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Project Synopsis  - Contract No 01 – 0181.00 
 

 
 

Wider Objectives:  
To increase the competitiveness of the TRACECA corridor for transit traffic. 
 

Specific Project Objectives:  
To achieve a more transparent tariffs and transit fees structure and the removal of illegal, 
non-physical barriers to effective international trade and transport services within 
TRACECA region.  
 
Outputs:  
 Transit Fees and Tariffs Working Groups (TFTWGs) in road, rail and maritime. 
 Analysis of MTT tariffs and recommendation for change. 
 Improved access for traders to the rail system. 
 Improved methodologies in setting rail tariffs. 
 Unified policy for road transit fees. 
 Analysis and recommendations on maritime rates and port fees. 
 User guide for transport operators and traders. 

 
Activities: 
 Establishment of working groups.  
 Review of previous work. 
 Development of unified policy for road transit fees. 
 Evaluation of MTT tariffs and recommendations for change. 
 Development of improved methodology for rail tariff setting. 
 Improvement of traders access to the rail system. 
 Analysis and recommendations on maritime rates and port fees. 
 Development of a user guide for transport operators and traders.  
 On-the-job training and management development. 

Target Group: National Commissions in 13 countries, TFTWGs, governments of 13 
countries, traders, operators including freight forwarding and carrier associations. 

Inputs: 1469 person days of EU specialists and 170 person months of local inputs.  

 

Project Start Date: 14 December 2001                             

 

Project Duration: 24 months  
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SUMMARY OF PROJECT PROGRESS TO DATE 
 
 Accomplishments 
 
The key progress landmarks in the UPTFT project to date have included: 
 
Acceptance of the Inception Report (IR) submitted in April 2000 that clarified the project 
approach and reflected the practical experience gained during the inception phase. 
 
Agreement of the 1st Progress report in October 2002, that expanded on the actions taken as 
a result of this experience and demonstrated a closer working relationship with each delegate 
to the workshops held in Baku and with country representatives during country visits. The 
opportunity was also taken to ensure the delegates to all workshops were clear on the 
objectives of the UPTFT project. This remains a task throughout the project as the list of 
delegates is increased through sickness or through changes at work. 
 
A comprehensive review of work done on previous TRACECA projects and the 
recommendations made by those projects that have been taken into account in compiling all 
relevant information on tariffs, permits and costs related to TRACECA transit traffic. 
 
The establishment of the international tariff working groups for rail, road, ports and shipping 
services. These have been organised as joint meetings for rail, ports and shipping as these 
are mostly governmental controlled and then separately for road as these are mainly private 
enterprise activities. The target, generally achieved, has been to receive two delegates from 
each country on each transport mode, a total of 78 delegates. Usually the same delegates 
have attended each workshop mode and have been involved in the evolution of the results, 
from the start. Where changes have occurred time was taken to ensure the new delegates 
were well informed. This process has provided a strong training element throughout the 
workshops.  In all cases the best candidates were initially chosen from each transport mode 
based on their experience and support from their country. The advice of the National 
Secretaries was sought, in their selection. 
 
Three port and shipping meetings of the international working groups (workshops) in Baku in 
June 2002, October 2002 and April 2003, and one workshop for international road transport 
was held in November 2002, with all workshops attended by the selected delegates from most 
TRACECA countries. Where they were not able to attend themselves they sent a deputy or 
apologies for absence due to unforeseen circumstances. Following the workshops the UPTFT 
Project Manager has held some meetings in country to clarify issues with the main delegates, 
where this was possible. For those countries unable to attend attempts were made by the 
Project Manager to visit them, and this process will continue.  
 
All meetings were noted for the lively debate and constructive attitude of the delegates and at 
the end of each workshop to confirm the actions agreed all delegates signed a Protocol. There 
usually remain some outstanding proposals from the consultant that are not ratified, but in 
general there has been recognition of the need to change and a positive attitude towards 
change in the many areas that directly effect tariffs and permits in the region.  
 
The decision has been taken to additionally establish National Working Groups in each 
country under the title of “Trade Facilitation” working groups on behalf of the three current 
TRACECA projects. For UPTFT project this is being achieved using the same delegates who 
attend the international group meetings and has enabled the discussions to focus both on the 



 

UPTFT Progress Report II        
   May 2003 

5 

 

TRACECA route and on the desire to develop trade for each country, independent of the 
route. Most meetings held to date have been informal and a more formal structure will in 
future be established. 
 
Visits have taken place by the consultant to all of the TRACECA countries to gather and 
analyse information on road license fees, road, rail and port operating costs, freight transport 
revenues and traffic volumes moving now and anticipated. 
 
The opportunity has been taken to discuss with decision makers in government, industry and 
transport users, their tariff and transit fee policy for road, rail, sea and port activities and to 
introduce and explain the TRACECA UPTFT project approach towards increasing freight 
traffic volumes to and from the TRACECA region. 
 
Many working papers have been generated that contain a wealth of detailed freight transport 
analysis along with preliminary conclusions and recommendations. These have been 
produced by the consultant for discussion at each workshop and circulated to each delegate 
and National Secretaries well before the workshop date. 
 
New working documents produced in the current period are listed in the appendices to this 
report and Progress I report included a paper relating to the limitations of the existing MTT 
system for rail tariffs with recommendations for change; a paper recommending improved 
methodologies in setting rail tariffs; and a paper analysing costs, revenues and tariffs for ports 
and shipping company transit traffic, with recommendations for cost based tariffs and tariff 
discounts.  
 
Concepts relating to through (intermodal) tariffs have also been introduced and a working 
paper produced providing comparisons between the rates agreed for Humanitarian aid traffic 
for Afghanistan and the proposed TTT rail tariffs. 
 
Protocols from the four workshops of the international working groups have been drafted, 
debated and agreed.  The latest protocols are attached to this Progress report. 
 
Inventories of all road transit fees for all TRACECA countries have been drafted, discussed, 
revised and agreed by all countries, then published on the TRACECA web. 
 
Working papers for road transport, describing preliminary analyses of inventory information, 
identifying priority issues and unjustifiable transit fees, estimating the economic losses of 
current practice, and proposing options for developing a unified transit fee policy have been 
produced by the consultant and circulated to delegates by Email, ahead of the roads 
workshops. 
 
A survey seeking the views of freight forwarders on tariffs and levels of service provided by 
TRACECA railway companies has been drafted and distributed for further comments prior to 
recommendation to be made on measures to improve access to rail freight services. 
 
The User Guide for TRACECA rail users is being created as detail becomes available, which 
is then being published on a TRACECA website in the new format required. 
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Issues 
 
For the UPTFT project to be a  success it has been necessary to obtain as much detail as 
possible from the service providers. In order to be able to analyse the current situation in detail 
it was necessary to obtain realistic financial data from as many sources as possible. This has 
proved to be as difficult as expected, as much of the detail needed by the UPTFT project is 
considered by the service providers to be commercially sensitive. In some cases this has 
resulted in the consultant having to make assumptions based on wide experience of 
operations in other countries with similar operating conditions. 
 
Delegates to each working group have understood the need within the UPTFT project for 
detail and accuracy and generally the consultant has been able to establish sufficient trust 
with the delegates to obtain enough detail for decisions to be made but this process has taken 
much longer than had been anticipated and will continue to be an issue to be resolved by 
compromise. 
 
As with most economic activity in the region there are often hidden issues that take time for 
the consultant to identify, as they are not immediately apparent. Issues such as rates being 
agreed but no payment made for services provided between two government run service 
providers in the same country, or outstanding debt from an associated activity in a 
neighbouring country, create muddled accounting and a demand for credit transfer. Although 
these issues are outside the remit of the consultant they can lead to a lack of clarity in 
decision making within a country and can affect more than one transport mode, causing 
confusion to everyone. This is just an example of one of the many non-tariff issues that can 
result in delays to the movement of freight on the TRACECA route. 
 
For rail freight tariffs, the agreement by delegates to adopt the recommended normative cost 
based approach significantly reduced the need to obtain current operating costs from all rail 
operating companies, but has still required close cooperation on costs related to the new 
methodology recommendations.  
 
The recognition by a number of countries during these debates that a good tariff system 
requires clarity in costing and that a normative approach is only a starting point for better 
understanding of tariffs, has resulted in some countries taking a closer look at their costing 
methodology and initiating financial separation between infrastructure costs and operations 
and between freight and passenger traffic.  
 
A clear example of this is the work done in Kazakhstan in the last few years, which was the 
subject of a paper, published in February 2003 at the Istanbul intermodal and shipping 
conference, by the Kazakhstan Vice Minister of Transport. For clarity it is shown as Appendix 
1.  
 
It is understood that similar action has been taken in Uzbekistan and some other TRACECA 
countries but detail of the action they have taken has not yet been made available to the 
consultant. This separation of operations and infrastructure costs in TRACECA mimics, in 
some respects, the current EU changes in rail transport pricing and the use to which tariff 
structures are being put. The anticipated closer working relationship with UIC and IGC 
TRACECA will help to enable such issues to be debated in future with more clarity. 
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The process of data gathering, explanation of policy, auditing the activities and procedures 
within each country and advice, continues with visits to a number of countries by the Project 
Manager and IGC TRACECA General Secretary. 
 
 
SUMMARY OF PROJECT PLANNING FOR REMAINDER OF  PROJECT 
 
Overall Plan 
 
The overall plan for the remainder of the project has not significantly changed since the 
inception report stage apart from the introduction of National Working groups within each 
country under the management of the National Secretaries, in addition to the international 
working group meetings in Baku. Delegates to the workshops have also discussed the need to 
expand the use the Afghanistan humanitarian aid initiative as a possible means of growing 
additional traffic volumes ahead of formal agreements on TTT rail tariffs.  
 
The UPTFT project has remained flexible in its approach to meet the emerging requirement of 
the delegates to the international working group meetings and the protocols they have signed 
and will additionally support the National Secretaries with the establishment and debate within 
their national working groups.  
 
Draft protocols will continue to be presented to delegates ahead of each international meeting 
and as the issues are refined the result is a signed protocol that truly reflects the decisions 
actually made and this process will continue. 
 
All reports have to be circulated widely to 13 countries and Email is the preferred media. 
Reports are therefore kept in a simple format to aid transmission and receipt. 
Publicity material with text and photographs of all activities of TRACECA UPTFT project is 
regularly distributed by TRACECA coordination project with contributions and full support of 
the UPTFT project. 
 
Main Components 
 
One more meeting of the international working group for Rail, Ports and Shipping is planned 
after the Council of Heads of Railways (CHR) meeting in late July 2003. A further meeting of 
the international working group on road transport is planned for July 2003 and a final meeting 
to agree decisions will be held in October 2003. In October 2003 it is also planned to have a 
final meeting of the Rail and Ports and Shipping workshops. All of these meetings in October 
will also act as a point of transfer of responsibility to the TRACECA Legal Project (CLBTT) and 
the National Trade Facilitation Working Groups under the National Secretaries.  
 
These workshops (it is intended that there will be three separate workshops) will be timed to 
take place after the Annual IGC Conference in Yerevan, where it is expected that a new 
General Secretary will be appointed. The location of these final workshops has not been 
decided. 
 
Draft protocols will continue to be written for each meeting and circulated to delegates. These 
drafts reflect the view of the consultant on the likely agreement of delegates to recommended 
changes and refinements in policy, but are always amended by delegates at the workshop to 
reflect the actual agreements reached.  
 



 

UPTFT Progress Report II        
   May 2003 

8 

 

It has been agreed that a meeting to discuss the establishment a Council of Heads of 
Railways (CHR) will be held in July 2003 in conjunction with a meeting with the International 
Rail Union (UIC) in Baku.  
 
Visits by the Project Manager and project experts to many TRACECA countries will continue 
where and when possible, to promote the project at the appropriate official level, to obtain 
feedback on project and to discuss implementation issues. 
 
As the April working group on rail, ports and shipping accepted the proposals for a normative 
based rail TTT tariff structure, this initiative will now be progressed to formulate a plan to 
establish a Rail Tariff Authority. This will first be progressed at the IGC TRACECA meeting in 
Tashkent in May 2003 and then at the UIC and CHR meeting in Baku in July 2003.  
 
The cost-based ports and shipping tariff structure and agreed preferential tariffs for transit 
traffic will be further evaluated to ensure that full advantage is taken of any surplus capacity 
and low variable costs that have been a feature of some ports and shipping experience in 
TRACECA. 
 
The rail and maritime tariff structures that have been recommended will be further 
consolidated to strengthen existing unified intermodal tariffs. The intermodal initiative centred 
around the Afghanistan traffic will be promoted for wider TRACECA application. 
 
For roads, analysis will continue on the data collected to establish a framework to enable each 
country to determine reasonable levels of transit fees based on the costs imposed by transit 
traffic. A working paper will be generated ahead of the July workshop that will enable this 
process to be clarified. After the meeting action plans will be produced for each country to 
progress the agreed actions towards implementation. 
 
Based on the results of the trader access survey, measures will be put in hand to improve the 
way in which rail tariffs are negotiated, and generally to improve the contact between freight 
forwarders and TRACECA railways. 
 
The User Guide will be completed, providing potential TRACECA corridor users with 
comprehensive information on tariffs and related information concerning TRACECA operators. 
 
 
 
PROJECT PROGRESS IN REPORTING PERIOD 
 
General 
 
Project progress since the First Progress Report in October 2002 has been according to plan.  
One meeting was held of the international working group on road permits in November 2002 
and one meeting was held of the international working group on rail, ports and shipping in 
April 2003. The April meeting was a little later than anticipated as there was a delay in data 
collection and analysis, but this had no material effect on the project timetable. In both 
workshops delegates attended from most TRACECA countries, as usual.    
 
Project experts visited many TRACECA countries to discuss project objectives, obtain 
additional national tariff and transit fee policies, and to gather information for analysis and 
formulation of conclusions and recommendations.   
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Several working papers with findings and provisional recommendations on tariff structures, 
policies and promotional discounts were prepared in each transport mode and circulated to 
the relevant TRACECA delegates and National Secretaries prior to each meeting for 
discussion within their country. This enabled constructive debate and agreement on a wide 
range of detailed subjects at each working group meeting.  Draft protocols were sent before 
the meeting so that with refinement from the meeting they could be approved and signed. It is 
felt that this protocol action, although not binding in law, commits the delegates to support the 
agreed programmed activities of the consultant and provides a commitment for future 
cooperation. 
 
Details of previous work on the subject of transit fees and tariffs continue to be studied and 
the implications from this earlier work on future activities were evaluated.   
 
Cooperation with other relevant current TRACECA projects continued through this project 
period.  
 
Close liaison was maintained with the experts in the Permanent Secretariat of the IGC 
TRACECA, to exchange experience. The road, rail and shipping experts have participated in 
the international working group meetings, and the General Secretary, IGC TRACECA, has 
chaired each of these working group meetings.  The project has fully supported the activities 
of the Permanent Secretariat at all times.   
 
Preparation of the web-based TRACECA corridor User Guide has continued under the new 
EU visibility guidelines and road inventory detail has been incorporated.   
 
The general principles proposed by the consultant to the maritime tariff formulation have been 
accepted and the proposals from the consultant for development of a Through Transit Tariff 
(TTT) for rail have been adopted.  Although the main project activities have still had to center 
around the collection and analysis of late information collected, it has been increasingly 
possible to develop and formulate policy conclusions and recommendations that have been 
based on the detail already obtained, leading to a presentation of new concepts to TRACECA 
delegates.   
 
Full agreement, leading to phased implementation of these recommendations still represents 
a significant challenge in the months to come but it is encouraging that agreement has been 
reached in principle on a number of key issues with most TRACECA countries. Closer liaison 
will be sought with Turkmenistan and Armenia on a number of issues and with Tadjikistan on 
rail tariffs.  
 
 
Railways 
 
The third meeting of the international working group on rail, ports and shipping was held in 
Baku on April 15th and 16th 2003 and attended by the representatives of rail, ports and 
shipping companies for all TRACECA countries, except Tajikistan (who could not attend for 
circumstances outside their control) and Armenia. Some countries sent up to four delegates, 
and representation was generally at the appropriate level.   
 
Prior to this workshop each delegate was sent a copy of the agenda, the draft protocol, the rail 
TTT draft regulatory documents, the presentation from the UIC representative on current EU 
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practice, a draft copy of the Rail Marketing and Pricing Handbook, a list of acronyms and 
definitions, The “Railcost” working manual, the latest Ports and Shipping working paper and all 
updated appendices, a copy of the working memorandum for Humanitarian aid to Afghanistan 
and Central Asia and a draft memorandum to be discussed concerning the wider application 
of  the special Afghanistan rate system. The agenda for the April workshop and the rail and 
ports and shipping working papers as well as the final agreed protocol are shown as Appendix 
2.  
 
 
The third international working group meeting,  Baku April 2003 
 
The aims of this third meeting were ambitious but were largely exceeded with the TTT rail tariff 
being accepted in principle by all delegates as confirmed in the signed protocol. 
 
Other main achievements from the April Workshop were: 
 

• Confirmation that the rail tariff will be based on normative costs and adjusted by means 
of national coefficients. 

 
• The structure is based on long run variable costs with an allowance for not less than 

12% return on productive assets. 
 

• That TTT is a four part tariff structure where the two main parts are a single flat rate for 
each type of wagon to be applied irrespective of the payload weight, (adjusted by a 
national coefficient to reflect the operating conditions in each country), and an 
infrastructure user charge (UIC) to reflect future restructuring of costs within each 
railway company.  

 
• That it is recognized that the TTT tariff as designed is transparent and simple and 

therefore meets the requirements established in the terms of reference (ToR).  
 

• That the TTT rate will be calculated in Euro (€). 
 

• That it is desirable to establish both a TTT Authority and a Council of Heads of 
Railways. 

 
Delegates showed great interest in the issues under consideration, and there was lively 
debate.  The delegates understood the reason and logic of using normative costs and agreed 
on the objective of coordinating tariff policy among TRACECA members, the programme of 
future meetings and to their continued participation. They agreed to fully support the work of 
the consultant by providing all necessary traffic data to check the effects on traffic volumes of 
reduced tariffs and fees. Unfortunately, in practice, this data has been hard to get.  
 
The protocol signed by delegates at this third meeting in April included key elements from the 
previous two workshops in 2002. This strategy was chosen in order to consolidate the 
previous agreements into one signed document, as not all delegates had been present at all 
earlier meetings. It was also done to make it easier to implement the agreement, in future.  
 
Prior to this workshop all delegates had received by email a proposal from the consultants in 
conjunction with IGC TRACECA to expand the concept of the special tariff for humanitarian 
aid to Afghanistan and Central Asia, to apply to all additional or “new” traffic for TRACECA. It 
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was explained that the original agreement had been signed by four of the five key transit 
countries for Afghanistan (since then Kazakhstan has also signed) which provides for a simple 
wagon load rate structure in US $ between fixed points on TRACECA route. This initiative by 
IGC TRACECA over many years has resulted in additional transit traffic for TRACECA that 
would otherwise have gone through Russia, Iran or Pakistan. The existing agreement is 
shown as Appendix 2.7. 
 
Traffic flows have been small so far but significant volumes of containers from Germany (800 
TEU/m) are anticipated. Building on the success of the IGC TRACECA initiative UPTFT 
project have proposed to broaden the concept to encourage additional container and full load 
wagon traffic for the whole of the TRACECA route. The draft memorandum is attached as 
Appendix 2.8. The reason for this is that when evaluating the Afghanistan rate against the 
proposed TTT rate it is already higher than the TTT short run variable cost rate and therefore 
compatible with the TTT tariff. 
 
This proposal is now under consideration by delegates for progress in the next reporting 
period. 
 
TTT Tariff Authority 
 
Having completed and generally gained acceptance for a revised railway tariff structure in 
April 2003, the railway component of UPTFT then moved closer towards ensuring that the 
proposed changes are sustainable. This has included the preparation of a draft regulatory 
document that would formalize the proposed tariff structure and the framework under which 
the TTT Tariff Authority could be established, that would administer the proposed TTT tariff.  
 
Plans have also been formulated to seek technical assistance funding to enable the Authority 
to be established. The period of such funding is uncertain at this time but likely to be needed 
for the first three years of operation. 
 
Council of the Heads of Railways 
 
In order for the TTT Authority to have the ability to manage the TTT tariff it will need to be 
given a clear mandate from the formation of a Council of Heads of Railways (CHR). In order 
for the CHR to operate it would in effect be a Railways Working Group within the definition of 
the TRACECA MLA. The formation of the CHR, the statute and scope of work of the CHR and 
TTT Authority will be decided in the next reporting period and in conjunction with the 
TRACECA Legal project (CLBTT), TRACECA IGC and the TRACECA coordination project. 
 
Country visits 
 
As part of the TRACECA audit process the UPTFT Project Manager and IGC TRACECA 
General Secretary visited Uzbekistan, Kyrgyzstan and Kazakhstan and me with the Heads of 
Railways in each country to promote the initiatives taken at the earlier international working 
group meetings. The Project Manager and the IGC TRACECA Executive Secretary made a 
further visit to Georgia but travel delays prevented a visit at that time to Armenia. This will be 
implemented in the next reporting period. 
 
Attempts to visit Turkmenistan and even to hold a rail workshop there were not successful. 
This again will be attempted in the next reporting period as a visa has yet to be provided for 
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the General Secretary and when issued, meeting requests have a long gestation period before 
a date is agreed. This is a result of a changed visa and meeting policy in Turkmenistan. 
 
 
Ports And Shipping 
 
Country Visits 
 
Field visits were made in the previous reporting period to seven TRACECA maritime countries 
– Azerbaijan, Turkmenistan and Kazakhstan on the Caspian Sea and Georgia, Ukraine, 
Romania and Bulgaria on the Black Sea. In March 2003 a visit was made to Turkish Ports. 
The Turkish report will be circulated after data is translated from Turkish to English for 
analysis by the consultant before publication.  Interviews were carried out with port and 
shipping organisations,  transport users and freight forwarders.   
 
All state and private enterprise companies contacted gave what information they could but 
they felt that a lot of information requested was commercially sensitive. With an element of 
perseverance and by using knowledge gained from similar operations elsewhere the 
consultant was able to piece together sufficient information to draw reasoned conclusions 
pointing to an element of under utilisation of resources that could be offered at a marginal 
price to boost tonnage at little extra cost. 
 
The Turkish ports review will ensure a comprehensive understanding of the deep sea port of 
Izmir and the Black Sea feeder ports that also receive cargo for TRACECA countries. This 
cargo reaches Central Asia through Turkey and Iran and with Iran and Afghanistan as 
potential members of TRACECA and signatories to the MLA; it is now necessary to take a 
wider view. 
 
The third international working group meeting,  Baku April 2003 
 
The proposed approach to setting tariffs for ports and shipping was presented to delegates 
previously and this document was revised in this period, updated and recirculated before the 
April workshop. With the title “Cost Based Tariffs for Ports and Shipping” it contained analysis 
and recommendations. It is shown as Appendix 2.5.  
 
At the April workshop a list of questions was posed by the consultant and lively debate 
followed that resulted in some small improvements to the earlier protocol. As most delegates 
represented state owned enterprises they expressed their willingness to encourage lower 
tariffs to attract more freight traffic but recognized their inability to act due to local laws and 
restrictions. The consultant felt that they were well aware of the issues but would need to seek 
authority from agencies who maybe unable or unwilling, to react to the initiatives. 
 
The main conclusions that remained were: 
 

• That in general there is surplus capacity and this, combined with proportionally low 
variable costs, means that cost-based tariffs are feasible while remaining profitable. 

• The current strong financial position at most ports indicates that they would be able to 
experiment now with some preferential (or discounted) tariffs to encourage traffic 

• That the future financial prospects for these ports may not be so good unless action is 
taken now 
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• Now is an ideal time to build up additional transit business by substantially reducing 
tariffs, while retaining a modest profit margin. 

 
These proposals were again debated at length and the conclusions reflected in the signed 
protocol (Appendix 2.9), where agreement was reached in principle that at TRACECA ports 
tariffs on TRACECA transit cargoes should be discounted to short run variable cost levels.  
However, delegates were still not able to agree at this time that tariffs should be discounted by 
50% (as recommended by the consultant), neither was agreement reached on exactly which 
port charges would be subject to discount.  
 
The protocol wording on discounts accepted by the delegates was “up to 50% to comply with 
the national legislation”. The debate at the workshop created a great deal of awareness on 
this subject and although the result was not as the consultant wished for, it is recognized that 
the value of the port charges is so low relative to other elements of the through tariff, that any 
discount given would have little effect on the overall tariff.  
 
It was also appreciated that discounts on port dues alone would probably not be decisive in 
attracting transit cargoes.  These discounts would have to be part of a chain of promotional 
tariffs offered by rail companies, ports and shipping lines. 
 
Other non-tariff problems were also regularly raised by delegates during the discussions and 
port personnel were encouraged to further consider the concept of “fast track” for port 
clearance of sealed containers that would include minimal Customs involvement.  
 
This and other non-tariff issues were explained as being dealt with under other TRACECA 
projects. 
 
Roads 
 
First international roads workshop Baku November 2003 
 
 
A meeting was held in Baku on 28th and 29th November 2002 in the ICG TRACECA 
Secretariat building of the international working group on road transit fees and tariffs. 
Representatives from each Ministry of Transport and one representative from the international 
transport industry in each country were invited.  
 
Delegates were invited from all 13 countries of TRACECA and all except Turkmenistan 
(prevented by delayed export visa clearance) and Armenia were in attendance. In total 24 
delegates arrived with all specialists from TRACECA IGC. The Secretary General chaired the 
workshop. 
 
Two working papers were circulated before the meeting. The first “Priority Issues Concerning 
Road Transit Fees” and the second “Road Transit Fee Policy Options”. The consultant road 
expert also presented a brief version of both papers as a summary on PowerPoint. These 
papers were attached to Progress 1 report. 
 
A number of issues were elaborated concerning both the issues and the choice of options 
available to resolve the issues and it was clear from the start that the delegates had read and 
considered these papers in some detail. 
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In order to facilitate debate the delegates were formed into two working sessions on the 
afternoon of both days.  
 
On one day the group was composed of delegates from Black Sea countries in one group and 
Central Asian countries in the other. On the next day the group was split into Operators in one 
group and Legislators in the other, from each country. After preliminary joint discussions they 
were invited to debate separately a set of common questions devised by the consultant, based 
on the working documents. They were given two hours for this during which time they had to 
appoint a spokesperson from their group, to make a 15 min presentation to the other team.  
 
To help them in their deliberations the IGC TRACECA specialists acted as facilitators, along 
with the road consultant specialist and the Project Manager. 
 
This process enabled all delegates with a common interest of a region or of a function within 
their country, to have time to express themselves fully to each other and reach consensus 
views. It was interesting to note that by the time it came to the presentations both sides were 
in close agreement with each other despite not having debated the issues together and that 
they enjoyed to freedom to discuss each issue fully. 
 
The protocol raised on this occasion had not been pre-determined but was generated during 
the workshop and is attached as Appendix 3. This caused a small problem for the Romanian 
delegation as they had to have approval before signing anything and a draft protocol would 
have given them this authority. This approval was received later and they signed the final 
protocol. 
 
Within the protocol it was agreed that road transit charges should be related to the cost of 
service provision, be levied at the point of use and be fair to all road users and transparent in 
its application. 
 
The way forward was seen to centre on the need for a draft unified policy that would be 
generated by the consultant that is aligned to the detail contained in the protocol. The next 
working paper will set out a series of questions and a proposed framework for developing 
further the unified policy, so that the unified policy can be drafted, taking full account of the 
views of the members of the working group.  
 
All international road transport information collected during the earlier country visits was 
analysed in this period and some details had to be further checked and verified. The corrected 
and revised inventory detail obtained from both public sector authorities and private sector 
entities containing detail of all bilateral and multilateral agreements, fees paid and permits 
issued for international road traffic has now been published on the TRACECA Website.   
 
The information collected also included detail of road and bridge tolls, fuel taxation and 
authorisation needed for abnormal vehicles and loads.  Although much of this detail is liable to 
change at short notice this review provides a firm foundation for future discussions. 
 
Improving Access for Traders to the Rail System 
 
The results from the earlier surveys of existing and potential TRACECA railways users that 
obtained feedback on the quality of service, rail tariff structures, and accessibility were 
reviewed during this period and some further detail added to the data collected. 
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They continue to be reviewed as discussions continue with rail users.  It is clear that traders 
welcome a unified and competitive policy for transit tariffs on the TRACECA corridor and the 
proposed user guide now in draft form and circulated to delegates at the rail, ports and 
shipping workshop for their comments, will be a useful addition to the project output for 
traders. 
 
 
User Guide 
 
As it was agreed at the inception phase, the proposed User Guide is being published in digital 
format as part of the TRACECA web site shared between the three current TRACECA 
projects.  
 
The guide will contain information mainly on how to access up to the minute information on 
the ever-changing routes and services that comprise the TRACECA corridor. 
 
As much factual data as possible will be included but as many service providers have their 
own active web-sites it is more useful to establish hyperlinks to the providers of services to 
ensure the data is accurate, current and sustainable. 
 
National Secretaries in a number of TRACECA countries have already provided excellent 
detail of the best service providers in their country and in the next period we hope to obtain 
information from all of them. 
 
 
Training 
 
On-the-job training and technology transfer has continued during this period with the 
circulation of all working papers and discussion documents to workshop delegates and the in-
country National Secretaries on issues related to each transport mode. 
 
In addition there have been a number of debates with IGC TRACECA specialists within the 
workshop environment and outside it and many detailed technical discussions with delegates 
and their colleagues during country visits.  
 
Local office staff have also been encouraged to expand their technical skills in IT and project 
management, workshop management and language skills. 
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PROJECT PLANNING FOR NEXT REPORTING PERIOD  
 
May 2003 to December 2003 
 
General 
 
Information to be able to complete the TTT National Rail Coefficients was recently received 
from Kyrgyzstan and Armenia and will be processed in this period and the necessary data will 
continue to be chased from Turkmenistan and Tadjikistan. 
 
If this detail is made available at a later date the consultant can quickly generate the 
coefficients at any time prior to the project end. In practice, and as anticipated, it is expected 
that each railway will seek to amend the National Coefficient from time to time and 
arrangements will need to be made within the TTT Tariff Authority for this continuing process 
to be reviewed at agreed times, in the years to come. 
 
On ports and shipping the detailed report on Turkish ports will be completed, analysed, 
translated and circulated to all delegates by Email. 
 
On international road transport working papers will be completed in accordance with the 
protocol signed at the workshop in November 2002 and this will be circulated by Email ahead 
of the next international workshop in Baku on 2nd and 3rd July 2003. The agenda format of that 
workshop will follow the pattern of the successful workshop in November 2002. 
 
Visits to as many TRACECA countries will be made by the IGC Secretary General and the 
UPTFT Project Manager ahead of the planned meeting in Baku being organised by IGC 
TRACECA between UIC Paris and the Heads of TRACECA railways.  
 
Union International Des Chemins De Fer (UIC), Paris, will shortly conclude a cooperation 
agreement between IGC TRACECA and UIC and this will strengthen to knowledge and 
information base of the IGC TRACECA in Baku.  
 
This will also help to consolidate the work done in establishing the TTT rail tariff and 
encourage participation in the formation of a Council of Heads of Railways for TRACECA. The 
consultant will draft an outline agenda for this meeting, prepare a “Scope of Work” paper and 
write a detailed proposal for the TTT Authority identifying cost areas that will need to be 
considered. 
 
The consultant will also progress the intermodal nature of TRACECA and generate a 
framework to show the inter relationship between service providers and how they can work 
together for their mutual benefit. 
 
It remains critical for all workshop delegates to continue to accept ownership of the decisions 
made at the workshops and to apply their understanding and the implications of the new tariff 
and license fee structures proposed to their colleagues in each country. It is also important for 
them to help to convince the heads of their respective organisations the benefits that would 
follow implementation. The consultant is encouraged by the enthusiasm shown to date but this 
is a critical area and any subsequent lack of effort on the part of the delegates or change of 
delegates at this crucial time, could cause delays to implementation.  
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As stated before, the emphasis of the UPTFT project has gradually been moving towards 
concentrating on the effective use of National Secretaries and helping them to establish the 
agreed National Working Groups on Trade Facilitation (TF) as a development of the existing 
Border Harmonisation (HBCP) Working Groups as the HBCP working groups often contain 
users of border services that are the same people that already attend the UPTFT working 
groups. 
 
This policy is in no way detrimental to continuation of the international working groups, during 
the lifetime of the UPTFT project, but it is recognised that in the longer term the National 
Secretaries located in each country are the prime catalyst for progress and sustainability of 
the TRACECA Programme through their TF Working Groups. 
 
There remains a need to clarify, even more than has been achieved to date, the role and 
function of the TRACECA National Secretaries and to develop their job descriptions.  
 
During this period the Common Legal Basis for Transit Transportation Project (CLBTT) will 
clarify the task and functional descriptions for National Commissions and the task, function 
and job descriptions for National Secretaries. Additionally, there is a need to clarify the 
reporting system method so that TRACECA related information is exchanged and recorded in 
a proper manner.  
 
CLBTT project continues to work closely with both the HBCP and UPTFT Projects where at 
least some of the outstanding longer-term tasks will be carried forward by them, as CLBTT will 
continue to operate beyond the planned completion date of UPTFT and HBCP projects. 
 
This policy conforms to the original ToR and evolution for this trio of TRACECA projects. 
 
Draft terms of reference for the UPTFT project within the TF working groups have previously 
been circulated and these will be tabled for adoption at the Tashkent meeting of National 
Secretaries in May 2003. 
 
Rail 
 
It will remain important to ensure that the project outcomes are sustainable beyond the project 
life. In this period a draft regulatory document will be submitted to the IGC providing a 
framework for the proposed TTT Authority, the scope of work for the Authority and a business 
plan. A Marketing and Pricing manual will be drafted as well as consideration to the legal 
status and structure of the CHR. Much of this work will need to be done in close cooperation 
with CLBTT project, using their legal expertise. 
 
Following the successful April 2003 workshop the next critical phase towards implementation 
will be during the National Secretaries meeting in Tashkent in May 2003, when the protocol, 
already signed by delegates, will be submitted for the endorsement of the National 
Secretaries, as representatives of their respective countries and of the IGC TRACECA within 
their countries. A proforma document has been generated by the consultant for them to sign 
to confirm their acceptance. 
 
The outcome of this meeting will form the basis for the TTT rail tariff proposals and TTT 
Authority plan to be put to the CHR meeting in July 2003 by the consultant. 
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Once the TTT rail tariff agreement has been endorsed it will then be possible for the 
consultants to develop price setting procedures that will include a pricing policy for discounts 
to be applied from the agreed normative tariff structure.  
 
In the past, delegates have been unwilling to discuss the level of discounts until the new 
formal tariff structure had been agreed. Now that this will be established it will be necessary to 
offer discounts in the short term to build up traffic in a consistent manner, but this time with 
confidence in the cost implications.  The discounted tariffs will be above normative short run 
variable cost levels which means that they will not operate at a loss but will contribute to the 
profitability of the enterprise.  These costs will also be defined in the final rail tariff working 
note.  
 
It is planned that the final meeting of the rail, ports and shipping workshop will be held by end 
November 2003 at a location to be agreed and will form part of the handover meeting to 
transfer responsibility from the international working groups managed under the UPTFT 
project, to the National Working Groups under the control of each National Secretary, in 
conjunction with the TRACECA Legal project (CLBTT). 
 
   
Ports and Shipping 
 
It was again emphasised during the April 2003 rail, ports and shipping workshop that ports 
tariffs for transit cargoes on TRACECA routes should be discounted to a level based on short 
run variable costs, and in principle this was agreed.  However, due to the implications of local 
conditions and restrictions, the consultant was unable to achieve the clarity on discount rates 
that was hoped for. Improvements to the wording of the previous protocol were made which 
reflect the best compromise that could be achieved. In reality it is felt that port service charges 
will make an insignificant difference to the overall tariff and that the level of discounts now 
offered is acceptable. 
 
The UPTFT will continue to promote the need for flexibility in tariffs to ensure additional traffic 
is encouraged to use the TRACECA route. 
 
Detail from the Turkish ports survey will be circulated by email but it is considered by the 
consultant that this will not significantly affect the conclusions and recommendations reached 
for the overall TRACECA policy. 
 
With all available data collected the final working document “Cost based Tariffs for Ports and 
Shipping, Analysis and Recommendations” has been widely circulated and in this period the 
emphasis will be on implementation issues, and feedback from users.   
 
 
Through TRACECA Tariffs (Intermodal)  
 
The idea of a TRACECA (intermodal) tariffs for rail, ports and shipping has been introduced to 
delegates at all workshops and in this period will be further developed. 
 
The existing agreement for Afghanistan humanitarian aid traffic is based on negotiated rates 
that have been simplified to point-to point US$ rates per container or wagon. This agreement 
now operates between 5 TRACECA countries for Humanitarian Aid movements to 
Afghanistan and Central Asia and it has generated some traffic for TRACECA that may 
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otherwise have gone another route. A further 4,000 tonnes of rice is anticipated to move soon 
and we anticipate substantial numbers of containers from Germany to move under this 
agreement shortly.  
 
At the workshop it was suggested that this agreement for Afghanistan special tariff could be 
extended as an experiment to encompass all additional traffic on TRACECA and in particular 
to encourage container movements. The delegates were receptive to the idea in principle and 
requested that a revised memorandum should be presented to them.  
 
In anticipation of this request, this draft memorandum had been included in the working 
papers given at this workshop but will be additionally be circulated by Email and raised at the 
National Secretary meeting in Tashkent on 22 and 23 May 2003 and at the CHR meeting in 
Baku due to be held in July 2003. 
 
Work will continue by the consultant to attempt to encourage each TRACECA railway to adapt 
the agreement on through rates for the Humanitarian aid policy for Afghanistan, for more 
general use to develop freight traffic, while the TTT system is established. The correlation 
between TTT rail tariffs and the Afghanistan rate has already been established and they are 
found to be compatible.  
 
The consultant will continue to seek the identity of organisations able and willing to take on 
responsibility for such intermodal activities but it is recognised that such initiatives that were 
taken in TRACECA in the past (Common Carrier) were not sustainable and the European 
experience in such organisations has not been successful.  
 
The way in which rates and tariffs are discounted for intermodal movements is the subject of a 
number of exercises undertaken at the April workshop, which will be refined and circulated to 
delegates. 
 
Work continues on the assessment of demand for TRACECA corridor and information 
continues to be obtained on the likely sensitivity of traffic flows on competing routes and 
transport modes. The generally unknown and unquantifiable effect of non tariff issues such as 
delays at border crossings and the relative number of borders to be crossed depending on the 
route will also need to be taken into account in alternative scenario analyses.   
 
It has been emphasised before, that it is important for all TRACECA railways, ports and 
shipping operators to monitor the improvements in transit traffic volumes resulting from 
reductions in tariffs. 
 
Road 
 
The inventory of transit fees and permits has been checked, revised, translated and during 
this period will be incorporated in the users’ guide published on the TRACECA website. 
 
A working paper will be prepared to provide a basis for discussions about a draft unified policy 
on transit fees, based on the agreements reached during the international workshop in 
November 2002. This paper will include a suggested framework for estimating transit fees. 
Based on available estimates of road use costs described in the previous working papers 
suggestions will be made about possible changes to the structure and level of transit fees. The 
working paper will be circulated to the delegates of the next international road transport 
working group in July 2003 and to the National Secretaries for their TF Working Groups, in 
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English and in Russian, in order to generate further discussion on the issues raised, prior to 
the workshop. 
 
The distribution of the paper will be followed up through Email correspondence and meetings 
to gain support for the proposals and to assist where necessary in the process of agreeing a 
unified policy. 
 
 
Trader Access  
 
The initial results of the trader access survey were presented previously and during the next 
project period the survey will be completed and published.  The observations relating to the 
effects of different market factors, including price, on rail traffic demand will be used to focus 
the consultant’s recommendations relating to rail tariff levels.   
 
A code of best practice has been drafted that relates to customer relations, negotiation 
procedures and compensation procedures and this work will be completed. 
 
User Guide 
 
The user guide has been established and further details will be added to it as they become 
available during this period. The web site is established and the user guide will be finalised 
during this period. 
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