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1 INTRODUCTION

The objective of this Business Plan is to establish a strategic business implementation plan to 
support the Georgian Government in restructuring the railways (SR). The Business Plan is a 
5-year plan (1999-2003) which has been developed for the railway. The aim is to stabilise and 
then improve the commercial performance of the railway through the appraisal of practical 
traffic forecasts, revenue opportunities, restrictions and limitations on resource availability and 
also assessing the potential to improve productivity and performance. The Business Plan has 
the following components:

• Business Restructuring
• Financial Plan
• Passenger Business
• Freight Business
• Rolling Stock Business
• Network Infrastructure
• Corporate Services
• Human Resources

A key objective of this strategic business plan is to establish a vision for the future shape of 
Business Units in accordance with the policy of operating this system as a state-owned joint 
stock company, market led and providing social services at a reasonable cost in line with 
government agreements. A key objective of the 5-year Business Plan is to provide a base 
of the preparation of the annual revenue and investment budgets and also determine 
profitability forecasts.

О
This Business Plan aims to constitute a Master Plan for railway development. It provides a 
5-year Rolling Business Finance Plan which will serve as a base for budgeting and can be 
rolling annually in the light of performance and investment availability. The Business Plan 
is essential to providing a focus for management strategy which will support performance 
improvement in both the service and financial areas. It is particularly important as a 
management tool in the context of the introduction of the restructured organisation. 
Through the Plan objectives can be determined and progress monitored effectively. 
Business operations and marketing can also be adjusted to changing requirements and a 
MIS can be used to monitor progress in accordance with targets.

<•

1.1 Background to the Plan

The origins of this Plan lie in the EU-Tacis TRACECA Programme aimed at supporting the 
countries of the Caucasus to support the improvement of transport corridors in order to 
develop and promote trade between the countries of the Caucasus and Europe. A key 
element is to support investment projects which can be developed with International 
Financial Institutions (IFIs) such as the European Bank for Reconstruction and 
Development (EBRD). The EBRD and EU-Tacis have been co-operating in the 
development of their approach to the region in particular in the railway sector. The EBRD’s 
approach to lending to publicly owned railways is aimed at providing support for 
commercialisation of the railway and enabling the management structure to compete 
effectively in transport markets. The EBRD also aims to provide support to the government 
owners of railways to enable the transition to occur by helping to introduce an appropriate 
legislative framework which coupled to transparent financial procedures in the railways 
enables any ancillary activities which the government requires to be managed by the 
railways to be clearly visible.

The Georgian railways in May 1997 requested the EBRD to extend a loan for railway 
infrastructure in respect to the Trans-Caucasian link. The investment which is requested 
would be aimed at priority infrastructure work in respect to track renewal and various
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placement of bridges which other specifications being developed, 
performance of the railway will need to improve as the capability of Georgia to service the 
EBRD loan is reliant on the borrowing capability of the railway sector. This Plan forms the 
basis of a commercialisation strategy agreed between the EBRD and the Georgian Ministry 
of Transport and is funded under the TRACECA programme at the request of both railways 
in order to assist in the detailed design and implementation of the railway restructuring 
programme. The TRACECA technical assistance requires the railways to develop plans for 
comprehensive restructuring and to define a priority programme of investments as basis for 
appraisal of loans from EBRD and other institutions.

The financial

(

(

As part of the development of this plan we have liaised closely with the Managers of the 
Railway and Government in the process to maximise accountability and responsibility in 
actioning the plan through understanding the business environment and the opportunities 
and threats which exist in the market.

The plan provides the railway with a way to communicate and monitor how it functions at 
corporate and operational levels as well as providing a communications methodology with 
the Government, lending agencies and regulatory bodies whereby the railway can 
demonstrate progress with its planned actions:

1.2 Corporate Objectives

The railway in Georgia has been operated as a state run railway departments which reports 
to the President. The corporate objectives of the railway set by the Government requires it 
to develop transport corridors which promote trade between the Caucasus and Europe.

1.2.1 Government Objectives

The Government requires implementation of the new railway law to enable the incorporation 
of the railways as State-owned joint stock company. The Government also requires the 
reorganisation of the railways into specific divisions as identified in this Plan with business 
plans allocated to each of the divisions. The Government requires the railways to complete 
the drafting of the technical specifications for the investment component of the proposed 
EBRD loans.

1.2.2 Railway Objectives

The railway management teams will implement their new management structures and 
organisation on the timetable for implementation shown in this Plan and the railways will 
also implement the 5-year Business Plans. The railway will also implement the MIS and 
Environmental Management Plan prepared with the consultants.
The Railway’s general objectives and goals are to:

Implement new relationships between The Government and the Railway.

Implement new management structures, develop Business and Service units and 
implement plans and budgets.

Create a customer oriented ethic aimed at achieving profitable, cost effective 
performance which meets rail users requirements.

Develop a marketing approach to the management of each sector.

1.2.2 Business Plan Approach

The Business Plan developes these objectives firstly proposing the new organisation structure 
which will drive change leading into the financial plan which rpoves a strategic overview of the 
financial objectives of the individual business plans which then follow for each Business Unit.
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1.3 Key Assumptions

1.3.1 Summary

Traffic on the Georgian railway system has dropped from about 36,000,000 tonnes for 
freight and 17,000,000 passengers in 1990 to 10% of the freight traffic and 20% of the 
passenger traffic in 1996. Traffic has increased in 1997 particularly due to Chevron oil 
traffic increasing.

The Georgian railway has 18,000 staff in railway employment with an additional 8,500 
employees in ancillary operations including workshops, schools, institutes and hospitals.

International traffic is a major element of freight business and relations with other railways 
are conducted through the Organisation for the Co-operation of Railways (OSShD) in the 
CIS, the Council for Rail Transport, agreements with Azerbaijan and Armenia and 
membership of UIC.

I

The railway network of 1569 km includes the Trans-Caucasian main line of 725 kilometres 
and 806 kilometres of single track branch lines. Currently 90% of traffic is on the main line. 
The signalling system has been severely degraded by theft and damage of the equipment 
but continues to function at a capacity sufficient for the reduced traffic. As a consequence 
of reduced demand the railway rolling stock locomotive fleet is generally adequate for 
current traffic levels and some wagon types may be converted in the near future to match 
changing patterns of demand. There is a large track maintenance backlog resulting in 
significant lengths of substandard track and a limited renewal programme is in hand. The 
railway reports a profit, part of which is due to the low levels of staff salaries.

/

1.3.2 Policy

The break up of the Soviet Union resulted in the railways of the Caucasus moving towards 
market economy structures and away from the centrally planned economy resulting in 
substantial structural changes both the political and economic situation. The traditional 
economic and trade relationships between the former Soviet Republics no longer for the 
most part exist and the railways in particular are finding that new geographical and 
structural orientations are occurring as a consequence of market forces. There are a 
number of restrictions on data and respective trade, traffic and production statistics.

The GDP in Georgia fell after 1989 such that in 1995 it was about 35% of the 1989 level. 
As a result of internal political conflicts there was a decline in the economic situation in 
1992/1993. Problems with the energy supply in the economy have had a substantial effect 
on the economics of Georgia. Although there is now a slight improvement in certain 
branches of the economy, the economic situation is still difficult. The policy of strategic 
reform is still in position with the aim of restructuring the national economy and achieving 
privatisation of medium size and large companies given the appropriate legal conditions 
and that the commitment of international firms is sustained. Income from international 
transit transport can lead to further impulses for the economic development of the country: 
providing this income can be maintained it can have a positive effect on investment 
possibilities.

1.3.3 Privatisation Opportunities

A number of railway customers have a strong interest in forming joint ventures aiming to 
associate with European organisations which can bring capital and know-how. There is a 
particular desire to establish joint ventures in the infrastructure area to meet the demand for 
spare parts, materials and equipment using domestic production and thus move away from the 
major dependence on imports. Requirements exist particularly for track, rolling stock, 
signalling and telecommunications equipment Similarly developing closer co-operation
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between the railways and the Caucasus in order to achieve effective projects is another area 
where joint ventures can be developed. Key areas where such joint ventures can be effective 
are as follows:

Production of pre-stressed concrete sleepers 
Maintenance-overhaul-reconstruction of electric locomotives 
Improvement of the railways communication system 
Creation of an operating company for combined transport 
Joint Ventures are a key feature of the future development of the railway■

The infrastructure is an integrated part of the Caucasian State Railways and although there are 
some privatisation programmes in Georgia the railways are not included in these as yet. The 
legislation does not as yet provide for the separation between transport and infrastructure 
activities such as is required for example by Article 6 of the Directive On The Development of 
Railways in the European Union, 91/440/EEC. The infrastructures of the Caucasian Railways 
are controlled by state monopolies, therefore it is prohibited for others to use the infrastructure 
with their own trains or vehicles. No rules exist which permit access to the railway by other 
trains or vehicles and so no rules exist to allow private railway entrepreneurs to access the 
national infrastructures. Privately owned wagons registered with a railway administration 
abroad and railway vehicles belonging to foreign railway administrations may use the 
infrastructure according to decisions made by the Council for the Rail Transport or International 
Conventions. The organisation structure for the Caucasian Railways is still that of a state 
monopoly where the infrastructure is used exclusively by the railways.

1-4J98232A/Georgian Railways/Business Plan Issue 1.0/November 1998

<



2 MISSION STATEMENT

The overall mission statement of the Railways is defined as follows:

The railway is committed to providing high quality services which meet customers’ needs by 
providing a national rail transport service which is safe, customer orientated, reliable, 
competitive and cost effective.

<

<

r

[
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BUSINESS RESTRUCTURING3

3.1 Introduction

This plan presents proposals for a new operating concept for the SR designed to improve its 
performance and efficiency overtime. It will be necessary to adjust the system to bring it into 
line with demand and to concentrate on the types and volumes of traffic which the railway can 
handle most economically. Substantial investment will be required to upgrade the system and 
its infrastructure.

This plan is divided into two sections: State/Railway Relationship and Management 
Reorganisation. The organisation charts for the restructured railways are shown in Appendix
A.

State / railway relationships3.2

3.2.1 The need for external restructuring

The internal reorganisation of SR as proposed in this plan provides the foundation to prepare 
the present railway administration of Georgia for the future challenges. As was the case with 
railways in most Western European countries Georgia Railways will need entrepreneurial 
autonomy in order to survive and perform well in the a rising national and international 
transport market. This can only be achieved if the relationship between the State and SR is 
completely reshaped. We call this the external reform of SR. A number of good reasons can be 
given to the Government of Georgia why the ongoing discussion of the draft for a new railway 
law should be used to get the reshaping process started.

i

At the moment Georgian Railways

Is a State Enterprise but operates without any charter 
Works to old Soviet norms 
Lacks autonomy
In addition to rail transport is a provider of social services-education, hospitals.
Lacks entrepreneurial spirit
Is a provider of uneconomic passenger services

>i

Appraisal of present situation3.2.2[

3.2.2.1 Need to save public money

Georgia is a country trying hard to develop its economy and the living standard of its 
population. In order to achieve this, capital investment is necessary. As money is scarce it 
must to a certain extent come from abroad. As the experience in other parts of the world has 
shown railway restructuring and streamlining can essentially reduce the financial burden on the 
government (and the tax payer) and set free capital that might be used to develop the railway 
system faster or spent for other purposes.

L

3.2.2.2 Need to attract private capital

It would also be a benefit for the government budget if private capital could be attracted to 
investing into some of the rail activities. Prerequisites for interesting private capital are 
efficiency and business profitability or at least a solid prospect for it. There are doubts that this 
exists at the moment as there are question marks about micro-economic profitability of some
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parts of SR’s traffic. Private risk capital cannot be attracted as long as SR is maintained as a 
government administration.

3.2.2.3 Role of banks

Generally development banks will lend money to organisations if they are satisfied that that 
there is a sufficient return on investment and that the investment meets the strategic objectives 
in the development of the economy of the country. In relation to state organisations banks will 
want to see organisations restructured to compete in a market environment. In essence it is 
necessary to show that the enterprise will be sustainable into the future.

3.2.2.4 Present monopoly position of SR will not last

The present monopoly or Georgian Railways will not last as the Georgian market economy 
develops.

The present situation could lead the transport policy deciders in Georgia to the conclusion that 
external restructuring of SR is not urgent. It is true that SR has not only a rail traffic monopoly 
but a factual monopoly at least in the sector of long distance traffic in general. In freight traffic 
for example SR carries an extremely high proportion of all the tonne-km carried in the country. 
While it has not been possible to determine exact market share it is likely to be greater than 
80%. This means that it can hardly be spoken of as a transport market in the sense that there 
is real competition between the modes with regard to quality and price, as is the case in all 
West European countries. For many international freight transports the railway is presently the 
only possible mode.

However, the situation will change in the coming years. Market economy will be introduced, 
road infrastructure will improve essentially under the pressure of the owners of private cars, 
and the emerging freight truckers will take advantage of this, and as the experience with other 
countries of the former Soviet Union shows - real competition for the railways will arise. It is 
therefore in the interest of the Republic of Georgia that SR as an energy-efficient and 
environmentally-friendly means of transportation with an extremely high rationalisation 
potential, will be prepared for the coming changes. It is an advantage that this has not to be 
done in a rush but in carefully planned steps and the present strong position of SR can be 
used to consolidate the future. Restructuring has to start now.

3.2.2.5 International dimension

Most of the issues that impinge on the relationship between state and the railways are 
common throughout Europe in particular. Therefore a lot can be learned from the experiences 
in these countries. In making proposals for Georgian railways one must be conscious of the 
culture and legal requirements of the country.

The railways in Georgia form a vital link between east and west and vice versa. The route 
between Baku in Azerbaijan and Poti in Georgia represents the main TRACECA route from 
China to Europe and connects with the EU CORRIDOR No 4. While connections to Russia 
through the west of the country are currently closed due to the political unrest this route will 
hopefully be restored in the future.

Railway transit through Georgia will have more competition by other modes and by routes 
through other countries. In order to survive in this difficult market it will not be sufficient to offer 
a high technical standard in the fields of infrastructure and rolling stock but, also a customer- 
oriented and service-minded high quality organisation will be needed to an extent which can in 
no way be ensured by a government administration. The globalisation of competition is not 
confined to the industrial sector but also to the service sector of which SR is the main player. 
This does not allow for the postponing the necessary reform.

The railways are lucky at the moment in having a reasonable infrastructure in place (although it 
needs substantial investment) and it will be a number of years yet before the road 
infrastructure improves sufficiently to offer serious competition.
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3.2.3 Policy issues

Comparing the present situation of SR with the objective of transforming it into a commercially- 
acting, market-driven and financially self-sustaining organisation it is evident that a certain 
number of issues have to be solved in the restructuring process.

3.2.3.1 Harmonisation of competition

It is in the interest of the state to have competition in the transport sector in such a way that 
hidden subsidies are eliminated and that there is a “level playing field” for all transport modes. 
This is particularly true for road and rail. The cost of road infrastructure is often carried and 
hidden in a central budget, and is not recovered from trucks, cars, and buses which use the 
road infrastructure. On the other hand the costs of renewing and maintaining the railway 
infrastructure is clearly identifiable and are charged in full to the railway. This is a matter which 
should be addressed taking into account the external costs of both road and rail transport 
modes.

3.2.3.2 Government managed enterprise

The experience in the countries of Western Europe with a tradition of state owned companies 
and heavy state participation in the economic activity of the country has shown that in the long 
run this is not only very costly but also very often inefficient. State run enterprises have 
enormous difficulties to compete with private ones in the deregulated market. That is why there 
should be a decisive move towards separating economic activities as far as possible from true 
government functions such as ensuring fair competition in the market, safety, control, regional 
development, social welfare etc.

3.2.3.3 Incompatibility of government’s and railway’s interests

The hierarchical subordination of the railways under the government can lead and mostly does 
lead to management decisions that are not compatible with the entrepreneurial, particularly 
commercial, interests of the railways, which will have to obey the rules of the rising transport 
market.

3.2.3.4 Public service obligations

One of the objectives of the state should be to ensure the continuing availability of passenger 
services at an affordable price. The service should be provided in a cost effective way in order 
to reduce the drain on public funds.

This PSO (public service obligation) is typically represented by an obligation to provide 
adequate capacity on specific routes with a specified frequency and quality of service.Public 
service obligations (for example extremely low tariffs) are imposed on SR in the general 
interest of the country but financially they are not always compensated sufficiently. This does 
not make it a priority for SR to invest into certain services and the result can be a reduction of 
quality and therefore, at least potentially, a decreasing quantity of transport services. In the 
long run such a policy can show disastrous results for the railway enterprise.

3.2.3.5 Price controlst

If no competition or only limited competition exists for the provision of services under a PSO it 
is normally a Regulator who will define the level of prices which the operator should charge the 
customer^ This position will be dealt with later in the report).

This level typically allows the operator to cover his costs and make a modest profit. It would be 
to the advantage of the operator if he or she could improve productivity thus reducing the cost 
and increasing the profit.
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If the price level does not allow the operator to cover the costs and it cannot be raised for 
social or other reasons then it is traditional practice for the state to reimburse the difference so 
as to allow the operator to deliver the service.\

3.2.3.6 Human resources

Over-staffing has been a major problem of most railways all over the world. SR is not an 
exception. As mentioned earlier in this report both passenger and freight traffic have 
decreased immensely since the breaking up of the Soviet Union. Freight has reduced from 91 
ml tonnes in 1991 to 9 ml tonnes in 1997 while at the same time staff levels have only reduced 
by only 20%. Although this traffic decline seems to have come to a halt in the recent past and 
although international freight traffic particularly has started to grow again to an encouraging 
extent it would be an illusion to think that, under normal circumstances, figures of former 
decades could ever be reached again.

)

у

f
As the cost structure has not followed the decline of traffic and revenue, all necessary and 
possible measures to adapt the railway organisation have to be undertaken. Next to the other 
restructuring measures, staff reduction has to go on as staff costs represent a large part of the 
total cost of the enterprise. It is true that from the 28,500 staff in 1991/92 a number of roughly 
22,000 has been reached at the beginning of 1997.

It must be recognised, however, that in the present economic and social situation of Georgia 
and according to the consultant’s experience with other countries, it is impossible to take 
measures which are too radical in this respect. On the other hand this social problem cannot 
be left as a burden solely on SR because the real cost structures would be falsified in that 
case, and for a commercially acting corporation there is nothing worse than lack of 
transparency and unjustified over-costing.

This is not helped by the present law, which allows staff to work after they reach the age of 
sixty five if declared medically fit. This situation is encouraged by the fact that state pensions 
are currently very low in Georgia.

In reality it is the task of the state to deal with this social problem, and if the state wants to use 
SR as an instrument to solve it then this is a good example for a service in the public interest 
which has to be compensated financially by the Government. On behalf of the state, SR can 
and should of course put up a program of financing early retirement, training and retraining etc. 
and contribute actively to further possible solutions. But if the new corporation is to be given a 
fair start, it must be done without this financial burden.

As a means for solving the overstaffing problem we recommend that the ban on recruitment 
which we have been advised already exists should be continued. A voluntary redundancy 
program should be introduced.

(

On the other hand we acknowledge that existing staff cannot be completely retrained and that 
in certain sectors, as for example in information technology, young specialists will have to be 
hired.

Therefore we advise that exceptional recruitment must remain possible but must underlie a 
precise justification procedure with at the end of it the agreement of the highest possible 
authority.

3.2.3.7 Third party access

In a market economy competition is an essential element. It is therefore necessary to allow 
third party access for train operation on the railway infrastructure. Any new legislation 
proposed by Government should take cognisance of this.

This would allow private or state owned companies to operate their own trains and 
compete with SR for business.
Competitive pressures, cost reduction and innovative ideas may result in reduced 
transport costs to the customer.
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3.2.3.8 Role of freight forwarders

It is understood that most traffic movement with an international dimension is organised by 
freight forwarding organisations and this role has passed from being operated directly by the 
railways to private limited companies. These play an important role in developing business for 
the railways, and is an example of part privatisation. The number of freight forwarders 
operating will ensure a competitive situation.

3.2.3.9 Privatisation or corporatisation?

The further development of SR and the reshaping of the relationship between SR and the 
Government will have to take place within the larger environment of Georgia’s situation in 
general and its economy in particular. This environment has to be reform-friendly. In other 
words, it would be premature to push SR into an isolated privatisation process without having 
similar development in the other branches of the economy. Georgia seems far from having a 
market economy. Its backbone economic activities are presently to a very large extent 
government driven and controlled. For thisreason out of the following three options.
• retain present arrangement,
• privatise the railway and then make it efficient, or
• make the railway efficient (corporitise-joint stock company) and privatise at a later stage if 

this is considered desirable.

It is recommended that the third solution be adopted ie the corporatisation of SR as described 
later.

3.2.3.10 Joint stock company

It would appear that the most likely choices for the railway is to remain a State Department or a 
Joint Stock Company. For the reasons outlined previously the consultants recommend the 
creation of a Joint Stock Company as this will allow them to carry out their business in a 
commercial fashion without direct Government interference.

It is recommended that this be carried out in two phases as outlined in the legal experts 
document. Initially this should be wholly state owned but elements within it could be privatised 
and private participation and investment should be welcome.

As previously stated it is the consultants strong opinion that the infrastructure should remain 
state property for the foreseeable future.

Proposals for a new State/Railway Relationship3.3i

3.3.1 Existing situation

As was the case in West European countries before the restructuring of their railways it seems 
that the Georgia Government plays a multi-functional role vis-ä-vis SR, namely as
• the specifier of services of public interests from the railway;
• the owner of the railway
• the financing body of large parts of SR’s capital needs;
• the political institution involved in railway matters in the general interest of the country.

The result is a lack of transparency in the relationship between state and railways, which 
makes it difficult to fix business responsibility, and prevents a clear answer to question whether 
SR as a whole or its individual performances are micro-economically profitable or not. The 
existing relationship between state and SR should be changed in the sense that 
entrepreneurial and state functions should be dearly separated and excessive involvement of 
the state in the business management of railways eliminated.

( 3-5 Issue 1.0/November 1998J98232A/Georgian Railways/Business Plan



3.3.2 The future role of Government

The future role of Government initially would be that of

I a) the owner, of the railway infrastructure (not the operator which will be operated under 
commercial principles).

b) the railway sector supervisory authority, particularly concerning safety, guaranteeing fair 
competition between the modes, licensing railway enterprises and deciding on transport 
policy in general,

c) the purchaser of all services which are in the global interest of the Republic of Georgia 
and defined in private law contracts between SR and the purchasing bodies,

d) the provider of finance for the investments into the transport infrastructure of the country 
on an equal basis for all transportation modes.

n
j

It is also recommended that not all of the remaining state functions should be performed 
by the same government body, like for example the Transport Ministry, but by several.

Thus the railway

a) may be in the responsibility of the State Property Ministry (or similar),
b) the repsonsibility of the Transport Ministry,
c) in that of the bodies deciding about services in the general interest, like the Ministries 

responsible for social welfare, defence, regional development etc. using their own budgets 
respectively for the purchase of the services, and

d) in that of the Transport Ministry and the Finance Ministry

3.3.3 The role of the state with respect to infrastructure

The railways are of vital importance to the economy of the country. The railway forms the main 
transport link between east and west and will in the future become more important as traffic to 
and from China develops.

For these reasons it is the consultants view that the infrastructure should remain the property 
of the state. The state will keep a public service responsibility in the field of infrastructure 
investment. It is recommended that the Government - according to the budget possibilities and 
the criteria of fair and equal treatment with respect to other modes - will assist in financing 
SR’s investments into infrastructure.

3.3.4 Level Fair Competition

At present the Government is responsible for the development of the road system in Georgia. It 
seems only logical that in order to provide fair competition the Government should have the 
responsibility for developing and maintaining the railway infrastructure. Part or all of the cost of 
this investment should come from charges which would be imposed on the railway operators 
as will be described later

All other investments, particularly investments in locomotives and rolling stock, should be 
financed by SR itself. When creating the new Railway business it has to be made sure that the 
Government as the owner not only provides for a good legal basis at the start but also for a 
healthy capital basis which will permit a normal investment policy.

3.3.5 Regulation of the railway

Nowadays most of the World’s Railways are regulated and supervised by a Railway 
Department in the Ministry of Transport. It is recommended that the Government of Georgia 
give consideration to the setting up of such a Division, having the following primary functions:

•licensing the competence of the railway operators and their rolling stock
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•supervising public safety in railway operations by establishing a railways inspectorate with 
right of access to inspect the railway infrastructure; the inspectorate to request the State where 
necessary to make regulations

Other government ministries will have responsibility for

entering into agreements with SR on the maintenance and specification for development of 
the infrastructure and the cost and time within which this will be done; 
entering into agreements with SR and other railway operators for the discharge of Public 
Service Obligations (including free and concessionary travel) on a contractual and 
commercial basis;
entering into a performance agreement with SR and monitoring compliance.In this 
connection it is believed that if SR exchanges its monopoly for a system of ongoing 
performance agreements (with appropriate adjustments mechanisms for accommodating 
unforeseen circumstances) greater trust will be established in the relationship 
specifying the form of accounts to be maintained by SR and other reporting requirements; 
undertaking the function of price control, where the protection of customers in monopolistic 
situations is necessary;

3.3.6 Performance agreement

The general purposes of SR will be defined as:

• The operation of a railway on the Georgia state railway system.
• Provision of passenger and freight services in a commercial manner.
• Regulation of the use of the railway infrastructure by other enterprises permitted to operate 

thereon.
• Undertaking other related and ancillary activities as determined by the government or 

Board.

j

There will be a Performance Agreement agreed between the government and SR, which will 
include the following:

Period of agreement (five years would be reasonable);
Use of state owned property (land, buildings, equipment, etc. ) by SR, especially land 
usage and development;
Definition of what constitutes the railway infrastructure;
General policy of government for the period of the Agreement;
General policy of SR with focus on provision of passenger and freight services, 
renewal of infrastructure, financial management and restructuring.

The Performance Agreement will contain the following provisions:

Mission Statement for SR, to be set by the government and agreed by the Railway. 
Strategy, which is the framework for achievement of SR’s Mission.

Specific Objectives, under the strategy in the areas of:

The customer 
Customer charter.
Passenger services: operations, tariffs, and marketing
Freight services: marketing and operations
International dimension
Infrastructure renewal
Information technology
Improvement of management
Human resources
Public service obligations and related social fares 
Social services
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• Finance, accounting & costing systems
• Investment Plan
• Performance Factors
• Execution of Contract

3.3.7 Further restructuring options proposed - third party access.

As the political aim should be to discourage monopolies but to encourage efficient rail transport 
on a general basis, third parties should not only be allowed to build and operate access lines 
but to operate freight and passenger trains on the main network. There they would be in 
competition with SR. They would have to pay the same user fees as the operating Business 
Units of SR (discussed later) and should not be discriminated against in any way.

The licensing of these railway enterprises should be regulated by law. Competitive pressure, 
cost reduction and innovative ideas would result from this new possibility. It would be irrelevant 
whether the operators were state-owned or private. Own account traffic should in any case be 
made possible.

Services in the public interest as mentioned above could in that case be purchased by the 
responsible government bodies through a tendering procedure in which the winner would be 
the tenderer with the lowest need of government money and the best offer as far as quantity 
and quality of the performance is concerned.

In doing this it should be remembered that these independent companies should have to work 
to the same conditions and standards as SR. To achieve this it would of course be necessary 
to have the law changed so that SR would not have to carry the cost of further redundancies.

In some western European countries there is a Transfer of Undertaking regulation which 
requires the successful tenderer to employ the staff associated with the original undertaking.

3.3.8 Accompanying measures needed

It is recommended that other modes, particularly road traffic (private car and truck) should bear 
infrastructure costs to the same extent as the railways in the medium and long term. This could 
be achieved via the existing road tax, a fuel tax or other means of taxation. External costs 
should for all modes be included as far as possible in order to avoid wrong allocation of scarce 
investment money in the interest of the country as a whole. Government should not wait to 
become active in this respect until it is too late, i.e. until the road transport interests have 
become so powerful that it will be difficult - as this has become the case in Western Europe - to 
guarantee equal treatment of all modes. In the case that for example road traffic will be 
privileged in one way or the other, the government will have to subsidise the railway 
infrastructure correspondingly. At any rate,such subsidy should recognise the environment 
friendliness of the railway mode and the relatively enormous external cost

i.

Environmental advantages (noise, pollution, need of land, energy consumption, accidents etc.) 
have to be taken into account.

3.4 Internal re-organisation of SR

3.4.1 Introduction

The re-structuring of SR cannot be achieved satisfactorily unless a new management 
organisation structure is put in place. The present organisation has served the railway well 
over the past few years since the break-up of the former Soviet railway system in laying the 
basis for a separate independent national railway administration of Georgia./
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Earlier many reasons plead in favour of adapting the existing organisation to future needs and 
challenges. SR must urgently be made more efficient and customer-oriented, must reduce its 
production costs and reach a higher degree of transparency in its decision making process in 
order to be prepared for the rising transport market in an increasingly deregulated economy.

It is generally considered desirable to have separate funding, accounting and management for 
infrastructure, which is seen as a public-funded asset, in the general interest.

There is a need for greater commercial freedom and separate accountability in the provision of 
passenger and freight services. There is a growing trend internationally to consider third party 
access to national rail systems. Although this is unlikely to be a short term requirement for SR, 
it can be considered as a real longer-term possibility, given the increasing volume of 
international transit traffic through Georgia, and the general tendency of replacing monopolies 
by competitive systems leading to cost reducing pressure as well as better performance and 
innovation./

3.4.2 Present Organisation Structure

The present organisation structure of SR shown on the chart in the annexes is characterised 
by a strict top down management. It appears to leave hardly enough flexibility margin for 
business management at the Director General level, and even less farther down the hierarchy. 
Except for minor changes, this seems the case for all organisational measures, such as the 
fixing of tariffs, rates and fares, decisions concerning investment priorities, staff numbers etc.

3.4.2.1 Director General

The railway organisation is formally headed by the Director General(Chairman) who co
ordinates the different services. The Director General is appointed by the President. The 
organisation is based on a purely functional basis with the main functions the responsibility of 
five Deputies who report directly to the Director General. The most important administrative 
units are headed by five Deputies

3.4.3 Organisation principles and trends

3.4.3.1 Functional Organisations

Traditionally railways all over the world have in the past organised their management 
structures on functional principles. This involves grouping activities according to their different 
functions. A functional approach to organisation has also been common in many other types of 
enterprise. Manufacturing companies, for example, frequently organise their activities around 
marketing, engineering, production and finance.

The functional principle of organisation is a well proven management system. It provides for 
strong centralised top down management and control as is presently the case with SR. It 
makes efficient use of people and their specialised skills, and facilitates training and 
development of staff. It provides a logical basis for allocation of separate functional 
responsibility.

However, a functional-type organisation structure also has certain disadvantages which 
become all the more evident as well defined business responsibility decides about success or 
failure in a market driven economy. Functional departments can become too focused on their 
own speciality and fail to act in a way, which achieves the overall objectives of the enterprise. 
Departments can become over-specialised, uncoordinated with other departments and 
resistant to change. Only the Chief Executive can in that case be held responsible for profit 
performance, and this is an unnecessary and inconvenient high level of hierarchy.
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3.4.3.2 Strategic Business Units

In order to overcome the disadvantages of the functional type of organisation, many 
enterprises now organise their management structures on the basis of product or service. The 
Chief Executive can delegate responsibility to product managers whose units are largely 
functionally self-sufficient and who can therefore carry real profit responsibility. The 
contribution (in profit or loss) of individual products or services can be more readily identified at 
corporate level.

(

There is a more recent development of the product-type organisation, which has proved very 
effective. This involves the creation of Strategic Business Units (SBUs) within the enterprise. 
SBUs have their own product or service line, have their own marketing, sales and production, 
their own regional and local management representation, with real profit responsibility. They 
develop their own missions and goals, within the framework of the corporate mission, and 
prepare their own strategic plans. SBU managers are expected to have the drive and 
entrepreneurial skills of the manager of a private business.

i

(

3.4.3.3 European Trends

Many railways all over the world are re-organising at the present time. Most and not only in 
Western countries are moving away from functional organisations to a greater or lesser extent.

(

Great Britain has established separate private companies providing the various services.
<

Sweden has transferred infrastructure to a separate state administration, and the rest of the 
railway is divided into business units covering passenger and freight operations, rolling stock 
maintenance and property.f

Both the Netherlands and Spain are moving to a structure based on strategic business units, 
one each for the passenger and freight businesses, infrastructure, rolling stock maintenance, 
and property. The Director General co-ordinates the activities of the business units, supported 
by a small headquarters group.

(
Germany has restructured its railways in a similar way and from 1998 the business units will be 
developed into separate limited stock companies co-ordinated by a management holding 
company. It has opened the infrastructure for third parties access who have the same rights 
and obligations as the national railway’s own freight and passenger business units.

3.4.3.4 Management of Change

Current management practice suggests that the decision making process be devolved down 
the organisation to the lowest possible level. This sometimes causes concern particularly at 
middle management level who sometimes feel that they are losing power. As far Georgian 
Railways are concerned this management of change and culture may in fact be its greatest 
challenge. To be successful it requires to be driven from the top and requires the commitment 
of all concerned.

3.4.4 Proposed internal organisation structure

3.4.4.1 Overall structure

A proposed new organisation structure chart is shown in Annexe A. It is based on the principle 
of separate Business Units for passenger and freight services, which are the main commercial 
activities of SR, as well as for infrastructure management and rolling stock leasing unit which 
will provide the rolling stock to the operating units. It is proposed to set up an ancillary 
business unit which will deal with all non core activity.
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3.4.4.2 Strategic Business Units (SBUs)

The separate establishment of the Units will introduce costing transparency in this sector and 
will facilitate potential third party operator access in the future.

We propose that many functions be devolved to the SBUs; however there are other tasks 
which should be retained at SR headquarters outside the Business Units because they can be 
provided centrally more economically and effectively, or because they are essential to enable 
SR to operate as a single corporation. For this purpose we recommend the establishment of a 
unit for Corporate Services.

Each Business Unit should be responsible for its own marketing and sales, be they performed 
within or outside the corporation, for the operation of its services, the management of its own 
staff and its own accounting and controlling. This will create specific cost consciousness, will 
allocate profit responsibility to each Business Unit for the services it provides, and also give 
control over the resources it needs to achieve profitability. Each SBU will operate very much 
like a private commercial company. The guiding principle for a new organisation structure in 
detail must be that the Business Unit Management has a maximum influence on the 
development of costs related to its performance output. Another leading principle to be applied 
is that decisions should be taken as far as possible at the level on which the value is added.

3.4.4.3 Supervisory Board

The new proposals call the setting up of a Supervisory Board. This Board of Directors would 
be appointed by the government (as the shareholder) and generally consist of about ten 
people who would have a variety of skills including business people, an accountant, a person 
with marketing skills. These would be all non executive directors.

Traditionally in western Europe the Chief Executive and Director Finance also sit as members 
of the Board. It is also possible to have trade union representation on the Board.

3.4.4.4 Executive Board

We propose that each of the Business Units and Corporate Units be led by a Director. These 
Directors under the Chairmanship of the General Director, will constitute the Executive Board. 
The Executive Board should meet regularly in order to co-ordinate the activities of SR.

The Executive Board - chaired by the Director General - will be the supreme executive organ 
responsible for overall direction of SR in accordance with the corporate mission, strategy, 
policy and budget as established by law or as agreed with the Cabinet of Ministers.

The Executive Board will co-ordinate the activities of the Business Units and the 
Units, monitor their performance and take corrective action where necessary.

Services

The services which, we propose to be grouped in the Corporate Services Unit are
• Corporate Planning,
• Finance & Controlling,
• Computer Systems,
• Procurement and Real Estate.
• Organisation,
• International Relations,
• Human Resources,
• Legal Services and Audit.
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The key issues related to the Corporate services provided for the Georgian Railways reflect 
the movement towards commercialisation over a 5 year period. The Business plan has specific 
targets to be achieved year on year during the period of the plan and these include provision of 
high quality support services to meet business sector needs.

• Co-ordination of policy planning activities to present integrated plans
• provide centralised accounting and administration for strategic purposes
• provide a centralised legal function on a company-wide basisj

The main requirements of each activity during the 5 years are as follows:

Corporate planning

This unitwill provide policy support to the business units and Director General

IT and Computer systems

The section will employ around 120 people providing installation and support to the businesses 
throughout Georgia. The main objectives will be to implement comprehensive modern 
computer systems and networks to assist business productivity and performance . This should 
include connections with neighbouring railways. The Information Computing Centre is well 
equipped with modern computers and there are also computers at other enterprises, stations 
and depots.

Finance and Control

This section provides accounting and audit support to the businesses through application of 
networked financial packages. The section will employ 80 personnel mostly HQ based but 
travelling to offices throughout the network. The plan envisages implementation of robust 
financial procedures and systems , linked to an IT strategy for development step by step over 
the 5 year period of the business plan. The key tasks of the function are to prepare and co
ordinate the corporate budget and forecasts and will be responsible for Treasury and Cash 
control, accounting procedures and debt management.

Procurement

This section will be responsible for the tendering and central purchasing of services and 
equipment for supply to the businesses . Where appropriate outsourcing procedures will be 
developed and implemented. Comprehensive capability will be achieved in the first year of the 
plan and enhanced during the next 4 years of the plan.

Real Estate

The management of Property disposal, rent and development will be handled by this division . 
These will include valuation and presentation to the market working as a support to the 
businesses to identify and categorise land as operational and non-operational. An action plan 
will be developed for implementation during the 5 year period of the plan to dispose of 
redundant land and exploit commercial opportunities.
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Organisation

The organisation section will be responsible for the support to the businesses in implementing 
the new structures . This division will operate for 2 years then be absorbed within the Human 
Resources section . The key responsibilities will be to establish organisation principles in the 
development of the Corporate Organisation Restructuring Strategy, develop and agree new 
organisation charts and duty lists in detail and monitor implementation.

Human Resources

Development of high quality Personnel management systems will be established during year 1 
of the plan. This will include preparation of policies and strategies in respect to corporate 
human resources . The department deals with recruitment and staff development, pay 
negotiations, corporate medical /social services, payment of wages, training and management 
development.

Legal Services

(
The legal department will reside in the Corporate Services function .operating independently 
and providing access to legal services on a direct basis to all other departments . The head of 
the Legal function will as an advisor ( not in a decision making capacity) support and attend the 
Management Board as well as the Supervisory Board. Initially there may be a requirement for 
2 lawyers and a secretary dealing with legal affairs, advice and representation, monitoring and 
drafting of contracts. The services will be established in the first year and then carefully 
reviewed throughout the 5 year period of the plan.(

3.4.4.5 Freight Business Unit
I

The Freight Business Unit will have its own marketing and planning, sales, stations as well as 
operating and technical, finance/controlling/administration and human resources functions with 
corresponding managers. It will develop and sell freight services in the national and 
international markets. It will operate and lease its locomotive and wagon fleet from the Rolling 
Stock Business Unit.

It will employ, manage and develop its own staff. It will prepare its own financial plans and 
budgets, and define its products/services. It will operate as a self-contained business with 
profit responsibility, within the overall corporate goals and strategies of SR, and in collaboration 
with the other Business and Services Units in SR.

The Unit’s main functions will be :
• Transport of goods in a safe, reliable, cost effective and profitable manner
• Fixing of tariffs and rates
• Development and marketing of logistical systems
• Expansion of transit traffic and liaison with foreign customers, shippers and ports
• Development of combined transport
• Management of the assets like stations and freight terminals
• Realisation of financial and other targets set down at SR corporate level

The proposed organisation structure for the Freight Business Unit is shown in the Annexe.
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3.4.4.6 Passenger Business Unit

Like the Freight Business Unit, the Passenger Business Unit will be independent and self- 
contained. It will be structured in a similar way with managers responsible for marketing and 
planning, sales, stations, operating and technical, human resources and
finance/controlling/administration.

The main functions of the Passenger Business Unit would be :

Provision of cost effective and safe public passenger transport in the form of long 
distance (national and international) and commuter service with the goal of profitability 
Ticket pricing and fare structure
Development of attractive future-oriented services for passengers 
Management of the assets, particularly the passenger stations 
Management of coach fleet
Purchase of traction and coach maintenance from the Director Rolling Stock Business 
Unit.
Realisation of financial and other targets set down at SR corporate level

The proposed organisation structure for the Passenger Business Unit is shown in the Annexe.

3.4.4.7 Infrastructure Business Unit

We propose that all infrastructure activities and functions should be grouped together in an 
Infrastructure Business Unit. This will facilitate separate accounting for the infrastructure and 
its separate funding from public sources and thus make it much easier to prevent cross
subsidies between the different functions in the Corporation. This is very much in line with 
international trends whereby the provision of the infrastructure is seen, on principle, to be a 
public service in the same way as is available for the competing modes. This facilitates an 
equal treatment of all modes and thus permits harmonisation of competitive conditions. When 
making contributions to the funding of transport infrastructure the state has the possibility and 
the obligation to take account of the social costs (pollution, accidents, energy provision etc.) 
caused by the different modes. It can support investments into the infrastructure of those 
modes which produce advantages for the country as a whole.

The establishment of a separate Infrastructure Business Unit will also facilitate charging for use 
of the infrastructure and access of third party operators, if that is considered desirable at some 
time in the future.

The Infrastructure Business Unit will be self-contained with its own managers for planning and 
for sales of train paths, for path management and operating, construction, track maintenance, 
signalling and communications, human resources, and finance/controlling/administration.

The Infrastructure Operations Manager will carry responsibility for central dispatching, 
controlling track capacity and train running for both passengers and freight. He will be 
responsible for the overall timetable and will have a neutral position with respect to selling train 
paths to the Freight Business and Passenger Business Units of the Corporation or to third 
party operators.

The main functions of the Unit would be :
• provision of a safe, high quality infrastructure system
• maintenance of the system in the most cost effective manner
• development of an infrastructure plan and of the corresponding implementation strategy 

in harmony with the SR overall corporate plan
• marketing of train paths with the minimum goal of covering the infrastructure costs, 

realisation of the financial and other targets set down at SR corporate level

The proposed organisation structure for the Infrastructure Business Unit is shown in the 
Annexe.

3-14J98232A/Georgian Railways/Business Plan Issue 1.0/November 1998



3.4.4.8 Rolling Stock Business Unit

We propose the establishing of Rolling Stock Business Unit, which will carry out maintenance 
and overhauls for the Passenger and Freight Business Units on locomotives, passenger 
carriages, and freight wagons. It will operate as an autonomous enterprise with its own 
technical, workshops, accounts and human resource managers. It will negotiate contracts for 
the supply of maintenance services to the Passenger and Freight Business Units.

The option should be kept open for the Rolling Stock Unit to own rolling stock, which it would 
then lease to the Passenger and Freight Units to other licensed operators.

The Rolling Stock Unit will be encouraged to provide engineering services to third parties on a 
commercial basis. There should be potential for expansion of profitable business, especially 
from industrial railways and other adjoining railways.

• The principal functions of the Rolling Stock Service Unit will include:
• major maintenance and overhaul of rolling stock, including locomotives (electric and 

diesel), passenger carriages and freight wagons;
• contract with Passenger and Freight Business Units, and third party customers where 

profitable, for major maintenance, overhaul and other engineering services;
• development of best practice methods, systems, equipment and workshops for 

engineering work;
• management, training and development of staff;
• achievement of financial and other targets set by Rolling Stock Unit and approved by 

Board of SR.
The proposed organisation of the Rolling Stock Division is shown in the Annexe.

3.4.4.9 Corporate Services Unit

The Executive Board of SR - chaired by the Director General - will have overall responsibility 
for the performance of the Corporation and the co-ordination of the Business Units. The Board 
and its individual members as Directors of their respective Business Units will be assisted in 
their tasks by a Corporate Service Unit, which will also be headed by a member of the Board. 
This Unit will supply services that are more economic to provide centrally rather than be 
duplicated in each of the Business Units, or that are necessary for ensuring the unity of the 
Corporation.

We propose that the Corporate Services Unit will be responsible for

Corporate Planning, which will draw together the plans of the Business Units, ensure 
that they are in harmony with overall SR objectives and with each other, and present the 
overall SR corporate plan. Included in this function are economic studies and forecasting 
Computer systems, information technology and data network services 
Finance and controlling, providing financial accounting, budgeting, treasury and funding 
services, monitoring of capital expenditure
Procurement which will set the purchasing procedures for all Business Units, and carry 
out purchasing of designated items
Real estate which will develop property and optimise use and financial return on SR 
properties
Development of the overall organisation structure of the Corporation
International (bilateral and multilateral) relations including memberships of SR in
international organisations, translating and interpreting functions
Human resources, setting overall SR policies and procedures on Human Resources,
and providing central pay negotiations, training and other services
Legal services, ensuring compliance with all legal requirements and providing contract
drafts
Internal audit, providing internal financial monitoring and ensuring the integrity of SR's 
systems and procedures
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Press and public relations, which would include close liaison with press radio and 
television, and be the railway spokesperson on matters of public interest. Establishing 
corporate identity of the railway and the publishing information etc

The proposed structure for the Corporate Services Unit is shown in Annexe.

3.4.4.10 Ancillary Services Unit

It is recommended that all non-core ancillary services such as hospitals and schools be 
transferred out the railway to more appropriate Departments of Government. It is understood 
that this process is underway at present and the railway is to be commended for its initiative in 
this matter. This will not be a core Business Unit as such but a support unit responsible for 
short term development of ancillary activities.

The railway was in the past described as a state within a state offering railway personnel and 
their families a variety of benefits and services. Where these services are being withdrawn 
they should be done with care and sensitivity.

Of course it will be necessary to make wage adjustments where appropriate and in this regard 
it is encouraging to see that SR are in the process of substantially increasing staff wages 
during the current year.

The opportunities for setting up the ancillary business will increase as time goes by and 
enterprises such as Tblisi Locomotive Factory, and Track Reconstruction should be 
considered for inclusion in this area of responsibility

3.4.5 Other services

3.4.5.1 Manager safety

Safety of operations is the first priority of any railway. It must be able to carry large numbers of 
passengers to their destinations safely. Despite any financial or competitive pressures safety 
cannot be compromised. For that reason and also to give the necessary high profile it is 
recommended that the position of Manager Safety should report directly to the Director 
General. The protection of the environment will become ever more important in the future and 
it is therefore proposed to include protection of the environment as part of Manager Safety 
responsibility.

3.4.5.2 Secretariat of Director General

We propose that the Head of DG's Secretariat - directly subordinate to the DG - will have the 
following main functions :

• Support the Director General in his co-ordinating activity within the Board
• Support the Director General when representing the Corporation outside
• Ensure smooth and effective functioning of the Board
• Co-ordinate the activities of the assistants and secretaries within the DG’s Secretariat
• Advise the DG and the other members of the Board in matters of protocol

3.4.5.3 Regional and local level

General administrative levels as far as they exist on the regional and local level should be 
eliminated. Every Business Unit will decide about its own regional and local organisational 
needs (regional and local offices) and manage them directly.
A typical organisation for the maintenance of way for the local management is shown in the 
Annexe.
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3.4.6 Management relationships within SR

It is recommended to create a selling/buying relationship between the Business Units.
One of the main selling/buying relationships will be the one between the Freight and 
Passenger Business Units on one hand, and the Infrastructure Business Unit on the other. The 
latter will be responsible for a well functioning railway network, setting up train paths and 
selling them to the former, who will pay user fees on a train-km basis.

In the same way traction and passenger coach maintenance services will be negotiated 
between the Freight and Passenger services.

3.4.7 Implementation plan

The task of changing the organisation structure to the proposed new structure is a very 
significant one. The change must be carefully planned and will require the full commitment of 
the Director General and the other members of the Executive Board.

We are proposing the establishment of a Re-Structuring Task Force under the direction of the 
Director General, with responsibility for planning and co-ordinating the implementation of the 
new organisation structure. Each member of the Board will establish for his Business or 
Services Unit a Project Implementation Unit team, which will carry out the changes required, 
under the overall direction of the Re-Structuring Task Force.

We anticipate that the proposed changes can be substantially implemented within three years, 
although transition solutions might be necessary in some cases.

The members of the Re-Structuring Task Force should include representatives of each 
Business and Services Unit, assisted by an expert consultant facilitator respectively.

The objectives of the Re-Structuring Task Force would be to

• Develop a master plan for all the activities that must take place over the entire re
organisation implementation period

• Issue guidelines to the Project Implementation Units in each Business and Services Unit
• Co-ordinate and approve the plans of the Units’ teams
• Monitor and report to the Executive Board on progress. Amend plans as necessary
• Assist the Unit Implementation teams in resolving difficulties that may arise, and in taking 

corrective measures to maintain the momentum of change

The Unit Implementation Teams should contain representatives from the main functional areas 
in the Unit. The Unit Director may chair the Team or delegate the chairmanship to a competent 
senior manager. In any case the Project Implementation Team will be responsible to the Unit 
Director, subject to the co-ordination of its work by the Re-Structuring Task Force.

The objectives of the Project Implementation Unit Teams will be to:

Develop detailed implementation plans for their individual Units
Ensure that the individual Unit plans are in harmony with the overall re-organisation plan 
and with each other
Submit plans for approval to the Re-Structuring Task Force and report on progress

The relationships between the Re-Structuring Task force and Project Implementation Teams 
are shown in the Annexes.
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3.4.8 Further restructuring options

3.4.8.1 Attraction of private capital

It would be an advantage for SR, as well as a financial relief for the government, if private 
capital could be attracted to the railway business. It can be thought of in terms of joint ventures 
in future subsidiaries of the Business Units as mentioned above, particularly in the field of 
Combined Transport, and Container Traffic, where opportunities will arise for financing and 
operating modified rolling stock, and developing and planning suitable depots and handling 
systems.

Similarly in the area of infrastructure, there are many opportunities for joining with private 
companies in maintenance of track and signalling.

In the rolling stock area there are many possibilities to enter into joint ventures in maintaining 
the rolling stock fleet for SR and for selling on surplus capacity to neighbouring railways.

Examples in the field of passenger traffic are:

The use of railway real estate (for example a railway station) by a joint venture - SR bringing in 
the building and the surrounding area and the private investor financing the refurbishment of 
the station and bringing in the management know-how could lead to profitable business 
through establishment of shops, restaurants, cinemas etc. by small entrepreneurs.

The other example would be a hotel joint venture to which SR would contribute the 
construction ground near the railway station and the possibility to make hotel reservations 
through the general railway reservation system, and the private partner would finance the 
construction of the building and contribute the hotel management know-how.

3.4.9 Tendering procedures

As soon as SR acquires a proper chartered legal status, it should rapidly introduce tendering 
procedures in the field of procurement of products and services. Competition between 
providers within Georgia and/or foreign providers should be used to the maximum advantage 
of SR with the aim of reducing costs.

3.4.10 Outsourcing

SR’s Board should be given the task to permanently take into consideration the possibility of 
purchasing services from third parties instead of producing them within SR. There should be 
no ideology playing any role in this respect, only thorough calculations undertaken case by 
case will show the financial advantages or not of outsourcing.

Legal framework of Georgia Railways3.5

Examination of the legal framework and status of the Railway, its respective powers, 
obligations and responsibilities and its relationships to the Ministry of Transport and 
Communications and other Government agencies, including price control and anti-monopoly 
authorities was carried out by the legal expert as his main task.
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3.5.1 Regulator

Reference has been made in the plan to the position of a Regulator. This person would have 
the responsibility of determining the level of Public Service Obligation in the light of monopoly 
operation of the railways.

This person would have also an obligation to ensure that the railway did not abuse their 
monopoly position. This position will decrease as competition is increased.
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4 BUSINESS FINANCIAL PLAN

4.1 Introduction

4.1.1 The Corporate Planning Process

The development of a Business Financial Plan is a vitally important part of the process of 
transforming the railway into a commercially focused organisation. The Business Plan reflects 
how the management of the railway intends to develop the business over a predefined period 
of time, five years. Detailed spreadsheets for the 5 year model are shown in Appendix B.

The preparation of the Business Plan is a vitally important management task which requires 
the active participation of all of the senior and middle management team. All managers are 
expected to contribute to the planning process and they must communicate effectively with 
each other . Modern commercial organisations engaged in the development of Strategic 
Business Plans use a technique known as “top down planning”. This technique allows the 
senior management team to set targets for the Strategic Business Units in terms of revenue 
growth required, expenditure limits, and desired profitability. Detailed Action Plans or 
Implementation Plans are then developed by middle management to show how they will 
achieve the objectives set out in the Strategic Business Plan and they are provided with the 
opportunity to suggest modifications to the Plan as required.

Modern commercial organisations use corporate financial computer models to assist them in 
the development of the Business Plan. These computer models are designed to provide 
management with an assessment of the impact of the changes in the business that are 
proposed in the Marketing Plan, the Operations Plan, the Investment Plan and the Financial 
Plan. The corporate financial computer model also provides management with an opportunity 
perform sensitivity analysis whereby they can assess the impact of changes in key variables 
such as traffic volumes, wage rates, exchanges rates etc., on the financial results of the 
organisation.

The corporate financial computer model is essentially a communications tool which allows 
management to draw together the various strands of the business plan into a simple set of 
financial statements. In most organisations the first year of the corporate business plan forms 
the basis for the preparation of corporate budget.

The Business Plan is revised annually in the light of changes in the business environment.

4.1.2 Preparation of the Corporate Financial Computer Model

The consultants have developed with the railway a computer model in order to achieve two 
objectives :

To demonstrate the impact of specific recommended measures on the financial 
performance of the railway;

To make the economics/accounting personnel of the railway familiar with the techniques 
of financial modelling in order that they may develop their own financial projections in 
future.

The key assumptions used in the preparation of the financial forecasts are set out in a 
separate section of this document. The draft financial projections that are presented in this 
report will form the basis of future discussions with the railway at which time the consultants 
will seek to involve railway managers in the preparation of a revised financial projections. This 
process of communication is an essential part of gaining local management acceptance of the 
changes proposed and also provides an opportunity for the railway to become actively involved 
in the preparation of the plan.
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The corporate model also draws on the knowledge of the railway’s economics and accounting 
departments to present a set of integrated financial statements. The economics department 
has confined itself to projections of revenues and expenditure, and the necessity to prepare 
projected cashflow statements and balance sheets is a significant development which will 
expose railway personnel to modern financial management techniques and highlight the need 
for improved cash management and improved management of working capital.

4.1.3 The Structure of the Financial Computer Model

During the two day management seminar conducted in the railway, the consultants introduced 
the participants to the concept of financial computer models. The structure of a generic model 
was illustrated using the diagram below.

Financial Model

I

Economic Variables

Projected inflation rates : The model provides the facility to produce financial forecasts in 
current prices by allowing the user to enter projected inflation rates. If projections are required 
in constant prices then the inflation rate can be set to zero.

Projected exchange rates : The local currency exchange rate to the US$ must be entered for 
the period covered by the financial projections. Although the majority of the model inputs are in 
local currency the US$ exchange rate is important in calculating the local currency equivalent 
of projected capital investments and the local currency value of foreign currency loans.

Financial Data

The model uses existing railway financial data in a format that is recognisable to the 
management of the railway. This basically consists of revenue data for freight and passenger 
traffic, department expenditure data extracted from the railways accounts, and the current 
railway consolidated balance sheet. One of the challenges facing the railway is the initial 
separation of its existing revenue and costs into separate streams to reflect the activities of the
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new Strategic Business Units. It addition the railway will have to allocate the assets and 
liabilities to the new business units. This is a major task which will require a more fundamental 
review of the accounting information in the railway as part of the ongoing restructuring process.

Revenue data: The model contains traffic forecasts for the freight and passengers business 
units. Freight traffic is expressed in terms of tonnes and net tonne kilometres and revenue is 
calculated at the average tariff per tonne kilometre for the major traffic types. Passenger traffic 
is expressed in terms of passenger numbers and passenger kilometres and revenue is 
calculated using the average tariff per passenger kilometre for international, local and 
suburban traffic.

I

Expenditure data: The model uses the departmental costs splits that are produced by the 
existing accounting systems. Expenditure is therefore shown according to the existing 
departmental structure but an initial reallocation of costs to the new business units has been 
prepared by the consultants. These expenditure splits are tentative and will need to be 
reviewed by the management of the railway and modified as required. It must be stressed that 
the preparation of meaningful costs projections for the new business units is heavily dependent 
upon the introduction of a new management accounting system which uses a coding structure 
designed to separate the costs of the business units into different streams at the time the 
transactions are being recorded in the books of accounts.

{

(

\

Consolidated balance sheet: The existing consolidated balance sheet of the railway is used 
as the basis for the projection of the future financial position of the railway. Individual balance 
sheets for the Strategic Business Units do not exist at this time and will only become available 
when the railway has completed the task of assigning assets and liabilities to the new units as 
part of the restructuring process.

i

Operating Statistics

The model contains provides the facility for the input of essential operating statistics for the 
freight and passenger business. These statistics are non-financial in nature and represent the 
basic operating parameters for the freight and passenger business units.

Freight Operating Statistics : The operating requirements of the freight business unit are 
determined by the freight traffic forecasts. It is anticipated that in future the freight business 
unit will contract with the rolling stock business unit for the supply of traction units, wagons and 
associated services. It is therefore essential that the corporate financial computer model 
provides the facility for the freight business unit to assess it requirements based on the 
projected volume of traffic. The model provides the management of the railway with an 
operating profile based on number of locomotives required, assumed locomotive utilisation, 
average train size, and wagon fleet required.

Passenger Operating Statistics : The operating requirements of the passenger business unit 
will also be determined by traffic forecasts. It is anticipated that the passenger business unit 
will contract with the rolling stock business unit for the supply of traction units, passenger 
coaches, and EMU’s. The corporate financial model therefore provides management with the 
facility to assess its operating requirements based on projected passenger traffic volumes. The 
model provides the management of the railway with an operating profile based on number of 
locomotives required, EMU’s required, assumed utilisation, average train size, and passenger 
coach fleet required.

Management Plans

The Business Plan is essentially a means of presenting the strategy that management has 
developed for running the business. The financial model provides management with the facility 
to establish the impact of specific measures on the financial performance of the business. Here 
for example management can view the impact of staff reduction on overall profitability. Equally 
management can determine the impact of increased expenditure on the maintenance of rolling 
stock and infrastructure which is required because of the backlog of work caused by recent 
cash shortages. The corporate model provides the railway with the ability to establish how
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much it can afford to spend to regenerate the railway and restore it to the level of operating 
efficiency that is required to provide customers with a high quality service.

The “top-down” approach to business planning is very useful in setting targets but this must be 
supplemented with much detailed planning. If the objectives set out in the business plan are to 
be achieved then operating managers must be actively involved in the preparation of detailed 
implementation plans and these must be reflected in the organisations annual budget.

Investment Plan

The corporate financial model contains summary details of the railways investment plan. This 
investment plan should include all of the capital investment proposals planned by the railway 
as part of the redevelopment of the business. The investment plan is therefore not limited to 
items covered by funding provided by international financing institutions such as the European 
Bank for Reconstruction and Development (EBRD) but should include additional investment 
priorities identified by the railway which need to be funded from its own resources or by State 
funds.

\ч

j

\
Prior to inclusion in the Business Plan the investment proposals should have been subjected to 
rigorous economic and financial analysis to determine the internal rate of return associated 
with each investment proposal.

Funding Sources

The corporate model contains details of the finance that is available to pay for the investment 
programme. The basic input to the model will include the size of the loan finance available, the 
term of the loan, the grace period before repayment of the principle commences, and the rate 
of interest charged. The model calculates the annual interest payments for incorporation into 
the projected income statement, the capital repayments for inclusion in the cashflow statement 
and the outstanding loan balance for inclusion in the corporate balance sheet as an 
outstanding liability.

Where appropriate the model will also take account of any local financing that has been 
identified either in the form of a capital grant from State funds or in the form of an additional 
equity contribution.

Output from the Corporate Financial Model

Income Statements

Projected Business Unit Income Statements : Projected income statements are produced 
for the Freight and Passenger Business Units, and projections of costs for the Rolling Stock 
Business Unit, the Infrastructure Business Unit, and Administrative Services Unit. The costs of 
the Rolling Stock Business Unit, the Infrastructure Business Unit and the Administrative 
Services Unit have been charged to the Freight and Passenger Business Unit. These costs 
have been charged out in the cost projections in order to establish the principle that the freight 
and passenger units will pay for the services they receive. The exact size of the charges will 
have to be determined through a process of negotiation between the business units.

Projected Consolidated Income Statements: The model also produces a consolidated 
income statement for the total railway. Even after the restructuring of the railway into separate 
business units it will still be necessary to produce consolidated or “group accounts” for the 
railway which summarises the overall financial results for all of the business units.

Cash Flow Statements

The model produces projected cashflow statements for the total railway. To produce 
meaningful cashflow statements for the new Business Units it would be necessary to have 
opening balance sheets for each unit and these are not currently available. The cashflow 
statement reflects the impact of the investment programme and the repayment of the EBRD

4-4 Issue 1.0/November 1998J98232A/Georgian Railways/Business Plan



loan which at this time is deemed to be the responsibility of “the railway” and not of individual 
Business Units.

Consolidated Balance Sheets

The model produces projected balance sheets based on the opening balance sheet position as 
at 01.01.1998. The balance sheets are completely automated and any changes made to the 
corporate model will be carried through to the balance sheet.

When the railway has had an opportunity to determine the split of assets and liabilities between 
the business units and produce individual balance sheets for them, then the model should be 
updated to project these business unit balance sheets.

4.2 Financial Plan

4.2.1 Key Assumptions

Assumptions used in Corporate Financial Computer Model
Planning Parameter Modelling Assumption

General economic parameters
- Inflation
- Exchange rate

- inflation of 6.2% per annum from 1999 to 2003
- base 1.34 to US$ in 1998, declining to 1.46 in 

2001 and to 1.55 in 2003
Freight Traffic and Revenue
Freight Volumes
- import/transit oil (1999 +20.9%),( 2000 +14.6%), (2001 +4.0%), 

(2002 - 1.0%), (2003 -1.0%) (Tariff elasticity - 
0.5%)
(1999 +13.2%),( 2000 +9.0%), (2001 +5.8%), 
(2002 +6.2%), (2003 +6.5%) (Tariff elasticity - 
0.2%)
(1999 +5.4%),( 2000 +5.5%), (2001 +5.5%), 
(2002 +5.6%), (2003 +5.7%) (Tariff elasticity - 
0.3%) ________

- other international freight

- local freight

Freight Tariffs
- import /transit oil
- other international freight
- local freight__________

reducing by 3% per annum in real terms 
reducing by 3% per annum in real terms 
reducing by 3% per annum in real terms

Passenger Traffic and Revenue
Passenger Volumes
- international/long distance
- suburban services

2% per annum (tariff elasticity -0.5%) 
2% per annum (tariff elasticity -1,0%)

Passenger Tariffs
- international/long distance
- suburban services

increasing at 5% per annum in real terms 
increasing at 5% per annum in real terms

Freight Operating Resources
- loco fleet Requirement for 109 loco’s declining to 97 by 

2003
1.6 loco’s on average per freight train
2500 wagons declining to 2323 wagons in 2003
38.8 wagon per train increasing to 42 in 2003

- loco’s per train
- wagon fleet
- wagons per train
Passenger Operating Resources
- loco fleet
- loco per train
- EMU’s
- passenger coach fleet
- passenger coaches per train

requirement for 25 loco's declining to 21 by 2003 
average of 1.27 declining to 1.2 by 2001 
60 EMU's remaining constant 
250 declining to 222 by the year 2003
average of 8.3 declining to 8.1 by 2001______
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Operating Costs
Passenger Services
- labour productivity Staff reduction (1999 -3%), (2000 -7%), (2001 - 

8%)
(2002 -8%), (2003 -8%)
Real wages increase by 25% in 1999, 20% in 
2000, 15% in 2001, and 10% per annum 
thereafter
10% increase per annum
10% increase per annum__________________

- unit wages

- materials
- other costs ( excluding depreciation)
Freight Services
- labour productivity Staff reduction (1999 -3%), (2000 -7%), (2001 - 

8%)
(2002 -8%), (2003 -8%)
Real wages increase by 25% in 1999, 20% in 
2000, 15% in 2001, and 10% per annum 
thereafter
10% increase per annum
10% increase per annum_________________

- unit wages

- materials
- other costs ( excluding depreciation)

Traffic Department
- labour productivity Staff reduction (1999 -3%), (2000 -7%), (2001 - 

8%)
(2002 -8%), (2003 -8%)
Real wages increase by 25% in 1999, 20% in 
2000, 15% in 2001, and 10% per annum 
thereafter
10% increase per annum
10% increase per annum_________________

- unit wages

- materials
- other costs ( excluding depreciation)
Locomotive Department
- labour productivity Staff reduction (1999 -3%), (2000 -7%), (2001 - 

8%)
(2002 -8%), (2003 -8%)
Real wages increase by 25% in 1999, 20% in 
2000, 15% in 2001, and 10% per annum 
thereafter
constant in real terms
10% increase per annum
10% increase per annum__________________

- unit wages

- fuel ( diesel & electric traction)
- materials

- other costs ( excluding depreciation)
Wagon Department
- labour productivity Staff reduction (1999 -3%), (2000 -7%), (2001 - 

8%)
(2002 -8%), (2003 -8%)
Real wages increase by 25% in 1999, 20% in 
2000, 15% in 2001, and 10% per annum 
thereafter
10% increase per annum
10% increase per annum_________________

- unit wages

- materials
- other costs ( excluding depreciation)
Track Services
- labour productivity Staff reduction (1999 -3%), (2000 -7%), (2001 - 

8%)
(2002 -8%), (2003 -8%)
Real wages increase by 25% in 1999, 20% in 
2000, 15% in 2001, and 10% per annum 
thereafter
10% increase per annum
10% increase per annum_________________

- unit wages

- materials
- other costs ( excluding depreciation)
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Signalling
- labour productivity Staff reduction (1999 -3%), (2000 -7%), (2001 -

8%)
(2002 -8%), (2003 -8%)
Real wages increase by 25% in 1999, 20% in 
2000, 15% in 2001, and 10% per annum 
thereafter
10% increase per annum
10% increase per annum________________

- unit wages

- materials
- other costs ( excluding depreciation)
Electricity Supply
- labour productivity Staff reduction (1999 -3%), (2000 -7%), (2001 -

8%)
(2002 -8%), (2003 -8%)
Real wages increase by 25% in 1999, 20% in 
2000, 15% in 2001, and 10% per annum 
thereafter
10% increase per annum 
10% increase per annum________________

- unit wages

- materials
- other costs ( excluding depreciation)
Buildings
- labour productivity Staff reduction (1999 -3%), (2000 -7%), (2001 - 

8%)
(2002 -8%), (2003 -8%)
Real wages increase by 25% in 1999, 20% in 
2000, 15% in 2001, and 10% per annum 
thereafter
10% increase per annum
10% increase per annum__________________

- unit wages(

- materials
- other costs ( excluding depreciation)

I

Administrative Services
- labour productivity( Staff reduction (1999 -3%), (2000 -7%), (2001 - 

8%)
(2002 -8%), (2003 -8%)
Real wages increase by 25% in 1999, 20% in 
2000, 15% in 2001, and 10% per annum thereafter 
constant in real terms 
constant in real terms

- unit wages

- materials
- other costs ( excluding depreciation)
Ancillary
- labour productivity Staff reduction (1999 -0%), (2000 -14%), (2001 - 

82%))

- unit wages Real wages increase by 25% in 1999, 20% in 
2000, 15% in 2001 
constant in real terms to 2001 
constant in real terms to 2001

- materials
- other costs ( excluding depreciation)
Working Capital
- accounts receivable
- accounts payable
- inventory________

i
130 days in 199 reducing to 90 days by 2003 
112 days in 1999 reducing to 90 days by 2003 
135 days stock reducing to 120 days by 2003

Investment
- project investment ( US$ 1998)
- other investment (lari 1998)

$15 million in 1999, $11 million in 2000 
25 million lari in 1998, 28.3 million in 1999, 25.2 
million in 2000, 24.9 million in 2001, 19 million lari 
in 2002, 20.5 million lari in 2003 
refurbishment as required by freight and 
passenger business units___________________

- rolling stock refurbishment
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Funding
- Sources of Fundsi EBRD $20 million (1999-2001)

Other Foreign Loans 3.3 million lari ( 1998 - 2000) 
EBRD 7% for 15 years (3 years grace)
Other 7% for 15 years ( 3 years grace)
Local loan facility 22% reducing to 12%
None
20 million lari in 2001,2002,2003_____________

- Borrowing Terms

- Government Contribution
Public Service Payments

4.2.2 Financial Statements
■

Consolidated Income Statement

The financial statements produced as part of the draft business plan for SR must be regarded 
as a starting point for further discussions with management on the future of the railway. They 
are baseline projections which will be modified once senior management have had the 
opportunity to review the document and comment of the changes that have been proposed by 
the consultants.

The traffic and revenue projections are consistent with data prepared for the EBRD by CIE 
Consult and presented as part of the Trans-Caucasian Rail Link Project report. The projections 
used are those contained in the Base Case scenario of that document.

( The financial projections for SR are based on the departmental expenditure data provided to 
the consultants for the period January to June 1998. The base for the projections is a full year 
estimate for 1998 which is based on a doubling of the departmental costs reported by SR for 
the half-year.

Passenger Revenue. Growth in passenger traffic up to 2003 of 6.6% is modest and the 
increase in largely a reflection of the application of a real increase in passenger fares of 5% 
per annum throughout the period of the plan. Cost recovery on passenger services in very low 
and a decision to increase tariffs in real terms will begin the process of shifting some of the 
burden for the cost of the services back to the customers. Cross subsidisation of passenger 
services from profitable freight services must be phased out. Support from the State will be 
required for essential social services and based on the preliminary allocations of costs to the 
Passenger Business Unit a figure of 20 million lari per annum has been included from the year 
2001. Rationalisation of services is essential if SR is to eliminate any residual losses in the 
passenger business that remain after the payment of the PSO.

> Freight Revenue : Growth in freight traffic between 1998 and 2003 is set at 41% and this is 
consistent with earlier projections prepared for the EBRD. Tariffs on all traffic carried by 
Georgian Railways is set in either US$ or Swiss francs and as a consequence of this the local 
currency yields will vary inversely with changes in the lari exchange rate. The assumption that 
local yields are adjusted to maintain a constant rate in lari whilst international rates are set to 
reduce by 3% per annum in real terms, has been retained. Export oil yields ( revenue/ntkm) 
have also been assumed to reduce by a further 5% in real terms in 1998 as a result of low 
world crude oil prices and competition from Russian rail routes for Tengiz crude.

!

" Л
Domestic traffic is forecast to increase by between 6% and 8% per annum over the period of 
the plan in line with forecast growth in GDP. Short haul domestic traffic may be lost to 
competition from road haulage but this represents only a small proportion of SR traffic in total. 
Exports are a relatively minor part of total traffic and growth in this area has been set at 
between 5% and 10% per annum.
Imports of refined oil products are held constant for the period of the plan as increased 
demand for energy may be met by local production as well as imports through the Black Sea 
ports. Grain and flour imports are assumed to be constant. Other semi-bulk freight is assumed 
to grow by 5% per annum with manufactured goods, foodstuffs and imported fuel growing by 
10 per cent per annum.
Transit oil traffic is forecast to grow by 10% per annum over the period to 2003 with almost all 
of the growth occurring in the first three years on the plan. After the initial growth the volumes
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will stabilise as the reduction in crude oil transport is off-set by increasing volumes of refined 
products for regional markets.

Ancillary/Other revenue : It has been assumed that ancillary revenue will grow in 1999 but 
that as the restructuring process takes effect the revenue from ancillary activities will be 
phased out and it will disappear completely by 2002. Other revenue from loco hire and 
demurrage has been assumed to remain and it increases in line with inflation.

Georgian Railways operating costs, expressed in current prices, grow by 83% between 1998 
and 2003.

Staff numbers are projected to decline by 30% over the period of the plan spread across all of 
the Business Units but the financial impact of this is eroded by the projected increases in real 
wages. Salaries are assumed to increase in by 25% in 1999, by 20% in 2000, by 15% in 2001 
and by 10% per annum thereafter. These increases are in addition to inflationary adjustments 
and are consistent with the level of increases contained in the financial projection produced for 
the EBRD and presented as part of the Trans-Caucasian Rail Link Project report. The success 
of a voluntary staff reduction programme may be impeded by the awarding of large salary 
increases as it reduces the incentive to opt for voluntary severance. SR will need to make a 
policy decision in this area regarding the granting of salary increases and the improvement in 
working conditions during the period of the restructuring.

Expenditure on materials and capital repair grow by 138% during the period of the plan. The 
increase in due to a combination of local inflation, growth in the level of traffic which results in 
higher levels of activity and an assumed increase in expenditure of 10% per annum in real 
terms. The backlog of maintenance activity has resulted in artificially low unit costs and these 
need to be adjusted upwards.

The locomotive fleet and the rolling stock fleet are much larger than required and therefore the 
costs of operations are based on operating requirements rather than existing levels of vehicle 
ownership. Scrapping or disposal of surplus vehicles needs to be addressed by SR during the 
period covered by the business plan.

Fuel costs rise by 58% during the period of the plan however it has been assumed that fuel 
prices remain constant in real terms. The increase in expenditure is due to a combination of 
inflationary increases and higher levels of activity.

Ancillary activity costs are assumed to be phased out by 2002 in line with the restructuring 
proposals in this area.

The costs of other activities increases in line with inflation.

Depreciation is shown in the Business Plan based on asset values shown in the SR balance 
sheet and the projected levels are consistent with the figures contained in the EBRD financial 
projections. The increased charges for depreciation reflect the impact of the proposed 
investment.

The projected net income shown in the Business Plan is positive through the period 1999 to 
2003 however it is assumed that the Government is contributing to the support of socially 
necessary passenger services from 2001 onwards.

Consolidated Cash Flow

Operating cashflow is positive for the period of the plan which will allow SR to fund a significant 
amount of maintenance activity to clear the backlog that has arisen in recent years. This 
rehabilitation work will supplement the investment programme that is being funded by the 
proposed EBRD loan. The growth in freight traffic provides the funds to support the projected 
increases in wage rates and higher levels of expenditure on materials and capital repairs. The 
assumed funding of passenger services by the State contributes 60 million lari cumulatively to 
the cash flow and overall cashflow would remain positive at a significantly reduced level of 
contribution.
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Consolidated Balance Sheets

Current assets increase from 64.5 million lari in 1998 to 115.9 million lari in 2003 mainly due to 
the accumulation of a large cash surplus. The cash position is contingent upon the payment of 
the PSO and in the event that SR does receive a substantial contribution from the State it is 
likely that the additional cash would be used to fund additional investment. It has been 
assumed that there will be a significant reduction in the level of accounts receivable with 
receivable days reducing from 155 days in 1998 to 90 days in 2003. The value of inventory 
increases due to inflationary prices increases and the assumed increase in the level of 
expenditure on materials. Improved inventory management practices, however, are assumed 
to reduce the number of inventory days from 145 days in 1998 to 120 days in 2003.

N

;
The increase in the value of fixed assets reflects the investment programme funded by the 
EBRD and SR’s own rehabilitation/investment programme.

Current liabilities increase from 36.1 million lari in 1998 to 46.7 million lari in 2003 largely as a 
result of the increasing quantity and cost of materials purchased. It has been assumed that the 
payable days figure is reduced during the period of the plan from an initial figure of 123 in 1998 
to 90 days outstanding in 2003.

j

\ Long term debt increases from 16.5 million lari in 1999 to 25.9 million in 2003 and the equity 
and reserves balances grows mainly as a result of accumulated operating surpluses. The debt 
to equity ratio increases from 5% in 1999 to 9% in 2000 and then declines to 7% by 2003.

i

f ■

/

)
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4.3 Investment

The investment plan of SR has been the subject of extensive study and evaluation as part of 
the Trans-Caucasian Rail Link Project and the proposals have been incorporated into the 
Corporate Financial Model. Brief details of the investment components are given in the table 
below.

Investment Plan & Sources of Finance
Project Cost in US$ Millions

TACIS LocalEBRD Total
Track renewal 10.4 2.5 12.9
Track equipment 3.3 3.3
Bridgeworks 1.8 0.5 2.3
Signalling renewal 4.5 2.0 6.5
T elecommunications 6.0 1.0 7.0
Technical Co-operation 1.2 1.2

Total 20.0 6.07.2 33.2

The project will be financed by an EBRD Loan of $20.0 million, and EU grant of US $7.2 million 
for the telecommunications component, and US $6.0 million of local funds.

The financial internal rates of return for the project components have been calculated as part of 
a previous consultancy project and they are as follows :

Project FIRR by Component (% p.a.)
Project Component Cost (US$ million) FIRR (%)

Track renewal 12.90 15%
: Track equipment 3.30 26%

Bridgeworks 2.30 12%
Signalling renewal 6.50 21%
Telecommunications 7.00 19%
Total 32.00 19%

The main benefits included:

• reduced transit times through increased lines speeds arising from improved track and 
bridge condition and upgraded signalling;

• reduced track and rolling stock maintenance costs and fuel consumption through improved 
track condition;

• improved rolling stock utilisation and operating efficiency through the provision of an 
upgraded communications system.

Other investments by SR to rehabilitated the infrastructure and facilities during the period 1999 
to 2003 are projected to be as follows:

Year Millions Lari
1999 28.3
2000 25.3
2001 24.9
2002 19.0
2003 20.5
Total 118.0

4-11J98232A/Georgian Railways/Business Plan Issue 1.0/November 1998



4.4 Financial Plans of the Business Units

4.4.1 Separation of SR departmental costs according to Business Unit

The consolidated financial results provide an overview of the performance of the railways as a 
total entity. There will be a requirement to produce result in the consolidated format even after 
restructuring has been completed. In addition to the consolidated figures, however, it will be 
necessary for SR to produce financial data for each of the Business Units. The structures of 
these Business Units are currently being prepared and the task of assigning staff and 
resources to the new units will require a great deal of effort on the part of SR.

For the purpose of preparing a draft business plan the consultants have prepared a tentative 
split of the current operating department costs using a number of broad assumptions as 
follows :

Costs charged toDepartment Initial cost assignment
Charged entirely to Passenger 
Business Unit

Passenger
Services

100 % Passenger Business
Unit

Charged entirely to Freight 
Business Unit

Freight Services 100% Freight Business Unit

Charged to Passenger 
Business Unit and Freight 
Business Unit based on 
predetermined split of costs.

T raffic 
Department

80% Freight based on 
station and terminal staff 
levels
20% Passenger based on 
station and terminal staff 
levels

Locomotive Department costs 
charged out to Passenger and 
Freight based on Traction Unit 
Kms (i.e Locomotive Kms for 
Freight and Locomotive Kms 
plus EMU Km’s for Passenger)

Locomotive
Department

Passenger Drivers 
assigned to Passenger 
Business Unit 
Freight Drivers assigned to 
Freight Business Unit 
Balance of Locomotive
Department costs assigned 
to Rolling Stock Business
Unit

100% of costs charged out to 
Freight Business Unit______

Wagon
Department

100% to Rolling Stock 
Business Unit

Charged out to Passenger and 
Freight based on gross tonne 
kilometres

Track
department

100% to Infrastructure 
Business Unit

Charged out to Passenger and 
Freight based on gross tonne 
kilometres

Buildings 100% to Infrastructure 
Business Unit

Charged out to Passenger and 
Freight based on gross tonne 
kilometres

Signalling 100% to Infrastructure 
Business Unit

Charged out to Passenger and 
Freight based on gross tonne 
kilometres

Electrical 100% to Infrastructure 
Business Unit

50% to Freight and 50% to 
Passenger____________

Administration Administrative Services
Unit

4.4.2 Business Unit Cost Drivers

The Business Unit costs have been projected for the period of the plan using a number of 
specific cost drivers. For strategic planning purposes it is assumed that these cosf drivers are 
reliable indicators of the level of activity in the operating departments that make up the business 
units. The impact of changes in the cost drivers is in addition to the impact of price inflation, 
changes in real input prices and any cost reduction plans identified for the business.
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The main cost drivers that were used in the projection of Business Unit expenditure 
were are follows :

Passenger Business Unit: Cost Drivers

Department Name Main Cost Driver
Passenger Services Passenger Car kilometres
Traffic Department - Passenger Train kilometres
Driver and Assistant salary costs Passenger Train kilometres

Freight Business Unit: Cost Drivers

Department Name Main Cost Driver
Freight Services Net tonne kilometres
Traffic Department - Freight Train kilometres
Drivers and assistants salary costs Freight train kilometres

Rolling Stock Business Unit

Department Name Main Cost Driver
Locomotive Department - Traction Fuel Gross tonne kilometres
Locomotive Department - Other costs Locomotive kilometres
Wagon Maintenance Wagon kilometres

Infrastructure Business Unit

Department Name Main Cost Driver
Track department 80% variable with track Kilometres, 20% 

variable with gross tonne kilometres
Buildings Track kilometres
Signalling Track kilometres
Electrical Supply Track Kilometres

Corporate Services Unit

Department Name Main Cost Driver
Administration Number of staff employed

4.4.3 Passenger Business Unit projected income statement

Passenger Revenue: Growth in passenger traffic up to 2003 of 6.6% is modest and the 
increase in revenue is largely a reflection of the application of a real increase in passenger 
fares of 5% per annum throughout the period of the plan. Passenger Business Unit revenue is 
projected to grow by 83% between 1998 and 2003.

Cost recovery on passenger services in very low and a decision to increase tariffs in real terms 
will begin the process of shifting some of the burden for the cost of the services back to the 
customers. Cross subsidisation of passenger services from profitable freight services must be 
phased out. Support from the State will be required for essential social services and based on 
the preliminary allocations of costs to the Passenger Business Unit a figure of 20 million lari 
per annum has been included from the year 2001. Rationalisation of services is essential if SR 
is to eliminate any residual losses in the passenger business that remain after the payment of 
the PSO.

Direct expenditure on passenger services, including the costs of the passenger service 
department, a share of the traffic department costs and the salary costs of passenger drivers 
and assistants, grows by 112% during the period of the plan. This reflects increases in real
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wages, and increased expenditure on materials used in the repair of passenger rolling stock. 
The repair of passenger rolling stock is currently the responsibility of the passenger services 
department although this function should be performed by the rolling stock business unit which 
would then recharge the costs to the Passenger Business Unit.

Historical depreciation costs are constant throughout the period of the plan.!

The Passenger Business Unit must bear a charge for the use of infrastructure which is 
tentatively estimated at 7.9 million lari for 1998 and this grows to 11.9 million lari by 2003 in line 
with increases in costs of the Infrastructure Business Unit. The charge out is based on 
passenger train gross tonne kilometres.

Rolling stock charges are estimated at 6.4 million lari for 1998 growing to 10.3 million lari by 
2003. These charges are for the use of locomotives and EMU’s and the charges are based on 
the number of traction unit kilometres ( locomotive kilometres and EMU kilometres) operated 
by the passenger business unit.

The Passenger Business unit must also bear a proportion of the costs of the Administration 
and this charge has initially been set at 50%.J

The projected net result for the Passenger Business Unit in 1999 is a loss of 20.8 million lari 
which rises to 23.0 million lari in 2000. The payment of PSO of 20.0 million lari per annum from
2001 onwards reduces the size of the reported loss to 4.7 million lari in 2001, to 6.7 million in
2002 and to 8.7 million lari in 2003.

\

4.4.4 Freight Business Unit projected income statement.

Freight Revenue ; Growth in freight traffic between 1998 and 2003 is set at 41% and this is 
consistent with earlier projections prepared for the EBRD. Tariffs on all traffic carried by 
Georgian Railways is set in either US$ or Swiss francs and as a consequence of this the local 
currency yields will vary inversely with changes in the lari exchange rate. The assumption that 
local yields are adjusted to maintain a constant rate in lari whilst international rates are set to 
reduce by 3% per annum in real terms, has been retained. Export oil yields ( revenue/ntkm) 
have also been assumed to reduce by a further 5% in real terms in 1998 as a result of low 
world crude oil prices and competition from Russian rail routes for Tengiz crude.

Domestic traffic is forecast to increase by between 6% and 8% per annum over the period of 
the plan in line with forecast growth in GDP. Short haul domestic traffic may be lost to 
competition from road haulage but this represents only a small proportion of SR traffic in total. 
Exports are a relatively minor part of total traffic and growth in this area has been set at 
between 5% and 10% per annum.
Imports of refined oil products are held constant for the period of the plan as increased 
demand for energy may be met by local production as well as imports through the Black Sea 
ports. Grain and flour imports are assumed to be constant. Other semi-bulk freight is assumed 
to grow by 5% per annum with manufactured goods, foodstuffs and imported fuel growing by 
10 per cent per annum.
Transit oil traffic is forecast to grow by 10% per annum over the period to 2003 with almost all 
of the growth occurring in the first three years on the plan. After the initial growth the volumes 
will stabilise as the reduction in crude oil transport is off-set by increasing volumes of refined 
products for regional markets.

Direct expenditure on freight services, including the costs of the freight service department, a 
share of the traffic department costs and the salary costs of freight drivers and assistants, 
grows by 160% during the period of the plan. This reflects increases in real wages and a 
growth in expenditure in line with the projected increases in the volume of traffic.

Historical depreciation costs are constant throughout the period of the plan.

The Freight Business Unit must bear a charge for the use of infrastructure which is tentatively 
estimated at 24.0 million lari for 1998 and this grows to 48.8 million lari by 2003 in line with
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increases in costs of the Infrastructure Business Unit. The charge out is based on freight train 
gross tonne kilometres.

Rolling stock charges are estimated at 18.9 million lari for 1998 growing to 44.7 million lari by 
2003. These charges are made up of the cost of supplying and maintaining wagons used by 
the freight business unit and for the use of locomotives. The wagon maintenance costs are 
separately identified in the SR accounts and can be charged directly to the freight business 
unit. The charge of locomotive use is based on the number of locomotive kilometres operated 
in freight service.

The Freight Business Unit must also bear a proportion of the costs of the Administration and 
this charge has initially been set at 50%.

The projected net result for the Freight Business Unit in 1999 is a profit of 34.1 million lari 
which declines to 25.1 million iari in 2003. The increases in the infrastructure and rolling stock 
charges throughout the plan are the main factors that contribute to this deterioration. The 
increased freight traffic will result in a higher charges from both of the units. The Infrastructure 
and Rolling Stock Units will be embarking on rehabilitation programmes which will see their 
cost bases rising throughout the plan period and this will result in higher charges for track 
access and rolling stock use.

4.4.5 Rolling Stock Business Unit projected income statement

Revenue from the hire of locomotives to external parties and demurrage charges have been 
included in the rolling stock business unit income statement. These have been projected to rise 
in line with inflation.

Expenditure is projected to increase by 117% during the period of the plan. The increase is 
predominantly due to increases in real wages and higher expenditure on materials and capital 
repair due to a combination of local inflation, growth in the level of traffic which results in higher 
levels of activity and an assumed increase in expenditure of 10% per annum in real terms. The 
backlog of maintenance activity has resulted in artificially low unit costs and these need to be 
adjusted upwards. It should be noted that SR increased its expenditure on wagon maintenance 
during the first six months of 1998

Passenger coach maintenance costs are not reflected in the income statement as these are 
currently included in the costs of the passenger service department by SR.

The locomotive fleet and the rolling stock fleet are much larger than required and therefore the 
costs of operations are based on operating requirements rather than existing levels of vehicle 
ownership. Scrapping or disposal of surplus vehicles needs to be addressed by SR during the 
period covered by the business plan.

Fuel costs rise by 58% during the period of the plan however it has been assumed that fuel 
prices remain constant in real terms. The increase in expenditure is due to a combination of 
inflationary increases and higher levels of activity.

The expenditure of the rolling stock business unit is charged out to the Passenger and Freight 
Business Unit without any mark-up and the net surplus shown in the projected income 
statement reflects the revenue from external locomotive hire and demurrage charges only.

4.4.6 Network Infrastructure Business Unit projected income statement

The Network Infrastructure Business Unit expenditure is projected to increase by 91% during 
the course of the plan. The bulk of the increase in costs is in the track department reflecting 
rehabilitation work on track and bridges. As in the other business units labour costs increase 
significantly due to increases in real wages but the main cost increase is in capital repair work 
which rises from 10.9 million lari in 1998 to 25.1 million lari in 2003.

Historical depreciation charges rise from 10.7 million lari in 1998 to 25.1 million lari in 2003 due 
to the impact of capital investment projects.
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The Infrastructure Business Unit must bear the costs of the interest charges associated with 
the EBRD loan which is targeted at Infrastructural improvements.

The entire costs of the Infrastructure Unit is charged out to the Passenger and Freight 
Business Units based on the gross tonne kilometres calculated for each of those units. The 
charge out to the Freight Business increases more rapidly due to the increased traffic levels.

4.4.7 Corporate Services Unit projected income statement

The Corporate Services Unit will be responsible for providing support to the other Business 
Units. It will be responsible for a wide range of activities including the provision of management 
information systems, centralised accounting and statutory reporting, treasury management, 
pensions management and legal affairs.

The projected costs of the Corporate Services Unit increase by 27% during the course of the 
plan. Inflationary costs increases are offset by a general reduction in staffing and expenditure 
following the restructuring of the railways activities into business units.

The costs of Corporate Services have been charged out to the Passenger and Freight 
Business Units with each of those units bearing an equal proportion of the costs.
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5 PASSENGER BUSINESS

5.1 Background

With passenger volumes appearing to stabilise the key strategic objectives of the Passenger 
business unit will be to;

Maintain market share over the 5 year plan to achieve 507.9 million passenger 
kilometres in year 2003.

Introduce new management structures and procedures to achieve increases in 
productivity performance and efficiency

Create a marketing strategy to achieve targeted annual growth and set tariffs to achieve 
profit revenue and cost targets

Through track upgrading, renewal of rolling stock and locomotives achieve increases in 
speed and reliability

Separate the passenger business into two profit centres - inter city and regional.

Achieve productivity improvements by 2003 for;

Locomotives of 12% 
Train crews of 15% 
Coaches of 15% 
EMUs of 3%

• Review the frequency of stations so that they are;

8km or more apart on local services (non PSO)
Only major cities served by new inter city services of express trains.

Improve integration between rail and none rail passenger transport (eg. bus feeder 
services) covering routes where rail services have been withdrawn.

A key development in respect to this plan is that the railways develop their tariffs as shown in 
the Plan. This is a strongly recommended policy to ensure the viability of the railways and of 
the proposed rehabilitation measures. This is strongly linked to the development of a high 
quality of service to its clients. Clearly there needs to be improved marketing and improved 
cost accounting to enable managers to strengthen the sales efforts and performance on 
profitable opportunities. If the railway has to provide social services, for example, such as 
subsidised passenger transport there needs to be a method for compensation for such deficits 
from the Government. The costs of all rehabilitation measures shown in this Plan represents a 
heavy burden for the cashflow and therefore the priorities are shown as follows:

Permanent Way 
Wagon repair works 
Stations 
Rolling Stock 
Locomotives

(priority 1) 
(priority 1) 
(priority 2) 
(priority 3) 
(priority 3)
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5.2 Market (Current & Forecast)

There was a significant decline in passenger numbers between 1990 and 1995 due to the 
ongoing weakening of the economy and the challenges of developing international traffic. The 
research shows that a major fall occurred in 1995 and that international traffic in particular has 
faded substantially, contracting from around 400 million passenger - km in 1991 to around 3 
million in 1995. Table 4.1 shows the trend in passenger traffic until 1998.

Table 5.1 Passenger demand 1991-98

Regional Long-distance Total
Pass (mill) Pass-km (mill) Pass (mill) Pass-km (mill) Pass (mill) Pass-km (mill)

1991 6.2 294 4.8 1841 11.0 2135
1992 4.7 262 3.0 951 7.6 1213
1993 5.6 447 2.4 556 8.1 1003
1994 8.4 784 1.3 381 9.8 1165
1995 3.0 241 0.7 130 3.7 371
1996 1.9 121 1.4 259 3.3 380
1997 2.4 228 1.9 344 4.4 572
1998 est. 1.7 104 1.9 363 3.6 467

(1) 1996,97 and 98 figures assume that regional includes suburban passengers and long distance includes local and 
direct service passengers

5.2.1 Passengers carried by type of service

Table 5.2 shows the number of passengers by type of service carried in 1996, 1997 and the 
first six months of 1998.

Table 5.2 Passenger demand by service type 1996-98.

Type of service 1996 6
months

1996 1997 6
months

1997 1998 6
months

1998 est.

Direct
(international)

1960 3195 8890 55176 29771 59542

Local 671442 1400424 908157 1881272 930829 1861658
Suburban 856143 1954513 1225312 2429354 865539 1731078
Total 1529545 3358132 2142359 4365802 1826139 3652278

Table 5.3 Passenger kilometres by service type 1996-98

Type of service 1996 6
months

1996 1997 6
months

1997 1998 6
months

1998 est.

Direct
(international)

98 168 653 3852 2114 4228

Local 121035 259294 158095 340492 179416 358832
Suburban 65460 120799 118163 228069 52407 104814
Total 186593 380261 276911 572413 467874233937

Table 5.4 Average passenger haul by service type 1996 - 98

Type of service 1996 6
months

1996 1997 6
months

1997 1998 6
months

1998 est.

Direct
(international)

50 53 73 70 71 71

Local 180 185 174 181 193 193
Suburban 76 52 96 94 61 61
Total 122 113 129 131 128 128
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Between 1996 and 1997 all three types of traffic increased noticeably, however the 6 month 
figures for 1998 suggest that suburban traffic will return to 1996 levels by the end of the year.

The average haul of local and suburban passenger is small. This is to be expected given the 
size of the country. This however makes this traffic more vulnerable to competing modes 
namely bus. The location of the capital, Tbilisi, being non-central in location, has an influence 
on the average length of haul for domestic and international passengers. By rail Tbilisi is 
located 52km from the Azerbaijan border, 71 km from the Armenian border and 306km from 
the Black Sea port of Poti. All international traffic crosses the Azerbaijan or Armenian borders 
and most domestic traffic travels westwards towards Poti on the east-west main line. These 
distances explain why international traffic hauls are lower than domestic hauls. The hauls also 
suggest that the volume of transit rail passengers is low or non-existent.

The other reasons researched for the reduction in passenger numbers include the fact that 
fare evasion has resulted in apparently high loading yet the derived statistics show only a 17 
passengers per coach. The statistics are based upon ticket sales and the number of 
passengers entitled to go free. Also previously there were very cheap season tickets and 
prices have generally increased substantially albeit from a very low base. Overall passenger 
traffic contributes only 3% of the railways income and although the focus of investment will be 
on commercial freight operations the re-structuring plans shown here recommends solutions to 
the viability and funding issues involved in continuing the provision of passenger services.

It is not easy to identify the market share currently held by the rail passenger business 
however it is fair to say that rail’s market share has declined as a result of growth in competing 
modes such as air and bus. Competition is strongest on suburban routes and this market 
segment is expected to decline or remain static in the short term unless government acts to 
improve the attractiveness of these services. Growth in the rail market share is therefore likely 
to come mainly on long distance and international routes where the distance factor can give 
rail the advantage and will be in line with economic growth.

As a result of using ticketing data as the main source of identifying patronage there is a 
probable underestimation of the number of passengers using the trains. In 1996 the number of 
train kilometres was 2.6m compared with total passenger kilometres of 380m. This results in 
an average load of 146.2 passengers. Rationalisation of services is inevitable but it will be 
essential to retain and introduce services that maximise patronage in the time table.

Primarily, a result of poor infrastructure but also procedural delays, journey times are 
uncompetitively high. It is hoped that with necessary improvements in infrastructure alone 
there will be a significant drop in journey times.

The concept of separating the passenger market into two types, regional and intercity needs to 
be developed. Effort should be spent in developing the intercity service provision as a 
“flagship" service operating on a minimal, if any, subsidy with excellent marketing and offers.

Facilities on trains range from simple hard seat carriages to international coaches with sleeping 
facilities and air conditioning. The passenger business needs to identify the size of market 
willing to pay for extra comfort at a premium. It may be viable to reduce the number of sleeper 
coaches and replace them with airline style seats to boost patronage. Alternatively the poor 
comfort offered by some carriages may be deterring some of the market.

There is a need to review the viability of each station and other locations where stations need 
to stop. By reducing the number of stations and stops journey times will fall particularly for the 
intercity service and this will be paralleled by a reduction in operating costs.

Historically the passenger business has not been able to cover its own expenditure through 
revenue collected from its passengers. It is unlikely that in the short term the passenger 
business will be able to achieve profit in the commercial sense of the word. However by 
developing services which are more customer oriented then the business will have the 
opportunity to raise tariffs at minimum cost in terms of loss of market share. The passenger 
business in the short term at least has to receive a subsidy or withdraw unprofitable services.
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This subsidy may come from two sources. Firstly the government may choose to subsidise 
those services which the government believes are essential in terms of social need. The 
subsidy must be conditional on the continuing performance of these services in terms of 
meeting social objectives and in a cost-effective manner that is maximising revenue direct from 
the passenger on unprofitable services. The alternative is to continue cross-subsidy from 
other revenue generating businesses (namely freight). The criteria for subsidy should be the 
same as those if the subsidy came from the government. The freight business would need to 
know in advance of each year the subsidy required by the passenger business in order to plan 
to minimise its effects on the freight business performance.

The concept of a “level playing field” in the transport market needs to be discussed with 
government. Government subsidies to competing air services and free road access for buses 
and cars needs to be reviewed as these give such modes an advantage over rail.I

5.3 Operating and Financial Performance

5.3.1 Operating Performance and targets

The productivity of passenger services has improved with passengers per train km increasing 
from 146 to 190 as shown in Table 5.2 between 1996 and 1997. Performance in 1998 
however is expected to decline slightly

Table 5.5 Key operating performance indicators

1996 1997 1998 est
Passengers (mill) 3.3 4.4 3.6
Passenger km (mill) 380 572 467
Passenger train kms mn 2.6 3.0 2.8 est
Of which electric
Diesel
EMU

1.2
0.1
1.2

Loco km mn (est.) 
Of which electric 
Diesal 
EMU

4.7 5.4 est.
1.2
0.1
3.3

Vehicle km mn 
Of which electric haul 
Diesel haul 
EMU

15.1 17.3est.
1.0
6.6
22.7

Gross tonne km (excl loco) mn
Of which electric
Diesel
EMU

1334 1528 est

904
60
370

Passengers/train 146 190
Passengers per coach 
Of which local 
International

23.4 (22.5 six 
months)
18.4 (16.9 six 
months)
40.6 (42.9 six
months)_______

17.0 (6 months) 
20.5 (6 months) 
(no data)

17.4
17.0
18.3

Technical speed (km/h) 27.6 29.7 (29.8 six
months)________

29.5 (6 months)

Commercial speed (km/h) 20.5 22.1 (22.5 six
months)________

21.9 (6 months)

Comparing the first six months of 1998 with 1997 technical and commercial speeds have fallen 
slightly.
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Passengers per coach over the same periods are lower in total but have increased for local 
services in 1998. This implies that average loads on international services have declined to 
levels lower than experienced in 1996 or that the average number of coaches on international 
services have increased. The monthly breakdown of passenger loads per coach is shown 
below;

Table 5.6 Monthly variation in coach loads 1996-98.N

Month 1996 1997 1998
Local International Local International Local International

January 16.7 14.7 13.4 9.2 16.3 17.7
February 18.7 17.3 15.3 10.7 19.4 20.5
March 17.1 20.9 19.4 14.0 20.2 18.3
April 16.8 25.3 17.1 83.3 20.0 18.9
May 17.9 25.9 16.2 69.7 23.8 24.2
June 21.6 24.8 18.7 78.2 23.5
July 23.4 22.2 20.9 39.1
August 18.5 20.5 22.4 33.8
September 15.0 21.5 18.9 34.9
October 12.3 8.3 17.3 38.9
November 13.2 10.6 18.2 37.2

W- December 14.6 8.8 18.7 16.6

5.3.2 Train capacity

The 1998/99 timetable reports the typical capacities of international and long distance services. 
Trains are made up of a combination of the following wagons;

International standard - 18 passengers
Compartment standard - 36 passengers or less depending on needs of staff 
Reserved standard - 54 passengers 
General standard - 81 passengers

International services operate from Tiblisi to Moscow, Baku, Kiev and Erevan. The capacities 
on these trains is shown in Table 5.7.

Table 5.7 - Existing train capacity one way - International Services

Moscow Kiev Baku Erevan Total
International coaches 1 1 1 1
Compartment coaches 11 10 7 3
Reserved coaches 4 5 23
General coaches 0 1 0 2
Total 16 17 11 8
Total passenger capacity 618 717 390 369
Annual passenger capacity 
(estimated)_______________

32136 37284 142350 28852276752

Source: 1998/99 timetable

Given the 6 month total of international (direct) passengers is 29771 then the average load 
factor on an international train is about 10%. More detailed market research is required on this 
subject to define potential but short term rationalisation is required. Thus train formations 
should be reviewed to reduce coach numbers in Years 1 and 2 until other benefits such as 
improved journey times develop and improved load factors.

The 1998/99 timetable also indicates the train capacity for certain long distance local services 
from Tbilisi. The capacities are given in Table 5.8.
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Table 5.8 - Existing train capacity one way - long distance local services

Zugdidi Batumi Poti Batumi Ozurgesti ^/ale
1 Internationa 

I coaches
1 1 2 2 b

Compartment coaches 7 1 9 12 14 9 1
Reserved coaches 7 0 5 6 5 6
General coaches 3 9 1 1 1 2 9
Total 18 10 16 19 22 19 10
Total passenger capacity 887 761 689 765 867 838 761
Annual 
capacity (estimated)

323755 277765 251485 279225 316455 305870 277765passenger

Thus on long distance domestic services the total annual capacity is 2032320 passengers or 
5568 passengers per day. If all local passengers were to use just these long distance local 
services end to end in 1998 then the load factor would average at 46%.

5.3.3 Punctuality

Punctuality is probably the most important performance measure for level of service to the 
customer. The following table shows how the passenger service performed in 1997.

Criteria Direct and local services Suburban services

Total trains planned 14718 9280
Of which departed 100% 100%
Of which on time 97% 96%
Delayed 3% 4%
Total delay time hours 566 209

Total trains traced by sections 15325 10816
Of which arrived on time 57% 84%
Arrived reduced delay 1% 1%
Delayed 41% 15%
Total delay time hours 8899 1120

Total delay time arrivals + 
departures hours____________

9465 1329

Fault of delay to arrival (% of 
hours)______
Carriage service 1.8% 0.8%
Locomotive service 13.5% 13.3%
Wagon service 1.0% 1.0%
Electric supply service 2.9% 18.3%
Signalling/Communications 0.4% 0.6%
Track Service 36.4% 36.3%
Nonacceptance 
neighbouring divisions

by 1.5% 0.3%

Same by tracks (?) 2.9% 2.1%
Forwarding of priority trains 7.0% 2.1%
Other reasons (power cuts 
etc.)____________ ___________

6.1% 25.1%

Unattributed 26.5% 0.1%

As can be seen arrival punctuality is low by western European standards. The main reasons 
for this appear to be the service offered by locomotives and infrastructure services.
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5.3.4 Financial Performance

Table 5.9 Income and Expenditure 1995 to 1997 (US$ millions)

1995 1996 1997
Freight revenue 35.7 31.2 47.4
Passenger revenue 0.5 1.8 2.6
Total Revenue 36.2 33.0 50.0
Cost of Sales 23.9 30.6 38.3
Gross Profit 12.3 2.5 11.6
Depreciation 1.4 4.4 5.0
Net Operating Profit 10.9 1.9 6.6
Other income/exp 1.6 2.4 -1.9
Profit before tax 12.5 0.5 4.8
Tax (20%) 2.5 0.1 1.0
Profit after tax 10.0 0.4 3.8
Exchange rate (Lari:US$ 1.29 1.26 1.32

Source: O’Grady EBRD

Passenger tariffs are around US$ 0.05 per pass km resulting in a low average yield of 0.0046 
Lari per passenger km. Compared with other countries passenger fares remain cheap and 
given the low official occupancy figures (17 passengers per vehicle) plus the policy of the 
government to suppress fare increases, passenger revenue cannot cover passenger service 
expenditure. The net operating profit for 1995 and the first half of 1997 was negative requiring 
a cross subsidy from freight to the tune of upto 75%.

{ Table 5.10 SR Net Operating Profit and Loss by segment 1995 and 1997

1997 (est 6 months)1995
Passenger
Revenue 
000 Lari 
000 US$

625 1508
484 1142

Sales plus depreciation 
000 Lari
000 US$___________

12400 6000
9612 4545

Net Operating profit (loss) 
000 Lari 
000 US$

(11775)
(9128)

(4492)
(3403)

Freight + Passenger
Revenue 
000 Lari 
000 US$

46710
36209

27150
20569

Sales plus depreciation 
000 Lari
000 US$_________

32600
25271

26510
20083

Net operating profit (loss) 
000 Lari
000 US$_____________

14110
10938

640
485

Source based on CIE Report Table 2.12.

For 1998 first six months revenue from passenger services stood at 1805 thousand Lari. By 
the end of August this figure rose to 3170 thousand Lari following a record high revenue take 
in August of 536 thousand Lari (equivalent to a total annual revenue 4 to 5 years ago. 
September traffic revenue is expected to be lower given that to 24th September the monthly 
figure stood at 289 Lari collected from 64.4 thousand passengers. Using these figures it 
estimated that revenue will achieve 4652 thousand Lari. This healthy rise in revenue is 
probably a result of the significant reduction in fares evasion as well as higher tariffs. During 
the period of civil unrest fare evasion was at a high of 70%.
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5.4 Traffic Projections and Trends Analysis (5 years)

The historic trend in passenger traffic is reported above. The trend is summarised by a sharp 
decline since 1995 and followed by signs of recovery. The predicted decline in 1998 reflects 
the increase in fares in both absolute and relative terms. That is a drop off in passengers 
willing to pay and competitive fares on rival modes of transport.

5.4.1 International traffic

International traffic in particular has almost disappeared, reducing from 400 million pkm in 1991 
(including Armenia transit traffic) to around 3 million in 1995.

Georgia has experienced difficulties with regions which were to separate, such as Abkhazia 
and South Ossetia, but has made significant progress since 1995 in developing a stable 
environment politically and generally establishing a degree of law and order. The troubles in 
Abkhazia have effectively cut off Georgia’s direct line with Russia.

With the exception of any international traffic to Armenia all passenger services go via the 
Azerbaijan border. This includes train services to Moscow, Kiev as well as Baku.

Growth in traffic to Russia and beyond will very much depend upon the developments between 
Georgia and the secessionist republics on the northern border. The direct line to Russia and 
Ukraine via Rostow travels via Abkhazia and it is difficult to say when services will resume on 
this route.

There is no current direct line between Georgia and Turkey. This effectively means that 
passenger traffic between Turkey and the Republics of Armenia and Georgia is restricted to 
road and air. The rail link between Gyumri (Armenia) and Kars (Turkey) is restricted as a 
result of the political situation. There is however the possibility of a rail link between 
Ahalkalaki (Georgia) and Kars for the main purpose of freight transport from Georgia to the 
Turkish ports around Adana. This could open up a new market for passenger traffic to and 
from Georgia and Turkey.

5.4.2 Economic Projections

Now that the economy has become more stable with the 1997 GDP growing by over 11% and 
inflation has reduced from a rate of over 15606.5% in 1994 to around 7.1% in 1997. Although 
rail fares remain one of the few regulated prices most other prices have been liberalised and 
the majority of small enterprises have been privatised. Approximately 50% of large enterprises 
have undergone some degree of privatisation. However, there are still a number of issues to 
be developed in order to achieve improvements in external financing. The key critical issues 
that need to be addressed concern the following factors:

• developments concerning the Secessionist Republics
• ongoing progress in achieving stabilisation and structural reform
• capability to obtain external financing.

The forecasts and economic and financial analysis in the Business Plan assume that 
stabilisation and structural reform continue within Georgia. However it assumes that whilst the 
relationships with the Secessionist regions develop positively it is unlikely that the situation will 
be sufficiently normalised in the next five years to result in major changes in passenger 
demand. This situation needs to be continually reviewed in each year of the plan. 
Developments within Georgia and with the Secessionist Republics will be favourable to 
external financing. The following table summarises the assumed growth rates and also 
includes the growth forecasts prepared by the IMF, IBRD and Plan Econ for comparison 
purposes.
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Table 5.11 Economic Growth Forecasts 1996 - 2003

1996 1997 1998 1999 2000 2001 2002 2003 Growth
1996:2003

Real GDP growth 
Actual 
Minimum 
Maximum 
EIU 
IMF 
IBRD 
PlanEcon

11.4 11.3
9 1.607 7 7 5 5

12 10 10 10 10 10 2.02
10.0 8.0

10 10 10 8 8 68 6 1.71
8 10 10 8 8 8 6 6 1.71

14 12 11 10 9

Nevertheless, even with these relatively high growth rates Georgia’s GDP would still be only 
around half of its 1989 level.

Around 13% of Georgia’s current passenger traffic is to or from its neighbouring countries and 
its traffic volumes will thus also be influenced by regional economic growth, particularly in 
Armenia and Azerbaijan. The outlook for the Azerbaijan economy is good with GDP forecast 
expected to grow at around 8% per annum for the next five years. In Armenia real GDP 
growth fell in 1997 to 3.1% following rates of 5 to 7% in previous years. The forecast growth is 
expected to revive at 5 to 6% per annum for the next two years.

Table Economic Growth Forecasts Azerbaijan and Armenia 1996 - 2003

1996 1997 1998 1999 2000 2001 2002 2003 Growth
______________________ 1996:2003

Real GDP growth - 
Azerbaijan 

Actual 
Minimum 
Maximum 
EIU
PlanEcon
Expected

-Armenia
Actual
EIU
Expected

1.3 5.8
6 5 5 4 3 3
8 10 1011 15 12

87
6

87 10 8 7.5 7.5

5.8 3.1
5 6

5 5 5 5

5.4.3 Traffic Forecasts

In 1997 the railway reported that its passenger traffic amounted to 572 million passenger 
kilometres. In 1998 passenger traffic is expected to decline to 467 million passenger 
kilometres and it is assumed that this is a reaction to price increases which have made train 
travel very expensive relative to other modes. The forecasts are summarised in Table 4 below.

The forecast assumptions prepared by EBRD have been used to determine the anticipated 
passenger traffic growth between 1998-2003. It should be noted that whereas earlier forecasts 
suggest an increase in demand between 1997 and 1998, the first six months of 1998 suggest 
that demand for the year will actually be lower. As a result the traffic forecasts start from a 
lower base than previously estimated by EBRD.

Total passenger traffic is expected to grow at an average annual rate of 2% less the effect of 
tariff increases. Growth by passenger type may be broken down as follows;

International - 2% per annum 
Local - 2.5% per annum 
Suburban - 1.5% per annum

5-9J98232A/Georgian Railways/Business Plan Issue 1.0/November 1998



These figures are based upon the assumption that as the economy improves domestic 
passengers are likely to a) switch from suburban rail to competing modes, b) switch from 
suburban rail to longer distance local services and c) enter the market as passengers of local 
services as opposed to suburban services.

As a result the total number of passengers carried by Georgian Railways is forecast to rise 
from an estimated 3.65 million in 1998 to 3.89 million in 2003. Thus the 2003 forecast is lower 
than the 1997 total of 4.37 million

Forecast Passenger traffic trends (millions)

1997 1998 1999 20012000 2002 2003
International 0.55 0.60 0.60 0.620.61 0.63 0.64
passengers
Local 1.88 1.86 1.90 1.94 1.97 2.01 2.05
passengers
Suburban 2.43 1.73 1.74 1.75 1.76 1.76 1.77
passengers
Total 4.37 3.65 3.70 3.75 3.79 3.84 3.89
passengers
International 
pkm______

3.85 4.23 4.29 4.35 4.42 4.49 4.55

Local pkm 340.5 358.8 366.0 373.2 380.7 388.2 395.9
Suburban pkm 228.1 104.8 105.3 105.8 106.3 106.9 107.4
Total pkm 572.4 467.9 475.6 483.4 491.4 499.6 507.9

5.5 Competition Evaluation

There are clearly rivalries in the Georgian passenger market between competitors the effect of 
the current situation reveals the following key influence:

Georgian Railway

Strengths Weaknesses

Infrastructure 
Management & Personnel 
Operations 
Corporate culture

Investment
Quality
Resources
Finances

Opportunities Threats

New investment
Customers
Traceca
Marketing & Sales
Organisational
Technology
Productivity
Regulatory

Competitive
Political
Economic
Social

Georgia has the highest car ownership of the three Caucusus republics but ownership levels 
remain relatively low, at around 80 per 1000 inhabitants and are unlikely to increase rapidly for 
at least the medium-term. Passenger traffic in the medium-term is likely to face strong 
competition from buses and, given the financial performance of the segment, should probably 
withdraw from a number of its services. However, the main-line serves a number of relatively
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large centres and should have the potential to compete effectively against bus competition. 
Underlying demand is likely to grow more or less in line with the economy, although this will be 
dampened by any fare increases which the Government may introduce to improve the cost 
recovery.

It is essential to focus on key changes that will happen in the next few years in order to seek to 
be better than competitors and so influence customers to choose to travel by rail. This means 
understanding what plans competitors have for their product development, new technology 
and equipment and commercial issues.

5.6 Passenger Strategy

5.6.1 Business Objectives, Standards and Service Levels

The business goals for the Georgian Railways are as follows:

Business Strategy Implementation

Costs reduction Rationalisation 
Productivity improvement 
Investment

• Quality Standards Quality assurance 
greater competence 
improved infrastructures 
better training

Customer Service levels Customer charter
Quicker response to customer needs 
comfort and personal service 
Co-ordination with marketing efforts

The principal business objectives of the Georgian Railways are to deploy its capability and 
resources to achieve its strategic goals and to meet market needs in order to earn profitable 
revenue. This will be done through positioning the passenger business relative to competition 
to rail in Georgia to enable the railway to achieve competitive advantage. The main corporate 
strategy will therefore be to increase the value of the railway to the Government in respect to 
its return on investment.

The general direction in which the railway will move forward over the 5 years of the plan and 
beyond is to achieve significant improvements in quality and performance in order to achieve 
target growth.

This plan contains the methodology and interaction within management to enable the plan to 
be followed up in a committed and flexible manner within the organisation and so each 
functional group has measures and budgets to implement with routines for monitoring 
progress.

The critical strategic factors in achieving the plan are as follows:

Putting customer needs first
Creation of a commercial modus operandi
Risk minimisation
Staff motivation

These factors underline the mission of the passenger business.
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The business focus must be directed at satisfying the needs of the customer and meeting his 
or her requirements consistently and economically. This requires the development of quality 
procedures as part of the marketing strategy. The marketing strategy itself must include a 
through understanding of SR’s customers and the strength and weaknesses of the 
competition. A customer’s charter may be considered which states publicly how the business 
will treat its customers and what level of service the customer should expect from the 
business.

\

The passenger business needs to adopt the drive to obtaining a commercial return on its 
activities. In the purest sense this means a change from the conventional quantitative 
measures of performance such as passenger kilometres to one where each element of the 
business generates a profit and contributes to freight’s overall success. Unlike the rail freight 
business unit the passenger business may have duties and responsibilities which cannot 
produce a positive return from customer revenue alone. This does not reduce the need for the 
passenger business to develop proper traffic costing procedures nor to provide a proper 
understanding of the individual cost elements for each traffic flow. When the costs for each 
type of traffic are known a tariff policy can be developed to ensure commercial viability.

к

Safety, together with environmental awareness is good for business and one of the traditional 
advantages that rail has over competing modes. The passenger business must achieve 
appropriate standards in both areas to ensure compliance with regulations and satisfy public 
expectations. Public image or profile can be a powerful weapon or a weak link in the 
marketing armoury of the railway. The standards should be set to achieve risk levels that are 
as low as reasonably practical. Present arrangements need to be assessed to eliminate 
prescriptive standards and, where appropriate, introduce output standards and specifications 
based on sound commercial and operating judgement. The strategy should introduce modern 
risk analysis and risk management techniques that then become an integral part of SR’s 
standard procedures.

4---/

у

High morale and a well motivated work force is essential if customers are to be attracted to the 
passenger business. As part of the quality management system a training programme should 
be developed for all employees covering customer care, management skills and technical 
development. All employees need to understand the “mission” of the passenger business and 
to this effect a mission statement should be prepared and distributed. Staff need to appreciate 
the value of each others work and incentives should be in place to encourage better than 
expected performance. Performance monitoring of all staff from senior management 
downwards should be undertaken via regular peer appraisals. At these appraisals strengths 
and weaknesses can be identified along with remedial action. Most important of all a culture of 
positive thinking and proactivity needs to be developed with innovation encouraged at all levels 
in the organisation.

Critical targets to be met in respect to achieving the strategic goals are summarised as follows:

ACTIVITY TARGET

Punctuality 95% of trains to arrive at destination in 5
minutes of timetabled time
Annual increase to be 10% per annum in real
terms
Long distance services cleaned at end of 
each single journey or on inspection. Short 
distance services to be cleaned at least 
every 6 hours or on inspection.
Inter city services should not exceed seating 
capacity. Standing passengers allowed on 
services where average passenger journey 
time is not more than 20 minutes.
Reduced journey times by 50% on long 
distance services. All services to benefit 
from reduced station stopping times. 
Telephone customer centres to handle
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Fares

Cleanliness

Overcrowding

• Reduced journey times

Customer information
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i

i

enquiries and pre bookings set up at main 
intercity stations.
Clear and earliest possible advance warning 
of cancellations/delays/platform changes etc. 
Ticket sales and offer information available 
via media, travel agencies, hotels, sister 
railways and possibly “website”.
Adopt “mission statement” and “customer 
charter”, operate quality management system 
based upon and aspiring to IS09001

Total Quality Management

There are some management concepts in this plan which are new to the Georgian Railways.
1

The organisation needs to be evolving and achieve positive change by learning continuously 
with a culture of:(

knowledge 
customer service 
quality
continuous improvement 
people orientation 
high competence.

All of which can encourage employees to be flexible and creative in contributing to their jobs 
through participation in the workplace and integration and understanding between groups of 
managers and employees.

i

Business Profit centres

The passenger business can be split into a number of profit centres. These are identifiable 
because they require different handling, emphasis and meet different market needs and can 
be identified by defining different product/market combinations.

An example that could be adopted by SR is two profit centres namely;

Intercity (International and long distance domestic services) 
Regional (short distance suburban services)

Inter city would be operated on a 100% commercial basis (zero subsidy). Regional would be 
profit making only when subsidy is included.

The current passenger business also receives revenue from the handling of mail, parcels and 
luggage. It is recommended that this business should be franchised or taken over entirely by 
the postal service with its own direct contract with the rolling stock business and infrastructure 
business as early as possible.

5.6.2 Passenger Network adjustments

The amount of infrastructure and rolling stock that the passenger business needs to hire 
should be the minimum consistent with the ability to handle the present traffic levels and allow 
for the predicted traffic flows.

The passenger network has changed little despite the drop in passenger demand since the late 
1980’s. Passenger demand over the next five years is expected not to achieve more than 
36% of the 1991 total of 11 million.

Since Georgia’s independence there has been some reorientation in the direction of passenger 
traffic. All services to Russia and Ukraine now travel via the Azerbaijan border and all 
passenger rail traffic to Armenia now has to pass through the Georgian border. The 1998/99
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timetable also shows that no passenger services enter the Abkhazia or South Ossetia regions 
and that services to Batumi seem to be truncated to Makhinjauri.

The busiest sections of track are on the east-west axis between the Azerbaijan border and the 
Black Sea ports. The busiest sections are between Tiblisi and Kashuri with 12 to 15 pairs of 
trains operating on a daily basis. Average time table speeds are very low, largely as a result of 
wait times at stations and border crossings. Many of the services operate thoughout the day 
or operate in early morning and evening only. A number of services particularly long distance 
and international operate over night.

The following steps are recommended;

Increase travel speed on all services in line with the upgrading planned for the east - 
west line.
Eliminate uneccessary delays, eg. Border delays and stops at none passenger stations 
Develop the concept of express trains by removing stations on inter city services 
Reschedule services to minimise night time travelling on routes within Caucasus 
Station closures and service withdrawal.

It is expected that by 2003 there will be a 50% reduction in journey times as a result of upgrade 
renewal of rolling stock and infrastructure and a 20% improvement in reliability. On all regional 
services stops at stations should not exceed 2 minutes. With the exception of terminii stops on 
inter city services should be reduced to 5 minutes.

W

International Services (part of the Intercity profit centre)

International services should continue to operate to the current destinations from Tbilisi 
Passenger station. The current frequency should be maintained unless market analysis 
suggests that demand can justify more services. Journey times should be improved by 
making the trains non-stop between Tbilisi and major destinations across the border. 
Negotiations should be entered into particularly with Azerbaijan and Armenia to eliminate 
border delays. Customs checks should be carried out airport style at Tbilisi station and 
destination stations or on board whilst the train is in motion. Locomotive and rolling stock 
inspection should take place prior to the train’s timetabled departure with no inspections at or 
near borders. Crew changes and loco changes should be eliminated on journeys between 
Tbilisi and Baku and Tbilisi and Erevan. All of this should be accomplished by 2003.

The expected journey time improvements in Georgia for international services are as follows;

Route Current 1998/99 Zero delay 2003 Target Target speed
Tbilisi - Azerbaijan border 5h 12m 1h 12m Oh 52m 60
Tbilisi - Armenian border 4h 39m 2h 35m 1h 47m 40
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Table - Summary time table Characteristics 1998/99

Number of train pairs per day Stations where 
passengers 
processed in 1997

Average time table speedSection Maximum stops 
in time table

Km International Local Suburban
Tbilisi Pass 
June.

Tbilisi 6 1.9 2 19.52
5 29.3

5 32.5
Tbilisi June. - Rustavi Ft 25 1.3 5 12 20.1

1 31.7
5 31.9

Rustavi Fr. - Gardabani 8 1.3 2 3 20.1
1 31.7

3 32.5
Gardabani - Beiukisiaki 15 1.3 2 2 20.1

2 46.8
Tbilisi Pass - Kaspi 48 14 9 15 31.9

1 36.8
Kaspi - Gori 27 14 6 8 31.9

43Gori - Khashuri 12 10 27.68
Khashuri - Zestaponi 63 7 13 29 22.1

20.72
Zestaponi - Rioni 25 10 5 6 22.0
Rioni - Brotseuia 6 9 2 28.62

2 28.8
26Brotseuia - Samtredia 1 10 28.05 10

28.82
66Samtredia 1 - Natarebi 5 11 19 30.4

Natarebi - Makhindjauri 
(Batumi Pass)_________

31 26.44 125

Samtredia 1 - Senaki 28 6 6 9 19.7
Senaki - Poti 40 3 8 29.04

21.1Senaki -Zugdidi 37 2 6 11
Tbilisi June. - Marabda 23 0.6 3 7 18.3

28.05
3 18.38 1Marabda - Marneuli 0.6

31.43
18.3Marneuli - Sadakhlo 29 0.6 4 10

3 19.0
18.313 0.6 2 2Sadakhlo - Airum
26.71
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70 16 18.8Tbilisi June. - Kachreti 1 9
1 18.1Kachreti - Gurjaani 36 4 11

22.43 10Gurjaani -Telavi 34 1
79 7 19.6Marabda - Calka 2 3

Calka - Akhalkalaki 81 1 2 7 19.0
Gori - Shidnisi 23 2 2 8 25.2
Khashuri - Borjomi Pass 32 3 117 24.2

60Borjomi Pass- Vale 151 7 17.2
Borjomi Frt, - Bakuriani 38 2 107 18.4

49Zestaponi - Sachkhere 3 13 21 14.4
8Rioni - Kutaisi I 5 2 2 27.8

1 24.3
Kutaisi I - Tkibuli II 49 2 6 14 15.5

8 2 3 33.3Brotzeula - Kutaisi II 1
4 25.2

15Kutaisi II -Tskaltubo 7 2 5 22.1
Natarebi - Ozurgeti 18 1 6 10.83
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Long distance intercity services

A network for intercity services within Georgia needs to be agreed on the lines of major 
population centres. Using the 1997 passenger loading figures as a proxy the network may 
resemble the following;

Batumi (Makhinjauri) 97km
Poti 68km Samtredia 40km Kutaisi 1 

57km Zestaponi
96km
63km Khashuri

Khashuri 32km Borjomi 
43km Gori 75km Tbilisi Passenger 39km Rustavi

As for international services the service should be non-stopping between the inter city stations 
with target speeds at least 50% higher than current speeds. Reduced journey times based 
upon the above network are shown below;

Line section Current 1988/99 Target 2003 Target
Km/h

Batumi (Makhinjauri) - Samtredia 3h 20m 1h 40m 58
Poti - Samtredia 2h 48m 1h 24m 49
Samtredia - Kutaisi I 1h 26m Oh 43m 56
Samtredia - Zestaponi 2h 17m 1h 09m 50
Kutaisi I - Khashuri 4h 17m 2h 09m 45
Zestaponi - Khashuri 2h 51m 1h 26m 44
Kashuri - Borjomi 1h 19m Oh 40m 48
Kashuri - Gori 1h 33m Oh 47m 55
Gori - Tbilisi Passenger 2h 21m 1h 11m 64
Tbilisi Passenger - Rustavi Oh 59m Oh 30m 78

Reduced journey times provide the opportunity to give the inter city services priority timetabling 
during day times. This will avoid the extra costs of providing sleeping facilities. For example 
the target journey time between Tbilisi and Batumi should be 4 hours allowing for station 
stopping times at Samtredia, Zestaponi, Khashuri and Gori. Thus a 4 train service could 
operate with departure times of 06:00 and 12:00 from Batumi and Tbilisi with arrival times of 
10:00 and 16:00.

Regional Services

The future of regional services is to an extent uncertain. The business contains all slower local 
and suburban passenger services and acts as a feeder into intercity services as well as 
transporting the majority of short distance trips. Unlike inter city services, regional services 
cannot expect to make a profit without additional revenue from the government or other railway 
businesses and maintain current or improved levels of service. It is envisaged therefore in the 
business plan that some form of subsidy will be provided and directed towards supporting lines 
and stations which whilst justified in terms of social need would otherwise be closed on 
commercial grounds.

Any subsidy is unlikely to be of the same order as the current cross subsidy from the freight 
business. The passenger business may therefore have to make some unpopular decisions 
concerning the withdrawal of local and suburban services (including station and line closures) 
in order to make savings on operating costs and to divert resources to where there is a greater 
return for regional services.

The regional service will be characterised by a larger number of stops and slower journey 
times compared with inter city services and a more frequent service where there is a market. 
Data provided for 1997 shows that there are 140 stations that processed passengers in that 
year. It is recommended that stations which cannot process passengers (issue and collect
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tickets) should be closed thereby improving network capacity, reducing train journey times and 
saving station operating costs.

The average distance between the 140 passenger processing stations is about 8km. Where 
distances between stations are less than 8km then station closures should be considered. 
This should be done on the basis of operating costs, ticket revenue, passenger throughput and 
whether the station/line receives government revenue under the PSO contract.

The following sections of line will need to have their station frequency reviewed;

Tbilisi Junction - Zugdidi - upto 17 station closures out of 55 
Zestaponi - Sachkhere - up to 6 station closures out of 12 
Samtredia - Batumi - up to 3 station closures out of 15 
Khashuri - Bakuriani - up to 4 station closures out of 12

: It is assumed in the business plan that the above station closures will go ahead but that there 
will be no total line closures. It is believed that the government will prefer to support a 
minimum standard of service on the existing passenger network than see line closure which 
would worsen the isolation of many rural communities.

The frequency of service on the lines will need to be reviewed. In the first year of the business 
plan, a detailed passenger survey needs to be carried out to identify load factors on local and 
suburban services. Where load factors per train are less than 50% then the frequency of 
service should be reduced and rescheduling needs to be considered. A minimum frequency of 
four train pairs per week should be considered on the least used lines.\

Currently there are about 20 passengers per coach on suburban and local services. This is 
about 37% load factor on a 54 seat coach and 25% load factor on an 81 seat coach. In order 
to improve the load factor the average frequency on regional services will need to be halved or 
the rolling stock capacity will need to be halved.

5.6.3 Passenger Marketing and Fares Policy

This section of the plan summarises the fares, yields and revenues to be achieved in the 
course of the plan. There is low revenue yield on Georgian Passenger railways and the 
reasons identified for this situation include:

Fare evasion
obligations placed on Georgian Railways to offer reduced fares to certain categories of 
passenger (officials, elderly, war veterans, invalids, refugees.
The need to gain approval from government for tariffs.

V

Г

The steps identified for Georgian railways to take to improve overall yield includes

Reduction of fare evasion by improving ticket inspection, removing on train ticket sales, 
developing automatic ticket machines and operating manned and unmanned ticket 
barriers.
Independence from government in setting tarriffs.
Remove Government determined fare concessions or ensure that Government 
reimburses passenger business with lost revenue from these fares.v.

Fares policy

As the Georgian railways is a Public Sector organisation domestic fares have traditionally been 
subject to approval by the Government committees with fare increases when permitted 
normally made at the same percentage rate across all services.

The new fares strategy recommended in this business plan results in fares being increased by 
an average of 5% per annum across the domestic network in real terms with increases on 
individual services varied from zero to 10% depending upon the estimated price elasticity of 
each route with fares on the least sensitive routes being increased most.
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The planned increase in total revenue from the passenger business is planned to increase as 
follows:

1998 4.6m Lari
1999 5.2m Lari
2000 5.9m Lari
2001 6.7m Lari
2002 7.6m Lari
2003 8.6m Lari

These figures are based upon the 1998 revenue for the first nine months of 3.5m lari

Planned Passenger Revenue & Yields
)

Passenger Kms 
1998-2003

Yield (tetra/pkm) 
1998-2003

Revenue lari 
1998-2003

Total 468m - 508m 4.6m - 8.6m 0.98-1.69

On the following routes the strongest competitor is the bus. Car ownership and utilisation is 
still at a low level and is not expected to be a major threat in the next five years.

Tbilisi -Zugdidi 
Tbilisi - Samtredia 
Tbilisi - Poti 
Tbilisi - Kutaisi 
Tbilisi - Batumi 
Tbilisi - Khashuri

The average single fares on these routes in 1998 are shown below. It is clear that Georgian 
Railways fares are more competitive on longer distance routes (300+ km by rail). The extent of 
the differences are shown below:

Operation Rail Railway (average Road Distance Bus Lari 
Distance (km) adult) Lari (km)

Tbilisi - Khashuri 
Tbilisi - Kutaisi 
Tbilisi - Samtredia 
Tbilisi Zugdidi 
Tbilisi - Poti 
Tbilisi - Batumi

118 3.9 142 2.0
214 5.0 253 4.0
238 5.2 283 5.0
303 5.8 361 6.5
306 5.8 355 6.0
335 3806.1 7.0

A simple conclusion from this is that there is greater scope for fare increases on longer 
distance services than there are on shorter distance services. However if fare increases are to 
be targeted at long distance (ie inter city services) then this must be accompanied by 
improvements in level of service particularly journey times which compete with those of buses.

The current fare system is stepped based upon distance. Thus there are about 10 step 
increases between journeys of 115km and 450km. There are, excluding concessions 16 types 
of fare based upon 4 classes of travel, normal and upgraded trains and adult and child fares. 
Travel on upgraded trains for both adults and children is about 15% to 25% more expensive 
based upon class of travel. Child fares are between 35% on 4lh and 71% on 1st class of adult 
fares. The difference in fares between classes averages as follows for adults and child fares;

4th class = 1.0 x adult 4lh class fare or 1.0 x child 4th class fare
3rd class = 1.5 x adult 4lh class fare or 1.9 x child 4th class fare
2nd class = 2.5 x adult 4th class fare or 4.5 x child 4th class fare
1S| class = 4.6 x adult 4th class fare or 9.4 x child 4th class fare
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The difference in class fares between normal and upgraded trains is proportionally higher on 
upgraded trains.

It is assumed that the 4 classes of travel are consistent with the type of coach that is; 81 seat 
(4th class), 54 seat (3rd class), 36 sleeper (2лЬ class) and 18 sleeper (1sl class). During the 
course of the business plan the distinction between 4lh and 3rd class should disappear so that 
only 3 classes of travel are offered. As overnight services are replaced by day time services 
18 sleeper (1st class) coaches should be reduced in number. Thus by the end of 2003 1st class 
services should only exist on international routes (renamed international class). All domestic 
services should consist of 2nd and 3rd class standard coaches (renamed 1sl and 2nd class).

In line with the upgradeing of rolling stock the 4th class fare will be gradually abolished and so 
wiill the first class fare on domestic services. Child fares will on average remain at between 
50% and 66% on domestic service depending on class and 70% on international class.

у

A range of promotional fares designed to stimulate the domestic market and support the 
services with low load factors will be introduced, such as:

family tickets 
youth fares 
group fares 
elderly fares

Over time these promotions should be seen as ways of “topping up” revenue chests (marginal 
revenue) given that the majority of the cost of operating a service has been met by full fare 
passengers and/or PSO subsidy. If this is not the case there is a danger of worsening losses 
on services owing to them too large a proportion of discounted fare passengers.

More complex ways of increasing marginal revenue are as follows;

discounts if journeys are bought in advance of day of travel on unrestricted seating 
coaches
last minute discounts on restricted seating coaches including upgrade discounts to 
higher classes.
Discounts if journeys are made on services with lower demand eg. off peak services.

In the medium to long term promotions could become more innovative including;

Charter/franchised services offering tourists “Orient Express” style travel across 
Caucuses.
Tickets linked with hotel accommodation, shopping discounts, pop concerts etc.

The benefits of new infrastructure and operational improvements will become more apparent 
across the network during the period of the plan. In the medium term the railway’s average 
yield per revenue passenger kilometre will improve due to:

increased passenger demand as a result of attractive offers, demographic trends and 
economic growth
a shift from short distance to longer distance travel
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5.6.4 Business Development - (growth, sensitivity and targets)

The key aim of the marketing initiatives is to make the benefits of rail known to customers and 
potential customers. The customer buys advantages and solutions and these need to be 
promoted through effective marketing in respect to:

Advertising 
Sales promotion 
Publicity 
Sales letters 
Brochures

-

I

The business should start categorising demand so that offers are well targetted to maximise 
demand and revenue. A target customer matrix may consist of categories such as long 
distance and short distance travellers, business and leisure passengers, international, transit 
and domestic passengers.

Corporate identity is important. There should be a clear distinction between Inter city and 
regional services visible to the customer. The customer should easily find his coach and seat 
on the Inter city service each time he uses it. Thus a consistent sequence of carriage types 
and numbering is recommended on all inter city services. Inter city travellers should also 
expect higher comfort standards (eg. No overcrowding, clean coaches, soft furnishing, clear 
information and welcoming attitude from staff). On regional services customer expectations 
are likely to be lower given that traffic is more regular. However basic standards of 
cleanliness, clear information and correct attitude from staff should still apply.

!

5.6.5 Concession Fares and Loss Making Services subsidy

As mentioned above government determined concessionary fares should either be withdrawn 
or lost revenue should be reimbursed by government if it is considered that the railway is 
providing a social service by carrying these passengers. A distinction should be made 
between concessionary fares and promotional fares. Both may target a similar customer type 
eg. The elderly. However in the case of the latter the passenger business is trying to increase 
marginal revenue from this type of passenger and therefore should carry the risk of the 
promotion failing.

The passenger business is faced with three options in dealing with loss making services 
namely;

Withdraw M loss making services
Obtain government subsidy under PSO contract
Continue cross subsidy from other railway revenue businesses.

Given that the first option is doomsday scenario and would simply “not be allowed" to happen 
this plan offers the other two options as the only choices.

The passenger business has to enter into urgent negotiations with the government to 
determine the future of loss making services and to ascertain if the government is willing to 
support any or all loss making services. These services should be identified by the end of year 
1 so that timetable reorganisation can commence in year 2. It is likely that any government 
subsidy will not commence until year 3 and will not be as large as the subsidy provided from 
the freight business. By the end of year 2 the freight business cross subsidy will be reduced 
to zero.

If government money is not forthcoming and yet the duty to provide these services is still the 
railways. Then cross subsidy is inevitable.

With either subsidy option the following criteria are recommended;
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The subsidy should be specific, that is aimed at specific passenger services.
The amount of subsidy required must be known in advance of each business year
The amount of subsidy should be reduced in line with productivity and cost
improvements
The subsidy should be conditional on providing specified levels of service
The subsidy should become transferable that is available to a competitor who can offer a
more cost effective yet identical or higher level of service than the current passenger
business

In the case of the final criterion consideration may be given to subsidising a bus service or 
even purchasing trucks to serve the most isolated and rural settlements as alternatives.

The operation of postal services should be entirely financed by the government. Post wagons 
should be owned by the post office and provided by a separate contract with the rolling stock 
business. The wagons should be staffed by the post office. The wagons will be merely 
attached to timetabled passenger trains.

The passenger business should not receive revenue from postal services nor be charged any 
of its costs. There should however be a mechanism by which financial compensation is paid in 
the event of poor performance of either passenger or postal services to the detriment of the 
level of service of the other.

5.6.6 Quality of Service targets

Over the years the railway has had to cut down on service quality and the product has 
degraded. This plan recognises the need to upgrade the product, improve train services, 
station facilities and customer care and also create a modern brand image for the railway.

A key aim is to push for new business in the following sectors

International travel
Long distance domestic travel

and to maintain a market presence in suburban and short distance travel sectors.

There is a need to improve product performance and it is proposed to establish staff training 
programmes on customer relations; interpersonal skills and product offers on the technical 
side. The plan proposed investment in refurbishment of rolling stock, introduction of improved 
information systems and ticket sales equipment. There are also plans for upgrading station 
facilities including waiting rooms and ticket hall refurbishment, and renovation of sanitary 
facilities, resigning.

Quality of service targets must be developed to measure its performance and to satisfy 
customers that published service levels are being provided or bettered. As a marketing tool 
they will show potential customers that the railway is capable of delivering its promises.

Where service levels are inadequate management action can be targetted and results tracked 
to ensure effective action is being taken. This activity demonstrates to the customer that the 
business cares and acts positively.

Quality of service targets should include the following;

Train performance:
Delays
Journey time achievement
Punctuality
Reliability
Passengers conveyed
Overcrowding
Cleanliness
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Passenger station performance 
Passengers handled 
Duration of stopping times 
Coach placement and suitability 
Cleanliness

In developing these targets it is essential that they are SMART ie:

Specific
Measurable
Achievable
Realistic
Timely

5.6.7 Passenger Stations Plan

Improvements to passenger stations should be prioritised on the Poti/Batumi - Tbilisi - 
Sadakhlo/Gardabani line. The Tuwet study identifies the following phases;

Phase 1 - station building, platforms and other facilities for passenger traffic at Batumi, Poti, 
Samtredia, Gori, Tbilisi Tov, Tbilisi Pass, Gardabani and Sadakhlo should be rehabilitated.

Phase 2 - rehabilitation of stations in Tbilisi plus track renewal at Batumi

Phase 3 - rehabilitation of remaining stations on main line (eg. Zestafoni, Khashuri, Marneuli).

These phases are estimated as follows;

Phase 1 - US$10.9m of which 10.6m is station track renewal 
Phase 2 - US$15.1m of which 15.0m is station track renewal 
Phase 3 - US$3.6m of which 3.59m is station track renewal

Virtually all of the station track renewal is likely to be for freight operations and should therefore 
not be charged to the passenger business. Thus the passenger business investment 
requirements are likely to be in the order of;

Phase 1 - US$ 0.27m 
Phase 2 - US$ 0.08m 
Phase 3 - US$ 0.05m

Total cost - US$ 0.40m.

5.6.8 Passenger Operating Strategy and Performance

(a) Passenger Operating Strategy

Unlike the current freight business, the passenger business operates to a timetable. The 
advantage of this is that it allows the allocation of rolling stock and train crews to specific times 
and reduce the number of resources required and hence operating costs. The operational 
availability of rolling stock including locomotives and EMU motor units should be maximised by 
using them over more than one consecutive train crew shift.

Given the size of the passenger business it is not likely that it will be able to support its own 
locomotive fleet. Locomotives should therefore be hired as and when needed from the rolling 
stock business.

The drives of passenger locomotives and their assistants are a higher unit cost than their 
freight counterparts. Whilst it is recommended that they should remain an asset of the 
passenger business, surplus staff should be “hired out" to the freight business.
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b) Performance

The monitoring of passenger operating performance is essential;

to the understanding of the business 
as a basis for targeting improvements 
to develop future plans 
to deliver a quality product 
to ensure customer satisfaction

This information forms a key part of the management information system.

Performance targets need to be developed in line with the quality of service targets. An 
example of passenger train departure and arrival targets is given below;

Passenger train departure and arrival targets

Time departing 
On time 
0-5 minutes 
0-30 minutes 
0 - 30+ minutes

% target Time arriving 
On time 
0-5 minutes 
0-30 minutes 
0 - 30+ minutes

% target 
80%95

98 95%
99%100

100 100%

\ In 1997 97% of international and local services and 96% of suburban services departed on 
time. Only 57% and 84% respectively arrived on time. Current estimates of arrival punctuality 
suggest that 95% of passenger trains arrive within 30 minutes of published time. The practise 
of allocating fault for delay hours has already been adopted. This practise should be continued 
with attributing criteria agreed between railway businesses so that a system of financial 
penalties can be adopted.

Times at stations also need to be monitored. For each service the actual wait time should be 
compared with planned wait time. As mentioned above most planned times will be no more 
than 2 minutes on regional services and 5 minutes on intercity services.

Improvements to the signalling system on the main east west line through Georgia is expected 
to result in the following improvements on transit times during the first full year of the plan.

Section 
Poti - Senaki 
Senaki - Samtredia 
Batumi - Samtredia 
Samtredia - Zestaponi 
Zestaponi - Khashuri 
Khashuri - Tbilisi 
Tbilisi - Azerbaijan border 
Tbilisi-Armenian border 

Source: SR presumably exclude border and station waiting times

Transit times 1997 minutes Plan 2000 minutes
93 60
73 59
184 122
121 93
108 95
207 176
59 52
139 110

5.6.8.1 (c) Train composition
Each train should be assembled in the correct sequence by the rolling stock business prior to 
its presentation to the passenger business. For loco hauled services the sequence tends to be 
as follows;

4th class 3rd class 2nd class 2nd class1st classRestaurant Staff car

Prior to reclassifying coaches the recommended sequence should be;

2nd class3rd class 1st class4th class Staff car Restaurant

After reclassifying coaches; 
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2nd class 1st classStaff car Restaurant International

A consistent train composition across all services allows passengers to find their seats in less 
time which improves level of service and reduces delays at stations.

For EMU trains the sequence should remain unchanged.

5.6.9 Productivity

In order to maximise utilisation of resources both human and technical the plan has a 
developed cost structure based on work schedules produced from role assignment and timed 
activities. These costs form the basis of the budget. Details area shown in the Human 
Resource part of the Business Plan.

i
Train crews are currently part of the locomotive department. It is recommended that they are 
transferred to the passenger business as appropriate. This will enable the business to have 
tighter control over one of the main cost elements and develop and independent strategy 
appropriate to its needs.

Train gangs (drivers plus assistants) working for the passenger business are assigned to trains 
and not locomotives this means that the shift for each gang varies on a daily basis but not 
exceeding the total monthly shift hours of 170.

The total pool of train gangs is currently split between 7 regional depots and totals 419 drivers 
and 373 assistants as of 1sl March 1998. Of these the passenger business is estimated to 
have used the following numbers:

100 electric loco drivers and 34 electric loco assistants 
55 EMU drivers and 51 EMU driver assistants

The number of train gangs required by the passenger business is expected to fall following the 
adoption of the recommended measures in this business plan.

5.6.10 IT and MIS

The level of automated information systems within the passenger business needs to be 
improved in line with the requirements of the business managers as the market oriented 
business develops. Current information systems should be reviewed and if they are unsuitable 
to needs should be dispensed with. Where current systems are suitable they are to be 
enhanced. Resources should be targeted at areas where no suitable information system 
exists.

In modern market economies supplies and demands constantly and quickly change and so the 
manager needs accurate and timely information in order to protect the business and profits. 
Given the constraint on investment therefore efforts should be concentrated in developing 
systems in areas of the greatest financial risk to the railway.

As the system develops it is likely to develop in the following way along similar lines to the 
information system required by the freight business.

The type of output would include;

Movement information for coaches, locomotives and trains (particularly against 
performance targets)
Location information for the above
Status of rolling stock (load factor, availability)
Service history of rolling stock and projected maintenance programme 
Train characteristics (length, prence/absence of carriage types etc.)
Details by customer category (numbers to date, revenue to date, haul to date etc.)
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Advanced booking sales by train/service
Fares/offers
Reservations
Special instructions and information bulletins 
Time table details, travel advice 
Ticket sales by train, line and station.

As can be seen a lot of this information would be of use also to the customer and ways of 
making relevant information available (online) would provide added value to the service and 
improve customer satisfaction. Further detailed requirements are shown in the MIS Plan.

5.6.11 Structure, Employment Levels

The proposed organisational structure of the railway has plit it into 6 main groupins of which 
the passenger busienss is one. The main activities of the business can be divided as follows:

Marketing 
Traffic costing 
Tariff setting 
Revenue collection 
Timetable development

Contracting
Internal

rolling stock 
Infrastructure

External
eg. catering 
laundry

Human Resources 
Finance 
Operations 

Train crews 
Passenger stations 
Performance
Train Control and monitoring

The staffing levels below have been identified to the passenger business through a process of 
disaggregation of present activities into their component parts and summating together. It is 
considered that an overall reduction in staff of 30% is achievable during the life of the business 
plan as a result of productivity improvements and other actions outlined in the passenger 
business plan. With the eception of the marketing department and replacement of essential 
staff, zero recruitment policy should be adopted across business activities with immediate 
effect.

The marketing department will be expected to grow by retraining of existing staff from other 
activities and moderate external recruitment where skills are not internally available. Growth in 
the marketing department must be linked tightly to performance of the business against plan.

Reductions in staff costs may be achieved by the foltowing means:

Outsourcing of activities (eg. franchising of catering services) 
Greater use of part time staff 
Pay cuts
Voluntary redundancy 
Compulsory redundancy
Zero recruitment (eg zero replacement of retiring staff)

5-26J98232A/Georgian Railways/Business Plan Issue 1.0/November 1998



Table 5.29 - Projected Staff changes in Passenger Business

20032001 20021998 1999 2000
1654 1522 1400 1288Total

Employees
17781833

8%8%% change 3% 7% 8%

5.6.12 Border Crossing procedures

The present border crossing procedures require trains to stop for lengthy periods at borders for 
railway operational and engineering procedures as well as customs. Border stops of over 3 
hours are normal. Western European practise needs to be adopted to reduce border delays to 
if possible zero. In addition neighbour countries should permit locomotives and train crews to 
work across the border to avoid stopping at locations where the only purpose is to change 
either locomotive or train crew.

5.6.13 Cost and Revenue Accounting

Cost accounting should be developed as part of an integral part of the Passenger IT and 
Management Information system.

Cost accounting should be a function of the Marketing department within the passenger 
business. This will enable one department to understand the balance between costs and 
revenue and ensure that an holistic approach is adopted towards customer service and 
business decisions.

The specification and design of the accounting system is fundamental to deriving maximum 
flexibility of management information and permitting changes and upgrades as business and 
technology develops. The key starting point is to define profit centres (the lowest level at 
which revenue and costs are balanced to give profit and loss and balance sheet information.

The key sectors within the passenger business may be considered as;

• Inter city business
• Regional business

These may be considered profit centres where costs and revenues are balanced. This will 
then enable the process of traffic costing to be completed from which fares can be set for 
specific types of customer.

Within each profit centre there will be several cost centres which should define the key 
activities (not locations) where costs arise eg.

Train handling 
Passenger station handling 
Administration etc.

Each cost centre must be carefully defined and will each be split into a series of location 
codes. The location codes are the smallest accountancy split for a particular activity. At 
certain locations it may not be possible to allocate all costs to a particular activity as in the 
case of where a member of staff undertakes an activity for more than one business sector. In 
such instances SR would need to define a set of rules or guidelines for the allocation of the 
cost split. The diagram below indicates the structure of a theoretical cost accounting system.
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Revenue accounting should follow similar principles to cost accounting in that it should be 
developed to account for and provide management information at the lowest level of activity. 
Revenue could be split by;

Customer type 
Class of travel 
Origin and destination
Type of ticket (concession, offer or normal rates) 
Time of travel 
Business sector

The split should enable a detailed evaluation of costs and revenue at base activity level.

The following timetable of activities is proposed for the setting up of the accounting systems.

Year Activity
Set up new railway organisation and allocate assets accordingly 
Develop profit and cost/revenue accountancy systems 
Develop internal contract structure and framework agreements (with other 
SR business units)
Negotiate subsidy (PSO contract) approval with Government___________
New organisation goes live
Undertake shadow running of the accountancy systems
Agree internal contracts and operate on shadow basis
Operate PSO contract or other subsidy on shadow basis______________

1999

2000

2001 Internal contracts go live 
Accountancy system goes live 
PSO contract or other subsidy goes live
Review and update systems and current business plan2002

2003 F inalise 2004 5 year business plan

5.6.14 Rolling Stock needs

The recent traffic results and predictions have shown that the most realistic level of business 
will be some 17% higher than the pessimistic TEWET forecasts (in terms of passenger 
kilometres in 2000).

5.6.14.1 (a) Locomotive requirement
In 1996 electric locomotives hauled 1239000 train km and diesel locomotives hauled 135000 
train km.

The current roster (September 1998) is believed to be 26 locomotives (18 mainline 8 branch 
line). It is assumed that these locomotives operate on all international and local services. The 
1998/99 time table provides the following statistics;

Service No. of services 
per day_______

Train km perAnnual train 
km, Georgia

Annual hours 
Georgia________ day

International 214.91.9 78454 2607.14
4154Long

local
distance 7 1516210 59958.55

4778Other local 21 1743970 73934.4
25601.1 1548Suburban 23 565020

10694.9Total 52.9 3903654 162101.19
Thus the locomotives work a typical 352 train km per day. At an average speed of 24.5km/h 
the train km take 14.4 hours to complete (assuming one locomotive per train). This allows 
sufficient time for crew changes and servicing. In terms of passenger kms the average daily 
haul per loco for 1998 is estimated as 38257 which is equivalent to an average load of 202
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passengers travelling 189km each. The table below shows how locomotive productivity may 
be improved.

Forecast Locomotive Roster 1998 - 2003
i i Average passenger kilometres per locomotive per day

43667 45647 47706Year Passengers 38257 39984 40175
21221998 1921200 26 25 25 23
221959087 27 25 23 231999 26

24 222000 1997724 28 26 26 23
28 27 27 25 24 232001 2037124

232002 29 27 27 25 242077302
2003 29 28 28 26 25 232118274

The business plan assumes a utilisation improvement of 12% which will see the average 
passenger train kilometres per locomotive per day increase to 47706 by 2003. The improved 
utilisation will result in the locomotive roster fall from 26 in 1998 to 23 by the year 2003. The 
changes in operating practises are fundamental to achieving this target.

5.6.14.2 (b) Passenger coaches
(

The 1998/99 time table lists the rolling stock composition for international and long distance 
local services. These are summarised below. Staff requirements are included in the numbers 
shown.i

Hours/week SR Sets 
rostered

To/from

Tbilisi 18 36 54 81 Total Restaurant
11 146Moscow 1 11 4 0 16
1Baku 1 0 10 0 2226 3
1Kiev 1 17 1 1331 10 5
10 115Erevan 1 3 2 2 8
2Zugdidi 1 7 7 3 36 0 176
1Senaki 0 0 9 0 1441 10
2Batumi 1 1 32 0 1709 5
2Poti 1 12 1 38 0 1775
1Batumi 2 1 22 0 16814 5

190 2Ozurgesti 2 9 6 2 38 0
1129Vale 0 1 0 9 10 0

15Total 65 2 177016 120 36 237

For services to/from Baku it is assumed that one train set is provided by SR and the other is 
provided by ADDY.

The total requirement for these services is based upon the hours per week during which the 
carriages are travelling. Thus if the total travelling time per service exceeds 168 hours then 
more than one set of passenger carriages is rostered .

The international trains are expected to move 4.228 million passenger kilometres in 1998 in 
Georgia. The international carriage fleet daily roster of 51 therefore handles an estimated 227 
passenger kms per carriage per day.

)
Local services total 3260180 train km according to the 1998/99 time table and are expected to 
carry 358.832 million passenger kilometres in 133892.95 hours. Long distance services 
operate 1516210 train km and are therefore estimated to handle 166.882 million passenger 
km. The long distance local carriage fleet daily roster of 186 therefore handles an estimated 
2458 passenger kms per carriage per day.
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The above services account for 1594664 train km in Georgia. This leaves 1742970 loco 
hauled train km for which carriage requirements need to be determined. These trains are 
estimated to handle 191.950 million passenger km. It is assumed that this equals 995857 
passengers in 1998. Given an estimated load factor for 1998 of 21 persons per carriage this 
equates to 47422 carriage loads or 130 carriages per day. It is assumed that these carriages 
consist of 54 seats. Based upon a daily roster of 130 the none long distance local fleet 
handles an estimated 4045 passenger km per day.

Productivity for loco hauled carriages is assumed to increase by 15% over the 5 years of the 
plan. Based upon this information the estimated carriage stock required is as below with an 
allowance for maintenance of 10% of stock at any one time.

Year Carriages required per year
81 Passenger18 passenger 36 passenger 54 passenger

1998 4018 132 215
391999 18 128 210

2000 123 3718 205
2001 18 120 36198
2002 117 194 3518
2003 18 112 188 34

The improvements in productivity will require increases in the daily amount of passenger/km 
per carriage in Georgia as follows;

Long distance other 
services

Year Long distance local servicesInternational
services

1998 2458 4045227
42431999 237 2578
44512000 248 2704
46682001 258 2836\\

2002 270 2975 4896
51352003 281 3120

Following reclassification of rolling stock and reduction in night time services on domestic 
routes the rolling stock requirements will be as follows;

;k

I
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1st class/36 2nd class/54Year International Class/18
1998 5 139 255
1999 5 135 249
2000 5 130 242
2001 5 127 234
2002 5 124 229
2003 5 119 222

5.6.14.3 (c) Restaurant cars

All international services/overnight services should be equipped with restaurant cars. Buffet 
services should be available on all other inter city services. It is recommended that catering 
services should be offered for franchise in order for the passenger business to minimise its 
assets. Where demand for restaurant/ buffet car facilities is not cost effective kiosk/trolleys 
should be substituted. This will be the decision of who ever manages on board catering.

The number of restaurant cars in use currently is estimated at a roster of 15 (one for each long 
distance service). It is estimated that by 2003 this will decline to 13.

5.6.14.4 (d) EMU services
w

It is assumed that EMU trains operate all suburban services.

Trains consist of multiples of 2 (1 motor unit and one trailer unit). According to March 1997 
data the average train length is 4 cars (2 motors and 2 trailers). In 1997 about 60 were used to 
haul 228.069 million pasenger km. Thus each train can haul an average 10414 passenger km 
per day. For 1998 suburban passenger km is expected to fall to 104.814 million passenger 
km. The estimated EMU train requirement is therefore 28 (14 motor units and 14 trailer units).

Utilisation of EMU trains is assumed to increase by 3% over the 5 years. This would mean that 
EMU daily roster would remain unchanged but the daily passenger km handled per train would 
increase from 10414 passenger km to 10616 passenger km.

5.6.14.5 (e) Luggage, parcel and mail services

It is not certain whether these services are still provided by SR. If they do it is strongly 
recommended that mail services should be taken over by the Postal Service of Georgia whose 
responsibility would then be to identify coach requirement and negotiate with the rolling stock 
business.

If the post service is to remain part of the Passenger business then there is no clear reason 
why mail and parcel operations cannot be handled using the same types of coaches.

The estimated requirement on a daily basis for these coaches throughout the plan is as 
follows;

• 21 luggage vans
• 21 parcel and mail vans
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6 FREIGHT BUSINESS

Background6.1
Freight/Business volumes stabilising key strategic objectives of the Freight Business Unit will 
be to:

maintain market share over the 5 year plan to achieve 3369 million tonne.km in year 
2003.
introduce new management structures and procedures to achieve increases in 
productivity, performance and efficiency.
create a marketing strategy to achieve targeted annual growth and set tariffs to achieve 
profit revenue and cost targets
through track upgrading and renewal of signalling achieve increases in speed and 
reliability of freight trains:

speed by 33% 
reliability by 20%

introduce freight timetables for all freight trains and in particular the between principal 
marshalling yards at:

Tbilisi Sort
Samtredia

and the ports of Poti and Batumi together with the border 
stations at Sadakhlo and Beikkiasik. 

increase block training working to reduce the level of marshalling, 
achieve productivity improvements for:

locomotives 
traincrews

wagons of 30% for Oil: 15% for others 
close the majority of freight stations on the Trans-Caucasian route and concentrate 
activities at:
Samtredia, Zestafoni, Khashuri, Gori, Tbilisi Tov., Tbilisi Usi., Batumi, Poti and Marneuli. 
review the need for the following freight forwarding and receiving freight stations to 
concentrate activities or close them in line with traffic requirements:
Rustavi, Kavtiskhevi, Kutaisi, Chiatura, Sachkhere, Akhaldaba, Borjomi, Lilo, Vaziani, 
Dedoplistskaro, Ponichala
develop intermodal systems in respect to combined transport and containerisation at 
Poti and Batumi as part of the port developments and at Tbilisi. The future of Samtredia 
and Gori as container terminals should be dependent on predicted traffic levels being 
reached but they would not be required until 2002 and are not included as part of this 
plan.
reduce the number of stations with signal controls to effect a maximum 20 minute 
headway on the double track sections of the Trans-Caucasian route to permit 
achievement of an average speed of 60km per hour.

of 12% 
of 20%

6.2 Market (Current and Forecast)

The break-up on the FSU generated a decline in traffic on Georgian Railways as on all other 
FSU railways. This was then aggravated by the general unrest in the Caucasus, which closed 
key routes and for long periods effectively cut the three local railways off both from the rest of 
the FSU network. As well as from Turkish and Iranian Railways to the south. Freight traffic on 
Georgian Railways declined from 36.2 million tonnes in 1988 to 4.7 million in 1995, with a 
parallel decline from 12.6 to 1.2 billion net tonne-km. Since then, however, traffic has begun to 
recover. It reached 7.2 million in 1997 and is on target to reach 8.5 million in 1998.
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Local internal traffic is insignificant and exports are relatively small at 180,000 tonnes split 
almost equally between Azerbaijan, Armenia and the Black Sea ports. The majority of 
domestic traffic originated as imports having passed through intermediate agents or stores at 
the Black Sea ports. These consist of oil, grain and construction traffic.

Import traffic consists of around 600,000 tonnes of oil products from Azerbaijan, mostly to the 
Tbilisi area, together with imports through the Black Sea ports of grain, flour, fuel, 
manufactured goods and foodstuffs.

Transit traffic, which accounts for some 50% of the total traffic movements, consists mainly of 
cotton, bound from Uzbekistan to Poti, which grew sharply in 1997, and crude oil products from 
Azerbaijan and Kazakhstan to the Black Sea ports. East bound traffic is mainly grain and sugar 
for Azeraijan and Uzbekistan, and manufactured food products. There is a gradual transfer of 
suitable goods to containers. The number of containers almost doubled from 2404 in 1996 to 
4407 in 1997 with a six month figure of 3104 for 1998 but this accounts for only 15/20% of 
traffic compared to an average of 80% in Western Europe.

Table 6.1 summarises the volumes in 1997 by route

Freight traffic volumes by route 1997 (000 tonnes)
From To Georgia Black Sea Azerbaijan Armenia Total
Georgia 1675 60 60 50 1845
Black Sea 742 776 733 2251
Azerbaijan 742 2092 2834
Armenia 50 251 301
Total 3209 2403 836 783 7231

source EBRD report BDS98

Table 6.2 gives estimated traffic volumes for 1997 by line section for the Trans-Caucasian Line

Freight traffic volumes - Georgia 1997 (million tonnes)
Net tonnes (million)

From To West-bound East-bound Total
Azerbaijan border Tbilisi 2.9 0.8 3.7
Armenian border Tbilisi 0.4 0.8 1.2
Tbilisi Khashuri 2.6 2.4 5.0
Khashuri Sestafoni 2.4 2.2 4.6
Sestafoni Samtredia 2.6 2.7 5.3
Samtredia Poti 0.4 2.11.7
Samtredia Batumi 2.1 0.8 2.9
source EBRD report BDS98

Future traffic markets have been identified and traffic forecasts produced that indicate an 
increase to 12 million tonnes by 2003. It has been assumed that the present network remains 
as do the international connections.

The recent signing of a co-operation treaty between the Trans-Caucasian countries including 
Georgia, Azerbaijan and Armenia in Baku on 8th September 1998 may affect the present 
border closures but any traffic effect will have to be reflected at the annual business plan 
review as it has been assumed that there will have no effect in the short term.

Freight traffic forecasts have been prepared for the 15-year term of the EBRD loan, from 1999 
to 2013. For the first five years to 2003, they are based on detailed traffic analysis, with more 
generalised assumptions used for the remainder of the period. Detailed forecasts for the 
period to 2003 are provided in Table 5.3 They assume that the current network and 
international connections remain for the foreseeable future. The situation regarding the route 
to Russia through Abhkazia remains uncertain. Short-term prospects seem poor, but it is likely 
that the route will eventually be re-opened, giving a substantial boost to both domestic and 
international traffic levels at that time.
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All traffics carried by SR are priced in either dollars or Swiss francs and yields in lari will thus 
vary in inverse proportion to any change in the external exchange rate if nominal rates remain 
unchanged. In addition to this, the forecasts assume that local yields are, in practice, adjusted 
to maintain a constant rate in lari, whilst international rates are forecast to reduce by 3 percent 
per annum in real terms. In addition, export oil yields (revenue/ntk) have been assumed to 
reduce by a further 5 percent in real terms in 1998, responding to low world crude oil prices 
and competition from Russian rail routes for Tengiz crude.

Total traffic on the network is forecast to reach 11.9 million tonnes per annum by 2003, which 
amounts to an annual increase of 8.7 percent annually over this five year period.

Domestic traffic is expected to parallel the forecast growth in GDP over the period of 6 to 8 
percent annually. Although some short distance general freight will be lost to road as the road 
network is improved and the trucking sector developed, such traffics are currently only a very 
small part of the total traffic.

Petroleum-related traffic is forecast to increase at 6 percent per annum over the period; in 
practice this may be rather greater if domestic production of crude and/or refined products 
increases and replaces products currently imported. Construction materials (mostly sand, 
stone and gravel) are forecast to also increase at 3 percent per annum, paralleling the growth 
in the economy. Grain traffic has been held constant. Other traffic (manufactured and semi
bulk freight) is assumed to grow in line with the economy. Overall, domestic traffic is forecast 
to increase at 5.2 percent per annum.

These are relatively minor and have been forecast by simple trend extrapolation, assuming an 
average growth rate of 5-10 percent per annum, depending on the route.

Georgia currently imports substantial volumes of refined oil products from Azerbaijan. 
Economic growth in the region is expected to stimulate both local and regional demand for 
energy, which will include fuel oil, diesel and petrol. Georgian demand will increase in line with 
its projected economic growth but there are prospects for local production as well as imports 
through the Black Sea ports. Forecast volumes have been increased slightly to 1999 and then 
held constant.

Most other imports are through the Black Sea ports. Grain and flour are assumed to be 
constant, with other semi-bulk freights growing at 5 percent per annum and manufactured 
goods and foodstuffs and imported fuel growing at 10 percent per annum.

The growth in oil and oil related freight is a function of forecast crude oil production, refinery 
production at Baku and the speed of development of the various pipeline schemes.

There are substantial reserves of crude oil in the region (Azerbaijan, Kazakhstan and 
Turkmenistan) and regional production could reach as high as 100 million tonnes per annum 
by 2010. A substantial proportion of this production will reach international markets through 
the Trans-Caucasian corridor. 
development1, will carry the majority of this tonnage but transport of some residual volumes by 
rail will continue. In addition, Azerbaijan intends to increase refinery throughput at Baku in the 
medium-term, allowing it to export to regional and Black Sea markets. No pipelines are 
planned for refined products and this traffic, together with exports from Turkmenistan, will 
effectively be captive to rail.

Several pipelines, either already operating or under

The demand for transit oil transport has five main potential components:

a) Tengiz crude transhipments to the Black Sea from Kazakhstan:
The ‘Chevron’ crude oil is currently being shipped by rail both through Azerbaijan, as 
well as by other routes (e.g. through Ventspils in Latvia). This crude has a high 
sulphur content and is unlikely to be allowed through common-user pipelines, even if 
sufficient capacity existed. It is therefore captive to rail until the CPC pipeline is
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constructed. Even when complete. Chevron is likely to wish to maintain other transport 
options to maximise its negotiating position with the Russians and to insure against 
any risks of disruption in the areas through which this pipeline passes. Although it has 
consistently indicated annual throughputs of over 3 million tonnes per annum in its 
discussion with the railways, the forecasts adopt the more conservative level of 2.5 
million tonnes in 2000-2001, then declining as the CPC pipeline is commissioned.

b) AIOC oil exports
Although AIOC (Azerbaijan International Oil Consortium) are developing two pipeline 
routes (NREP and WREP) for the export of its early oil, prior to the construction of its 
МЕР, it has discussed carrying some tonnage by rail as a temporary measure. As this 
traffic is only being discussed and would cease once the WREP is fully operational, it 
has been ignored in the forecasts.

c) Oil exports by SOCAR
SOCAR (State Oil Company of Azerbaijan) currently exports both crude oil from on
shore production (through Ali Beyramli and other minor terminals) as well as refined 
products through Georgia. The level of crude oil exports (as opposed to refining in 
Baku) will depend on pipeline and refinery capacity in Azerbaijan and some 
adjustments to the relative proportions of crude and refined products are likely over the 
period. The forecast assumes that the combined level of crude and refine product 
remains constant.

d) Oil export of non-AIOC production in Azerbaijan
Old on-shore wells are currently being rehabilitated, with the production planned for 
export through Ali Beyramli. The current projections are for 200,000 tonnes this year, 
increasing to 0.8 million tonnes in 1999. The forecasts adopt more modest figures, 
steadily increasing from 100,000 tonnes in 1998 to 600,000 tonnes in 2003. In the 
medium-term, from about 2002 on, a number of consortia in addition to the AIOC will 
be needing to bring their product to international markets. This is unlikely to be able to 
use the current export pipelines, which have been largely financed/initiated by AIOC 
and have a limited capacity. Demand may then arise at that time for rail transportation, 
at least until the construction of the МЕР, but this has been excluded from the 
forecasts.

e) Transhipments of refined product from Turkmenistan
For some years, around 120,000 tonnes per annum of refined product has moved by 
rail from Turkmenistan to the Black Sea using the Caspian rail ferry. This is forecast to 
increase, particularly with the introduction in the autumn of 1998 of a rail ferry from 
Poti to the Ukraine. A private terminal in Baku port has also been recently developed 
to tranship refined petroleum products from Turkmenistan, shipped by tanker across 
the Caspian, to tank wagons for the Black Sea ports. The traffic is currently 
overcoming environmental issues, but this is likely to be temporary as the only 
alternative to export by rail through Azerbaijan is local sales in Northern Iran. The 
annual throughput is planned to be at least 0.5 million tonnes per annum, but it has 
been included in the forecasts at 0.25 million tonnes.

Overall, transit oil traffic is forecast to grow at 10 percent per annum over the period to 2003. 
Almost all this growth will occur over the next three years with volumes then stabilising as the 
reduction in crude oil transport (particularly the Tengiz cufee) is off-set by increasing volumes 
of refined product for regional markets. Although there are several opportunities for continued 
growth, the longer-term forecasts assume oil volumes are constant after 2003.

Transit traffic from Central Asia has grown strongly in the last 2-3 years and the forecasts 
allow for this to continue. Cotton from Uzbekistan will become the main westbound transit 
traffic, confirmed by a recent regional agreement to use Poti for its export. Traffic grew sharply 
in 1997 and this is set to continue with the creation of a new marketing centre at Bokhara. In 
1997, 84,000 tonnes of cotton was carried by rail and this is expected to rise to 300,000 
thousand tonnes by 2000 and 0.5 million tonnes by 2003. Export of Turkmenistan refined 
products will continue, bolstered by the rail ferry to the Ukraine and there are also long-term
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prospects for up to 300,000 thousand tonnes of aluminium from Tajikistan when the political 
situation stabilises.

A major new traffic is likely to be exports of sulphur removed from the Gengiz crude oil in 
Kazakhstan. This represents around 10 percent by weight of the crude oil, and there is 
currently a stockpile of at least one million tonnes. It is planned to ship up to 0.5 million tonnes 
p.a. from Aktau for export through Georgia. The forecasts allow for 200,000 thousand tonnes 
in 1998, increasing to 400,000 thousand tonnes per annum by 2000.

The main transit traffics eastbound from Georgia to Azerbaijan (mostly transit from the Black 
Sea ports) are grain and flour, sugar and foodstuffs and manufactured goods. Grain and flour 
imports are expected to remain constant but the other commodities will grow at rates ranging 
from 5 percent per annum (for sugar and industrial products) to 10 percent for manufactured 
goods and foodstuffs. Beyond Azerbaijan, the existing contract to supply soya to Uzbekistan 
still has another four years to run. The other traffics are mostly manufactured goods and 
foodstuffs. Traffic to both Azerbaijan and Central Asia is beginning to convert to containers, 
and this will be encouraged by the container handling equipment which forms part of the 
EBRD's Baku Port project.

The Trans-Caucasian route competes for transit routes both with northern rail routes through 
Russia and southern routes, mostly by road through Turkey and Iran. However, it offers a 
distinct distance saving for many traffics, particularly with the introduction of the new rail-ferry 
between Poti and Bulgaria/Ukraine as well as avoiding politically sensitive areas such as 
Chechnya. The railways are currently planning to introduce a piggyback service from Poti to 
Baku.

w

Overall, transit traffic is forecast to grow at around 12 percent over the period.

International freight flows in the main Tbilisi-Samtredia corridor are forecast to increase from 
3.7 million net tonnes (0.8 million eastbound and 2.8 million westbound) in 1997 to 6.5 million 
tonnes (0.9 million eastbound and 4.7 million westbound) by 2000. Local traffic in 2003 is 
forecast at 3.5 million tonnes westbound and 1.9 million tonnes eastbound. The forecast 
increase in total traffic thus ranges from 48 percent at the eastern end of the corridor to 75 
percent at the western end.
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Table 6.3: Forecast traffic 1997-2003 (000 tonnes)
1997 1998 1999 2000 2001 2002 2003 % pa

Local
523 6.0466 494Oil 369 391 415 

437 450 464 
265 265 265 
604 652 705 

1675 1759 1848

439
3.0Construction materials 

Grains/flour 
Other 
Subtotal 

Export/import 
Exports
Azerbaijan/beyond 
Armenia 
Black Sea ports 
Subtotal 

Imports 
Azerbaijan oil 
Other Azer/beyond 
Armenia 
Subtotal 

Black Sea Ports 
Grain 
Fuel 
Other 
Subtotal 

Subtotal 
Transit 

Westbound 
Azerbaijan oil 

Chevron 
SOCAR export 
Other Azerbaijan 
Turkmenistan 
Subtotal 

Sulphur
Other beyond Azerbaijan 
Traceca oil 
Traceca cotton 
Traceca other west 
Subtotal 

Armenia 
Subtotal 
Eastbound 
Azerbaijan 

Steel
Grain/flour
Sugar
Other
Subtotal

Other beyond Azerbaijan 
Traceca grain/flour 
Traceca other east 
Subtotal 

Armenia 
Oil products 
Grain 
Other 
Subtotal 

Subtotal 
Total
Import/transit oil 
Other international 
Local 
To/from 

Azerbaijan 
Armenia

478 492 507 522
265 265 265 0.0265

8.0822 887 958761
22691943 2044 2153 5.2

99 8.760 65 71 77 84 91
61 64 67 5.050 53 55 58

10.088 97 10660 66 73 80
■ 215 232 251 272170 184 198

650 650 650 650 1.2604 600 650
138 145 152 5.0168 176 185160

61 64 67 5.05850 53 55
879 890 902 2.2792 797 857 868

0.0204 204 204204 204 204 
253 278 306 
285 314 345 
742 796 855 

1704 1777 1911

204
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6.3 Financial Performance Trends and Targets

It has been assumed that real freight tariffs decrease at 3% per annum during the period 1998 
to 2003. The Railways revenue from freight traffic is significantly higher than its costs of 
transportation. However, it does not receive most of this revenue as it is diluted by the effects 
of the hard currency fund, barter transactions, and transportation of goods for government 
ministries who do not pay in cash.

It has been assumed that approximately 12% of revenue is paid for in the form of barter goods. 
The Railway must reduce the amount of barter transactions in order to generate more cash 
and improve its cash position. The effect of barter transactions have not been allowed for in 
the revenue figures.

The Railway does not provide for bad debts in its accounts.

6.4 Traffic Projections and Trends Analysis

Freight traffic is projected to grow by 8.7% per annum from 1999 to 2003. Freight Tonne 
Kilometres grow from 2394 billion in 1998 to 3369 billion in 2003. Freight Tonnes transported 
grow from 8.5 million tonnes per annum to 12 million tonnes in 2003.

Within this overall figure it is anticipated that transit and export oil would increase from 3.8 
million tonnes in 1997 to 5.8 million tonnes in 2000 then remain constant (75% increase). 
Other international freight would increase from 2.3 million tonnes in 1997 to 3.9 million tonnes 
in 2003 (69% increase). Local freight would increase at a lower rate (35% increase over the 
same period) from 1.7 million tonnes to 2.3 million tonnes.

The key corridor between Samtredia and Tbilisi has seen an increase to an average of sixteen 
pairs of freight trains at the end of the first six months of 1998. Total tonnage of 3.85 million 
tonnes (nationally) has been conveyed which should give an outturn, in line with earlier 
predictions, of 8.5 million tonnes for the year.

6.5 Competition Analysis

As in most FSU countries, road competition is largely insignificant for the majority of traffics 
carried by rail. There are rapidly increasing numbers of container trucks but this is not a 
significant segment of rail’s traffic. In the medium-term, it is unlikely that rail will lose short- 
distance traffics. However, SR is essentially a transit railway and again this is a small part of 
its total traffic.

Oil pipelines present the greater threat in the long term and some traffic will transfer when the 
new AIOC Early Oil Western Route pipeline becomes operational in 1998. There are plans to 
build another pipeline but it is unlikely to be constructed before 2002 and could be delayed for 
several years.

The proposed concentration of activities to a limited number of freight stations and working 
closely with freight road hauliers to provide an integrated transport facility through railheads 
should also stem loss of business whilst improving the attractiveness and competitiveness of
rail.
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6.6 Freight Strategy

6.6.1 Business Objectives, Standards and Service Levels

The key business objective of a restructured SR should be the safe, timely and efficient 
movement of freight to provide a commercial return that creates a sustainable and growing 
business, generating a profit and providing rewarding work for its employees.

The business focus must be directed to satisfying the customer and meeting his or her 
requirements consistently and economically. This requires the development of quality 
procedures as part of the marketing strategy which must include a thorough understanding of 
SR’s customers and the strengths and weaknesses of the competition. It may also be 
appropriate to develop a customer’s charter that sets out in principle how the business will 
handle its customers and what service(s) they can expect from SR. This is dealt with in more 
detail in 6.6.3.

i

;
The creation of a commercial return and hence a profit will require a change from the present 
tonne/kilometre performance culture to one where each element of the business generates a 
profit and contributes to freight’s overall success. To achieve this will require the development 
of traffic costing procedures to provide a thorough understanding of the individual cost 
elements for each traffic flow. When the costs for each type of traffic are known a tariff policy 
can be developed to ensure a commercial viability.\

Safety is a given for railway operation and is one of the traditional advantages that rail has over 
road transport. Safety is good business, as is environmental awareness, and SR must achieve 
appropriate standards in both areas to ensure compliance with regulations and satisfy public 
expectations. These standards should be set to achieve risk levels that are as low as 
reasonably practicable. This process will require an assessment of present arrangements to 
eliminate prescriptive standards, where appropriate, and introduce output standards and 
specifications that are based on sound commercial and operating judgement.

I

The business strategy should, therefore, include the introduction of modern risk analysis and 
risk management techniques which then become an integral part of SR’s standard procedures.

The table below summarises the strategy

Business Strategy Implementation

Costs reduction Rationalisation 
Productivity improvement 
Investment

Quality Standards Quality assurance 
Greater competence 
Improved infrastructure 
Focused training

I

Customer Service levels Customer Charter
Quicker response to customer
needs
Performance contracts 
Co-ordination with marketing 
efforts

/
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6.6.2 Freight Network adjustments

In 6.6.1 the need to eliminate unnecessary costs to improve financial performance is 
highlighted. The amount of infrastructure and rolling stock that the freight business needs to 
hire should be the minimum consistent with the ability to handle the present traffic levels and 
allow for predicted growth.

The track layouts at stations, freight stations and marshalling yards have not been rationalised 
since 1988 despite present traffic levels being 20% of those in 1988 and predicted to reach 
less than 30% of the 1988 levels by the end of the 5-year business plan.

The infrastructure reflects the traffic flows and patterns that existed on 1988. The current traffic 
flows and patterns are completely different from those of 1988 both in quantity and direction. 
The present traffic split is 80% for transit traffic, travelling on an east - west axis, with only 
20% being domestic traffic either starting or finishing in Georgia.

Ideally 80% of the traffic would pass through Georgia without stopping and would require no 
facilities other than at the port, terminal or border. The facilities at the latter should only be for 
customs purposes as there need be no railway reason for stopping there.

6.6.2.1 Freight Stations

It follows therefore that the domestic traffic needs considerably less infrastructure than 
previously. The freight stations should be rationalised and activities concentrated on:
• Samtredia
• Zestafoni
• Khashuri
• Gori
• Tbilisi Tov
• Tbilisi Usi
• Batumi
• Poti and
• Marneuli.

6.6.2.2 Marshalling Yards

The two main marshalling yards at Samtredia and Tbilisi-Sort should be restructured to handle 
domestic traffic sorting with some additional capacity to hold transit traffic that is either waiting 
forward transit, requires a technical examination or change of locomotive/driver.
This should permit a reduction in the number of tracks to 16 and 23 respectively.

6.6.2.3 Station Layouts

The majority of stations have loop lines in addition to the main lines and have two crossings 
permitting movements between the main lines at either end of the station. This level of 
infrastructure is excessive for the level of traffic and loop lines should only be retained where it 
is necessary for one train to pass another. Similarly the crossings should only be retained 
where it is necessary to reverse trains or provide a facility to handle emergencies or 
contingencies. In most cases only one crossover is needed at either end and it is 
recommended that the facing crossover is removed as it generates a higher safety risk and 
requires more maintenance than a trailing crossover.

At some stations there will be no need for any facilities other than the main lines which will 
allow simplification of the signalling and control arrangements. The consequential introduction 
of additional auto block facilities will speed up journey times and permit a reduction in 
operating costs.
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6.6.3 Freight Marketing and Tariff Policy

6.6.3.1 Freight Marketing

It was identified in 6.6.1. that a key business objective was to focus on the customer.

Individual customers and the freight market generally are changing in response to market 
forces and the emerging economic climate both in Georgia and in the countries who forward 
and receive traffic that is conveyed over the SR network. SR must therefore be responsive to 
and have a system that can identify change at both international and customer level.

It will be the responsibility of the Marketing department to develop such techniques and to 
maintain a regular dialogue with its customers. This department must become the driving force 
of the business by satisfying the customer, identifying traffic opportunities and capturing 
profitable business. It must be seen as a ‘one stop shop’ for existing and potential customers 
by co-ordinating the activities of the other departments to deliver the product that it is selling. 
The activities of running the railway should be invisible to the customer with the Marketing 
department acting as the link between the railway and the customer.

It will also be the responsibility of the department to develop mutually beneficial business 
partnerships through contractual arrangements with other transport operators for the following 
activities:

Collection and delivery of freight between freight stations and customers’ premises
Warehousing
Documentation
Loading and unloading
Freight movement information
Special loads

6.6.3.2 Tariff Policy

The Marketing department will be responsible for defining the business economic internal rate 
of return and the development of a tariff policy to deliver it.

As a first stage it will be necessary to identify the costs associated with the conveyance of 
particular traffics and in some cases at the level of individual traffic flows.

This requires the introduction of a traffic costing system that can identify the avoidable(i.e. how 
much would be saved if the traffic was not carried) costs of carrying a particular flow of traffic.

The following cost items will need to be included in this system:

Infrastructure costs of carrying the traffic for: 
Track 
Signalling 
Electrification 
Telecommunications 
Structures and Freight Stations 
Timetable arrangements

In most instances the freight business will pay a defined track access charge to the 
infrastructure business that includes the above items.

Rolling stock costs for:

Locomotives
Wagons
these will be rental costs for the hire of these items 
Staff costs for:

6-10J98232A/Georgian Railways/Business Plan Issue 1.0/November 1998



Drivers and their assistants 
Shunting and marshalling 
Freight station activities 
Administration 
Overheads

6.6.4 Business Development
'4

In developing its freight business SR must concentrate on rail’s traditional strengths of long 
haul, bulk traffic. Rail in western Europe only becomes competitive with road for transits longer 
than 300 km. This is not the case in Georgia since road competition is not so well developed 
but it gives an indication of what will happen in the future. As transit traffic accounts for 80% of 
SR’s freight business future efforts must be to retain the present profitable flows and develop 
block load traffic. Attention to the following areas will be necessary to provide a continually 
improving quality service whilst reducing costs:

Journey times 
Empty wagon provision 
Terminal and border delays 
Operational practices 
Operational delays 
Customer information 
Simplification of documentation

SR must critically examine its present wagon load traffic to understand its contribution to the 
overall business. Where it is shown that some traffics do not cover their costs SR will have to 
make a conscious decision either to cross subsidise from other parts of the business or 
withdraw from that sector of the market. Cross subsidies should be avoided as they reduce the 
overall profitability and put pressure to increase other tariffs to compensate which could then 
make them uncompetitive.

There will be more containerisation of non bulk goods and as the economy improves more 
‘white goods' will flow, predominantly in containers. The traditional loading and unloading 
methods will need to be replaced by greater mechanisation for handling container and 
palletised goods. SR will have to decide whether this is core to their business or would be 
better handled through private sidings or by franchised terminal operators at their rented freight 
stations.

Identifying non bulk traffic that can be handled at a competitive price will be one of the main 
challenges facing the marketing department as rail's traditional monopoly is eroded. The 
development of strategic partnerships with emerging transport operators at an early stage is 
essential as SR needs to lock them into its system before they develop too great an 
independence.

SR must recognise that with the change in the business structure new railway operators could 
set up in business as direct competitors. It may be appropriate therefore to split the freight 
business into identifiable market segments e.g.

Oil
Transit
Domestic
Containers
Construction
Others

This would create a clear customer focus within the freight business. It would give a greater 
cost awareness and assist the business sector in improving service delivery whilst being closer 
to the customer and should improve market intelligence for future business opportunities.
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6.6.5 Quality of Service targets

Quality of service targets must be developed to enable the business to measure its 
performance and to satisfy customers that the contract service levels are being provided or 
bettered. They should also be used to indicate to prospective customers that the railway is 
capable of delivering its promises.
Where service levels are inadequate then management action can be targeted and results 
tracked to ensure effective action is being taken. This can then be used to give comfort to 
customers that the business cares and is acting positively.

Quality of service targets should include the following:
Train performance
Delays
Journey time achievement
Punctuality
Reliability
Tonnage conveyed 
Freight Station performance 
Tonnage forwarded/ received 
Loading/Unloading times 
Wagon placement 
Wagon suitability 
Freight Station delays

In developing these targets it is essential that they are SMART i.e.:
• Specific
• Measurable
• Achievable
• Realistic
• Timely

SR currently measures many of its activities including some of the above. The list is not 
exhaustive and service targets should be developed as a integral part of the management 
information system. Where appropriate these should be driven by the need to satisfy 
customers and they should be shared with them as part of service delivery and to confirm 
contract compliance.

6.6.6 Freight IT and Management Information Systems

Freight IT and Management Information Systems are the backbone of modern railway 
businesses. They are able to link the main activities to give an holistic approach to managing 
the business and this often extends to interfaces with the systems of other transport operators 
and customers.

The diagram below shows a typical two level Freight Train Operating System with its external 
interfaces.
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Diagram 6.4
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The system is designed to provide the following:
Operational information including:

Movement information of wagons and locomotives 
Location information of wagons and locomotives 
Status of wagons and locomotives e.g. loaded/empty/maintenance 
Wagon and locomotive details including maintenance history and current maintenance 

schedules
Train formations and details e.g. weight, length, special restrictions 

Commercial information including:
Forwarder and Receiver 
Tariffs
Wagon consignment information e.g. contents, weight, destination
Special instructions
Automatic billing
Revenue collection and receipts

It can be seen that the operating and commercial process systems are linked and drive all 
aspects of the business to provide the key elements that form the basis for management 
decisions and action.

6.6.7 Freight Accounting Systems

Freight Accounting Systems should be developed to be an integral part of the Freight IT and 
Management Information System

Freight accounting should be a function of the Marketing department which will give them 
responsibility for the whole freight business. This will enable one department to understand the 
balance between costs and revenue and ensure that an holistic approach is adopted towards 
customer service and business decisions.

The specification and design of the freight accounting system is fundamental to deriving 
maximum flexibility of management information and permitting changes and upgrades as 
business and technology develops.

The key starting point is to define the profit centres. They are the lowest level at which revenue 
and costs are balanced to give profit and loss and balance sheet information.
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SR must decide which are the key sectors within the freight business as a whole e.g. 
Oil business 
Container business 
Construction business 
Others

/
SR may consider that the individual sectors above should be further sub divided into sub
sectors. The oil sector could be separated into individual traffic flows e.g.

Chevron traffic 
Domestic traffic etc.

f

■

l Each of these would then become a profit centre where costs and revenues are balanced. This 
will then enable the process of traffic costing to be completed from which tariffs can be set for 
specific traffics and flows.

j
Within each profit centre there will be several cost centres which should define the key 
activities (not locations) where costs arise, e.g.

Train gangs 
Freight station handling 
Freight station shunting 
Administration etc.

Each cost centre must be carefully defined and will each be split into a series of location 
codes. The location codes are the smallest accountancy split for a particular activity.

)w£'

Location codes are set up for each location where a particular activity (as defined above) takes 
place. At certain locations it may not be possible to allocate all costs to a particular activity. 
This may occur, for example, where a single member of staff undertakes an activity for more 
than one (sub-) sector or business. In such instances SR would need to define a set of rules or 
guidelines for the allocation of the cost split.

The diagram 6.5 below indicates the structure of a theoretical cost accounting system.

)

)

\
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Diagram 6.5
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Revenue accounting should follow similar principles to cost accounting in that it should be 
developed to account for and provide management information at the lowest level of activity. 
Revenue should be split by:
• Customer
• Commodity
• Wagon type
• Origin and destination

• Line of Route or other geographical grouping
• Sub sector and Sector
the split should enable a detailed evaluation of costs and revenue at base activity level

The development of a modern and flexible freight accounting system, similar to that described 
above, will be a major task for SR to undertake early on in the five year business plan. It is, 
however, a fundamental element of the proposed business restructuring and a basic 
requirement for a commercially focused organisation.

The following timetable of activities is proposed for the setting up of the systems
Year Activity
Year 1 set up new organisation and allocate assets accordingly 

develop profit and cost centre accountancy system
develop internal contract structure and framework agreements

Year 2 new organisation goes live
undertake shadow running of the accountancy system 
agree internal contracts and operate on a shadow basis

Year 3 internal contracts go live
accountancy system goes live

Year 4 review and update systems and current business plan 
review and update systems and current business plan

finalise 2004 5 year business planYear 5

6-15 Issue 1.0/November 1998J98232A/Georgian Railways/Business Plan



6.6.8 Freight Operating Strategy and Performance

6.6.8.1 Freight Operating Strategy

The present strategy is based on maximising train length. When the correct tonnage or number 
of wagons is reached arrangement s are made to send it forward. As such freight trains do not 
run to a timetable though a theoretical timetable is produced at the start of each timetable 
period.

With the level of traffic now operating this system is wasteful of resources in that locomotives 
and train gangs are on constant standby. The benefit however is that track capacity usage is 
minimised as the least number of trains are operated between any two points during a 24 hour 
period. With the present capacity constraints, due to the state of the signalling, the capacity is 
limited and the introduction of a fully timetabled freight service may have to wait until the 
planned signalling improvements have been completed.

Freight trains should be operated to a timetable in the same manner as passenger trains. This 
will allow the allocation of locomotives and train gangs to specific times and reduce the number 
of resources required and hence operating costs.

At present train gangs are allocated to individual locomotives. This is a recent practice adopted 
to overcome the poor reliability of the locomotive fleet. The theory is that each gang (3/4) 
allocated to a locomotive understands its workings and are able to rectify problems when away 
from the depot. This results in locomotives being changed when train gangs are changed. If 
this occurs away from the depot the locomotive stands idle until the same train gang has 
rested (12 hours) before being available to work another train.

This practice must be reduced and eventually eliminated as the most expensive resource 
(locomotive) is limited in its operational availability by the hours of the least expensive resource 
(train gang). Consideration should be given in the short term to creating a dedicated 
locomotive fleet to work key traffic flows e.g. transit oil between Dubendi and Batumi. A similar 
arrangement could apply to train gangs who would be trained and if necessary paid 
accordingly. Locomotives would then only be changed at the border.

Local freight trains collecting and delivering wagons between sidings, the main freight stations 
and marshalling yards should also operate to a timetable. The customer should be involved in 
this process to ensure optimisation of working arrangements.

6.6.8.2 Performance

The monitoring of freight operating performance is essential to the understanding of the 
business; for use as a basis for targeting improvements; to develop future plans; to deliver a 
quality product and to ensure customer satisfaction. This information forms a key part of the 
management information system.

Performance targets need to be developed in line with the quality of service targets (6.6.5). At 
present SR measures and records a wide range of data concerning its freight movements. 
With the development of a freight timetable new data will be required to measure actual 
performance against the plan and to measure productivity of its resources (e.g. locomotives, 
wagons, staff). An example is given below:

Freight train departure and arrival targets
departing % arriving %target target

On time 95 On time 80
0 * 30 minutes late 5 0 30 minutes 10

late
31-60 minutes late 0 31- 60 minutes 9

late
60+ minutes late 10 60+ minutes late
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Freight train performance at Freight Marshalling Yards and Freight Stations- to measure the 
achievement of the time taken at each booked stopping point on the journey in comparison 
with that in the plan:

4_

Location:
Train number Plan time Real time Difference % ReaLPIan
2222 60 65 5 108
2223 120 (20)100 83
2224 90 90 0 100

Transit times(in minutes): 1997
4

Section Freight Trains Passenger Trains
Actual Proposed Actual Proposed

Poti - Senaki 93 69 93 60
Senaki - Samtredia 73 70 73 59
Batumi - Samtredia 184 122 184 122
Samtredia - Zestaponi 121 102 121 93
Zestaponi - Khashuri 111 95108 108
Khashuri - Tbilisi 207 187 176207
Tbilisi - Bejuk Klasik 59 52 59 52v_. Tbilisi - Sadachlo 139 121 139 110
Poti - Bejuk Klasik: Total 11 hrs 1min 9hrs 51 min 11 hrs 1min 8hrs 55min

( Batumi - Sadachio : Total 12hrs 39min 10hrs 43min 12hrs 39min 9hrs 56min
Figures supplied by Georgian Railways

6.6.9 Marshalling and Shunting Practices Systems

Freight train marshalling and shunting by its very nature delays wagons and should be reduced 
to the minimum necessary to achieve an effective and efficient operation. Ideally the number 
of marshalling/shunting movements should not exceed the figures in the table below.

Shunting or marshalling movements by traffic type

Movement type
Train type Transit Forwarded Received Local
Block load 1 1 1 2

2/3 2/3Wagon load 2 2-4

The creation of a timetable service pattern will enable a review of the working hours necessary 
to handle traffic at the freight stations and marshalling yards. The increase in block trains and 
in containerisation will further reduce the need to marshal and shunt trains as the proportion of 
wagon load traffic decreases.

The present and predicted traffic levels are insufficient to support 24 hour operation of freight 
facilities with the exception of those required for some oil traffics.

Train movements should be planned and the workload assessed to calculate the optimal 
solution by balancing the effect of rationalisation and cost reductions on quality of service 
delivery and the risk to performance.

The local trains collecting and delivering wagons for the freight stations situated between the 
main marshalling yards should be formed into individual sections for each freight station at the 
marshalling yard. Wagons for the first freight station would be marshalled at the rear of the 
train, those for the next freight station inside the first section and so on.
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An example for a train between Tbilisi Sort and Samtredia is given below:

Locomotive Samtredia Zestafoni Khashuri Gori

At each freight station the wagons for delivery would be detached from the rear of the train 
whilst wagons being collected would be attached at the front. This avoids intermediate 
shunting and marshalling and speeds the movement of traffic.

At the main marshalling yards of Samtredia and Tbilisi-sort the number of sidings should be 
reduced to 16 and 23 sidings respectively.

6.6.10 Terminal Handling, loading and unloading

The number of freight stations should be reduced to those where a reasonable level of activity 
currently exists and can be predicted to continue and develop in the future. The following 
freight stations are identified for retention:

Samtredia, Zestafoni, Khashuri, Gori, Tbilisi Tov., Tbilisi Usi., Batumi, Poti and Marneuli.

All others should be closed and their activities and equipment ,if suitable, transferred to the 
remaining locations.

}

w

Tbilisi should be developed to handle 40ft containers to compliment the port developments at 
Poti and Baku. Development at Samtredia and Gori are not proposed as part of this plan but 
should be reviewed in the light of future traffic levels.

A key strategic business decision to be made is whether freight station terminal management
should be a core activity of the freight business. This includes the following areas:
shunting
loading and unloading
terminal equipment ownership, operation and maintenance
staffing ownership and arrangements
documentation

There are several options which need to be evaluated individually to satisfy the particular 
circumstances at each terminal. The following options should be considered:

1. Retain ownership and total control of operation
2. Retain ownership but franchise one or more activities to another company
3. Retain ownership but share costs and activities on a contracted basis
4. Sell the terminal activity to another company but contract to undertake certain activities
5. Sell the terminal activity to another company

The relationship with other transport operators and customers using the terminal together with 
the value of the traffic to the freight business will influence the final decision.

6.6.11 Border Crossing procedures

The present border crossing procedures require trains to stop for lengthy periods for both 
railway operational and engineering procedures but mainly for customs purposes. Border stops 
of over 3 hours are normal.

In western Europe border procedures have been changed through adoption of internationally 
developed agreements involving both customs and railway operating and engineering 
standards. These arrangements have either reduced the time taken to complete border 
procedures or in some cases eliminated stops at borders.

Georgia and Azerbaijan achieved a considerable reduction in border station stop times with the 
introduction of the Logistics Express container train. Both countries are members of OSShD 
and are party to the treaties dated 13.5.1995 on corridor transports. Only Azerbaijan is 
currently a associate member of the UIC.
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It is an indication of what can be achieved and both countries are recent signatories to an 
agreement made at the Baku conference (on 7 September 1998), together with the majority of 
the other TRACECA route countries, to work towards the adoption of western European 
practice. This will pave the way to reduce the lengthy border station stops that currently apply.

As part of this process both countries should consider the benefits of permitting locomotives 
and train gangs to work across the border to avoid stopping at a location where the only 
purpose of the stop is to change either locomotive and/or train gang.

6.6.12 Rolling Stock needs and forecasts

The recent traffic results and predictions have shown that the most realistic level of business 
will be some 50% greater than the pessimistic TEWET forecasts.

6.6.12.1 Wagon requirements

The 1998 traffic levels of 8.5 million tonnes could be handled with a wagon fleet of 3993 
wagons. During the business plan period productivity improvements of 30% for oil wagons and 
15% for others are assumed which will require 4892 wagons to handle the forecast of 12.5 
million tonnes in 2003. This assumes a 300-day operating year with 10% of the fleet 
undergoing repairs or maintenance at any one time. It also assumes the achievement of a 6- 
day round trip for wagons. This is being achieved for local traffic and with the operating and 
infrastructure improvements contained on the business plan it is realistic for all traffics. The 
reduction in round trip time will require considerable management action to reduce loading and 
unloading times. Too many wagons are being used as warehouses which reduces their 
earnings potential and requires additional repair, maintenance and storage facilities to service 
the unnecessarily large wagon fleet.

The following table 5.6 indicates the number of wagons required throughout the plan period.

Table 6.6 Georgian wagon requirements
Year

20032001 20021998 1999 2000Wagon type
697 699691Covered 550 622 675
199 200157 178 193 197Flat

1476 1480Semi 1164 1317 1428 1462
168717181471 1630 1732 1737Tank

128127 128Refrigerator 101 114 124
698 699622 675 691Other 550

4827 4905 4917 48923993 4483Total
11344000 11689000 11953000Annual Tonnes 8500000 9811000 10861000

6.6.12.2 Locomotive requirements

With the present locomotive and train gang operating arrangements locomotives rarely achieve 
a working day of more than 12 hours and 8 hours is nearer the norm. This accounts for the 
present level of utilisation where locomotives are achieving an average of 202km per day with 
a daily tonne.km per locomotive of 258. The reasons were identified in 5.6.8 as were some 
short and long term solutions.

The following table 5.7 indicates the effect of improving productivity and indicates the number 
of freight locomotives required during the business plan.
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Table 6.7 Georgian freight locomotive requirements
Year

2001 2002 2003Locomotive Type 1999 20001998
68Electric 62 67 69 6955

12 12 1210 12Civil 11
33 30Shunting 43 41 39 36

119530009811000 10861000 11344000 11689000Annual Tonnes 8542000

The business plan assumes a productivity improvement of 12% in line haul locomotive 
numbers which will see the fleet size for Electric locomotives peak at 69 in 2002 then decrease 
as traffic levels rise more slowly but productivity continues to improve. The changes to 
operating practices are fundamental to achieving this target.

Civil locomotives are assumed to be leased by the Freight business but could be leased from 
the Rolling Stock business by the Infrastructure business.

The shunting locomotive requirement reduces at a greater rate than that for line locomotives. 
This is as a direct result of the closure of freight stations and the reduced operating 
requirement through rationalisation and concentration of activities.

6.6.13 Train crew levels and Rostering Practices

Train crews are currently part of the locomotive department. It is recommended that they are 
transferred to the freight and passenger business as appropriate. This will enable the 
businesses to have a tight control over one of the main cost elements. This also recognises 
the difference between the two businesses and will enable them to develop independent 
strategies appropriate to their individual needs.

Train crew levels are based on two types of rostering practice.
Line haul freight
Local freight and shunting

6.6.13.1 Line haul freight

For line haul freight the number of train gangs( a driver and assistant) is based on the number 
of locomotives required. Three or four train gangs are allocated to each locomotive. The 
requirement for locomotives is calculated annually from the projected number of tonne 
kilometres. This figure is supplied by the economics department.

Train crews work an average 170 hours per month working an 8 hour day (that can be 
extended to 12 hours). After each turn of duty they are entitled to 12 hours rest. The 3 or 4 
gangs allocated to a locomotive are called in for duty on a rotational basis when required.

6.6.13.2 Local haul freight and shunting

Local haul freight and shunting locomotives operate on a four gang rotational basis working 12 
hour shifts with alternating 24 and 48 hours rest intervals between. This gives 24 hour 
continuous coverage

The following table 6.8 details the train gang depot establishments as at 1.3.98
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Table 6.8 Georgian train crew depot allocations
Diesel Electric EMU Total

Depot Driver Asst Driver Asst Driver Asst Driver Assistant
Batumi 1 2 23 11 9 9 33 22
Samtredia 110 96 53 14 163 110
Kutaisi 32 29 17 4 19 6816 49
Khashuri 128147 38 25 2 2 187 155
Tfbilisi Sort 81 78 81 78
Tbilisi Loco 32 27 67 14 25 24 124 65
Gurjaani 16 13 8 24 13
Total 419 373 206 68 55 51 680 492

There is an eighth depot in West Georgia but it is not operational at present due to the political 
situation.

The Trans-Caucasian line is operated by locomotives and train gangs from:

Batumi, Samtradia, Khashuri and Tbilisi 2 depots.

As discussed previously the following measures are recommended for adoption and will 
reduce the number of train gangs required:

introduction of a freight timetable
roster gangs to trains not locomotives in a similar manner to passenger trains
review shunting and freight station arrangements to reduce activities to meet business
requirements
consider introduction of driver only operation of freight trains.

6.6.14 Human Resources, Employment levels and labour productivity

The proposed organisational structure for the railway has split it into 6 main groupings of which 
the freight business is one. The main activities of the business can be divided as follow: 
Marketing

Traffic costing 
Tariff setting 
Revenue collection 
Timetable development 

Contracting 
Internal

Rolling stock 
Infrastructure

External
Human resources
Finance
Operations

Train crews 
Freight stations 
Marshalling yards 
Freight terminals 
Performance
Train control and monitoring

The main changes proposed create the ability for the business to be free standing in terms of 
costs and revenue. It will own none of the infrastructure and as such will pay the infrastructure 
business for access to the track and property it needs. Similarly it will rent its locomotives and 
wagons from the rolling stock company.

The staffing levels below have been identified to the freight business through a process of 
disaggregation of the present activities into their component parts and summating the figures 
from these basic building blocks.
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It is considered that a 30% reduction in staff numbers is achievable during the life of the 
business plan through the actions outlined in the freight business section.

The following table 6.8 provides the total staff numbers for each year of the plan

Table 6.8 Freight business staff numbers
Base year Year 1 Year 2 Year 3 Year 4 Year 5

2479 22812695Staff Nos. 3246 3149 2929
% change 3% 7% 8% 8% 8%

The figures do not include any provision for the introduction of driver only operation as it is not 
considered that this will be achievable during the plan timescale. It should be investigated 
however to understand the requirements and trials introduced on certain traffic flows as 
considerable cost benefits stem from this method of operation.

{
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7 NETWORK INFRASTRUCTURE

7.1 Background,

7.1.1 Background, Mission and Objectives

The Network Infrastructure Services Unit is one of five new entities which will be established in 
the management restructuring process of the Georgian Railways.

A number of studies including an analysis of the sector performance of Infrastructure 
Maintenance have been completed. Recommendations for rehabilitation and upgrading have 
been developed. The financial effects have been measured. It is envisaged that the unit will 
charge for track usage so that it will generate a revenue flow enabling it to function on a 
business basis.

The Business Plan deals with the first 5 years of operation i.e. 1999-2003.
Development of the plan necessitates a vision of the business, market potential, planning and 
the projection of financial results.

7.1.2 Mission Statement

Operate and maintain the infrastructure of the SR in a safe, efficient and environmentally 
responsible manner. Determine fees for track access so that the enterprise is profitable. 
Give access to private train operating companies in accordance with commercial practice.

7.1.3 Objectives

The key objectives of the Business Unit are to improve track condition facilitating better train 
performance, increase renewal and reduce maintenance 
Increase revenue 
Reduce maintenance costs

To achieve these objectives the NIU will have to:

Maintain train timekeeping performance 
Provide adequate and safe train control
Maintain track to good standard and reduce delays and derailments 
Modernize infrastructure

The ISU will serve the same geographic area as the SR currently. The Regulatory system will 
allow for the building of new lines and the closure of existing as may be necessary. The 
Business Scope will continue to include current traffic levels but will allow for changes in 
accordance with customer requirements. Access charges will be flexible.
The assets of the ISU will comprise all existing assets including staff which support train 
operations as follows:

Function
Track
Signalling systems 
Communications systems 
Electrification systems 
Fixed mechanical handling equipment 
Stations and yards 
Equipment Maintenance Centres 
Stores and offices 
Track maintenance
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The Access charge will be based on line occupancy coupled with tonnage carried, measured in 
train-kms and tonne-kms. The structure and calculation of charges will be in accordance with 
the format laid down by the Government. Volume discounts should also be agreed to make it 
attractive to the customers and to increase volumes.

Charges for other items will have to be levied as follows:

Electric energy
Leasing of stations and freight yards
Leasing of equipment
Delay, damage and demurrage

The cost headings should also be considered as follows:

Fixed Costs 
Variable costs 
Administration 
Investment 
Profit

A number of options are available to increase the return on investment in addition to volume 
discounts already mentioned. These could include increasing the fees, reducing investment, 
reducing operating costs and increasing the throughput of trains. The last option is the most 
attractive. The ISU will seek to maximize train frequency as follows:

Fees will be set at a level attractive to train operatives 
Efficient train operation will be encouraged financially 
Higher volumes will be discounted

7.1.4 Network Description

7.1.4.1 Signalling and Telecommunications

The signalling system uses Russian equipment, installed between 1960 and 1991. This 
effectively provided an automatic block system with colour lights throughout the main line and 
all stations controlled by relay interlockings. Since 1991 much of the equipment has been 
stolen or vandalised. Although this has markedly reduced line capacity, it has been paralleled 
by a large reduction in train density and the system is continuing to function, albeit at reduced 
speed and using alternative methods in many cases.

The objective of the plan is to provide effective signalling to achieve safe working without 
relying on hand signalling with verbal communications. The single line sections should be 
given preference over the double line sections. The following actions will help achieve this.

The spacing required between signals is dependent on the number of trains in a 
particular section and the speed of the trains. Trains travelling at 60kph will take 10 
minutes to traverse a 10km section between signals with a maximum of 6 trains per hour 
over the section. However at 20kph the time taken will be 30 minutes resulting in 2 
trains per hour. It can therefore be readily seen that other factors, such as condition of 
Permanent Way and Overhead Line which can impose speed restrictions, can reduce 
the number of trains per hour on a route.

The minimum signalling required will be assessed as a result of the current train 
movements shown in the operations business plan and the present restricted line 
speeds which are achievable. In the short term it is assumed that any immediate 
increase in traffic will be accommodated by the proposed removal of speed restrictions 
following Permanent Way renewals. This will be implemented during years 1 and 2.
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Equipment between stations should be minimised to reduce vandalism/theft/ 
implemented year 1.

It is planned that the EBRD funding will ensure that minimum signalling to ensure safe 
operation is provided. Further details of this work are described in a separate document 
(004732-B220-JKT-98232J). Detailed surveys then need to be carried out where necessary to 
ensure the signalling records are up to date with site conditions. Surplus equipment should be 
removed from the trackside and either stored for future use or scrapped. These actions should 
be implemented in year 1.

Where existing Permanent Way is not required this and the associated overhead line wiring 
needs to be removed. Apart from reducing Permanent Way and Overhead Line Maintenance 
this will considerably reduce the signalling maintenance. The time currently spent on points 
testing must be considerable at present and this should be reviewed with the objective of 
reducing the maintenance staff employed on this function. However removal of equipoment 
will require modifications to the signalling and the cost of this must be offset against potential 
savings. In many cases the most opportune time to remove the assets will be when work is 
required to renew them or where removing them reduces the capital cost of a project. This 
work will be done in year 1 and 2.

Apart from the state of the signalling equipment the reliability is significantly affected by the 
extremely poor ballast conditions resulting in failures of the track circuits. This can be 
overcome by the use of axle counters and budget costs are being obtained for this work as 
part of the proposals for the EBRD loan funding, to be implemented (as above) in years 1 and
2.

Currently the Railways appear to be very dependant on the Electro Technical Factory and the 
Design Institute of St. Petersburg. This applies to both equipment specifications and design 
parameters such as calculating braking distances. It would be beneficial if the Railway could 
become more self sufficient in this field. This would require both St. Petersburg centres to 
hand over information for which they will think they hold the “copyright”. This should enable 
small tidying up operations to be carried out more efficiently using suitably trained Georgian 
Railway staff or local “contractors”. This is achievable in Year 1.

As currently applies to most safety cricitical work, output should be independently checked 
before being put into service. Whilst this was formerly the practice on Georgian Railways it no 
longer operates due to reduced staffing. It is essential for safety reasons that the Independent 
Check is reinstated in Year 1.

Prior to the civil unrest a form of Cab Signalling was in operation. This would appear to be very 
elaborate for the current low density of traffic. A means of simplifying the system just to 
provide a degree of protection against trains over-running signals should be evaluated for 
implementation in Year 2 onwards.

A modern communication system is vital to modern operations and the proposed fibre optic link 
will provide this. It is vital that the means to access the cable are also provided.

The following actions should be considered from years 4 and 5 onwards:

Complete rationalisation of layouts to meet forecast traffic requirements for next 5 to 10 years.

Continue the introduction of modern technology for train detection and the passing of controls 
to lineside signals and between interlockings. Use of axle counters will eliminate ballast 
problems for track circuits and avoid provision of Impedance Bonds (Throttles). Use of the 
fibre optic link between interlockings will eliminate much of the lineside cabling which is old and 
also subject to theft. Both these points only apply to the sections of line between interlockings. 
These actions should be started in Year 5.

Existing lineside signals and point operation is probably adequate and there would appear to 
be no immediate need to change. However the lens system in the main signals is reported to
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be poor and this should be reviewed, especially if only a reduced form of cab signalling is 
provided. The review should be done in Year 2 and implemented in Year 5.

Introduce bi-directional signalling between interlockings to facilitate the work required to 
Permanent Way and Overhead Line whilst enabling a signalled train service to be maintained. 
This to be actioned in Years 4 & 5.

Introduction of modern technology for the interlockings should be considered as they become 
due for renewal, or the layout is simplified to such an extent that replacement is the cheapest 
option. For the smaller interlockings modern processor based systems coupled with the use of 
the fibre optic cable would give the opportunity for remote control of interlockings giving both 
better overall control and staff savings. This work should commence in Years 5 and 6.

- -

Introduction of centralised control, or at least central information systems from each 
interlocking via the fibre optic link, to allow better train planning thus enabling bottlenecks etc. 
to be avoided. This should commence in Year 4.

Ensure power supplies for signalling are stabilised to avoid outages by Year s 5 and 6.

Maintenance staff should be divided into three categories by Year 5. These should be for

KJ Routine skilled activities (mechanical or non electronic) such as points testing etc.

First level maintenance of modern electric equipment such as the fibre optic cable and 
associated transmission equipment and axle coutners etc. This should be limited to 
chaning units or cards within the equipment when a fault occurs. Staff to be suitably 
trained.

)

Second and third level maintenance of technical equipment. These staff may need to be 
recruited and suitably trained. They would investigate faults which could not be rectified 
by simply changing cards and also investigate faulty units or cards.

Review signalling on branch lines. Simplified signalling should be introduced where 
appropriate in Years 2 and 3.

Table 7.1 SR Main-line Signalling Systems (Pre-91 and current)

From To Pre-91 Current
Azerbaijan border 
Armenian border

Tbilisi
Tbilisi

Full autoblock
75% full autoblock, 25% semi
autoblock 
Full autoblock 
Full autoblock 
CTC
Full autoblock 
CTC

Semi autoblock
Paper ticket line clear working

Tbilisi
Kaspi
Samtredia
Samtredia
Samtredia

Full autoblock 
Semi autoblock 
Paper ticket line clear working 
Paper ticket line clear working 
Manual block (one train in 
section)
Not operating______________

(1) Summary description of Autoblock, Semi-autoblock and Centralised Traffic Control is set out in Appendix 4.

Kaspi
Samtredia
Poti
Batumi
Ingiri/Jvari

Ingiri Russian border CTC

i

Of the original 2044 colour light signals, some 1100 are not currently operating 2256 of the 
2682 line track circuits are not useable, together with 1911 of the 2226 in stations. There are 
30 level crossings along the route, of which 6 are still operating (2 electrical and 4 mechanical).
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Prior to 1991, the whole mainline route was cabled underground, having been installed 
between 1980 and 1984. Some of these have since been stolen or vandalised and SR has 
already replaced some of the sections with optic-fibre for telecommunications. The current 
situation is:

optic fibre was installed by SR on the single-track sections from Samtredia to Poti and 
Batumi in 1995 as an emergency measure for communications
between Samtredia and Khasuri, SR has purchased the required fibre-optic cable and is
awaiting funds for its installation and commissioning
between Khasuri, Tbilisi and Gardabani the 1984 cable system is operating

In addition, the trains are equipped with train radio and portable wireless equipment has been 
provided by EU. Performance Improvement

It is imperative to upgrade the performance of the ISU in the operating and financial areas. 
Improved operations will lead to lower costs and greater competitiveness in the market place. 
Increased profits will support investment. The areas which should be targeted are investment 
and staff productivity. As is well known the infrastructure is in bad shape. Track maintenance 
and renewal is in arrears and much of the rails and track components are worn out and in need 
of replacement. Maintenance equipment is obsolete and the staff organization needs 
overhauling. The signalling and communications system is almost non-existent. Most of the 
equipment has been stolen and vandalized so that only a limited number of sections are 
operative. The power supply system is worn out.

The specific areas recommended for immediate attention, baring in mind the cash limitations 
are set out below:

Track renewal and repairs 
Track maintenance equipment 
Signall ing and telecommunications 
Bridges 
Power wire
Staff reorganization and downsizing

7.1.5 Power Supply Maintenance

Power Supply costs decline throughout the period of the forecast. Power consumption in the 
Freight & Commercial Unit is assumed to vary with the volume of freight traffic, i.e. the main 
activity of the unit. The increase in the power consumption by this department is assumed to 
be offset by reductions in consumption by other departments of the railway where consumption 
is believed to vary in line with the number of staff employed.

7.1.6 Efficiency and Effectiveness improvement

Performance Improvement

It is imperative to upgrade the performance of the ISU in the operating and financial areas. 
Improved operations will lead to lower costs and greater competitiveness in the market place. 
Increased profits will support investment. The areas which should be targeted are investment 
and staff productivity. As is well known the infrastructure is in bad shape. Track maintenance 
and renewal is in arrears and much of the rails and track components are worn out and in need 
of replacement. Maintenance equipment is obsolete and the staff organization needs 
overhauling. The signalling and communications system is almost non-existent. Most of the 
equipment has been stolen and vandalized so that only a limited number of sections are 
operative. The power supply system is worn out.

The specific areas recommended for immediate attention, baring in mind the cash limitations 
are set out below:

7-5 Issue 1.0/November 1998J98232A/Georgian Railways/Business Plan



Track renewal and repairs 
Track maintenance equipment 
Signall ing and telecommunications 
Bridges 
Power wire
Staff reorganization and downsizing

7.2 Network Description

7.2.1 The Network

The Georgian Railways (SR), with the majority of the railway network constructed at the turn of 
the century, consists of 1321 km track routes. This length also includes 38 km of narrow 
gauge track between Borjomi and Bakuriani. The main railway route, which is also part of the 
Trans-Caucasian line, runs in east-west direction between Beyuk-Kyasik (in Azerbaijan) and 
port town of Poti on the Black Sea. Except for the three short sections, totalling 15 km in 
length, the line between Abasha and the Azerbaijan border (309 km long) is of double track 
construction. At present the work is in progress to construct double track on two sites.

The entire network has 469 km route of main line and 814 km single track branch lines.

The SR railway network consists of the following track routes: -

Table 7.2: Georgian Railway Network

From RemarksTo Track route length
fkml

Main Lines:
Azerbaijan borderSenaki - Beyuk-Kyasik 363Poti

SamtrediaBatumi 106
Total main line 469 km

Branch Lines:
Senaki Ingiri 40
Ingiri Jvari 35
Natanebi Ozurgeti 19
Brotceila Tchaltubo 23

Tkibuli IIRioni 49
SatchereZestaphoni 49

Khachuri Vale 90
SuramiKhachuri 5
Tchinvali**Gori 33

Arminia BorderTbilisi Jnc. Sadakhlo 59
Towards TurkeyMarabda Akhalkalaki 160

KazretiMarneili 42
Tbilisi Telavi 150
Junction km 89 Tciteli - Tckaro 38

Tcnoris - TchaliGurdzhari 22
Total branch line 814 km

Narrow Gauge Line
Bakuriani 910 track gaugeBorjomi 38

TOTAL TRACK ROUTES 1321 km
Notes:-

• - Track between Ingiri and Veseloe (Russian border) totalling 197 km is now under Russian sphere of operation and 
maintenance.

• - Section between Shindisi and Tchinvali (11 km) is closed due to political situation in Oseitia region
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The Georgian Railway is build to a broad gauge of 1520 mm with gauge widening on sharp 
curves in order to reduce rail side cuts and rolling stock wheel wear. All railway network, 
except for narrow-gauge section, is electrified at 3.3 kV DC. The Borjomi to Bakuriani narrow 
gauge track is electrified at 1.5 kV DC. The electrification of SR was completed in November 
1967.

The track, including signalling, was designed and constructed to Russian Standards (GOSTs) 
with a designed maximum train axle load of 23 tonnes. The main line track geometry was 
design to accommodate maximum passenger trains speed of 100 km/h with 80 km/h for freight 
trains. However due to present relatively poor track condition there are many temporary 
speed restrictions in order to ensure safe passage of trains.

7.2.2 Track and Structures

Considering the lack of investment in the railway infrastructure during the last ten years or so 
the overall general condition of the track was, during the site visits and inspections, in a 
reasonable state of repairs. However due to lack of spare parts and in particular track 
material such as rails, sleepers, rail fastenings and track maintenance equipment, this has 
resulted in a considerable backlog in track maintenance and renewal. There are several 
sections in need of urgent track “repair” and/or track renewal. On the main line of the Trans- 
Caucasian Railway route there are five sections totalling 39 km where, due to deteriorated 
track condition, temporary speed restrictions were imposed.

The following could be stated in respect of the present track condition: -

4.4.1.1 Track geometry and alignment

From visual inspection the track alignment appear to be acceptable for the maximum 
permissible speed of 100 km/h for passenger trains. The railway was design and constructed 
to the following parameters: -

Track gauge
Minimum horizontal radius 
Minimum vertical curve 
Transition curves
Maximum track cant (super elevation) 
Maximum track gradient 
Sleeper spacing

1520 mm (-4; +20) 
150 m

300 m
cubic parabola

150 mm
29%o
543 mm where R>1200 m 
500 mm “ R< 1200 m 
330 mm on unballasted

bridges 
Ballast depth 300 - 350 mm

7.2.3 Rails

The main line track is mostly fitted with standard Russian R 65 flat-bottom rail of acceptable 
design and suitable for an axle load of 23 tonnes. The rails are self-hardened and heat 
treated manufactured from Carbon-Manganese steel with tensile strength of approx. 1000 
MPa. The rails are supplied in 25 m lengths and when required are welded, at Veli - Tbilisi 
welding plant, to 250 m long sections with subsequent site weld into 750 m long welded rail 
(LWR) sections using special flush-butt rail welding train. To accommodate rail thermal 
expansion and contraction the railway’s normal practice is to install three short rail panels, 
each 12.5 m long, at each end of the LWR. One set 12.5 m long is kept on site and inter
changed between summer and winter periods in order to maintain standard rail expansion 
gaps of approximately 6 mm. At present there is no proposal to install continuous welded rail 
(CWR) track, similar to European main line practice, and thus eliminate most of the rail joints, 
which are one of the major railways maintenance problems.
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Apart from several rail head wheel-burns, caused by locomotives wheel spinning and battered 
rail ends at the rail joints the inspected rails appear to be in serviceable condition. However 
there was some evidence of rail corrugation due an excessive vertical rail/track movement 
under moving traffic.

\ To prevent rail movement/creep there is a standard practice to fit, on timber sleepers track 
only, the rail anchors. However it is generally believed that there is sufficient rail grip within the 
rail fastenings used on concrete sleeper assemblies and therefore no rail anchors are installed. 
Nonetheless there was evidence of rail creep also on the concrete sleeper track, mainly due to 
poor track maintenance or damaged rail fastenings.

/ 7.2.4 Rail Joints

Expansion Joints - The SR Railways using both four and six holes type fishplates. Several 
of fishbolts were noticed to be either loose or completely missing resulting in an excessive joint 
movement. Due to lack of proper joint maintenance i.e. regular packing of joint sleepers there 
is evidence of dipped joints, battered rail ends, broken rail fixings and split or broken concrete 
and/or wooden sleepers.

Insulated Rail Joints • Poor design and lack of maintenance of the IRJs resulting in many 
signal failures.

Note: -In order to soften load impact at the rail joints it is a standard railway practice to install, 
within the concrete sleeper track, two or even three wooden sleepers on either side of the rail 
joints.

7.2.5 Sleepers

Wooden Sleepers - The timber used for production of wooden sleepers on the Georgian 
Railways are of softwood type, predominately of pine species, impregnated with creosote 
preservative at the Gori Timber Impregnation Plant prior to installation. Many inspected 
sleepers, especially at the rail joints were galled and/or split damaged. The maximum 
expected life of these softwood sleepers is approximately 20 to 25 years, depending on 
location and track maintenance regime.

The Railways use pre-stressed concrete monoblock S 56 type, ofConcrete Sleepers
Russian design and manufacture. The sleeper design does not allow for installation of an 
elastic rail type fastenings, which is now a common practice within the modern railway 
requirements. The actual life of this type of concrete sleepers is approximately 15 to 20 years 
compere with normally expected 40 years. Whether due to faulty manufacture or lack of track 
maintenance many sleepers were found damaged or even broken. As sleepers, together with 
rail fastenings, play an important part in track quality it is paramount that existing dated design 
is replaced, on all new installations, with elastic type fastenings with easy installation, increase 
reliability and reduce future track maintenance.

7.2.6 Rail Fastenings

On Wooden Sleepers - The SR Railways using predominantly DO type inelastic rail fixing of 
Russian design and manufacture consisting of 1:20 rail inclination cast iron baseplates. Each 
baseplate is fixed to the sleeper with five steel spikes. Two holding baseplate only with further 
three spikes, two in the "fourfoot" and one on the outside, holding down rail and baseplate. 
On junction work installations the baseplate is fixed to the sleeper with two coachscrews 
instead of steel spikes. There was not evidence of rail or baseplate pads being used to 
reduce with DO fastening in order to reduce load impact on sleepers and ballast..

Many wooden sleepers, especially at the rail joints were found to be damaged and 
split/cracked with spikes worked loose under the train movement.
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7.2.11 Infrastructure Organisation

The Chief Engineer, First Deputy Chairman is responsible for administration of the track 
maintenance along with the associated and related services of civil engineering, including 
permanent way districts and other work units that are located on the main line. The Chief 
Engineer’s office is in the Railways Headquarters in Tbilisi.

Within the SR there are 11 permanent way districts responsible for maintenance and renewal 
of 1561 km of track routes. Five of the districts are located on the main line track section 
between Beyuk-Kyasik on the Azerbaijan border and Poti.

The SR track maintenance districts are: -

Table 7.3: Permanent Way Districts

Main line track length
No. District Name [km]8 Track length

[kml
1 Sukhumi 122
2 Ochamchira 168
3 Samtredia 203 138
4 Batumi 120

Zestaphoni5 165 64
6 Khashuri 147 140
7 Borjomi 82

Tbilisi 18 253 212
9 Tbilisi 2 234 94
10 Gurdjari 187
11 Tsalka 160

Total 1 841 648

Typical District Organisation Structure: -

Picture 7.4: District Organisation

District

Track Prefab.
Wnrkshnp

Mechanical
Wnrk<?hnp

Bridge
Wnrkqhnp

Rail Flaw Detection
____ Workshop_____

Track
Hangs

Sub Districts

The main responsibility of each district is a routine track inspection and maintenance to ensure 
safe and uninterrupted flow of the traffic and, if required, to carry out a small amount of track 
repair work. The focus of attention is on preventative measures to avoid failures of track, 
track formation and railway structures. Since the track districts are part of the divisions their 
activities are closely inter-linked with other railway divisions, such us stations, depots, civil 
structures and track renewal divisions. The organisational structure of each district depend on
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checking track gauge, cant and track level 
systematic check of junction work 
renewal of switches and/or junction crossing 
renewal of junction work timbers 
renewal of track up to 400 m long
emergency track repair, such us replacement of broken rails, dealing with track buckling
and train derailments
carry manual ultrasonic rail flaw detection

The Railways also carry, at least once a month, the track geometry measurement using Track 
Recording Vehicle (TRV) and a special Defectoscope Coach in order to detect any broken 
and/or cracked rails so that replacement could be arrange in time to avoid major train 
derailment.

I

The boundaries of the districts, sub-districts and departments are set in line with the Ministry of 
Transport directive.

Typical track length of districts and sub-districts: -

Table 7.5: District Track Length
■w*

Divisions Single track
fkmj

Double track
fkmj

Districts 150-200 200 - 300
Sub-districts 21 -25 24-31

The following working gangs operate within each sub-district: -

small
large
mechanised

consisting of 5-6 staff 
14-15 “

10-12 “

At major junction works and large stations there are also following gangs: -

mechanised 
special S & C

consisting of 17 - 20 staff 
5 - 6 “

Other Units Supporting Railway Infrastructure Maintenance

Track Prefabrication Workshops

The Georgian Railways owns two track maintenance and renewal workshops. One at Tbilisi 
and the second at Samtredia. Both are reasonably well equipped with machinery and track 
maintenance tools. Their major function is a prefabrication of 25 m long track panels on either 
concrete or wooden sleepers. To assist with track panel prefabrication work the complex is 
also furnished with two overhead gantry cranes.

On site the track workshop responsibility is extended to track renewal and installation using 
such equipment as Platow track laying machines, SCHOM-4 ballast cleaning and VPO ballast 
tamping/track lining machines. Unfortunately the equipment used is of dated design in urgent 
need of replacement with more up-to-day technology.

Rail Welding Plant at Veli - Tbilisi (undergoing replacement of welding machine at present)

Prior to site installation of the long welded rails the short 25 m rails are welded, using flush-butt 
shop welding technique, into strings 250 m long. Each weld is then grind and tested before 
rails are loaded on special flat wagons and delivered to site where they are in situ welded into 
750 m LWR using special flush-butt rail welding train.
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The rail welding plant, originally built in 1932, is employing 105 staff.

Ballast Quarry at Durnuki

The broken stone from this quarry is of high quality basalt. However the amount of track 
ballast produced here is insufficient to satisfy the railway demand and therefore any ballast 
shortage is substituted be gravel extracted from river bed.

Sleeper Impregnation Plant at Gori

At this plant, which was extended in 1989, the timber sleepers are being treated with creosote 
prior to track installation. Taking into account that any future track installation should consist 
mostly of concrete sleepers the existing daily production of 2000 sleepers should be more than 
sufficient to cover the Georgian Railway demand.

7.2.12 Track Staff Numbers (September 1998)

No. Code Organisation Location Staff Nos.
1 PCH 2 Track District Ingiri 93
2 PCH 3 Samtredia 381
3 PCH 4 Batumi 206
4 PCH 5 Zestaphoni 327
5 PCH 6 Khashuri 422
6 PCH 7 Borjomi 270

PCH 8 Tbilisi I (local)7 443
Tbilisi II (Junct.)8 PCH 9 381

PCH 109 Gurjaani 161
10 PCH 11 Tsalka 81

Total Track Districts 2765

11 PCHL 1 Track Protection Samtredia 42
12 PCHL 2 Tbilisi Junct. 61

Total Track Protection 103

13 PMS-25 Track Workshop Brotseula 203
14 PMS-189 Veli 166
15 PMS-293 Gomi 225

Total Track Workshop 594

16 RSP-40 Rail Welding Plant Tbilisi Junct. 108
17 RPZ Ballast Quarry (Gravel) Chkhenisi 51
18 RPZ (Basalt) Durnuki 35
19 PSH Sleeper Impregnation 

Plant
Gori 48

Total Miscellaneous 242

Grand
Total

3704

7.2.13 Railway Joint - Stock Companies - J-S C (Transtroi)

The J-S. Cs are independent business units set up to provide various types of railway related 
services whenever they are commissioned by the Georgian Railways.

These units are: -
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Technical Institute (Georgiatransproject) - Set up to provide survey and design 
support for railway construction projects.

Trans-Builders
infrastructure and civil engineering construction works.

Railway contractor organisation experienced in railway

Concrete Sleeper Factory at Tbilisi

New concrete sleeper factory, opened in 1996, was set up to produce reinforced 
concrete mono-blocks and twin-block concrete sleepers. The rail fastenings used are 
non-resilient type BKB-65 and SHDS-65. 
manufacture pre-stressed concrete sleepers within this complex, 
understood that this may change in not too distant future. During factory visit the 
sleeper production was at a standstill due to lack of orders from the Railways.

■

At present there are no facilities to
However it is

\

Bridge-Builders - This unit specialises in bridge renewal and construction work.

7.3 INFRASTRUCTURE

;
7.3.1 Track Condition in General

The main railway line between Gardabani (Azerbaijan Border) and Poti on the Black Sea is 
generally in poor condition, mainly due to lack of financial investment in track maintenance and 
renewal in the last ten years. According to railway standards the track should have had a 
general overhaul, with a complete rail replacement, once it carried a maximum of 500 MGT 
(million gross tonnes). As can be seen below some of the existing track carried well over 600 
MGT. The Table 10.1 also indicates that on the main line alone there are 15 sites with either 
temporary or permanent speed restrictions. Some are as low as 25 km/h

Temporary Speed Restriction (due to track condition)Table 7.6

SectionNo Track
L-left
R-right

To Length TSR* Traffic
load

[MGT]

From

[km/h][km] [km] [km]
Poti - Senaki1 Single 1 40 40 40
Senaki - Abasha2 2232 2246 14 40
Abasha - 
Samtredia

3 2246 2252 6 25 461

4 Adjameti - Sviri R 2298 2307 9 40
5 Argveta - 

Zestafoni
L 402314 2322 8

6 Schorapani - 
Dzirula

L 2329 2334 5 40

Gomi - Agara7 R 2394 2403 9 25 621
8 Agara - Kareli R 2403 2410 7 25 622
9 Kareli - Skra R 2410 2420 10 25 621

10 Skra - Gori R 60
11 Gori - Uplistiche R 2428 2435 7 25 562
12 Metekhi - Kaspi R 2448 2455 7 60
13 Ksani - Dzegvi L 62470 2476 60
14 Ksani - Dzegvi R 2470 2476 6 60

Dzegvi - Mtsheta15 R 2476 2482 6 40

Notes: -
* - TSR - Temporary speed restriction 

- shaded are maim line track sections
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7.3.2 Condition of Track Components

Rails - Main line is predominantly fitted with R 65 flat-bottom (Russian design) self-hardened, 
heat treated carbon-manganese steel rails with tensile strength of approx. 1000 MPa. 
Compare with condition of the rest of the track components the rails on site were found to be in 
a reasonable condition except for several wheel-burns and battered rail joints. The latter 
caused by lack of track and joints maintenance. At some locations there were traces of rail 
corrugation.

Rail Joints - Due to insufficient track maintenance in the past years it would appear that the 
rail joints suffered the most. There are many dipped joints with loose or missing fishbolts. As 
the rail joints are not correctly maintained and joint sleepers properly packed a considerable 
vertical rail movement was noticed under the passing trains. Some baseplate spikes were 
found loose or missing completely. Furthermore several joints were out of square as a result 
of an excessive rail creep/movement during train braking, especially on concrete sleeper track 
where no rail anchores are installed.

Sleepers (Wooden)
Russia and impregnated with creosote substance at the Gori sleeper impregnation plant, 
before they are installed in the track.

These are made from softwood species - pine, imported from

Resulting from sub-standard track maintenance and actual age of the track components many 
sleepers are split with deep baseplate galls not capable of holding spikes firmly in place. 
Approximately 20 -25% of existing wooden sleepers are in need of urgent replacement.

Sleepers (Concrete)
design and manufacture. The design in particular is dated with many practical problems. For 
example rail baseplates are held in a position with two holding down bolts inserted and turned 
in sleeper recess. The bolts once broken under the traffic, and several were seen as such in 
the track, is impractical to remove and replace unless the whole sleeper assembly is removed, 
which is labour and time consuming.

These are pre-stressed concrete monoblock S 56 type of Russian

The sleeper can only take a non-resilient type rail fastenings.

According to previous reports the main line consists of: -

371 km with concrete sleeper track 
350 km “ wooden

Rail Fastenings - Both DO on wooden sleepers and KB 65 type on concrete sleepers are of 
a non-elastic type assemblies and of dated design. Under the traffic movements, especially 
on sites with sub-standard track maintenance, these rail fastenings are prone to become loose 
and/or damaged.

Track Ballast
function. One is to drain water away from rails and the other is to provide track support, both 
vertically and laterally.

Under normal circumstances the track ballast should perform two-fold

The most of the inspected track ballast was found in a very poor condition, polluted with sand, 
dust and other materials either blown or dropped onto the track. It is also understood that 
some of the new ballast delivered to site is unwashed at the quarry, already contaminated with 
small particles before it is installed in the track. The situation is made worse by the fact that 
there is no regular ballast cleaning programme.
Apart from poor ballast condition there is also, at some locations, insufficient amount of it 
especially at the sleeper ends. This ballast deficiency could contribute to lateral track 
displacement.
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Maintenance Performance

The lack of finance within the railway sector in recent years led to considerable backlog of 
track maintenance and renewal.
several temporary speed restriction had to be imposed, some as low as 25 km/h. 
locations and values of temporary speed restrictions refer to Table 10.1).

In order for the Railways to operate safe train service
(For

According to the data supplied by the Railways 364 km from a total of 1841 km of track 
network (nearly 20%) is life “expired" as the track carried more than the recommended 
maximum of 500 MGT since the last general overhaul.. Furthermore the track components of 
691 km of track (37.5%) are worn beyond the recommended railway standards and in need of 
replacement.

Track Condition Survey7.3.3 Table 7.7:

Safety 
risk - 

main line

Track Life Track
with

safety
risk
[km]

Track
District

Total
track
length

Main line 
length life expired - 

main 
line*
[kml

expired*[km]
[km][km][km]

In gin'** 77
5750 60Samtredia 203 138 39

35 36Batumi 120
2151 46 64Zestaphon 165 64

i
28Khashuri 147 140 26 26 28

29Borjomi 82 20
7483 89Tbilisi 1 253 212 85
16Tbilisi 2 234 94 80 34 75

145Gurdjavi 187
160 150Tsalka

364 km 251 km 691 km 215 kmTotal 1628 648 km
km

Notes: -
* - carried more than 500 MGT
** - new track division set-up after Sukhumi and Ochamchira district were transferred to Russian control 

Total track length of 1628 km was 1841km with Sukhumi and Ochamchira

7.4 Recommendations

In order to improve railway traffic performance the following track renewal and enhancement 
programme is recommended: -

7.4.1 Track renewal

There are several track sections on the main line that are “life expired”, i.e. carried more than 
the recommended standard maximum of 500 MGT, and therefore in need of track renewal. It 
is therefore suggested that a complete general track overhaul is carried at these locations as 
soon as finance becomes available, 
replacement, including supply and installation of new ballast and re-profiling of track formation 
to eliminate problem with track drainage in future.

The overhaul should include complete track

The new rails should be R 65 flat-bottom section compatible with the existing track 
configuration. One of the major cause of poor track condition is dated existing track 
fastenings, which in many instances is either broken or loose. Therefore it is recommended 
that the new sleepers should be of prestressed concrete monoblock design with elastic rail 
fastenings and with serviceable life of at least 40 years. The associated rail fastening should 
be easy to install and renew/replace if required.
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An opportunity should be taken, once the existing track is removed, to either clean or 
completely replace existing ballast with new good quality before installation of new track.

Below is a list of the sites recommended for track renewal as identified by the Railways. The 
location and track length can change depending on the project implementation date. The total 
length of track that should be renewed is 35 km.

Table 7.8\ Proposed track renewal sites

Location Road From To Length Speed
limit

[km/h]
[km] [km] [km]

Samtredia Kopitnari Eastbound 2260 2272 6 25
Kopitnari Muchiani Eastbound 2272 2281 8 15i
Adjameti Sviri Eastbound 2298 2307 7 25
Gomi Khashuri Westbound 2384 2394 9 25

\ Agara Gomi Westbound 2394 2403 5 25
Total 35

km
y.

7.4.2 Track maintenance and repair

Within the railway system there are also several track sections, with temporary speed 
restrictions, where main problems are damaged sleepers and loose or broken rail fastening, 
mostly at the rail joints. The situation can be remedied by replacing defective sleepers and, 
where required, ballast cleaning. The new sleepers should be of the same design as for the 
track renewal, i.e. concrete monoblocks with an elastic rail fastenings. In order to improve 
existing track condition and remove temporary speed restrictions it is estimated that up to 25% 
of the existing sleepers, both wooden and concrete, need to be replaced at these locations. 
Part of the track repair work should also be the renewal of fishplates and insulated rail joints. 
The ballast can be cleaned using one of the existing SCHOM-4 ballast cleaner, subject to 
availability of spare parts, 
supplement the removal of existing ballast spoil.

Delivery and installation of new ballast will be required to

In order to perform sleeper changing operation efficiently a purchase of a sleeper changing 
machine is highly desirable.

The total track length that falls into this category amount to 50 km.

Table 7.9 Proposed track maintenance sites

Location Road From To Length Speed
limit

[km/h]
[km] [km] [km]

Chaladidi Poti 24 39 15 40
Zestaphoni Argveta Westbound 2321 2314 6 40
Landtchuti Nigoiti 76 82 5 60
Kareli Agara Westbound 2410 2403 7 25

TSR
Kolobani Abasha Westbound 2252 2246 5 25

TSR
Dzirula Shorapa Westbound 2334 2324 4 40

ni
40/50Tcipa Litchi Both 2367 2375 8

Total 50 km
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7.4.3 Bridge timber sleepers renewal

It has been identified by the previous railway investigation reports that on the main line eight 
railway bridges need track sleeper replacement. The wooden sleepers are of special type, 
200 wide x 240 deep x 3250 mm long placed at 330 mm centres. The total amount needed is 
1105.

7.4.4 Table 7.10 Track Sleeper Renewal

Bridge No. Location
[km]

Length Quantity
[ml ML

1 31 + 144m 413 400
2 29 + 700m 41 20
3 21 + 791m 40 20
4 18 +657m 59 25
10 2241 + 529m 116 100
11 2248 + 179m 119 100
13 2255+ 143m 118 400
65 2455 + 759m 137 40

Total 1105 sleepers:

Bridge Rehabilitation7.4.5

Several previous consultants have identified that some bridge rehabilitation work on the main 
line is necessary in order to continue safe train operation. Below in Table 7.11 is a list of 
bridges that need attention.

Location
[km]

River Bridge span 8 Comments
M

2235 Techuri 168 Repair and Repaint
2248 + 179 Nogela Corrosion Protection119

2290 Rioni 154 Repair and Repaint
2405 Mtkvari 135
2473 Mtkvari 83

11 Lochini 66

Following detail bridge examinations, carried by an independent bridge expert, and discussions 
with the Railways it was concluded that the most efficient way to progress the bridge 
rehabilitation matter is to reconstruct the Rioni bridge, due to its poor present condition. The 
rest of the above bridges could be just repaired and repainted.

7.5 Improvement of Track Maintenance

7.5.1 New Track Components
By installing new track form, i.e. new rails, concrete sleepers with an elastic rail fastenings to a 
proven and acceptable design with new or clean track ballast the selected 35 km of track, 
proposed for track renewal, should be virtually maintenance free at least for a number of years. 
The same should apply, to a slightly lesser extent, to the sites proposed for track rehabilitation 
totalling 50 km of track.

Refurbishment of existing equipment
The Georgian Railways owns number of heavy track renewal and maintenance equipment 
such as Platow track relay machines, SCHOM-4 ballast cleaning machines and VPOR/VPO 
track alignment and tamping machines. Even though this equipment is dated none the less it 
is essential to keep it in a working order, at least until finances are available to replace it, so 
that the track renewal programme could be implemented.

7-17
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The SR main line rail fixing is of KB 65 type assembly, again ofOn Concrete Sleepers
Russian design and manufacture, consisting of a cast baseplate, two baseplate holding down 
bolts and two rail clips with bolts. In order to soften the load transfer impact on concrete 
sleepers the rail and baseplate pads are also installed. The whole baseplate assembly sits in 
the concrete sleeper recess. Similar to wooden sleeper fastening also KB 65 is of a non 
elastic type, resulting in many sleepers being damaged and fastenings broken, especially at 
the rail joints.

7.2.7 Track Ballast

There are two types of track ballast in evidence on the SR Railways. One is of high quality 
basalt stone supplied from Durnuki quarry and the other is a gravel dug from river bed at 
Tchenisi near Samtredia.

The stone ballast is to 40/70 mm gauge of acceptable hardness. However the majority of the 
existing track ballast is in very poor condition, mainly due to contamination from dust and sand 
being blown onto the track from adjacent fields, traffic pollution such as oil drips from wagons 
and foremost from lack of regular track ballast cleaning. Furthermore in some instances the 
ballast from the quarry is delivered unwashed, already heavily polluted with dust particles. 
The contaminated ballast prevents water drainage with loss of dynamic absorption, track 
elasticity and failure of electrical insulation resulting in signal failures. In theory the ballast 
depth, beneath the bottom of the sleepers, should be in order of 300 - 350 mm, however on 
site in some places it is difficult to distinguish between ballast layer and track formation.

In many cases, even on the LWR track sections, the sleeper ends are exposed without any 
ballast shoulders. Inevitably this would lead to track misalignment problems due to thermal 
rail expansion and insufficient side track restrain.

7.2.8 Junction Work

Existing main line junction work layout is of simple, ladder type turnouts mostly on softwood 
timbers with few installed on concrete sleepers. Turnouts consist of shallow depth switches, 
to a continental design, with manganese cast centre blocks. The junction work geometry is 
predominantly of 1 in 11 crossing angle to R 65 flat-bottom rail section profile. The inspected 
turnouts were in a good serviceable condition. According to previous reports there are 1397 
simple turnouts associated with main line operation. Many of them provide just additional 
movement facilities in emergency situations and therefore could be considered for taking out of 
service in order to reduce future track maintenance and renewal costs.

7.2.9 Bridges

On the main line between Gardabani (Azerbaijan border) and Poti there are some 80 major 
bridge constructions totalling 7530 m in length, originally constructed at the end of the last 
century. Some were repaired or renewed in the past, however several of the bridges are in 
need of urgent rehabilitation in order to carry railway traffic safely. The timber sleeper track on 
bridges consists of special sleepers 200 wide x 240 deep x 3250 mm long, spaced nominally 
at 330 mm centres. Each timber sleeper is fixed to the bridge deck with two through bolts. 
The rails are held in DO non-resilient baseplates spiked into the sleepers, similar to the plain 
line arrangement. Many of the sleepers are damaged and decayed in need of replacement. 
There is no ballast on the bridge deck to take dynamic load from passing trains. It has been 
identified, within the previous reports, that approximately 1100 bridge timber sleepers, 
including rail fastenings, will need to be replaced on eight main line bridges. Additionally it is 
proposed to repair and/or rehabilitate further six bridges.

7.2.10 Tunnels

There are 5 tunnels on the main line between Gardabani and Poti. According to previous 
investigations and reports an increased tunnel maintenance is required to prevent water 
ingress.
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7.5.3 Purchase of modern technology
To assist with an efficient installation of 35 km of track a new, modern ballast tamping machine, 
capable to tamp at least 1000 sleepers an hour, is highly essential. The good track geometry 
alignment will considerably improve passenger ride comfort, have less damaging effect on 
rolling stock and extend life of track components and as a result reduce future track and rolling 
stock maintenance costs. Therefore new ballast tamping machine should be equipped with 
an automatic track line and level equipment.

However to rehabilitate the existing remaining track the purchase of an efficient ballast 
cleaning machine is highly essential, especially when so much ballast is solidly compacted and 
contaminated with dust, clay and other foreign matter. It is highly unlikely that the new 
continuous tamping machine would be able to perform to its full potential under such a difficult 
circumstances. Therefore, subject to availability of finance one of the Railways' priorities must 
be to purchase new ballast cleaning machine so that new ballast tamping machine could also 
be used on the existing track rather than only on track relays.

7.5.4 Purchase of Track Maintenance Tools
In order to perform the routine track maintenance tasks efficiently the permanent way districts 
and sub-districts must be furnished with appropriate tools and track equipment, such as: -

hand held ballast tamping sets 
rail cutting machine 
rail drilling machines 
rail grinding machines
coach screwing and spike inserting machines
portable rail changing cranes
electric generators
hydraulic jacks
sleeper changing machine

Revised track installation methods
The present method employed by the railway on new track installations is time consuming and 
costly. The 25 m track panels are prefabricated at two track workshops, one in Tbilisi with 
second being in Samtredia, loaded on a special wagons and delivered to site to be installed by 
the Platow track relaying machine.

7.5.5

Consideration should be given to direct installation method where sleepers are delivered to site 
and laid on top of the prepared ballast followed by installation of pre-delivered LWR. This 
method is far more efficient especially with rail fastening assemblies already installed onto the 
sleepers at the sleeper factory.

7.5.6 Introduction of New Concept
As mentioned earlier on most of the track maintenance problems on the Georgian Railways 
are with rail joints. One of the solution is to extend, subject to track geometry, existing 
maximum 750 m LWR into Continuous Welded Rail (CWR) track and thus reduce considerably 
number of rail joints. To change existing concept will require new track installation standards 
such us built up sufficiently strong ballast shoulders to prevent track buckling with change in 
temperature and also training permanent way district staff in CWR maintenance and rail 
destressing method. Furthermore an introduction of alumino-thermic rail welding concept 
would be of a great practical benefit to the Railways so that it does not need to rely purely on 
long welded rail plant and/or mobile flush-butt rail welding train.

New Track Relaying Method

Similar to the other FSU countries also the Georgian Railways concept of installing new track 
is by prefabricating 25 m long track panels at a special track depots. These are then loaded 
on special wagons and installed by special purpose built Platow track relay cranes. This 
method is now dated, costly and time consuming. It is therefore suggested that the Railways 
seriously consider to adopt, in the future, a direct track installation method using portal cranes.
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8 ROLLING STOCK BUSINESS

8.1 Strategy

8.1.1 Structure

It is proposed to establish a Rolling Stock Business Unit as a stand alone unit which will carry 
out maintenance and overhauls for the Passenger and Freight Business Units on locomotives, 
passenger carriages, and freight wagons. It will operate as an autonomous enterprise with its 
own technical, workshops, accounts sales and human resource managers. It will negotiate 
cotnracts for the supply of maintenance services to the Passenger and Freight Business Units.

The option should be kept open for the Rolling Stoc Unit to own rolling stock, which it would 
then lease to the Passenger and Freight Business Units and to other licensed operations.

The Rolling Stock Unitwill be encouraged to provide engineering services to third parties on a 
commercial basis.

The principal functions of the Roiling Stock Service Unit will include:■w-

• major maintenance and overhaul of rolling stock, including locomotives (electric and diesel), 
passenger carriages and freight wagons;

• contract with Passenger and Freight Business Units, and third party customers where 
profitable, for major maintenance, overhaul and other engineering services;

• development of best practice methods, systems, equipment and workshops for engineering 
work;

• management, training and development of staff;

• achievement of financial and other targets set by Rolling Stock Unit and approved by Board 
of SR.

The organization for the Rolling Stock Business Unit is shown in the Annexes. The top 
management organization of Georgian Railways is also given.

8.1.2 SWOT Analysis

There is a popular management tool used in analysing businesses. It examines the strengths, 
weaknesses, opportunities and threats of the business. This is usally referred to as SWOTS 
analysis. Using this technique the Rolling Stock Business Unit is analysed below:

Strengths

Management expertise 
Monopoly situation 
Own workshops 
Large fleets 
Dedicated workforce

Weaknesses
• Old locomotive fleet
• Old wagon fleet
• Old passenger fleet
• Lack of spare parts
• Lack of modern management techniques
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Management organisation

Opportunities

New organisation 
New management technique 
New focus on business 
Autonomy
Work for third parties 
Less staff 
Bigger profits 
Reduction in fleet size 
Sell off surplus assets

Threats

New pipe-lines
Competition from other maintenance businesses 
Loss of business to road haulage

8.1.3 Mission Statement

TO PROVIDE AND MAINTAIN LOCOMOTIVES, FREIGHT WAGONS & PASSENGER 
COACHES TO MEET THE REQUIREMENTS OF THE FREIGHT AND PASSENGER 
BUSINESS UNITS AT A COMPETITIVE AND PROFITABLE PRICE

8.1.4 Human Resources

There is little doubt that the Rolling Stock Unit is currently grossly over-staffed. This is due to a 
number of factors. The matter has not been helped by the present situation, which allows staff 
to remain at work after the official retiring age. Neither is the situation helped by the current 
low level of state pensions and this problem cannot be solved by the Rolling Stock Unit alone 
and must be tackled as an overall problems in Azerbaijan Railways. The current levels of 
employment is about four thousand. It is likely that with improved management and working 
techniques this number could be reduced to substantially lower numbers in the region of 1,500 
or less.

An opportunity exists to re-train staff in modern workshop practices such as quality 
programmes and world class manufacturing techniques. This involves participation by all 
levels of staff and in the consultants experience can result in a big improvement in staff morale 
and big productivity gains.

This involves people working smarter but not necessarily harder.

8.1.5 Manage Information Systems

In order to operate a good bsuiness management require a good management information 
system which would give useful and timely information. Unfortunately computerisation and the 
necessary communications highways are some years away.

In the meantime it is recommended that local area network computers be set up which would 
assist in tracking locomotives, freight wagons and passenger coahces, costing, human 
resources, etc. This information could then be despatched in the short term to a central 
location on the internet.
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8.1.6 New Workshop Techniques

World Class Manufacturing Techniques

This involves setting up teams including management and operatives into teams to decide on 
the best method of carrying out maintenance work on all rolling stock. Generally work teams 
are set up to carry out the work and they work as a team.

The fact that the people who are involved in the actual work on the ground are consulted and 
decide the best method will give them a feeling of being involved in the decision making 
process and will improve the morale of the staff concerned. In the experience of the 
consultants big productivity gains can be gained.

It is suggested that if it is decided to introduce such techniques that this be introduced initially 
as on a shop by shop basis.

Productivity

There is a common practice in the west whereby production targets are set in advance and 
agreed with the workforce. If these targets are exceeded, then the workforce benefit by 
enhanced payment.

In this way noth the enterprise and the workforce gain. The enterprise gains by increased 
production and the workforce by improved payments.

Quality

The Japanese and the USA championed the use of quality programmes in order to gain 
competitive advantage. These techniques are now the norm in workshop practice throughout 
the west. Such programmes as Just in Time and Zero Defects are now commonly used. Just 
in Time involves careful co-ordination with suppliers to deliver material when required. This 
means that the amount of inventory is reduced and frees capital and reduces the areas of 
stores required.

8.1.7 Safety Systems

Safety is paramount importance to all railway operations. Railways for too long have been 
very inward looking. This has changed in recent years where the experience gained in the 
Nuclear and Chemical Industries has been used to good effect in the railway industry.

Leads in the chemical field have been ICI Imperial Chemical Co in the UK. They have 
developed their own Safety Rating System. Some railways have adopted an international 
Safety Rating System, which was developed in the United States. Similar systems have been 
introduced in British Railways and Irish Railways.

This allows the railways concerned to measure their management of safety in a logical manner 
and is subject to external audit. There are different levels of competencies which can be 
aspired to on a year by year basis and this method introduces a discipline which benefits the 
railway in the long term by the reduction in accidents and fatalities and represents a good 
return in time and effort.

To implement such a system requires a big commitment from management and staff. The 
level of safety required under this sytem is not easy to attain.
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8.2 Contracts with Freight and Passenger Business Units

8.2.1 Rolling Stock Requirements

A selling Buyng relationship will be set up between the Rolling Stock Business Unit and the 
Passenger and Freight Business Units. It is the responsibility of the Rolling Stock Business 
Unit to provide rolling stock to the operating business units to the specification laid down by 
these business units.

The specification will include:

Locomotives

the number of locomotives required during the daily cycle
trailing load
max speed
journey time required
type of locomotive
location

Of course this would be agreed between the Rolling Stock Business Unit and the Freight and 
Passenger Business Units.

Freight Wagons

number of wagons 
wagon type 
location 
max speed 
journey times 
braking characteristics

Like the locomotives these would be agreed in advance in discussions.

Passenger Coaches

number of passenger coaches required
location
max speed
quality
heating
catering cars
sleeping cars

It is quite clear that the number of units of locomotives, passenger coaches, and freight 
wagons available exceeds what is required in the foreseeable future.

This will present a dilemma both for the operating units and the Rolling Stock Business Unit. 
On the one hand the Freight and Passenger Business Units will want the flexibility of having 
additional rolling stock available to them if and when required. There will be a cost associated.

8.2.2 Objectives of the Rolling Stock Business Unit

provide a quality service at a competitive price 
make sufficient profit to have a sustainable business
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It is the Freight and Passenger Business Units responsibility to determine the number of rolling 
stock units required, or as an alternative they could supply the Rolling Stock Business Unit with 
their timetable, and leave it to the Rolling Stock Unit to determine the total number of units 
required including those that would be required for maintenance on an ongoing basis.

I The Rolling Stock Business Unit will have to take the following into account when determining 
the numbers of the various types of rolling stock required.

4__

Operating procedures 
locomotive availability 
wagon availability 
passenger coach availability 
line speed
line temporary speed restrictions

8.2.3 Issues to be addressed

Some issues to be addressed includej

through running of locomotives
transfer of drivers and assistants to the Freight and Passenger Business Units
scrapping and disposal of surplus rolling stock
rationalisation of maintenance depots
staff reductions
re-organisation

■

i

Through Running of Locomotives

Currently locomotives operate in confined areas with frequent changing of locomotives during 
the journey. This causes additional delays and reduces the availability and utilisation of the 
locomotive fleet.

It is strongly recommended that this practice be changed in order to improve the availability 
and effectiveness of the service.

Transfer of drivers and Assistants to Freight and Passenger Business Units

In order to give as much control as possible to the operating business units it is proposed to 
transfer drivers and their assistants to thm. This will allow the units to roster more effectively 
and to improve the overall cost effectiveness.

Consider should be given in the future to the introduction of one person operation of 
locomotives. This will involve close liaison with the Safety to ensure that safety in operation is 
not impaired.

Disposal of surplus Rolling Stock

This is an issue, which requires immediate attention and if nothing else will focus the mind on 
the future requirements of the businesses. This issue has been discussed elsewhere in the 
report.

Rationalisation of Maintenance Depots

In looking at the future business requirements it will be necessary to carry out some 
rationalisation as it is accepted that the level of bsuiness will never return to that which 
pertained prior to 1990. Taken in conjunction with the development of Baku Wagon Works 
there is hardly a requirement for the number of depots now in operation.
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Staff Reductions

Rationalisation will bring with it staff reductions ad this coupled with the introduction of new 
workshop practices will inevitably lead to a surplus staff situation. The Ancillary Business Plan 
envisages an incrase in staff numbers in the Baku Wagon and should be capable in absorbing 
some surpluses.

At present legislation does not assist reducing staff numbers the only solution may be to 
introduce a voluntary redundancy programme and a non recruitment policy.

Reorganisation

The re-organisation proposals present an unique opportunity to introduce real business focus 
into the organisation.

The three main areas of locomotives, freight wagons and passenger rolling stock will have their 
own managers who will carry the responsibility for their area of the business.

8.3 FLEET CONDITION

8.3.1 LOCOMOTIVES

8.3.1.1 Main Line Electric Locomotives

The SR electric main line fleet consists of 241 locomotives, of which 83 are currently available 
for traffic. They are divided into a freight fleet and a passenger fleet.

The age profile of the electric locomotives is as follows:-

over 30Type 5-9 10-14 15-19 20-24 25-29under
Age 5

16VL 22
8 77VL 8

44 4018VL 10
VL 11 1 30 12

9318 44 48TOTAL 1 30 12

The age profile is such that approximately half of the electric locomotives have exceeded their 
28 year life. The FSU regulations imposed a life limit, but as the locomotives are confined to 
Georgia, unlike wagons and coaches, SR have the freedom to extend the life span if 
practicable, and intend to keep some life expired locomotives in service.

SR have issued a design brief to the Locomotive Plant in Tbilisi for the production of a new 4 
axle single unit electric locomotive for passenger working. This is to be followed by an order 
for 20 locomotives for delivery before the end of 2000.

The condition of the locomotives is as follows:

Operating
Daily
Requirement

TYPE TOTAL Condition
Downgraded ServiceableRepair

Required
}Branch : 8 
}Freight: 45 
}Passgr: 18 
JCivil eg : 8

16 8 8 8VL 22
2 50VL 8 85 26

296VL 10 
VL 11

102 67
308.5 442.5

84117178.5 20241.5
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There are in addition 39 VL22 and VL8 locomotives in Abkhazia, condition unknown.

Numbers for main line locomotives are per complete operational locomotive, 
i.e. 1 locomotive = 2 permanently coupled units.
There are four crews attached to each locomotive.

The TRACECA Rolling Stock Maintenance Report July 1997 gives a fleet of 238 locomotives 
with 83 available There continues to be an increase in the number of locomotives available for 
service, from 59 in 1996, 112 in Dec 1997 to the current figure of 117. Many of the 
locomotives have been downgraded due to severe vandalism during the civil war, leaving little 
more than shells. The VL22 are 40 years old, and are only operated on the branch lines from 
Khashuri to Vale, and Kutaisi to Tkibuli. The VL8 is a freight locomotive, but now operates only 
on passenger duties.

One of the major problems with the reliability of the VL8 locomotives is the deteriorated 
condition of the electrical wiring insulation. There are also problems with the insulation of 
electrical machines. On average there are about one or two breakdowns in service each week 
which require the locomotive to be assisted. Main causes are traction motor flash-overs, wiring 
insulation breakdown, motor-compressor and pantograph problems.

It has not been possible to obtain reliability in figures. The basic configuration of two units back to 
back means that the possibility of a complete failure in service is very much reduced. The drivers 
are trained to, and indeed undertake, running repairs in service. The VL 10 and VL11 
locomotives operate on freight duties and are more reliable than the VL8 locomotives, but with 
electronic components they are not as easily repaired as the simpler VL8.

SR, unlike some other CIS railways, do differentiate between locomotives for freight operations 
and passenger operations. There are separate depots in Tbilisi for each.

Characteristics of the Main Line Electric; 3 kV DC, locomotives are as follows:

Type Axle arr. Weight
tons

Maximum
axle

Continuo Maximum 
. Speed 
(km/h)

Tractive power
kNus power

(kW) (start)load
VL 22 M CoCo 132 22,0 1860 80 378
VL 8 2xBoBo 2x92,0 23,0 2x1880 100 2x298
VL 10 2xBoBo 2x92 23,0 2x2300 100 2x307
VL 11 2xBoBo 2x92 23,0 1002x2300 2x306

The VL electric locomotives are all 3000v DC. The VL22 date from 1941, the VL8 
from 1957, the VL 10 from 1967 and the VL11 from 1975 onwards.

The VL 22 M 3 kV freight locomotives were built by Kolomna and Novocherkassk. Series 
production 1947 - 58. The M stands for Modernizirovannyi - Modernised, but this is related to 
the pre-war VL22.
The VL 8 3 kV freight locomotives were built by Novocherkassk and Tbilisi. Series production 
1955 - 67. This is the first series build twin electric of the FSU, developed in order to cut the 
need for double heading.
The VL 10 3 kV freight locomotives were built by Novocherkassk and Tbilisi. Series production 
1967 - 77.. This is a development of the VL8 providing higher Tractive power.
The VL 11 3 kV freight locomotives were built by Tbilisi. Series production 1976 - 86.

8.3.1.2 Main Line Diesel Locomotives

The SR main line diesel locomotive fleet consists of 10 locomotives, of which only one 
currently available for traffic. The locomotives were used mainly as substitutionary locomotives 
when there were power failures, but these are now much reduced. There is a general 
shortage of diesel fuel oil.
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The age profile of the locomotives is as follows:-

Type under 10-14 25-295-9 15-19 20-24 over
30Age 5
1ТЕЗ

2TE10M 3
2TE10U 6
TOTAL 6 3 1

The condition of the diesel main line locomotives is as follows :

Condition Operating
Daily
Requirement

TYPE TOTAL
ServiceableDowngraded Repair

Required
ТЕЗ 1 1
2TE10M
2TE10U

33
6 6

010 9 1

Numbers for main line locomotives are per complete operational locomotive.
• i.e. 1 locomotive = 2 permanently coupled units.
• Diesel locomotives nominally have a life of 20 years.
• The TRACECA Rolling Stock Maintenance Report July 1997 gives a fleet of 10 main line 

diesel locomotives with 7 available. All the 2TE10 locomotives are currently out of service 
due to a shortage of parts. Four are being repaired. US $ 13,000 of parts have been 
ordered.

There is no operational requirement for main line diesel locomotives at present, as the 
reliability of the power supply has increased considerably in the last twelve months. Diesel fuel 
is difficult. The ТЕЗ is used on track renewal.

The fleet of six modern 2TE 10U locomotives were part of a fleet of ten locomotives sent to 
Georgia to assist in a World Food Programme project. Two locomotives were returned to 
Russia on completion of the project, and two were dismantled for parts. There is no capacity in 
Georgia for major overhaul (KR) of main line diesel locomotives, which must be done in other 
countries.

The engines are the weak point of the 2TE10 locomotives, particularly the cooling systems. Most 
of the locomotives are basic electro-mechanical units, which can be understood and adjusted by 
the drivers in the event of an on line failure. The later units with electronic components are more 
prone to cause on line failures, because they are more complicated and cannot be as readily 
dealt with by the crew, requiring more specialised skills.

The characteristics of the main line diesel locomotives are as follows:

Tractive powerAxle arr. Weight

tons

Maximum
axle

Power kW 
(continuou

MaximuType
kn.m.

s) Speedload (start)
km/h

2xCoCo 20,1 2x1472 100 2x285ТЕЗ 2x120,6
2x127,0 21,2

100 2x39923,0 2x22082TE 10 M 2xCoCo 2x138,0

2x39910023,0 2x22082TE 10 U 2xCoCo 2x138,0
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The 2TE10 diesel-electric locomotives are 6000 hp and consist of two 3000 hp units permanently 
coupled back to back. The same two units always operate together throughout their life, and both 
have the same number. Maximum speed is 100 kph, and bogies are the three axle CO-CO type 
with all axles motored. Axle loading 23 tonnes.

The ТЕЗ freight locomotives were built by Kharkov, Lugansk and Kolomna. Series production 
1955 - 73. They are powered by Kharkov type 2D100, 10 cylinder 2-stroke diesel engines. 
Produced for more than 20 years, the ТЕЗ became the main type of diesel freight locomotive in 
the FSU from the mid sixties, and is probably the world’s most produced twin-unit diesel
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The 2TE 10M freight locomotives were built by Lugansk. Series production 1981 - 90. They are 
powered by Kharkov type 10D100, 10 cylinder 2-stroke supercharged diesel engines. It is a 
development of the 2TE 10V. The M stands for Modernizirovannyi - Modernised.
The 2TE 10U freight locomotives were built by Lugansk. Series production from 1989. They 
are powered by Kharkov type 10D1002, 10 cylinder 2-stroke turbocharger diesel engines. It is 
a development of the 2TE 10M. The U stands for Universalnyi - Universal.

8.3.1.3 Shunting Locomotives

The SR shunting diesel locomotive fleet consists of 175 locomotives, of which 63 are currently 
available for shunting duties :

Type under 5-9 10-14 15-19 20-24 25-29 over 30
Age 5
TEM2 27
ChME3 22 57 48 6 7 17

TOTAL 22 57 48 6 7 44

The condition of the diesel shunting locomotives is as follows :

<! TYPE TOTAL Condition Operating 
Daily RequirementDowngraded Repair

required
Serviceable

} Freight 27 
} Industrial 17 
} Hire 12

TEM2
ChME3

27 19 3 5
148 58 22 58

175 77 25 66#63

In addition to the rostered 27 (db 34), there are 17 locos on industrial duties, and 12 shunting 
locomotives which are hired out to industrial enterprises.

There is little change from the TRACECA Rolling Stock Maintenance Report July 1997, giving 
a fleet of 174 diesel shunting locomotives with 62 available.

All numbers for diesel shunting locomotives are given per individual unit, as they operate as 
such, i.e. 1 locomotive = 1 unit.

Many of the ChME3 locomotives have been downgraded due to severe vandalism during the 
civil war, leaving little more than shells.

The backbone of the shunting locomotive fleet is the diesel-electric ChME3 single unit 
locomotives, which develop 1000 hp. The single unit diesel electric TEM2 locomotives develop 
1200 hp, and are more reliable.

SR intend to base the fleet on the ChME3 locomotives, and gradually phase out the TEM2 
locomotives.

The mechanical components of the ChME3 locomotives, particularly engines and air 
compressors, are unreliable. The traction motors and generators are generally OK. There is a 
shortage of parts, particularly compressors. Parts are expensive, but US $ 4000 of spares has 
recently been obtained.
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The characteristics of the diesel shunting locomotives are as follows :

Type Axle arr. Weight

(tons)

Maximum
axle

Power kW Maximum 
. Speed

(km/h)

Tractive power
kN

load (start)

ТЕМ 2 CoCo 120 20,0 883 100 347

ChME 3 CoCo 123 20,5 993 95 356

The TEM2 shunting locos date from 1967, and the ChME3 from 1965.

The ТЕМ 2 diesel-electric shunters were built by Bryansk. Series production 1967 - 87. It is 
powered by a Penza type PD1, 6 cylinder 4-stroke diesel engine. It was developed as a more 
powerful version from the TEM1.
The ChME 3 diesel-electric shunters were built by CKD in Czechoslovakia. Series production 
1965 - 87. It is powered by a CKD type K6S310DR, 6 cylinder 4-stroke diesel engine. This 
Czech design was the most common shunter in the FSU. The Ch stands for Czechoslovakia.

8.3.1.4 Electric Multiple Units

The SR fleet of electric multiple units consists of:

Type Age under 5-9 10-14 15-19 20-24 25-29 over 30
5

SR3 9
ER2 16 78 130
TOTAL 16 78 139

The condition of the EMU fleet is :

Operating 
Daily Requirement

TYPE TOTAL Condition
Downgraded Repair required Serviceable

SR3 9 6 3 3
ER2 222 214 106 78
TOTAL 231 220 109 81

They operate mainly on local services out of Tbilisi in 6 car sets, but also out of Khasuri and 
Batumi, in 2, 3 , or in 4 car sets.

There have been no internal improvements made to the railcars to make them attractive to 
passengers. They are quite basic with slatted wooden seats, and all finishes are in poor 
condition.

The age profile and condition of the multiple units is such that it is unlikely that their life could 
be prolonged beyond another 10 years, if even that.
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The characteristics of the electric railcars are as follows :

Type No. of 
cars

Weight 
M=motor 
T=trailer 

DT=cab t. 
DM=cab

Maximu 
m. axle 

load

Maximu 
m. Speed

(km/h)

Power per 
motor car

Current

(kW)

m.

SR3 3/4 M: 61.5 720 85 3 kV DCn.a.

T: 38.5

10/12ER 2 M: 54,6 

T: 38,3 

DT: 40,9

19,9 800 130 3 kV DC

The ER2 3 kV EMU's were built by RVZ in Riga, with the driving trailers coming from Kalinin. 
Series production 1962 - 84. This was by far the most numerous type of EMU manufactured in 
the FSU.

8.3.1.5 PASSENGER COACHES

In addition to the above multiple units, SR owns a fleet of passenger coaches, with age profile 
as follows :

Age Under 5-9 10- 15- 20- 25- TOTALover
5 14 19 24 29 30

TSMO Open
sleeper

54 seat/36 32 122 167115 56 37 529

TSMK Compartment 
sleeper_____

36 73 77 135 5274 66 437

SV Ritz 18 seats and sleeper 1 13 2 21 9 46
TSMR 13 10 6 6 35Restaurant cars
TSMV 10 23 33Postal/Luggage

Service
Technical

*Tewet 1997

У

8-12J98232A/Georgian Railways/Business Plan Issue 1.0/November 1998



Passenger Coach Fleet
69Compartment Cars (2 berth) 18

436Compartment Cars (4 berth) 36
516Open Saloon Cars 36/54

41Restaurant / Kitchen Cars
3Buffet Cars

28Luggage Vans
3Postal Vans

38Parcel Vans
25Country Trains

5Railway Officers Saloons
6Engineering Inspection Saloons
2Video Cars
4Prison Vans

1176TOTAL 1117
187Cannibalised for Spares

18Out of Service (over age)
405Left in Abkhazia region
566OPERATIONAL 505

1996

The availability of the coaches at present is as follows : total :505

Required for passenger timetable
Available for passenger timetable
Awaiting DR
Awaiting KR
Stored
Downgraded

421

The determination of the type of coaches available is complicated by the inclusion in the 
figures of the 405 coaches left in Abkhasia. No new coaches have been purchased since the 
formation of SR. There is a proposal to purchase new high speed locomotives and passenger 
coaches, but it has not been implemented. There is a proposal to convert 7 open type 
carriages to inter regional wagons, but it has not been implemented.

The condition of the coaches is not attractive. There was little work done in the way of major 
repair (KR) until recently, and annual depot repairs (DR) have consisted of little more than 
essential safety work and a coat of paint.

Average passenger speeds are reported as 25 kph (1997).
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8.3.2 FREIGHT WAGONS

The age profile of the SR freight wagon fleet is as follows:

Type Age under 5-9 10- 15- 20- 25- TOTALover
5 14 19 24 3029

Covered 288KR 1 122 670 653 418 68 2220
Platforms 78 92PL 199 276 247 252 1144

PV Low Side 5 609 1071 1345 688 493 34 4245
TS Tanks 82 142 172 114 150 87 747

Refrigerator 78 160 123 29 79 3RF 1 473
3 98Other 287 728 602 228 179 2125

1256 2588 3188 1959 38210 1571 10954TOTAL
Source : Head of Wagon Economy Oct 1998

The above represents the known wagon fleet in Georgia owned by SR

The current actual working wagon fleet of SR is as follows:

TOTAL Condition Operating
Average Daily Requirement

TYPE
ServiceableRepair

Required
3519 794 550Covered KR 

Platforms PL 
Low Side PV 
Tanks TS 
Refrigerator RF 
Others

4313
2301 1913 388 157

11645699 4111 1588
2507 764 1743 1470
777 495 282 101
3901 2277 1624 550

13,076TOTAL 19,507 6,419 3,993
Source ; Statistics Dept. 1998

A census of wagons in May 1998 by SR gives a fleet of wagons actually owned by SR of 
16,592, consisting of 12,760 wagons in Georgia, plus 3832 wagons in other countries. The 
working fleet consists of the above 12,760 wagons, plus 6747 wagons in Georgia belonging to 
other CIS administrations and used by SR, to give a working fleet of 19,507. There are in 
addition 450 wagons marooned in Abkhazia, condition unknown.

Availability of wagons for traffic has improved considerably since the TRACECA Rolling Stock 
Report in July 1997. Then only 3642 wagons were available, against a traffic demand of 2313 
wagons. The tank wagon fleet includes wine tanks based at Gurjani, milk tanks at Gori and 
Tbilisi, and acid and chemical tanks based at the Armenian border.

All freight wagons (except refrigerators) have one standard freight bogie, the CSRIK 3, and 
although basic, it requires a considerable amount of maintenance, particularly centre castings 
and bearings, All bogie side frames and cross bearers are scrapped after a life of 30 years. 
The year is cast into the frame. Air distributors require overhaul every year. All freight wagons 
have been fitted with composition brake shoes for over 20 years. Life is 20 times greater than 
cast iron.

The refrigerator wagon fleet is consists of about 170 five car sets ( 4 cargo plus 1 generator / 
compressor unit), as well as a number of single vehicles with 2 small diesel generators.
SR count the generator units in the 5 car sets as part of the “others” statistic, not as part of the 
777 refrigerated wagons.

■
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8.4 MAINTENANCE FACILITIES AND ORGANISATION

At the break-up of the FSU, all the facilities in the territory of what has become Georgia, for 
many locomotives, passenger coaches, and freight wagons, were basically running 
maintenance facilities only.)

The only exceptions to this were the “Lenin" Locomotive Construction Plant, now the 
“Elmavalmshenebeli” Locomotive Plant, which was the principal source of dc electric 
locomotives in the centralised soviet system, and the “Stalin” Locomotive, Carriage and Wagon 
Repair Plant, now the “Electrowagonshemketebeli” Carriage and Wagon Repair Plant, for the 
overhaul of locomotives, electrical multiple units, metro cars, passenger carriages, and freight 
wagons. Both factories are in Tbilisi.

;

As the overhaul of all other types of stock was carried out in what is now other countries, SR 
has had to either look for hard currency to have the work carried out abroad, or have new type 
of work taken on by one of the two FSU plants in Georgia, which became the property of the 
Georgian Government.

All passenger coaches and freight wagons moving outside Georgia must comply with rigid CIS 
standards of overhaul and inspection. This has not been a major problem to date as the lines 
to Russia were closed. Locomotives, being confined to Georgia do not, and SR can agree its 
own standards.

V

8.4.1 LOCOMOTIVE DEPOTS

8.4.1.1 Depots

There are seven locomotive running depots on SR at which locomotives are based, as follows

Year of 
constructio

Location Staff Type of Repair 

Electric Diesel

Condition

n

Gurjaani 1983 63 TR1 TR1 Good

Tbilisi Passenger 1947 473 TR3 TR3 Reasonable

Tbilisi Marshaling 
Freight

1991 350 TR2 Good

Khashuiri 1932 570 TR3 TR1 Poor

Kutaisi 1892 168 TR1 TR1 Poor

Samtredia 1996 249 TRI TR2 Good

Batumi 1954 103 TR1 Reasonable
Staff at 2Q 98. 

Total staff
1976

In addition, there is a heavy lift crane department in Tbilisi with 44 people which is part of the 
Locomotive Department. SR has 12 Takraf 150 tonne breakdown cranes. Approximately 
500,000 Lari (US $ 380,000) has been spent this year on depot improvements. There are 
plans for the reconstruction of Batumi Depot.

8.4.1.2 Locomotive Plant “Elmavalmshenebeli”

The FSU d.c. electric locomotive construction plant, formerly known as “Lenin”, occupies a 
site of 48 ha. in Tbilisi.

At the break up of the FSU it became the property of the Georgian State Property Control 
Ministry, but since the beginning of 1996 it was re-constituted as the Joint Stock Company
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“Elmavalmshenebeli. It is now 51% owned by Georgian Railways (SR), and the balance is 
still owned by the State Property Control Ministry.

Construction of the plant started in 1942, engine repair work was transferred in 1949, and 
since 1957 the plant was the principal manufacturing source of d.c. electric locomotives for the 
FSU. Partial reconstruction of the plant was carried out between 1978-1985, but due to 
lack of centralised financing, all the reconstruction works were stopped in 1985.

Production of d.c. locomotives started in 1957 with the 8 axle, double section main line 
locomotive H-8 (later VL-8). The first engine H-8-201 was manufactured at the factory in 31.12 
1957. In 1961 the factory produced new type of locomotive VL-10. Serial production began in 
1968.Г)
In 1968 the factory started producing a new type of product - Electric fork lift stack trucks type 
ESH-186 and since 1979 it manufactured the modified electric stack trucks ESH-188m.

In 1970 the plant started to produce specialised industrial shunting locomotives for use in steel 
mills, type EK-13, and since 1973 the plant has been manufacturing the similar industrial 
locomotive EK-14 with thyristor control, designed by the special design bureau of the factory, 
which is operating in foreign countries (Algeria, Pakistan, China etc.), as well as in 
metallurgical factories of the FSU.

In 1975 the plant started manufacturing the main line locomotive VL-11, designed by the 
plant’s own design bureau. A total of four locomotive sections can be operated from any 
section by multi unit control. Serial production started in 1997. The factory also manufactured 
the powerful 12 axle main line locomotive VL-15, and produced a total of 44 units. Output of 
the plant annually was 172 main line locomotives, 44 of industrial locomotives EK-14, and 1230 
electric fork lift stack trucks.

The plant has built some 3,500 locomotives, and supplied 30% of all the locomotives for the 
FSU. The current production range of the plant is stated to be:

Main line d.c. electric locomotives VL11M.
Industrial steel mill locomotives EK14.
Electric fork lift stack trucks ESH-188M.
Other products of general use.

In fact there has been little production since 1993, and since then principal activity of the 
factory has been the major overhaul (KR) of small numbers of SR electric locomotives. (70%) 
and the manufacture of spare parts for VL locomotives (30%)

Output has been the major repair (KR) of electric locomotives for SR as follows:

1996 1997 1998 est. out turn 1999 forecast 
40-50plant stopped 10 30

Recent orders from SR have included the rehabilitation and modernisation of 15 
locomotives at 220,000 Lari each (US $ 165,000) and 6 VL 10 locomotives at 130,000 Lari 
each (US $ 97,000).

VL11

Staff has been reduced from 5000 to the current actual level of 1392.

Total area of the whole factory is 160,900 sq. m.. Actual working area is 131,390 sq. m., with 
service shops area 31,272 sq. m. and 6470 m2 under construction (suspended). There are 
main shops for assembly, engine, press, metal fabrication, coils, winding, forge, machine, 
bogies, electric fork lift stack trucks manufacture, and service shops. Service shops are: 
mechanical repairs, electric repairs, building repairs, automation mechanisation, experimental, 
tool, transport, compressor house, boiler-house, oxygen station, to assist the operation of all 
the main shops.

The factory has its own telecommunication centre, computer centre, printing house, canteen, 
Fire depot, laundry, internal railway network, water treatment facilities, neutralisation station
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etc. Design work for the main production is carried out by a special design-engineering 
bureau, which is the part of "Elmavalmshenebeli". Manufacturing and testing of new production 
is performed in experimental shop as well as in the laboratory of the factory under the 
supervision of the bureau.

Currently, the special design bureau is working on engineering documentation for a new 4 axle 
passenger locomotive. A prototype must be produced in the factory by September 1999, and 
before 2001 the factory say they must manufacture 20 locomotives for passenger train 
operations on the SR main line. Speed 120 kph. 3000 kW. Weight 88 tonnes. The factory 
shows considerable signs of lack of maintenance, and lack of investment in renewal of 
machine tools and other manufacturing equipment. It is unlikely to ever return to being a major 
locomotive producing facility. Less than 10% of the plant’s manufacturing area is currently in 
use.

8.4.1.3 Locomotive Maintenance

Maintenance procedures of SR are as follows:

ELECTRIC LOCOMOTIVES

Inspection by driver (daily)
Inspection and lubrication in depot (every 3 days)
Depot check - elect brushes, etc. (VL22/ VL8- every 11,000 km.)

(VL10/VL11 - every 12.000 km.)

T01
T02
ТОЗ

ТОЗ plus wheel turning 
Depot repair - clean motors etc.

T04
(VL22/VL8 - every 22,000 km.)

(VL10/11 - every 25,000 km)
Depot repair -adjust contactors, dashpots, change brushes etc

(VL22/ VL8 - every 165,000 km.) 
(VL10/11 - every 175,000 km.) 
(VL22/ VL8 every 330,000 km.) 
(VL10/11 - every 350,000 km.) 
(VL22/ VL8 every 660,000 km). 
(VL10/11 every 700,000 km.) 
(VL22/ VL8 every 2,000,000 km or 
12 years).
(VL10/11 every 2,100,000 km or 
12 years), ________________

TR1

TR2

Depot repair - remove bogiesTR3

Major overhaulKR1

KR2 Major rebuild

DIESEL LOCOMOTIVES

T01 Inspection by driver (daily)
Inspection and lubrication in depot (every 3 days)
Depot check - elect brushes, engine etc. (2TE10 every 7,200 km. or 17 days)

(ТЕЗ every 7,500 km. or 18 days)

T02
ТОЗ

T04 ТОЗ plus wheel turning
Depot repair - fuel injection, turbocharger, clean motors etc.

(2TE10 - every 29,000 km or 2.3 months).
(ТЕЗ every 30,000 km. or 2.5 months)

(2TE10 every 115,000 km or 9.2 months). 
(ТЕЗ every 120,000 km. or 10 months)
(2TE10 every 210,000 km or 18 months).
(ТЕЗ every 210,000 km. or 18 months)

Major overhaul (2TE10 every 680,000 km or 4.5 years).
(ТЕЗ every 720,000 km. or 5 years)

(2TE10 every 1,360,000 km or 9 years).
(ТЕЗ every 1,440,000 km. or 10 years)

TR1

TR2 Depot repair -renew piston rings etc

TR3 Depot repair - remove bogies

KR1

KR2 Major rebuild
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SHUNTING LOCOMOTIVES 
Both TEM2 and ChME3

T01 Inspection by driver 
Inspection and lubrication in depot 
Depot check elect brushes, engine etc.(every 30 days) 
ТОЗ plus wheel turning
Depot repair - fuel injection, turbocharger, clean motors etc.

(every 7.5 months), 
(every 15 months) 
(every 2 5 years), 
(every 7.5 years). 
(every 15 years).

(daily)
(every 3 days)T02

ТОЗ
T04
TR1

TR2 Depot repair -,new piston rings etc. 
Depot repair - remove bogies, 
Major overhaul 
Major rebuild

TR3
KR1
KR2

ELECTRIC MULTIPLE UNITS

T01 Inspection by driver 
Inspection and lubrication in depot 
Depot check -, elect brushes, etc. 
Depot repair -, clean motors etc. 
Depot repair
Depot repair - remove bogies 
Major overhaul 
Major rebuild_____________

(daily)
(every 3 days) 
(every 5 days)

T02
ТОЗ
TR1 (every 50 days), 

(every 150,000 km )
(every 300,000 km.).
(every 600,000 or 4 years). 
(every 1,800,000 or 12 years)

TR2
TR3
KR1
KR2

There is no central CIS control of locomotive maintenance, unlike freight wagons and 
passenger coaches, where regulations are tightly controlled and updated centrally. Each 
railway can now set standards of its own, subject to Transport Ministry approval. Unlike some 
other CIS countries, SR have not eliminated the TR2 repair for budget reasons, and reduced 
the TR3 repair interval from 220,000 km to 180,000 km. Although the maintenance intervals 
may be based on kilometres or time, invariably it is the time base which is used, Electric 
locomotives average 70,000 km per annum. This leads to more maintenance being carried out 
than is necessary.

Maintenance procedures are undertaken at the various depots as follows :

E D ER T01 T02 ТОЗ TR1 TR2 TR3 KR
Gurjaani

Tbilisi Pass..
*Tbilisi Freight
*Khashuiri

Kutaisi
★ *Samtredia

* ★Batumi

TR3 overhauls to all 2TE10 mainline locomotives are carried out at Kashuri Depot,
The main centre for the TR3 overhauls to electric locomotives is Tbilisi Passenger Locomotive 
Depot.
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8.4.1.4 Major Overhauls

SR do not undertake any major overhauls KR1 (5 years ) or KR2 (10 years ) to locomotives 
themselves, but the work for electric locomotives is undertaken in Tbilisi at the Joint Stock 
Company “Elmavalmshenebeli”. An electric VL8 section KR repair costs $200,000 in 
Yaroslavl, Russia, but only $100,000 if undertaken by the Tbilisi plant.

No KR overhauls to VL22 locomotives are being carried out any longer anywhere in the CIS, 
and it is unlikely that SR will overhaul any more VL8 locomotives. All VL11 locomotives are 
being modernised to standardise the control systems at the time of KR2 overhaul, this costs 
220,000.

In 1998 the budget for KR overhauls was 1,700,000 Lari (US $ 1.27 m.), but an additional 
3,300,000 Lari (US $ 2.46 m.) was provided for VL11 modernisation. To keep abreast of KR 
overhauls 6,300,000 Lari (US $ 4.70 m.) would have been required. The only major overhauls 
(KR) carried out to diesel locomotives have been to ChME3 shunting locomotives in Ukraine 
costing US $ 40,000 each. Diesel locomotives should be sent to Ukraine or Russia for major 
overhauls. A KR1 for a 2TE10 diesel is reported to cost $200,000 per loco section in Uzum, 
Ukraine, and a shunting TEM2 loco $170-200,000 in Astrakhan, Russia. All repairs abroad 
must be paid in hard currency.

MAJOR OVERHAUL RECORD
1994 1995 1996 1997 1998

Electric locos 
Diesel locos 
Shunting locos 
EMU railcars

5 9 1 1

5 3
4

5 14 7 1Total

Over 60% of the main line locomotive fleet is overdue Major Overhaul (KR), but locomotives 
are kept going by additional intermediate repairs. Over 90% of the shunting locomotive fleet is 
overdue KR.

8.4.2 PASSENGER COACH DEPOT

8.4.2.1 Passenger Coach Depot

The maintenance of all passenger vehicles on SR is carried out at a central depot in Tbilisi, 
which since last year has been a combined Passenger and Freight Wagon Depot, by the 
incorporation of the adjacent Tbilisi Freight wagon Depot, except for maintenance on electric 
commuter railcars which is carried out by the locomotive depots.

Passenger coaches are sent to the “Electrowagonshemketebeli” Plant for major repair (KR) 
every four years, major overhauls (KR1 -4 years) and major rebuilds (KR2 - 20 years) As 
there is no longer a separate passenger coach depot, details are given under Tbilisi Freight 
Depot below. There is a Passenger Train Preparation Depot at a separate location in Tbilisi 
which prepares and makes up train sets for operation, and washes trains, at which the train 
conductors are based. Until last year it was part of the Passenger Coach Depot, but is now 
part of the Passenger Traffic Department.

8.4.2.2 Wagon Repair Plant “Electrowagonshemketebeli”,

The FSU locomotive and wagon repair plant, formerly known as “Stalin”, occupies a site of 19 
ha. near the centre of Tbilisi. “Electrowagonshemketebeli” is a separate enterprise, and is 
owned by the state, and operates as a subsidiary of SR, and is run as an independent 
enterprise with independent finances.

It was one of six plants belonging to MPS in the entire FSU capable of offering comprehensive 
overhauls of electrical multiple units, metro cars, carriages and wagons. It has also overhauled
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locomotives, The plant is 115 years old, but there was major reconstruction between 1970-78, 
which was never completed due to financial difficulties. Annual capacity was 1200 major 
overhauls (KR).

At its peak 2500 people were employed. There have been considerable difficulties with the 
break-up of the FSU, with the loss of all customers and finances. The factory had virtually 
closed and employment reduced to 218 in recent years. In September 1997, SR took 
organisational, financial and technical measures which enabled the factory to be quickly 
revitalised. Employment has now increased to over 500 with a continuously improving work 
load. Work is currently being carried out for Azerbaijan and Ukraine, as well as for SR.

It has been possible recently to increase salaries from 37 Lari to 180 Lari.

Year of 
construction/ 
improvemen

Location Staff Annual

Capacity

Comments

t
Carriage & Wagon Plant 

Tbilisi
1883 659 1200 KR Major repairs (KR) to passenger 

coaches. Also freight wagons.

Locomotive component repair.
1970-8

staff at 1997

The area of the workshops is 90,000 sq. m.

Unlike at the time of the TRACECA rolling stock report, when the plant was practically idle, the 
plant is now working at a high capacity, and practically all the lines and bays are occupied with 
passenger coaches and freight wagons.

Output has risen dramatically : 
4th Q 97 
1st Q 98 
2nd Q 98 
3rd Q 98

600.000 Lari
2.006.000 Lari
2.235.000 Lari
2.242.000 Lari

The management is dynamic and forward looking. 500 wagons belonging to Russia, but lying 
in Georgia, have been purchased and are being prepared for conversion into tank wagons, for 
sale, hire, or to operate their own trains. Likewise a five car refrigerator set has been obtained 
by barter, and has been overhauled and refurbished for future hire or operation.

Orders have been obtained from Azerbaijan for the KR of passenger coaches, as well as from 
Ukraine and Armenia, to the following value :

Georgia 
Azerbaijan 
Ukraine 
Armenia

10 m. Lari
4 m. Lari 

1.5 m. Lari 
0.4 m. Lari

(1) Passenger Coach Maintenance

Maintenance procedures of SR for passenger coaches are as follows:

T01 Inspection during train preparation
Seasonal preparation - summer/winter (6 monthly)
Technical Inspection (annual)
Unscheduled running repair 
Depot Repair (annual)
Major Overhaul (5 years)
Major Overhaul (20 years)

T02
ТОЗ
TR
DR
KR1
KR2
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The above maintenance procedure is laid down by the CIS Council of Railway Administration 
in Moscow. SR must adhere to the agreed standards, as coaches travel over international 
borders. Unlike the freight wagons, there are no special arrangements with Azerbaijan 
permitting inter-working between the two countries outside the CIS agreement. Maintenance is 
purely time based. There is no alternative of kilometre based maintenance.

The Passenger Coach Depot carries out the annual DR overhaul of all SR passenger coaches, 
and the staff also carries out T02 and ТОЗ running maintenance examinations at the 
Passenger Train Preparation Depot. T01 examinations are carried out prior to the 
commencement of a journey and at turn round points.

8.4.3 FREIGHT WAGON DEPOTS

8.4.3.1 Depots

The SR freight wagon fleet is maintained by four depots, three being responsible for running 
maintenance of wagons and technical examination units in a section of the main line as well as 
on other lines in their area., plus a depot for tank wagon repair:

Location Year of
construction/
improvement

Staff Capacity/
year

Condition

Type of work

Batumi 3621893 1100 DR Poor conditions. DR and also major 
overhaul (KR) of Tank wagons1968

69 KR

Samtredia 1935 400 1856 DR Extremely poor condition. Running repairs 
to all wagons west of Zestafoni. DR hopper, 
side dump open and covered wagons.

1956

Khashuri 1984 375 2100 DR Bad condition. Running repairs to all 
wagons east of Zestafoni. DR covered & 
open wagons

Tbilisi 1970 732 450 DR Poor condition. Running repairs to all 
wagons. DR refrigerator wagons and 
container repair.

DR passenger coaches

(including (including
200 DR140 passenger)

passenger)
Staff at 2Q 98

Each depot has facilities for Depot Repair (DR).

There are 25 Technical Examination Units (TEU) based throughout Georgia, with a nominal 
attachment to a wagon depot. Each Unit consists of approximately 50 men in 4 shifts of about 
12. Their purpose is to examine every wagon in traffic visually at stopping places or wagons 
are attached or detached, and carry out greasing etc. reporting back to their respective depots. 
Units are located as follows:

Batumi :Batumi
Samtredia : Chiatura, Samtredia I, Samtredia II, Tkibuli, Zestaponi and Kutaisi I & II.
Khashuri: Khashuri, Gori, Akhaltsikhe.
Tbilisi: Rustavi-freight, Tbilisi-sorting, Tbilisi-junction, Tbilisi-freight, Marabda, Akhalkalaki, 
Marneuli, Dedoplis Tskaro, Kaspi, Gardabani, Gurjaani, Tsalka, Tetri Tskaro.
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8.4.3.2 Wagon Maintenance

Freight Wagon Maintenance is carried out as follows:

TO Inspection in traffic.
Unscheduled running repair.
Unscheduled running repair in Depot
Depot Repair (every 14 months-tanks and open top; 2 years
others)
Major Overhaul every 8-17 years, depending on wagon type. 
(Refrigerators only - every 5 years)

TR
TR2
DR

KR1

The above is the new maintenance procedure adopted by the CIS Council of Railway 
Administration in Moscow. DR repairs have been extended from 12 months to 14 months.

SR must adhere to the agreed standards, but if wagons for internal traffic are segregated, they 
may be exceeded. In addition there are bi-lateral agreement with Azerbaijan and Armenia 
which enable non CIS compliant wagons to operate in each other’s territory. Maintenance 
appears to be excessive, as it is based on elapsed time, with no provision for maintenance 
based either on condition or on kilometres covered.

There is a proposal by the CIS Commission of Wagon Service Specialists to further change the 
DR repair from time based to 100,000 km (i.e. equivalent to 1 to 1.5 years for an operational 
wagon with normal operation). This is still under consideration by the CIS Council, and is likely 
to be adopted by 2001.

Maximum wagon life by CIS regulations is 30 years (average, depending on type of wagon, 
but acid tanks wagons, for example, have a life of 16 years) ), which means that no wagon 
older than the limit can go to another CIS country.
Bogie frames also have a 30 year maximum life - the date is cast in.

The central wagon control computer in Moscow still operates, logging all wagon data - age, 
mileage, location etc. Input from several locations is incomplete All wagons must stop for 
maintenance at the appropriate time, except for internal use. There is special dispensation to 
complete journeys for wagons already loaded.

MAJOR OVERHAUL (KR) RECORD
19 94 19 95 19 96 19 97 19 98
Plan Act. Plan Act. Plan Act. Plan Act. Plan Act.

KR Covered
Platforms
Low Side
Tanks
Hopper
Others

583 16 583 25 60 4 18 36
PL 198 10 198 25 3 50 3 64 23
PV 3 12 35 15 150 112 156 127
TS 267 38 267 32 89 53 100 104 150 227

81 17 100 40 120 52
14 46

104 67 104 69 290 92 400 291 490 511Total
8 8

No freight wagons are sent to other countries for Major Overhauls (KR). All KR repairs to 
freight wagons are carried out at the “Electrowagonshemketebeli” Wagon Repair Plant, except 
for tank wagons which are overhauled at Batumi Depot. There has been a considerable 
increase since the plant started operating again.
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8.5 ROLLING STOCK PROCUREMENT / REFURBISHMENT

8.5.1 LOCOMOTIVES

8.5.1.1 Main line Electric Locomotives

Based on operational recommendations for increased efficiency and forecast increased 
tonnage, the fleet size, including operational and maintenance spares, should be as follows:

MAIN LINE ELECTRIC LOCOMOTIVES
2 3 4 5YEAR 1

2424 24 24 24Passenger
Freight
Civil
Spares

42 4044 4145
8 8 8 8 8

15 1515 15 15
91 89 88 87TOTAL 92

It should be possible to reduce the number of spare locomotives during the plan period if the 
new Rolling Stock Unit can agree a rationalisation of the number of depots in use with the other 
business units. The 8 VL22 and the 50 VL8 locomotives still in service are well beyond their 
book life, and SR intend to phase out these old locomotives, rather than attempt to keep them 
in service.

Most of the 75 more modern VL10 / VL11 which are out of service are beyond economic 
repair, as they have been stripped entirely internally for copper and other valuable items etc., 
by vandals, leaving little more than a shell.

This would reduce the total fleet size from 241 to 65. which is insufficient to meet SR 
operational needs. SR estimate it will be cheaper to purchase more modern second hand 
locomotives from Russia, rather than attempt to rebuild the vandalised units. Discussions have 
been started regarding the purchase of around 50 locomotives.

Provision should be made as far as practicable for the backlog of major overhauls (KR) of 
mainline electric locomotives to be reduced., as this work can be carried out within Georgia.
An additional 1.3 m Lari (US $ 970,000) should be allowed for this.

SR have issued a design brief to the “Elmavalmshenebeli”. Locomotive Plant in Tbilisi for the 
production of a new 4 axle single unit electric locomotive for passenger working. This is to be 
followed by an order for 20 locomotives for delivery before the end of 2000.
Price is stated to be approximately one third of a similar western locomotive.
The costs of this development will have to be carefully monitored, as it is difficult to see how a 
new design of locomotive can be developed on the basis of such an order.

8.5.1.2 Main line Diesel Locomotives

There are sufficient modern diesel main line locomotives to meet the requirements of SR, 
which are mainly stand by locomotives for use in the event of shortages of electrical energy, 
the reliability of which has considerably improved in the last year. In such circumstances it is 
assumed that SR will continue to keep the present small fleet of modern locomotives in 
reserve. There is no justification for setting up the facilities for the major overhaul (KR) of main 
line diesel locomotives within Georgia, due to the small size of the fleet.

However as much work as possible should be done within SR, by the use of component 
exchange with the manufacturers of the locomotives. Provision will however have to be made 
for finance for reducing the backlog of major overhauls (KR) , which should continue to be 
carried out abroad. Around US $ 200,000 pa. should be allowed. Consideration should also 
be given in the longer term to the replacement of the existing fuel inefficient, high maintenance,
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and high polluting engines in the TE10 locomotives with the new Kolomna D49 engine with a 
modern control system.

The General Electric replacement engine as installed experimentally in Kazakstan in the 
2TE10 should also be evaluated. The introduction of world market technology could 
considerably reduce operating costs, both by the use of re-engining in existing locomotives, 
and by the purchase of new locomotives.

8.5.1.3 Shunting Locomotives

The consultants’ recommendation for the fleet size of operational shunting locomotives during 
the plan period for the business units is as follows:

SHUNTING LOCOMOTIVES
YEAR 1 2 3 4 5

not allocatedPassenger 
Freight 
Industrial 
Hired out 
Spares

not allocated not allocated not allocated not allocated
27 27 27 27 27
17 17 17 17 17
12 12 12 12 12
12 12 12 12 12

TOTAL 68 68 68 68 68

Again it should be possible to reduce the number of spare locomotives, and also the rostered 
number required during the plan period if the new Rolling Stock Unit can agree a rationalisation 
of the number of depots in use with the other business units.

The effective current fleet total is 98 - about 40 of the ChME3 locomotives are beyond repair, 
and the balance are beyond their useful life. The age profile shows that no investment in new 
shunting locomotives is required within the next ten years. The small number of life expired 
TEM2 locomotives remaining in service should be phased out.

However to do so it will be necessary to carry out the KR1 overhaul of the Czech ChME3 
shunting locomotives abroad. Around US $750,000 p.a. should be allowed for this. It is 
particularly important that the opportunity should be taken to re-introduce a programme of 
major overhauls with the known unreliability of the ChME3 units.

8.5.1.4 Electric Multiple Units

The entire fleet of multiple units is approaching the end of its working life, and it is difficult to 
see how many of the vehicles can be kept serviceable for more than 8-10 years as a 
maximum. The effective fleet is now 109 vehicles, with 81 rostered on a daily basis.

Unless steps are taken to obtain more modern second hand vehicles, it is likely that it will be 
necessary to reduce suburban services.

8.5.2 PASSENGER COACHES

The condition of passenger coaches is not attractive to passengers as practically all 
maintenance funds are required to maintain the basic safety features of running the coaches.

It is recommended that coaches should have their passenger amenities upgraded by additional 
work on interior surfaces, floor coverings, fabrics and fittings during KR. Materials will be 
required for this, and around US $30,000 per coach should be allowed. The new Passenger 
Business Unit should give consideration to the conversion of sleeping coaches to seated 
coaches, which would increase capacity, particularly with average journeys in SR around 200
km.

Consideration should be given to a joint agreement with Azerbaijan, similar to the agreement 
for freight wagons, to enable joint operation of coaches outside the limits imposed by the CIS 
agreement.
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There are facilities to undertake the major overhaul (KR1) of all passenger coaches in Georgia 
at the “Electrowagonshemketebeli” Wagon Repair Plant. This work should be undertaken on a 
purely arms length commercial arrangement, and alternative quotations should be obtained 
from other countries. Fleet size should be restated excluding the 400 wagons in Abkhasia.
The present fleet of 500 is in excess of anticipated requirements.

1 2 3 4 5YEAR
TSMO
TSMK

Open - 54 seat/36 sleeper 
Compartment - 36 sleeper 
Ritz 18 seats and sleeper 

Restaurant cars
SV
TSMR
TSMB Postal/Luggage

Service
Technical

TOTAL

8.5.3 FREIGHT WAGONS

The current size of the freight wagon fleet is far in excess of the current requirements and all 
anticipated growth of traffic. No purchases of new freight wagons are foreseen in the plan 
period. It is recommended that the future fleet size should be as follows:

1 2 3 4 5YEAR
Covered KR 
Platforms PL 
Hopper 
Open semi PV 
Tank TS 
Refrigerated RF 
Container Flats 
Others
TOTAL

The age profile of the wagon fleet is such that a replacement programme should be started. 
However the wagon conditions are such that it is considered that there is no need to 
commence a replacement programme at present if the life of the wagons can be extended. 
The obstacle to this is the CIS regulations which place an absolute limit on the life of a wagon 
irrespective of its usage and condition. Every effort should be made to have the regulations 
changed so that suitable wagons can be repaired and kept in service.

There are facilities within Georgia to carry out the major overhaul (KR) of all freight wagons.

8.6 STAFF PRODUCTIVITY/SKILLS

8.6.1 STAFF LEVELS

The considerable reduction in both the freight and passenger traffic since 1990 has not been 
reflected by a corresponding reduction in staff numbers, although some effort has been made 
to reduce numbers by natural means. The age profile of the shop floor staff is high. The 
people are old, there are too many, and young people of any ability have left for better paid 
work. Staff productivity is very low, and a considerable increase in productivity, as well as a 
considerable increase in wage levels, can only be achieved by a reduction in numbers. It is 
recommended that in setting up Business Divisions with accountability, there will be 
considerable scope for staff reductions in the Rolling Stock Unit.
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It should at least be possible to obtain staff reductions as follows, with no adverse effect on 
operations, based on an initial 3% the first year during reorganisation, then 7% then following 
year, and subsequently 8% reduction per annum along the following lines :

ROLLING STOCK MAINTENANCE STAFF
YEAR 1 2 3 4 5
Locomotive Department 
Pass. And Fgt. Wagon Dept. 
Allocated staff

2123 1975 1817 1671 1538
1826* 1718* 1598* 1486* 1382*
78 72 66 61 56

TOTAL 4027 3765 3481 3218 2976
'This figure includes Wagon Technical Examination Unit staff, most of whom will have to be transferred to Freight. 
•Refrigerator Attendants are also included.

It is assumed that all locomotive drivers, assistants and train crew are assigned to either the 
Freight or Passenger Business Units, but still undertake T01 examinations and report back to 
the Rolling Stock Unit. The drivers and assistant drivers have been removed from the above 
numbers. Other locomotive department staff such as shunters, fuellers etc to be transferred to 
the Business Units will have to be agreed.

SR employs refrigerator train attendants who travel with the vehicles. It is assumed that they 
will be transferred to the Freight Business Unit, and will have to be taken out of the above 
figures. In addition there are Wagon Technical Examination Units throughout the country, for 
shunting, examination etc. Their numbers are still included in the above Wagon Dept, staff, and 
the allocation must be agreed between the Rolling Stock Unit and the Freight Business Unit. It 
is also assumed that staff will be allocated to the Rolling Stock Unit as follows: 
ex Regional Management 
ex Railway Department

30
50

8.6.2 MAINTENANCE PROCEDURES

The reorganisation of SR into business units should include a revision of maintenance 
procedures. The old system, where everything was decided centrally and detailed instructions 
sent, out meant that by sticking to “the plan” there was no taking of individual responsibility. 
Maintenance procedures were laid out at a time when the objective was to provide 
employment for everyone. Part of the introduction of Business Units should be educating 
management in accepting responsibility for change, and in the delegation of authority.

For example, there is too much inspection of vehicles in service. However there seem to be no 
easily available records of what is found, and it will be very difficult to find anyone who will 
accept responsibility to increase intervals because of the perceived reduction in safety. It is an 
identifiable area for staff reductions.

8.6.3 TRAINING

The main training needs of the SR Rolling Stock Unit will not be technical, but in relation to 
modern management skills, and western accounting and costing systems, and the creation of 
a commercially driven work ethos. Western costing systems should be introduced, where 
costs are based on actual time taken for jobs, instead of costs derived from predetermined 
FSU ’’norms” giving standard times.

Materials management and stores stockholding is an area where training could be of great 
benefit. The old system was producer driven and has for example created considerable 
quantities of used spare units lying around all depots, when what was required was a system 
of unit exchange with the producer. There is no central system of control of spare parts, and 
even within depots control and housekeeping of parts leaves a lot to be desired.

The supply system in CIS does not appear to have adopted to meeting customer requirements, 
and having parts available for sale to support products, rather than producing parts as directed 
for distribution to a central plan.. This may be an area where the EC could provide assistance 
in formulating better buyer / seller relationships by providing training in purchasing techniques.
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Training in modern production control would also be required. Main control systems at present 
are based on hand written notebooks kept by individuals. There would be considerable benefit 
in exposing SR staff to training with European railways for periods of, say, three to six months.

8.7 IMPROVEMENT OF WORKSHOPS

8.7.1 LOCOMOTIVE DEPOTS AND WORKSHOPS

The number of Locomotive Depots is greater than required for both current and future 
operational and maintenance needs. The new Rolling Stock Business Unit should review the 
necessity to have the present number of Locomotive Depots.

Consideration should be given to combining the Tbilisi Freight and Passenger Locomotive 
Depots on one site. Other locations outside Tbilisi are required mainly for operational reasons. 
Running maintenance depots should be kept purely to suit operational requirements, with 
running maintenance transferred accordingly. This would retain depots at Samtredia and 
Kashuri as bases for drivers, locomotives and running maintenance up to TR1, TR2.

The Rolling Stock Unit and the Business Units should review the need for outlying depots other 
than Samtredia and Kashuri. The maintenance work carried out at the other depots could be 
transferred to these depots or to Tbilisi. The need to retain other depots and sub depots 
should be determined by the Freight and Passenger Business Units. Inspections ( T01 drivers 
daily inspection, T02 three day inspection over pit, ТОЗ seventeen day or 12,000 km 
inspection and component check) and running maintenance (TR1 - 25,000 km servicing of 
electrical machines, brakes etc.) should all be carried out wherever the locomotive is 
relocated.

The Rolling Stock Unit should centralise the overhaul of components, with most maintenance 
being carried out by exchange if unit on the locomotive. Centralised specialised units for 
component overhaul for the whole of SR should be set up in one depot, and exchange 
components supplied to other depots. One under-floor wheel lathe is sufficient to meet the 
needs of SR for regular in situ wheel turning. II TR3 overhauls of main line electric locomotives 
should be centred on one depot. An investment of US $ 500,000 should be allowed for 
upgrading depot facilities, including lifting.

All major overhauls (KR) to electric main line locomotives, formerly carried out in other CIS 
countries should be undertaken in Georgia at the ’’Elmavalmshenebeli” Locomotive Plant, but 
purely on an arms length commercial basis. Comparative quotations should also be obtained 
from other suppliers, including the ’’Elmavalmshenebeli” Carriage and Wagon Repair Plant, if 
suitable investment is made.

No provision should be made for the major overhauls (KR) of diesel main line or shunting 
locomotives, which should continue to be sent abroad.

Generally depots are structurally in reasonable condition, but annually $0.2 m should be 
allowed for general maintenance, structural repairs, power and lighting improvements.

8.7.2 PASSENGER COACH DEPOT

To ensure that the work is carried out efficiently, a satisfactory stock of spare parts should be 
held, and stock levels kept high enough to avoid any interruption to the work flow. A 
stockholding of around US $ 1.0 m will be required to be held at all times.

Parts requirements should be forecast in detail 12 months in advance, and the forecast 
reviewed at 3 monthly intervals. Improvements are required in facilities for overhaul of 
electrical and electronic components,, and a new compressor is required. The practice of 
painting coaches every year at DR should be discontinued, and a two pack epoxy paint applied 
at KR, which should last until the vehicle is due KR again.
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Maintenance procedures for passenger coaches are still strictly regulated through the CIS 
Council of Railway Administration. It is consequently unlikely that one country could deviate 
from the laid down requirements, because of the control of coach condition at border 
crossings. However, the possible move to kilometre based passenger coach maintenance from 
time based maintenance should be perused.

8.7.3 WAGON DEPOTS

All KR major overhaul of freight wagons, except tank wagons, should be carried out 
independently of SR by contracting to the “Electrowagonshemketebeli" Carriage and Wagon 
Repair Plant, but alternative prices should be obtained from abroad for comparison.

The effectiveness of repairs to Tank Wagons at Batumi should be evaluated by the Freight 
Business Unit against sending the wagons for repair to Baku Tank Wagon Works in 
Azerbaijan. The need for the wagon depot in Tbilisi should be evaluated by the Rolling Stock 
Unit, and in fact the feasibility should be investigated of centralising all DR repairs on one 
depot, with other depots reduced to concentrate on the running aspects of wagons, with in 
service failures dealt with by unit exchange, including wheel-sets, and sent to the one depot for 
repair.

The specialised parts of the above depot for repairs of air brake components, wheel-sets and 
bearings, couplers and draft gear, should be set up as separate cost units. This is in line with 
the TRACECA Rolling Stock Report recommendation for component reconditioning to be 
carried out by 4th level independent units.

Maintenance procedures for wagons are still strictly regulated through the CIS Council of 
Railway Administration. It is consequently unlikely that one country could deviate from the laid 
down requirements because of the control of wagon condition at border crossings. However, 
the possible move to km. based wagon maintenance from time based maintenance should be 
perused. In addition changes in the present centrally applied CIS rules are essential if major 
investment in new wagons by SR is to be deferred. The life assigned to both wagons and 
bogie frames is conservative and could be extended by 5-10 years. This should be perused.

The need to have wagons examined at frequent intervals should be reviewed. SR stop and 
examine wagons about every 150 km, whereas European practice is to examine wagons only 
as the commencement of the journey.

8.7.4 ELMAVALMSHENEBELI - LOCOMOTIVE PLANT

As an ancillary enterprise, the Joint Stock Company ’’Elmavalmshenebeli” is dealt with under 
that chapter of the Restructuring Report. There is no requirement for the Rolling Stock Division 
to have any involvement in the plant.

SR should divest its interest in the factory, and maintain a commercial arms length relationship 
with it for the major overhaul (KR) of electric locomotives, as long as it remains competitive 
against other possible sources of overhaul, including the “Electrowagonshemketebeli” Carriage 
and Wagon Repair Plant.

8.7.5 ELECTROWAGONSHEMKETEBELI - CARRIAGE AND WAGON REPAIR PLANT

As an ancillary enterprise, the ’’Elmavalmshenebeli” Carriage and Wagon Repair Plant is dealt 
with under that chapter of the Restructuring Report. There is no requirement for the Rolling 
Stock Division to have any involvement in the plant, except as a customer.

The plant could however be a useful partner to the Rolling Stock Division as an efficient and 
cost effective source of major overhauls, and it would be in the interests of the Rolling Stock 
Business Unit if a Feasibility Study were undertaken on the development of and investment in 
the unit.
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8.7.6 SCRAP MATERIALS

There are considerable quantities of scrap materials lying around in all depots .amounting to 
several tens of thousands of tonnes. The sidings of all depots are filled with complete and 
partially dismantled vehicles which will clearly never operate again, including steam engines.

As well as this, depots have what is clearly scrap heaps, both in areas outside the shops, and 
in many instances actually within the shops. In addition, due to the abundant over supply of 
the former system, there are vast supplies of spare units lying around, such as traction motors, 
which are either beyond their economic life or in need of repair. The problem apparently is that 
the State will not permit the export of scrap, and there is a negligible market for it within 
Georgia.

It is essential, if the Rolling Stock Business is to make any semblance of efficiency, that if the 
problem of sale of scrap is not solved that the material is cut up and taken away to a storage 
site away from the depots. As well as making the use of depots more efficient, it will have a 
considerable effect on morale.

The Government should be lobbied to permit the sale of this scrap, which would provide a 
considerable source of income for the Business Units. Any units which are serviceable should 
be documented and considered for factory unit exchange before investing in new equipment.

8.8 Investment Plan

There are no proposals in the current EBRD plan for investment in rolling stock or in depot 
facilities.

8.9 Financial and Operating Performance Targets

The primary objective of the Rolling Stock Business Unit is to make a profit on an annual basis 
while at the same time making provisions for substantial investments in locomotives, freight 
and passenger stock which will be required in the future. Management must ensure that the 
business must be sustainable and avoid decisions, which give short-term gains but would be 
disastrous in the long term.

In making financial plans for the business it is important to realise that the provision of new 
locomotives, freight wagons and passenger coaches require long term planning beyond the 
five business planning process. It is important that a realistic depreciation policy be adopted.

In planning for the future the Rolling Stock Business Unit has got to respond to the 
performance specification laid down by the Freight and Passenger Business Units. This will 
call for a close working relationship between all the Business Units including Infrastructure and 
Corporate Servics. In the final analysis the businesses will have to pay for the investments 
and therefore they will have to be involved in the decision making process.

The business plan calls for a 10% increase in passenger numbers and a 68% increase in 
freight traffic over the 5 year period - 1997 to 2003. The Rolling Stock Business Unit will have 
to respond to this increase either by improved efficiency in operations or increasing the fleet. 
The most likely outcome is in fact a combination of both.

There are some services such as Management Information Systems, which can be provided 
more economically at central level and it will be necessary for the Rolling Stock business Unit 
to enter into a contract with the Corporate Services to provide services such as these at a cost 
lower than making provision for the service to be provided entirely within the Rolling Stock 
Business Unit. It should be noted that it is important that the customer (Rolling Stock Business 
Unit) should set out its requirements in this area.
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8.9.1 Operating Requirements

The operating requirements should be set out by the Freight and Passenger Business Units 
and agreed with the Infrastructure and Rolling Stock Business Units. It is up to the Rolling 
Stock Business Unit to respond to their requirements.

For instance if the Business customer requires one hundred per cent locomotive availability it 
may be necessary for the Rolling Stock Business Unit to provide additional locomotives to 
achieve this requirement. Of course this requirement would be taken into account in the 
contract tariff.#

8.9.2 Performance Requirements

As far as the Performance Requirements are concerned this calls for close liaison between the 
Service and the Operating Business Units. Issues such as speed of locomotives trailing loads 
of freight trains have to be agreed, and its incumbent on the Service Unit to respond to the 
requirement.

8.9.3 Management of change

The Rolling Stock Business Unit faces a big challenge in changing from engineering orientated 
organisation to one that has now to embrace in addition new business skills. It will rquire 
retraining personnel in the most up-to-date management techniques which will ensure the 
development of a most competitive, profitable, and more particularly sustainable Business 
Unit. To improve the efficiency of the Business Unit new management techniques and new 
systems such as a Management Information System should be implemented.

:■

In looking at MIS it is recommended that a proven system be adopted rather than spending 
time trying to develop its own system.

The Unit should embark upon a continuous improvement strategy. This should be driven by 
the Project Implementation Unit.

8.9.4 Targets

In setting targets for the future it is important to be able to measure if progress is being made in 
the various areas of the business. Targets should be challenging but achievable and offer a 
great opportunity to staff to accomplish.

8.10 Financial Plan

Rolling Stock Business Unit: Financial Plan

Total Cost (000 Lari Current)
19981997 1999 2000 2001 2002 2003

Rolling Stock Revenue
External Loco hire/demurrage etc 6,900 7,000 7,644 8,347 9,115 9,954 10,870

Salaries & Social Insurance 3,611 3,443 4,777 5,929 6,934 7,593 8.559
Materials 2,459 1,492 1,877 2,227 2,580 2,964 3.489
Diesel - Traction 886 846 957 1,031 1,099 1,157 1,241
Diesel - Other 120 86 103 111 121 125 134
Electricity - Traction 4,122 4,534 5,131 5,889 6,2035,523 6,654
Electricity - Other 3074 36 4239 44 47
Depreciation 2,615 5,420 5,6145,453 5,559 5,724 5,701
Capital Repairs 3,965 2,866 3,671 4,371 5,124 5,866 6,919
Other 2,395 6,658 8,667 12,26410,35 13,994 16,539

4
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Total Expenditure 20,247 25,375 30,670 35,14 39,666 43,670 49,283
4

Passenger Business Unit Charges 6,032 8,6196,450 7,021 8,021 9,558 10,583
Freight Business Unit Charges 14,215 27,12 31,04718,925 23,469 34,112 38,700

4

Total Charges 20,247 39,66625,375 30,670 35,14 43,670 49,283
4W7'

Net Surplus/Deficit 6,900 7,000 8,3477,644 9,115 9,954 10,870
■

1
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9 ANCILLARY ACTIVITIES

9.1 Background

For the most part the objective is that SR either divest themselves of ancillary activities or that 
arms-length subsidiaries are established on an autonomous basis. In other words the plan is 
almost exclusively restructuring in content and that the activities are undertaken outside the 
general responsibility of the SR. In many ways this Business Unit should work itself out of a 
job and to do this as soon as possible. As the unit is not core business it is established 
separately int he organisation with alternative line of responsibility for clear focus and targets.

*

9.2 Business, Description

Non-Core Activitiers

The main or core activities of SR are the provision of freight and passenger railway transport 
services and the provision of the appropriate infrastructure and rolling stock facilities. These 
core activities require a certain level of administrative, financial and human resource support 
which fall under the “Corporate Services" activity Business Plans for these activities are set out 
elsewhere. The Ancillary Businesses fall outside the scope of what are normally regarded as 
the core activities of a railway organisation as described above. The future development of 
these activities as currently undertaken by SR are set out in this document.

The Main Ancillary Businesses as at end-September 1998 it is understood that the main 
ancillary activities fall into two groups as follows:

Social Services which employ about 3,900 (3884) persons of which the vast majority 
amounting to about 3,500 eprsons (3447) are engaged in the provision of medical services. 
The only other significant employee is in kinderhgartens with about 350 persons (349).

Railway Enterprises which employ about 3,000 persons (2953) of which four enterprises 
account for about 2,700 eprsons. The Tbilisi Locomotive Factory employs about 1,400 
persons (1,394), the Locomotive and Wagon Repair Factory about 660 employees (659), a 
Railway Track Construction enterprise about 540 persons and a Rail Welding Unit about 110 
persons (107).

Details are shown in Annex C.

9.3 Performance improvement and Divestment

9.3.1 Business Objectives

9.3.1.1 The Draft Law

Progress In Restructuring: Social Services

There appears to have been significant progress as follows:

In the recent past schools were an important social activity operated by GR. Most of these 
commitments In have now been transferred to the respective local education departments and 
now only two schools remain. The transfer of the kindergarden is in progress.
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Some planning of the transfer of the Medical Services has been undertaken and two main 
options are under consideration. In principle transfer should take place to the Ministry of Public 
Health but progress by this route appears to have been difficult. As an alternative the 
privatisation route is being explored and tender and contract condition documentation has 
been drawn up. This envisages that the medical services will be privatised but that the new 
owners will maintain the same broad level of service for a five year period.

In addition it has been proposed that the existing Railway Training Centre be absorbed within 
GR as part of the Corporate Affairs Business Unit as part of the overall training department.

A list of enterprises of the Railway Department grouped by activity and location is included in 
Annexe C which also is an analysis of the number of people employed in the railway under the 
headings of the different railway functions. An analysis of the different activities carried out by 
the Railway Social Services and their location is also included. A total of approximately 25,000 
people are employed on the railway, and of these some 7,000 in the Railway Social Services.

The list of enterprises does not offer many opportunities for privatisation. Most of the 
enterprises are an intrinsic part of the operating or engineering functions of the railway which 
would be extremely difficult to privatise on a location basis and then control. Some are 
privatisable but it is considered that they have little if any value. Their only value is that of the 
contracts given to them by the railway. These contracts should in any case be put out for 
public tender, and the most competitive are likely to come from those compabies with a wide 
customer base.

It is recommended that a number of activities now carried out by SR staff should have been 
transferred to the private sector by year 3 and carried out on a contract basis. Initially these 
would include:

office and station cleaning 

rolling stock cleaning 

building maintenance 

catering services

These activities should be put out to tender annually along with some of the products produced 
by the enterprises such as gravel and concrete products. The private sector should be 
encourages to make concrete sleepers which are currently imported.

In the longer term consideration should be given to contracting our track, signalling and 
telecommunications maintenance and some areas of rolling stock maintenance and servicing.

Legislation for access will allow private operators to use the track. New operations could be 
put out to tender and surplus rolling stock made available on a sale or lease basis. Private 
operators would finance the operation and pay the appropriate charges for track usage.

Consideration should be given to privatising, in Year 4 and 5 the container depots in Tbilisi, 
Samtredia and Poti so that they would become “Open Depots” and to the setting up of a joint 
venture with private interests to market and organise combined transport. The company could 
be enlarged in time to include neighbouring countries if so desired.
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The Social Services to be privatised are as follows:
RAILWAY SOCIAL SERVICES

Health Care
1. Doctor, Sanitary Service
2. “Kakhiani” Railway Clinical Hospital
3. “Pipia” Railway Clinical Hospital
4. Railway Polyclinic, Tbilisi
5. Railway Tuberculosis Dispensary
6. Tbilisi Station Polyclinic
7. Tbilisi Junction Polyclinic
8. Stomatological Polyclinic
9. Sanitary - Epidemnic Centre

10. Khashuri Station Hospital
11. Borjomi Physical Therapy Hospital
12. Zestaponi Station hospital
13. Kutaisi Station Hospital
14. Kutaisi Polyclinic
15. Samtredia Station Hospital
16. Senaki Junction Hospital
17. Samtredia Sanitary Epidemic Centre
18. Khashuri Sanitary Epidemic Centre
19. Tbilisi Diagnostical Centre
20. Tbilisi Polyclinic No.2
21. Women’s Consultation Centre. Tbilisi
22. Reconstructing and Plastic Surgery Clinic
23. Maternity Home
24. Furjaani Dispensary
25. Ontological Dispensary

Education
1. Day Care Centre No. 1
2. Day Care Centre No.3
3. Day Care Centre No.4
4. Day Care Centre No.5
5. Day Care Centre No.6
6. Kindergarten No.7
7. Day care Centre No.9
8. Day Care Centre No. 10
9. Kindergarten No.1

10. Day Care Centre No. 14
11. Day Care Centre No. 16
12. Day Care Centre No.75
13. Day Care Centre No.25
14. Transport Technical School
15. Technical College No.2
16. Technical College No.3

- Tbilisi
- Tbilisi
- Tbilisi
- Tbilisi
- Tbilsii
- Tbilisi
- Tibilsi
- Tbilisi
- Tbilisi
- Tbilisi
- Tbilisi
- Samtredia
- Senaki
- Tbilisi
- Khashuri
- Samtredia

Trading
1. Georgian Railway Trade Enterprise - “Samtredia Staff Store”
2. Georgian Railway Trade Enterprise - “Khashuri Staff Store”
3. Georgian Railway Trade Enterprise - Central Purchasing

Lenin Works sell 5lh Year 
Stalin Works sell 5lh Year
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Progress In Restructuring: Railway Enterprises

None of the existing Railway Enterprise activities are seen as requiring integration into any of 
the main businesses. It is understood that the following situation prevails:

The Tbilisi Locomotive Factory ( the largest enterprise in terms of employment) has been 
established as a joint stock company with the property transferred to the government and the 
operation of the business undertaken through a management contract. It is understood that the 
management company is self-financing.

It is understood that the Locomotive and Wagon Repair Enterprise and the Rail Welding Unit 
have been restructured as per the Tbilisi Locomotive Factory.

The position of the Rail Track Construction company is not known.

9.3.2 Educational and Health Care of the Georgian Railways

There are 16 organisations made up of Kindergartens, High, Special Secondary, Staff Training 
and Qualification extend from educational centers with subsidiaries in Khashuri and Samtredia 
are operating within the system of Railway Transport Department. The Training Center with its 
subsidiaries satisfies the demands of the department in rspect to staff training and qualification 
extend from issues.
The system is under the supervision of the department of Human Resources in the Railways 
and there are 2 staff units of college inspectors within the department.

The kindergarten staff number was: 591 for 1995, 460-for1996, 324-for 1997, 316-for 1998 and 
the expected number for 1999 is 321 people.

759 children used the service of the kindergartens in 1997-1998.

Privatization and transfer of some kindergartens to the Education System of Georgia is 
expected to be carried out in Year 1 of the business plan. Only 4-5 remaining kindergartens 
will be transferred in Years 3 and 4.

All the secondary schools of the Railway Department have been transferred to the Ministry of 
Education. The medical institutions are proposed for transfer from the Railway to be 
completed in Years 4 and 5 of the Business Plan.There are 29 in total as shown in the annexe.

9-4J98232A/Georgian Railways/Business Plan Issue 1.0/November 1998



10 HUMAN RESOURCES

10.1 Objectives

The objectives of the Human Resource strategy on Georgian Railways are to:

Establish what Human Resource policies and procedures are in place, the extent to 
which they are followed, how they rate against best established practice and the need 
for any essential changes.

Establish skill levels and determine training gaps within SR, particularly at Management 
and leadership levels. Make recommendations on Education, Training and 
Developmental interventions to bridge those gaps.

Identify Training and Development activities to support the ongoing development of a 
Leadership culture.

Examine and make recommendations on downsizing taking into account the facts, 
impacts and cultural context both within SR and within Georgia as a whole. The ‘cultural 
context’ in SR will take into consideration the management style and the role of the trade 
union. The ‘facts’ within Georgia will identify the realities of the Social Safety Net and the 
degree to which this will help or hinder the potential success and pace of a downsizing 
programme.

Identify the key issues in implementing a change programme and make 
recommendations to deal effectively with them.

Review the internal communications and consultative mechanisms and where 
necessary make recommendations designed to ensure best practice in communicating 
information on business performance and on the process of change. Emphasise that all 
communication places the business imperative as the prime determinant in future 
decision taking.

Evaluate the existing computerised Personnel information system (CPIS).

Support the overall project regarding Human Resource matters and ensure that the 
capability and gearing of the organisation, from a Human Resource viewpoint, is fully 
considered in developing business plans for the future.

Implement the recommendations herein during year 1 of the business plan.

In seeking to achieve these objectives there is a recognition that there must be a balance 
between the urgent need to change and the retention of the positive aspects of SR, particularly 
the operational and technical skills, morale and commitment of the employees.
It is also fundamental to be fully aware of the social situation in Georgia.

There is high unemployment and while the Social Safety Net has been revised positively it is 
still inadequate to overcome the issues posed by overstaffing and the use of a western style 
severance programme as part of a downsizing initiative. There is no doubt that while the staff 
of SR, with whom the consultant met, have a full commitment to the need for change, they are 
also informed by a strong social conscience.
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10.2 Current situation

10.2.1 Structures and staffing

SR is headed by a Chairman, with five Deputies reporting directly to him. In addition 17 
departments or sections bypass the ‘Deputy’ structure and also report directly to the Chairman.

This unwieldy structure, while allowing for direct two way communication between the 
Chairman and a wide range of managers, is patently inefficient and does not indicate a high 
level of use of, or indeed trust in, the concept or process of delegation.

10.2.2 Staffing

This structure which is detailed below, and the staff numbers shown, are as presented by

the Human Resources Department. The numbers are the 'Actual' position at the end of Quarter 
2 1998. 'Actual' is used to distinguish from Plan or budgeted staffing for each department.

Staff numbers of Georgian railways department at end Q2 1998

PLAN ACTUAL
MAIN BUSINESS

Railway department administration 
Local management 
Rehabilitation trains 
Freight service 
Locomotive service 
Wagon service 
Passenger service 
Power supply service 
Signalling and communication 
Railway track service 
Commercial service 
Container service 
Technical supply provision 
Building service 
Computer centre 
Fire service

504.5
137.5 
120.0 
2211.0 
2200.0
1869.0
1524.0
1576.0
1181.0 
3597.0

507.0 
137.5
109.0
2130.0
2189.0
1884.0
1513.0
1408.0
1009.0
3487.0

11.0 10.0
71.0 92.0
148.0
871.0
126.0 
160.0

138.0
811.0 
120.0 
154.0

TOTAL MAIN BUSINESS 16307.0 15698.0

RAILWAY ENTERPRISES

Gori sleeper factory 
Reinforced concrete factory 
Rail welding train 
Chkhenishi ballast factory 
Durnuki ballast factory 
Tbilisi locomotive factory 
Loco and wagon repair factory 
Road construction 
Railway design institute

36.0 35.0
95.0 95.0
107.0 107.0
55.0 51.0
37.0 35.0
1366.0
1200.0 
540.0

1394.0
659.0
540.0

40.0 37.0

TOTAL RAILWAY ENTERPRISES 3476.0 2953.0
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OTHER ACTIVITIES

Training centre 
Kindergarten 
Children’s railway 
Medical service 
Lease service
Samtredia supplementary service

52.0 44.0
373.0 349.0
12.0 12.0
3447.0 3447.0
7.0 7.0
25.0 25.0

TOTAL OTHER ACTIVITIES 3916.0 3884.0

TOTAL EMPLOYEES 23699.0 22535.0

Notes:

For the purposes of this section the structure used by HR and confirmed by them as current is 
used. The use of differing organisation charts within SR at this stage is not, in itself, a problem. 
It may, however, indicate differences, even if only in interpretation, which would not be helpful 
in establishing an agreed base as the change process moves forward. Such an agreed base is 
essential to establishing the credibility that is fundamental to the acceptance of the change 
message that management will be communicating to the employees. There will be sufficient 
divergence of opinion within the workforce on what needs to happen within the company. 
Management failing to agree on such basics will not be helpful in establishing credibility.

The staffing levels shown do not match exactly figures sourced by others directly from the 
Departments concerned. Differences may be explained by issues of employee status, or timing 
of the compilation, these not being uncommon causes of difference in most organisations.

Full agreement on staff numbers will be vital to the development of consistent Human resource 
policy and procedure and for the development and maintenance of an on-line Human 
Resource data base. It is also highly important in the short term when Strategies are being 
developed for the dissemination of the Company's mission, objectives and change program.

10.2.3 Staff reduction

It could have been expected that the enormous decline in traffic would be reflected in a 
reduction in total employment as the general directive of the Government and the will of SR 
is to reduce staff levels where possible. Additionally, there is no Government directive to 
retain unneeded staff for social reasons.

It must also be borne in mind that there have been continuing efforts to concentrate work 
through case by case examination when employees retire, resign or are terminated.

The application of a general policy of reduction is a sensitive matter and there was concern 
expressed that a blunt approach, a dramatic policy of staff reduction could lead to the loss, and 
a resultant shortage, of key specialists. These specialists were commented on as core to the 
future of the railway.
This view has some validity as the retention of specialist staff could also be an important 
consideration for many of the recommendations emanating from the project as a whole. It is 
therefore essential that objective criteria, based on the business imperative, are used to 
determine future staffing levels. The alternative may be a mix of emotion and tradition and is 
unacceptable.
The application of a non replacement policy does not appear to be in conflict with the principles 
outlined in the Company Union Collective Agreement, particularly the principles of non- 
compulsory severance and a commitment to retraining.

""N

-A
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10.2.4 Retirement

Normal retirement age for men is 60, for women 55.

For particular categories this is reduced to 55 for men and 50 for women.

However, employees scheduled to retire may opt not to do so and can remain in employment 
indefinitely, subject only to a job related medical examination. In administration, this has the 
effect of retaining experience and skills but it also cuts off promotion opportunities for younger 
staff many of whom have the skills required to deal with information technology and the 
attitudes required to sustain the difficult change process faced by SR. The motivation of 
younger staff must be affected by the continued existence of this rule.r )

10.2.5 Redundancy

While there is an understanding of the concept of job redundancy and an acceptance that it is 
inevitable as the economy reforms there is no formal provision for redundancy payments.

There is, however a widespread acceptance of the concept of short-term layoffs. This is built 
into the Collective Agreement, the main condition being a commitment to recruit from such 
employees in the event of future vacancies arising.

10.2.6 Further analysis

It is essential to recommendations on Human Resources that further, detailed, analysis is 
carried out. The lack of a comprehensive on-line data base is a major difficulty. For example, 
detailed analysis of employees by category, skill-set or age distribution was not possible as 
part of this study.

10.3 Human Resources Function

The Human Resources Function in SR is represented at senior functional level (i.e. below the 
‘deputy’ level), but the head of HR reports directly to the Chairman. This is not unusual as, in 
the current structure, 17 departments report directly to the Chairman in addition to the five 
deputies.

The main function of the HR department is to apply agreements and procedures already in 
existence and to negotiate changes or improvements.

They have played a key role in negotiating the 1998 Collective Agreement, the Disciplinary 
Procedure for railway workers and the Operations Code for the railway. The first two have 
been legally registered and the third is with the Department of Transport prior to being 
submitted to the Department of Justice. On publication these will become the rules for all 
behaviour and activity. All of these agreements and codes are strictly enforced by all parties.

There is no apparent current role for HR in the development of strategies for the future other 
than to develop clear rules for all eventualities. This strategy is understandable in the present 
state of development of culture but is not conducive to change. The current ‘freeze’ approach, 
particularly the legal registration of all agreements and codes will need to be superseded by an 
‘unfreezing’ if the thinking styles are to be challenged. Dealing with the unknown in a creative 
way does not appear to be the norm. Again this is understandable given the need to re
establish the very basics of running a railway that has been the priority since the difficulties of 
recent years.

Payment of wages is not a HR function. In line with most western companies the disbursement 
of monies is a financial responsibility.
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The HR department is responsible for:
The smooth running of industrial relations procedures including the legally registered 
disciplinary procedure
Assisting and advising on negotiations leading to the company union collective agreement and 
other regulations and procedures.
Recruitment and selection procedures.
Maintaining the succession planning listings on which selection for promotion is based.
Liaison with and advising local HR officers.
Auditing distributed HR functions offices to ensure procedural compliance.
Social services.
The training centre.
Recording of all staff information submitted by local hr departments on a monthly basis.
Auditing of local hr departments to ensure procedural compliance, mainly in relation to 
recruitment, selection and industrial relations matters.

.

There is no training function as understood in western organisations and there is no strategy or 
programme of management development.

There are no training guidelines or programmes.

Some limited use has been made of the Management High School at the Technical University 
for computer skills training but for little else.

The HR Manager appears well educated and knowledgeable on HR matters and carries a wide 
brief. He plays an active role in industrial relations.

Local HR functions exist in all the major depots, stations and at regional level in operations. 
Those encountered were, in the main, engineers or technicians and had trade union 
experience. In this sense they are similar to many Personnel Managers in the UK and Ireland 
in the 1960s and 70s as the profession evolved and prior to the development and spread of 
professional HR education.

This year the department obtained a computerised personnel management information system 
(CPIS). This is Windows based and western developed and has been translated into Georgian. 
It is actively used but this use is very limited for two reasons. Firstly the difficulty of entering 
and verifying all information manually. In developing a CPIS many organisations make inroads 
by downloading information from existing systems. The absence of such systems means this is 
not an option in SR. To date, information on 7,000 staff has been entered onto the system. 
Loading the balance of information will be labour intensive and very time consuming.

>

The second problem will be the updating of information. Outside the main depots, stations and 
offices the system is not on-line. Even where computers are on-line locally, access by the local 
HR department is not a short term option. Currently manpower and HR reports are generated 
manually at local level and sent monthly to central HR for recording. This method will result in 
the CPIS being continuously out of date and ineffective for fast accurate responses to 
enquiries.

10.4 Education and Training

10.4.1 GeneralA
Normal schooling in Georgia is from 6 to 17 years of age and is still based largely on the FSU 
system where Kindergarten is followed by Lycee. At 15 years of age, students can choose to 
attend a Teknikum (Technical school) to pursue more vocationally based education. Following 
two to three years at a Teknikum they graduate as skilled workers. The majority of students 
continue their general academic education to 17 years of age.
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Until 97/98 SR had it's own Kindergartens, Lycees and Teknikum. The Lycee system has now 
been transferred to the Education system proper and the Kindergartens are also planned for 
transfer in the near future. The Teknikum has been restructured and is now a Training Centre.

Unlike railways in many FSU countries, SR does not have it's own Railway Institute. There is, 
however, a Railway Department at the Transport Faculty, Georgian Technical University.
Professional or 'Specialist' staff in the railway will normally have progressed through third level.

Education at all levels is free but budgetary constraints in recent years have reduced 
government spending. There has been a growth in private education and this will have a 
growing significance in the future in terms of business education.

While English is taught more extensively in school than heretofore there is little evidence of it's 
presence or use within SR. All of the third level Institutions, both public and private, with which 
discussions were held, regarded fluency in a European language (preferably English, but also 
German and French) as an essential prerequisite to their provision of effective Business 
Education and Management Development.

10.5 Technical Education

To date most initial training has taken place in the Teknikum attached to the railway or in the 
Railway Department at the Transport Faculty in The Georgian Technical University.

The Training Centre

The Teknikum is now referred to as the Railway Education Centre or The Training Centre. 
Throughout this report the latter title is used. It was founded at the same time as the Railway, 
some 120 years ago. Until 1959 it was known as the Tbilisi Transport Engineering Institute. It 
subsequently became a Teknikum within the normal education system. Over the last few years 
the role of the Centre has changed from a second level vocational institution to a retraining 
centre for existing staff. However it is seriously lacking in up-to-date equipment and facilities. 
For example, course are run for SR staff on computerisation. However, the equipment 
available, while well maintained and cared for is not adequate. It may be useful in teaching 
keyboard skills, but is not relevant for modern computer applications.

Where training is taking place, both day and evening courses are run making maximum use if 
the facilities that do exist.

In former times all graduates of this school were automatically employed by the Railway. Now, 
the numbers have reduced and selection is based on results. There is still a belief among 
some connected to the centre that it's former role can return in full.

Retraining of employees is expensive and current budgetary restraints are impacting the 
training budget as much as any other.

There is no evidence of any formal training needs analysis being carried out.

The Railway Faculty

This is officially the Railway Construction and Track Service of the Transport Department, 
Georgian Technical University (GTU).

Traditionally, graduates of programmes in the Railway faculty were recruited directly into SR. 
Many do not now follow that route, as vacancies are not guaranteed and many graduates 
choose to follow other careers, particularly those with better pay.

The faculty does not have the necessary equipment to train in the required new methods. They 
are still using FSU General Operating Standards. Discussion and observation generally 
suggested little acceptance of new ideas. The facilities and equipment in the faculty are not of 
an adequate standard for future development of engineers or technicians for SR.
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To rectify this situation the faculty have developed a project to set up the computer design of 
railways, diagnostics of tracks and the setting up of a calculation laboratory. The desired 
outcomes include

increasing education levels in line with modern requirements and the Tacis programme 
(see below)
increasing, through computerisation, the level of scientific research output with a view to 
introducing them into operations
creating, selecting and recommending new equipment and technologies for introduction 
into operations
improving and developing diagnostic methods for track measurement to improve track 
condition and reduce labour and other costs.

The project set up would take one year and would require 5 PCs, peripherals, a plotter, an 
Oscillograph for track measurement and some supporting office equipment.

Taken in tandem with the Tacis programme, this is a project worth serious consideration.

Georgian Technical University (GTU)

There is currently a Tacis programme in train, in conjunction with Universities in Limerick, 
Manchester and Athens. This is aimed at GTU as a whole, not the Transport faculty. The wider 
objective is to promote a modern engineering environment which will provide the graduate 
skills required to support the Georgian Economy.

The specific project objective is to reconstruct the engineering curriculum and to make it 
relevant to the needs of industry. As well as curriculum redesign, there is a strong focus on 
commercial and business education built into the project.

In the longer term the achievement of these objectives will, undoubtedly help SR. In the short 
term it is important that the real training and education needs of SR are identified and the 
Railway faculty responds to those needs.

10.5.1 Management development

Business education does not happen to the same extent as in other countries and there is a 
resultant lack of exposure to the theory of modern business management. The very low levels 
of knowledge of English is a major hurdle to studying Business as a subject. There is also the 
question of cost. Where such business education does exist in Georgia it is expensive by local 
standards.

The following providers of Management Education and Training have been identified within 
Georgia. All are based in Tbilisi.

State Management and Business College

This is part of the Georgian Technical University. It is also called the Management High School 
and was set up during 1995 to 1998 as a part of the GTU PACT (Public Administration College 
of Tbilisi) programme. This was EU funded under Tacis and some 2000 government and state 
employees underwent training over the period.

While originally focussed on training of civil servants the college is now open to the public and 
is keen to focus more on business education and training for all. It runs a six week general 
course as well a wide range of specialist short courses in management including general 
management, marketing, personnel management, law, statistics, finance and information 
systems. English language training is also available. Courses are available day and evening.

Links have been established with Georgia State University in the US. In the longer term the 
college sees the establishment of a Caucasus school of business administration as a logical 
progression and a step in which they would play a lead role.
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Tbilisi Business School

This is a private, Georgian owned, management education college. It offers a wide range of 
course for training and retraining managers in all management subjects. There are direct links 
with London Business School, Cranfield (both UK), Bryant College, Davis University (both US) 
and a number of German Colleges. There are student placement and visiting lecturer 
arrangements with all of these. There are extensive, modern computer and language 
laboratories and there are plans to commence an MBA in March 1999. This will be accredited 
by London Business School and tuition on this course will be through English. The Business 
studies degree starts in the Georgian language but by year three students are expected to be 
proficient in a European language (English, German, French) and able to continue in that 
language.

w

The school has recently been requested by the Government to provide a programme of local 
authority training and it has experience of tailoring courses to specific company needs.
As a private school, funding is an issue and without grant aid, fees are expensive by local 
standards.

CERMA

The Centre for Enterprise Restructuring and Management Assistance (CERMA) is currently 
involved in developing a major programme targeted on the rehabilitation of privatised and 
commercialised enterprises. Over a five year period World Bank and Georgian Government 
funding will enable the training of some 400 managers in management skills. A three phase 
programme, the first phase lasts six to eight months and deals with basic management skills 
including computers, finance, marketing, accounting, business law and micro and macro 
economics. For each year of the programme a total of 10 groups totalling 80 to 100 managers 
will go through phase 1.

Smaller groups will be selected from these participants for phase 2 which will involve two to 
three month placements in same-profile, successful, enterprises, mainly in eastern Europe. 
The location is designed to ensure more relevant experiences than the more common placing 
of people in highly developed enterprises and colleges in western societies. In the latter cases 
the skill and knowledge transfer to local Georgian industry is not as successful.

Phase three will complete the programme and involves a small number of managers going to 
Western Europe, the US and South East Asia.

The facilities will involve the establishment of a multimedia centre. The experience of a similar 
programme in Moldova has resulted in 18 multimedia centres throughout that country.

Fees payable by enterprises are heavily subsidised and are suggested at about 10% of the full 
cost.

Language Training.

The British Council promote English language training. They do not themselves run any 
courses, presently approving a small number of providers and providing facilities for the 
'Cambridge' group of examinations. They have an extensive and up to date library and 
information service. Currently they are examining a more proactive approach to provision of 
language training and by the end of 1998 hope to have up to ten corporate clients, many of 
them multinationals.

They also act as an exam centre for Distance learning and correspondence courses for 
Accounting, Medical bodies.

All of the management training and education bodies mentioned above have extensive modern 
language training facilities.
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'Know-how' programmes

There are a number of experiential 'know how' programmes, where middle and senior 
managers are given the opportunity to gain management development and also to work in 
companies abroad which are closely allied to their own industry. The most widely known is the 
Joint Industrial and Commercial Attachments Programme (JICAP) which helps to promote 
management change and improvements in Georgian companies. JICAP offers four to five 
week management training including induction and a three week work attachment in a British 
company. Candidates need to be 25 - 45 year old managers, graduates or equivalent with 
good English. They must work in a commercial company and my understanding is that the 
commercial focus in SR would lead to favourable consideration, as opposed to working in the 
Railway 'Department' which could suggest working in a government department, a category of 
employment excluded under the programme. Current focus of the programme includes 
Transport. There are also similar schemes run in conjunction with the French and German 
authorities. Further information on JICAP can be had from the British Council.

Distance learning

There is no evidence of the active promotion of Distance learning in Georgia. Participants 
apply to overseas providers as individuals. The British Council provides a base for 
examinations and the fact that materials are mostly in English means that they are a focal point 
for those who are studying. Accountancy and Medical/Pharmaceutical studies are the main 
courses and there is some evidence of participation in the (UK) Open University. The (UK) 
Open Business School is not evident. Most of these Distance programmes are long term in 
nature. They are also very expensive and would require substantial subsidy for any potential 
participants. Nevertheless, they should be encouraged.

HR education

It is essential that professional Occupational Psychology and Human Resource education is 
available for the future development of SR. All of the Business Schools mentioned above 
provide basic education in aspects of HR work. The most advance appeared to be Tbilisi 
Business School.

Flexibility and movement

Recruitment and selection

Recruitment is only into base entry jobs - labouring, clerical, first level technical and 
engineering. This is mainly through the training centre (formerly the Teknikum) and the Railway 
faculty of GTU. Graduates of these institutions are currently guaranteed jobs in the railway 
although many are apparently opting out and are pursuing careers elsewhere.

All jobs are graded according to a nomenclature which lists the qualifications required. These 
are specific formal qualifications rather than competencies. Over the ensuing years staff are 
rostered through different departments and trained in specific skills. Mostly this training is on 
the job although locomotive drivers are put through the driver training school at Tbilisi 
locomotive depot. When staff pass relevant exams they are qualified to move to the next level. 
Based on experience and length of service staff are short-listed for vacancies at the next level. 
At operating level and for manual and skilled jobs, selection is dealt with at local level. The 
commission or panel will be formal and will include the local manager, the HR representative, 
the trade union representative and whatever local manager has ultimate responsibility for the 
job. Factors such as performance, reliability and discipline are taken into account. Jobs are not 
advertised as it is felt not to be necessary. This is the opposite to the open competition 
approach of many organisations in the west but is in line with the thinking of most progressive 
organisations where management decide who is qualified for consideration for any job. There 
is scope for abuse of the system where qualified candidates could be excluded for extraneous 
reasons. There is no evidence that this, in fact, happens and the procedure should not be 
changed. It does need to continue to be controlled and audited to endure objectivity and 
fairness.
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Succession Planning

At middle manager level access is based on management identifying staff with potential and 
planning a rostering programme for them. They will already be qualified by examination for the 
next level as per the nomenclature or will need to become qualified prior to being shortlisted.

This is a form of succession planning and a computerised approach has been taken. For all 
jobs at senior and middle management level one, two or three successors have been 
identified. Some 200 jobs are involved and the whole database covers some 700 staff.

A second database of 'young professionals’ also exists listing technically qualified staff under 
35 and identifying them as the base pool for the future.

The succession planning system and the selection process will become more complex as the 
range of management and functional skills broadens. The introduction of competencies and 
behaviours, many of which are not ’examinable’, will further complicate the process. The 
concept of psychometric testing is not recognised and may be seriously resisted within 
Georgian culture. Interestingly, such concepts as well as performance management, team 
learning and so on have been successfully introduced within the private sector, in the oil 
industry and in the financial sector. These have been led by expatriate management and, in 
the main are in the early stages of development.

w
A skills inventory is an integral part of the succession planning system. This will be very useful 
in the identification of staff for transfer and relocation as part of a downsizing exercise. 
However it will need to be further developed beyond the current narrow focus on qualifications 
if the system is to play a full role in decision making on staff movement.

10.5.2 Job Value

The source for determining Job Value is the 'National Job Coding System’ which lists all jobs 
along with the qualifications required to attain that level. No opportunity was available to 
examine this book in sufficient detail but it appeared to be similar to DOT, CODOT and other 
systems used in USA, UK and France.

Trade Unions and consultation

There is one trade union within SR, The Independent Trade Union of Railwaymen and 
Transport Builders. While the Law of Georgia on Trade Unions protects the voluntary nature of 
Union membership, membership of the Union in SR is claimed, by the Union, to be universal.

The relationship between the railway management and the Trade Union is defined in the 
Collective Agreement for 1998-1999 due to be renegotiated and replaced by a new Agreement 
from Q1 2000. This is approved by the Ministry of Social Protection, Labour and Employment 
and is legally registered.

They play an active role in the day to day running of the business. For example, they sit on all 
‘commissions’ deciding on promotional appointments.

The Union has extensive offices in head office of SR.

They claim to be the most important and most progressive union in Georgia.

The General Provisions of the collective agreement are normal by Western standards with, for 
example:

A disputes procedure followed by arbitration aspect that refers lack of agreement to the Law on 
Trade Unions and the Law on Collective Agreements.

The introduction of changes and additions, including a joint meetings process between the 
management and the Union Presidium.
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Commitment to enter negotiations on change

Recognition of the Agreement as the basis for defining and regulating the mutual obligations of 
the parties.

The Agreement refers to the options which must be pursued in the event of a reduction of 
activity in the Railway company. Severance is to be mainly voluntary and there is a 
commitment to explore a whole range of options before employment would be permanently 
terminated.

This section is far more thorough than in the west and, while recognising the realities inherent 
in a change process, it reflects the lack of a redundancy process, the high levels of 
unemployment, and the relatively highly levels of pay and benefits of railway employment.

The commitment to safety education and training are laudable and support the professional 
standards that are throughout the document. However the commitments to culture, etc. are not 
wholly aligned with the need to become a more commercially focussed organisation.

To understand fully the role of the Trade Union within SR it is necessary to study:

the Collective Agreement,
the Law of Georgia on Trade Unions,
the law of Georgia on Collective Agreements and
the, legally registered, Regulations on Discipline of Railway Transport Workers.

The Future

Restructuring and corporate recovery

All of the conclusions and recommendations within the HR Report are based on the need for 
radical restructuring of SR into Strategic Business Units as detailed in the Restructuring Plan. 
Without the full commitment to implementation of the necessary restructuring, the success of 
the change process will be seriously undermined.

The restructuring of SR particularly into Strategic Business Units will be a complex and difficult 
task. This complexity and difficulty will be dramatically increased if it is carried out at the same 
time as a major reduction in staffing levels.

An in-depth assessment of competencies is required particularly at management/leadership 
level. This will allow for the fact that many of the employees, even at Management level, have 
not been exposed to broad Management development.

The Jobs classification system, currently in use, has been a very worthwhile and effective 
system. However it is restrictive in the context of future development and there needs to be a 
broadening of the analysis of each job and the introduction of the concept of competencies as 
best practice.

Consideration should be given to the use of diagnostic tools and feedback sessions particularly 
for managers. A difficulty in doing this is the lack of knowledge of English, many of the better 
tools in this field having been developed in the UK and US.

It is recommended that detailed plans for staff reductions, showing clear time lines, are 
developed in year one. These

- must be aligned with investment plans and
- must also take account of short term peaks where additional development, training and 
parallel
activity is required.
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The transition will require detailed Job Design process resulting in role descriptions for all jobs. 
These should be accompanied by person specifications, using competencies for management 
and specialist jobs. The existing Skills Inventory in use in the railway needs to be expanded for 
all key staff using the competency concept. This will enable a more effective allocation of staff 
and a more effective and focussed programme of retraining where this is necessary.

Management of the change process

The planning, facilitation and management of a change process is difficult in ordinary 
circumstances. This change initiative is further complicated by

a lack of experience at leadership level and at employee level of driving change 
serious budgetary considerations in terms of the speedy investment required in the 
railway and 
in technology
similar budgetary constraints in installing supported severance arrangements to achieve 
downsizing targets
a lack of fluency in the English language, restricting access to much of the literature and 
case
material on change management
the lack of a full on-line data base on the human resource

,
It is essential that those who are taking ownership of the process be fully supported in all of 
these areas.

Additionally they need the ongoing support of change teams to research, facilitate, plan and 
monitor the process prior to launch, and on an ongoing basis, as implementation takes place.

It is recommended that senior Management be guided through the development of a 
comprehensive strategic plan to deal with all aspects of the change process. This should be 
done in year one.

Change teams.

Teams need to be established to support the change process. The core team must report 
directly to the CEO and must be established and functioning effectively at the Strategy 
Formulation and objective setting stage. The establishment of further teams to support each of 
the Directors must then follow to ensure that the change process maintains momentum and 
critical direction.

These teams will report to the senior managers who are leading the change implementation 
and will focus more on the achievement and monitoring of objectives and the tactical elements 
of the process. The individual team members must be carefully selected and, while Specialist 
knowledge of the railway must be within the teams expertise, the individuals must be selected 
more on their possession of the relevant competencies (Leadership, Energy, Independence of 
thinking etc.) Change teams need to be described, with Job profiles and Person Specifications 
for each role, with the specifications using competencies to describe the key attributes 
required.

At a time of staff reduction there must be maximum sensitivity to the recruitment of new staff. 
This must be kept to the minimum necessary and should only occur where the skills are 
urgently required, and where the lead-time for acquiring skills would be too long for existing 
staff members. As far as possible membership of change teams should come from within the 
Railway and the workforce needs to be trawled to identify potential team members.

Team members need to undergo immediate education and training particularly in Strategic 
Management, Objective Setting, Team working, Communication and Problem solving. They 
must have or quickly develop a high level of skill in computer applications, particularly Word 
and Excel.
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It is recommended that Change teams be established as soon as possible in year one , initially 
with external skilled facilitation and change management expertise, but with team membership 
resourced mainly from existing employees.

Team members need to have, or quickly achieve, a wide range of skills including leadership, 
facilitation, change management, auditing and computer applications

Environment and severance

A key issue in the successful reduction in staff numbers is the gap between the relatively 
secure employment in the SR and maintaining that standard of living in the open market place.

As far as SR employees are concerned this context is important if they are expected to 
voluntarily leave SR and enter what many still see as a grey economy. There is no doubt that 
SR is seen as a relatively secure employer, but also as a responsible organisation within the 
Economy as a whole. At less skilled levels of the workforce, the length of service, earnings 
levels, may not be as great a deterrent as at the Specialist and Management levels. These 
more educated levels also contain those who will be expected to take ownership of, lead and 
sell the change process, a process which will result in significant reductions in employment 
levels.

All of those to whom I spoke recognised the need to reduce staffing levels but all, also, saw 
minimum if any reduction in specialist staffing levels.

As a matter of urgency, there should be an embargo on all recruitment to SR. The concept of 
job rotation is well established as is the concept of skill enhancement. There is wide practice of 
staff gaining additional skills, and being paid for them, but not necessarily working in those 
roles. Therefore there should not be difficulty in filling vacancies through transfer rather than 
through recruitment of outsiders.

Cognisance must be taken, in the longer term, of the need for new blood and detailed analysis 
must be carried out, leading to a plan to counter any trend to an ageing workforce in the future.

There was an openness among the employees regarding the lack of work and an acceptance 
of the concept of jobs becoming redundant.

Pensioners have a legal right to choose to stay providing they pass the medical. In a reducing 
workforce, bringing in new blood is contentious and difficult. This is exacerbated by non
retirement (never mind trying to introduce the concept of early retirement)

The concept of a job being redundant exists and is accepted. However the consequences of 
mass redundancy is a different matter and the Company Union Collective Agreement certainly 
is clear on the commitment to retain staff despite the downturn in business. It is fair to note that 
many collective agreements in other countries have similar sentiments despite the acceptance 
that there can be staff reductions. In many cases they are designed to place a stake in the 
ground and the removal of the stake is merely a question of cost.

Severance Programme

To be successful a severance, or outplacement, programme

must be attractive enough to achieve the required reduction.
will typically include an early retirement option
will insist that exception must be eliminated (for example all
existing pensioners must terminate within a specified time frame. In
future all employees must retire on reaching normal retirement age.
The current option to remain in employment only subject to medical,
must be removed.)
will use service as a multiplier
will include incentives or options covering education, retraining and
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possibly financial support in entering self employment. For example, 
all permanent employees could qualify for educational assistance 
with fees paid for the first year.
will consider a continuation of the benefits perks already enjoyed,
but only for a specific limited period following termination.
will normally be open to all employees.
will insist that, on application, those who wish to leave do so as
soon as is practicable.

An immediate ban is recommended on all permanent recruitment to SR.

A serious study must be made of the future shape of the organisation resulting in exact 
numbers of employees required to make the Company viable in the future. These 
conclusions along with the business rationale supporting them must be convincingly 
communicated to the workforce.

The severance package, content and funding must be designed and agreed so that it can 
be communicated simultaneously to all employees as early as possible.

The concept of a supported outplacement scheme should be considered as an alternative 
to a forced, and expensive, severance package.

Optional retirement with no age restriction must be phased out.

10.5.3 Culture

To overcome resistance to change and resistance to voluntarily leaving the organisation all 
employees need to clearly understand the new business reality. That the new company will be 
radically different from the present one must be at the core of all communications to the 
employees.

The fact that wages appear to be keeping well ahead of inflation may be a popular trend but it 
also impacts on peoples expectations for their future state within the economy. This could also 
impact rail company employees expectations as to levels of severance and ongoing support in 
the event of assisted staff reductions. Failure to match these expectations could result in a 
greater than anticipated resistance by individuals to voluntary departure.

There is a clear understanding among many managers and within the Trade Union that salary 
levels will rise significantly as part of the restructuring of SR. There is no evidence that such 
expectations are linked by staff to any improvement in business performance.

Clear and early decisions must be made, communicated and implemented in relation to 
changes such as:
• the divestment of non-core activity
• the full implementation of a non-replacement policy
• the prompt retirement of all employees at the company's discretion
• rather than on a voluntary basis
• the immediate implementation of a company wide policy of non-replacement

Care must be taken to ensure that in portraying a vision of the future expectations of pay 
increases do not militate against severance as a necessary choice for many staff.

10.5.4 Trade Union and the Collective Agreement

The Company Union Collective Agreement (The "Branch Agreement") is a comprehensive 
document which details all of the pay and benefits of employees, undertakings from both SR 
and the Union and working conditions and practices. The Agreement
"........ specifies minimum and required guarantees of railwaymen in the sphere of
remuneration, employment, working conditions and privileges.... ”
It is a legally registered document and has "binding force for the parties"
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It commits to the "Growth of real income of employees against the background of 
implementation of social and economic programmes of railway transport"

It covers the period from 1998 through 1999. The next Agreement is due to take effect in Q1 
2000.

It is a very important document

as a check list of what is at issue in terms of work practices for the future organisation 
as a listing of all the terms and conditions enjoyed by employees, pensioners and 
certainex-employees of the railway company. These must be dealt with in some 
predictable way if they are not to become a source of future undermining of railway 
costs.
as a source of the undertakings which are in place relating to employment, voluntary 
severance, lay-offs, retraining and so on
as an indication of the role of the Trade Union as a full participant in the decision making 
process
as an indication of monetary commitments entered into to spend substantial amounts of 
money on a range of benefits over the next two years

The Collective Agreement must be considered in the context of the Law of Georgia on Trade 
Unions.w Under Article 14 of this Law, Obtaining and Consideration of Information, 
"The trade union information required for security of itshas the right to obtain .. 
objectives on labour and social-economic issues 
Under Article 19, Participation in Collective Bodies of Administration

Its representatives in the collective bodies of an 
administration of an enterprise (supervisory board, advisory board etc.)........ "
The trade union may have

There are other Articles relevant to consultation, protection and representation. The legal 
background to Industrial Relations means that, aside from the general advisability of 
consultation relating to change, there is a strong legal basis for it.

It is recommended that there must be a detailed analysis in year one of the exact meaning and 
practice of each section of the Collective Agreement particularly commitments to expenditure 
and job protection. A strategy must be developed as to how to move forward effectively given 
the existence of the Agreement and the general legal context. There must be immediate 
opening of discussions with the Trade Union on all aspects of the proposed changes.

10.6 Education and training

Provision of education and training in Georgia, mainly in Tbilisi, has been documented in 
above.

Training needs

There will be substantial training needs arising from the proposed changes and full training 
needs analysis will need to be carried out, and updated on a regular basis into the future. The 
following is an example of a needs analysis, the needs identified by a group of experts during 
recent visits. In addition the views of key managers within SR are incorporated into this list. 
The list is used for purposes of example and is not exhaustive. A range of training needs 
identified in a sample of key management areas:

Financial Accounting
Introduction to western accounting principles and concepts
International Accounting Standards and the preparation of accounts in a format suitable 
for presentation to International Financing Institutions and potential investors 
Modern accounting system, cost classification and coding systems 
Creating cost centre and profit centre reporting systems in a modern railway
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Management accounting
Budget preparation - involving the management team in the budgeting process 
Transfer of responsibility for budget preparation to cost centre managers 
Preparation of the corporate financial plan 
Financial Control in the modern organisation 
Variance analysis techniques
Cost accounting - calculating unit costs, cost allocation and apportionment, overhead 
absorption, etc.
Financial information for decision making, marginal costing
Activity based costing
Financial Management
Management of working capital
Treasury management
Finance for non-financial managers
Traffic costing
Modern railway costing techniques 
Commercialisation in Business 
Freight accounting systems 
Developing cost centres 
Contract development 
Negotiation techniques 
Customer orientation 
Marketing
Computer applications, particularly Word, Excel, Access, PowerPoint
Environmental management
Environmental awareness
Impact assessment techniques
Environment design
Regulations and regulatory obligations
Environmental protection and pollution control equipment
Safe practice in materials handling
Key training activities

W

The following is a summary of the key training activities which need to take place and which 
should form a major part of the task list for the Training Manager.

identification of competencies for senior management and leadership positions and 
assessment
of employees who show potential for entry to these roles.
to support the understanding of the business rationale for the change, there needs to be 
business education for key managers in the communication chain and basic business 
literacy training for all employees.
all those involved in managing, leading and facilitating the change process need support, 
preferably training, in English.
to support the increased need for Human Resource professionals (HR specialists within 
Business Units) those currently in HR roles and those identified as having potential need 
to be trained in current best practice
to support the establishment of an integrated on-line Human Resource database will 
require training in whatever CPIS is installed and in common computer applications 
identification of training needs for all core groups and the development of training plans 
based on analysis of new roles and as staff reductions take effect a detailed retraining 
plan will be required
for all future training serious consideration must be given to the establishment of in- 
house training activity rather than the expensive external activity currently in place.
This should include buying in expertise where this does not currently exist within SR. 
all training needs to be co-ordinated through the change groups. It is essential that all 
training is geared towards the new organisation or to the process of getting there. Any
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non-essential training may be a drain on resources and if it is seen to take place may 
also undermine the credibility of the change plans.
Much of the training requirement will emanate from the change groups. Where requests 
arise elsewhere they must be evaluated and cleared as in line with the company's 
objectives.
the concept of competencies needs to be introduced. All those involved in training 
(trainers, change team members) should be at least exposed, and preferably trained, in 
the concept.

It is recommended that the post of Training Manager for SR should be established in year 
one,reporting directly to the HR Manager. The list of key training activities, shown above, 
should be the basis for the initial task list for this job. If not already professionally qualified, the 
appointee should undergo formal training immediately on appointment.

A full Training Needs Analysis should be undertaken as soon as possible. The results of this 
analysis should form the sole basis for any education, training and development programmes. 
A management development programme should be researched and implemented as soon as 
possible. This programme should be focussed on skills and should make full use of the 
excellent facilities already existing in Tbilisi (described in 5.4 above). The cost and the 
immediate need for skill enhancement requires that the majority of developmental activity 
should take place locally rather than outside Georgia.

The CERMA/World Bank project (described in 5.4 above) should be investigated further 
without delay. The Training Centre (formerly the Teknikum) should be reformed and used 
primarily (and preferably solely) for in-house training. The Centre should report directly to the 
Training Manager. A Train the trainers’ programme should be implemented urgently to 
establish a resource for the identification of training needs and the development of training 
programmes at all levels. The core group should be developed from the staff of the existing 
Training Centre.

There are immediate needs in skill, knowledge and attitude development and programme for 
these should be activated immediately. Work should also commence straight away on a 
second phase focussing on long term needs. The laboratory project proposed by the railway 
faculty of GTU (see 5.4 above) should be discussed further as soon as possible. An English 
language training programme should be implemented as a matter of urgency.

Human Resource function

Despite no apparent formal HR training the depth of experience within the HR Department 
needs to be retained and forms a solid base on which to build. The particular experience of 
dealing with Industrial Relations will be essential to managing discussions on change and on 
future roles with the Trade Union, although developing Strategies to deal with future 
Partnership may be set elsewhere e.g. within the high level Change Team.

The role of the current HR Department equates with the concept of professional HR 
management in Western companies. The number of HR Professionals/Specialists appears to 
be, at most, three or four. It was not possible to carry out a detailed analysis of specific 
experience although based on discussions and on the content of the Collective Agreement the 
breadth of the HR role is similar to that in HR Departments in the EU.

The expansion of HR to a presence in each Business Unit and, more immediately the need for 
a key group with knowledge of and commitment to the change process will require an increase 
in the number of HR professionals. Such a group cannot be resourced solely from the existing 
HR Department and there needs to be an early identification and development of a cohort of 
such HR professionals. This must happen at an early stage and the analysis should start with 
the current HR Department.

There will be a requirement for the development and dissemination of best practice policies 
and procedures to bring the company through the change process and to maintain the culture 
and practices required to continuously improve in the future.
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There was a strong request from members of the HR department for exposure to best practice 
HR policies and practices. HR education is already available in a number of the Business 
Schools identified in Georgia and a developmental programme should be implemented 
urgently.

The existing group, augmented by those identified as having potential, must be given a formal 
HR education in the concepts and practices of modern HR Management. The Management 
Development facilities in Georgia that have been identified are capable of providing the 
required inputs. This development process should start as soon as possible.

10.7 Communications

Communications is key to
• the roll-out of the plan and the communications to all employees of the mission and 

objectives of the new organisation. Without this there is less chance of local 
implementation of plans that will support the overall objectives. In fact failure to 
communicate effectively will be more likely to result in counterproductive activity at local 
level which will undermine the whole commercial thrust of SR for the future.

• the maintenance of an up to date HR database which will depend oneffective upward as 
well as downward communication.

• the periodic communication of progress as the change takes effect - which will be vital 
to morale as individuals are expected to make and take the risks necessary to maintain 
momentum as the plans take effect. The use of feedback is essential to maintaining 
morale

• the speedy response to any variation in the Change process so that contingency plans 
can be effected.

A key part of any change process is the ability to gather information, analyse, communicate 
decisions, gain feedback, keep people - management and those affected - appraised of 
progress, changes of direction, morale boosting achievement of goals and the passing of 
milestones.

This communication must be timely, fast and complete.

This needs special attention and will need the power of technology and will need those at the 
core and those delivering and feeding back the messages to be trained, together. All slippage 
in the process will dilute the change process.

In SR there is strong evidence of communication systems in a range of modes. Meetings are 
regular both at management and at general depot and department levels. Notice Boards are 
used extensively and there is a newspaper produced and circulated containing general news 
and background information. Special editions of the newspaper are produced to communicate 
details on major developments, for example the Company-Union Collective Agreement and the 
legally registered Disciplinary and Grievance Procedure.

A comprehensive Communications Strategy must be developed to ensure the full range of 
communications tools is utilised to ensure the change process is understood and effected at all 
levels of SR.

The following key messages must be core components in all communications:

The business imperative is the fundamental driver of the change programme.

Downsizing is not an objective in itself but a direct consequence ofmodernising and 
restructuring the railway.
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10.8 Information systems

Access to information on the Human resource in SR will be crucial to any attempts to 
restructure.

The use of Computers is at an early stage and the kind of information held is at a basic level

The HR Department already have a Computerised Personnel information System (CPIS). If a 
Business Unit structure is to succeed, then access to on-line HR information is essential. 
Currently, the basic details of some 7000 employees are on the system and the remainder are 
in the process of being input. However, deficiencies in the Network mean that information from 
many outlying areas can only be input on a periodic (currently monthly) basis. Thus the 
information for much of the system is unreliable for the majority of the time. There are currently 
three PCs in the HR department as well as a scanner and printers. There is a requirement for 
this number to be increased to five.

The advent of local HR Departments within each of the five Strategic Business Units will 
generate a requirement for an additional 10 PCs.

There are also requirements for the following:

An urgent programme of inputting to get all HR records on the system. This will mean a 
short term requirement for additional HR people from within the system and the 
provision, also short-term, of two to three additional dedicated units. These units may be 
those allocated to HR in the longer term.
A second need is for the placing of the HR system on-line in any plans for the 
networking of SR as a whole.
There is also a need for the CPIS to be audited as it’s potential and the extent of it’s 
current use are not certain.

The CPIS should be integrated with the payroll system and although Payroll, as the disburser 
of monies should be part of the Financial function, the driving and control of the information 
should be from the central HR Department.

It is also possible to integrate electronic attendance systems which drive payroll and also feed 
into the hugely time consuming absenteeism control system. The distribution of such a system 
is, admittedly difficult where employees are in remote locations and is dependent on the 
computer network being in place for operational reasons.

There is an urgent need to establish this on-line Human Resource database. This will provide 
the organisation leadership and the change teams with the information required to make timely, 
accurate and informed decisions at the strategy stage as well as at the tactical stages as the 
change process evolves.

It will also empower the Human Resource function, give confidence to the professionals 
involved and align them as key supporters of the change teams and the change process.

There is a need for improvement of IT in starting in year one. The hardware must serve all 
those requiring to interrogate the CPIS database on-line as well as those who will input data to 
the system. This is estimated to be 13 PCs along with normal software and peripherals: 
Central HR Department: an additional three PCs along with the usual peripherals. Strategic 
Business Units: two PCs in each local HR Department, a total of ten units, along with the usual 
peripherals.
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Restructuring The Georgian Railways 
5 Year Business Plan 
EXECUTIVE SUMMARY

1. The objective of this Business Plan is to establish a strategic business 
implementation plan to support the Georgian Government in restructuring the railways 
(SR). The Business Plan is a 5-year plan (1999-2003) which has been developed for 
the railway. The aim is to stabilise and then improve the commercial performance of 
the railway through the appraisal of practical traffic forecasts, revenue opportunities, 
restrictions and limitations on resource availability and also assessing the potential to 
improve productivity and performance. The Business Plan has the following 
components:

Business Restructuring 
Financial Plan 
Passenger Business 
Freight Transport Services 
Network Infrastructure 
Rolling Stock 
Corporate Services 
Human Resources

A key objective of this strategic business plan is to establish a vision for the future 
shape of Business Units in accordance with the policy of operating this system as a 
state-owned joint stock company, market led and providing social services at a 
reasonable cost in line with government agreements. A key objective of the 5-year 
Business Plan is to provide a base of the preparation of the annual revenue and 
investment budgets and also determine profitability forecasts.

The railway management teams will implement their new management structures and 
organisation on the timetable for implementation shown in this Plan and the railways 
will also implement the 5-year Business Plans. The railway will also implement the 
MIS and Environmental Management Plan prepared with the consultants.
The Railway’s general objectives and goals are to:

Implement new relationships between The Government and the 
Railway.

Implement new management structures, develop Business and 
Service units and implement plans and budgets.

Create a customer oriented ethic aimed at achieving profitable, cost 
effective performance which meets rail users requirements.

Develop a marketing approach to the management of each sector.

The railway is committed to providing high quality services which meet customers' 
needs by providing a national rail transport service which is safe, customer orientated, 
reliable, competitive and cost effective.

2. The internal reorganisation of SR as proposed in this plan provides the foundation 
to prepare the present railway administration of Georgia for the future challenges. As 
was the case with railways in most Western European countries Georgia Railways will 
need entrepreneurial autonomy in order to survive and perform well in the a rising 
national and international transport market. This can only be achieved if the 
relationship between the State and SR is completely reshaped. We call this the 
external reform of SR. A number of good reasons can be given to the Government of
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Georgia why the ongoing discussion of the draft for a new railway law should be used 
to get the reshaping process started.

In reality it is the task of the state to deal with this social problem, and if the state 
wants to use SR as an instrument to solve it then this is a good example for a service 
in the public interest which has to be compensated financially by the Government. On 
behalf of the state, SR can and should of course put up a program of financing early 
retirement, training and retraining etc. and contribute actively to further possible 
solutions. But if the new corporation is to be given a fair start, it must be done without 
this financial burden.

As a means for solving the overstaffing problem we recommend that the ban on 
recruitment which we have been advised already exists should be continued. A 
voluntary redundancy program should be introduced.

The future role of Government initially would be that of3.

the owner, of the railway infrastructure (not the operator which will be operated 
under commercial principles).
the railway sector supervisory authority, particularly concerning safety, 
guaranteeing fair competition between the modes, licensing railway enterprises 
and deciding on transport policy in general,
the purchaser of all services which are in the global interest of the Republic of 
Georgia and defined in private law contracts between SR and the purchasing 
bodies,
the provider of finance for the investments into the transport infrastructure of the 
country on an equal basis for all transportation modes.

a)

b)

c)

d)

Current management practice suggests that the decision making process be 
devolved down the organisation to the lowest possible level. This sometimes causes 
concern particularly at middle management level who sometimes feel that they are 
losing power. As far Georgian Railways are concerned this management of change 
and culture may in fact be its greatest challenge. To be successful it requires to be 
driven from the top and requires the commitment of all concerned.

4.

A proposed new organisation structure chart is shown in the annexe A. It is based 
on the principle of separate Business Units for passenger and freight services, which 
are the main commercial activities of SR, as well as for infrastructure management and 
rolling stock leasing unit which will provide the rolling stock to the operating units. It is 
proposed to set up an ancillary business unit which will deal with all non core activity.

The corporate financial computer model is essentially a communications tool which 
allows management to draw together the various strands of the business plan into a 
simple set of financial statements. In most organisations the first year of the corporate 
business plan forms the basis for the preparation of corporate budget.

5.

The consultants have developed with the railway a computer model in order to achieve 
two objectives :

To demonstrate the impact of specific recommended measures on the 
financial performance of the railway;

To make the economics/accounting personnel of the railway familiar with the 
techniques of financial modelling in order that they may develop their own 
financial projections in future.
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Assumptions used in Corporate Financial Computer Model
Planning Parameter Modelling Assumption
General economic parameters
- Inflation
- Exchange rate

- inflation of 6.2% per annum from 1999 to 2003
- base 1.34 to US$ in 1998, declining to 1.46 in 

2001 and to 1.55 in 2003
Freight Traffic and Revenue
Freight Volumes
- import/transit oil (1999 +20.9%),( 2000 +14.6%), (2001 +4.0%), 

(2002 - 1.0%), (2003 -1.0%) (Tariff elasticity - 
0.5%)
(1999 +13.2%),( 2000 +9.0%), (2001 +5.8%), 
(2002 +6.2%), (2003 +6.5%) (Tariff elasticity - 
0.2%)
(1999 +5.4%),( 2000 +5.5%), (2001 +5.5%), 
(2002 +5.6%), (2003 +5.7%) (Tariff elasticity - 
0.3%)___________________ _______________

- other international freight

- local freight

Freight Tariffs
- import /transit oil
- other international freight
- local freight___________

reducing by 3% per annum in real terms 
reducing by 3% per annum in real terms 
reducing by 3% per annum in real terms

Passenger Traffic and Revenue
Passenger Volumes
- international/long distance
- suburban services

2% per annum (tariff elasticity -0.5%) 
2% per annum (tariff elasticity -1,0%)

Passenger Tariffs
- international/long distance
- suburban services

increasing at 5% per annum in real terms 
increasing at 5% per annum in real terms

Freight Operating Resources
- loco fleet Requirement for 109 loco's declining to 97 by 

2003
1.6 loco’s on average per freight train
2500 wagons declining to 2323 wagons in 2003
38.8 wagon per train increasing to 42 in 2003

- loco's per train
- wagon fleet
- wagons per train
Passenger Operating Resources
- loco fleet
- loco per train
- EMU’s
- passenger coach fleet
- passenger coaches per train

requirement for 25 loco's declining to 21 by 2003
average of 1.27 declining to 1.2 by 2001
60 EMU’s remaining constant
250 declining to 222 by the year 2003
average of 8.3 declining to 8.1 by 2001________

Operating Costs
Passenger Services 
- labour productivity Staff reduction (1999 -3%), (2000 -7%), (2001 - 

8%)
(2002 -8%), (2003 -8%)
Real wages increase by 25% in 1999, 20% in 
2000, 15% in 2001, and 10% per annum 
thereafter
10% increase per annum
10% increase per annum____________________

- unit wages

- materials
- other costs (excluding depreciation)
Freight Services
- labour productivity Staff reduction (1999 -3%), (2000 -7%), (2001 -

8%)
(2002 -8%), (2003 -8%)
Real wages increase by 25% in 1999, 20% in 
2000, 15% in 2001, and 10% per annum 
thereafter
10% increase per annum
10% increase per annum____________________

- unit wages

- materials
- other costs ( excluding depreciation)
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Traffic Department
- labour productivity Staff reduction (1999 -3%), (2000 -7%), (2001 - 

8%)
(2002 -8%), (2003 -8%)
Real wages increase by 25% in 1999, 20% in 
2000, 15% in 2001, and 10% per annum 
thereafter
10% increase per annum
10% increase per annum___________________

- unit wages

- materials
- other costs ( excluding depreciation)
Locomotive Department
- labour productivity Staff reduction (1999 -3%), (2000 -7%), (2001 - 

8%)
(2002 -8%), (2003 -8%)
Real wages increase by 25% in 1999, 20% in 
2000, 15% in 2001, and 10% per annum 
thereafter
constant in real terms 
10% increase per annum
10% increase per annum___________________

- unit wages

- fuel ( diesel & electric traction)
- materials
- other costs ( excluding depreciation)
Wagon Department
- labour productivity Staff reduction (1999 -3%), (2000 -7%), (2001 - 

8%)
(2002 -8%), (2003 -8%)
Real wages increase by 25% in 1999, 20% in 
2000, 15% in 2001, and 10% per annum 
thereafter
10% increase per annum
10% increase per annum___________________

- unit wages

- materials
- other costs ( excluding depreciation)
Track Services
- labour productivity Staff reduction (1999 -3%), (2000 -7%), (2001 - 

8%)
(2002 -8%), (2003 -8%)
Real wages increase by 25% in 1999, 20% in 
2000, 15% in 2001, and 10% per annum 
thereafter
10% increase per annum
10% increase per annum___________________

- unit wages

- materials
- other costs ( excluding depreciation)
Signalling
- labour productivity Staff reduction (1999 -3%), (2000 -7%), (2001 - 

8%)
(2002 -8%), (2003 -8%)
Real wages increase by 25% in 1999, 20% in 
2000, 15% in 2001, and 10% per annum 
thereafter
10% increase per annum
10% increase per annum___________________

- unit wages

- materials
■ other costs (excluding depreciation)

I Electricity Supply
- labour productivity Staff reduction (1999 -3%), (2000 -7%), (2001 - 

8%)
(2002 -8%), (2003 -8%)
Real wages increase by 25% in 1999, 20% in 
2000, 15% in 2001, and 10% per annum 
thereafter
10% increase per annum 
10% increase per annum___________________

- unit wages

- materials
- other costs (excluding depreciation)
Buildings
- labour productivity Staff reduction (1999 -3%), (2000 -7%), (2001 - 

8%)
(2002 -8%), (2003 -8%)
Real wages increase by 25% in 1999, 20% in 
2000, 15% in 2001, and 10% per annum 
thereafter
10% increase per annum
10% increase per annum___________________

- unit wages

- materials
- other costs (excluding depreciation)
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Administrative Services
- labour productivity Staff reduction (1999 -3%), (2000 -7%), 

(2001 -8%)
(2002 -8%), (2003 -8%)
Real wages increase by 25% in 1999, 20% in 
2000, 15% in 2001, and 10% per annum 
thereafter
constant in real terms 
constant in real terms

- unit wages

- materials
other costs ( excluding 

depreciation)_________________
Ancillary
- labour productivity Staff reduction (1999 -0%), (2000 -14%), 

(2001 -82%)

Real wages increase by 25% in 1999, 20% in 
2000, 15% in 2001 
constant in real terms to 2001 
constant in real terms to 2001

- unit wages

- materials
other costs ( excluding 

depreciation)_________________
Working Capital
- accounts receivable
- accounts payable

130 days in 199 reducing to 90 days by 2003 
112 days in 1999 reducing to 90 days by 
2003
135 days stock reducing to 120 days by 2003- inventory

Investment
- project investment ( US$ 1998)
- other investment (lari 1998)

$15 million in 1999, $11 million in 2000 
25 million lari in 1998, 28.3 million in 1999, 
25.2 million in 2000, 24.9 million in 2001, 19 
million lari in 2002, 20.5 million lari in 2003 
refurbishment as required by freight and 
passenger business units________________

- rolling stock refurbishment

Funding
- Sources of Funds EBRD $20 million (1999-2001)

Other Foreign Loans 3.3 million lari ( 1998 - 
2000)
EBRD 7% for 15 years (3 years grace)
Other 7% for 15 years ( 3 years grace)
Local loan facility 22% reducing to 12%
None
20 million lari in 2001,2002,2003__________

- Borrowing Terms

- Government Contribution
Public Service Payments

Passenger/Business volumes are appearing to stabilise and the key strategic 
objectives of the Passenger business unit will be to;

6.

Maintain market share over the 5 year plan to achieve 507.9 million passenger 
kilometres in year 2003.

Introduce new management structures and procedures to achieve increases in 
productivity performance and efficiency

Create a marketing strategy to achieve targeted annual growth and set tariffs 
to achieve profit revenue and cost targets

Through track upgrading, renewal of rolling stock and locomotives achieve 
increases in speed and reliability

Separate the passenger business into two profit centres - inter city and 
regional.

Executive Summary/Georgian Business Plan
Issue 1.0 / November 1998



Achieve productivity improvements by 2003 for;

Locomotives of 12% 
Train crews of 15% 
Coaches of 15% 
EMUs of 3%

Review the frequency of stations so that they are;

8km or more apart on local services (non PSO)

Only major cities served by new inter city services of express trains.

Improve integration between rail and none rail passenger transport (eg. bus 
feeder services) covering routes where rail services have been withdrawn.

Freight/Business volumes are stabilising and key strategic objectives of the Freight 
Business Unit will be to:

maintain market share over the 5 year plan to achieve 3369 million tonne.km in 
year 2003.
introduce new management structures and procedures to achieve increases in 
productivity, performance and efficiency.
create a marketing strategy to achieve targeted annual growth and set tariffs to 
achieve profit revenue and cost targets
through track upgrading and renewal of signalling achieve increases in speed 
and reliability of freight trains: 

speed by 33% 
reliability by 20%

introduce freight timetables for all freight trains and in particular the between 
principal marshalling yards at:

Tbilisi Sort 
Samtredia
and the ports of Poti and Batumi together with the border stations at 
Sadakhlo and Beikkiasik.

increase block training working to reduce the level of marshalling, 
achieve productivity improvements for: 

locomotives 
traincrews

wagons of 30% for Oil: 15% for others
close the majority of freight stations on the Trans-Caucasian route and 
concentrate activities at:
Samtredia, Zestafoni, Khashuri, Gori, Tbilisi Tov., Tbilisi Usi., Batumi, Poti and 
Marneuli.
review the need for the following freight forwarding and receiving freight 
stations to concentrate activities or close them in line with traffic requirements: 
Rustavi, Kavtiskhevi, Kutaisi, Chiatura, Sachkhere, Akhaldaba, Borjomi, Lilo, 
Vaziani, Dedoplistskaro, Ponichala
develop intermodal systems in respect to combined transport and 
containerisation at Poti and Batumi as part of the port developments and at 
Tbilisi. The future of Samtredia and Gori as container terminals should be 
dependent on predicted traffic levels being reached but they would not be 
required until 2002 and are not included as part of this plan, 
reduce the number of stations with signal controls to effect a maximum 20 
minute headway on the double track sections of the Trans-Caucasian route to 
permit achievement of an average speed of 60km per hour.

7.

w

of 12%
of 20%
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8. The Network Infrastructure Unit (NIU) will make a range of services available to 
the train operators in return for payment. These services will include adequately 
maintained routes, the dispatching and control of trains, electric power and special 
services to deal with emergencies. Station and freight facilities will also be provided on 
a rental basis.

The NIU will also have responsibility to ensure that track maintenance standards are 
adequate, train control efficient and traffic offered is carried. It will also have a 
responsibility for loss or damage to third party property.

Detailed cost analysis will be carried out to assess the financial robustness of the NIU. 
The establishment of the fixed and variable costs and the breakdown between labour 
and material costs will have to be established.
• There is a need for substantial track improvement to increase line speeds. 

The new Infrastructure Unit will be responsible for the following actions:

track to be upgraded as shown in order to achieve increased line speeds for 
freight and passenger traffic

timber sleepers on the main lines to be replaced with concrete sleepers 
utilising new sleeper changing machines and equipment

increase the annual production of sleepers and concrete bearers for points 
and crossings

high quality welding repairs to steelwork to be introduced to improve points 
and crossing maintenance

stone ballast quarries to have improved equipment for provision of well graded 
ballast

additional ballast hopper wagons to be provided for efficient distribution of 
ballast, to the required depth and profile.

modern ballast cleaning machine to be bought to improve current ballast 
conditions

a mechanised track maintenance system required through acquisition of 
tamping/lining regulators for improved track maintenance on all under lines

mobile gang manning systems to support mechanised track maintenance to be 
introduced

efficiencies in staffing levels on track maintenance and renewal

9. It is proposed to establish a Rolling Stock Business Unit as a stand alone unit
which will carry out maintenance and overhauls for the Passenger and Freight 
Business Units on locomotives, passenger carriages, and freight wagons. It will 
operate as an autonomous enterprise with its own technical, workshops, accounts 
sales and human resource managers. It will negotiate cotnracts for the supply of 
maintenance services to the Passenger and Freight Business Units.

The option should be kept open for the Rolling Stoc Unit to own rolling stock, which it 
would then lease to the Passenger and Freight Business Units and to other licensed 
operations.

The Rolling Stock Unit will be encouraged to provide engineering services to third 
parties on a commercial basis.
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The principal functions of the Rolling Stock Service Unit will include:

major maintenance and overhaul of rolling stock, including locomotives 
(electric and diesel), passenger carriages and freight wagons;

contract with Passenger and Freight Business Units, and third party customers 
where profitable, for major maintenance, overhaul and other engineering 
services;

development of best practice methods, systems, equipment and workshops for 
engineering work;

management, training and development of staff;

achievement of financial and other targets set by Rolling Stock Unit and 
approved by Board of SR.

The organization for the Rolling Stock Business Unit is shown in the Annexes. The top 
management organization of Georgian Railways is also given. The following list of 
targets should be considered by the Business Unit. It is based from the time approval 
is given for the restructuring.

Introduce new organisation - within three months
Introduce Project Implementation Units - 4 monthsd
Prepare contacts for Freight and Passenger Business Units -12 months
Agree allocation of offices and maintenance facilities - 6 months
Introduce International Safety Rating System or equivalent - 18 months
Achieve Level 4 of International Safety Rating System or equivalent within 5 years.
Produce rolling 5 year Business Plan within 12 months
Plan for introduction of MIS including coding system - 4 yerars
Improve locomotive availability to 85% within 5 years
Reduce cost of maintenance by 30% within 4 years
Improve locomotive reliability by 10% within 2 years
Introduce through working of locomotives - 1 year
Dispose of surplus rolling stock 10% per year
Improve availability of freight wagons 10% per year
Improve availability of passenger coaches 10% per year
Introduce World Class Manufacturing techniques within 3 years.

10. The draft law is specific as to how the broad form of restructuring in this area should 
take place. This is as follows:

The SR is required to divest itself of the existing social service activities and 
these should be transferred to the appropriate government department.

Non-core activities of a commercial nature such as the Railway Enterprises 
are required to be established as subsidiary joint stock companies based on 
commercial principles which can lead to joint ventures with the private sector 
or eventual privatisation.

11. The planned staff reduction programme for SR over five years is proposed as 
follows:

These figures are based on Q2 1998 reported staffing. They have been reallocated to 
the proposed new Directorate structure.
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This example should be considered in conjunction with the assumptions which follow 
below.

Base year Year 1 Year2 Year 3 Year 4 Year 5

Senior
Management
Group

20 20 20 20 20 20

‘Senior Task Group 10 10 10 10 10 *10
)

Safety and 
Environment

5 5 5 5 5 5

Corporate Services 386 374 348 320 295 271

Freight 3246 3149 2929 2695 2479 2281

Infrastructure 7213.5 6997 6507 5986 5507 5067

Passenger Services 1833 1778 1654 1522 1400 1288

Rolling Stock 2981 2892 2690 2475 2277 2095

Total Operations 15694.5 15225 14163 13033 11993 11037

Ancillary Services 6843 
‘Management 50
Railway Enterprises 2953 
Social Activities 3840

6843 5890 1050 0 0
50 50 *50 0 0
2953 2000 1000 0 0
3840 3840 0 0 0

Total Railway 22537.5 22068 20053 14083 11933 11037

12. A Corporate Services unit will provide support to the Business Units and Board to 
enable services such as Legal, HR and MIS to provide support which is more cost 
effectively provided centrally.

13. An Ancillary activity director will be appointed to divest the railway of ancillary 
sections which are not core business activities.
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Input data - Traffic & Revenue

Georgian Railways 
Table 19 : TRAFFIC AND REVENUE

Actual Forecast Growth ( % pa) Fare
Elasticity1997 1998 1999 2000 2001 2002 2003

ECONOMIC DATA

Inflation
Cumulative inflation 
Increase in wages (real) 
Exchange rate 
Exchange Rate projected

6.2% 6.2% 
100% 106.2% 112.8%

6.2% 6.2% 6.2% 
119.8% 127.2% 135.1%

25% 20% 15% 10% 10%
1.34 2.9% 3.0% 2.9% 3.1% 3.0%

1.38 1.42 1.46 1.51 1.55

TRAFFIC DATA

Passengers (000's)
International/long distance 
Suburban
Total

Growth in base volume (% pa) (before tariff effects)
1981 2100 2% 2% 2% 2% 2% -0.5%

2% -1.0%2431 2500 2% 2% 2% 2%
4412 4600

Passenger -km (million) 
International/long distance 
Suburban
Total

Growth in average trip length (% pa)
344 360 0% 0% 0% 0% 0%
228 230 0%0% 0% 0% 0%
572 590

Passenger Revenue (millions lari) 
Intemational/long distance 
Suburban 
Total

Real price increase (%pa)
3.3 3.5 5% 5% 5% 5% 5%
0.0 0.0 5% 5% 5% 5% 5%
3.3 3.5

Freight 
Tonnes(OOO) 
Import/Transit Oil 
Other international 
Other Domestic 
Total

Base volume growth (%pa) (before tariff effects)
4.0% 1.0% -1.0% -0.5%

6.2% 6.5% -0.2%
5.6% 5.7% -0.3%

3251 4088 20.9% 14.6%
13.2% 9.0%2305 2695 5.8%

5.5%1675 1759 5.4% 5.5%
7231 8542

Tonne-km (millions) 
Import/Transit Oil 
Other international 
Other Domestic 
Total

Growth in average haul (%pa)
995 1251 0% 0% 0% 0% 0%

796681 0% 0% 0% 0% 0%
330 347 0% 0% 0% 0% 0%

2006 2394

Freight Revenue (Million Lari) 
Import/Transit Oil 
Other international 
Other Domestic
Total

Real price increase (%pa)
-3.0% -3.0% -3.0% -3.0% -3.0%
-3.0% -3.0% -3.0% -3.0% -3.0%
-3.0% -3.0% -3.0% -3.0% -3.0%

29.3 41.8
22.3 29.1
9.5 10.8

61.1 81.7

Other revenues (million Lari)
Ancilliary services
Other operating ( Loco hire, demurrage)
Other
Subtotal

Growth in other income (real % pa)
7.2 8 3% 3% 0% 0% 0%
6.9 7 3% 3% 3% 3% 3%

0 0 3% 3% 3% 3% 3%
14.1 15

TOTAL REVENUES (million) 78.5 100.2



Input Data - Operations

Georgian Railways
Table 20 : Input Data : Operating resources

1997 1998 1999 2000 2001 2002 2003

PASSENGER OPERATIONS

Electric Loco’s- in service 
Diesel Loco's - in service

23 23 22 21 21 20 19
2 2 22 2 2 2

Train Km. Electric (000) 90% 
Train Km. Diesel (000) 10%

1,623 1,623 1,646 1,670 1,695 1,719 1,744
191180 180 183 186 188 194

Total 1,803 1,803 1,829 1,856 1,883 1,910 1,938

Locomotives per train - Electric 
Locomotives per train - Diesel

1.27 1.20 1.201.27 1.27 1.27 1.20
1.27 1.27 1.27 1.27 1.20 1.20 1.20

Passenger coaches per Loco hauled train 8.3 8.3 8.3 8.2 8.1 8.1 8.1

Passenger Coach Vehicle tare 
Locomotive tare

64.0 64.0 64.0 64.0 640 64.0 640
180.0 180.0 180.0 180.0 180.0 180.0 180.0

Passenger Coach Fleet 250 250 244 238 232 227 222

EMU’s in service 60 60 60 60 6060 60

EMU Train Km (000) 1200 1200 1234 1269 1305 1342 1380

Passenger cars per EMU 
EMU Passenger Car Km (million)

5.8 5.8 5.5 5.3 5.25.7 50
7.0 7.0 7.0 7,0 6.9 7.0 69

53EMU vehicle tare 53 53 53 53 5353

FREIGHT OPERATIONS

Electric Loco's- in service 
Diesel Loco's - in service

100 97 93100 100 91 88
9 9 9 9 9 99

40.7Wagons per Train 38.8 38.8 39.4 40.0 41.3 42.0

Locomotives per train - Electric 
Locomotives per train - Diesel

1.60 1.60 1.60 1.60 1.60 1.60 1.60
1.60 1.60 1.601.60 1.60 1.60 1.60

Wagon Fleet

500Oil Tanks 
Other wagons 
Total

1000 1151 1144 1124 9671003
1500 1498

2649
1459 14221500 1389 1356

2500 2603 25462000 2392 2323

Loaded Tonnes per wagon

Oil Wagons 
Other wagons

52.2 52.4 52.8 53.2 53.6 53.6 54
47.0 46 8 46.6 46.6 46.6 46.4 46.3

Empty Wagon Return %
100% 100% 100% 100% 100% 100% 100%Oil Wagons 

Other wagons 85% 85% 85% 85% 85% 85% 85%

Locomotive tare - Electric Locos 
Locomotive tare - Diesel Locos

196 196 196 196 196 196 196
196 196 196196 196 196 196

23 23 23 23 23Wagon tare 23 23

INFRASTRUCTURE

990 990 990 990 990 990Track Kms 
Stations

990
90 90 90 90 90 90 90

15695 15695 15225 14163 13033 11993 11037STAFF NUMBERS - Railways



Input - Financial data

Georgian Railways
Table 21-4 : INPUT DATA - FINANCIAL

Cost reduction / increase %
FINANCIAL INPUTS 
(000 Lari)_________

1997 1998 2000 2001 2002 Cost Driver1999 2003

Administration

Salaries & Social Insurance
Materials

Diesel - Traction
Diesel - Other
Electricity - Traction
Electricity - Other
Depreciation

Capital Repairs
Other

1474 -8.0% -8.0% Staff Numbers 
Staff Numbers

990 -3.0% -7.0% -8.0%
76117 00 0 0 0

0 0 0 00 0
33 34 Staff Numbers0 0 0 00

0 0 0 0 0 0
154 96 Staff Numbers 

calculated 
Staff Numbers 
Staff Numbers

0 0 0 0 0
442 256 0 00 0 0
220 136 0 00 0 0

1879 2746 0 0 0 00

Total 3835 4818

Ancillary

Salaries & Social Insurance
Materials

Diesel - Traction
Diesel - Other
Electricity - Traction
Electricity - Other
Depreciation

Capital Repairs
Other

0.0% -14.0% -82.0% 0.0% 0.0%
0 0 0 0 0
0 0 0 0 0
0 0 0 0 0

0 0 0 00
0 0 0 0 0
0 0 0 0 0

00 0 0 0
0 00 0 0

Total

Total 55870 73582
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Traffic Forecasts

Georgian Railways
Table 8 : TRAFFIC FORECASTS

20032000 2001 20021997 1998 1999 2000 2001 1998 19992002 2003

Factor for Elasticity Effect
Passengers (000's) 
International/long distance 
Suburban 
Total

0.995
0.990

0.995
0.990

0.995
0.990

0.995
0.990

1,981
2,431
4.412

2,100
2,500
4,600

2,131
2,525
4,656

2,163
2,549
4,712

2,195
2,574
4,769

2,228
2,599
4,827

2,261
2,625
4,886

0.995
0.990

Average haulPassenger -km (million) 
Intemational/long distance 
Suburban 
Total

365 371 376 171 171 171 171 171344 360 382 388 171
92235 237 92228 230 232 239 241 92 92 92 92

572 590 598 605 613 621 629

Passenger Revenue (millions lari) 
Intemational/long distance 
Suburban 
Total

Average tariff (current tetra per passenger km)
0.9722 1.0811 1.2022 1.3368 1.4866 1.6531
0.0000 
0.5932

3.3 3.5 3.9 4.5 5.0 5.7 6.4
00 0 0 0

3.3 3.5 3.9 4.5 5.0 5.7 6.4

Freight 
Tonnes(OOO) 
Import/Transit Oil 
Other international 
Other Domestic 
Total

Factor for elasticity effect
3,251
2,305
1,675
7,231

1.00 1.004,088
2,695
1,759
8.542

4,919
3,044
1,848
9,811

5,608
3,311
1,943

10,862

5,804
3,497
2.044

11,345

5,831
3,705
2,153

11,689

1.00 1.00 1.005,745
3,939
2,269

11,952

1.00 1.00 1.00 1.00 1.00
1.00 1.00 1.00 1.001.00

Average length of haulTonne-km (millions) 
ImportfTransit Oil 
Other international 
Other Domestic 
Total

995 1,505 1,716 1,776
978 1,033

306 306 3061,251 1,784
1,094

1,758
1,163

306 306
681 796 295 295 295 295 295899
330 347 365 383 197 197 197 197403 425 448 197

2,006 2,394 2.769 3,077 3,212 3,303 3,369

Freight Revenue (Million Lari)
Import/Transit Oil
Other international
Other Domestic
Total

Average tariff in current tetra per net tkm 
3.448 3.559 3.672 3.790
3.773 3.893
3.212 3.315

29.3 61.141.8 51.9 65.2 67.6 3.911
4.279
3.643

68.8 3.341
3.656
3.112
3.413

22.3 38.129.1 33.9 41.5 45.4 4.018
3.421

4.147
3.530

49.8
9.5 11.7 12.710.8 13.8 15.0 16.3

61.1 81.7 97.5 111.8 120.5 128.0 134.9

Other revenues (million Lari)
Ancilliary services
Other operating ( Loco hire, demurrage)
Other businesses
Subtotal

7.2 8.7 8.28.0 1.6 0.0 0.0
6.9 7.0 7.6 8.3 9.1 10.0 10.9

0.0 0.0 0.0 0.0 0.0
14.1 15.0 16.4 16.6 10.7 10.0 10.9

Public Service Obligation 0 0 0 20 20 20

Total Revenue (million lari current) 78.5 100.2 117.9 132.9 156.2 163.6 172.1

inflation factor 
Unit labour factor 
Exchange rate

100%
100%

106%
125%

113%
150%

120%
173%

127%
190%

135%
209%

1.34 1.38 1.42 1.46 1.51 1.55



Passenger Operations

Georgian Railways
Table 22 : Passenger Services : Operating resources

19991998 2000 20031997 2001 2002

Locomotive Services

Electric Loco's- in service 
Diesel Loco's - in service

2223 21 2023 21 19
2 2 2 22 2 2

Train Km. Electric (000) 90% 
Train Km. Diesel (000) 10% 
Total Train Km (000)

1,623 1,623 1,646 1,670 1,695 1,719 1,744
191180 183 186 194180 188

1,803 1,803 1,829 1,856 1,883 1,910 1,938

Locomotives per train - Electric 
Locomotives per train - Diesel

1.27 1.27 1.27 1.20 1.201.27 1.20
1.27 1.20 1.201.27 1.271.27 1.20

2,061 2,061 2,091 2,121 2,034 2,063 2,093Locomotive Km (000) - Electric 
Locomotive Km (000) - Diesel 
Total Locomotive Km (000)

232 236 229 233229 229 226
2,290 2,290 2,323 2,357 2,260 2,292 2,326

95 103 110Locomotive Km, per unit in service - Electric 
Locomotive Km. per unit in service - Diesel

90 90 101 97
116 118 113 115 116114 114

8.3 8.2 8.1 8.1Passenger coaches per Loco hauled train 
Passenger coach kilometres (million) 
Passengers per car (loco hauled)

8.3 8.3 8.1
15 1615 15 1515 15

24.723.0 24.1 24.1 24.4 24.7 24.7

Passenger Coach Vehicle tare 
Locomotive tare

64.0 64.0 64.0 64.0 64.0 64.0 64.0
180.0 180.0 180.0 180.0180.0 180.0 180.0

974Trailing Tonne Kms (million) - Loco hauled 
Gross Tonne Kilometres - Loco Hauled

958 958 972 976 990 1005
1383 1403 14231370 1370 1390 1398

Passenger Coach Fleet 250 250 244 238 232 227 222

EMU’s

6060 60 60 60 60 60EMU's in service

1305 1342 13801200 1234 1269EMU Train Km (000) 1200

Passenger cars per EMU 
EMU Passenger Car Km (million) 
Passengers per car (EMU hauled)

5.8 5.8 5.7 5.5 5.3 5.2 5.0
7.0 6.9 7.0 6.97.0 7.0 7.0

33.6 34.2 34.3 35.032.8 33.0 33.0

53EMU vehicle tare 53 53 53 53 53 53

Trailing Tonne Kilometres (million) 
Gross Tonne Kilometres (million)

369 369 373 370 367 370 366
370 367 370369 369 373 366

Combined Operating Statistics

Car Kms (millions)
Loco Hauled carriages
EMU Passenger Car Km (million)
Total

14.96 14.96 15.18 15.22 15.25 15.47 15.70
6.96 6.96 7.03 6.98 6.92 6.98 6.90

22.20 22.17 22.45 22.6021.92 21.92 22.21

Train Km (000) 
Locomotive Train Kms 
EMU Train Km 
Total

1,803 1,803 1,829
1,200 1,200 1,234
3,003 3,003 3,063

1,856 1,883 1,910 1,938
1,269 1,305 1,342 1,380
3,125 3,188 3,252 3,318

2,290 2,290 2,323 2,357 2,260 2,292 2,326Locomotive Kilometers (000)

Gross Tonne Kilometers (million) 
Locomotive Train GTKms 
EMU Train GTKm 
Total

1370 1370 1390 1398 1383 1403 1423
367 370 366369 369 373 370

17731739 1768 1749 17891739 1762



Freight Operations

Georgian Railways
Table 23 : Freight Services : Operating resources

19981997 1999 2000 2001 2002 2003

Locomotive Services

Electric Loco's- in service 
Diesel Loco's - in service Total

100 100 88100 97 9193
9 9 9 9 9 9 9

109 109 109 106 102 100 97

Net Tonne Kilometres - Electric (93%) (million) 1.866 2.226 2.575 2.862 2,987 3,072 3,133
Net Tonne Kilometres - Diesel (7%) (million)
Total

140 168 236194 215 225 231
2,006 2,394 2.769 3.077 3.212 3,303 3,369

Wagons per Train
38.8 38.8 39.4 40.0 40.7 41.3 42.0

257
Average tonnes per wagon - loaded & empty

257 258 25.9 26.0 259 259

Average Tonnes per train - Electric 
Average Tonnes per train - Diesel

997.5 
997 5

9980 1,016.0 1,036.2 1,058.0 1,070.5 1,0888
998 0 1,016.0 1,036.2 1,058 0 1,070.5 1.088 8

1.870 2,231 2,534 2.762 2.824 2,870 2,878Train Km. Electric (000) 
Tram Km. Diesel (000) 
Total Train Km (000)

141 168 191 208 213 216 217
2,011 2,399 2,725 2,970 3,036 3.086 3,094

Locomotives per train - Electric 
Locomotives per train - Diesel

1.60 1.60 1.60 1.60 1.60 1.60 1.60
1.60 1.60 1.60 1.601.60 1.60 1.60

2.992 3,569 4.055 4,419 4,518 4,592 4.604Locomotive Km (000) - Electric 
Locomotive Km (000) - Diesel 
Total Locomotive Km (000)

225 269 305 333 340 346 347
3.217 3,838 4.360 4.752 4,858 4.937 4.951

Locomotive Km per unit in service - Electric (0C 
Locomotive Km. per unit in service - Diesel ((XX 
Average Locomotive Km per unit in service

30 36 41 46 50 5249
25 3430 37 38 38 39
30 35 40 48 5145 49

Wagon Fleet

Oil Tanks 500 1000 1151 1144 
1500 1500 1498 1459 
2000 2500 2649 2603

9671124
1422

2546

1003

Other wagons
1389 1356

Total 2392 2323

Loaded Tonnes per wagon

Oil Wagons 
Other wagons

52.2 52.4 52.8 53.2 53.6 53.6 54.0
47.0 46.8 46.6 46.6 46.6 46.4 46.3

Wagon trips • Full Loads

62.3 78.0 93.2 105.4
84 7 95 2 104 9 112.7

147.0 173.2 198 1 218.1

106.4
1342
240.6

Oil Wagons (000)
Other wagons (000)
Total Wagon Loads (000)

108.3 
118 8 
227 1

108.8
126.1
234.9

Wagon trips - Empty Loads

62.3 78.0 93.2 105.4 108.3
89 2 95.8 101.0

134.3 1 58.9 182.4 201.2 209 3
1088 106.4
107.2 114.1
216.0 220.5

Oil Wagons (000)
Other wagons (000)
Total Wagon Loads (000)

720 80.9

492 49.3
49 8 498

Average Wagon Load - Full Load 
Average Wagon Load - Full & Empty Wagons

495 49.9 497
25.7 25.7 25.8 25.9 26.0 259 25.9

Loaded Wagon Kilometers (million)

Oil Wagons 
Other wagons Total

19.1 239 285 323 33.1 33.3 32.6
21.5 27.1 292 32.7244 308

34 8406 483 55.6
61 5 63.9 660

67 4
Empty Wagon Return %
Oil Wagons 
Other wagons

100% 100% 100% 100% 100% 100% 100%85% 85% 85% 85% 85% 85% 85%

Empty Wagon Kilometres (million)

239 285 323 33.1 32.6
Oil Wagons 
Other wagons

19.1 333
18.3

208 23.0 248 26.2 27 8 29637.3 44.6 51.5 57.1 59.3 61.1 62.2Total

Total Wagon Kilometers (million)

Oil Wagons 
Other wagons Total

38 1
57.0 645 66.3 666

65 1
47.7

39.8 50.1 54.0 57.0 605452
64 4

92 9 107.2 118.5 123.3 127 1 129.5
77.9

Locomotive tare ■ Electric Locos 
Locomotive tare - Diesel Locos

196 196 196 196196 196 196
196 196 196 196 196 196196

Wagon tare
23 23 23 23 23 23 23

3.798 4.531 5,234 5.803 6.047 6.226 6.349
4.429 5,284 6,088 6,735 6,999 7,194 7,319

Trailing Tonne Kilometres (million) 
Gross Tonne Kilometres (million)



Assumed Cost Splits

Total : Operating resources - for Departmental Splits

1997 1998 2000 2001 2002 20031999

Traffic department cost split

Freight % 
Passenger %

80% 80% 80% 80% 80% 80% 80%
20% 20% 20%20% 20% 20% 20%

Total 100% 100% 100% 100% 100% 100% 100%

Locomotive Department cost split

Freight Locomotive Kilometres 3,217 3,838 4,360 4,752 4,858 4,937 4,951

Passenger Locomotive Kilometres 
EMU Train Kilometres 
Total Passenger

2,290 2,290 2,323
1,200 1,200 1,234
3,490 3,490 3,557

2,357 2,260 2,292
1,269 1,305 1,342
3,626 3,565 3,634

2,326
1,380
3,706

6,707 7,328 7,917 8,378 8,422 8,571 8,656Total Units

48% 52% 57% 58% 58% 57%Freight % 
Passenger %

55%
52% 48% 45% 43% 42% 42% 43%

Locomotive Department staff

44%Freight Drivers and Assistants 
Passenger Drivers and Assistants 
Other staff 
Total

932
240 11%
958 45%

2130 100%

Depreciation Split
Est 1998 1999 2000 2001 2002 2003

1998
Model Calculations

10.72 11.00 12.67 13.78 13.66 13.39Land and Improvements 
Machinery and equipment 
Office and workshop equipment 
Other Assets 
WIP
Total Depreciation
Total Depreciation - excl Land & Improvements

8.12 8.33 8.63 869766 7.82
0.09 0.07 0.070.10 0.09 0.08

0.27 0.26 0.24 0.22 0.21 0.20
1.59 1.48 1.39 1.30 1.21 1.13

22.50 23.71 23.79
9.83 9.93 10.13

23.47
10.09

20.34 20.64
9.65962

Business Unit Depreciation

Passenger Services 
Traffic Department

1,812 1,818 1,823 1,858 1,877 1,914 1,906
427416 417 419 431 439 438

2,228 2,235 2,241 2,285 2,308 2,353 2,344Total Passenger Department

Freight Services 
Traffic Department

20 20 20 21 21 21 21
1,664 1,670 1,674 1,707 1,723 1,757 1,750

1,684 1,690 1,694 1,727 1,744 1,778 1,771Total Freight Department

Locomotives - Passenger 
Locomotives - Freight 
Wagons

1,242
1,146
3,032

1,246
1,150
3,042

1,249
1,153
3,050

1,274 1,286 1,312
1,175 1,187 1,210
3,110 3,140 3,202

1,306
1,205
3,189

5,420 5,438 5,453 5,559 5,614 5,724 5,701Total Rolling Stock Business Unit

Track
Buildings
Signalling
Electricity

8,466 8,452 8,673 9,990 10,866 10,774 10,559
774656 655 672 842 835 818

576 575 590 680 739 733 718
1,222 1,330 1,318 1,2921,036 1,034 1,061

Total Infrastructure Business Unit 10,734 10,716 10,996 12,666 13,776 13,660 13,388

Corporate Services 256 257 258 263 265 270 269

20,322 20,336 20,642 22,500 23,707 23,786 23,473
9,588 9,620 9,646 9,834 9,931 10,126 10,086

Total Depreciation
Total Depreciation - less infrastructure



Passenger Unit Plan

Georgian Railways
Table 10 : Passenger Business Unit: Financial Plan

Total Cost (000 Lari Current)
1997 1998 1999 2000 2002 20032001

Passenger Services

Salaries & Social Insurance 
Materials

938572 1,224 1,7701,449 1,626 1,915
56 122 144 169 197 233 274

Diesel - Other 83 78 84 10289 94 109

Electricity - Other 
Depreciation 
Capital Repairs 
Other

7075 54 58 62 65 75
1,812577 1,823 1,858 1,877

1,112
1,106

1,914
1,316
1,308

1,906
1,547
1,538

564 690 817 953
686314 812 948

Total 2,241 4,380 4,962 5,528 6,078 6,712 7,364

Traffic Department - Passenger

Salaries & Social Insurance 
Materials

315 343 450 545 624 685 751
6 10 12 14 2017 24

Diesel - Other 6 6 6 87 8 9

Electricity - Other 
Depreciation 
Capital Repairs 
Other

29 33 36 39 42 45 49
154 416 419 427 431 439 438

57 22 26 31 37 44 53
76 146 174 207 247 294 351

643Total 976 1,123 1,270 1,406 1,537 1,674

Drivers & Assistants - Passenger

Salaries & Social Insurance 317 384 502 603 650 708 772



Freight Unit Plan

Georgian Railways
Table 12 : Freight Business Unit: Financial Plan

Total Cost (000 Lari Current)
1997 1998 1999 2000 2001 2002 2003

Freight Services

Salaries & Social Insurance 
Materials

269 358 533 702 824 910 998
9 14 19 25 30 36 43

Diesel - Other 3 6 7 9 10 11 11

Electricity - Other 
Depreciation 
Capital Repairs 
Other

15 1714 20 22 25 27
5 20 20 21 21 21 21

97 12 16 21 26 31 37
10 110 149 193 235 283 337

Total 408 534 762 990 1167 1316 1473

Traffic Department - Freight

Salaries & Social Insurance 
Materials

1256 1373 2009 2594 2980 3255 3508
26 38 50 64 9177 107

Diesel - Other 26 24 29 34 36 39 42

Electricity - Other 
Depreciation 
Capital Repairs 
Other

118 133 160 186 218202 232
613 1664 1674 1707 1723 1757 1750
229 90 119 152 182 216 253
302 582 772 983 1174 1394 1633

Total 2570 3904 5720 63744814 6970 7525

Drivers & Assistants - Freight

1533Salaries & Social Insurance 1270 2243 2897 3327 3634 3917



Rolling Stock Business Plan

Georgian Railways
Table 14 : Rolling Stock Business Unit: Financial Plan

Total Cost (000 Lari Current)
1997 1998 1999 2000 2001 2002 2003

Locomotives Department - Passenger
(excl Drivers & Assistants)
Salaries & Social Insurance
Materials
Diesel - Traction
Diesel - Other
Electricity - Traction
Electricity - Other
Depreciation
Capital Repairs
Other

675 815 1,065 1,280 1,379 1,503
1,027

1,639
1,218558 551 653 774 867

461 505440 474 530 571 612

2,143 2,358 2,538 2,704 2,842 3,058 3,277

572 1,242 1,249 1,274 1,286 1,312
1,130

1,306
1,3391,195 606 718 851 953

428 438 519 615 689 817 968

Total 6,032 6,450 8,0047,216 8,547 9,417 10,359

Locomotives Department - Freight
(excl Drivers & Assistants)
Salaries & Social Insurance
Materials
Diesel - Traction
Diesel - Other
Electricity - Traction
Electricity - Other
Depreciation
Capital Repairs
Other

623 752 1,100 1,421 1,783
1,219

1,9211,632
1,027516 509 676 860 1,429

425 406 497 584 644 703 760

1,979 2,176 2,663 3,128 3,453 3,769 4,072

528 1,146 1,153 1,175 1,187
1,130

1,210
1,342

1,205
1,572
1,134

1,104 560 743 946
395 404 536 683 968815

5,570Total 5,953 7,368 8,797 9,888 10,994 12,093

Wagons Service

Salaries & Social Insurance 
Materials

2,313
1,385

1,876 2,786 3,652 4,267 4,729
1,100

5,180
1,310432 582 752 913

120Diesel - Other 86 105 124 137 150 162

Electricity - Other 
Depreciation 
Capital Repairs
Other

74 30 37 43 48 52 56
1,515
1,666
1,572

3,032
1,700
5,816

3,050
2,290
7,835

3,110
2,959

10,124

3,140
3,595

12,298

3,202
4,330

14,814

3,189
5,156

17,640

Total 8,645 12,972 16,685 20,764 24,398 28,378 32,695



Infrastructure Business Unit

Georgian Railways
Table 16 : Infrastructure Business Unit: Financial Plan

Total Cost (000 Lari Current)
1997 1998 1999 2000 2001 2002 2003

Track

Salaries & Social Insurance 
Materials

3036 3378 3586 4340 4915
2567

5312 5728
1273 1518 1827 2180 3015 3535

Diesel - Other 200 238 260 282 302 323 344

Electricity - Other 
Depreciation 
Capital Repairs 
Other

33 28 31 33 36 38 40
1552 8466 8673 9990 10866 10774 10559

8466 10191 12158 14315 16816 19712
2014 2361

9703
697 1014 1221 1456 1715

Total 16494 23108 25789 30440 34714 38291 42280

Buildings

Salaries & Social Insurance 
Materials

69 90 116 137 154 166 178
0 2 2 3 3 4 4

Diesel - Other 0 0 0 0 0 0 0

Electricity - Other 
Depreciation 
Capital Repairs 
Other

12 22 23 2625 28 30
166 656 672 774 842 835 818

11161383 700 818 955 1304 1523
22 26 30 35 41 48 57

1662 1930 2183Total 1652 1496 2384 2610

Signalling

1468Salaries & Social Insurance 
Materials

1016 1140 1740 1955 2101 2258
10665 78 91 124 145 170

58 62 65 69 74 78Diesel - Other 31

201Electricity - Other 
Depreciation 
Capital Repairs 
Other

176 178 189 213 226 240
590 680292 576 739 733 718

780 350 409 478 558 652 761
210 246199 180 287 335 392

2559 2560 3019 3515 3946Total 4266 4618

Electricity

1682Salaries & Social Insurance 
Materials

1226 1306 1993 2239 2407 2587
143 88 103 120 140 164 191

Diesel - Other 66 70.1 7461 79 84 89

0 86 91 97 103 109Electricity - Other 
Depreciation 
Capital Repairs 
Other

116
1036 1061 1222 13300 1318 1292

1687 19711546 1444 2302 2689 3142
658 488 570 666 778 909 1062

5264 6144 6972Total 3634 4514 7681 8479



Administrative Services

Georgian Railways
Table 17 : Administrative Services Unit: Financial Plan

Total Cost (000 Lari Current)
1998 19991997 2000 2001 2002 2003

Administration

Salaries & Social Insurance 
Materials

1898990 1474 2250 2528 2716 2920
78117 76 77 76 74 72

Diesel - Other 3433 35 35 34 33 32

Electricity - Other 
Depreciation 
Capital Repairs 
Other

154 96 99 9598 93 91
258442 256 263 265 270 269

220 136 140 135138 132 129
1879 2746 2829 2795 2731 2669 2609

Total Expenditure 3835 4818 5337 5655 5864 5988 6122

Passenger Business Unit Charge 50°/ 
Freight Business Unit Charge (50%)

1,918 2,409 2,668
1,918 2,409 2,668

2,827 2,932 2,994 3,061
2,827 2,932 2,994 3,061



Ancillary Services

Georgian Railways
Table 18 : Ancillary Services : Financial Plan

Total Cost (000 Lari Current)
1997 20001998 1999 2001 2002 2003

Ancillary Services

Revenue 
- Ancilliary 7,200 8,000 8,736 8,204 1,568

Total 7,200 8,000 8,736 8,204 1,568

Costs 8,100 3,000 4,356 4,861 1,059

Surplus/(Deficit) 900 5,000 4,380 3,343 509

Other Costs 6,900 7,000 7,644 8,347 9,115 9,954 10,870



Consolidated Income

Georgian Railways : Financial Plan 
Table 3 : Consolidated Balance Sheet 1997 -2003

(Lari million/current prices)
1997 1998 20001999 2001 2002 2003

Assets

Current Assets

Cash
Receivables
Inventoties
Subtotal

4.4 14.9 14.9 14.4 28.5 43.9 54.9
37.2 34.7 37.434.7 36.3 35.1 33.3
14.9 14.9 16.8 19.4 21.8 24.7 27.7
56.5 64.5 66.4 71.3 86.7 103.8 115.9

Fixed Assets

Book Values
Less: Accumulated Depreciation 
Net Book Value

310.7 335.7 384.7 425.6 450.5 469.5 490.0
20.3 41.0 63.5 87.2 111.0 134.4

310.7 315.4 343.7 362.1 363.3 358.5 355.6

Other Assets 0.3 0.3 0.3 0.3 0.3 0.3 0.3

Total Assets 367.5 380.2 410.4 433.7 450.3 462.6 471.7

Current Liabilities 
Short term Debts 
Accounts Payable 
Other 
Subtotal

1.8 1.8 1.8 1.8 1.8 1.8 1.8
18.3 21.3 27.024.0 27.9 29.8 31.9

13 13 13 13 13 13 13
33.1 36.1 38.8 41.8 42.7 44.6 46.7

Long Term Debts

EBRD
Other

0 0 16.5 28.4 29.2 27.6 25.9
0.8 1.4 2.7 3.0 2.8 2.5 2.2

Equity & Reserves - opening 
Profit/Loss - current 
Profit/loss - cumulative

333.6333.6 333.6 333.6 333.6 333.6 333.6
9.0 9.8 8.1 15.1 12.3 9.1
9.0 18.8 26.9 42.0 54.3 63.4

Total Liabilities 367.5 380.2 410.4 433.7 450.3 462.6 471.7

Current Ratio 
Acid Test Ratio 
Debt/Equity Ratio

1.7 1.8 1.7 1.7 2.0 2.3 2.5
1.3 1.4 1.3 1.2 1.5 1.8 1.9
0% 0% 5% 9% 8% 8% 7%



Working Capital

Georgian Railways
Table 4 : Working Capital Calculation

1997 1998 20011999 2000 2002 2003

Receivables Days 
Inventory Days 
Payables days

166 155 130 122 110 100 90
143 145 135 131 127 124 120'l
124 123 106 100112 95 90

Millions lari
34.7 37.4
16.8 19.4

Receivables
Inventory
Payables
Working Capital
Change in working capital

37.2 34.7 36.3 35.1 33.3
14.9 14.9 21.8 24.7 27.7
18.3 21.3 24.0 27.0 27.9 29.8 31.9
33.8 28.3 27.6 29.8 30.2 30.0 29.0

5.5 0.7 2.2 0.4 0.2 1.0

Decrease in receivables 
Increase in Inventory 
Increase in Payables

2.5 0.0 2.6 1.1 1.3 1.8
0.0 1.9 2.6 2.4 2.9 3.0
3.0 2.6 3.0 0.9 1.8 2.1

\

i

)



Cost split 978.98

Georgian Railways - Department costs
T

Salaries Social Materials IDepartment Full Diesel
InsuranceYear Traction i Other

I

!
Passenger 2,241.0 437.0 135.0 56.0 83.0I

Freight 408.0 205.0 64.0 9.0 3.0
1,200.0 372.0Traffic 3,213.0 32.0 32.0

13,189.0 2,202.0Locomotive 683.0 1,074.0 I 886.0
8,645.0 1,766.0Wagons 547.0 1,385.0 120.0

1,273.016,494.0 2,318.0 718.0Track 200.0
1,652.0 53.0Buildings 16.0

Signalling 2,559.0 776.0 240.0 65.0 31.0
■ 936.0 290.0 143.0Electricity 3,634.0 61.0

755.0 i 235.0 117.0Admin 3,835.0 33.0
55,870.0 10,648.0 3,300.0 4,154,0 886.0 , 563.0Subtotal

!

Basis of splits
-

1. Traffic 80% Freight Stations and Terminal staff 2222
20% Passenger Passenger Stations staff 452

2674I
2. Locomotive

I

Salary Costs
Staff Numbers44%Freight Drivers &. Assistants

11 % IPassenger Drivers & Assistants
■

7I

'Other Locomotive Department Costs I

Freight 48% Loco. Km.
52%Passenger

!

I

I

I

Cost Allocation estimate of 1997

Full Salaries Social Materials DieselDepartment
Year Traction OtherInsurance

PASSENGER

1352,241 437 56Passenger 83
240 İTraffic 643 74 6 6

Locomotive - Drivers & Assistants 317 242 75
I

Page 16



Cost split 978.98

I
Total 9193,201 285 62 89

FREIGHT

408.0 205.0 64.0Freight 9.0 3.0
Traffic 2,570 960 298 26 26
Locomotive - Drivers 8. Assistants 1,269 969 301 i

Total 4,247.8 2,133.9 662.1 34.6 28.6
I

!
ROLLING STOCK

Locomotive - Passenger Other Costs 6,033 160515 558 461
Locomotive - Freight Other Costs 5,569 475.6 ; 147.5 516 425

Wagons 8,645 547 ; 1,3851,766 120
!

2,757 i 2,459Total 20,247 854 886 120

INFRASTRUCTURE

16,494.0 2,318.0Track 718.0 1,273.0 200.0
Buildings 1,652.0 53.0 16.0;

2,559.0 I 776.0Signalling 240.0 65.0 31.0
Electricity 3,634.0 936.0 290.0 143.0 61.0

24,339.0 : 4,083.0 1,264.0Total ;1,481.0 292.0

CORPORATE
T

117.0Admin 3,835.0 755.0 235.0 33.0

i

Total excl. Ancilliary 55,870.0 10,648.0 3,300.0 4,154.0 886.0 j 563.0

i |
: I

Georgian Railways - Department cost 1998 (<

I

Full SalariesDepartment Social Materials , Diesel
InsuranceYear Traction Other

4,380.0 716.0 222.0Passenger 122.0 78.0
Freight 534.0 274.0 14.084.0 6.0
Traffic 4,880.0 1,310.0 406.0 48.0 30.0

Page 17



Cost split 97&Э8

Locomotive 14,320.0 2,660.0 824.0 1,060.0 846.0
12,972.0 1,432.0 444.0Wagons 432.0 86.0

Track 23,108.0 2,578.0 800.0 1,518.0 238.0
Buildings 68.0 ,1,496.0 22.0 2.0
Signalling 2,560.0 870.0 270.0 78.0 58.0I

4,514,0 998.0 308.0 88.0 iElectricity 66.0
76.0Admin 4,818.0 1,124.0 350.0 34.0

3,438.0 846.0 596.0Subtotal 73,582.0 i 12,030.0 3,730.0

Note : Estimate for full year 1998 based on January to June 998 times 2)

Basis of splits 1

80% I Freight , Stations and Terminal staff1. Traffic 2222
20%: Passengerl Passenger Stations staff 452

2674
2. Locomotive

Salary Costs
Freight Drivers & Assistants 44% Staff Numbers :
Passenger Drivers & Assistants 11%

_Other Locomotive Department Costs

_Freight 48% | Loco. Km.
Passenger 52%

T

;Cost Allocation estimate of 1997

Salaries Social MaterialsDepartment Full Diesel
| InsuranceYear Traction Other

I
PASSENGER

Passenger 4,380 716 222 122 78
Traffic 976 262 81 10 6
Locomotive - Drivers & Assistants 383 293 91

;

394 132Total 5,739 ; 1,271 84

FREIGHT

534,0 274,0Freight 84.0 14.0 6.0
Traffic 3,904 1,048 325 38 24!
Locomotive - Drivers & Assistants 363 !1,533 i 1,170
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Cost split 97&Э8

Total 2,492.4 771.4 52.45,971.0 30.0;

!
ROLLING STOCK

Locomotive - Passenger Other Costs 6,450 622 193 551 I 440
Locomotive - Freight Other Costs 5,954 574.6 178.0 509 406

'

Wagons 12,972 1,432 444 432 86

I

25,376 2,629Total 815 1,492 846 86

INFRASTRUCTURE

23,108.0 2,578.0 j 800.0 1,518.0Track 238.0
T 1,496.0 i 22.0Buildings 68.0 2.0

2.560.0 , 870.0 270.0
4.514.0 : 998.0 : 308.0

Signalling 78.0 58.0
!Electricity 88.0 66.0I

Total 31,678.0 4,514.0 1,400,0 1,686.0 362.0

CORPORATE

Admin 4,818.0 1,124.0 350.0 76.0 34.0

73,582.0 12,030.0 3,730.0 3,438.0Total excl. Ancilliary 846.0 596.0
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Cost split 97&98

1997

Depreciation CapitalElectricity Other Total
Traction Other repairs

75.0 577.0 564.0 314.0 2,241.0
15.0 5.0 97.0 10.0 408.0

147.0 766.0 3,213.0286.0 378.0
4,122.0 1,100.0 2.299.0 823.0

1.666.0 ! 1,572.0
13,189.0

74.0 1,515.0 8,645.0
33.0 1,552.0 16,494.09,703.0 697.0
12.0 166.0 1,383.0 22.0 1,652.0

292.0 |176.0 780.0 199.0 2,559.0
1,546.0 658.0 3,634.0;

442.0 220.0154.0 1,879.0 3,835.0
4,122.0 686.0 6,415.0 18,544.0 6,552.0 55,870.0

;w

83%
17%

I

::

T
I

I

i
Electricity OtherDepreciation {Capital Total

ITraction Other repairs
!

75 314 2,241564577
29 153 57 76 643

317

I
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Cost split 97&Э8

104 730 621 390 3,201

15.0 5.0 97.0 10.0 408
118 613 229 302 2,570

1,269

132.6 617,8 325.8 312.4 4,247.8

1,1952,143 572 428 6,033
395 5,5691,979 1,104528

1.515J 1,666 1,572 8,64574
*

I744,122 2,615 3,965 2,395 20,247
i

33.0 : 1,552.0 9,703.0 697.0 16,494.0
166.0 1,383.012.0 22.0 1,652.0:

176.0 292.0 780.0 199.0 2,559.0
658.0 3,634.01,546.0

221.0 2,010.0 13,412.0 1,576.0 24,339.0

220.0 1,879.0 3,835.0154.0 442.0
■

I

: I

4,122.0 686.0 6,415.0 18,544.0 6,552.0 55,870.0

stimated)

Electricity Depreciation Capital Other Total
repairsTraction Other

54,0 1,812.0 690.0 686.0 4,380.0
20,0 12.0 110.0 !14.0 534.0

i166.0 728.0 4,880.02,080.0 112.0
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Cost split Э7&98

2,388.0 1,166.0 I 842.0 14,320.04,534.0
3,032.0 i 1,700.0 | 5,816.0 12.97ZÖ30.0
8,466.0 8,466.0 1,014.0 23,108.028.0

22.0 656.0 700.0 26.0 1,496.0
178.0 576.0 350.0 180.0 2,560.0
86.0 1,036.0 1,444.0 488.0 4,514.0
96.0 256.0 136.0 2,746.0 4,818.0

12,636.0 73,582.04,534.0 674.0 20,322.0 14,776.0

83%
17%

Electricity Depreciation Capital Other Total
Traction j Other repairs

54 1,812 690 686 4,380
33 416 22 976146

383

87 2,228 712 832 5,739
'
l

14.0 20.0 12.0 110.0 534
1,664133 90 582 3,904

I 1,533
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Cost split 97&Э8

i

' 146.8 1,684.0 101.6 j 692.4 5,971.0
II i

-

2,358 1,242 606 438 6,450
2,176 1,146 560 404 5,954

-30 3,032 1,700 5,816 12,972
.

4,534 30 5,420 2,866 6,658 25,376

+
i

I

28.0 8,466.0 j 8,466.0 1,014.0 23,108.0
22.0 656.0 700.0 26.0 1,496.0

576.0 350.0 180.0 2,560.0178.0
488.0 4,514.086.0 1,036.0 1,444.0

10,734.0 10,960.0314.0 1,708.0 31,678.0
:T

2,746.0 4,818.096.0 256.0 136.0

I
I

4,534.0 674.0 20,322.0 14,776.0 12,636.0 [ 73,582.0

:
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Investment & Depreciation

Georgian Railways
Table 5 : Consolidated Depreciation Schedule 1998 - 2003

1998 1999 2000 2001 2002 2003
Opening Value (million Lari)
Land and Improvements
Machinery and equipment
Office and workshop equipment
Other Assets
WIP
Total

163.6 167.9
117 119.3

193.4
124.0

210.3
127.2

204.4
132.6

208.6
131.8

1.5 1.4 1.3 1.2 1.1 1.1
4.2 3.9 3.7 3.4 3.2 3.0

24.4 22.8 21.3 19.9 18.6 17.4
310.7 315.4 343.7 362.1 363.3 358.5

Additions (millions lari currrent)
Land and Improvements
Machinery and equipment
Office and workshop equipment
Other Assets
WIP
Total

15.0 36.5 29.6 12.0 9.5 10.1
10.0 12.5 11.3 9.512.9 10.4
0.0 0.0 0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0 0.0 0.0

25.0 49.0 40.9 24.9 19.0 20.5

Rate
Depreciation (million Lari)
Land and Improvements
Machinery and equipment
Office and workshop equipment
Other Assets
WIP
Total
Cumulative Annual

6.55%
6.55%
6.50%
6.50%
6.50%

10.7 11.0 12.7 13.8 13.7 13.4
7.7 7.8 8.1 8.3 8.6 8.7
0.1 0.1 0.1 0.1 0.1 0.1
0.3 0.3 0.2 0.2 0.2 0.2
1.6 1.5 1.4 1.3 1.2 1.1

20.3 20.6 22.5 23.523.7 23.8
20.3 41.0 63.5 87.2 111.0 134.4



Loans

Georgian Railways 
Table 6 : Loan Schedule 1998-2003

1997 19991998 2000 2001 2002 2003
EBRD Loan ( US$)

Facility (Us$ million) 
Term - years 
Grace period

20
15
3

Loan Drawdown US$ (million) 
Cumulative Drawdown 
Loan Repayment -US$ (million) 
Loan Balance - Us$ (million)

12.0 8.0
12.0 20.0 20.0 20.0 20.0

1.7 1.7
12.0 20.0 20.0 18.3 16 7

EBRD Loan ( Local Currency Equivalent)

Loan Drawdown (lari million) 
Cumulative Drawdown 
Loan Repayment -(lari million) 
Loan Balance - (lari million)

16.5 11.4 0.0 0.0 0.0
16.5 27.9 27.9 27.9 27.9

2.5 2.6
16.5 27.9 27.9 25.4 22.8

Restated loan balance at current exchange rates 
Exchange adjustment on loan 
Annual exchange write-off required

16.5 28.4 29.2 27.6 25.9
0.5 1.3 2.2 3.1
0.5 0.8 0.9 0.8

Rate
Interest on EBRD Loan 7.00% 1.2 2.0 2.0 1.9 1.8

Commitment fee
Commitment fee (EBRD) (million $) 
Commitment fee (EBRD) (million lari)

0.50% 0 0.1 0.0 0.0 0.0 0.0
0.0 0.1 0.0 0.0 0.0 0.0

Other Foreign Loans

Facility (million lari) 
Term - years 
Grace period

3.3
15
3

Loan Drawdown (lari million) 
Cumulative Drawdown 
Loan Repayment - (lari million) 
Loan Balance - (lari million)

0.8 0.6 1.3 0.6
0.8 1.4 2.7 3.3 3.3 3.3 3.3

0.3 0.3 0.3 0.3
0.8 1.4 2.7 2.83.0 2.5 2.2

Interest on Foreign Loans
Interest on Foreign Loans - Paid (million lari)

Rate 7.0% 9.9% 10.0% 9.9% 10.1% 10.0%
0.1 0.3 0.3 0.3 0.2 0.2

Total Interest payment ( Lari Millions)
Exchange Rate adjustment 
Commitment Fee

0.1 1.4 2.3 2.3 2.2 2.0
0.5 0.8 0.9 0.8

0.0 0.1 0.0 0.00.0 0.0 0.0

Total Loan Interest & Chargres 
(to Infrastructure Unit)

0.2 1.4 2.8 3.1 3.1 2.9



Input Data - Investment

Georgian Railways
Table 7 : Summary of Investment 1998 - 2003

Cost 1997 Investment
WDV 1998 1999 2000 2001 2002 2003

Project Investment ($ million)

Land and Improvements 
Machinery and equipment 
Office and workshop equipment 
Other assets 
WIP
Total ($m)

0 15 11 0 0 0
0 0 0 0 0 0

00 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0
0 15 11 0 0 0

Project Investment (Lari Million)

Land and Improvements 
Machinery and equipment 
Office and workshop equipment 
Other assets 
WIP
Total (lari million)

0 20.7 15.6 0.0 0.0 0.0
0 0 0 0 0 0
0 0 00 0 0
0 0 0 0 0 0

0 0 00 0 0
0 15.620.7 0.0 0.0 0.0

Other Investments (Lari million)
Land and Improvements
Machinery and equipment
Office and workshop equipment
Other assets
WIP
Total

6.75% 163.6
6.75%
6.75%
6.75%
6.75% 24.4

15.0 15.8 14.0 12.0 9.5 10.1
117 10.0 12.5 11.3 12.9 9.5 10.4
1.5 0.0 0.0 0.0 0.0 0.0 0.0
4.2 0.0 0.0 0.0 0.0 0.0 0.0

0.0 0.0 0.0 0.0 0.0 0.0
310.7 25.0 28.3 25.3 24.9 19.0 20.5

Total Investment (1998 Lari million)
Land and Improvements
Machinery and equipment
Office and workshop equipment
Other assets
WIP
Total

29.615.0 36.5 12.0 9.5 10.1
10.0 12.5 11.3 12.9 9.5 10.4
0.0 0.0 0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0 0.0 0.0

25.0 49.0 40.9 24.9 19.0 20.5



staffing plan

Georgian Railways 
Staff Plan 1998 -2003

1998 1999 2000 2001 2002 2003

Senior management group 
Senior Task Group 
Safety and Environment 
Corporate Services 
Freight 
Infrastructure 
Passenger Services 
Rolling Stock

20 20 20 20 20 20
10 10 10 10 10 10

5 5 5 5 5 5
386 374 348 320 295 271

3246 3149 2929 2695 2479 2281
7214 6997 6507 5986 5507 5067
1833 1778 1654 1522 1400 1288
2981 2892 2690 2475 2277 2095

Total Operations 15695 15225 14163 13033 11993 11037

Ancillary Services
- Management
- Railway Enterprises
- Social Activities

6843 6843 5890 1050 0 0
50 50 50 50 0 0

2953 2953 2000 1000 0 0
3840 3840 3840 0 0 0

Georgian Railways
Staff Plan percentage decrease 1998 - 2003

1998 1999 2000 2001 2002 2003

Senior management group 
Senior Task Group 
Safety and Environment 
Corporate Services 
Freight 
Infrastructure 
Passenger Services 
Rolling Stock

100%
100%
100%
100%
100%
100%
100%
100%

0% 0% 0% 0% 0%
0% 0% 0% 0% 0%
0% 0% 0% 0% 0%

-3% -7% -8% -8% -8%
-3% -7% -8% -8% -8%
-3% -7% -8% -8% -8%
-3% -7% -8% -8% -8%
-3% -7% -8% -8% -8%

Total Operations 100% -3% -7% -8% -8% -8%

Ancillary Services
- Management
- Railway Enterprises
- Social Activities

100%
100%
100%
100%

0% -14% -82% 0% 0%
0% 0% 0% 0% 0%
0% -32% -50%

0% -100%
0% 0%

0% 0% 0%
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APPENDIX C



RAILWAY MEDICAL INSTITUTIONS 
OCTOBER 19, 1998

FINAN
CIAL
CONDITIO 
N FOR 6 
MONTHS 
OF 1998

# NAME STAFF NUMBER BY YEARS ASSET
COST

DESCRIP
TION OF THE 
CONST
RUCTIONS

YEAR OF 
EXPLOIT 
ATION

NUMBER OF 
PATIENTS

SPACE TERRI
TORY
SPACE

OF OF
THE CONSTRUC

TIONSPLACE

1995 1996 1997 1998 1999
1413121 2 3 4 5 6 10 117 8 9

2134Brick
walls.Ply-wood 
ceiling.______

1. Kahkiani
Hospital

1151 743 1247 1189 1974 164 3951180 45 400 22 40014 859

Pipia
Hospital

Brick walls.2. 980 734 1896 211 51224 544 9544
1937

ТВ. 153313. 150 120 Brick
Walls.Plate 
Ceiling.

95 95 95 1893 18366 1499 1962 167 602
Dispens
ary

94034. Mater 276 234 230 Brick walls. 
Plate ceiling.

230 1930 65 1382286 2905 2905
nity
House

46365. Road
Clinic.

397 287 Brick walls. 
Ferro-concrete 
ceiling.______

286 280 280 23 50070 086 1853 1853 1901
1963

6. Con-
sultati-

Brick walls. 
Plate ceiling.

111730 28 27 27 3905 135 1963 137135

on
Centre
Onco
logy
dispen-
sary

867. Brick walls19 18 23 23 1914 19 56492 225225

Clinic #28. 36 36 Brick walls 1437 37 35 480299 395 395 1956



■) О (О ( Л ( 'к[ )

416115 Brick walls9. Loring-
ology
Clinic

15 15 15 30 350 350 1998 916

84 213184 138 375 939 Brick walls.10. UF Rays 
Diagnos

154 167 167 32 083 19932700 2700

tics
Centre
Stoma
tology
Clinic.

Brick walls. 
Ferro-concrete 
ceiling.______

10487 62 58 400711. 87 58 2893 352 252 1956
1930

1794Central
clinic.

98 98 13 602 Brick walls. 
Roll ceiling.

12. 90 90 90 200 126811508 200

169413. Depart
ment
clinic.

168 138 127 109 109 1891 1966 5280 Brick and 
block walls

17 116 5891

14. Poni
chala
dispen
sary^^

15 9 12 12 Block walls7539 200 1995200

Gurjaani
dispen-
sary.

15. 24 24 22 23 23 1516 1969 582 Brick walls. 
Plate ceiling.

2920 320

Khashur 10 67416. 347 340 305 228 150 7396 1985 Brick walls.17 504 9296 347 747
i
hospital.

17. Borjomi
medical
enter
prise

150 130 126385 85 80 Brick walls. 
Plate ceiling.

2850 12 850 9850 1974 963 181

18. Borjomi
mineral
water

29 29 Brick walls. 
Plate ceiling.

300 1996 112 723300

compa
ny
Zesta-
poni
hosp.

19. 129 92 92 89 80 27 816 Brick walls. 
Plate ceiling.

2465 986 19093766
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Kutaisi
clinic.

99 8420. 9 87 80 35325 538395 245 1983 38784 Brick walls. 
Plate ceiling.

Kutaisi
hosp.

21. 109 86 85 85 85 542 1929 84196 Brick walls. 
Plate ceiling.

6832829 1983

Samtred22. 225 195 207 196 196 13164 3514 27919 514 1964 159421 Brick walls. 
Roll ceiling.ia

hosp.

23. Senaki
hosp.

99 99 87 82 80 2790 2092 1092 1961 390 767 Brick walls. 
Plate ceiling.

700

Samt-
redia

41 3924. 37 27 27 Brick walls. 
Roll ceiling.

352172 172 1910 4464

sani-tary
inspec
tion

25. Khas 24 22 22 22 22 160 160 1937 436 Brick walls. 
Roll ceiling.

52
huri

26. Batumi 18 18 18 166 165 1968 3051 Brick walls.

27. Tbilisi 106 98 48 49 49 615 615 2865 Brick walls. 
Plate ceiling.

94081956

28. Road 
centre of 
public 
health 
care.

38 38 38 660 280 1990 11 879 Brick walls. 
Plate ceiling

6203



-

29. Medi-cal
sevice

20 21 22 21 877421

Total 4588 3974 3540 3465 3280



LIST OF RAILWAY PRIMARY SCHOOLS 
OCTOBER 19, 1998.

DESCRIBTION OF COMMENT# NAME 
OF THE 

SCHOOL

STAFF NUMBER BY YEARS NUMBER OF 
CHILDREN

SPACE ASSET
COST

SPACE OF 
CONCTRU- 

CTIONS

YEAR
THEOF OF

CONSTRUCTIONS1995-1999 TERRITORY EXPL.
14131 2 3 4 5 6 7 128 9 10 11

2-leveled typical 
capital building 

requires full capital 
repairs.

TBILISI
Kindergarten

42 36 31 30 544581. 31 90 1209 1700 1970

#1

2. TBILISI
Kindergarten

43 35 31 31 30 2-leveled capital, 
amortized building.

80 600 1923 27377788

#3
TBILISI

Kindergarten
25 2-leveled typical 

capital building, 
requires current 

repairs.

3. 20 16 16 16 30 1950 252981500685

#4

TSKNETI
Kindergarten

4. 35 25 10 10 11 2-leveled typical 
capital building, 
requires capital 

repairs.

5000 16838801 1959

#5

TBILISI
Kindergarten

35 16 2-leveled typical 
capital building, 

requires minimum 
repairs.

5. 25 16 16 35 1209 2000 1977 43300

#6

6. TBILISI
Kindergarten

33 25 24 3-leveled typical 
capital building, 

requires minimum 
repairs.

21 21 55 550 1938 22777550

#9



TBILISI 327. 25 24 14 20 28 226 600 1926 5094 1-leveled typical 
capital building, 
requires capital 

repairs.

Kindergarten
#10

TBILISI8. 25 15 11 10 15 26 2-leveled typical 
capital building, 

requires minimum 
repairs.

299 500 1932 9251
Kindergarten

#11

TBILISI9. 30 20 6 11 15 713 700 1938 10095 2-leveled typical 
capital building, 
requires capital 

repairs.

Kindergarten
#14

10 TBILISI 43 32 24 25 15 60 1400 1500 1966 30952 2-leveled typical 
capital building, 
requires current 

repairs.

Kindergarten
#16

11 TBILISI
Kindergarten

#28

35 28 20 20 20 100 682 6000 1983 146048 2-leveled typical 
capital building, 

requires minimum 
repairs.

12 TBILISI 45 36 28 32 32 60 1209 1700 1967 36129 2-leveled typical 
capital building, 

requires minimum 
repairs

Kindergarten
#97

13 TBILISI 
Primary 

School #1

43 35 32 34 34 90 935 4000 1938 2-leveled typical 
capital building, 
requires small 

repairs.

67404



14 SENAKI 25 transfer-red 
to the 
Minist
ry of

Educa-tion, 
but not 
accep

ted by local 
adminis
tration.

20 15 10 25 2-leveled typical 
capital building, 
requires capital 

repairs.

14 450 1000 1982
Kindergarten

#25

15 SAMTREDIA 35 28 26 25 20 65 2-leveled typical 
capital building, 

requires minimum 
repairs.

600 19871216
Kindergarten

#75

transfer-red 
to the 

balance of 
Brotse- 

ula track- 
machi-nery 

station.

16 BROTSE- 
ULA Primary 

School #3

30 20 10 6 6 15 1500 1968 2-leveled typical 
capital building, 
requires current 

repairs.

685

17 GURJAANI 35 35 transfer-red 
to the 

patriar-chy.

2-leveled typical 
capital building, 
requires capital 

repairs.

1500 1961685
Kindergarten

#17



EDUCATIONAL INSTITUTIONS TRANSFERRED OUT OF THE RAILWAY

# INSTITUTION ADDRESS COMMENTOWNER
Kindergarten #1 Railway

Department
1 transferred *Tbilisi.Abastuma 

-ni str.#4
2 Elementary School #2 Tbilisi. Tsereteli 

Ave.#55
Ministry of 
Education

transferred on 
01.01.97

Kindergarten #33 Tbilisi.
Manjgaladze

str#19

Railway
Department

transferred*

Elementary School #4 Tbilisi Buachidze 
str#10

Railway
Department

4 transferred*

Kindergarten #5 Railway
Department

Tskneti. transferred*5

Kindergarten #66 Tbilisi.
Kakabadze str#2

Railway
Department

transferred*

Elementary School #7 Tbilisi Tsabadze 
St. Is* building

Ministry of 
Education

7 transferred on 
01.01 97

School -kindergarten #18 Tbilisi.
Tskondideli, 18

Railway
Department

transferred*

Kindergarten #99 Tbilisi.
Kamalovi,30

Railway
Department

transferred*

Kindergarten #1 
(at present #10)

Tbilisi. Moskovi 
ave. 3

Railway
Department

10 transferred*

Elementary School #11 Tbilisi. Gori,l Railway
Department

transferred*11

Tbilisi. Dadiani12 Elementary School #12 Abolished transferred*
313

Kindergarten #13 Tbilisi. 
Dgebuadze 1

Ministry of 
Education.

13 transferred on 
01.01 97.

Kindergarten #14 Tbilisi.
Evdoshvili,7

Railway
Department

14 transferred*

Kindergarten #2 
(at present #15)

Tbilisi. Dadiani Ministry of 
education

transferred on 
17.01.97

15
107

Tbilisi. GvetedzeKindergarten #1616 Railway
Department

transferred*
10a

Tbilisi. Digomi II 
block, bld.#5a

Kindergarten #9717 Railway
Department

transferred*

Tbilisi. T. GraneliKindergarten #15 Abolished.18 1994
10

Tsiatura Ministry of 
Education

19 Kindergarten #18 1.07 .93

Ochamchire20 Kindergarten #8 Abkhazia transferred on 
1.07.93



# INSTITUTION ADDRESS OWNER COMMENT
21 Elementary School # 32 Ochamchire Abkhazia

Kindergarten #3022 Sokhumi
Elementary School #9423 Sokhumi

Kindergarten #1924 Khashuri Ministry of 
Education

1.07.97

Kindergarten #9625 transferred on 
1.07.93

Elementary School #20 Borjomi Boijomi
Municipality

26 transferred
onl.12.96

Kindergarten #21 Shorapani27 Ministry of 
Education

transferred on 
1.07.93

Kindergarten #22 Zestaponi28 Patriarchy of 
Georgia 

Margveti.

1.11.94

Kindergarten #23 Kutaisi Ministry of 
Education

29 Since 1.01.96

Samtredia Since 1.07.9330 "#10
31 ”#24 Samtredia

Senaki32 " #25 Railway
Department

transferred*

33 " " #26 Poti Ministry of 
Education

transferred on 
1.01.97

" " # 27 Batumi34 transferred on 
1.07.93

Kindergarten #435 Gurjaani Abolished 1992
Kindergarten #17 Ministry of 

Education
36 transferred on 

1.01.97
Gori37 " # 29

38 "#33 Brotseula Railway
Department

transferred*

Samtredia39 "# 75 transferred*
40 " # 76 Tkibuli Ministry of 

Education
transferred
onl.01.97

41 Secondary School # 1 Tbilisi
Dgebuadze 8

42 Tbilisi.
Kakabeti,2

” #2

43 "#3 Khashuri transferred on 
1.07.93

44 " # 4 transferred on 
1.05.97

45 " # 5 transferred on 
1.07.93

46 " # 25



# INSTITUTION ADDRESS OWNER COMMENT
47 "#6 Borjomi
48 " # 7 Zestaponi
49 " # 8 Shorapani

" # 9 Marelisi50
51 "# 10 Kharagauli

Kutaisi52 "# 11
53 " # 12 it It

54 " # 23 transferred on 
1.01.97

Samtredia55 "# 13 transferred on 
1.07.97

56 ”#14 transferred on 
1.01.97

" # 2457
”# 16 Poti58

Gurjaani”#17 transferred on 
1.07.93

59

60 "#119 Sagaredjo
61 " # 20 Gori It

Evening School # 1 Tbilisi .Digomi62
Correspondence School Tbilisi.

Dgebuadze III 
block

63

OchamchireSecondary School # 15 Abkhazia II64
Boarding-School # 2 Sokhumi65

Ashura AbkhaziaSecondary School # 18 transferred on 
1.03.93

66

Ministry of 
Education

SenakiBoarding-School # 1 transferred on 
1.11.93

67

Tbilisi.
Agmashenebeli

Sports School68

127
Tbilisi. Dadiani Railway

Department
Technical College #31 

(at present #1)
69

134
Khashuri Railway

Department
" # 10970

Samtredia" # 16671
Tbilisi. D. 

Agmashenebeli
Railway College 

(at present Training 
Center)

72

127
Tbilisi. D. 

Agmashenebeli
Ministry of 
Education

73 Youth Palace transferred on 
1.07.93

127

J



Note 1: In 1993 Kindergarten # 28, was transferred to Railway Department from the trust 
"Saqtransmsheni'Mt is located in Tbilisi, Chichinadze str.#l.The Kindergarten is not 
included in the list.

Note 2: (transfer *) Date of the transfer in not known.
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RAILWAY TRAINING CENTRE 
OCTOBER 19, 1998.

COM-MENT# NAME 
OF THE 
INSTITU
TIONS

STAFF NUMBER 
BY YEARS

DESCRIB-TION 
OF CONSTRU

CTIONS

NUMBER OF 
CHILD-

ASSET
COST

SPACE OF 
CONSTRUC

TIONS

TERRI
TORY

SPACE

YEAR
OF

REN EXPL.
1995 1999

1 2 3 4 5 6 7 14138 9 10 11 12
Training
center

741. 74 72 78 In Satisfactory85 477 200 1997 3201803977

50 51 36 31 35 351 Condition.

2. Hostel 400 19732400

NOTE: Columns 3-7: first line figures show administrative staff.
second line figures show staff number of teachers.

Column 8: first line figures show number of students attending morning lessons.
second line figures show number of students attending evening lessons.


