Vadim TURDZELADZE Presentation of TRACECA at Black Sea
Ports Conference in Poti

Mar. ‘99 Ben BEDDEGENOOTS Mission to Odessa with Capt. W.H. Arlt and
Ms H. Wagner of HPTI (Co-ordination of
Black Sea Rail Ferry Link) for co-ordination

Mar.-Apr.
‘99

Dominique FELDHEIM Upgrade and update of TRACECA website
http:\ww.traceca.org

Mar.-Apr.
‘99

Mike SIMS & Ben
BEDDEGENOOTS &
Marc GRAILLE

Definition of ±10 project proposals for the
TRACECA 1999/2000 budget. Discussions
with beneficiaries, other donors, EC Delega-
tions etc. Retained fiches in Appendix 3.

Mar.-Apr.
‘99

Michael SIMS & Akmal
KAMALOV

Assistance to Uzbek COM for their
Transport Conference scheduled in May

Mar.’ 99-
ongoing

Ben BEDDEGENOOTS Follow-up of Tacis National Mongolia
project ‘Zamyn Uud Transhipment Facilities’

Apr. ‘99 Marc GRAILLE Mission to Washington (World Bank) with D.
Stroobants for project definition in Caucasus
(road sector & Poti Port breakwater)

Apr. ‘99-
June ‘99

Mike SIMS Project definition ‘Kazakh Transport
Corridor’ for TACIS National Programme;
Preparation of TOR in collaboration with
local experts designated by MOTCT;
Extensive liaison with EC Delegation for
finalisation of TOR.

Apr. ‘99 Mike SIMS & Ben
BEDDEGENOOTS &
Eduard KAPLAN

Mission to Kazakhstan (Almaty, Aktau &
Astana) with Capt. W.H. Arlt of HPTI
(Intermodal Services) for project definition
for Aktau Port. Mission report in Annex.

Apr. ‘99 Marc GRAILLE Co-operation with EBRD and Georgian and
Armenian Governments on project
definition.

Apr.‘99-
ongoing

Marc GRAILLE Co-operation with World Bank and EC
Delegation (Tbilisi) on privatisation and
breakwater of Poti Port

Apr.-May
‘99

Dominique FELDHEIM
& Inger DE VOLDER

Update of technical library inventory (for
website and brochure)
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May ‘99 Mike SIMS and Akmal
KAMALOV

Participation / TRACECA co-sponsorship of
Tashkent International Transit conference
organised by Uzbekistan government.

May ‘99 Marc GRAILLE & Ben
BEDDEGENOOTS

Mission to Odessa/Illiychevsk, Moldova &
Kiev : co-ordination of Black Sea rail ferry
link; project identification Moldova/Ukraine;
TRACECA briefing to EC Delegation (Kiev)

May’99 Mike SIMS Visit to Bishkek for Roads Maintenance
project demonstration of FWD equipment
supplied, for discussion of ADB co-financing
of Almaty-Bishkek road, and for CU
concerning national transport project.

May-Jun.
‘99

Ben BEDDEGENOOTS
& Marc GRAILLE

Assistance with tender evaluation (TNAZ
9801, TNREG 9802, TNREG 9803).

June ‘99 Mike SIMS, Vadim
TURDZELADZE, and
Edward KAPLAN

Mission to Aktau Port, with Kazak,
Georgian and Azeri Ministerial delegations
to arrange co-financing of Ferry Terminal
Rehabilitation.

June ’99 Mike SIMS Mission to Dushanbe to re-establish
TRACECA office, and contacts with local
interlocutors.

June ‘99 Marc GRAILLE,
Dominique FELDHEIM
& Vadim
TURDZELADZE

Mission to Bulgaria and Romania.
Presentation of TRACECA at the 2nd Black
Sea Shipping Conference in Varna,
Bulgaria. Follow-up of the MLA with
Ministries of Transport (Bulgaria and
Romania). Visit of the ports of Varna and
Constanza, Romania.

June ‘99 Marc GRAILLE Meeting with DG VII – Mr. M. Mogensen on
collaboration with PETRA.

June-
July ‘99

Ben
BEDDEGENOOTS,
Dominique FELDHEIM
& Marc GRAILLE

Adaptation of tender documents for
Caucasus Optical Cable to latest rules.
Preparation of Financing Memoranda
between the EC and the Beneficiary States.

June ’99
–ongoing

Dominique FELDHEIM Extension of technical library on website
(scanning of main reports) and general
update.

July ‘99 Mamouka Chantladze,
Marc GRAILLE &
Vadim TURDZELADZE

Participation in the 1st Steering Committee
of BSPETRA organised by DG VII.

July ‘99 Co-ordination Team
Caucasus

Mission throughout the Caucasus with Ms
D.M. Maccelli (Batumi, Poti, Tbilisi,
Yerevan, Baku).

July ‘99 Co-ordination Team
Caucasus

Caucasus optical cable – presentation of
Financing Memorandum to Beneficiaries.

July ‘99 Ben BEDDEGENOOTS
& Marc GRAILLE

Preparation of TOR for TRACECA road
project with World Bank and EBRD.

July ‘99 Co-ordination Team
Caucasus

Poti port breakwater – meeting with
Technital and World Bank to discuss
financing.

July ‘99 Co-ordination Team
Caucasus

Co-ordination meeting in Baku with EU
Member States and the EC Delegation for
the Caucasus.
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Aug. ‘99 Mike SIMS Preparation of TOR for TRACECA road
border crossings in Central Asia project with
ADB

Aug. ‘99 Ben BEDDEGENOOTS Mission to Odessa/Illiychevsk : co-
ordination of Black Sea rail ferry link

Aug. ‘99 Ben BEDDEGENOOTS Mission to Mongolia : co-ordination of
Zamyn Uud Transhipment Facility (Tacis
National)

Aug./Sep
‘99

Joseph SCHEERENS &
Johan GAUDERIS

Pre-feasibility study for narrow-gauge rail
ferry terminal in Poti or Batumi

Aug./Nov
‘99

CT Kick-off meetings with Traffic Forecasting
project, Brussels, and on-site

Aug. and
Nov. ‘99

CT Meetings with SCR, Monitors and
Intermodal Project, Brussels

Sept. ‘99 Co-ordination Team
Caucasus

Evaluation  of “Intergovernmental
Commission for the Implementation of a
Basic Agreement on Transport”

Oct. ‘99 Co-ordination Team
Brussels

Evaluation “Feasibility Study for the
Rehabilitation of a) the Road Osh-Sary Tas-
Erkech Tam, and b) the Road Osh-Kyzyl
Kyya-Isfana (Tacis National)

Sept. ‘99 Mamouka CHANT-
LADZE, Marc GRAILLE
& Vadim
TURDZELADZE

Mission of DG X , M. Vantome & WWP
Conception of the synopsis for the
TRACECA Films.

Sept. ‘99 Marc GRAILLE,
Dominique FELDHEIM
& Vadim
TURDZELADZE

Mission to Bulgaria and Romania with M.
Stroobants. Stand  TRACECA at the 1st

Exhibition “Energy to Europe” Bucharest ,
Romania. Follow-up of the MLA with
Ministries of Transport (Bulgaria and
Romania). Visit of the ports of Varna and
Constanza,

Sep. ‘99 Mike SIMS Presentation at the IRF Silk Road
Conference in Tashkent

Sep./Oct.
‘99

Mike SIMS Meetings with MOT, Customs Committees,
and ADB to draw up TOR and obtain SOE
for the Central Asia Border Road Crossings
project.
Kazakhstan, Kyrgyzstan, Turkmenistan,
Uzbekistan.

Sep. and
Dec. ‘99

Mike SIMS Review of Roads Maintenance/PMS
software with beneficiaries on site.
Kazakhstan and Uzbekistan.
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Oct. ‘99 Anar ISMAIL, Marc
GRAILLE & Vadim
TURDZELADZE

Final reception “Border Post”
Azerbaijan/Georgian Border

Oct. ‘99 Mamouka
CHANTLADZE, Marc
GRAILLE & Vadim
TURDZELADZE

Final reception “Red Bridge”
Georgia.

Oct. ‘99 Anar ISMAIL, Marc
GRAILLE & Vadim
TURDZELADZE

Presentation of TRACECA
Caspian Infrastructure Exhibition – Baku

Oct./Dec.
‘99

CT Kick-off and review meetings with IRU
project in Brussels and on site

Oct. and
Dec. ‘99

Mike SIMS Liaison with ADB regional trade and
transport project, Bishkek Tashkent and
Almaty

Oct. ‘99 Mike SIMS Presentation at the UN SPECA Transport
Working Group in Almaty

Oct. and
Dec. ‘99

Mike SIMS Discussions in Turkmenistan on relations
with IGC

Nov. ‘99 Marc GRAILLE Co-ordination meeting in Baku with EU
Member States – Baku

Nov. ‘99 Katchatur MANOU-
KIAN, Marc GRAILLE &
Vadim TURDZELADZE

Final reception civil work on the Karmir
Bellur Containers Terminal – Erevan

Nov.-
Dec. ‘99

Sergio MORETTI Caucasus Fibre Optic Cable – Tender
evaluation and assistance with contract
negotiation

Dec. ‘99 Marc GRAILLE,  &
Vadim TURDZELADZE

Mission to Ukraine
Follow-up of the Illiychevsk project –
COSMAR

Dec. ‘99 Marc GRAILLE &
Dominique FELDHEIM

Presentation of TRACECA
Conference organise by the French SENAT
Paris -

Dec. ‘99 Ben BEDDEGENOOTS Presentation of TRACECA at UIC Seminar
“TRACECA and Railways Telecom”, Paris

Dec. ‘99 Mamouka CHANT-
LADZE, Marc GRAILLE
& Vadim
TURDZELADZE

Mission of DG X M. Vantome, WWP &
TransAtlantic Film.

Dec. ‘99 Anar ISMAIL, Marc
GRAILLE & Vadim
TURDZELADZE

First Mission AXIS – IGC – Baku

Dec. ’99-
Jan. ‘00

Ben BEDDEGENOOTS
& Inger DE VOLDER

Preparation of new TRACECA brochure

Dec. ‘99 Mike SIMS Presentation at International Conference on
Urban Transport, Tashkent

Dec. ‘99 Mike SIMS Co-ordination meeting on Regional
Transport issues with ADB in Almaty

Dec. ‘99 Mike SIMS Finalise draft tender documents for the
Aktau Ferry Terminal Rehabilitation with
BCEOM and MOTCT in Almaty. Draw up
TOR and obtain SOE.
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Jan. ‘00 Anar ISMAIL, Marc
GRAILLE & Vadim
TURDZELADZE

Second Mission AXIS – IGC – Baku

Jan. ‘00 Marc GRAILLE Co-ordination meeting in Baku with EU
Member States and the EC Delegation for
the Caucasus

Jan. ‘00 Ben BEDDEGENOOTS
& Dominique
FELDHEIM

Update of web site & upgrading of maps
and photos on web site – Printing of maps
in A3 format

Jan. ‘00 Mike SIMS Third Mission AXIS – IGC – Tashkent,
Almaty & Astana

Jan. ’00 Marc GRAILLE &
Vadim TURDZELADZE

Mission to Baku and meetings in Tbilisi, with
AXIS, to negotiate dispositions for the first
IGC

Jan./Feb.
‘00

Mike SIMS Visits to Kyrgyzstan, Kazakhstan, to
demobilise CT project and introduce IGC
project with contractor AXIS.

Jan./Feb.
‘00

CT Prepare menu of future projects and Final
Report.

Feb. ‘00 Vadim TURDZELADZE Accompany Minister of Transport of Georgia
to Uzbekistan to present preliminary
documents for Tbilisi IGC meeting.
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MISSION  REPORT  OF  B. BEDDEGENOOTS  -  MONGOLIA,  AUGUST  15-27, 1999

1. Project Data

Title : Feasibility Study & Investment Component for Zamyn Uud Transhipment Facility
Contract : 98-0456.00
Contractor : ETC (subcontractors : Halcrow and Profabril)
Budget : 1 581 430 EURO (of which 1 100 000 EURO for the investment component)
Start Date : April 6, 1999
End Date : April 5, 2000
Manager : Ms D.M. Maccelli

2. Objectives of the Mission

Briefing of Ms Maccelli on project progress and required actions at SCR, in particular for the
1 100 000 EURO investment component.

To this end, Mr. Beddegenoots had to :
! meet the involved parties (Contractor, Tacis CU, NIC1, MID2, MTZ3);
! attend the 2nd Steering Committee meeting;
! visit the site at Zamyn Uud.

3. People Met

ETC : Mr. Ch. Gleue, Project Manager
Mr. V. Xavier, Design  Engineer (Profabril)
Mr. J. Alves, Procurement Expert (Profabril)

Tacis CU : Mr. B. Khurenbaatar, Executive Director
Mr. D. Hepburn, Team Leader

NIC : Mr. S. Enerelt, President
Mr. D. Gansukh, Vice President

MTZ : Mr. Batkhuyag, Deputy Director of Zamyn Uud Railway Station
MID : Mr. G. Batkhuu, Minister

4. Annexes

1. ETC´s request for advance payment, including bank guarantee
2. ETC/NIC cost estimate
3. minutes of meeting with Minister of Infrastructure Development
4. excerpt of ETC´s draft Progress Report, Ch. 5. Project Planning for the Next Reporting Period
5. budgeted input of EU and local staff per work package
                                               
1 Nefti Import Concern; 80% owned by the MID
2 Ministry of Infrastructure Development
3 State Railways; 50/50 joint venture Russia-Mongolia (MID)
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5. Status of the Project - Generalities

The project is vital for the economy of Mongolia, especially in the light of Russia's recent
shortage of oil. For the time being, Russia continues to export oil products to Mongolia, and to
Mongolia alone, but this may change any time. Therefore, for strategic reasons, Mongolia badly
needs China as an alternative supplier of oil products.

The project is well managed, and EU and local staff is competent and committed to the project.

The project manager maintains good working relations with the involved parties.

The feasibility study has advanced on schedule, and the Progress Report will be presented on
time in September.

The investment component struggles with a serious lack of funds, as the estimated cost of circa
5 million EURO exceeds the budget of 1.1 million EURO, and the MID has no funds to finance
the civil works (estimated cost : 1.7 million USD), to which they committed themselves in June
1999. As the project is only economically viable under certain optimistic scenarios, local
investors and IFIs may not be interested in co-financing.

6. Status of the Project – Feasibility Study

By September 20, 1999 the Progress Report will be presented to report on :
! review of the Petroleum Products Logistics Study (World Bank, Beicip Franlab, 1993 -

ready);
! detailed design of Zamyn Uud Transhipment Facility (ready);
! environmental impact assessment (ready);
! economic evaluation (nearly ready).

The design distinguishes two phases : a first to meet the needs in the short and medium term -
even in the most optimistic demand scenarios – and a second phase adequate for the long  and
very long term. The investment component implements the first phase design at minimum cost.

7. Status of the Project – Investment Component

Foreseen Budget for Investment Component

There is a contradiction in the contract about the budget for and the scope of the investment
component, brought to our attention by Mr. Khurenbaatar. The contradiction is found between
Annexes A, B and D.
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Annex A Terms of Reference of the contract, par. 4.4 Global Budget states : `The global amount
for this project will be ECU 1 600 000. Of the global amount, ECU 1 100 000 is allocated to the
equipment. An amount of ECU 500 000 is allocated to the Technical Assistance which is to
include EU and local experts, transport (CIP Zamyn Uud) and installation and training
charges4.` This goes against the Tacis ´Guidelines and Standard Documents on Purchase of
Supplies Financed from Tacis Funds`.

In Annex B Organisation and Methods, the Contractor specifies in par. B.2.2 Approach and
Methodology :
`Work Stream 3000 comprises the purchase and implementation of that part of the necessary
equipment which is to be financed by Tacis. As it may already be predicted today that the
earmarked ECU 1.1 million will not suffice for setting up the entire necessary equipment, a
special focus is to be directed at the sensible selection of the equipment. The aim has to be to
secure the greatest possible benefit, and ensuring that the financing and procuring of other parts
of the transhipment can be fully harmonised with the time schedule for processing the Tacis
financed part, thus enabling an initial partial operation or partial use of the facility.`

Annex D Breakdown of Prices of the contract on the other hand specifies the following amounts :

Budget Line Amount
A. FEES 351 660 EURO
B. Per DIEM 66 070 EURO
C. DIRECT EXPENSES 16 300 EURO
D. REIMBURSABLE EXPENSES
     Travel EU-NIS 21 600 EURO
     Travel within NIS 1 200 EURO
     Equipment (3) 1 100 000 EURO
     Contingencies 15 000 EURO
TOTAL excluding equipment 481 430 EURO
(3) Detailed list to be submitted to the Contracting Authority for prior written approval. Equipment to be

purchased in accordance with EC Guidelines and handed over to the Partner against receipt at the end of
the project.

Article 11 General and Final Provisions of the contract states in point 2 : `The order of
precedence of the Contract documents, in case of any conflict between them, is according to the
above mentioned ranking.` (i.e. Annex A – Annex B - …) However, we convinced
Mr. Khurenbaatar to stick to the breakdown of prices (Annex D), not to the terms of reference
(Annex A). Pushing for a strict application of the ToR would probably lead to a law suit, which
wouldn’t benefit any of the parties.

Design and Technical Specifications

The detailed design has resulted in technical specifications which are nearly completed.
These technical specifications will be integrated in the tender documents in the next stage.
The procurement specialist already made a first visit to Mongolia to prepare the tendering.
                                               
4 the phrase `which is to include ... .` was added at SCR on request of the MID; the draft TOR provided by
the TRACECA Co-ordination Team did not include this part
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Cost Estimates

Three cost estimates are available :
1. World Bank, Beicip Franlab, 1993 : ca. 7 million USD;
2. Engineering Consulting Firms Association, Pacific Consultants International (Japan), March

1999 : ca. 16 million USD;
3. ETC/NIC, August 1999 : ca. 5 million USD.

The first cost estimate is based on a similar design as the third one, but with double storage
capacity. However, the first one only takes the equipment itself into account, whereas the third
one includes engineering, supervision, transport, installation, testing, commissioning, manuals,
training and manufacturers recommended spare parts. The second cost estimate was done after a
rough survey, and is based on the 1993 World Bank report.

ETC/NICs cost estimate is broken down to the following components (see Annex) :

Investment Component Cost Estimate
A. Storage tanks 1 248 000 USD
B. Pumps 214 000 USD
C. (Un)loading arms, including accessories 284 000 USD
D. Piping + metering units 310 000 USD
E. Fire protection 173 000 USD
F. Electric systems 386 000 USD
G. Control and instrumentation 255 000 USD
H. Rail systems5 167 474 USD
I. Civil construction + structures 1 674 500 USD
J. Miscellaneous 419 000 USD
Total 5 130 974 USD

These cost estimates are based on prices in the EU, except for H. Rail Systems, which is based on
local supply only. The cost estimates are based on a detailed design according to international
standards for quality, safety and environmental protection. They exclude transport costs from the
EU to Zamyn Uud, taxes and customs duties6, and owners expenses. On the other hand, they
include engineering, supervision, installation, testing, commissioning, manuals, training and
recommended spare parts.

NIC is at present reviewing the cost estimates for components which can be supplied locally.
The resulting savings are expected to partly compensate for the remaining transport costs.

                                               
5 additional to the 1.2 km wide gauge connection being constructed by NIC at a cost of 150 000 USD
6 procurement to Mongolia under Tacis is exempted from taxes and customs duties
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Need for Co-financing

If the MID funds component I. Civil Construction Structures, and Tacis funds all other
investment components, the whole project can be tendered on a turnkey basis. However, if IFIs or
private investors co-finance it, the project cannot be implemented in this way.
As the Tacis budget is limited to 1 100 000 EURO, such co-financing is unavoidable.

Additional Tacis funds may be drawn from the INOGATE programme.
However, INOGATE is a Tacis Inter-State programme, not including links with China, and the
Mongolian Government so far failed to commit themselves to INOGATE (Umbrella Agreement).
Another possibility would be to use the remaining 286 000 EURO of the contingencies budget of
the 1998/1999 bi-annual Tacis action programme for Mongolia. The Tacis CU could forward a
request of the MID to that end to SCR. This would prove the commitment of  the Beneficiary and
of Tacis, and would cover another 5 % of the required investment budget. Such bilateral
commitment may help convince other donors. However, the Tacis CU is reluctant to sacrifice
their contingencies budget to contribute to an investment project that may never be operational.

If Tacis finances only part of the project, it would probably be best for Tacis to take care of the
storage tanks (1 248 000 EURO + transport costs). These tanks will be built on the site, and are
thus certain to remain there and serve for the Zamyn Uud transhipment facility only. On the
contrary, more mobile components might be taken away from the site to rehabilitate other
facilities of NIC, which is not the purpose of the Tacis project. It should be noted that the
construction of the storage tanks is directly linked to the civil construction and structures, and to
the piping and metering units.

Co-financing by other donors is unlikely to be found in the immediate future, and no formal
commitments were made by any potential co-financing party yet :
! the MID has no investment budget at present, though it may obtain one in the year 20007;
! NIC8 has limited financial possibilities;
! other local investors with financial possibilities have yet to be found;
! IFIs9 are unlikely to invest10 in  a strategic project11 which is economically viable under

certain demand scenarios only;
! Japan may fund the whole project12, which the MID would certainly accept, but then the

project would be in the hands of Japan, and not of Tacis;
! end-June a donors conference took place in Ulaan Baatar, at which 320 million USD were

promised to Mongolia, of which 60% in loans and 40% in grants; part of these promised
funds were related to energy sector projects.

                                               
7 this will only be known by the end of the year
8 on request of the IMF, NIC should be privatised in the near future
9 the ADB financed the renovation of the international airport at Ulaan Baatar; the World Bank identified 4
projects in the railway sector
10 one task of the Contractor is to solicit IFI or private investment (budget : ca. 10 man-days)
11 IFIs will request a sovereign guarantee from the Government to grant a loan
12 Japan would insist on making the design and technical specifications themselves
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Another problem in the case of co-financing is the ownership of the transhipment facility.
The Statement of Endorsement and the Terms of Reference specify the MID as owner, whereas it
is formally agreed between the MID and NIC that NIC would exploit the facility. It is on this
basis that NIC agreed to invest 150 000 USD in the first 1.2 km of wide gauge connection.
However, if other parties would co-finance the project, ownership of the entire transhipment
facility by the MID may not be guaranteed.

Finally, contractually speaking the Contractor only has to procure and implement the 1 100 000
EURO investment component funded by Tacis. In his Technical Proposal (contract Annex B
Organisation and Methods), par. B.2.2 Approach and Methodology, the Contractor states :
`Work Stream 3000 comprises the purchase and implementation of that part of the necessary
equipment which is to be financed by Tacis. As it may already be predicted today that the
earmarked ECU 1.1 million will not suffice for setting up the entire necessary equipment, a
special focus is to be directed at the sensible selection of the equipment. The aim has to be to
secure the greatest possible benefit, and ensuring that the financing and procuring of other parts
of the transhipment can be fully harmonised with the time schedule for processing the Tacis
financed part, thus enabling an initial partial operation or partial use of the facility.`

8. Site visit at Zamyn Uud

Ben Beddegenoots made a visit to the railway station of Zamyn Uud on August 20, 1999, under
the guidance of Mr. Batkhuyag, the Deputy Director of the railway station (see photos).
The station handles circa 15 trains per day, most of them freight trains (containers, general cargo,
dry bulk).

The Deputy Director is keen on the project and prepared to collaborate in every possible way.
A manual of safety standards for railway works, written in Mongolian language, is available at
the Railways in Ulaan Baatar.

They visited the 1.2 km connection track, the site of the new oil transhipment facility, the
container transhipment facility, the general cargo and dry bulk transhipment facilities, and the old
oil transhipment facility. All these facilities are owned by Mongolian Railways (MTZ).

1.2 km connection track
A solid embankment, circa 5 m high, already exists. It supports a narrow gauge track (Chinese
standard) and a gravelled road, part of which will be sacrificed to the wide gauge track
(Mongolian standard).

Site of new oil transhipment facility
NIC already supplied concrete fencing material. The site is cleared, so works can start as soon as
funds are available.
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Container transhipment facility
Japan financed this state-of-the-art facility (cost : circa 50 million USD). Container handling
operations started in 1995. The facilities include : a large concrete paved yard, an office building,
an equipment garage with a small workshop, 2 Kalmar reach stackers (made in Sweden) and 4
light forklift trucks for (un)loading containers13. The wide gauge track lies west of the yard, the
narrow gauge track east. Containers are taken off and put on wagons with a reach stacker, stored
(stacked two levels high), emptied or loaded (with forklift trucks). The facility is working.
The equipment is maintained well, and fully operational.

General cargo transhipment facility
This facility operates as a train to truck terminal, rather than as a train to train transhipment
facility. Cargo is transhipped manually from wagon to truck and vice versa, via a small quay
platform. As in the container transhipment facility, the wide gauge track lies west, the narrow
gauge track east. There is one bridge crane on rails for direct train to train transhipment, but this
is hardly ever used. Last trip containers are used for storage of cargo.

Dry bulk transhipment facility
This facility consists of a large pit for intermediate storage and two bridge cranes on rails. It is
being cleaned at present. When operating, it is mainly used for transhipment of coal.

Old oil transhipment facility
This facility was build in a hurry in 1991-1992, not fully in conformity with Soviet standards for
quality, safety and environmental protection, as the break-up of the Soviet-Union threatened to
interrupt oil supplies from Russia to Mongolia.. It is rarely used. The facility lies close to the rail
track towards the container transhipment facility, and to the passenger station. The Contractor
quickly abandoned the idea of rehabilitating these facilities to meet international standards.

9. 2nd Steering Committee Meeting

The 2nd Steering Committee meeting, scheduled on August 19, did not take place.
However, the Minister of Infrastructure Development met a Delegation of Tacis, ETC and NIC
on Tuesday 24 August. The meeting was prepared with Mr. Khurenbaatar and Mr. Gansukh just
before the meeting. The Minister also had a word on the project with the Prime Minister, Mr. R.
Amarjargal14, the evening before.

The Minister told that the MID is involved in the State Railway company MTZ on two levels : as
an implementing agency of Government policy, and as a 50% shareholder (the remaining 50% of
shares being held by Russia). The MID intends to withdraw partly from MTZ as a shareholder,
thus freeing a budget of 7 million USD. However, the MID would remain the owner of the oil
transhipment facility, which it would lease to MTZ. A decision on this withdrawal would be
made at Government level (Cabinet of Ministers) in the near future. The Tacis CU will receive a
copy of the corresponding resolution. Part of the 7 million USD would be made available by
MTZ in a sequence of instalments.

                                               
13 20”, 40” and non-ISO containers can all be handled
14 replacing the former Prime Minister since begin-August
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With these funds, the MID could finance the civil works (1.7 million USD), the railway
connections (0.2 million USD), the storage tanks (1.2 million USD) and part of the other
equipment (up to 1.0 million USD), in accordance with the design of ETC, based on international
standards, by July 2000. Tacis would fund the  rest of the equipment, to a value of 1.1 or 1.4
million EURO, the latter amount in case the remaining 286 000 EURO contingencies budget of
the Tacis action programme 1998/1999 is allocated to the project. The MID will make a formal
request to that end, which the Tacis CU will forward to SCR. This way, the MID wouldn’t need
to wait for a Government decision on the allocation of the State investment budget for the year
2000.

The Contractor made minutes of the meeting, which were signed by the Minister (see Annex).

Both the Tacis CU and the Contractor are very sceptical about the realism of this proposal15.
In no case will the procurement procedure start before the Tacis CU has seen the corresponding
Government resolution, as well as firm proof that the MID will perform its part of the investment
component conform to a mutually agreed time schedule and technical specifications.

10. Actions Required by the Contractor

In order to implement the investment component, additional funds are required. This implies
three options for the continuation of the project (see excerpt of draft Progress Report in Annex) :
1. Tacis provides additional funds;
2. the MID and IFIs provide additional funds;
3. the project is stopped without implementing the investment component.

1. If Tacis will consider additional funding for the project, the Contractor must prepare a
justification for it. This would involve a request for additional funding by the MID,
forwarded to SCR via the Tacis CU.

2. As soon as the Progress Report is ready (by September 20), including the economic
evaluation of the project, the Contractor shall present it to IFIs such as the World Bank,
Kuwait Fund, Asian Development Bank and JICA. As the civil works (responsibility of
the MID) and instalment of equipment cannot start before spring, a time suspension
during winter is required, as well as a time extension. The Contractor shall justify this,
including the financial implications. During the suspension period, the MID in co-
operation with the Tacis CU should follow-up on co-financing. After winter,
the Contractor resumes work to implement the investment component.

3. As soon as the Progress Report is ready (by September 20), including the economic
evaluation of the project, the Contractor shall present it to IFIs such as the World Bank,
Kuwait Fund, Asian Development Bank and JICA. After that, the project is stopped.
Implementation of the investment component is then in the hands of the MID.

                                               
15 the MID did not honour its oral commitment to lay the 1.2 km connection rail track by December 1998
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11. Actions Required by SCR

The Contractor has not received advance payment yet.
He issued a request for advance payment on April 26, 1999 with a valid bank guarantee attached
(see Annex). The Contractor has not heard from the Finance Unit since.
Meanwhile, the Contractor already pre-financed two thirds of his budget under A. Fees.

Additional budget for the technical assistance or investment component maybe available at SCR.

If not, the second option proposed by ETC (contract suspension until spring + time extension)
must be examined from the SCR point of view.

12. Actions Required by Tacis

TRACECA
1. Notify the Mongolian Government of the TRACECA Multi-Lateral Agreement, via the Tacis

CU. They may be willing to adhere to the MLA, in the hope of obtaining TRACECA funding
for transport related projects.

2. Organise a project identification mission to Mongolia : there is scope for projects in the roads,
railways16 and non-physical bottlenecks sector. Mongolia feels sorely neglected by
TRACECA. This mission could be combined with co-ordination of Traffic Forecasting and
Feasibility Studies (BCEOM) and International Road Transport Transit Facilitation (IRU /
Scott Wilson).

3. Send the Tacis CU a batch of updated TRACECA brochures and maps. Ben Beddegenoots
left five copies of each, but this was the spring 1999 version.

INOGATE
1. Notify the Mongolian Government of the INOGATE Umbrella Agreement, via the Tacis CU.

They failed to paragraph the Brussels agreement, and didn’t show up in Kiev in July 1999.
They may now be willing to adhere to the agreement, in order to obtain INOGATE funding
for the investment component of the Zamyn Uud project.

                                               
16 the World Bank identified 4 projects : Rehabilitation of Railway Tracks, Improvement of Rolling Stock
Maintenance Facilities, Organisation of Tourism Services, Construction of a Terminal
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Annex 3  -  Minutes of meeting with Minister of Infrastructure Development

Minutes of meeting at the Ministry of Infrastructure Development (MID) regarding
the further treatment of the Tacis-project ”Zamyn Uud transhipment facility”

Date: 24 August 1999

Location: Ministry of Infrastructure Development, Ulaanbaatar

Participants: Mr. Batkhuu Minister
Mrs. Sarantungalag MID
Mrs. Ariuntuya MID
Mr. Naranmandah MID
Mr. Gansukh NIC Company
Mr. Sukhbaatar NIC Company
Mr. Khurenbaatar Executive Director Tacis  CU
Mr. Hepburn Team Leader Tacis CU
Mr. Beddegenoots Tacis/Traceca Co-ordination Team
Mr. Gleue ETC (Project Manager)
Mr. Xavier Profabril

The meeting was opened and chaired by Mr. Batkhuu, Minister of Infrastructure Development of
Mongolia. After a short statement made by Mr. Batkhuu underlining the importance the project is
to Mongolia and some information given by the Project Manager of the current status of the
project’s progress and the problems affecting the future success of the project and a
corresponding discussion,

the following decisions were taken:

1. The participants of the meeting took note of the project manager’s statement, that the main
factors influencing the further progress of the project, are as follows:

•  One precondition for the procurement and installation of the Tacis-financed equipment is the
preparation and completion of the related civil work. The final decision, when and to what
extent the civil work can be financed by the beneficiary, is still pending.

•  The Tacis project budget for equipment allows only a partial purchase of the equipment
needed for the establishment of the transhipment and storage facility according to the layout
and technical design developed during the second stage of the project. But the different
equipment components of a transhipment and storage facility are so closely inter-related and
some single components cannot be used independently.

2. The Minister underlined the importance for Mongolia’s Economy to develop a storage and
transhipment facility for oil products at Zamyn Uud railway station in order to stabilise the
supply of these strategically vital products. In this connection, the MID confirmed the
position, that this Tacis project is a significant contribution to achieving flexibility by creating
a reliable alternative for the supply of oil products. The MID is of the opinion, that the project
should be continued without time suspension.
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3. The MID confirms the statement, already made during the meeting of 18 June 1999, that
      it will discuss with the Ministry of Finance the possibility of including the investment

needed for the preparatory civil work for the Zamyn Uud transhipment facility in the
Government’s Investment Plan for the year 2000. In addition to that, the MID will check the
possibility of allocating part of the money which may be available in future from the leasing
rates to be paid by the Mongolian Railways for using Governmental assets, to finance the
civil work and additional equipment needed for the completion of the transhipment facility.
However, the final decision in this respect depends upon decisions yet to be taken by the
Cabinet of Ministers and these decisions were promised by the end of this year. The Minister
confirmed that the majority of the civil works would be completed by July/August 2000. The
Minister further committed the Mongolian authorities to fund all the civil works and to
provide the storage tanks (according to International Standards) for the Facility. This last
statement was under the precondition that these funds would be forthcoming from the leasing
fees paid by the Mongolian Railways.

4. In order to avoid possible delay in the further treatment and realisation of this project, the
MID also kindly requested the European Commission to check the possibility of allocating
some additional funds to the project budget needed to cover part of the costs of additional
equipment, and also to investigate the possibility of using the remaining contingencies of
Mongolia’s biennial National Action Programme 1998/99 for the procurement of additional
equipment components.

5. The MID takes note of the statement of the project manager, that the latter will provide a
special Executive Summary of the Project Progress Report with all the information about the
Zamyn Uud transhipment facility project needed for decision makers of other potential
donors.

6. In addition to the activities of the project team, to attract other donors for financing the costs
of the project not covered by the Tacis assistance, the MID undertakes to mobilise all efforts
at both the national and international level to identify and commit the additional necessary
funds for the completion of the project.

Prepared:
........................................
      T. Naranmandah

  Secretary of the Project Steering Committee

Approved:
                                    ........................................

       G. Batkhuu
 Acting Minister of MID
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ANNEX 4  - Excerpt of ETC´s draft Progress Report,
Ch. 5. Project Planning for the Next Reporting Period

From the Contractor’s point of view there does exist in principle two different options to be
kept into consideration by the Contracting Authority regarding the further treatment of the given
project :

1. The Contracting Authority agrees to make additional funds available by extending the
project budget  to an amount  of approximately 1,572,000 EURO in order to cover the additional
costs needed to finance not only the procurement of equipment with an amount of 1,100,000
EURO, but also the preparatory civil work needed for the installation of the equipment together
with the extended consultancy services.

2. The project should be suspended after having completed and handed over the Project
Progress Report, having finalised all connected activities, like monitoring interviews and having
informed other potential donors about the investment opportunities etc. and the procurement
itself should be started only after the Beneficiary has finalised to a certain extent – for
example 75 % of the overall volume of work to be performed or two months prior to the
envisaged completion date – the preparatory civil work and the representatives of the
Contracting Authority and/or the Tacis Co-ordinating Unit have checked and confirmed this
degree of completion by personal inspection.

Option 1 has the great advantage, that it secures, that civil work will be prepared and carried out
in conformity with the technical and time requirements to install the Tacis financed equipment.
The procurement and installation of equipment
can possibly be realised during the year 2000, if no special constrains occur, as for instance the
necessity to repeat a tender or very complicated and long contract negotiations in connection
with the unclear timeframe for the final acceptance, which can’t be specified without certain
information and written commitment regarding the installation of the other equipment
components.

If only the Tacis financed equipment components can be installed, the Tacis regulations for the
procurement of equipment can’t be followed up to the end, because the commissioning/ final
acceptance for single components is not possible and that leads to a very complicated situation
for the completion of the project.

Option 2 has a whole string of advantages, like
•  Only a very limited extension of the project budget, say around 50 000 EURO, is needed to
cover the additional expenses caused by the suspension and overall time extension of the
project, like for example additional travel costs and work input to close and re-open the project
office and run it for a longer period, to manage the project for another 6 month, to mobilise EU-
experts and local staff etc.
•  It  gives the beneficiary during the preparation and realisation phase for the civil work the
opportunity, in addition to the corresponding activities already initiated by the contractor, to
realise negotiations with potential other donors in order to cover the remaining costs needed to
complete the tank farm by allocating a grant or a loan.
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•  If the additional funding can be found during this period, it gives the  best opportunity to
combine both financial sources – Tacis funds and funds allocated by other donors – to prepare
and realise the installation of the tank farm according to the layout and  technical specifications
developed in the feasibility study and also the provisional and final acceptance for the Tacis
financed equipment can be achieved in a timeframe possibly acceptable for suppliers.   However
it has to be stated clearly, if the contractor should have also the responsibility to organise the
procurement and installation of the additional equipment, in this case all consulting services
connected with the procurement of the additional equipment will be charged separately.

The greatest disadvantage of option 2 is, that in connection with the climatic conditions in
Mongolia in general and at the project site in particular the installation of the equipment itself
and all other related activities can be carried out during a period from April till October only and
that leads to a finalisation in the year 2001 only, in connection with another period of project
suspension during the winter period 2000/2001.
Nevertheless according to the modified plan of operations for the further treatment of the project
the overall needed time extension for the project work totals to 6 additional months.

From the contractor’s point of view option 2 should be the preferable one for the further
treatment of the project.
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ANNEX 5  -  Budgeted input of EU and local staff per work package

Work package Man- Days
No. Title in EU in Mongolia local staff Total

OVERHEAD
0100 Project management 22 150 0 172
0200 Documentation/reporting 44 0 0 44

Sub-total – Overhead 66 150 0 216
WORKSTREAM 1000  –  Review of Petroleum Products Logistics Study

1100 Prospects for national economy 6 10 10 26
1200 Sources/consumption oil products 2 8 10 20
1300 Local production of crude oil 0 8 5 13
1400 Rail/road transport infrastructure 0 12 20 32
1500 Model petroleum supply/demand 4 12 5 21
1600 Main findings and conclusions 10 10 0 20

Sub-total – Workstream 1000 22 60 50 132
WORKSTREAM 2000  –  Feasibility Study / Design of Facility

2100 Transhipment technologies 9 60 60 129
2200 Design of transhipment facility 15 55 0 70
2300 Environmental assessment 10 20 110 140
2400 Technical documentation 5 10 30 45
2500 Bankable documents 4 8 0 12

Sub-total – Workstream 2000 43 153 200 396
WORKSTREAM 3000  –  Preparation / Realisation of Technical Assistance

3100 Identification of main equipment 3 5 0 8
3200 Presentation of proposals 4 5 0 9
3300 Tender documentation 5 35 0 40
3400 Supervision of procurement 0 35 0 35
3500 Monitoring of implementation 0 30 0 30
3600 Training of staff 10 15 0 25

Sub-total – Workstream 3000 22 125 0 147
WORKSTREAM 4000  –  Commercial Sustainability

4100 Economic sustainability 6 10 0 16
4200 Management options 10 15 0 25
4300 Options for financing 8 12 0 20
4400 Presentation of proposals 5 5 0 10

Sub-total – Workstream 4000 29 42 0 71
OVERALL  TOTAL

TOTAL 182 530 250 962
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