men LAY

VO e e s s v
1 coml e s o &0(
;~
= & = .

THE SILR ROUTE
FOR THE 21 CENTURY

Project Completion Report

March 71997

administrative report

TRACECA Improvement
of Road Transport
Services Caucasus

' European Commission

TACIS




DHV Consultants BV

Laan 1914, no. 35

P.O. Box 1399

3800 BJ Amersfoort

The Netherlands
Telephone +31 - 334682500
Telefax  +31 - 334682601
fez@cons.dhv.nl


mailto:fez@cons.dhv.nl

March 1997

Project Completion Report

European Commission

TACIS

<&

administrative report

TRACECA Improvement
of Road Transport
Services Caucasus



ADMINISTRATIVE PROJECT COMPLETION REPORT

Project Title : Improvement of Road Transport Services (Caucasus)
Project Number : Traceca 94P508 (Contract # WW.94.07/04.01/B001)
Countries : Republics of Armenia, Azerbaijan & Georgia
Local operator EC Consultant
Name - Road Transport Departm. DHV Consultants
Ministries in 3 Republics
Address : -Zakian 10, Yer. Laan 1914 no. 35
-Thilissky Pr, Baku P.O. Box 1399
-12 Kazbegi, Thbil. 3800 BJ Amersfoort
Tel. Number : 563 391 (Yerevan) +31-33-468 2558
319 111 (Baku)
989 602 (Thilisi)
Fax Number - AT&T 151 832 (Yer.) +31-33-468 2601
38 50 00 (Baku)
+49 5151 13067 ext. 125 (Tbilisi)
E-mail address . udit@dhv.cons.nl
Contact Person : Mr. H.J. Kotchinian/ Ms. E. van Garderen

Mr A. Shachnazarian(Yer.
Mr. 1. Sadhykhov (Baku)
Mr. B. Dardjania (Tbilisi)

Signatures

Yerevan Baku Thilisi Consultant
Date of Report : 24 March 1997
Reporting period ! 1 January 1996- 24 March 1997
Author of report : Esther van Garderen

signature/date

EC M&E Team : NEI (Mr. H. Maters)
EC Co-ordinating Unit : Armenia

Azerbaijan

Georgia
TACIS Bureau : Mr. D. Stroobants

[Task manager]


mailto:udit@dhv.cons.nl

Project Completion Report

administrative report

TRACECA Improvement
of Road Transport
Services Caucasus

European Commission
TACIS

file K_4249.01.001
date 28 March 1997

registration number Traceca94P508

rev 1

© DHV Consultants BV

No part of these specifications/printed matter may be reproduced and/or published by print, photocopy, microfilm or by any other means, without the prior

<B

written permission of DHV Consultants BV; nor may they be used, without such permission, for any purposes other than that for which they were produced.
® — The quality management system of DHV Consultants BV has been approved against NEN ISO 9001.

H



DHV Consultants BV

CONTENTS PAGE

1 PROJECT SYNOPSIS 3
2 SUMMARY OF PROJECT PROGRESS SINCE THE START OF THE PROJECT 4
2.1  Introduction 4
2.2  Stage 1 Inception phase 4
2.3  Stage 2: Attempt to create Joint Ventures 4
2.4 Revision of Terms of Reference 4
2.5 Stage 3: Development of Business Plans 4
2.6  Stage 4: Assistance for Road Carriers Association in Armenia 5
2.7 Stage 5: Institutional Strengthening 5
2.8  Stage 6: Presentation of Conclusions and Recommendations and Project Completion 5
3 PROJECT PROGRESS IN FINAL PERIOD 6
4 OVERALL REPORT ON THE TOTAL PROJECT 10
4.1 Introduction 10
4.2 Overview of recipients and counterparts TRACECA IRTS Project 10
4.3  Stage 1: ‘Inception Phase’ and analysis of operating conditions 11
4.4 Stage 2: Attempt to create Joint Ventures 12
4.5 Stage 3: Development of Business Plans 13
4.6 Stage 4: Assistance with Road Carriers Association in Armenia 14
4.7 Stage S: Institutional Strengthening 15
5 LESSONS LEARNT AND RECOMMENDATIONS 19
5.1  Project preparation and management approach 19
5.2  Project duration 19
5.3  Revision of project focus 19
5.4 Recommendations for follow-up of the TRACECA IRTS Project 20
5.4.1 In-service Training of Professional Staff of Road Transport Departments 20
5.4.2 Joint Venture Creation or other means for co-operation 20
6 COLOPHON 22
APPENDICES:
- Signed copies of cover pages of reports (except for final inception report,
this cover page (with signatures of Azerbaijan and Georgia) unfortunately has gone
missing)
- letters of acknowledgement of recipients of business plans
- Request for follow-up project In-service Training for Professional staff of Ministry of
Transport by the Minister of Transport of Armenia, Mr. Henrik Kotchinian
- Terms of Reference for In-service training project
Separate appendix:
- Final Technical Report (2nd version)
Republics of Armenia, Azerbaijan and Georgia TRACECA Imp of Road Transport Services C: 28 March 1997, rev 1

Traceca%4P508

2



DHYV Consultants BV

PROJECT SYNOPSIS

Project Title 3 Improvement of Road Transport Services (Caucasus)

Project Number 5 Traceca 94P508

Country s Republics of Armenia, Azerbaijan & Georgia
Project objective(s):

- To facilitate development of the domestic and international road transport industries within
the Recipient States (Armenia, Azerbaijan and Georgia).

- To assist viable private/to be privatised or state autonomous operators in gaining an equitable
market share of international traffic.

Planned outputs

Planned output described in final inception report:
Pilot or demonstration business plans for common road cargo hauliers and, possibly, for
automotive support and service enterprises providing essential operational support to the
road transport industry.

- Identified foreign (West European) transport sector partners for joint ventures.

- Manual for investment decisions in capital (commercial vehicle operations related)
equipment.

Planned output added in revised Terms of Reference in October 1996:
- Advice on institutional restructuring of road haulage sector.

Project activities (see also form 2.2)

Liaise with recipient agencies/enterprises

Inception report(s)

Advice on improvement of maintenance and breakdown repair
Activities to support and facilitate JV creation

Development of Business Plans for selected autonomous operators
Institutional Strengthening in Armenia, Azerbaijan and Georgia
Final Technical Report

Project Completion Report

ool o Ll o

Target group(s):

- Road Transport Departments in Ministries of Transport (if existing),
- (International) road transport enterprises and (private) enterprises interested in providing
essential operational support to the road transport industry.

Project starting date  : 28 November 1995 (date of signing contract)
Project duration : until 28 March 1997

Republics of Armenia, Azerbaijan and Georgia TRACECA Imp of Road Transport Services C: 28 March 1997, rev |
Traceca94P508
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SUMMARY OF PROJECT PROGRESS SINCE THE START OF THE PROJECT

Introduction

The overall report on the total project (Chapter 4) follows the order of the Project Synopsis,
dealing consecutively with project objectives, project outputs and the activities undertaken in
order to achieve the objectives and outputs. The annexes contain the revised technical final
report, letters of acknowledgement of the recipients and other relevant background information,
including terms of reference for a follow-up project.

Stage 1 Inception phase

Stage 1 started in January 1996 and was initially planned to be 6 weeks, but it was extended
until June 1996. In June 1996, the inception report with 7 technical annexes was approved. The
general conclusion made in the inception report was that the most useful approach to finance
the procurement of equipment (vehicles, tyres and trailers) was to create Joint Ventures
between Caucasian and Western European operators. The first team leader was replaced by the
TACIS task manager with a new team leader.

In the inception report it was proposed to make a comparative analysis of the advantages of
TRACECA road corridor through the Southern Caucasian Republics. However, this proposal
was not approved by the task manager and TRACECA co-ordinator.

Stage 2: Attempt to create Joint Ventures between Caucasian and Western European
operators

Following the conclusion in the inception report, in July 1996, a mission was carried out to do
a survey among road transport operators in The Caucasus to track down candidates for Joint
Ventures. Several companies were evaluated suitable for this purpose. However, at this stage,
there was hardly any interest from the Western European side for Joint Ventures with road
transport operators in the Caucasus. At present, this situation has changed; it is very likely that
two Western European forwarders/operators will come to the Caucasus to discuss possible co-
operation, whereas a third firms has already started the preparations for a Joint Venture with
Gate East in Azerbaijan. Another company that intends to visit the Caucasus is Volvo Action
Services. This company is investigating possibilities for expanding their servicing network with
Georgia and Azerbaijan.

Revision of Terms of Reference

Since the attempt to create Joint Ventures was not successful, it was agreed with the recipients
and TACIS to revise the Terms of Reference and to focus TRACECA IRTS on institutional
strengthening of the road transport sector. In October 1996 the revised Terms of Reference
were approved by TACIS and the recipients.

Stage 3: Development of Business Plans

In October/November 1996 Consultants developed 4 business plans with operators in
Azerbaijan and Georgia. Selection criteria for candidates for business plan development were
that they were autonomous operators (not incorporated in Ministries) and that they were
evaluated viable by the operations experts. Based on these two criteria, 4 operators were
selected, Makro Trans and SovAvtoBaku in Azerbaijan and GIT and Tbilautoservice in

Republics of Armenia, Azerbaijan and Georgia TRACECA Impr of Road Transport Services C: 28 March 1997, rev |
Traceca94P508
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Georgia. Makro Trans is the only true private operator of these four, but the other three are
autonomous operators and partly privatised (GIT and Tbilautoservice) or soon to be privatised
(SovAvtoBaku).

In order to upgrade the knowledge of cost price calculation for road transport a manual on cost
price calculation for the road haulage sector was prepared. This manual was annexed to the
business plans.

Stage 4: Assistance for Road Carriers Association in Armenia

In Armenia, short technical assistance was given to the Road Carriers Association of Armenia.
Their initial organisation structure did not comply with IRU regulations and therefore their
application for membership would not be approved by IRU, if they would continue with this
structure. After consultation with the IRU, advice was given on the restructuring of the
Association and a revised ownership structure. In January 1997 IRU sent a Carnet TIR
specialist to Armenia to further work out the details.

Stage 5: Institutional Strengthening

Recommendations on institutional restructuring of the road transport sector were presented to
(future) Ministries of Transport in each of the three recipient republics. Although the starting
situation for each republic was very different, the final aim of advice on institutional
strengthening was to establish road transport departments in each of the Ministries of Transport
which facilitate and support the development of road transport. Country reports were made for
each republic separately.

Stage 6: Presentation of Conclusions and Recommendations and Project Completion

In March 1997 the Team Leader and the Institutional Expert visited the Caucasus to present
their recommendations and conclusions to the recipients in the Caucasus. Recommendations
were given to follow up the project with training in commercial road transport operations. The
terms of reference for this particular project are enclosed as annex 2 to the technical report.

The comments on the draft final report were processed after receipt of comments and remarks
by the monitor and TRACECA co-ordinator.

Republics of Armenia, Azerbaijan and Georgia TRACECA Improvement of Road Transport Services Caucasus 28 March 1997, rev |
Traceca94P508
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3 PROJECT PROGRESS IN FINAL PERIOD

See forms 2.2 ‘Project Progress report’, 2.3 ‘Resource utilisation report’ and form 2.4 ‘Output
performance report” on the three pages hereafter.

Republics of Armenia, Azerbaijan and Georgia TRACECA Impr of Road Transport Services C; 28 March 1997, rev |
Traceca94P508
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FORM 2.2 PROJECT PROGRESS REPORT

Title: Traceca IRTS

Project number: Traceca 94P508

Countries: Armenia, Azerbaijan, Georgia

I page: 1

Planning period: 01/01/1996-30/03/1997

Prepared on 28/03/1997

EC Consultant: DHV Consultants/NEA, Amersfoort/Rijswijk, Netherlands

Project Objectives: (1) To improve operating environment for road haulage in the Caucasus in order to facilitate development of road transport industries, and (2) to provide viable autonomous transport operators
technical assistance in order to strengthen their market position

No. | Activities Implemented TIME FRAME 1996-1997 INPUTS
MONTHS PERSONNEL EC | COUNTER OTHER
1996 1997 CONSULTANT (1) | PART (some of which estimates)
1 3 4 5 6 7 8 9 10 | 11 12 |1 2 3 4 | planned [ utilised planned | utilsd | 6 visa, 2 int. tickets,
1 liaise with recipient agencies XX 15 15 local travel, per diem
2 inception reports 1,2 and 3 X X 5 15 reporting, 120 pages
3 improvement of maintenance xx | xx X 19 20 1 ticket, local travel days,
management and breakdown per diem, visa
4 JV creation
4.1 | Suvvey/interviews to  select XXX 30 30 1 int ticket, local travel,
viable Caucasian road transport 21 days per diem and 3
operators (JV candidates) visa
4.2 | (Attempt to) Find Western XX XX 30 30
European Partners JV creation
4.3 | Attempt to organise business trip b3 X 20 30
to Caucasus
4.4 | Intermediate between western X X X x | x X 10 20
european and caucasian firms
5 Business Plans Development 2 ticket int. local travel
5.1 | business plan SovAvtoBaku X 10 10 per diem and visa, 130
5.2 | business plan Makro Trans X 10 10 pages reporting /
5.3 | business plan Tbilautoservice X 10 10 translations
5.4 | business plan GIT X 10 10
5.4 | Presentation and discussion of XX 10 10
plans with all 4 companies
6 Institutional Strengthening 3 tickets, local travel,
6.1 | Georgia: Ministry of Transport XX 20 20 6 visa, translations
6.2 | Armenia: Ministry of Transport XX 20 20 translations
6.3 | Azerbaijan: Azeravtonagliat x [ x 20 20 2 tickets, local travel,visa
7 Final Technical Report xx_ | xx | xx 30 30 translation (150 p),
7.1 | Presentation of Technical Rep in XX 20 20 translation presentations
workshop/seminars (30p)
7.2 | Revisions Final Report after XX 8 20 reporting and translation
monitoring and presentations 50 pages
8 Project Completion report X 5 5 reporting/translation 30 p
input local consultants (general XX | xx | xx | xx [ xx |xx | xx |xx |xx |Xx 198 121
co-ordination etc)
TOTALS 500 466




FORM 2.3 RESOURCE UTILISATION REPORT

Title: Traceca IRTS

Georgia

Countries: Armenia, Azerbaijan,

page: 1

Planning period: 01/01/1996-30/03/1997

EC Consultant: DHV Consultants/NEA,
Amersfoort/Rijswijk, Netherlands

Project Objectives: (1) To improve operating environment for road haulage in the Caucasus in order to facilitate development of road transport industries, and (2) to provide
viable autonomous transport operators technical assistance in order to strengthen their market position

RESOURCES/INPUTS TOTAL PLANNED (1) TOTAL REALISED AVAILABLE FOR REMAINDER
PERSONNEL

Team leader 1 77 77 | non applicable
Team leader 2 65 95

Operational Expert 76 76

Maintenance Expert 19 20

Business economist 65 77

Local co-ordinator Armenia 66 40

Local co-ordinator Azerbaijan 66 43

Local co-ordinator Georgia 66 38

Sub-total 500 434 | non applicable
EQUIPMENT AND MATERIAL

Sub-total non-applicable
OTHER INPUTS

Per Diem 230 230* | non-applicable
Local travel (day) 100 100*

Tickets Europe-Caucasus 11 12

Tickets within Caucasus 33 24

Interpreters (man day) 260 260*

Translation and reporting (page) 1.200 1100*

Rent of conference room (days) 33 0

Visa 0 24

(1 Amounts based on revised annex D: no. approved by commission on 1996
* estimates on 28/03/1997




FORM 2.4 OUTPUT PERFORMANCE REPORT

The output performance report 2.4 has been combined with the output performance summary form no. 3.3

Project Title:

| Project No: Traceca 94P508

Prepared on: 28/03/1997

EC Consultant: DHV Consultants BV/NEA Transport Research & Training,

Amersfoort/Rijswijk, The Netherlands

Output Results

Deviation from original plan

Reason for deviation (TOR)

Comments on constraints and assumptions




4.1

4.2

OVERALL REPORT ON THE TOTAL PROJECT

Introduction

The Project entitled TRACECA Improvement of Road Transport Services (TRACECA IRTS)
was awarded to DHV Consultants from The Netherlands on 28 November 1994, and the project
commenced in January 1996. The contract ending date of the project is 28 March 1997. This
chapter of the project completion report briefly discusses the project progress, recipients and
counterparts, project stages, its milestones, outputs and results.

Overview of recipients and counterparts TRACECA IRTS Project

DHYV Consultants BV

TRRC

G S N 2 : R r—..n,.,\ 5 mm'- z}‘a‘ . 7 R s Tt ; ‘M’_—;
Armenia | Ministry of Transport | H. Kotchinian Minister of Transport | Recipient Institutional
Strenghtening
Armenia | Ministry of Transport | A. Shachnazarian | First Vice Minister Recipient and counterpart
institutional strengthening
and co-ordinator of
TRACECA  projects on
behalf of the Armenian
Government
Armenia | Armenian Road Mr. Javachian President of recipient of assistance for
Carriers Association Association carnet TIR/setting up road
carriers association
Azerb. Ministry of Economy, | 1. Sadhykow Head of Department co-ordinator TRACECA
Department of projects on behalf of the
Transport and Azeri Government
Communications
Azerb. State Concern Husein Huseinov | President of State recipient and counterpart
Azeravtonagliat Concern Azerav- institutional strengthening
(Former Ministry of tonagliat
Road Transport)
Azerb. State Concern J. Mamedov Vice President of | recipient and counterpart
Azeravtonagliat concern institutional strengthening
(Former Ministry of Azeravtonagliat
Road Transport)
Azerb. Makro R. Housseinov President and owner recipient of business plan and
Transport Group counterpart for JV creation
Azerb. SovTransAvtoBaku E. Asadov Vice president counterpart and recipient
SovTransAvtoBaku business plan
Azerb. SovTransAvtoBaku Avaz Ahmedov President of recipient business plan
SovTransAvtoBaku
Azerb. Gate East A. Mamedov President of Gate East | candidate JV creation
Georgia | Ministry of B. Dardjania Chairman of the road | final recipient of
Transport transport department | institutional strengthening
Georgia | Ministry of Transport | G. Nakaidze Head of TRRC Co-ordinator of

TRACECA  projects on

Republics of Armenia, Azerbaijan and Georgia TRACECA Improvement of Road Transport Services Caucasus
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behalf of Georgian
Government
Georgia | Georgian Y. Gachechiladze | General Director of | recipient of business plan for
International GIT and Vice | GIT and  co-ordinating
Transporter (GIT) president of GIRCA | function on behalf of GIRCA
(Georgian Road
Carriers Association)
Georgia | Tbilautoservice Mr. Shurgaia General Director of | recipient of business plan for
Tbilautoservice Thilautoservice and possible
candidate for JV

Stage 1: ‘Inception Phase’ and analysis of operating conditions for road transport in
the Caucasian Republics

Stage | started in the first week of January 1996 and was initially planned to be 6 weeks, but it
was extended until June 1996. In the first stage from January -June 1996 the following missions
were made:

T 5 e P = TR T
Mission | Month | Bxperts R T
e ot | s e P b g S v RO

1 Jan. 96 Team Leader | - Inception phase
Operations Expert - Liaise with recipient agencies and

enterprises
- Identification of most important issues and
problems in the road haulage sector

2 April 96 | Team Leader I - Further research on the operating conditions

Maintenance Expert | for road transport operators and forwarders

- Research on workshops, maintenance and
breakdown repair

One of the main reasons for the deviation in planning was that inception reports 1 and 2 were
turned down by the Comission and the monitor. In June 1996, the inception report with 7
technical annexes was approved. It was concluded in the final inception report that the main
problems identified for the road transport sector in the Caucasian republics can be summarised
as:

(1) Obtaining suitable Euro standard heavy goods vehicles (20+ton payload HGV’s) and
sufficient spare parts at reasonable prices;

(2) Joining international conventions and arranging bilateral transport agreements;

(3) The lack of transport demand;

(4) Arranging required documentation for drivers to operate in- and transit through the
various foreign countries;

Republics of Armenia, Azerbaijan and Georgia TRACECA Impr of Road Transport Services C 28 March 1997, rev |
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(5) The lack of road transport regulations and institutional arrangements.

The general conclusion drawn in the final inception report was that a useful approach to
resolve the identified problems no. 1-3 in the road transport sector in the Caucasus was to try
and create Joint Ventures between Caucasian and Western European operators in order to
finance the procurement of equipment (vehicles, tyres and trailers). Problems no. 4 and 5 were
considered beyond the scope of the TRACECA IRTS project (although in a later stage of the
project, problem no. 5 was included).

At the closing of the inception phase, the first Team Leader (Mr. Klaus Broersma) was
replaced by the TACIS task manager with another Team Leader (Ms. Esther van Garderen).

Outputs/reports delivered in the ‘inception phase’:

- Draft inception report (February 1996)

- Updated inception report (May 1996)

- Final inception report with 7 technical annexes (June 1996)

- Action plan for business visit Western European JV partners (June 1996)

Stage 2: Attempt to create Joint Ventures between Caucasian and Western European
operators

The third mission was carried out in July 1996:

N0 AL

3 July 96 | Team Leader Il Survey among road transport operators to collect
Operations Expert | data and to select viable partners for JV creation
Discussion of inception report with recipient
agencies

Selection of autonomous viable operators for
business plan preparation

After the third mission in July, the road carriers associations of Denmark, Belgium, The
Netherlands, Germany and Austria were approached to find interested partners from Western
Europe. However, at this stage, there was hardly any interest from the Western European side
for Joint Ventures with road transport operators in the Caucasus.

At present (March 1997), this has changed, at least three firms from Western Europe are known
to have serious intentions to create a Joint Venture in the Caucasus or to seek other means for
co-operation. In paragraph 5.2 entitled ‘Recommendations for follow-up of the TRACECA
IRTS Project’ the chances for Joint Venture Creation are discussed more in-depth.

At the end of stage 2 it became clear that the attempt to create Joint Ventures was not
successful. The recipients -especially the road transport department in the Ministry of
Transport in Georgia- requested for advice on institutional restructuring and strengthening of
the road transport sector. Therefore, the Terms of Reference were revised in October 1996. The

Republics of Armenia, Azerbaijan and Georgis/ TRACECA Imp of Road Transport Services C; 28 March 1997, rev |
Traceca94P508
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recipients were informed in October 1996 on this revision and they promised their co-
operation.

outputs/reports delivered in stage 2:
- brochure entitled ‘Business opportunities for road haulage enterprises in the Caucasian
region.

Stage 3: Development of Business Plans

In October/November 1996 Consultants developed 4 business plans with in close consultation
with 4 operators in Azerbaijan and Georgia.

Within the frame of project component development of business plans, the following missions
were carried out:

4 Oct96 | Team Leader II Development of Business plans together with
Operations Expert | counterparts

Further data collection and research on the road
transport sector

Discussion of progress report, revision in Terms of
Reference and preparation of institutional
strengthening missions (see paragraph 4.7)

Assistance for Armenian Road Carriers
Association (see paragraph 4.6)

5 Jan 97 Operations Expert | Presentation of business plans and transfer of
knowledge of cost price calculation

Selection criteria for business plan development were:

(i)  selected firms should be autonomous operators (i.e. not incorporated in Ministries) and
(i) selected firms should be considered viable by the operations expert.

Based on these two selection criteria four operators were selected:

- Makro Trans and SovTransAvtoBaku in Azerbaijan.
- GIT and Thbilautoservice in Georgia.

Republics of Armenia, Azerbaijan and Georgia TRACECA Impr of Road Transport Services Ci 28 March 1997, rev |
Traceca94P508
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Makro Trans is the only operator with a 100 % private ownership, but the other three firms are
autonomous operators which are partly privatised (GIT and Tbilautoservice) or soon to be
privatised (SovTransAvtoBaku).

In order to upgrade the level of knowledge of cost price calculation in the road haulage sector, a
manual was produced on how to calculate cost prices in road haulage. The manual was
enclosed to the business plans for the operators.

Ministries of Transport received external versions of the business plans, without the
(confidential) statements on profits and losses, but including the TACIS manual on how to
make business plans and the manual on cost price calculation.

All four operators accepted the business plans, their letters of acknowledgement have been
annexed to this completion report.

Outputs/reports delivered in stage 3:

- Business Plan Makro Trans (internal and external version)

- Business Plan SovTransAvtoBaku (internal and external version)

- Busines Plan Georgian International Transporters (GIT) (internal and external version)
- Business Plan Tbilautoservice (internal and external version)

Annexed to all business plans are:

- TACIS manual on how to draw a business plan
- Manual for cost price calculation for the road haulage sector, entitled ‘Costing for tariff
construction’

Stage 4: Assistance with Road Carriers Association in Armenia

In Armenia, short technical assistance was given to the Road Carriers Association of Armenia.
Their initial organisation structure did not comply with IRU regulations and therefore their
application for membership would not be approved by IRU, if they would continue with this
structure. After consultation with the IRU, advice was given on the restructuring of the
Association and a revised ownership structure. In January 1997 IRU sent a Carnet TIR
specialist to Armenia to further work out the details with the Armenian road carriers
association.

Republics of A ia, Azerbaijan and Georgia/ TRACECA Impr of Road Transport Services C 28 March 1997, rev 1
Traceca94P508
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Stage 5: Institutional Strengthening

After the failure of attempts to create Joint Ventures within the frame of this project, it was
decided, in consultation with the local recipients and the monitor, to revise the Terms of
Reference. The following missions were carried out to investigate the institutional settings for
the road transport sector:

Institutional Expert | Institutional strengthening Armenia and Georgia

7 Jan/ Institutional Expert | Institutional strengthening Armenia, Azerbaijan
Feb 97 and Georgia.

The following activities were carried out within the institutional strengthening program:

- Analysis of existing institutional arrangements;

- Analysis of human resources available;

- Consultation and discussion with the counterparts on the key tasks of road transport
departments;

- Design of future key tasks for the ministries in consultation with the counterparts;

- Advice on the organisational structure for the road transport departments;

- Identification of training needs for staff given the new organisational structure.

Although the starting situation for each republic was very different, the final aim of the
institutional recommendation is to establish road transport departments in each of the
Ministries of Transport which facilitate and support the development of road transport.
Recommendations were given to each republic separately to reach this objective. Three
separate country reports were produced on how to strengthen the road transport sector in each
republic. Upon request of the Chief of the road transport department in Georgia, a comparative
analysis was made of the existing road transport licensing systems in Europe (limited to
freight).

Outputs/reports in stage 5:

- Report on institutional strengthening of road transport in Armenia

- Report on institutional strengthening of road transport in Azerbaijan

- Report on institutional strengthening of road transport in Georgia

- Comparative analysis of licensing systems in Western Europe

- Draft Terms of Reference for an in-service training program for the professional
staff of road transport departments in the Caucasus.

The country reports were integrated in the final technical report of February 1997.

Republics of Armenia, Azerbaijan and Georgia TRACECA Imp of Road Transport Services C; 28 March 1997, rev |
Traceca94P508
15




DHYV Consultants BV

Stage 6: Presentation of Draft Final Report in The Caucasus and project completion

In March 1997 the Team Leader and the Institutional Expert visited the Caucasus to present
their recommendations and conclusions to the recipients in the Caucasus. The report was well
received in Armenia and Azerbaijan, whereas in Georgia, the chief of the road transport
department has instructed Consultants to give additional recommendations.

The draft technical report were revised after the comments of TRACECA co-ordinator and the
monitor were received.

Republics of A ia, Azerbaijan and Georgia/ TRACECA Impr of Road Transport Services Caucasus 28 March 1997, rev |
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FORM 3.2 PROJECT COMPLETION REPORT

Project Title: Traceca Improvement of Road Transport Services

Project no: Traceca 94P508

Countries:
Armenia,
Azerbaijan
Georgia

Page: 1

Reporting Period: 01/01/1996-30/03/1997

Prepared on: 28/03/1997

EC Consultant: DHV Consultants BV/NEA transport research

& training

Amersfoort/Rijswijk, The Netherlands

INPUTS UTILISED

REPORTING PERIOD | MAIN ACTIVITIES UNDERTAKEN EC-CONSULTANT MATERIALS OTHER
AND
EQUIPMENT
28/11/95-01/07/96 liaise with recipient agencies and enterprises Total man days in this phase: total international tickets this phase:
investigate road transport sector operating conditions 110 international 4 round trips
investigate workshops, maintenance and breakdown total per diems this phase:
identification of most important issues and problems in 59
the road haulage sector in the Caucasus total local travel this phase:
inception phase 33
inception reports 1,2 and 3 total visa this phase:
01/07/96-01/09/96 progress report Total man days in this phase: total international tickets this phase:
survey among road transport operators 110 international 2 round trips
data collection 24 local total per diems this phase:
select viable partners for JV in Caucasus 44
find interested partners for JV from Western Europe total local travel this phase:
brochure ‘business opportunities for road haulage 18
enterprises in the Caucasian Republics total visa this phase:
6
01/09/28/03/97 revision of terms of reference Total man days in this phase: total international tickets this phase:

institutional strengthening Armenia
institutional strengthening Azerbaijan
institutional strengthening Georgia

4 business plans

manual: costing for tariff construction
comparative analysis licensing systems
final technical report

project completion report

revision of final technical report

125 international
97 local

6

total per diems this phase:
127

total local travel this phase:
38

total visa this phase:
(current estimate):

10




FORM 3.3 OUTPUT PERFORMANCE SUMMARY

Project title: Traceca Improvement of Road
transport services

project no: Traceca 94P508

Countries: Armenia, Azerbaijan, Georgia

Page: 11

Prepared on: 28/03/1997

EC Consultant: DHV Consultants BV in association with NEA transport research and training

output results

deviation from original plan

reason for deviation

comments on constraints and assumptions

transport market analysis

(including comparative analysis of
advantages as proposed by Consultants in
inception report)

Identified partners for JV creation

Business plans

Institutional strengthening
Armenia

Azerbaijan

Georgia

reporting

inception report
administrative progress report
draft final report

project completion report

not sufficient worked out at present

not successful during project period,

but now serious attempts are under

way:

- GTO transport (Netherlands)

- Nouveau transport and leasing
(Netherlands)

- Ewalls Cargo Care (Netherlands)

no deviations in time

Time delay only

time delay
no delay in comparison to inception 3
time delay

lack of transport data, difficult to obtain

initially no interest from Western Europe

ambiguous interpretation of TOR

(1) TOR was revised in October 1996,
therefore project was extended to end of
March

(2) second mission institutional strengthening
was delayed and outputs essential for final
report

(1) other consultants hardly co-operated in
providing reports and data, library in Brussels is
good initiative in this respect

(2) collapse of former system: data not available in
counterpart organisations

(3) traffic forecast project not rounded off when
TRACECA IRTS started

(4) Task manager did not approve comparative
analysis TRACECA corridor in comparison to
other routes

operators were extremely hesitant to invest in
region (how are investments protected ?, insurance
of vehicles, third party liabilities etc.) but interest
is growing now

delay second mission institutional expert
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53

DHYV Consultants BV

LESSONS LEARNT AND RECOMMENDATIONS

Project preparation and management approach

The project cycle which is common among the multilateral financiers was in the case of this
project not always favourable to the success of project. During the inception phase it became
clear that the Terms of Reference which were drawn long before the actual start of the project
did no longer meet the needs of the recipients in the Caucasian republics.

It took considerable time for the recipients in the Ministries of Road Transport (Armenia,
Georgia) or Economy (Azerbaijan) to understand the exact contents and limits of the project
and recipients in each country requested to completely revise the project. Each recipient
requested different project contents, depending on the problems the recipient
department/organisation were facing at that moment. For example, Armenia was especially
concerned with public transport, the recipients in Azerbaijan focused on training drivers and
mechanics, whereas Georgia requested for a new road transport codex and road taxation
system. These examples are only presented to show that interests varied in each country and
that it was not always easy to satisfy the recipients (varying) needs.

In retro-perspective, it also seems that the Terms of Reference have been somewhat ambitious
for the proposed budget and project duration. Especially the supporting objective to determine
the size and segmentation of the road transport market seems to have been too ambitious.
Consultants feel, that if the Project would have started after the TRACECA Regional Traffic
Forecast Project would have been completed, it might have been possible to have more output
in this respect.

The dissemination of reports between Contractors was not optimal in the first 10 months of the
Project. The establishment of a TRACECA co-ordinator for the Caucasus in Tbilisi and an
information centre in Brussels was a positive stimulus in the final stage of the Project.

The first monitoring report was collected in the TACIS co-ordinating unit in Armenia end of
July 1996. The second monitoring report of 19. September 1996 was never received in the
Contractors office.

Project duration

The project was foreseen to be completed within 10 months. However, it was extended to 16
months. The main delay was in the first 6 months (‘inception phase’).

Revision of project focus

The second half of the project has focused on institutional strengthening of road transport
department. This has certainly given a positive stimulus to the project. A clear need was
identified for recommendations on how to adjust the organisational structure of the road
transport departments to the changed (market oriented) environment for the road transport
sector.

Republics of Armenia, Azerbaijan and Georgia TRACECA Impr of Road Transport Services C; 28 March 1997, rev |
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5.4.1

54.2

DHYV Consultants BV

Recommendations for follow-up of the TRACECA IRTS Project

In-service Training of Professional Staff of Road Transport Departments in the Caucasus

Consultants have recommended to restructure the institutions involved in (future) road
transport policy making. As described in the report, the most critical step -and hence, the first
step- in the restructuring is to make a clear division between policy making (to set the rules and
regulations for an independent road transport sector) and operational activities (day-to-day
commercialised management of road freight haulage in autonomous enterprises). Of course, it
will not be easy for the professional staff of the various related organisations (the new policy
makers in the Ministries OR the new managers of autonomous enterprises) to adapt to the new
circumstances. Reorganisation is more than ‘shifting chairs’; the professional staff must be
equipped with the necessary knowledge and expertise for their new function.

Therefore it is recommended that the TRACECA Improvement of Road Transport Services
Project is followed up by a project entitled ‘In-service Training Program of Professional Staff
of Road Transport Departments in the Caucasus. Three main training themes have been
identified:

(1) Transport management for transport operators
(2) Management Information Systems for the Transport Sector
(3) Transport Legislation and Regulations

The Terms of Reference summarise the training courses and required budget for each course
and for the total project.

It is recommended to the (future) Ministries of Transport of Armenia, Azerbaijan and Georgia
to apply to the TACIS co-ordinating units to include this project in the TRACECA program.
The (draft) Terms of Reference made within the frame of this project can be taken as a starting
point for the future Training Project.

It is recommended to the TRACECA Co-ordinator for the Caucasus to assist the recipients in
their application where necessary.

Joint Venture Creation or other means for co-operation

In an earlier stage of the project, an attempt was made to organise a trip to the Caucasus with a
number of interested parties from Western Europe. However, at that stage, there was no
sufficient interest for Joint Venture creation

In December 1996, Consultants have placed an advertisement in the Dutch trade journal for
road carriers and this has led to a positive result: At the present, (March 1997) it is very likely
that three Western European forwarders/transport operators will undertake serious attempts to
start a Joint Venture in Azerbaijan or Georgia. The following companies are known to have this
intention:

- Nouveau Transport and Leasing BV (The Netherlands)
- GTO (The Netherlands)
- Ewalls Cargo Care (The Netherlands).

Republics of Armenia, Azerbaijan and Georgias/ TRACECA Impr of Road Transport Services C: 28 March 1997, rev 1
Traceca94P508
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DHYV Consultants BV

It is foreseen that a mission to Azerbaijan and Georgia will take place around May 1997 to
investigate possibilities for Joint Venture Creation in these countries. Team leader II and the
operations expert will organise the trip and accompany the Western European firms during this
mission. Although it is likely that the Dutch firms will finance the trip, the TRACECA co-
ordinator will be informed and consulted.

The TRACECA co-ordinator is requested to provide the consultants for the TRACECA IRTS
with other interested enterprises from Western Europe to join this mission (if any).

Republics of Armenia, Azerbaijan and Georgias TRACECA Imp of Road Transport Services C; 28 March 1997, rev |
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REPUBLIC OF ARMENIA
MINISTRY OF TRANSPORT

MINISTER
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TO WHOM IT MAY CONCERN

Dear Sir/Madam,

The Ministry of Transport of the Republic of Armenia have been informed and fully support the
conclusions and recommendations of the TACIS project entitled “TRACECA Improvement of Road
Transport Services.

In Annex 2 of the final technical report for this Project (dated 11 February 1997), Terms of Reference are
drafted for a recommended follow-up project entitled ‘In Service Training Program of Professional Staff
of Road Transport Departments in the Caucasus’. The Terms of Reference are enclosed to this letter.

We kindly request the World Bank and/or TACIS to consider the financing of this project for their future

programs. The project has a multi-country approach and aims at institutional strengthening of the road
transport sector through training of professional staff in the Ministries of Transport in the Caucasian

Republics.

Thanking you for kind attention in this matter, we remain,

yours sincerely,

Henrik J. Kotchinian
Minister of Transport of the Republic of Armenia

Qwugl:
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JOINT-STOCK COMPANY
GEORGIAN (NTERNATiONAL TRANSPORT

To: DITV Consultanta Lt
Att: Mrs. Esther van Garderen M A

From: Georgian Iniernaiionai Transporter (GIT)
R'{" Cr‘nnrr‘ \18"'\"\“"“\7 “
i IOyl

1. ol

We inform vou that we received the Businesspian of our firm presented

bv Mr. Dr.Harrv de Breet R.1.
We acc ‘ept this businesspian and will thank you for the work your firm

have done for GIT.

AdA Y W

With kind regards

Mr.tduard Merabishviii

~ A =
Deputy Manager /j /@’%

Lagobanggmmb baldndemn go. dnemabln 380060. 5 yob35300 J 12> Ao 385635 4y /myojuo 49 5151 13060 .3 141
12A AKazbegi Str., Tbilisi 380060, Republic of Georgia Tel: (8832) 385 635 Tel./Fax: 49 5151 13060 add 141



Monday, January 13, 1997

To: DHV Consultants BV
Ms. Esther van Garderen

Transportation Advisor
From: TBILAUTOSERVICE

Dear Ms. Garderen,

accepl : o s
We uceé the Business Plan for reorganization of TBILAUOTSERVICE and

appreciated work performed by Mr. Harry de Breet.

With Best Regards,

% ’ Mr. Nugzar Shurgaia
S T,

Director of Tbilautoservice

1YAdGMBIM. LISABOM LIBMBIRMIBY
B30 S3®MLIAZOLO
GEORGIA. JOINT-STOCK COMPANY
"“TBILAUTOSERVICE"
2043824038
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Baku, 18 March 1997

TO WHOM IT MAY CONCERN

Dear Sir/Madam,

I would like to express my gratitude to mrs. Esther van Garderen and mr. Harry de Breet from DHV
Consultants BV/NEA for their fruitful work on the creation of a business plan for the road transport
company SovTransAvtoBaku

The management accepts and agrees with the contents of the business plan and we trust that this business
plan will contribute to the improvement of the management and operations of SovTransAvtoBaku.

Yours sincerely,
SovTransAvtoBaku

Avaz Ahmedov i
AUS MARRWDOY b ———
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Baku, 15 March 1997

TO WHOM IT MAY CONCERN

Dear Sir/Madam,

I would like to express my gratitude to mrs. Esther van Garderen and mr. Harry de Breet from DHV
Consultants BV/NEA for their fruitful work on the creation of a business plan for my company Makro
Trans.

The work they implemented helped me a lot to establish activities in my company in a better way.

Yours sincerely,

Makro Transport Group
R !L £ LanAN ”F\
| OU {4 WZQ/AV —
R ussein A
Director of Makro Trans \0
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