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DESCRIPTION OF ABBREVIATIONS AND ACRONYMS
BSR – Baltic Sea Region

CIS – Commonwealth of the Independent States

GDP – Gross Domestic Product

EU – European Union

IT – Information Technology

LRDA – Latgale Region Development Agency

LO – Leningrad oblast

PMU – Project Management Unit

RA – Remote Access

RF – Russian Federation

RFID – Radio Frequency Identification

SDS – Spatial Development Strategy

SMP – Northern Sea Way (Severno-Morskoy Put)

SWOT – Strengths, Weaknesses, Opportunities and Threats

T&L – Transport and Logistics

TEN-T – Trans-European Network for Transport

TEU – Twenty-foot Equivalent Unit

TLC – Transport and Logistics Complex

VASAB 2010 – Vision and Strategy around the Baltic Sea 2010

1 EXECUTIVE SUMMARY
This report details the outline approach required to release the potential of the Latgale, Vidzeme Regions and Pskov and Leningrad Oblast by developing transport and logistics services.  It is the final study report of the study ""Analysis of Potential of Latgale, Vidzeme Regions and Pskov and Leningrad Oblast in the Field of Transport and Logistics Services", contracted within the INTERREG IIIA project REMOTE ACCESS (New Spatial Development Zone for Border Regions of Latvia and Russia - Connecting Potentials of Two Countries). 
The large-scale study is one of the steps in preparing the joint Spatial Development Strategy (SDS) for Latgale and Vidzeme Regions of Latvia and Pskov and Leningrad Oblast of Russia. There are three other transport and logistics related studies within the Remote Access projects: 

· Study on transport and supporting services in Latvian-Russian border area;
· Study on selection and establishment of technological parks and logistic centres in Latgale region;
· Study on selection and establishment of technological parks and logistic centres in Leningrad and Pskov oblast. 
The present report highlights current and future opportunities that arise in the target regions from the existing transport infrastructure as well as transport, passenger and cargo flows through the region. It analyses developments inside and outside the region related to production as well as logistics services and summarises the potential of the region in developing the services.  and transporthave been created through regions development resulting from EU accession, pan-European socio-economic-environmental development, regional development, transports and logistic initiatives, and changing patterns in regional/global trade.

The report has identified that important transport flows occur through the region in the directions Riga – Rezekne – Moscow, Warsaw – Kaunas – Daugavpils – Rezekne – Moscow and to a lesser extent Daugavpils – Rezekne. From the analysis it is evident that the transport flows will continue to increase. The report highlights opportunities stemming from these transport flows and actions needed to seize those opportunities. 
The main findings of the study are as follows: 

· Cargo flow East-West mainly by rail, West – East mainly by road.

· Majority of traffic through Latvian – Russian border is transit traffic, moreover carried by mostly Lithuanian freight forwarders.

· By rail mainly are transported Russian export  bulk cargos, the dynamic of such cargo cargos is very volatile, there is evidence that Russian export might decrease through Latvian ports, unless port facilities owned by Russians

· A growing segment of rail transit is container traffic that is connected with increasing import of finished goods of EU and Asian origin into Russia. There is a tendency for this traffic to increase.

· By road mainly are transported finished goods originating in the EU and destined for Russia. There is overwhelming evidence that cargo flow by road from the EU to Russia will increase in short-term and medium period, there is a question however which way this traffic will follow, considering poor traffic through Belarus

· Queues on the border are caused by the inadequate infrastructure of the border crossing points. It is likely that the traffic flows will increase, however investments are planned into improving the capacity of the border crossings.

· Most of the domestic traffic occurs within the region; moreover it is mainly bulk cargo (minerals, wood).

· Daugavpils branch of Transport and telecommunications institute can train specialists needed for logistics functions in companies in Pskov oblast.
· Transport and logistics services in the region and in the neighbouring regions are mainly concentrated around port areas, industrial centres and consumer markets
Based on the study results the potential for the development of the border regions based on transport and logistics infrastructure can be summarised as follows:

· Considering that goods flowing from Russia to Latvian ports are mainly bulk cargo, the potential for the region associated with capitalising on this cargo flow is limited;

· EU-Russia import, however offers opportunities for repackaging of goods, collecting and distributing to different locations, customs clearance, given location of the region on the crossroads of several key transportation routes. 

· Transport infrastructure presents opportunities for local producers to capitalise on opportunity to offer just-in-time delivery.

· Location on the EU-Russia border offers opportunities for non-EU companies to establish their final assembly facilities in the region, benefiting from favorable customs fee regime

· Location on the EU-Russia border offers opportunities for EU-based companies to establish their distribution centres for import into Russia
· The potential for the development of transport and logistics services in the region is associated mainly with small-to-medium scale developments servicing local industries as well as road transport

· Opening of new border crossings and improvement in road infrastructure in Vidzeme will allow development of new perspective transport corridor Russian border – port of Salacgriva

· Additional study should be launched on development of cooperation with goods senders and operators working on the transit path Kaliningrad – Kaunas – Daugavpils – Russian border – Moscow / St.Petersburg
2 INTRODUCTION
Partners of the project "New Spatial Development Zone for Border Regions of Latvia and Russia - Connecting Potentials of Two Countries” have ordered the present study "Analysis of Potential of Latgale, Vidzeme Regions and Pskov and Leningrad Oblast in the Field of Transport and Logistics Services (Ref.No. 2006/128-999). Current Trends and Development Opportunities" (Large Scale Study) from Grupa 93 (Contractor). The contract was signed between Latgale Regional Development Agency (Client) and Consultant on the 16th of March 2007.  It was based on the results of the procurement procedure LRAA/NIV-093/02. 
The overall objective of the Large Scale Study is to promote sustainable spatial development in the entire project area by creating a new spatial development zone and providing new ideas and approaches for development of border regions on both sides of EU/BSR border.

The specific objectives of the Large Scale Study are as follows:

1. to analyse the current situation as regards the flow of transport, goods and people in the project and to prepare proposals for common Spatial Development Strategy for the project area (new spatial development zone) with focus on Pskov and Leningrad regions in Russia;

2. to create basis and justification for further development of transport and logistics services in the project area with focus on Pskov and Leningrad regions in Russia;

3. to create sustainable cross border cooperation network which would include stake holders  from public, private and non governmental sectors at national and regional level thus promoting coordination and information exchange across the administrative borders and contributing to balanced and harmonized development planning in the project area with focus on Pskov and Leningrad regions in Russia.

The present report is the final study report and it corresponds to objectives 1 and 2 stated above. Figure 1 below presents the logic of this report through main blocks and main questions these blocks answer. In the beginning of each chapter the summary of it is presented in a way of answering these questions, to facilitate perception of the argumentation and the report. A similar figure representing main findings is found in the concluding chapter.
Objective 3 has been achieved through comprehensive involvement of stakeholders into the process of the study. .


[image: image1]
Figure 1: Logical structure of the report

3 STRATEGIC CONTEXT

[image: image2]
Latgale, Vidzeme Regions and Pskov and Leningrad Oblast are strategically positioned in a region that offers development benefit due to its geographical position and location relative to EU TEN-T corridor investment and access to Baltic ports. The development of the transport system and logistic services has the potential to:

· promote socio-economic-environmental development of the region to deliver the objectives of Baltic 21, VASAB 2010 Plus, INTERREG III, EU Lisbon strategy for economic growth and employment and EU Gothenburg strategy for sustainable development. 
· deliver a integrated political vision for the region demonstrating how all stakeholders can work together for mutually beneficial outcomes

· increase the competitiveness of the region through transport infrastructure development, business development

· attract new domestic and international businesses to the region through a business regime competitive with other regions

· create effective secondary transport links to Corridors 1 and 9 of the European Union TEN-T network and capitalise on the potential of pan-European connections

· delivering the objective of the Northern Axis detailed ‘Strengthening Transport Co-operation with Neighbouring Countries’ European Union Communication reference IP/07/119 to connect the northern EU with Norway to the north and with Belarus and Russia to the east together with a connection to the Barents region linking Norway through Sweden and Finland with Russia
· provide customers, both freight and passenger, with viable alternative routes to the areas of  demand and the Baltic ports

· capitalise on the anticipated increase freight transport to and from Asia via the trans-Siberian rail link

· contribute to delivering the European Union “White Paper: European Transport Policy for 2010: Time to Decide” on integration of the models of transport in an enlarged European Union
3.1 Main socio-economic indicators of the region

The key socio-economic information is representing a region that consists of Latgale and Vidzeme regions in Latvia and Pskov and Leningrad regions in Russia.

Table 1: Main data on the regions

	
	Latgale
	Vidzeme
	Pskov oblast
	Leningrad oblast
	St.Petersburg

	Area
	14547,2 km²
	15257,6 km²
	55,300  km²
	85 908,8 km²
	606 km²

	Population
	359 762 (2006)
	243 039 (2006)
	724 594 (01.2006)
	1 643 888 (01.2006)
	4 580 620 (01.2006)

	GDP, 2005 (thous. EUR)
	987 800
	805 583
	1 170 209
	6 059 763
	19 083 011

	GDP per capita, 2001 -2005 (EUR)
	1843

1699

2026

2133

2729
	1760

2036

2351

2737

3299
	944

989

1113

1300

1653
	1706

1778

2071

2707

3795
	2018

2258

2509

3168

4292

	Structure of GDP by sector %
	Mining and quarrying 0.2

Manufacturing 13.3 
Electricity, gas, steam and hot water supply  3.6
Construction 4.8 Sale, maintenance and repair of motor vehicles and motorcycles; retail sale of automotive fuel 11.9 

Hotels and restaurants 1 

Transport, storage,  communication 15.7 

Financial intermediation 3.1 

Real estate activities 6.3 

Public administration and defence; compulsory social security 15.2 

Education 8.9 

Health and social work 4.7 

Other community, social and personal service activities 3.6
	Manufacturing 19.1

Construction 5.5 

Sale, maintenance and repair of motor vehicles and motorcycles; retail sale of automotive fuel 16.2 

Hotels and restaurants 2 

Transport, storage and communication  5.6 

Financial intermediation 2.9

Real estate activities 6 

Public administration and defence; compulsory social security 10.2 

Education 7.6 

Health and social work 3.7

Other community, social and personal service activities 4.4


	Agriculture and forestry 11.3  Processing 17.9 Energy production 5.2
Construction 4.1 Mining 0.1
Trade 21.6
Hotels restaurants 1 Transport and communications 16.5
Finances 0 
Real estate 4
State organizations 6.6
Education4.3 
Health care and social services 4.9 Other services 2.5 


	Agriculture and forestry 9 Processing 28 Energy production 4.6
Construction 9.4 Mining 0.8  
Trade 11.5
Hotels restaurants 0.5
Transport and communications 20.8
Finances 0.1
Real estate 6.1 State organizations3 Education 2.4 Health care and social services 3.1 Other services 0.7
	Agriculture and forestry 0  Processing 20.9 Energy production3.5 Construction 5.7 Mining 0.1 
Trade 24.7
Hotels restaurants 1.4
Transport and communications 15.1
Finances 0.9
Real estate 12
State organizations 3.2
Education 4.3
Health care and social services 5.2 Other services 3.2

	Unemployment, %
	14.1 (2007) nva.lv
	6.9  (2007) nva.lv
	8 (01.01.2006)
	7.5  (2004) Petrostat 2005
	2.8 (2004) Petrostat 2005

	Structure of employment by sector %
	Agriculture and fishery 18.5

Energy and productuon 18.8 Construction 7.2

Trade and services 27

Social services  28.5
	Agriculture and fishery 17.6

Energy and production  17.9

Construction 8.1

Trade and services 28.9

Social services  27.6
	Information not available
	Industry and construction 30
Agriculture and forestry 1

Service sector 69
	Industry and construction 35

Agriculture and forestry 14

Service sector 51


Source of the data and date.

http://www.gks.ru/bgd/free/b01_19/IssWWW.exe/Stg/d000/i-vrp.htm GDP of Russian regions (goskomstat RF)

http://lenobl.ru/guide - official home page of Leningrad oblast 

www.nva.lv – state employment agency  

http://www.pskov.ru/ - official home page of Pskov region

Map below presents the project territory.
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Figure 2.  Project territory

SWOT of the region 
Table below details to primary SWOT for the Pskov, Leningrad oblast and Latgale and Vidzeme regions. 

Table 2: SWOT-analysis of Pskov, Leningrad oblast and Latgale and Vidzeme regions

	Strengths
	Weaknesses
	Opportunities
	Threats

	Seaside cross-border location – contact zone with EU (Finland and Estonia) 

Favourable investment and entrepreneur climate in the Region – the progressive legislative base of all three subjects of the Region

Diversified industrial capacity with high innovation constituent (first of all, in St.Petersburg)

Strong scientific, innovation and educational potential providing staff training and retraining and innovation development of the Region / country

The largest cultural and tourist’s centre of Russia (St.Petersburg, Staraya Ladoga, Pskov, etc.)

Strong transport and technological centre of RF including: largest seaports of Russia; river ports; motorway and railways included in the structure of international transport corridors (North – South and paneuropean corridor #9); airport “Pulkovo” - the largest one at the North-West of Russia; developed net of pipelines
	Ageing of population

Lack of qualified workers and engineering and technical personnel to provide functioning of existing and new industrial, transport and logistic, and other objects of economic of the Region. 

Underdeveloped logistic constituent of transport and technological complex of the Region

An acute lack of port capacities and rail/motorway connecting the ports with relevant designations against continues growth of cargo flows, including national transit;

Competition inside the regions for investments in development of industrial and transport and technology complex to the prejudice of cooperation
	Development and implementation of existing programmes, i.e. the projects on development of transport and technology complex of the Region;

Completion of Ring Motorway construction and technical arrangements;

Construction of passenger port on Basil Island, St. Petersburg;

Increase of capacity of Large St. Petersburg trade port;

Construction of “Western speedway diameter” and other motor/railways facilitating the access to the Large St. Petersburg trade port;

Construction of the second Ring Road (around St. Petersburg) in Leningrad Oblast;

Construction of port buildings in Ust-Luga and other LO ports;

Development of МТК, passing through the territory of the Region in North-South and West-East directions;

Location of new nigh-tech and power-consuming productions (motor-car construction, non-ferrous metallurgy, etc.);

Development of special economic zone in Ust-Luga;

Development and launch of interregional tourist routes
	Price slump for hydrocarbon products in the world result in investment reductions for opportunities of implementation of various projects;

Development of alternatives of transport corridors, going a roundabout Russia;

Growth slowdown/downturn of world economy (EU. USA, etc.) that would lead to cargo turnover and transit slump;

Socio-political destabilization in EU and the USA, predicated by expanding terrorism, major natural disasters, etc. resulted in axe of tourist inflow activity to the Region;

Stronger competition, including unfair play, for transit cargoes and tourist flows performed by interested countries/regions; 

Intensification of ecological problems, related to rapid development of industrial and transport and technology branches of economy of the Region

	Industrial capacity at two biggest Latgale cities – Daugavpils and Rezekne;

Existing transit flows through railway and motorway infrastructure

Developed agriculture and forest industry (mainly in Vidzeme) 

Latgale is popular travel destination for Latvian and foreign tourists 


	Population decrease and ageing in Latgale and Vidzeme regions

Lack of qualified workers  

Weak SME sector, low economic activity of population;  

Insufficient capacity of transit corridors (especially at LAT_RUS boarder crossing) and low quality of motorways 

Lack of investments in transport infrastructure development 


	Increase of capacity existing of border crossing points and opening of new border crossing points

Further development of various industries in Daugavpils and Rezekne (especially Rezekne special economic zone) 

Investment plans for improvement of quality of transit routes;

Further utilization of tourism potential in Latgale 

Potential for development of multimodal logistics centre at triangle Rezekne – Daugavpils – Jekabpils      
	Decrease of transit flow through Latvia due to political reasons;
Economic crisis in Latvia due to large current account deficit  that among others could affect transport industry;

  


In summary, the region has strengths including strategic geographical position and developed industry sector. However, challenges such as lack of qualified workforce and competition from countries with lower labour costs. 
Geographical location

Being at the intersection of sea, river, air corridors and, motor and railways, the Region possesses strong capacity in cargo flow and passenger traffic between the USA, Canada, EU and countries of Asian Region (primarily, South-East and Central Asia).

The Region holds the most advantageous geopolitical and geographical position of the main Russian strategic center in the sphere of cooperation both with EU and Baltic Region countries in particular.

The project territory comprises regions of Latgale, Vidzeme, Pskov and Leningrad oblast, as well as St. Petersburg. This area covers the border of Russia and Latvia, and accordingly the EU, the Russian – Latvian border is 275 km long.

The area's strategic geographical position determines its strengths and weaknesses. Several key transportation directions cross the region:

Moscow – Rezekne – Riga – Ventspils 

Moscow – St.Petersburg – Helsinki

St.Petersburg – Pskov – Rezekne – Daugavpils – Vilnius – Warsaw

Minsk – Vitebsk – Daugavpils – Riga

On the West and South-West, the Region borders upon Finland, Estonia, Latvia and Belarus; on the North and North-West there is an administrative border with RF Subjects – Republic of Karelia, Vologda, Novgorod, Tver and Smolensk Oblasts. St. Petersburg and Leningrad and Pskov Oblasts, affiliated with the Region, are the RF Subjects that alongside with Republics of Komi and Karelia, Arkhangelsk, Vologda, Kaliningrad, Murmansk and Novgorod Oblasts, and the Nenets Autonomous Area constitute North-Western Federal District of the Russian Federation. St. Petersburg is an administrative center of the District; the second largest city in Russia in population (after Moscow) and the forth is Europe (after London, Paris and Moscow).

Table 3: Distance from St. Petersburg to the largest cities in Europe, including the capital cities of Baltic Region countries

	Cities
	Distance, km

	
	air
	sea
	motor

	Moscow
	610
	-
	664

	London
	2070
	2258
	3050

	Paris
	2120
	-
	3070

	Berlin
	1310
	-
	2030

	Warsaw
	1033
	-
	1150

	Vilnius
	640
	-
	736

	Riga
	480
	724
	545

	Tallinn
	310
	350
	330

	Helsinki
	300
	320
	383

	Stockholm
	680
	685
	1950 (720 – ferry)


The territory of the Region is 141.2 thousand km2, including St. Petersburg (1.4 thousand km2); Leningrad Oblast (84.5); Pskov Oblast (55.3). On this indicator the Region cedes to Finland (337.0 thousand km2) and Belarus (207.6 thousand km2). However, the same time indicator is 2.2 – 3 times more that in Latvia (64.6 thousand km2) and Estonia (45.2 thousand km2).

The climate of the Region is mild continental and humid.

Natural resources potential of the Region (including fossils)

The most considerable potential in terms of natural resources is in Leningrad Oblast. There are substantial water resources (rivers, lakes, reservoirs), forest resources (annual volume of timber utilization is 8.5 million m3); over 80 deposits of various fossils are currently mined with new types of raw materials being constantly discovered. On the whole, the natural resources potential and its utilization within the regional economy are represented in the table below.

Table 4: Natural and raw materials resources and its utilization in the regional economy

	
	Types of natural and raw materials resources
	Utilization of natural and raw materials resources in the regional economy

	St. Petersburg 
	Deposits of sand and gravel materials, clay, sandstones, loamy soil and peat;

Water resources, including substantial resources of surface and underground waters

308 water objects

deposits of chalybeate medicinal mineral water (“Polyustrovo”).

Chloride sodium mineral water

Natural resorts zones on the coast of Gulf of Finland

Green plantations (38 thousand ha, 56 м2 of plantations per 1 resident).

Natural phenomenon, the “white nights”
	Industrial, housing and road construction

water transport/tourism

food industry (production of chalybeate medicinal mineral water)

Health and SPA tourism (Sestroretsk resort)

Health-improving tourism (Health and SPA complex of St. Petersburg)

Tourism and recreation activities

Tourism 

	Leningrad Oblast
	Operating deposits of sand and gravel materials, granite, limestone, sands, bauxite ore, clay, phosphorite, shale and peat; new discovered deposits of mineral pigments, magnetite ore with tin and silver and uranic mineralization; deposits of colored and trim stone, natural gas, bitumen and etc.

Water resources including significant stock of surface and groundwater
Water resources, including substantial resources of surface and underground waters.

Forest resources
	Industrial, housing and road construction

Building materials industry (production of lime, cement, ceramic panels, bricks, granite, etc., including export)

Chemical production (production of a mineral fertilizers, including export)

Non-ferrous metallurgy (production of aluminum and aluminum goods)

Water transport/tourism

Housing and communal services, food industries, fishery.

Timber, wood-processing and pulp and paper industries (saw-timber, furniture, cardboard, paper, etc., including export)

Tourism and recreation

	Pskov Oblast
	Deposits of peat, limestone, gypsum, loam, sands

Water resources, including substantial resources of surface and underground waters

Forest resources
	Industrial, housing and road construction

Building materials industry (production of lime, bricks, etc.)

Water transport/tourism

Housing and communal services, food industries, fishery

Timber, wood-processing and pulp and paper industries (saw-timber, furniture, etc.)

	Latgale region

	Deposits of peat, dolomite, sand, gravel clay, sapropel, freshwater limestone

Forest resources

Water resources 


	Peat is one of major natural resources and it is mainly exported.
Sand gravel and dolomite is used locally for construction and road building

Forest resources are processed locally and sawn timber is exported or used in construction locally but pulpwood is exported. 

Water resources are used mainly for tourism 

	Vidzeme region
	Deposits of peat, dolomite, sand, quartz sand, gravel clay, sapropel, freshwater limestone, gypsum

Mineral water

Forest resources.


	Peat is extracted and mainly exported.

Sand gravel and dolomite is used locally for construction and road building

Clay is used for production of building materials (bricks)
Mineral water is bottled and used for drinking
Forest resources are processed locally at well developed processing plants and sawn timber is exported or used in construction locally but pulpwood is exported.  


Substantial source of raw materials alongside with high level of energy supply of the Region (Leningrad Oblast Nuclear Power Station, Kirishi, Kirov and Pskov hydroelectric power station, Northern and St. Petersburg heat and power plant) allow not only to scale up the volumes of operating industries, but locate new high-tech and power-consuming productions – petrochemistry plants, non-ferrous metallurgy plants, automobile production and etc.

Summary of urban structure of the region 

The region included Leningrad Oblast, Pskov Oblast and East part of Latvia has mostly non-urbanized structure. However the developments of that region is under the great influence of large cities as St.Petersburg and Riga. The share of urban population in the region (excluded St.Petersburg and Riga) is 66,58 %.

On the Russian side the population is mostly concentrated in St.Petersburg – 4,6 mln which also included  8 towns in its administrative subordination. The population of Leningrad region 1,6 mln live mostly in 20 towns, Pskov oblast – 0, 74 mln in 14 towns. There are main characteristics of the largest (over 50 thousand people) cities/towns of the Region represented below.

Table 5: Main towns of the Region and their territorial specialization
	Towns
	Number of population (thousand people) 
	Territorial specialization

	St.Petersburg

	St.Petersburg
	4600,0
	Northern capital of Russia – the largest cultural, tourist’s, scientific and educational, transport and technological, investment and financial center of Russian Federation 

	Kolpino
	141,4
	Machine-building and metal-processing (JSC “Izhorskie zavody” (“Izhora's plants”)); light and food industry

	Pushkin
	97,0
	Machine-building and metal-processing (JSC “Tsarskoselskiy zavod” (“The plant of Tzarskoe Selo Settlement”), “Pushkinsky mekhanochesky zavod” (“The mechanical plant of Pushkin”), etc.); scientific-educational and innovation center; tourist and recreation center

	Petrodvorets
	77,0
	Machine-building and metal-processing (JSC “Petrodvortsovy chasovoy zavod” (“The watch-making plant of Petrodvorets”); scientific-educational and innovation center; tourist and recreation center

	Leningrad Oblast

	Vyborg
	81,2
	Machine-building and metal-processing (JSC “Vyborgsky sudostroitelny zavod” (“The ship-building plant of Vyborg”), LC “Helkama Forste Viipuri”); transport (Vyborgsky seaport); tourism

	Gatchina
	81,8 
	Machine-building and metal-processing ( JSC “Burevestnik”, “Krezo”, “Gatchinselkhozmash” (“Agricultural machineries of Gatchina”,) “Avangard”, etc.); woodworking, light and food industries; construction; transport; tourism

	Tikhvin
	68,0
	Machine-building and metal-processing (JSC “Transmash”, CJSC “TitranExpress”; woodworking, light and food industries; construction; transport; tourism

	Sosnovy Bor
	60,8 
	Electro energy, machine-building; food industry

	Kirishi
	55,5
	Oil-processing and chemical industry (“Kirishinefteorgsintez”); electric power engineering (Hydroelectric power station of Kirishi)

	Kingisepp
	50,3 
	Chemical industry – production of mineral fertilizers (LC “Phosphorit”; food industry

	Volkhov
	50,9 
	Non-ferrous metallurgy and chemical production (JSC “Volkhovsky aluminiy” (“Volkhov aluminium”) and JSC “Volkhovsky khimicheskiy zavod” (The chemical plant of Volkhov”); electric power engineering (Hydroelectric power station of Volkhov); transport (railway and motor-hub); tourism

	Pskov Oblast

	Pskov
	202,0 
	Machine-building and metal-processing (“Pskovmash”, the electrical machinery-building plant of Pskov, the cable plant of Pskov, etc.); woodworking; industry of building materials; light and food industry; transport; tourism

	Velikie Luki
	112,0 
	Machine-building and metal-processing (The plant for locomotive repair, JSC “Radiopribor”, JSC “Elvo”, etc.); woodworking; industry of building materials; light and food industry; transport 

	Latgale

	Daugavpils
	109,4
	Machine-building, metal processing, woodworking, food industry, chemical industry

	Rezekne
	36,8
	Electric and electronic engineering, woodworking, food industry, machine building

	Vidzeme

	Valmiera
	27,5
	Food processing, printing, textile industry, metalworking 

	Cesis
	18,1
	Metal working, woodworking, food processing


Neighbouring regions of other countries

The project territory borders with Eastern Estonia, South-Eastern Finland, North-Western Belarus and North-Eastern Lithuania. A short description of the border regions and their SWOT is given in a table below:

Table 6: SWOT-analysis of prospects for development of territories bordering with the Region
	Cross-border regions
	Strengths
	Weaknesses
	Opportunities
	Threats

	South-Eastern Finland

towns with population of over 50 thsd. people 

Kouvola, Kotka, 
Lappeenranta 
	Seaside cross-border location – contact zone of RF with EU operating also Russian transit from/to Europe through seaports Kotka/ Hamina by railway and motorway

The largest transport and logistic complex in Finland (railway, sea, river (incl. Saima channel), motorway and pipeline)

The largest industrial district in Finland participating in industrial-engineering cooperation with enterprises of Russia (oil-processing, cellulose and paper manufacture, steel industry, etc.)

“Royal Way” international tourist’s rout (Stockholm – Helsinki – St.Petersburg) and a lot of regional routs go through the Region’s territory. 
	Tough competitive struggle for Russian cargo flows (including transit) with Russian, Estonian, Latvian and Lithuanian seaports

Language barrier in relations with Russian partners

High value of cargo and passenger flows services (stevedoring, costs for fairway duty, etc.)
	Accelerated innovation development of transport and logistic complex of the Region and, as a consequence, reduction of value of cargo and passenger transportation services

Further development of industrial-engineering cooperation with enterprises of Russia, organization of joint enterprises with Finnish capital first of all in St.Petersburg and Leningrad Oblast

Development of partnership of Finland and Scandinavian states with countries of South-Eastern Asia (China, Japan, South Korea) and growth of container traffic by the Trans-Siberian Railway

Increase of goods turnover between the province and entities of RF and first of all with constituent entities entering in North-Western Federal District

Further tourism development
	Toughening of struggle for Russian transit with Baltic countries and Russian ports in Baltic and Northern basins (St.Petersburg, Arkhangelsk, Murmansk) 

Over-accelerated development of Russian seaports’ capacity due to density of finance and investment sources of the largest Russian manufacturers (of oil, coil, fertilizers, timber, etc.) 

Worsening of international situation at the market of hydrocarbon, decrease of volume of their mining and supply for export

	Estonia, 
Towns with population over 50 thousand people
Tartu, 

Narva, 
Kohtla-Jarve 
	Seaside cross-border location – contact zone of RF with EU operating also Russian transit from/to Europe through non-freezing seaport Sillamäe by railway and motorway

A large industrial region of Estonia 

Absence of language barrier - considerable proportion of Russian-speaking population among business elite and production workers 

Perfect knowledge of Russian reality and effective problem solution concerned with attraction of investments into regional economy 

Developed infrastructure of transport and tourism 
	Problems related to not-regulated Russian-Estonian relations (border, unwillingness of Estonia to render its economic waters (with more flat and deep bottom) for building of northern European gas pipeline, etc.)

Strategic aim of RF at reduction of volumes of its cargo transfer (incl. transit) in adjoining countries and accelerated construction of new and widening of existing Russian seaports

Tough competitive struggle for Russian cargo flows (including transit) with Russian, Finnish, Latvian and Lithuanian seaports
	Development of seaport Sillamäe capacity (at the present it is 10 mln tons; in sight just one of four terminals for oil reloading – Sillamäe-Oil - is going to be up to 20 mln. tons)

Levelling of railway tariffs for cargo transportation in Russian and foreign seaports after Russia’s entry in WTO that increase competitiveness of ports of the region 

Development of cross-border cooperation in the sphere of production, trade, tourism 

Increase of goods turnover between Estonia at whole and cross-border region particularly and constituent entities of RF
	Sudden deterioration of Russian-Estonian relations and, as a consequence, delay of implementation of investment projects with Russian capital and decrease of volume of transit cargo transfer from Russia to Western Europe through Estonian seaports 

Worsening of international situation at the market of hydrocarbon, decrease of volume of their mining and supply for export 

Toughening of struggle for Russian transit in Western Europe from Russian seaports as well as seaports of Finland, Latvia and Estonia

Development of alternative routs for cargo flows from Russia to Europe

	Belarus

Vitebsk Oblast (territory - 40,1 thsd. km2; population - 1,4 mln. people)

towns with population of over 50 thsd. people

Vitebsk, 
Orsha,
Novopolotsk, 
Polotsk 
	Cross-border location – zone of cargo and passenger flows services (incl. transit: in the area of North – South (from Finland and St.Petersburg to Belarus, Ukraine and Moldova) and in the area of West – North-East) 

Transit territory of branch pipeline “Druzhba” (“Friendship”) in Lithuania 

The largest industrial region of Belarus
	Development of economic of Vitebsk Oblast in part of its transport and technology constituent to a great extent is caused by not-regulated Russian-Belarus relations, particularly, concerning to transit of Russian hydrocarbon and other goods through Belarus’ territory (high customs duty, etc.) 

Competitiveness of Belarusian goods at whole and, particularly, produced in Vitebsk Oblast to a great extent is caused by low prices for Russian hydrocarbon and governmental support. Entry of Russia in WTO can essentially worsen situation in the sphere of Russian-Belarusian external economic relations
	Further development of transport corridor North – South in the area of Finland – St.Petersburg – Belarus – Ukraine / Black Sea. At the present 69% of export and 71% of import of CIS states to/from Russia falls to the share of Ukraine and Belarus 

Increase of goods turnover and production cooperation between enterprises of Vitebsk Oblast and enterprises of constituent entities of RF entering in North-Western Federal District
	Deterioration of relations of Belarus, Poland and Lithuania with Russia and her refuse to export hydrocarbon through territories of these countries (pipeline “Druzhba” and its branch to Lithuania through Vitebsk Oblast)

Essential reduction of transit potential of Vitebsk Oblast in connection with possible construction of pipeline Baltic Pipeline – 2 (Unecha – Primorsk) and closure of  pipeline “Druzhba”

 Opening of shipping line Rotterdam – Arkhangelsk that will be able to decrease volumes of traditional land cargo transportation from Western Europe to Russia 

	Northeast Lithuania

Utena and Panevezis regions  
Towns with population of over 50 thsd. people

Panevezis 
	Relatively good developed motorway network in region and two railway lines. 

Panevezis is developed agriculture area and an important industrial centre of Lithuania especially in foodstuff and electronics production.  

Utena is second most important tourism region after costal zone of Lithuania.  

Ignalina nuclear power plant (NPP). Produces more than 80% of electricity in Lithuania and acts as accelerator of regional economy. 


	Ignalina NPP image and concerns about its safety influence investor decisions for new projects.   

Decreasing and ageing population in the region
	Development of VIA Baltica motorway and Railway connection Moscow – Klaipeda port

Plans for development of Panevezis logistics centre (up to 1,0 – 1,5 mil. t. of freight

per year) (industry centre, big railway station)

Region has tourism potential based on its natural resources – lakes, spectacular landscape, National park etc)

Along with EU and state funding, Ignalina decommissioning fund provides significant source for sustainable energy development and other projects.   


	Closing of Ignalina NPP by 2009 will significantly decrease income of the region.

Possible political tensions with Russia could result in decrease of business relations in transit sector.

Decrease of transit flow through Lithuania due to development of Russian ports 




Proximity to Trans-European Transport Networks and Pan-European Transport Corridors

Trans-European networks is an initiative of the European Community aimed at facilitating implementation and development of the Internal Market, as well as re-enforcing economic and social cohesion. Transportation routes included in the TEN-T networks are considered to be major routes in the EU, therefore it is important to analyse what routes in the region are included in the TEN-T network. Moreover, 30 priority axes are outlined in the TEN-T development plan for the period of 2007-2013. It is important to acknowledge proximity to the priority axes as transportation speed and quality is likely to increase after investments are realized in the priority projects.
The following roads in the region are included in the TEN-T network:

· A1 connecting Riga and Ainazi (part of route E67 via Baltica and the 1st pan-European transport corridor)

· A2 connecting Riga and Valka 

· A12 connecting Jekabpils, Rezekne and Zilupe on the Russian border (part of the E22 route Holyhead – Amsterdam – Hamburg – Norrköping – Ventspils – Riga – Rezekne – Velikie Luki - Moscow – Ekaterinburg – Tyumen – Ishin);

· A13 connecting Russian border (Grebneva)-Rezekne-Daugavpils-Lithuanian border (Medumi), (part of route E262 Kaunas – Ukmerge – Daugavpils – Rezekne – Ostrov);

· A6 Riga-Daugavpils-Kraslava-Belarussian border 

The following railways are included in the TEN-T network
· Riga – Valka (Estonian border) - a part of TEN-T priority axe rail Baltica
· Riga – Krustpils

· Krustpils – Rezekne – Zilupe (Russian border)

· Krustpils – Daugavpils – Indra (Belarus border)

· Eglaine (Lithuanian border) – Daugavpils – Rezekne – Karsava (Russian border)

One of the TEN-T priority axes – Rail Baltica is crossing Latvia North to South and is following railway link Riga – Lugazi in Vidzeme. Although there are uncertainties about specifics of Rail Baltica developments, it is clear that the adjacent regions will benefit in the future from fast access Rail Baltica will provide to the markets of Northern and Central Europe.
The Russian part of the region is located within the pan-European Corridor #9: Helsinki – SPB – Moscow – Kiev – Odessa (the Black Sea).

Latvian part of the project area is neighbouring pan-European transport corridor #1 (Helsinki – Tallinn – Riga – Kaunas with two branches thereafter to Warsaw and Kaliningrad - Gdansk respectively) 
4 TRANSPORT TRENDS - GLOBAL AND REGIONAL
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4.1 Trade and cargo streams between Russia and other world’s region

In accordance with RF Transport Development Strategy until 2010, the realization of comprehensive infrastructure projects, aimed at elimination of the weak spots on the main directions of international transport corridors and their branches (development of Moscow and SPB transport hubs), creation of alternative routes on the direction of maximum concentration of external trade and transit cargo flows will allow to attract over 20-25 million tons of transit cargoes by 2010. Development of airport hubs network, mainly on the basis of Moscow air unit will allow to increase the volume of transfer passengers transportation 8-10 times and raise their number up to 3-4 million passengers a year within a period from 2005-2010 [10]. NB: passenger turnover of the only international airport of the Region “Pulkovo” was 5 million people in 2006.

The most significant trend of recent years is a trend of active formation and development of new regional canters of economical growth, and first of all, countries such known as BRIC group (Brazil, Russia, India, China). These countries are developing so rapidly that foreign specialists (in particular, consulting company “Goldman Sachs”) forecast that, for example, GDP of China will leave behind GDP of USA by 2050 and will amount astronomical sum equal 44.5 trillion USD (see table).

Table 7: Forecast of GRP growth (bln. USD)

	
	2000
	2010
	2025
	2050

	China
	1078
	2998
	10213
	44453

	USD
	9825
	13271
	18430
	35165

	India
	469
	929
	3174
	27803

	Japan
	4176
	4601
	5567
	6673

	Brazil
	782
	668
	1695
	6074

	Russia
	91
	847
	2264
	5870

	Great Britain
	1437
	1876
	2456
	3782

	Germany
	1875
	2212
	2604
	3693

	France
	1311
	1622
	2095
	3148


Mentioned trend has found its reflection in further development of international transport corridors system in the area of East – West and North – South. Due to its geographical and geopolitical location in that system Russia plays a very important part. “Northern sea way” (SMP), “The Trans-Siberian Railway” (TS), “North – South” corridors, pan-European transport corridors PE-1 and PE-9, “Primor’e-1” (PR-1) and “Primor’e-2” (PR-2) corridors go through Russian territory as well as others.   

Development of foreign trade of Russian Federation

Foreign trade turnover of RF increased almost in 2.5 times for period of 2000 – 2005 (see). 
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Figure 3: RF external trade dynamics

* complied on the materials from «External trade of RF in 2005» (www.gks.ru) [12]
At the same time, the volume of export supplies was 2 times ahead of import volume, providing the positive balance of external trade turnover. The particularly active external trade of RF was with the States of Northern and Central Europe, which share in 2005 was about 41% of all external trade turnover of Russia (see table below).

Table 8. Geography of external trade turnover of RF in 2000 and 2005 (USD, million)

	Counties and regions
	2000
	2005
	Growth of external trade turnover

	
	million USD
	%
	million USD
	%
	

	Total external trade turnover
	149895
	100,0
	368872
	100,0
	2,5 times

	External trade turnover with European countries
	90626
	60,5
	237012
	64,3
	2,6 times

	Countries of Northern Europe (Baltic Basin), total

Including Germany

          Belarus

          Poland
	34897

13130

9278

5168
	23,3

8,8

6,2

3,4
	78183

32996

15834

11368
	21,2

8,9

4,3

3,1
	2,2 times

2,5 times

1,7 times

2,2 times

	Countries of Central Europe, total

Including Netherlands

          Switzerland

          Great Britain
	24761

5089

4128

5531
	16,5

3,4

2,8

3,7
	72163

26543

11351

11053
	19,6

7,2

3,1

3,0
	2,9 times

5,2 times

2,7 times

2,0 times

	Countries of Southern Europe (Black Sea and Mediterranean Sea Basin), total

Including Italy

          Ukraine

          Turkey
	30968

8466

8675

3447
	20,7

5,6

5,8

2,3
	86666

23465

20180

12595
	23,5

6,4

5,5

3,4
	2,8 times

2,8 times

2,3 times

3,7 times

	EU countries
	63811
	42,6
	176920
	48,0
	2,8 times

	External trade turnover of with leading counties of South-West Asia

Including China

          Japan

          South Korea
	10864

6197

3336

1331
	7,2

4,1

2,2

0,9
	36246

20307

9575

6364
	9,8

5,5

2,6

1,7
	3,3 times

3,3 times

2,9 times

4,8 times

	Other countries
	48405
	32,3
	95614
	25,9
	2,0 times


* The table is based on materials from www.gks.ru, not including external trade tturnover of Russia with Baltic countries and former Yugoslavian republics.

Table 9. External trade turnover of RF with the EU countries in 2000 and 2005 (USD million)*

	EU counties
	2000
	2005
	Growth

	Austria
	1177
	3562
	3,0 times

	Belgium
	1238
	3934
	3,2 times

	Bulgaria
	701
	2141
	3,1 times

	UK
	5531
	11053
	2,0 times

	Hungary
	2810
	6103
	2,2 times

	Germany
	13130
	32996
	2,5 times

	Greece
	1398
	2118
	1,5 times

	Denmark
	770
	1645
	2,1 times

	Ireland
	394
	997
	2,5 times

	Spain
	1381
	4048
	2,9 times

	Italy
	8466
	23465
	2,8 times

	Cyprus
	1758
	5013
	2,9 times

	Latvia
	н/д
	1476
	-

	Lithuania
	н/д
	н/д
	-

	Luxembourg
	55
	123
	2,2 times

	Malta
	н/д
	н/д
	-

	Netherlands
	5089
	26543
	5,2 times

	Polands
	5168
	11368
	2,2 times

	Portugal
	56
	1483
	26,5 times

	Romania
	1000
	3296
	3,3 times

	Slovakia
	2227
	3692
	1,7 times

	Slovenia
	н/д
	н/д
	-

	Finland
	4062
	10740
	2,6 times

	France
	3090
	9781
	3,2 times

	Czech Republic
	2112
	4805
	 2,3 times

	Sweden
	2198
	4178
	1,9 times

	Estonia
	н/д
	2360
	-

	On the whole in EU
	63811
	176920
	2,8 times


* compiled on the materials from «External trade of RF in 2005» (www.gks.ru)
Main partners in the sphere of foreign trade are shown in the table below.
Table 10. Main partners of Russia in foreign trade relationships

	№
	Export
	The share in the total volume of export (%)
	№
	Import
	The share in the total volume of import (%)

	1
	The Netherlands
	10,2
	1
	Germany
	13,5

	2
	Germany
	8,2
	2
	Ukraine
	7,9

	3
	Italy
	7,9
	3
	China
	7,4

	4
	China
	5,4
	4
	Japan
	5,9

	5
	Ukraine
	5,1
	5
	Belarus
	5,8

	6
	Turkey
	4,5
	6
	USA
	4,6

	7
	Switzerland
	4,3
	7
	Italy
	4,5

	8
	Belarus
	4,2
	8
	Republic of Korea
	4,1

	9
	Poland
	3,6
	9
	France
	3,7

	10
	Great Britain
	3,4
	10
	Kazakhstan
	3,3

	11
	Finland
	2,3
	11
	Finland
	3,1

	12
	USA
	2,6
	
	
	


As evident from the table the main foreign trade partners of RF are EU states. But at the same time recently the share of South-Eastern Asia states (China, Japan, Korea) has increased in the foreign trade turnover of RF. Within CIS states the greatest activity remains with Ukraine, Belarus and Kazakhstan. 89.2% of Russian export and 88.2% of import fell at these countries in 2005. In spite of existing problems trade with Russia for CIS countries is prior and comes to over 50% of total goods turnover and for Ukraine, Belarus and Kazakhstan is over 70%.
Commodity structure of export and import of Russia in 2005 is represented at pictures 2 and 3, based ont the data from “RF External trade in 2005” (www.gks.ru) [12]. 
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Figure 4: Commodity structure of RF exports
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Figure 5: Commodity structure of RF imports

Within the current commodity structure of external trade of RF prevail over export supplies of fuel and energy raw materials (oil, natural gas, coal) (64.6% of total export) and ferrous non-ferrous (16.9%). The most part of import (44%) is cars, equipment and vehicles (see table)

Table 11. Dynamics of commodity structure of external trade of RF during 1995-2005 (%)

	Main cargo groups
	Export 
	Import 

	
	1995
	2000
	2005
	1995
	2000
	2005

	Foodstuffs and agricultural products
	1,8
	1,6
	1,9
	28,1
	21,8
	17,7

	Mineral products
	42,5
	53,8
	64,6
	6,4
	6,3
	3,1

	Chemical industry products
	10,0
	7,2
	6,0
	10,9
	18,0
	16,5

	Lumber and pulp and paper products
	5,6
	4,3
	3,4
	2,4
	3,8
	3,3

	Textile, textile products, footwear
	1,5
	0,8
	0,4
	5,7
	5,9
	3,7

	Metals, gems and work pieces
	26,7
	21,7
	16,9
	8,5
	8,3
	7,7

	Machinery, equipment and means of transport
	10,2
	8,8
	5,6
	33,6
	31,4
	44,0

	Other products
	1,7
	1,8
	1,2
	4,4
	4,5
	4,0


* compiled on the materials from «External trade of RF in 2005» (www.gks.ru)
At present Russia holds first place in the world by the export of natural gas, platinum, rough diamonds, nickel, nitrogen fertilizers and aluminium; second place by supply of conventional armaments; third and fourth places by supply of oil and oil products, electric power, rolling of ferrous metal and potash fertilizer. In medium-term prospect (10-15 years) export structure will hardly undergo serious changes, however there will the share of processed primary products – oil, liquefied gas, coke, timber products, etc. 
The structure of import will probably not undergo serious changes too except some increase of the share of machinery, equipment and transport, and decrease of the share of foodstuffs as well as cellulose and paper industry and chemical industry due to import vicarial manufacturers development.

2.2. Distribution of turnover of goods among various entry /exit points

Sea transport is considered to be one of the most active agents of foreign trade affairs of Russia with distant countries. On some estimations, its share is up to 80% of all external trade cargo turnover of Russia. In 2006 the cargo turnover of the Russian ports was estimated at 427.2 mi lion tons (see table). 

Table 12. Cargo Turnover of Russian Sea Ports in 2006* 

	Sea regions  of Russia
	Turnover 

(million tons)
	Share of sea ports in total cargo turnover (%)

	North-West RF, total

Baltic basin

Arctic basin
	191,2

154,2

37,0
	44,8

36,1

8,7

	South RF, total

Azov/Black sea basin

Caspian sea basin
	166,3

156,1

10,2
	38,9

36,5

2,4

	Far East RF, total
	69,8
	16,3

	Total
	427,3
	100,0


* the table is compiled of the basis of materials from “Stividor market of Russia: results – 2006” [7]

Table 13. Goods turnover and specialization of main Russian ports, participating in Russian cargoes transfer, including transit, in 2006 (mln of tons)*

	Ports location
	Turnover 
	Ports specialization​

	North-West RF, total

Baltic basin

Saint-Petersburg

Primorsk

Vyborg/Vysotsk

Ust-Luga

Kaliningrad

Arctic basin

Murmansk
Kandalaksha

Arkhangelsk
	191,2

154,2

54,2

65,9

15,1

3,8

15,2

37,0

31,6

0,2

5,3
	multiple-discipline; bulked cargoes, liquid, general cargoes, refrocargoes, containers

oil harbour
bulked and general cargoes, containers / bulked cargoes (coal) and oil products  LukOil2

multiple-discipline (at present – bulked cargoes)

multiple-discipline; bulked cargoes, liquid, general cargoes, refrocargoes, containers

Coal, apatite, pellet, ferrous metal, nonferrous metal, ferroalloy cargoes

Apatite, coal, alumina, scrap metal cargoes

Cabotage, bulked, general, container cargoes

	South RF, total

Azov/Black sea basin

Novorossiisk

Tuapse

Rostov

Tamansky

Eysk

Taganrog

Others (< 2 mln of tons)

Caspian sea basin

Makhachkala

Astrakhan/Olya
	166,3

156,1

113,6

21,3

5,2

4,7

3,3

2,5

5,5

10,2

5,5

4,7
	Bulk-oil, bulked cargoes, oil products, dry cargoes

Bulk-oil, dry cargoes

Grain, scrap metal cargoes, ferrous metal, agricultural production, saw-timber

Bulk-oil, grain, sulphur

General cargoes, food pouring fertilizes, ferrous metal, grain, agricultural production

Bulk-oil, ferrous metal, coal, timber, container, alumina, glass, ore, chemical cargoes

Mineral oil, oil products, ferrous metal, coke, containers, grain, chemical cargoes, timber

Metals, bulk-oil, saw-timber, sulfur, containers, ro-ro cargoes

	Far East RF, total

Vostochny

Vanino

Nakhodka

Vladivostok

Others (< 5 mln of tons)
	69,8

20,5

14,0

13,4

11,5

10,4
	Coal, container, food pouring fertilizes, saw-timber, ore, ferrous metal cargoes

Timber, saw-timber, ferrous metal, nonferrous metal, ore, coal, containers

Ferrous metal, oil products, timber, container, crow-bar, nonferrous metal, ore, coal, coke, refrigerated cargoes

General cargoes, timber, container, pouring, bulked cargoes, piled cargoes



	Total
	427,3
	


* the table is compiled of the basis of materials from “Stividor market of Russia: results – 2006” [7]

Table 14. Goods turnover and specialization of main foreign ports of Baltic and Black sea basin, participating in Russian cargoes transfer (including Russian transit)
 (mln of tons or thousand TEU)*

	Ports location
	2006
	Ports specialization​

	Baltic basin

	Latvia (mln of tons), total

Incl.: Ventspils
          Riga

          Liepaja
	58.4

29.1

25.3

4.0
	multiple-discipline; bulked, liquid, general, refrigerated cargoes, containers

multiple-discipline; bulked, liquid, general, refrigerated cargoes, containers

oil harbour

	Estonia (mln of tons), total

Incl.: Tallinn
	41.2

41.2
	multiple-discipline; bulked, liquid, general, refrigerated cargoes, containers

	Lithuania (mln of tons), total

Incl.: Klaipeda

         Butinge
	29.4

23.5

5.9
	multiple-discipline; bulked, liquid, general, refrigerated cargoes, containers

oil harbour

	Finland (thsd TEU), total

Incl.: Kotka

         Helsinki

         Hamina

         Rauma
	1393,7

452,4

416,7

168,2

161,1
	containers and timer-export cargoes

multi-purpose cargoes (container first of all) and passenger port

container and timer-export cargoes

container and timer-export cargoes

	Black sea basin

	Ukraine (thsd TEU), total

Incl.: Odessa

         Il’ichevsk
	719,6

395,6

324,0
	multi-purpose cargoes (container first of all) and passenger port

multiple-discipline (container first of all); grain etc.


* the table is compiled of the basis of materials from “Stividor market of Russia: results – 2006” [7]

The North-West of Russia accounts for the largest transhipment volume of cargo – 191.2 million tons (7.5% more by 2005). In 2005, the foreign trade cargo turnover, processed in the sea ports of Russia was 367.3 million tons, including 342 million tons of exported and 25.3 millions imported cargoes. At the same time 13% of export and 51% of import cargoes were accounted for the leading national sea port – the Large Port of St. Petersburg (see table below).

Table 15. Volumes of export/import cargo processing in the RF ports in 2005

	Name of export cargoes
	Volume of processing
	Name of import cargoes
	Volume of processing

	
	mln. tons
	%
	
	mln. tons
	%

	Total  
	342.0
	100.0
	Total  
	25.3
	100.0

	including the port of St. Petersburg
	44.6
	13.0
	including the port of St. Petersburg
	12.9
	51.0

	Oil products
	57.9
	100,0
	Containers 
	11.2
	100.0

	including the port of St. Petersburg
	15.1
	26.0
	including the port of St. Petersburg
	7.4
	67.0

	Ferrous metals
	28.1
	100.0
	Refrigerator cargoes
	4.0
	100.0

	including the port of St. Petersburg
	4.4
	16.0
	including the port of St. Petersburg
	3.3
	82.0

	Timber cargoes
	15.4
	100.0
	Bulked foodstuffs cargoes
	0.3
	100.0

	including the port of St. Petersburg
	3.5
	23.0
	including the port of St. Petersburg
	0.2
	67.0

	Mineral fertilizers
	14.7
	100.0
	Other types of cargo
	9.8
	100.0

	including the port of St. Petersburg
	7.2
	49.0
	including the port of St. Petersburg
	2.0
	20.4

	Metal scrap 
	7.3
	100.0
	The table is compiled of data presented in the Concept of St. Petersburg transport and logistics complex development, working out by Scientific and Research Project Institute of Territorial and Transport Infrastructure Development 

	including the port of St. Petersburg
	3.4
	46.0
	

	Non-ferrous metals
	3.4
	100.0
	

	including the port of St. Petersburg
	1.6
	48.0
	

	Other types of cargo
	215.2
	100.0
	

	including the port of St. Petersburg
	9.4
	4.4
	


According to assessments made at the end of 2006, the decrease in cargo turnover of the Large port of St. Petersburg occurred within the transhipment volume reduced to 5.6% with amount of 54.227 million tons.
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Figure 6: Cargo turnover in the large port of St.Petersburg 

The Large port of St. Petersburg is forecasted to be focusing on container cargoes processing, i.e. the most profitable and ecology-friendly types of transport services. These perspectives are predicated by the global trend of containerization of trucking industry. In 2006 the volume of container cargoes transhipment increased in 22.2% with amount of 15.443 million tons of cargo.

At present, the growth rate of the aforementioned process in Russia (up to 44% in the port of St. Petersburg) significantly outpaces similar world trends (8-10%), set in the table.

Table 16. Transhipment of container cargoes, by main ports (more than 100 thousand TEU) of Russia in 2005 and 2006*

	Name of port
	2005
	2006

	St. Petersburg 
	1119,3
	1450,0

	Vostochny
	223,9
	291,4

	Novorossiisk
	156,7
	226,6

	Vladivostok
	61,4
	159,2

	Kaliningrad 
	57,1
	151,0


* the table is compiled of the basis of materials from “Stividor market of Russia: results – 2006” [7]

According to forecasts of JSC “LenmorNIIproect”, the container processing capacity of St. Petersburg port may increase from 1.1 million TEU in 2005 up to 4.8 million TEU in 2025. The substantial contribution to fulfilment of these forecasts can be name by the following investment programmes and projects:

· JSC “Sea Port of St. Petersburg” Investment programme until 2015: amongst the other activities, it includes construction of car terminal with the capacity of 80-100 thousand units of vehicles a year and transit parking for heavyweight vehicles and construction of container terminal with storage capacity of 1 – 1.4 million TEU by 2010.

· Modernization project of the Fish port of St. Petersburg aimed at diversification by converting the part of port’s capacities into container and motor transportation specialization. The “Onega” terminal for transportation of cars is operating since the end of 2006 (reception of vessels a week). The capacity of container terminal being currently under construction is 300 thousand TEU per year with development perspective up to 500-600 thousand TEU per year. According to expert estimation, the actual leadership in the sphere of container transportation in SPB (even with the aforementioned terminal reaching its full capacity) would be still held by Petrolesport and the first container terminal.

The current situation with container cargoes transhipment in sea ports of Russia can be characterized by the data presented in the table below.

Current situation with container cargo transhipment in port of Russia, can be described by the table below.

Table 17. Container cargoes turnover of main Russian and foreign ports, participating in Russian cargoes transfer (including Russian transit) (thousand TEU)* 

	Sea regions of Russia
	Turnover 

(thsd TEU)
	Share of sea ports in total cargo turnover (%)

	North-West RF, total

Baltic basin (Saint Petersburg, Kaliningrad)

Arctic basin (Arkhangelsk)
	1611,7

1601,0

10,7
	31,9

31,7

0,2

	South RF, total

Azov/Black sea basin (Novorossiisk, Taganrog)

Caspian sea basin (Astrakhan/Olya)
	244,0

236,9

7,1
	4,8

4,7

0,1

	Far East RF (Vostochny, Vladivostok, Nakhodka)
	493,0
	9,8

	Russia, total
	2348,7
	46,6

	Baltic states, total

Incl.: Lithuania (Klaipeda)

         Latvia (Riga, Ventspils, Liepaja)

         Estonia (Tallinn)
	583,2

231,5

199,3

152,4
	11,6

4,6

4,0

3,0

	Finland (Kotka, Helsinki, Hamina etc.)
	1393,7
	27,6

	Ukraine (Odessa, Il’ichevsk)
	719,6
	14,3

	Total
	5045,2
	100,0


* the table is compiled of the basis of materials from “Stividor market of Russia: results – 2006” [7]

Sea ports of Baltic basin

Table 18. Goods turnover of main ports of Baltic basin, participating in Russian cargoes transfer (including Russian transit) (mln of tons) 

	Ports location
	2006
	Ports specialization​

	Russia, total

Incl.: Saint-Petersburg

          Primorsk

          Vyborg/Vysotsk

          Ust-Luga

          Kaliningrad
	154.2

54.2

65.9

15.1

3.8

15.2
	Saint-Petersburg: multiple-discipline; bulked cargoes, liquid, general cargoes, refrigerated cargoes, containers

Primorsk: oil harbour
Vyborg: bulked and general cargoes, containers 

Vysotsk: bulked cargoes (coal) and oil products  LukOil2

Ust-Luga: multiple-discipline (at present – bulked cargoes)

Kaliningrad: multiple-discipline; bulked cargoes, liquid, general cargoes, refrigerated cargoes, containers

	Latvia, total

Incl.: Ventspils
          Riga

          Liepaja
	58.4

29.1

25.3

4.0
	Ventspils: multiple-discipline; bulked cargoes, liquid, general cargoes, refrigerated cargoes, containers

Riga: multiple-discipline; bulked cargoes, liquid, general cargoes, refrigerated cargoes, container

Liepaja: oil harbour

	Estonia, total

Incl.: Tallinn
	41.2

41.2
	Tallinn: multiple-discipline; bulked cargoes, liquid, general cargoes, refrigerated cargoes, containers

	Lithuania, total

Incl.: Klaipeda

          Butinge
	29.4

23.5

5.9
	Klaipeda: multiple-discipline; bulked cargoes, liquid, general cargoes, refrigerated cargoes, containers

Butinge: oil harbour

	Finalnd, total


	102.9
	

	Helsinki


	11.7
	multi-purpose cargoes (container first of all) и passenger port

	Kotka
	9.6
	containers and  и timer-export cargoes

	Naantal

	7.2
	oil harbour

	Rauma
	6.5
	timer-export cargoes



	Hamina
	5.2
	containers and timber-export cargoes
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Figure 7: Cargo turnover of Baltic ports 

Table 19. Goods turnover of main ports of Northern basin, participating in Russian cargoes transfer 

(Including Russian transit) (mln of tons)  

	Ports location
	2006
	Ports specialization

	   Murmansk
	31.6
	Coal, apatite, pellet, ferrous metal, nonferrous metal, ferroalloy cargoes

	          Kandalaksha
	0.24
	Apatite, coal, alumina, scrap metal cargoes

	          Arkhangelsk
	
	Cabotage, bulked, general, container cargoes
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Figure 8: Cargo turnover in Kaliningrad port 

Table 20. Goods turnover of main ports of Southern (Black sea and Caspian sea) basin, 

participating in Russian cargoes transfer
 (including Russian transit) (mln of tons)  

	Ports location
	2006
	Ports specialization

	 Taganrog
	2,45
	Bulk-oil, ferrous metal, coal, timber, container, alumina, glass, ore, chemical cargoes

	 Eysk
	3,32
	General cargoes, food pouring fertilizes, ferrous metal, grain, agricultural production

	Temryuk
	1.15
	Nonferrous metal, timber, general, chemical cargoes, grain, saw-timber, fertilizes

	Caucasus
	0.85
	Fertilizes, bulked cargoes, oil products

	Novorossisk
	113.55
	Bulk-oil, bulked cargoes, oil products, dry cargoes

	Tuapse
	21.29
	Bulk-oil, dry cargoes

	Astrakhan
	4.0
	Metals, bulk-oil, saw-timber, sulfur, containers, ro-ro cargoes 

	Makhachkala
	5.48
	Mineral oil, oil products, ferrous metal, coke, ore, containers, grain, chemical cargoes, timber

	Ukraine

Odessa
	6.53


	Timer, grain

	Ukraine

 Il’ichevsk
	3.48
	Grain 


Table 21. Goods turnover of main ports of Far-Eastern basin, 

participating in Russian cargoes transfer (including Russian transit) (mln. of tons)  

	Ports location
	2006
	Ports specialization

	Vanino
	6.42
	Main and cargoes are: timber and saw-timber, ferrous metal, nonferrous metal, ore, coal, containers

	Kholmsk
	2.37
	Timber, scrap metal, metals

	Korsakov
	0.92
	Containers, metals, motor car equipment, coal, timber, tubing, cement, 

	Nakhodka
	6.89
	Ferrous metal, oil products, timber, container, crow-bar, nonferrous metal, ore, coal, coke, refrigerated cargoes

	Vladivostok
	11.52
	General cargoes, timber, container, pouring, bulked cargoes, piled cargoes


Table 22. Estimated time of transportation between ports of Baltic basin.

12 knots as vessel’s speed was used for all calculations. 

	
	St.Petersburg
	Helsinki
	Kotka
	Tallinn
	Riga
	Klaipeda

	St.Petersburg
	
	14 hrs
	9 hrs
	16 hrs
	1 day 14 hrs
	1 day 2 hrs

	Helsinki
	14 hrs
	
	7 hrs
	4 hrs
	1 day 2 hrs
	1 day

	Kotka
	9 hrs
	7 hrs
	
	8 hrs
	1 day 7 hrs
	1 day 9 hrs

	Tallinn
	16 hrs
	4 hrs
	8 hrs
	
	1 day
	1 day 2 hrs

	Riga
	1 day 14 hrs
	1 day 2 hrs
	1 day 7 hrs
	1 day
	
	20 hrs

	Klaipeda
	1 day 2 hrs
	1 day
	1 day 9 hrs
	1 day 2 hrs
	20 hrs
	


The current situation with reloading/transhipment of container cargoes in the RF sea ports can be described by the data in the table below.

Table 23. Transshipment of container cargoes in Russia in 2005

	name of port
	transhipment volume

(thousand TEU)
	Share in total transhipment volume (%)

	Total
	1678,2
	100,0

	SPB
	1119,3
	66,8

	Vostochny
	223,9
	13,3

	Novorossiisk 
	156,7
	9,3

	Vladivostok 
	61,4
	3,7

	Kaliningrad 
	57,1
	3,4

	Nakhodka 
	12,2
	0,7

	Sakhalin
	12,1
	0,7

	Taganrog
	10,7
	0,6

	Astrakhan
	9,7
	0,6

	Arkhangelsk
	8,7
	0,5

	Other
	6,4
	0,4


The volume of  container transportation in Western Baltic grows in a particularly rapid way. The tables above shows that in 2006 this region transhipped 3588.6 thousand TEU. More than 2/3 of this volume is national cargo (including transit)

In perspective it is possible to expect the further growth of concentration of container cargo transhipment in SPB, Kaliningrad and Riga ports, as well as in ports of Finland (Kotka and Hamina). The raise of concentration of container cargoes transhipment in ports of SPB, Vostochny, Novorossiisk and Astrakhan (port Olya) and Arkhangelsk is expected in perspective.

It is also anticipated that the port of Arkhangelsk would continue to develop in a particulaly rapid way as an alternative to Baltic ports of Russia, due to launching the sea container line/direction Rotterdam – Arkhangelsk and completion of trunk-railway construction (Arkhangelsk – Syktyvkar – Kudymkar – Perm), that would deliver a substantial container flow from/to ports to the central regions of Russia and Ural, first of all, machinery for car-assembly industries in Izhevsk, Ulyanovsk, etc.

Distribution of other main cargoes, that are being reloaded in the ports of RF, Baltic countries and Ukraine are represented in the table.

Table 24. Distribution of other main cargoes, that are being reloaded in the ports of RF, Baltic countries and Ukraine in 2006 (million tons)

	cargoes
	total
	Distribution by sea ports

	
	
	North-West of Russia
	Far East of Russia
	South of Russia
	Baltic countries
	Ukraine

	Oil and oil products
	275,5
	116,2
	16,7
	77,1
	59,9
	5,6

	Coal
	80,7
	21,5
	17,5
	4,2
	22,1
	15,4

	Ferrous metals
	56,8
	6,5
	5,5
	16,8
	1,4
	26,6

	Chemical cargoes
	37,9
	9,5
	0,9
	3,1
	13,9
	10,5

	Grains
	24,5
	0,9
	-
	9,7
	2,2
	11,7

	Timber cargoes
	18,5
	4,0
	5,2
	3,1
	5,4
	0,8

	Non-ferrous metals
	3,8
	1,7
	0,6
	1,2
	0,3
	-


The most considerable unit of Russian export is oil and oil products. In 2006 the ports of RF, Baltic countries and Ukraine processed 275.5 million tons of oil and oil products, including 84 tons of oil products. At the same time, 26,1 million tons (31%) of oil products was exported through the ports of neighbouring states (23.8 million tons through Baltic ports and 2.3 million tons through the ports of Ukraine). In accordance with the RА Transport Development Strategy, the strategic export commodities of RF, first of all, oil and oil products, are planned for conveyance through Russian sea ports of North-West (Ust-Luga, Primorsk, Vysotsk, Kaliningrad, Murmansk) in the nearest perspective (2008-2010).

The forecast for development of the aforementioned cargo flows is difficult to be made even for medium-term perspective because of reverses in world market. Most of forecasts published in existing strategic documents are out-of-date as the actual data on many types of cargo transportations in 2006 already outpace the main forecast characteristics of these documents for 2010-2015. Subject to this situation, it is advisable to consider the following forecasts in the table below regarding the development of bulked cargo flows.

Table 25. Development forecast for bulked cargo flows and its sea transportation

(pessimistic and optimistic scenarios) (million tons)

	Indicators
	2010
	2015

	
	pessim.
	optim.
	pessim.
	optim.

	Oil

	Volumes of extraction
	495,0
	525,0
	505,0
	605,0

	Volume of Russian export
	280,0
	320,0
	290,0
	365,0

	Transit through ports and pipelines of Russia
	17,5
	43,1
	36,0
	63,0

	Baltic region, total
	51,0
	65,8
	57,5
	73,5

	Baltic countries, Ukraine
	39,4
	23,5
	1,0
	1,5

	Southern Region
	80,1
	85,5
	93,0
	102,0

	Far East Region
	53,5
	88,0
	88,5
	121,0

	including sea
	34,5
	54,0
	54,5
	78,0

	Oil pipeline “Druzhba”
	53,0
	69,0
	59,0
	72,0

	Western sector of Arctic
	20,5
	28,5
	27,0
	56,5

	Oil products

	Production volume
	179,0
	189,0
	185,0
	215,0

	Volume of Russian export
	79,0
	85,0
	82,0
	101,0

	Ports of Russia
	60,9
	75,0
	75,4
	95,0

	Ports of North-Western basin
	52,7
	52,8
	55,8
	66,5

	Ports of Baltic
	12,3
	1,8
	0,9
	0,0

	Ports of Finland
	-
	-
	-
	-

	Ports of Southern basin
	14,5
	18,0
	14,5
	22,5

	including ports of Russia in Southern basin
	12,5
	16,0
	12,5
	19,5

	Ports of Urkaine
	2,0
	2,0
	2,0
	1,2

	Ports for Far-eastern basin
	8,0
	9,0
	8,0
	9,0

	Petrochemistry 

	Production volume
	7,3
	14,6
	7,3
	14,6

	Volume of Russian export
	3,4
	3,6
	3,4
	3,6

	Ports of North-Western basin
	1,8
	1,9
	1,8
	1,9

	including ports of Baltic countries/Finland
	0,6
	0,6
	0,6
	0,6

	Ports of Southern basin
	0,7
	0,7
	0,7
	0,7

	Ports for Far-eastern basin
	0,3
	0,4
	0,3
	0,4


The table is compiled on the basis of materials from the article “Forecast of bulked cargo flows and portions for its sea transportation in the North-western region of RF”, “Terminal” (magazine), # 6(54)2005, pp. 30 – 33

One of the most promising export perspectives for Russia in forthcoming decade belongs to coal. According to expert estimations, the world consumption of electricity by 2025 would make up 23.072 trillion kilowatt-hours that, in turn, would predicate the growth of the energy brand carbon market more than 1.5 times. In this respect, Russia, possessing the vast coal resources can claim to hold the substantial part of this market. Export of Russian coal increased in 1.8 times from 44 million tons to 80 million tons in 2000-2005. At the same time, its share in overall mining industry increased from 17% to more than 25% for the same time period.

With consideration of optimistic and pessimistic forecasts in coal mining, set in the “Energy Strategy of Russia until 2020” (28 August 2003, # “1234-р”), and the tendencies of growth of Russian coal export share within its total mining that formed during recent decades, it is possible to define the perspective volumes of coal export for 2010-2020 (see table).

Table 26. Extraction and export of coal from 2000 to 2020

	
	actual
	forecasted

	
	2000
	2010
	2020

	
	
	optim.
	pessim.
	optim.
	pessim.

	Extraction (million tons)
	260,0
	330,0
	310,0
	430,0
	375,0

	Export (million tons)
	44,0
	99,0
	78,0
	150,0
	113,0

	Share of export within total extraction (%)
	16,9
	30,0
	25,2
	34,9
	30,1


In order to provide the export coal products, it is supposed to significantly expand the industrial capacities of such ports as Ust-Luga and Vysotsk, deep-water sea port of Murmansk, Far East ports of Vostochny and Vanino. Besides, it is assumed to construct the new port with high-produce coal terminal on the coast of the Black Sea. A certain part of export coal transhipment, would likely to be remained after coal terminal of Baltic countries and Ukraine.

In order to fulfil the strong transit capacity of the Region, predicated by its gateway position, the particular significance is given to sea terminals, which role in international cargo transportation is steadily growing during recent years with perspective of further increase (see Figure 4). At the same time, the total cargo turnover of all ports of Russia during 2001-2006 increased in 2.1 times (from 203.6 million tons to 427.3 million tons), and the cargo turnover of Russian ports in Baltic region increased 3.3 times (from 47 million tons to 154.2 million tons), see table below, allowing North-Western terminals in 2006 for the first time to pass ahead of Southern ports of Russia on this indicator and therefore, the Region has confirmed its status of the main sea gateway of Russian Federation.

It is necessary to note that the perspectives of export of non-ferrous and ferrous metals are closely connected to perspectives of development of Russian economy and, first of all, - its industry and transport. At present, according to expert assessments, the tempo of national industry growth yields only to the Chinese economy. This circumstance alongside with toughening of competition for world marketing outlets, predicates the perspectives of at least stabilization (if not reduction) of export of Russian non-ferrous and ferrous metals.

The considerable changes would occur in the structure of export timber cargoes. Already in the nearest perspective it is advisable to expect the almost full reduction of export of round timber from Russia, determined by substantial increase in custom duties for its export abroad. The volumes of export supplies of woodworking (saw-timber, fibreboard, veneered stock, etc.) are likely to decrease. This fact is explained by the rapid realization of programmes on housing (including low-rise apartment building) construction.
The goals of this research presume the estimation of development perspectives for cargo turnover in the main ports of Baltic and Arctic basins, participating in transhipment of Russian cargoes including Russian transit. The estimation results, based on analysis of business-proposals, business plans, investment programmes and projects are presented in the table below.

Table 27. Estimation of development perspectives for cargo turnover in the main ports of Baltic and Arctic basins, participating in transhipment of Russian cargoes (including Russian transit)

(million tons)

	sea trade ports
	Actual cargo turnover for 01.01.2007
	Brief characteristics of perspectives

(investment proposals, projects, programmes, etc.)
	Potential cargo turnover

(estimation)

	
	
	
	2010 / 2015
	2020 / 2025

	North-western Russia
	191,2
	
	374,0
	584,0

	Arctic Basin

Murmansk Oblast

port of Murmansk

port of Vitino

ports of Kandalaksha/Varandei

Arkhangelsk Oblast

port of Arkhangelsk
	37,0

31,7

26,2

4,8

0,7

5,3
	Construction of new deep-water ports with the capacity of 30 million tons per year. Realization of Belkomur project: Arkhanselsk railway – Perm. Development of sea-line Rotterdam - Archangelsk
	60,0

50,0

10,0
	120,0

80,0

40,0

	Baltic Basin

SPB

Large sea trade port of St. Petersburg 

Leningrtad Oblast

Sea port of Primorsk

Sea trade port of Ust-Luga

Sea trade port of Vysotsk

Vyborg sea trade port

Kalinigrad Oblast

Large sea port of Kaliningrad

Port Vostochny (town of Baltiisk)
	154,2

54,2

84,8

65,9

3,8

4,8

9,0

1,3

15,2

15,2

-
	Development of sea port and a key link for developing national distribution center in European part of Russia

Enhancement of port capacity up to RUR 140 million, at the expense of forming of 2 port rayons – Ermilovsky (oil/oil products transshipment up to 115 million tons per year) and Vysokinsky (transhipment of liquid gas, special cargoes an etc. up to 25 million tons). Correction of original development programme (35 million tons) towards triple increase of port capacity. reconstruction and modernization of existing production capacities; purring the terminal to full production “rials”.

Development of industrial capacities (deepening the bottom, modernization of piers)

Development of port complex. Creation of new and modernization of the port constructions, realization of project with the operating perspectives of 34 million tons, including 20 million tons - oil products and 14 million tons of general cargoes and etc, 
	314,0

85,0

184,0

90,0

68,0

10,0

12,5

3,5

45,0

25,0

20,0


	464,0

116,0

278,0

140,0

103,0

15,0

15,0

5,0

70,0

36,0

34,0

	Baltic countries

Estonia

Large trade port of Tallinn

Sea trade port in Sillamyae

Latvia

Trade port of  Riga

Ventspills free port

Sea port in Liepaya

Lithuania

Trade port of Klaipeda

Торговый порт г. Бутинге
	133,8

46,0

41,2

4,8

58,4

25,3

29,1

4,0

29,4

23,5

5,9
	Development of port complex, construction of new and modernization of operating port installations

Completion of the second phase of port construction with reaching the full capacity of 25 million tons a year, including 20 million tons of oil products

The expansion of port at the expense of new port rayon construction “Kundziniesalo (2 million TEU/ a year)”

Realization of investment project on expansion of port capacity

Development programme for port complex: construction of terminal for processing of liquid cargoes. Construction of new port in Melirage

Implementation of the project on expansion of port capacities
	310,0

105,0

95,0

10,0

165,0

75,0

80,0

10,0

40,0

30,0

10,0
	435,0

190,0

165,0

25,0

190,0

100,0

80,0

10,0

55,0

40,0

15,0



	Northwestern Russia and Baltic counties on the whole

including Baltic Basin
	325,0

288,0


	
	684,0

624,0
	1019,0

899,0


The table above evidences that the total volume of cargo turnover of the Region sea ports would increase by 2025 in 3.1 time and would make up an impressive figure of 1 billion tons. At the same time, with the forecasting characteristics being quite complied with rates of growth of Russian port capacities (it increased in 2.3 times during 2002-2006), the forecasts related to development of production capacities of Baltic counties sea terminals, in our opinion, should be considered as too optimistic (for the same time period in increased only in 1.1 time). This is supplemented by the fact that the feasibility of implementation of investment projects in the sphere of development of Russian sea ports is to a great extent predicated by proactive game showed by the largest national producers, carrying out extraction and supplies of export commodities (gas, oil/oil products, coal, metals, mineral fertilizers, etc,) whereas realization of Baltic and Finland projects is predicated by a larger number of factors and therefore larger number of risks even in spite of the fact that Russian investors are engaged 
5 DATA ON CARGO AND PASSENGER FLOWS THROUGH THE REGION 

[image: image11]
The map below shows the summary of cargo flows through the region by road and rail, also showing goods turnover in the ports of Baltic Sea basin.
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Figure 9: Cargo turnover through the Latvian external border with Russia and Belarus and Baltic Sea ports

5.1 Road
According to Ministry of Transport data 91% of all freight carried by road in 2004 and first nine months of 2005 were domestic cargos. From the total volume of cargos transported in Latvia 44% are cargos transported by road. If comparing turnover of freight, domestic cargos are making 32% from total amount (Transporta attīstības pamatnostādnes 2007.-2013.gadam). 

Comparing with 2005 the volume of freight carried by road in Latvia increased in the nine months of 2006 by 3.7 mln tons or 10% compared to January-September 2005. The bulk (88.1%) of the total volume of freight was carried by the national transport in 2006 showing an increase of 7% comparing with 2005. Also international road transport has increased its volumes by 38.5% more than in the corresponding period of the previous year. 

The highest transport flow through the region is on the main motorways from Riga to Moscow through Rezekne, and from Warsaw and Kaunas to Moscow through Daugavpils and Rezekne. Transport density on national roads is lesser extensive.

Domestic traffic

Table 28: Division of domestic cargos loaded in Latgale and Vidzeme regions by the region of unloading, in 2005.

	   Region of unloading



Region of loading
	Riga 
	Riga region*
	Vidzeme region
	Kurzeme region
	Zemgale region
	Latgale region
	Total Loaded cargos

	Latgale region
	527.1
	123.6
	186.7
	16.6
	231.4
	4100.2
	5185.6

	 %
	10%
	2%
	4%
	0%
	4%
	79%
	100%

	Vidzeme region
	1157.8
	685.8
	4322.5
	61
	156.2
	127.4
	6510.7

	  %
	18%
	11%
	66%
	1%
	2%
	2%
	100%


*  Riga region includes  Jurmala, Limbazi, Ogre, Riga, Tukums districts, and does not include city of Riga

It is evident from the table that most cargos that originate in the region also end up in the region, and Latgale is even more distinct in this respect.

The next table shows top 10 categories of goods loaded in Latgale and Vidzeme by goods category, in 2005.

Table 29: Top 10 categories of goods loaded in Latgale and Vidzeme by goods category, in 2005.

	
	Latgale
	Vidzeme

	Total loaded cargos
	5185.6
	100%
	6510.7
	100%

	crude and manufactured
minerals
	2912.4
	56%
	2334.3
	36%

	wood and cork
	1206
	23%
	3149.2
	48%

	Foodstuff
	333.9
	6%
	294.7
	5%

	Petroleum products
	163
	3%
	72.8
	1%

	transport equipment, machinery, apparatus, engines, whether or not assembled, and parts  thereof
	100.9
	2%
	111.3
	2%

	cement, lime, manufactured building materials
	114
	2%
	68.3
	1%

	leather, textiles, clothing, other manufactured articles
	41.4
	1%
	80.8
	1%

	natural and chemical fertilisers
	82.1
	2%
	
	

	Solid mineral fuels
	49.7
	1%
	
	

	miscellaneous articles
	49.1
	1%
	
	

	iron ore, iron and steel waste and 
blast furnace dust
	
	
	119.7
	2%

	Cereals
	
	
	75.5
	1%

	animal fodder
	
	
	41.2
	1%


Passenger transport by road in Latvia has been decreased in 2006 comparing with the 2005. The majority of passengers are using the national bus traffic and are carried by urban bus routes. Passenger transportation by international bus in the nine months of 2006 has been rose by 24% in comparison with the nine months of the year 2005 (CSB).

International traffic 

International traffic through the region comprise export, import and transit flow of goods. The volume of total export freight carried by road in the nine months of 2006 was 2.4 mln tons, an increase of 1.7 times compared to the corresponding period of 2005. The volume of imported freight haulage in the 9 months of 2006 was 1.4 mln tons, up by 11.2% on the corresponding period of the previous year. Main part of these goods were transported through project region. 

Table below shows the total tonnes of freight transported though border crossings between Latvia and Russia. The amount of freight transport has increased in almost all directions excepting import from Russia to Latvia. The flow of freight is projected to increase with economic development and improved access to international markets. 

Table 30: Freight turnover (thousand tonnes) transported by roads

	
	2004
	2005
	2006

	Direction Latvia  > > Russia
	
	
	

	Export 
	240,12
	352,54
	372,35

	Transit
	2288,11
	2990,5
	3577,58

	
	
	
	

	Total goods Latvia >> Russia
	2528,23
	3343,05
	3949,93

	
	
	
	

	Direction Russia  > > Latvia
	
	
	

	Import
	260,48
	258,47
	219,24

	Transit
	504,55
	868,79
	639,86

	
	
	
	

	Total goods Latvia >> Russia
	765,02
	1127,27
	859,1

	
	
	
	

	Total goods Latvia >> Belarus
	
	
	156, 3

	Total goods Belarus >> Latvia
	
	
	127,4

	
	
	
	

	Total goods Estonia >> Russia*
	390,07
	747,05
	931,07

	Total goods Russia>>Estonia*
	168,46
	255,49
	245,67


* Through border crossing points Luhamaa / Shumilkino and Koidula / Kunichina Gora

Source: VAD and customs statistics: goods traffic through customs points Grebneva and Terehova in 2004 – 2006

Table below shows the number of customs consignment documents registered at border crossings points between Latvia and Russia indicating indirectly the number of trucks passing between the two countries. The trend is increasing flow of truck freight from Latvia to Russia and decreasing from Russia to Latvia. The increased importation into Russia is a reflection on increased social and economic development in Russia and the competitive position of road transport through an improving road network resulting investment in the TEN-T and secondary networks. This increased used of trucks can be the result of either domestic originate or pan-European transit freight originating in other countries, EU or otherwise, with limited quantify evidence from which to draw a reliable conclusion. 

Table 31: Number of customs / transportation documents registered on border crossing points

	
	2004
	2005
	2006

	Direction Latvia  > > Russia
	
	
	

	Export 
	18 637
	24 271
	20 253

	Transit
	149 351
	181 136
	220 124

	Total documents registered per year
	167 988
	205 407
	240 377

	
	
	
	

	Direction Russia  > > Latvia
	
	
	

	Import
	17 657
	16 663
	13 821

	Transit
	33 097
	37 243
	33 293

	Total documents registered per year
	50 754
	53 906
	47 114


Source: VAD and customs statistics: goods traffic through customs points Grebneva and Terehova in 2004 – 2006

Direction Latvia > Russia

Export

Turnover of freight exported from Latvia to Russia and other CIS countries through the region has been increased by 64% in 2004. - 2006 period. Table below shows top ten countries of origin exporting their goods through the project area by tonnage and by statistical value of goods exported. Almost half of all goods exported through the region are of Lithuanian origin (49%),  Latvian goods comprise 24% from total amount, volume of goods exported from Germany and Poland is relatively small (2,65% and 1,14%). Comparing with value of goods exported Latvia is exporting the most valuable goods (almost 80% from total value). Value of goods exported from Germany and Lithuania are under 10% each.

Table 32: Top 10 countries of origin by tonnage and statistical value

	No
	Country of origin
	Thous. tons
	Country of origin
	Statistical value (mill. Ls)

	1
	Lithuania 
	182,53
	Latvia 
	106,28

	2
	Latvia 
	89,3
	Germany 
	10,66

	3
	Germany 
	9,86
	Lithuania 
	8,31

	4
	Poland 
	4,24
	Denmark 
	2,93

	5
	Unknown
	2,09
	Poland 
	1,94

	6
	Denmark 
	1,91
	Finland 
	1,71

	7
	Spain 
	1,9
	Italy 
	1,33

	8
	France 
	1,71
	France 
	1,16

	9
	Italy 
	1,57
	Netherland
	1,14

	10
	Netherland
	1,15
	Spain 
	0,92

	 
	Total top 10
	296,27
	Total top 10
	136,37

	 
	Total export
	372,35
	 
	 


Source: Customs statistics: goods traffic through customs points Grebneva and Terehova in 2006

Approximately 80% of export freight is transported to Russia, the second biggest country of destination is Kazakhstan with only 0,5% from total freight exported in 2006.

Table 33: Top 10 countries of destination by tonnage and statistical value

	No
	Country of destination
	Thous. tons
	Country of destination
	Statistical value (mill. Ls)

	1
	Russia
	296,89
	Russia
	134,91

	2
	Kazakhstan
	1,54
	Kazakhstan
	3,29

	3
	Kyrgyzstan
	0,43
	Azerbaijan
	0,31

	4
	Azerbaijan
	0,34
	Romania
	0,14

	5
	Uzbekistan
	0,12
	Ukraine
	0,14

	6
	Ukraine
	0,06
	France
	0,11

	7
	Armenia
	0,04
	Austria
	0,1

	8
	Austria
	0,04
	Armenia
	0,07

	9
	Unknown
	0,03
	Uzbekistan
	0,07

	10
	Moldova
	0,03
	Tajikistan
	0,06

	
	Total top 10
	299,52
	Total top 10
	139,2

	
	Total export
	372,35
	
	


Source: Customs statistics: goods traffic through customs points Grebneva and Terehova in 2006

More than half of all goods exported in 2006 (51,36%) are different motor vehicles for transportation of goods and persons. Next largest groups of goods exported are beverages (4,95%), trees and other live plants (3,72%), meet (2,28%) and milk products (2,17%). If looking for the value of exported goods, most valuable goods exported are pharmaceutical products, beverages, vehicles, meet and milk products (see table below).

Table 34: Top 10 goods categories exported by tonnage and statistical value
	No
	Goods category
	Thous. tons
	Goods category
	Statistical value

	
	
	
	
	(mill. Ls)

	1
	Motor vehicles for the transport of goods and persons
	191,23
	pharmaceutical products (medicaments for therapeutic or prophylactic uses)
	18,26

	2
	beverages, spirits and vinegar, especially wine of fresh grapes
	18,38
	beverages, spirits and vinegar (wine and spirits, liqueurs and other spirituous beverages)
	16,68

	3
	live trees and other live plants; cut flowers and ornamental foliage
	13,84
	Motor vehicles (tractors)
	13,36

	4
	meat and edible meat offal (fresh and frozen)
	8,48
	meat and edible meat offal (bovine meet)
	12,16

	5
	dairy produce, especially cheese, curd, butter
	8,07
	dairy produce (cheese and curd)
	9,43

	6
	ceramic products (building bricks, flooring blocks)
	6,39
	electrical machinery and equipment (monitors and projectors, television reception apparatus)
	8,75

	7
	Unknown
	5,94
	boilers, machinery and mechanical appliances (washing machines)
	6,19

	8
	edible vegetables (potatoes)
	4,6
	live animals (swine)
	3,92

	9
	edible fruit and nuts (apples) 
	3,35
	live trees and other plants, cut flowers and ornamental foliage
	2,82

	10
	preparations of fish (prepared or preserved)
	2,07
	tobacco and manufactured tobacco substitutes
	2,08

	 
	Total top 10
	274,37
	Total top 10
	93,65

	 
	Total export
	372,35
	 
	 


Source: Customs statistics: goods traffic through customs points Grebneva and Terehova in 2006

Table below is indicating the most characteristic groups of goods exported by tonnage and their destinations. Almost 98% of all goods exported from Lithuania are motor vehicles. Goods exported from Latvia differ, the largest goods categories exported are live plants and wine (15% each). Germany is exporting through Latvia mainly diary products such as cheese and curd (13%), also motor vehicles (7%) and meat (6%).

Table 35: Main goods categories exported

	Country of origin
	Goods exported
	Countries of destination

	Lithuania
	Motor vehicles for the transport of goods:
	Russia, Kazakhstan,
Byelorussia, Uzbekistan, Ukraine

	
	 Motor cars and other motor vehicles principally designed for the transport of persons
	

	
	Meat of bovine animals fresh or chilled
	

	
	Trailers and semi-trailers;
	

	
	Undenatured ethyl alcohol; spirits, liqueurs and other spirituous beverages:
	

	
	
	

	Latvia
	Live plants , cuttings and slips; mushroom spawn:
	Russia, Kazakhstan,
Azerbaijan, Uzbekistan, Ukraine

	
	Wine of fresh grapes
	

	
	Ceramic building bricks, flooring blocks
	

	
	Undenatured ethyl alcohol; spirits, liqueurs and other spirituous beverages:
	

	
	Trailers and semi-trailers
	

	
	
	

	Germany
	Cheese and curd
	Russia, Kazakhstan,
Kyrgyzstan, Uzbekistan

	
	 Motor vehicles for the transport of ten or more persons, including the driver
	

	
	Meat of bovine animals, frozen
	

	
	Industrial or laboratory furnaces and ovens, non-electric:
	

	
	Hydrazine and hydroxylamine and their inorganic salts; other inorganic bases; other metal oxides, hydroxides and peroxides:
	


Source: Customs statistics: goods traffic through customs points Grebneva and Terehova in 2006

Transit exiting Latvia

Turnover of transit goods exiting Latvia in 2006 is almost ten times bigger than export. Table below shows top ten countries of origin transporting their goods through the project area towards Russia and other CIS countries by tonnage. Similarly as for export more than half of all goods transported through the region are of Lithuanian origin (51%), Latvian goods comprise 29% from total amount, volume of goods exported from Germany and Poland is relatively small (8% and 5%). 

Approximately 97% of all transit freight is transported to Russia, the next biggest countries of destination are Latvia (2%) and Kazakhstan (1,5%).

Table 36: Top 10 countries of origin and countries of destination by tonnage
	No
	Country of origin
	Thous. tons
	Country of destination
	Thous. tons

	1
	Lithuania 
	1 815,21
	Russia 
	3 424,97

	2
	Latvia 
	1 026,61
	Latvia 
	72,26

	3
	Germany 
	279,58
	Kazakhstan 
	50,32

	4
	Poland 
	177,2
	Kyrgyzstan 
	5,51

	5
	China 
	53,79
	Lithuania 
	2,73

	6
	Netherlands
	28,61
	Uzbekistan 
	1,13

	7
	Belgium 
	25,72
	Azerbaijan 
	1,05

	8
	Czech Republic
	20,54
	USA 
	0,97

	9
	France 
	19,09
	Ukraine 
	0,42

	10
	Spain 
	18,6
	Poland 
	0,28

	 
	Total top 10
	3 464,94
	Total top 10
	3 559,65

	 
	Total transit
	3 577,58
	Total transit
	3577,58


Source: Customs statistics: goods traffic through customs points Grebneva and Terehova in 2006

Almost 92% of transit goods in 2006 (91,83%) are unknown, or labelled as unknown in customs statistics. The largest groups of known transit goods are electrical machinery and equipment (0,37%), beverages (0,36%), footwear (0,09%), articles of leather (0,06%) and fruits and nuts (0,04%) (see table below).

Table37: Top 10 transit goods categories by tonnage

	No
	Goods category
	Thous. tons

	1
	Unknown
	3 285,30

	2
	electrical machinery and equipment (monitors and projectors, video recording or reproducing apparatus, electrothermic appliances of a kind used for domestic purposes, radio apparatus)
	13,35

	3
	beverages, spirits and vinegar (wine, spirits, water)
	12,76

	4
	footwear, gaiters and the like
	3,37

	5
	articles of leather (cases; clothing accessories)
	2,28

	6
	edible fruit and nuts (apples, pears)
	1,53

	7
	boilers, machinery and mechanical appliances (washing machines)
	1,48

	8
	preparations of vegetables, fruit, nuts (juices)
	1,28

	9
	meat and edible meat offal (frozen bovine meat)
	0,90

	10
	Motor vehicles (for transport of persons)
	0,83

	
	Total top 10
	3 323,91

	
	Total transit Latvia > Russia
	3 577,58


Source: Customs statistics: goods traffic through customs points Grebneva and Terehova in 2006

It is difficult to identify the most characteristic groups of transit goods transported from specific countries of origin as 92% from all transit goods transported through project region are unknown. The remainder shows that main goods category transported from Lithuania are motor vehicles. Transit goods transported from Latvia differ, the largest goods categories are beverages (wines and spirit, washing machines and electrical equipment. Germany is transporting through Latvia as transit mainly beverages (spirituosen), wooden products and boats.

Direction Russia > Latvia

Import

Turnover of freight imported from Russia and other CIS countries to Latvia through the region is slowly decreasing in 2004. - 2006 period. Table below shows top ten countries of origin importing their goods through the project area by tonnage and by statistical value of goods imported. Biggest part of all goods imported through the region are labelled as of Russian origin, Value of goods imported are corresponding to the tonnage. Country of destination for all goods imported is Latvia. 

Table 38 Top 10 countries of origin by tonnage and statistical value

	No
	Country of origin
	Thous. tons
	Country of origin
	Statistical value (mill. Ls)

	1
	Russia 
	128,26
	Russia 
	54,1

	2
	Azerbaijan 
	0,61
	Kazakhstan 
	0,28

	3
	Kazakhstan 
	0,34
	Uzbekistan 
	0,23

	4
	Uzbekistan 
	0,08
	Azerbaijan 
	0,17

	5
	Moldova 
	0,06
	Byealorussia
	0,04

	6
	Ukraine 
	0,04
	Ukraine 
	0,04

	7
	Byelorussia 
	0,03
	Moldova 
	0,03

	8
	Georgia 
	0,01
	Georgia 
	0,02

	9
	Romania 
	0,01
	Romania 
	0,02

	10
	China 
	0,01
	China 
	0,01

	
	Total top 10
	129,43
	Total
	54,94

	
	Total import
	219,24
	
	


Source: Customs statistics: goods traffic through customs points Grebneva and Terehova in 2006

More than half of all goods imported in 2006 (xx%) is wood and wooden products. Next largest groups of goods imported are plastics, edible fruits, beverages and mineral fuels. If looking for the value of exported goods, most valuable goods imported are again wood and wooden products followed by books and newspapers, electrical machinery, furniture and rubber products (see table below).

Table 39: Top 10 goods categories imported by tonnage and statistical value
	No
	Goods category
	Thous. tons
	Goods category
	Statistical value 

	
	
	
	
	(mill. Ls)

	1
	wood and articles of wood; wood charcoal
	70,48
	wood and articles of wood; wood charcoal
	8,84

	2
	plastics and articles thereof
	7,27
	printed books, newspapers, leaflets
	4,14

	3
	edible fruit and nuts (melons)
	7,01
	electrical machinery and equipment and parts thereof (electric welding machines, wire, cables) 
	2,21

	4
	beverages, spirits and vinegar (beer, spirits, waters)
	5,3
	Furniture (seats)
	2,13

	5
	mineral fuels, mineral oils and products of their distillation; bituminous substances; mineral waxes
	3,11
	rubber and articles thereof
	1,92

	6
	articles of stone, plaster, cement, asbestos, mica or similar materials (asphalt)
	2,23
	mineral fuels, mineral oils and products of their distillation; bituminous substances; mineral waxes
	1,55

	7
	articles of iron or steel (tubes, pipes)
	2,09
	preparations of cereals, flour, starch or milk; pastrycooks’ products (pasta, bread)
	1,46

	8
	furniture; prefabricated buildings
	1,7
	nuclear reactors, boilers, machinery and mechanical appliances; parts thereof (machinery, plant or laboratory equipment)
	1,34

	9
	glass and glassware (used for the conveyance or packing of goods)
	1,67
	plastics and articles thereof
	1,16

	10
	preparations of cereals, flour, starch or milk; pastrycooks’ products
	1,2
	essential oils and resinoids; perfumery, cosmetic or toilet preparations
	1,14

	 
	Total top 10
	102,07
	Total top 10
	25,9


Source: Customs statistics: goods traffic through customs points Grebneva and Terehova in 2006

Transit entering Latvia

Turnover of transit goods entering Latvia in 2006 is three times bigger than turnover of import. Table below shows top ten countries of origin which goods are being transported through the project area. Similarly as for import Russia is the main country of origin transporting goods through project area (88%), 10% from all transit goods are goods with Latvian origin. Remainder of transit goods is almost similarly spread among Kazakhstan (0,5%), Finland, Lithuania and CIS countries.   

Approximately 40% of all transit freight is transported to Latvia, Lithuania is the second most popular destination point (22%). Also Germany and Russia are significant places of destination (13% and 11%).

Table 40: Top 10 countries of origin and countries of destination by tonnage

	No
	Country of origin
	Thous. tons
	Country of destination
	Thous. tons

	1
	Russia
	551,73
	Latvia
	250,18

	2
	Latvia
	68,48
	Lithuania
	138,55

	3
	Kazakhstan
	3,24
	Germany
	80,18

	4
	Finland
	0,47
	Russia
	68,01

	5
	Lithuania
	0,34
	Netherlands
	16,46

	6
	Uzbekistan
	0,18
	Czech Republic
	9,09

	7
	Azerbaijan
	0,17
	Poland
	8,23

	8
	Germany
	0,16
	France
	7,77

	9
	Kyrgyzstan
	0,14
	Belgium
	5,45

	10
	Ukraine
	0,08
	Great Britain
	4,79

	
	Total top 10
	624,99
	Total top 10
	588,72

	
	Total transit
	625,16
	Total transit
	625,16


Source: Customs statistics: goods traffic through customs points Grebneva and Terehova in 2006

Almost 45% of transit goods entering Latvia in 2006 are unknown, or labelled as unknown in customs statistics. The largest groups of known transit goods are wood and articles of wood (28%), prefabricated furniture (1%), fruits (1%), spirituous beverages (0,7%) and tubes and pipes from iron or steel (0,6%) (see table below).

Table 41: Top 10 transit goods categories by tonnage

	No
	Goods category
	Thous. tons

	1
	Unknown
	277,91

	2
	wood and articles of wood
	172,55

	3
	Furniture, prefabricated buildings
	6,41

	4
	edible fruit and nuts (melons)
	6,03

	5
	beverages, spirits and vinegar (spirituous beverages)
	4,79

	6
	articles of iron or steel (tubes and pipes)
	3,99

	7
	mineral fuels, mineral oils and products of their distillation; bituminous substances; mineral waxes
	2,42

	8
	plastics and articles thereof (amino-resins)
	2,20

	9
	articles of stone, plaster, cement, asbestos, mica or similar materials (asphalt)
	1,99

	10
	glass and glassware (of a kind used for the conveyance or packing of goods)
	1,90

	
	Total top 10
	480,19

	
	Total transit Russia > Latvia 
	625,16


Source: Customs statistics: goods traffic through customs points Grebneva and Terehova in 2006

It is difficult to identify the most characteristic groups of transit goods transported from specific countries of origin as 45% from all transit goods entering Latvia are unknown. The remainder shows that main goods category transported from Russia is wood and wooden articles. Most popular transit goods entering Latvia and labelled as of Latvian origin are also wooden articles and articles from iron and steel.

Direction Estonia > Russia
Large share of EU export goods travel by highway A2 (E77) through Vidzeme to Estonia and then to Russia via border crossing point Luhamaa/Shumilkino and Koidula / Kunichina Gora.
It is difficult to evaluate exactly what share of cargo crossing these border crossing points is coming from Vidzeme, however this information can be received indirectly from the table below.
Table 42: Top 10 countries of origin for cargos entering Russia via BCP Luhamaa / Shumilkino and Koidula / Kunichina gora 
	No
	Country of origin
	Thous. tons

	1
	Latvia
	404.56

	2
	Lithuania
	222.44

	3
	Poland
	106.18

	4
	Germany
	68.20

	5
	Czech Republic
	29.95

	6
	Estonia
	28.66

	7
	Slovakia
	17.80

	8
	Italy
	13.19

	9
	Netherlands
	8.55

	10
	France
	6.54

	
	Total cargos entering Russia
	931.07


Source: Estonian customs data: goods turnover  through customs points Luhamaa and Koidula in 2006

It can be inferred from the table that most (more than 67%) of cargos exiting Estonia are coming from Latvia – these include Latvian goods and Lithuanian goods that transit Latvia. Although Polish and German goods might be entering Estonia via ports, most likely these goods are coming all the way from the respective countries by road. 
Most of the cargos (99.7%) exiting Estonia have Russia as their destination.
The next table shows the main countries receiving goods exiting Russia. Most of these cargos (99.1%) have Russian as the country of origin. 

Table 43: Top 10 countries of origin for cargos exiting Russia via BCP Koidula and Luhamaa

	No
	Country of origin
	Thous. tons

	1
	Latvia
	52.13

	2
	Germany
	51.83

	3
	Poland
	32.34

	4
	Lithuania
	24.57

	5
	Estonia
	21.45

	6
	Czech Republic
	14.23

	7
	Belgium
	8.81

	8
	Netherlands
	8.80

	9
	France
	8.13

	10
	Italy
	6.22

	
	Total cargos exiting Russia
	245.67


Source: Estonian customs data: goods turnover  through customs points Luhamaa and Koidula in 2006

Concerning the goods nomenclature that crosses Estonian-Russian border, this information is available only for small portion (13%) of all cargos, based on data from customs declarations. Considering that most goods are carried either to or from Russia, the next table explore structure of Russian import and export, carried via border crossing points Luhamaa and Koidula.
Table 44: Top 10 good categories imported into Russia via BCP Koidula and Luhamaa*

	No.
	Goods category
	Good gross weight, thous.tons
	Example of specific goods (for bigger categories)

	1
	Electric machinery, electronics, storage devices
	0,66
	CDs; flash memory cards; loudspeakers; electronic integrated circuits

	2
	Beverages, spirits and vinegar
	0,38
	Wine; whiskey; other strong alcoholic drinks; cider

	3
	Machinery and equipment, electronics
	0,26
	Computer and electronic equipment components; keyboards; taps, cocks, valves; spare parts of heavy machinery

	4
	Unknown
	0,21
	

	5
	Textiles
	0,13
	Textile fabrics impregnated, coated, covered or laminated with PVC

	6
	Plastics and articles thereof
	0,05
	

	7
	Rubber and articles thereof
	0,05
	

	8
	Footwear
	0,04
	

	9
	Edible fruit and nuts
	0,04
	

	10
	Paper, cardboard
	0,04
	

	
	Total
	2,14
	


* this represents 31% of all the goods that that exited Russia in 2006 via Luhamaa and Koidula. Most goods are transported with TIR carnets and therefore information on goods categories is not available. 

Source: Estonian customs data, ENCTS: goods turnover through customs points Luhamaa and Koidula in 2006

The next table shows main goods categories exported from Russia
Table 45: Top 10 good categories exported from Russia via BCP Koidula and Luhamaa*
	No.
	Goods category
	Good gross weight, thous.tons
	Example of specific goods (for bigger categories)

	1
	wood and articles thereof
	61,82
	raw wood; sawn wood; fuel wood, etc.

	2
	SALT; SULPHUR; EARTHS AND STONE; PLASTERING MATERIALS, LIME AND CEMENT
	2,74
	building or monumental stone

	3
	ARTICLES OF STONE, PLASTER, CEMENT, ASBESTOS, MICA OR SIMILAR MATERIALS
	2,61
	worked stone; Articles of asphalt or of similar material; 

	4
	Furniture and prefabricated buildings
	1,89
	Prefabricated buildings:

	5
	Articles of iron and steel
	0,82
	

	6
	Iron and steel
	0,65
	

	7
	Paper and paperboard; articles of paper pulp, of paper or of
paperboard
	0,56
	

	8
	Soap, organic surface-active agents, washing preparations, polishes and creams
	0,52
	

	9
	Plastics and articles thereof
	0,49
	

	10
	Fertilisers
	0,29
	

	
	Total
	75,10*
	


* this represents 0.23% of all the goods that that entered Russia in 2006 via Luhamaa and Koidula. Most goods are transported with TIR carnets and therefore information on goods categories is not available  

Source: Estonian customs data, ENCTS: goods turnover through customs points Luhamaa and Koidula in 2006

5.2 Rail

Latvia project region

Railway in the region mostly serves East-West transit, and to much lesser extent domestic or import/export cargos originating and ending up in the region. 

The map below shows cargo turnover over specific stretches of railway in 2006. 
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Figure 10: Goods turnover on main stretches of Latvian rail in 2006, thousand tons

Overall flows

To describe dynamics and overall trend of rail cargo flows in the region Krustpils station is a good reference point as it is situated in crossroad of two most important rail lines and accumulates almost all cargo flow through the project region. Total flow of cargos through Krustpils station in 2006 that is was almost 40 million tons. It was by 6 million tons less than in 2005 and by 5 million tons less than in 2004. Data from first half of 2007 shows slight increase of cargo flows comparing to first half of 2006. Almost all (more than 95 %) rail cargos are transported from East (Russia, Belarus) to West (Latvian ports – Riga, Ventspils and Liepaja) 

Insert table with main stretches 2004 – 2006, first quarter of 2007. 2006 as % of 2005, first quarter of 2007 in % of first quarter of 2006. 

· Indra (Belarus border) – Daugavpils – Krustpils segment

This segment is most intensively used by cargo trains in Latvia. In 2006 cargo flow to the West – Riga, Liepaja and Ventspils was 30 million tons and average number of trains per 24 hours was 22 -23. It was by 8 % lower than in 2005, but by almost 5 million tons higher than in 2004. Comparing results of first half of 2007 to same period of 2006 slight decrease of cargo flow (~ 0.5 million tons) is observed. 

Cargo flows eastwards follows same pattern although amount of cargos are only 0.7 M tons per year. Disproportion between amounts of cargo transported in opposite (East – West) directions is 1 to 42.        

· Zilupe (Russian border) – Rezekne segment

This segment links Latvia with cargos coming from Moscow direction. Since 2004 when flow of cargo westwards was 13.5 M tons next two year serious drop of amount by more than 30 % annually is observed and that resulted in only 5.8 M tons in 2006. In first half of 2007 significant increase by 50 % is started comparing to same period of 2006. 

In opposite direction situation is different. 1.1 M tons of cargos were transported in years 2004 and 2006 while in 2005 drop to 0.8 M tons was observed. In first half of 2007 rising trend continued as more than 0.7 M tons of cargos were transported during this period. 

More detailed breakdown of transit cargos is provided in the section ŗailway transit through the region'. 

· Karsava (Russian border) – Rezekne segment     

This segment shows similar decreasing trend to Zilupe – Rezekne segment concerning transport flows westwards – from 5.6 M tons in 2004 to 2.2 M tons in 2006 and differently from previous segment no increase in first half of 2007 is observed. 

In direction eastwards (Pskov, Saint Petersburg) opposite trend is seen as continuous increase of cargos from 0.063 M tons in 2004 to 0.2 M tons in 2006 and this trend continues in first half of 2007. 

· Rezekne – Krustpils segment

This segment is second by amount of cargos as it accumulates cargos from two directions Zilupe (Moscow) and Kraslava (Pskov, Sain-Ptersburg). In 2006 total amount of cargo westwards was 8 million tons and that is by 30 % lower than in 2005 and less than half of amount recorded in 2004 (18 million). Number of cargo trains going through this segment in 2006 was ~ 9 per 24 hours. After serious decline in previous years in first half of 2007 cargo flows have raised by almost 25 % comparing to same period of 2006. 

In opposite direction – eastwards, in 2006 more than 1 million tons of cargo was transported and it is more than in 2005 (0.9 M tons), but less than in 2004 (1.1 M tons). In first half of 2007 this flow equal to 0.55 M tons that is slightly higher than in same period 2006.      

· Daugavpils – Rezekne segment 

This segment is part of international rail line Saint Petersburg – Warsaw, but currently it is not utilized very heavily. Both directions in period 2004 -2006 shoved opposite trends. In Rezekne – Daugavpils direction decline of cargo from 1.1 to 0.6 M tons is observed while in Daugavpils – Rezekne direction increase from 0.25 to 1.0 M tons. In first half of 2007 these trends does not continue as slight decrease is observed in Daugavpils – Rezekne direction but increase – in Rezekne – Daugavpils direction.   

· Daugavpils – Eglaine (Lithuanian border) segment 

From 2004 to 2006 rapid increase of cargo flow is observed form Eglaine to Daugaupils from 0.166 to 0.374 M tons and this trend continues in first half of 2007 as already 0.328 M tons of cargo flow is recorded.  

In opposite direction dynamic of annual cargo flow is not continuous. So – in 2004 it was 0.64 M tons in 2005 - 0.753 M tons but in 2006 – 0.492 M tons. In first half of 2007 increase of flow is recorded again. 
· Plavinas – Madona – Gulbene segment

This segment is not a part of main international rail lines and flow of cargos there is relatively low. In direction from Plavinas to Gulbene flow of cargo is increasing from 0.093 M tons in 2004 to 0.117 M tons in 2006. In opposite direction biggest amount was transported in 2005 – 0.103 M tons and since then amount is decreasing.   

· Riga – Ieriki –Valmiera – Lugazi segment  

This segment is part of Riga – Tallinn - Vilnius railway line and most of cargos flow in direction from Riga to Tallinn. Maximum of cargo flow in recent years was reached in 2005 when more than 5 M tons of goods were transported in this direction. Since then decrease of flow is observed – in year 2006 - 4.3 M tons but in first half of 2007 - 2.1 M tons. By the way to North (Tallinn) ~ 0.3 M tons (2006) are unloaded in stations Ieriki, Valmiera and Lugazi.

In opposite direction cargo flow is several times lower but it shows increase in period from 0.827 M tons in 2004 to 0.954 M tons in 2006, but in first half of 2007 slight decrease of amount is recorded comparing to same period in 2006.  

Goods loaded and unloaded at selected train stations in Latvia project region

General statistics

In the project region loaded and unloaded cargos have been analysed in eight railway cargo stations – Daugavpils, Rezekne, Kraslava, Livani, Krustpils (Latgale), Plavinas, Madona, Gulbene (Vidzeme). Cargos originating or ending up in the stations (domestic and international) are analysed in this section. Cargos that are transported through the stations without loading / unloading, for example from the border to the ports, are analysed separately.  

As shown in the table below in the period from 2004 to 2006 in two biggest railway hubs – Rezekne and Daugavpils there is decrease of loaded/unloaded cargo while in other stations except Kraslava operation with cargos has increased. In this period slight decrease of overall turnover (by less than 10 %) is observed in the project region. 

Table 46: Loaded and unloaded cargos in selected railway stations in the Latvia project region

	Station
	Loaded and unloaded cargo at the station (domestic + import and export)

(thousand tons) 

	
	2004
	2005
	2006

	Daugavpils
	744
	696
	623.6

	Rezekne
	498.4
	372.2
	304.9

	Kraslava
	76.4
	72
	26.9

	Livani
	3.7
	12.6
	55

	Krustpils
	220.4
	256.9
	263.4

	Gulbene
	87.2
	83
	114.8

	Madona
	63.5
	84.9
	140.4

	Plavinas
	260
	278.8
	302.6

	TOTAL
	1953.6
	1856.4
	1831.6


In division by cargo operations (see table below) could be seen that turnover of operations with domestic cargos are approximately equal to processed import-export cargos. In domestic transportation the amount of loaded domestic cargos are more than twice higher than unloaded while in international operation situation is opposite – imported cargos (unloaded) significantly exceed amount of exported cargo. 

Table 47: Table cargo turnover by operation in all railway stations in the Latvia project region

	Year
	Domestic transportation
	Export (loaded)
	Import (unloaded)
	Total 

	
	loaded
	unloaded
	
	
	

	2004
	755.3
	361
	149.4
	687.9
	1953.6

	2005
	753
	304.5
	116.7
	682.2
	1856.4

	2006
	764.5
	281.8
	114.7
	670.6
	1831.6


In the period from 2004 to 2006 turnover of cargo in the selected stations in Latgale region has decreased by ~ 270 thousand tons (~ 20%) while in Vidzeme increase by ~ 150 thousand tons or ~25 % is observed. In Vidzeme more important are domestic cargo operations (loading) as Vidzeme stations are not placed on important international railway lines, while in Latgale domestic and international cargos by amount are equally important. Vidzeme region stations are more unbalanced in terms of loaded/unloaded domestic cargos where difference in 2006 was more than 10 times. It is explained by dominant amount of building materials loading in Plavinas station (276 000 tons in 2006)

Table 48: Cargo turnover by operation in all railway stations in the Latgale railway stations (Daugavpils, Rezekne, Krustpils, Livani and Kraslava)

	Year
	Local transportation
	Export (loaded)
	Import (unloaded)
	Total 

	
	loaded
	unloaded
	
	
	

	2004
	468.8
	342.5
	144.6
	587
	1542.9

	2005
	426.3
	292.7
	104.7
	586
	1409.7

	2006
	425.9
	257.7
	75.4
	514.8
	1273.8


Table 49: Cargo turnover by operation in all railway stations in the Vidzeme railway stations (Plavinas, Madona and Gulbene)

	Year
	National transportation
	Export (loaded)
	Import (unloaded)
	Total 

	
	loaded
	unloaded
	
	
	

	2004
	286.5
	18.5
	4.8
	100.9
	410.7

	2005
	326.7
	11.8
	12
	96.2
	446.7

	2006
	338.6
	24.1
	39.3
	155.8
	557.8


Types of cargo processed in the project region in Latvia

Most significant types of cargo processed by railway stations in project region by amount are gravel and broken stone and oil and oil products followed by timber, ferrous metals and grain (see table below).  Amount of other types of cargo processed in the region are below 100 thousand tons in 2006.   

Table 50: Top 5 types of cargo processed in project region in Latvia (2006)

	Type of cargo
	Local transportation
	Export (loaded)
	Import (unloaded)
	Total



	
	loaded
	unloaded
	
	
	

	Gravel and broken stone
	307650
	32693
	0
	111515
	451858

	Oil and oil products
	61937
	33004
	54853
	296415
	446209

	Timber an timber products
	126121
	1868
	8152
	115430
	251571

	Ferrous metals
	127761
	6358
	3965
	13345
	151429

	Grain 
	79801
	40002
	8863
	0
	128666


In Latgale region most significant type of is oils and oil products that is mainly imported through Daugavpils station. Gravel and broken stone is mainly unloaded in the region that is opposite to Vidzeme. Significant types of cargos loaded in region are also timber and ferrous metals.   

Table 51. Top 5 types of cargo processed in Latgale region (2006)

	Type of cargo
	Local transportation
	Export (loaded)
	Import (unloaded)
	Total



	
	loaded
	unloaded
	
	
	

	Oil and oil products
	60558
	32830
	20173
	217892
	331453

	Gravel and broken stone
	31636
	28777
	0
	105307
	165720

	Timber an timber products
	96162
	1180
	3592
	57315
	158249

	Grain
	79801
	37996
	8863
	0
	126660

	Ferrous metals
	97811
	6335
	3965
	13345
	121456


As mentioned earlier stations of Vidzeme region mainly serves domestic cargos and there are one very dominant type of cargo – gravel and broken stone loaded for domestic transportation in Plavinas station.    

Table 52. Top 5 types of cargo processed in Vidzeme region (2006)

	Type of cargo
	Local transportation
	Export (loaded)
	Import (unloaded)
	Total



	
	loaded
	unloaded
	
	
	

	Gravel and broken stone
	276014
	3916
	 
	6208
	286138

	Oil and oil products
	1379
	174
	34680
	78523
	114756

	Timber an timber products
	29959
	688
	4560
	58115
	93322

	Ferrous metals
	29950
	23
	 
	 
	29973

	Sand
	1303
	16096
	 
	 
	17399


Short description of stations

· Daugavpils station

By processing ~1/3 of region total or 623.6 thousand tons of cargo in 2006 Daugavpils station is most important cargo operation in Latvia project region. In last years amount of cargos is declining due to decrease of loaded cargos both – domestic and export.  Almost half of all cargos processed are imported goods dominating by oil and oil products (~150 000 tons). Other important type of goods imported is gravel and broken stone. Export loading operations are almost eight times lower by processed amount comparing to import and main typed of goods are oil and oil products.  

Domestic cargos are more diverse and most popular types of goods for outgoing are ferrous metals, gravel and broken stone and oil and oil products, while most popular incoming goods are cement, vehicles, gravel and broken stone and oil and oil products.   

· Rezekne station

Rezekne station is in 2006 was second biggest cargo operator by amount in the region with total 334 100 tons of cargo processed. As in Daugavpils in recent years also in Rezekne decrease of amount of cargo is observed, but comparing to Daugavpils decrease are more dramatic – 40% in last tree years. It is explained by overall decline of goods exchange by rail with Russia, but also decrease of transport of domestic goods in and out Rezekne station.

In Rezekne operations with goods in domestic transport prevail those with international goods. Biggest amount by type of operation are loaded domestic cargos where main types of goods are grain, oil and oil products and timber followed by fertilizers and ferrous metals. Most significant incoming domestic goods are grain and oil and oil products. In international cargos amount imported goods are more than ten times bigger that exported. Most popular imported types of goods are oil and oil products, timber, fertilizers and coal.     

· Krustpils station

Krustpils station is situated in crossroads of two important railway lines and operations with domestic cargos prevails international cargos. In domestic loaded cargos three groups of goods are dominating – grain, ferrous metals and timber, while in unloaded - one type of goods – sand is significantly higher than others (meat and fish products, grain, and oil). In category international operations unloaded (import) goods by more than tree times exceed amount of exported goods. Main types of imported goods are oil and oil products, timber, cement and fertilizers. In export cargos two groups of goods are significant – meat and fishery products followed by grain.       

· Other stations in Latgale region

Two other stations Livani and Kraslava are less significant in terms of amount of processed cargo. Both stations mainly process domestic cargos. In Kraslava major operation is loading of timber and timber products, but in Livani main operations are loading of vehicles and timber and unloading of sand, vehicles and gravel and broken stone. In recent years Livani becomes shoved significant growth form 3.7 thousand tons in 2004 to 55 thousand tons in 2006, while turnover of Kraslava station dropped almost three rimes in 2006 comparing to 2005. 

· Stations in Vidzeme region (Plavinas, Madona and Gulbene)      

In Plavinas station loading of building materials (dolomite chips) is heavily dominant occupying more than 90 % of all processed cargo. In other two stations – Madona and Gulbene situation is more balanced. Madona station is more oriented to processing of international cargos – loading and unloading of oil and oil products, while in category of domestic cargos important is loading of ferrous metals. In Gulbene station main category of processed cargos is imported goods dominated by timber and timber products, but in category of domestic cargo main operations are loading of timber and timber products and ferrous metals.      

Russia project region

The railway transport of the Region is represented by “Oktyabrskaya Railways” (“ORW”), the branch company of JSC “Russian Railways”. There are 9 main railway directions “ORW” on the territory of the Region:

· Moscow (railway communication with Moscow and Southern regional of Russia);

· Vyborg (railway communication with Finland and Scandinavian countries);

· Priozersk (railway communication with Southwest of Republic of Karelia);

· Pestovo (railway communication with Yaroslavl and further);

· Vitebsk (railway communication with the East of Pskov Oblast, Belarus and Ukraine);

· Novgorod (railway communication with Novgorod Oblast);

· Pskov (railway communication with Pskov and Kaliningrad Oblasts, Latvia and Lithuania);

· Narva (railway communication with Estonia);

· Volkhovstroy (railway communication with Republic of Karelia, Murmansk, Vologda, Kirov Oblasts and regions of Ural).

The branch of the latter direction (Volkhovstriy – Tikhvin - Tcherepovets) is the most freight traffic loaded in the Region. Each day 50-55 pairs of freight trains go on this direction.

Besides, railway lines “Riga – Moscow” and “Pskov – Moscow” go through the territory of Pskov Oblast.

The regional railways transport such cargoes produces by local enterprises as ore, non-ferrous metals, mineral and chemical fertilizers, construction cargoes, oil products, timber, saw-wood, paper, etc. “October Railways” takes part in rail transit of cargoes as follows: chemical and mineral fertilizers from Ural, timber cargoes from Western Siberia and Republic of Komi, ferrous metals from Tcherepovets, etc.

Table 53. Dispatch of cargoes by thoroughfare railway transport in the Region (million tons)

	Region 
	Year 

	
	2000
	2001
	2002
	2003
	2004
	2005

	St. Petersburg 
	6,4
	7,0
	7,4
	6,3
	6,4
	

	Leningrad Oblast
	39,5
	40,6
	38,8
	40,7
	41,8
	

	Pskov Oblast
	1,7
	1,5
	1,6
	1,6
	2,1
	

	Total in the Region
	47,6
	49,1
	47,8
	48,6
	50,3
	


5.3 Passenger traffic 

Passenger transport by road 

Latvia

Bus transport

Bus transport is main mean of public passenger transport Latvia as number of rail passengers and rail lines constantly decrease. 

Vidzeme region crosses international bus lines Riga – Saint-Petersburg (companies “Nordeka”, „Euroline” un „Ecolines”) but there are no stops in the region. Regional carriers have established international bus lines Aluksne – Pskov and Aluksne – Pechori.

Bus lines among regions are provided by several regional operators – CATA, VTU Valmiera, Gulbenes autobuss, Madonas celu buve, TU Vidlatauto and operators from other regions -  Nordeka, Rezeknes autobusu parks, Jekabpils autobusu parks, Ludzas ATU, Pasazieris”, Balvu autotransports.

Local bus lines are operated by regional carriers, municipalities and others. 

There are several bus stations in the Vidzeme region – Valmiera, Aluksne, Smiltene, Valka, Cesis, Rujiena, Gulbene, and Madona 

Latgale region is crossed by many international bus lines - Riga-Moscow, Riga-Daugavpils-Minsk, Riga-Balvi-Saint-Petersburg (operator Nordeka); Viļnius-Kauņas-Daugavpils-Rezekne-Moscow, Riga-Daugavpils-Rezekne-Moscow, Riga-Daugavpils-cities of Ukraine and Daugavpils-Cities in Germany (provided by Ecolines). Regional carrier Dautrans provides lines: Daugavpils-Vitebsk, Daugavpils-Vilnius, Daugavpils-Saint-Petersburg, operator Daugavpils Autobusu parks – lines Daugavpils-Zarasi, Daugavpils-Braslow, Daugavpils-Vilnius, Daugavpils-Miori, Daugavpils-Bialystok-Warsaw, Daugavpils-Minsk, operator Rezeknes Autobusu parks – line Rezekne-Vilnius.

Interregional and local bus lines are operated by regional carriers, municipalities and others. Bus stations are in all towns of Latgale region. Main regional operators in Latgale are: Daugavpils AP, Rezeknes autobusu parks, Ludzas ATU, Jekabpils AP Preilu branch, Balvu autotransports.  

Comprehensive information about number of passengers transported by buses is not available, but Latgale region development agency in 2006 has made estimation of number of bus lines in the region based on questionnaires of bus operators. According these data regional centers are connected by ~ 50 – 100 buses per week on every major direction, while in some segments near Rezekne and Daugavpils there are more than 200 buses per week. At the same time in most of small roads linking small villages there are just one or two buses per day. Most of regional bus lines connect administrative centers of the region – Daugavpils, Rezekne, Preili, Ludza, Kraslava, Balvi with smaller settlements in same administrative region, while connections among settlements of neighboring regions are less developed. Depending on major operator in administrative region quality of public transport varies. Better developed are public transport operators in Daugavpils, Preili, and Kraslava regions, but less successful are operators in Rezekne Balvi and Ludza regions. There are no public data available concerning dynamics of passenger flows in region, but according to expert opinion, trends depend on many factors like emigration, closing or starting of businesses, involvement of municipalities and others.        

Situation could improve after implementation of public transport reform (January 2008), which will increase subsidies for public transport at the same set one procedure of accountancy of costs for all operators and profit unified margin for providers of these services. It is planed that due to improved planning and better management by 2013 number of passengers carried by public transport will increase by 50 %, limiting usage of private cars.      

Private cars 

According to data of Central statistical bureau of Latvia in 2006 in Latgale were registered 99 thousand cars and 93 thousand were registered as privately owned. Comparing to 2004 number of cars has increased by 17 thousand or 21 %. Although there are no data on number of people traveling by private cars in the region it could be concluded that significant amount of passengers is transported by this mean of transport.  

Pskov region

In 2005 public motor transport carried 120 mln. passengers with the passenger turnover of 731 mln. passenger/km.

Pskov City is a transit point of international, intercity and local bus routes. In the Pskov Region territory there are 17 state public motor transport enterprises, the largest of which are Pskov City Bus Fleet FSUE and Velikiye Luki PMTE FSUE, united into the Union of public motor transport enterprises of the Pskov Region. PSKOVAVTOTRANS FSUE includes 29 line structures of passenger motor transport (bus stations, bus terminals, enclosed bus stops). The largest bus stations of the Region are located in the cities Pskov, Velikiye Luki, Ostrov, Opochka.

In the territory of the Region 102 intercity routes, 248 local routes and 82 city routes were opened.

Regular international bus routes Pskov-Riga and Pskov-Tallinn were opened as well.

Balance number of mobile vehicles of public motor transport for 01.01.2005 comprised 603 units. 

The traffic share by private entrepreneurs of the total volume of passenger traffic comprises about 3%. Major carriers remain 19 passenger motor enterprises (17 of which are state ones), which maintain the regional route network and average 97% of the regular bus traffic. 

Pskov City Bus Fleet FSUE is the only state passenger enterprise in Pskov which provides for 26 city, 46 local (including 24 dacha routes in summer), intercity (Moscow, St. Petersburg, Novgorod, Velikiye Luki and district centers of the region), international (Minsk, Vitebsk, Tallinn, Riga) and chartered transportations. The enterprise carries out 65% of regional passenger transportations by express buses, including transportations 85% by city, 14.6 % by local, 37.2% by intercity and 90% by international routes. 

Passenger transportations by taxi-cabs with special permits (licenses) are performed by 352 entities (80% of them are physical persons) having 769 taxi units, by 2003 their number has doubled, the main growth has taken place in Pskov City, and the amount has comprised 54% of the total number. The average fare per one ride around Pskov city comprises 50 rubles. 

Regional route network maintained by motor transport enterprises of the PSKOVAVTOTRANS system numbers 431 routes, including 80 urban, 253 local, 93 intercity and 5 international routes.

Leningrad Oblast 

In 2005 in Leningrad oblast by motor transport was carried 82,3 million people. It resulted in more than one billion passenger kilometers in same period. Most of passenger transportation is in urban and suburban lines (see table below).  

Table 54. Passenger traffic turnover by mean of communication in 2005 

	Mean of communication
	(Million passengers/km)

	Inter-city bus transport communication
	171,8

	Suburban bus transport communication
	382,6

	In-city bus transport communication
	483,5


Since 1995 number of lines has decreased while overall length of routes has increased (see table below)

Table 55. Number of routes and length of passenger motor transport (for the end of the year)

	
	1995
	1996
	2000
	2001
	2002
	2003
	2004
	2005

	Number of routes,

units
	530
	499
	515
	509
	490
	479
	405
	407

	Length of routes, km
	20695
	18728
	20636
	19757
	20534
	23584
	17575
	27745


As seen in following table since 1990 number of buses in large and medium enterprises have decreased significantly while number buses (itinerary taxi-vans) owned by small enterprises and natural persons has raised.   Also significant increase in number of private cars is observed.  

Table 56.. Availability of vehicles (for the end of the year), thousand units

	
	1990
	1995
	2000
	2001
	2002
	2003
	204
	2005

	Passenger vehicles:
	
	
	
	
	
	
	
	

	Buses for public use in large and medium enterprises
	1,7
	1,4
	1,1
	1,0
	0,9
	0,8
	0,8
	0,6

	Buses (itinerary taxi-vans) of small transport enterprises and natural persons, engaged by municipality administrations, units
	--
	--
	81
	118
	186
	271
	449
	486

	Passenger service vehicles
	2,1
	3,3
	3,6
	4,0
	4,3
	4,5
	4,6
	5,0

	Special purpose cars
	9,5
	7,0
	5,5
	5,3
	4,7
	4,8
	4,5
	4,3

	Passenger cars of private persons
	70
	112
	232
	237
	258
	266
	276
	295


Passenger transport by railway

Latvia

Public rail passenger transport in Latvia is provided by two operators – national operator Pasazieru vilciens and local carrier Gulbene – Aluksne banitis operating only narrow-gauge passenger rail line in Latvia declared as national cultural monument. 

Latgale region is crossed by three passenger rail lines but none of them are electrified and only two of them are currently in operation – Riga – Daugavpils and Riga – Zilupe (Rezekne). Number of trains on direction Riga – Daugavpils is four trains per day, but Riga – Zilupe (Rezekne) direction 6 trains per day including three international trains. 

In Vidzeme project region in line Riga – Gulbene there are one train per day, but in line Riga – Lugazi there are 10 trains per day leaving Riga, but most of them go to Sigulda (~ 50 Km from Riga) and only three trains per day reach Lugazi final station. 

Domestic transport 

According to data provided by state JSC “Latvijas Dzelzcels” number of passenger transported by domestic trains in recent years is rising in every railway segment in the project region (see table below). This trend corresponds with situation in passenger transport in all Latvia territory showing increasing mobility of inhabitants. In Latvia Passenger transportation is subsidized using revenues from cargo transport and despite increasing popularity of this mean of transport there is a risk that some segments could be closed for passenger transport in future.      

Table 57. Number of passengers (thousands) transported by domestic passenger trains in project region by segments

	 Segment of railway
	Year
	Increase of passengers  

in period 2003 - 2006

	
	2003
	2004
	2005
	2006
	

	
	
	
	
	
	(Thous)
	(%)

	Vidzeme region
	
	
	
	
	
	

	Cēsis - Valmiera
	174,3
	197,5
	225,3
	260,0
	85,7
	149

	Valmiera - Lugaži
	74,0
	79,8
	86,3
	112,0
	38,0
	151

	Latgale region
	
	
	
	
	
	

	Aizkraukle - Pļaviņas
	805,4
	808,8
	922,7
	1161,0
	355,6
	144

	Pļaviņas - Krustpils
	621,7
	629,5
	708,0
	859,4
	237,7
	138

	Plavinas - Gulbene
	35,2
	32,0
	38,7
	52,0
	16,8
	148

	Krustpils - Līvāni
	281,7
	302,2
	348,3
	395,4
	113,7
	140

	Līvāni - Daugavpils
	280,2
	304,0
	346,7
	372,1
	91,9
	133

	Krustpils - Rēzekne 2
	270,5
	259,2
	276,1
	351,5
	81,0
	130

	Rēzekne 2 - Zilupe
	89,2
	93,0
	99,9
	137,9
	48,7
	155


International passenger transport

In 2006 there were three international train lines crossing project territory: Riga – Moscow (2 trains daily), Riga – Saint Petersburg (1 train) and Vilnius – Saint Petersburg (1 train). Most of passengers use these trains for international travel and main passenger flows are between Riga and Moscow, Riga and Saint Petersburg, Vilnius and Saint Petersburg (see table below). Data concerning international trains provided by JSC “Latvijas Dzelzcels” covers time period of one year from July 2006 to June 2007. During this period total number of passengers traveling between Latvia and Russia through this region is more than 300 thousand. From this number only 27 thousand passengers (less than 10 %) are arriving from or coming to stations of project region. 
Most of these passengers are served at Rezekne, Daugavpils and Krustpils stations. Use of international trains for domestic trips is low due to higher pricing comparing to domestic trains and timing, as they mainly are planed for longer trips and do not suit domestic needs.  For example, there are six trains from Riga to Rezekne daily – three are domestic and three – international, but number of passengers in international trains is only ~ 20 % of total number of  passengers.   

Table 58. Main flows of passengers trough project region using international trains (both directions)
	Lines
	Number of passengers
	Remarks

	All stations in Latvia - All stations in Russia 
	310547
	

	Riga – Moscow
	190081
	

	Riga - Saint Petersburg
	71222
	

	All stations in Lithuania - All stations in Russia
	38578
	Train

Saint Petersburg - Vilnius


Cross border passenger flows between stations in Latvia and Russia in the project region (Rezekne, Daugavpils, Zilupe, Karsava, and Pskov, Velikije Luki, Sebez, Pitalovo) are small and mostly passengers from these stations travel to bigger cities (see table below).

Table 59. International passenger flows among stations in project region and other foreign stations (July 2006 – June 2007)  - both directions
	Station in Latvia
	Foreign station
	Number of passengers

	Daugavpils
	Pskov
	991

	
	Pitalovo
	123

	
	All stations in Lithuania
	630

	
	All stations in Russia
	7595

	Karsava
	Pskov
	9

	
	Pitalovo
	2

	
	All stations in Russia
	153

	
	All stations in Lithuania
	4

	Rezekne
	Sebez
	289

	
	Velikije Luki
	379

	
	Pitalovo
	146

	
	Pskov
	623

	
	All stations in Russia
	14709

	
	All stations in Lithuania
	101

	Zilupe
	Sebez
	21

	
	Velikije Luki
	39

	
	All stations in Russia
	412


Pskov region

Railway transport in the territory of the Pskov Region is represented by subdivisions of the two structural units of Oktyabrskaya Railway, the branch of Russian railways OJSC:

St. Petersburg – Vitebsk branch of Oktyabrskaya Railway deals with the organization of cargo transportations and proper maintenance of the entire infrastructure of railway transport in the territory of the region. 

Pskov passenger-service office of Oktyabrskaya Railway is a branch of TRANSSERVIS Passenger Company (St. Petersburg), which provides for railway passenger transportations in the territory of the Region both locally and long-distance. 

In the Pskov Region territory there is an extensive railway network (total length of rail tracks is 1.055 km), 112 railway stations (4 of them are large railway junctions: Pskov, Velikiye Luki, Dno, Novosokolniki), 5 border crossing points (1 with Estonia, 2 with Latvia and 2 with Belarus), 2 locomotive sheds, 2 railway car sheds, 4 permanent way divisions, 3 signal and communication divisions, 1 power supply division, 2 civil structure divisions, 1 passenger-service office.

At all major stations there is an Express-2 automated tickets selling system put to operation.

In the Pskov Region territory 3 trains are formed in Pskov-Moscow direction, 2 trains – in Velikiye Luki-Moscow, 2 trains — in Velikiye Luki-St. Petersburg, 2 trains — in Velikiye Luki-Murmansk, and there are trailer car groups as well: Pytalovo-St. Petersburg, Sebezh-St. Petersburg, and Sebezh-Moscow. A passenger train Velikiye Luki-Pskov-St. Petersburg is put in operation, which provides for everyday annual communication of ten districts of the Region with each other, with the regional center and with the center of the North-West Federal District.

For local communication in the territory of the Region 36 train-pairs are used: 

· Pskov railway junction - 12 local train-pairs; 

· Velikiye Luki railway junction - 11 local train-pairs; 

· Dno railway junction - 10 local train-pairs; 

· Novosokolniki railway junction - 3 local train-pairs. 

Leningrad Oblast 

There are no detailed data concerning passenger transportation in oblast but total number of passengers carried by railway in 2005 was 40.1 million. Most of the passengers are transported in suburban routes – 39.9 million and only 240 thousands of passengers – in intercity routes.     

6 TRANSPORT INFRASTRUCTURE
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The map below summarises the region's transport infrastructure as well as development plans:
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 Figure 11: Existing and planned transport infrastructure in the project region

6.1 Road infrastructure

Latgale and Vidzeme - Present infrastructure

Two European routes - E22 (Holiheda-Ventspils-Riga-Velikije Luki-Moscow-Vladimir-Nizhnij Novgorod) and E262(Kauņas-Ukmerge-Daugavpils-Rezekne-Ostrov) croses Latgale region. These routes are divided in following National motorways 
A6 Riga-Daugavpils-Kraslava-Belarussian border (Pāternieki) (part of route E22);

A12 Jekabpils-Rezekne-Ludza-Russian border (Terehova), (part of route E22
A13 Russian border (Grebneva)-Rezekne-Daugavpils-Lithuanian border (Medumi), (part of route E262).
Vidzeme region in the direction of Russia is crossed by European route E77 (Pskov – Riga – Šiauliai – Kaliningrad - Warsaw – Kraków – Zvolen – Budapest). 
In general, road quality in Latvian part of international motorways corresponds to EU requirements although there are some problems due to lack of financing and lower quality requirements during road design and construction in Soviet time. 

Geometrical characteristics of roads are sufficient as well as flatness of pavement, but carrying capacity of roads in 70 % of cases in bad weather condition does not support maximal weight of vehicle according to EU requirement 96/53/EC creating damages at road surface. Most critical situation are in span Ludza – Russian border of road A 12, because initially this road was planned for local use.  
An other problem is bridges that are designed for lower maximum weight (usually 50 tones) and due to deterioration their carrying capacity are even lower. Along with increasing weight of cargos there is increasing risk of insufficient carrying capacity of bridges especially at road A12 (Jekabpils-Rezekne-Ludza-Russian border (Terehova)). 

Current traffic could be characterized as low and capacity of main motorways in Latgale region allows increasing number of vehicles at least twofold without any serious problems.  
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Figure 12: Traffic intensity (number of vehicles per day on average) on Latvian roads in 2005 and 2006

The strength of the road network lies in its extensive road network which is capable of transports passenger and freight vehicles. It does, however, have low capacity with areas of consistent congestion, particularly during peak-hour periods. There is a need to ensure that road investment is not excessive to the detriment of the other modes, in particular rail. A key observation from other accession countries is the value in updating the rail system and attracting passengers and freight away from the road. Investment in the road infrastructure in key strategic areas of the region provides the opportunity to reduce journey times to key locations. This includes road access to enterprise regions with logistic centres, population areas and airports. Roads in an enabler to enterprise zone development which includes logistic centres and modal interchanges.

The conclusion to be drawn from the current and projected data is that the demand for road transport is likely to increase over the next 5 years and become the dominant mode. This is in part the result of increased road use is the outcome of socio-economic development common to an accession country transitioning to increased prosperity. The continued preference for road transport together with limited investment in rail, is likely to result in a modal imbalance. To ensure that an effective passenger and freight transport system is available to the populations of the region to enable economic growth investment in multi-modal transport strategy is vital.
Latgale and Vidzeme - Road infrastructure development plans

According to forecasts overall intensity of inland traffic in Latvia in next ten years could increase 1.8 times, but international transportation could rise 2 - 3 times. Existing road network and infrastructure with appropriate maintenance and development are capable to carry future loads. 

There are several projects that address most critical issues e.g. reconstruction of span Rezekne – Ludza – Russian border of road A 12, hat will be started in 2008, and reconstruction of span Jekabpils – Varaklani of road A12 including reconstruction of bridges. 
In year 2007 around 100 million EUR are planed to spend on improvement and building of new main motorways in region using state and EU financing. Implementation of these projects will raise quality of roads increasing transportation speed and lowering loses due to improved safety. In next 5 -10 years investments in road infrastructure will increase due to increased state and EU financing, but there are some obstacles that could hinder implementation of these plans as rapidly increased road building costs and lack of capacity of road construction industry.   
The Vidzeme planning region is attempting to set roads in the direction Latvian border – Salacgriva (Vientuli – Vilaka – Balvi – Gulbene, Rezekne – Gulbene, Gulbene – Smiltene – Valmiera – Salacgriva) as roads of state importance. This would allow investment into the road infrastructure (which is currently not maintained sufficiently) and formation of new transit corridor that would be among the shortest routes for goods carriage between Russian border and Latvian sea ports, provided that the port of Salacgriva can maintain efficient operations and attractive tariffs. 
Salacgriva port has modern facilities and has sufficiently increased its turnover over the last years.

The corridor would considerably unload Rezekne – Riga highway.

Pskov and Leningrad oblast – present infrastructure
The following motorways run through the Region:

· Moscow – Riga 

· St.Petersburg – Kiev – Odessa 

· St.Petersburg – Vilnius 

· St.Petersburg – Riga etc. 

In the territory of the Region 102 intercity routes, 248 local routes and 82 city routes were opened.

Pskov and Leningrad oblast – development plans

Plans of highway infrastructure development in Leningrad Oblast are:

· construction of second line of ring way around St.Petersburg. Alignment of road passes by the territories of Lomonosov rayon of Leningrad Oblast, the town of Lomonosov, Petrodvorets and Krasnoselskiy rayons of St.Petersburg from confluence with highway St.Petersburg – Sosnovy Bor (the district of Bronka railway station) to federal highway “Narva”; total length of second line of ring way is 36.4 km including on the territory of St.Petersburg – 8.8 km and Leningrad Oblast – 27.6 km; 
· reconstruction of highway “Scandinavia” (M-10, E-18) with construction of passing around the town of Vyborg, accesses to border crossing point Brusnichnoe, ways to seaport complexes of Primorsk and Vysotsk;

· reconstruction of highway Vyborg – Komsomolskoe – Svetogorsk (access to new border crossing point) including it in the system of federal highways;

· building of new federal highway leading to seaport complexes in Luga guba (commercial seaport Ust’-Luga) – highway “Narva” – the town of Luga – the town of Velikiy Novgorod (with passage to federal highway “Russia”);

· creation of rectilinear automobile connection between Vyborg transport hub and Republic of Karelia;

· construction of way from dam to existing federal highway A-120 and building of new section from that road till adjoining to federal route M-18 with organization of traffic intersection, that will create deep ring passing around St.Petersburg;

· reconstruction of highway St.Petersburg – Sortavala including it in the system of federal highways;

· creation of way from Podporozhje to Petrozavodsk;

· building of new federal highway which will give access to central districts and Volga regions and also provide direct connection of one of large regional industrial centers of Leningrad Oblast – the town of Kirishi – with St.Petersburg;

· building of highway passing around the towns of Kingisepp, Tikhvin, Pikalevo, Tosno, Vyborg, Luga, Lodeynoe Pole and some other settlements by federal highways;

· construction of high-speed highway St.Petersburg - Moscow;

· highway St.Petersburg – Lodeynoe Pole – Vytegra – Pudozh – Perm’ (Russian Northern corridor);

· highway Lodeynoe Pole – Podporozhje – Tokari – Pai – Petrozavodsk (advanced direction of federal highway “Kola”);

· highway Lodeynoe Pole – Tikhvin – Boksitogorsk – Nebolchi – Borovichi – highway “Russia” (way from eastern rayons of Leningrad Oblast to Novgorod Oblast; connection of federal highways “Kola”, “Vologda – Novaya Ladoga” and “Russia”;

· highway Vyborg – Vysotsk - Primorsk;

· highway Seaports at northern coast of Finnish Gulf – Priozersk – Republic of Karelia (motor transport connection of Republic of Karelia with seaports Vyborg, Vysotsk and Primorsk).

6.2 Road border crossing infrastructure 

Present infrastructure

Currently at Russian Latvian border there are three border crossing points for cargo transport that are fixed in intergovernmental agreements:

· Terehova BCP (Border Crosing Point);

· Grebņeva BCP;

· Vientulu BCP.

After receiving note from Ministry of Foreign Affairs of Russian Federation (February 2001) that states that infrastructure of Vientuli BCP are unsuitable for controlling trucks, there are ban on transit custom and export procedures and trucks are not allowed to cross border. There is one border crossing point that is not fixed in intergovernmental agreements "Pededze – Brunischev", and there are also three BCP constructed that are working at very limited scale -  "Berzini", "Punduri" un "Aizgarsa". 

 Insufficient capacity of border crossing points is major obstacle that slows cargo transport flow through motorways in the region. In previous three years number of trucks crossing border at Terehova and Grebneva BCP has increased dramatically (see table)

Table 60:  Number of trucks crossing at Terehova and Grebneva BCP in Russia direction
	
	Year

	
	2004
	2005
	2006

	Terehova BCP
	98 720
	118 253
	138 398

	Grebneva BCP
	50 951
	58 540
	76 250

	Total
	149 671
	176 593
	214 648


These BCP were built more than ten years ago and based on forecast for 15 years, but increase of transport flow was much faster than predicted and it resulted in situation that capacity of BCP are several times lower than necessary, thus affecting quality of services and decrease safety custom and other procedures at border. Table describes capacity of BCP. 

Table 61:  Capacity of Terehova and Grebneva BCP

	BCP
	Maximal designed capacity (24 hours)
	Maximal existing capacity (24 hours)
	Maximal designed capacity after implementation of planed improvements
(days)*

	Terehova
	350
	450 – 500
	600

	Grebneva 
	200
	300
	400


* in beginning of 2007 plan for increase of capacity of BCP was submitted to Cabinet of Minister of Latvia. 

Lack of capacity also creates long cues of trucks before BCP at Latvian side and in beginning of July 2007 there were 1000 trucks in the cue at Terehova BCP and 300 trucks at Grebneva BCP. Estimated waiting time was 68 hours at Terehova and 35 hours at Grebneva. Fast addled cargos are served immediately but other trucks have to wait and it creates environmental problems and affects driving safety.     
Development plans - Latvia

According to forecast made by Ministry of Transport of Latvia in next decade intensity of trafic through Terehova, Grebneva and Veclaicene BCP could raise 3,6 times, but intensity of trucks - 5,5 times. To support these flows crossing capacity of Latvia – Russia border has to be increased by 5 times in next 10 years. According to plan submitted to Cabinet of Ministers of Latvia in February 2007 there are several proposals for increase of border crossing capacity.

· Modernization of Terehova and Grebneva BCP 

Design for modernization of two BCP has already started and it is planed to make construction works in 2008 in Terehova and in 2010 – in Grebneva. Proposals for modernization include widening of roads before BCP, building more places and tracks for custom and border crossing procedures in BCP, improvement of weighting system, integration of IT systems, improvement of cargo scanning system, introduction of electronic cargo tracking system, building of new facilities for personnel, improvement of traffic control infrastructure and others.  After implementation of these improvements maximal border crossing capacity in Terehova BCP will increase to 600, but in Grebneva – 400 trucks per day.     

· Construction of Vientuli BCP 

Design for construction of Vientuli BCP will by finalized in 2007. Proposals for construction include building of BCP with six border crossing tracks in each direction including all necessary infrastructure. It is planed to start construction works in 2008 and planed maximal capacity of Vientuli BCP is 600 trucks per day. 
Opening of Vientulu BCP will facilitate road transportation via Northern Latgale (Balvi) to Vidzeme (Gulbene, Valmiera) and to the port of Salacgriva. 
· Building of Opulu BCP

In consultation between Russian and Latvian custom and border guard institutions there were proposal for building of new border crossing point close to Terehova BCP. Initially it was planed only for passenger vehicles, but taking in to account rapid increase of cargo flow it is proposed to build Opuli BCP also for cargo vehicles. To proceed this proposal further consultations and agreement between Latvia and Russia is needed and working group suggests to Ministry of Foreign affairs to start official consultation with Russia about this issue.     

· Building of parking places near BCP 

To improve waiting conditions for truck drivers and offer fulfilment of necessary documentation before coming in to BCP it is proposed to build two parking places for trucks near Terehova and Grebneva BCP respectively. It is planed that state will finance building of such facilities for with capacity of 1000 trucks in Terehova and 500 – in Grebneva. It is planed that parking places will start to operate in 2007 and parking will be mandatory for all trucks crossing the border from Latvian side. Parking will be paid service and parking place operator will provide following services – maintenance and guarding of territory, organization of cue, electronic check - in in cue before arrival, toilets and water free of charge. Other services – catering, hotels, communication, support in custom procedures etc. could be provided by private companies. 

Private initiatives 

In the beginning of 2007 there were several parking places – terminals already opened near Terehova BCP operated by private companies.  Two terminals are already in operation, but one is in construction. These terminals offer storage of cargo, information of Russian custom institutions before arrival, help in custom documentation and other services. State institutions have received several proposals from other companies asking permissions for opening more terminals near BCP.  

Present situation – Pskov oblast
The crossing point is equipped in accordance with the international standards.

In order to facilitate the procedure of crossing the border and reduce the time spent at the border the following activities are carried out:

· new working places are arranged by attachment of people from other border crossing points in the Pskov Region and other regions;

· meeting with parties involved in foreign-economic activity are arranged;

· time-keeping procedure at border crossing points is started.

Within the plan on arrangement of inspection and review complexes, in 2006 project and design works at Ubilinka crossing point were held. The complex is to be built in 2007. 

The following measures are taken to improve the border crossing procedure at Burachki border crossing point:

planned activities with all the participants of control at border crossing point:

· quarterly arranged meetings with the authorities responsible for border crossing procedure at Burachki crossing point. At the coordination meeting issues on reducing queues, information exchange and other question are raised and discussed. In 2005 (within the framework of the meetings on 08.12.2005) a Technological Scheme on border crossing procedure of physical persons, means of transportation and goods at Burachki crossing point is approved. In 2006 additions and changed directed on improvement of the procedure were made to the Scheme.

· information exchange with Latvian authorities is achieved.

· information exchange on meetings of heads of national transportation associations in Latvia is achieved.

· cooperation with Russia and Latvian companies involved in foreign-economic activity is started.

· cars and buses are being reviewed at the same time.

internal activities: 

· monitoring of border crossing procedure at Burachki crossing point in order to figure out problems, tendencies and find solutions (everyday monitoring, monthly analyses, might be more often if required).

· additions and changes in the Technological Scheme.

· staff trainings.

· use of all the reserves (people, computers, communications facilities etc.)

· cooperation with JSC «ROSTEK-PSKOV» on forming of electronic copies of transportation papers. The procedure takes 15-20 minutes. The number of operators is sufficient and it means the time for making the papers but not waiting in a queue.

· monthly monitoring of goods flows to improve the border crossing procedure;

· daily monitoring of goods flows (by the days of the week) to arrange the work of the border crossing point in optimal way.

· most of the transportation leaving Russia is without goods. There are special places for crossing the border for such means of transportation.

· risk management is used to reduce the number of customs examinations.

· At the present moment preliminary informing on the goods imported to Russia is paid special attention as being the most perspective. Computers and communication facilities are arranged, special places are singled out, new working places are arranged. The procedure helps to reduce the time at the border crossing point up to 10 minutes. Besides Customs-Logistics Technologies within the agreement between Sebezh Customs and North-West Customs-Logistics Service Ltd. are being started to use at the present moment.

· a number of staff was increased by 36 people in 2006.

cooperation with customs authorities

· collection, analysing and presentation of information and suggestion that may improve the border crossing procedure;

· information exchange with the President’s Representative in the North-west of Russia, Federal Security Service, Ministry of Defence, Region Administration etc.

Development plans – Pskov Oblast
In order to facilitate the procedure of crossing the border and reduce the time spent at the border the following activities are carried out:

· new working places are arranged by attachment of people from other border crossing points in the Pskov Region and other regions;

· meeting with parties involved in foreign-economic activity are arranged;

· time-keeping procedure at border crossing points is started.

Within the plan on arrangement of inspection and review complexes, in 2006 project and design works at Ubilinka crossing point were held. The complex is to be built in 2007. 

Development plans of Burachki border crossing point:

· in 2006-2008 reconstruction of Burachki border crossing point is planned. The customs area, a number of strips of ways is to be increased, new inspection and review place for trucks examination is to be build, inspection and review complex is to be arranged (building is started in August 2006). It will modernize Burachki border crossing point and facilitate the border crossing procedure.

· Burachki border crossing point is the first border crossing point where information system uniting all the authorities responsible for process of crossing the border will be introduced.

6.3 Rail infrastructure
Latgale and Vidzeme - Present infrastructure

The strengths of the Latvian rail network are its strategic position close to the TEN-T network, routes that connect to the strategic ports of the Baltic and offer an alternative route from Moscow to the European markets. The rail industry does have a number of challenges, particularly related to an industry that is in need of modernisation and delivering parts of the TEN-T network. 
The opportunity is to develop a secondary rail network that keys into the TEN-T network for improved domestic and transit freight, as well as enabling passenger’s commuter and intercity travel. This will promote regional development and make the Moscow route to the Latvian ports a viable alternative.
Railway transport accounts for 56% of the total transport in the state and for more than 80% of cargo transport to ports in the TEN-T network: to Riga, Ventspils and Liepaja through Jelgava, Krustpils and major railway junctions in the eastern part of Latvia – Daugavpils and Rezekne. Due to comparatively small distances, internal railway transport is less developed and international railway transport is dominant: international railway transport accounts for 93.4% of the total volume. Trains mostly deliver cargo to ports of Latvia and are empty on their way back, thus there are vast possibilities to ensure cargo turnover in backward direction.
Total length of railways in Latvia in is 4423,6 km and privately owned is 12,6 % but publicly - 87,4%, or 2717,7 km. Less than 10 % of public railways is managed by municipalities but rest of railroads - 2579,0 km by state joint stock company Latvijas dzelzcels. Only 11 % of railways are electrified that is considerably lower that average in Europe (50%). In 30% or 605 km of main strategic railways in Latvia reconstruction is needed and, to stop deterioration of rail infrastructure, reconstruction of 65 km annually is necessary. In general, railway of infrastructure Latvia are in line with EU standards, but one of major problems is, that 26,3% of all railroads are not arranged with traffic regulation systems according to EU traffic safety requirements.  

Rolling stock of Latvian rail in 2005 consisted on:  

249 locomotives (174 – freight, 17 – passenger, 58 – shunting operations);
148 railcars (107 – electric, 41 – diesel);
492  Passenger carriages (208 – electric,  123 – diesel, 161 – other);
8871 Freight wagons (1449 – covered, 1410 – high-sided, 222 – flat, 5790 – other) from which 3581 are privately owned;
Total capacity of wagons is 577.0 thousand tons.
Rail infrastructure also includes: 170 station (6 large railway nodes, 33 freight stations, 76 stations with freight operations) 6 depots, 3512 switches and 60 Rolling stock heated axle recognition systems. 
Figure 9 below shows the cargo transportation capacity for the Latvian rail system in 2006. When compared with figure 10 for the period 2007 to 2013 the key point of note are increased line speed, increased capacity on the network, construction of distribution points, improved communication systems and improved stations. The outcome will be an improving rail system that will offer customers a faster more reliable transport network to rival roads or supplement roads as part of a multi-modal end-to-end delivery. With such improvements need to come improvements to the border-crossing times to ensure that the improvement in rail journey times is not negated by delays at border crossings. 
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Figure 13: Cargo transportation capacity for the Latvian rail system in 2006

Latgale and Vidzeme - Development plans
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Figure 14: Development of main railway nodes and development of East-West rail corridor (2007-2013)
 (Transportation capacity in mill tons per year/ train pairs per day after implementation of development measures)

To maintain market position of Latvian railway in international freight transport it is important to continue ongoing railway infrastructure development and traffic safety projects along with implementation new projects. Ministry of Transport as one of strategic goals for railways has set reaching of 100 million tons of freight transported in 2013. Reaching of this goal is also dependent on actions taken by Russian side, but unfortunately Russia does not have any plans to increase capacity of railways connected with Latvia.  

Majority of coming investments in 2007 -2013 are planed for development of East-West railway transport corridor. Other strategic direction is development of Rail Baltic project evaluating  feasibility of building of Latvian part of new high speed railway that connects Helsinki and Berlin thus offering alternatives to existing means of transport.   
According to Ministry of Transport priority directions for investments in period 2007 – 2013 will be following:
· Building of second track and modernization of automatic traffic management system in segment Riga – Krustpils (71,2 million EUR)
In the segment Rīga-Krustpils next to the existent railway track it is planned to construct new second railway track with the total length of 52 km from Skrīveri to Krustpils and to equip this segment with modern microprocessor centralization system. Within the project it is planned to construct new bridge over the River Aiviekste, to reconstruct hotbox control points and hotbox meters, to modernize automatic block devices and electric supply devices.

· Reconstruction of Riga railway node; (101,6 million EUR)
The project is related with relief of the Riga Free Port territory around the Riga centre from the cargo transshipment operations, transferring port towards the sea. Within the project it is planned to carry out reconstruction of the Riga port and its development in Kundzinsala as well as construction of connecting roads Ganibu Street – Vejzakusala – Riga port and development of the existent Bolderaja station. Construction of receipt and dispatch station Boderaja II, construction of Krievu sala station with connecting roads through development of railway infrastructure on the left bank of the River Daugava.
· Electrification of East-West railway corridor (research, preparation of proposals and implementation) 100,2 million EUR
Introduction of unified system of mobile communications GSM-R in East-West railway corridor (63,7 million EUR)

· Reconstruction of Daugavpils railway node; 

· Reconstruction of 260 km of railway tracks 

· Change of 500 switches 

According to the information provided by Latvian Rail, the following improvements are planned in the project territory (Latgale-Vidzeme) over the future period of 2007 – 2013:
· Introduction of automatic traffic management system on stretches Rezekne – Krustpils and Daugavpils – Krustpils

· Construction of second track at the stretch Indra – Bigosovo

· Development of Daugavpils cargo node

· Construction of new separated tracks at the stretch Rezekne – Krustpils

The above measures are planned to be realized in case current throughput capacity is exceeded, especially on the stretch Indra – Daugavpils. 

Pskov oblast – present situation

Railway transport in the territory of the Pskov Region is represented by subdivisions of the two structural units of Oktyabrskaya Railway, the branch of Russian railways OJSC:

St. Petersburg – Vitebsk branch of Oktyabrskaya Railway deals with the organization of cargo transportations and proper maintenance of the entire infrastructure of railway transport in the territory of the region. 

Pskov passenger-service office of Oktyabrskaya Railway is a branch of TRANSSERVIS Passenger Company (St. Petersburg), which provides for railway passenger transportations in the territory of the Region both locally and long-distance. 

In the Pskov Region territory there is an extensive railway network (total length of rail tracks is 1.055 km), 112 railway stations (4 of them are large railway junctions: Pskov, Velikiye Luki, Dno, Novosokolniki), 5 border crossing points (1 with Estonia, 2 with Latvia and 2 with Belarus), 2 locomotive sheds, 2 railway car sheds, 4 permanent way divisions, 3 signal and communication divisions, 1 power supply division, 2 civil structure divisions, 1 passenger-service office.

At all major stations there is an Express-2 automated tickets selling system put to operation.

In the Pskov Region territory 3 trains are formed in Pskov-Moscow direction, 2 trains – in Velikiye Luki-Moscow, 2 trains — in Velikiye Luki-St. Petersburg, 2 trains — in Velikiye Luki-Murmansk, and there are trailer car groups as well: Pytalovo-St. Petersburg, Sebezh-St. Petersburg, and Sebezh-Moscow. A passenger train Velikiye Luki-Pskov-St. Petersburg is put in operation, which provides for everyday annual communication of ten districts of the Region with each other, with the regional center and with the center of the North-West Federal District.

For local communication in the territory of the Region 36 train-pairs are used: 

· Pskov railway junction - 12 local train-pairs; 

· Velikiye Luki railway junction - 11 local train-pairs; 

· Dno railway junction - 10 local train-pairs; 

· Novosokolniki railway junction - 3 local train-pairs. 

Pskov oblast  – development plans

There is an ongoing infrastructure development of rail transportation.
The necessity of the development is connected with the development of rail infrastructure, perspectives of industry and tourism development.

· Build of electrified railway Gdov-Pskov

· Start up fast local trains communication on the route Saint-Petersburg-Luga-Pskov

· Modernize and electrify basic railway: Luga-Pskov, Veimarn-Slanzy-Gdov, Oredzh-Dno, Dno-Pskov, Pskov-Pechory.

· Build underground railway to the industrial centre Dno-Porhov-Dedovichi, port centres Pskov, Storozhhinez.

The above stated activities will improve transportation-geographical position of new lake and river ports of the Pskov Region, increase transportation flows and the importance of rail transportation (the Baltic States and Russia), especially in containers. It will increase the capacity of Pskov Hydropower Unit. If the activities are carried out it will be possible to increase transportation between Moscow and Saint-Petersburg (Moscow-Dno-Saint-Petersburg) that will be an impulse to development of the areas.

Leningrad oblast – development plans

Strategic interest of Leningrad Oblast in the sphere of railroad transport development refers to meet the demands of existing and building seaport complexes of Finnish Gulf. It is concerned to remote and near railway accesses to them. When putting into operation of new seaport complexes in Finnish Gulf the railway load will increase significantly. To access seaport complexes of Finnish Gulf there is railroad net strengthening provided on remote and near railway accesses, as well as its electrification, construction of new and reconstruction of existing distributing railroad stations, building of fore-seaport railroad stations. JSC “Russian Railways” also has following priority projects on the territory of Leningrad Oblast until 2008: creation of high-speed train operation on the section St.Petersburg – Helsinki and complex railway reconstruction between stations Weimarn – Ivangorod. Fulfillment of the latter project depends on intensity of seaport Ust-Luga development. Mentioned projects are the largest and priority for Leningrad Oblast and JSC “Russian Railways” as well. 

Specific projects: 
· Organization of high-speed passenger-train operation on the section St.Petersburg – Buslovskaya of Oktybrskaya railway. Length – 157 km, travel time of high-speed trains in traffic: St.Petersburg – Helsinki – is going to reduce up to 3-3.5 hours, Moscow – Helsinki – to 8.5 hours. Maximal volume of passenger conveyances by high-speed trains in direction of St.Petersburg – Buslovskaya is able to amount 500 thsd people to 2010, total number of high-speed trains suggested to circulation at section St.Petersburg – Helsinki will be 4 pairs per day in 2010; project implementation period – 2006-2008, volume of investments is about 16 bln roubles;
· Removal of freight traffic into section Ruch’i – Losevo – Kamennogorsk – Vyborg with aim of division of high-speed passenger and freight traffic and provision of cargo delivery to seaports Vysotsk, Primorsk and Vyborg as well as to border crossing points Buslovskaya and Svetogorsk. Requirement in investments is about 29 bln roubles;

· Construction of new objects in 2005-2008 and development of Oktybrskaya railway infrastructure for JSC “RPK-Vysotsk Lukoil-C” services; financing is 1,893 mln roubles;

· Development of near railway accesses to seaport Primorsk (2006-2010); volume of investments is 6.0 bln roubles;

· Building of foreseaport station Luzhskaya to serve commercial seaport Ust’-Luga; volume of investments is17,897.6 mln roubles;

· Complex reconstruction of railway section Mga – Gatchina – Weimarn – Ivangorod to secure the conveyance of cargo to commercial seaport Ust’-Luga and border crossing point Ivangorod; investments are over 16,400 mln roubles;

· Construction of high-speed trunk railway St.Petersburg - Moscow;

· besides there is stipulated construction of railway St.Petersburg passing around, building of new railway line “Podporozhje – Vytegra” with passage to Arkhangelsk Oblast and electrification of railway section Lodeynoe Pole – Petrozavodsk, building of new sections and strengthening of existing net with its electrification on main directions.

6.4 Aviation infrastructure

Latgale 
For Daugavpils airport, the masterplan is being prepared at the moment.

According to the Master Plan, the airport will start its operations in 2010 with 4 new destinations each each between 2010 and 2011 and another 2 routes in 2012. The passenger traffic is forecasted at the level of 200000 per year in 2010 and is forecasted to increase swiftly to c.a.  

800 000 by 2015 and reach the level of c.a. 1 000 000 passengers per year in 2025. The majority of the traffic (c.a. 90%) is estimated to be international traffic. 

Potential destinations include Moscow, St.Petersburg, Kiev, Minsk, Tallinn, Vilnius, Warsaw as well as Scandinavian countries and Ireland. The management of the airport wishes to position the airport also as a freight transport hub for just-in-time delivery of goods.

Presently the airport infrastructure is run down and requires major investment. The feasibility study indicating necessary amount of funding and the potential sources of financing will be developed by the end of September 2007. 

Pskov oblast 

Air transport in the territory of the Region is represented by two enterprises: PSKOVAVIA OJSC and LUKIAVIATRANS LLC.

LUKIAVIATRANS LLC has 7 AN-2 aircrafts and one MI-2 helicopter on its balance, it provides air service for the state department of civil protection and fire-fighting of the Pskov Region, agrochemical works and patrolling gas pipelines. 

Major part of the air traffic is performed by PSKOVAVIA OJSC consisting of Pskov airport, air-technical works and an aircraft division.

Pskov airport is a 4th class international airport equipped for servicing domestic and international flights.

Today PSKOVAVIA OJSC has 4 AN-26B cargo aircrafts equipped according to international standards which enable it to work with countries beyond the CIS. 

The administration of Pulkovo airport has confirmed its interest in using Pskov airdrome as a reserve one for its aircrafts. 

6.5 Water transport infrastructure

Pskov oblast

In the basin of the Pskov-Peipsi waterbody there are two organizations dealing with cargo and regular passenger transportations: Pskov Port OJSC and GDOV-INVEST CJSC.

Pskov Port OJSC is the main water transport enterprise of the region. It carries out regular passenger voyages to islands and hard-to-reach coast places, extraction and transportation of sea sand and sapropel. 

Port’s production works consist of 2 objects: main base with an administrative building and repair and engineering workshops and a non-navigational resting dock.

The port performs cargo and passenger transportations. For passenger transportations motor ships Polesye-36 and Zarya are used.

GDOV-INVEST CJSC performs cargo transportations of fish products and associated ladings through STOROZHINETS port. At STOROZHINETS port the works on equipping the international border crossing point have been completed. On 05.10.2004 on the order of the Transport Ministry of the RF the crossing point has been opened. Upon the issuing of the decision of the Government of the RF on foreign vessels calling and being maintained at ports Pskov and STOROZHINETS it is planned to start cargo and passenger transportations between the Pskov Region and Estonia.

STOROZHINETS port for the moment has a complete complex of premises for validation of international passenger transportations, a concrete bulkhead wall, a store arch room, a hotel, a refrigerator and a site for containers. The depth of the harbor allows accepting and turning around vessels with up to 4 meters draught.

Development of industrial and transportation centre Dno-Porhov-Dedovichi makes it necessary to develop port centres and internal water transportation reconstruction. Besides this infrastructure development will have a positive impact on tourism and recreation sphere.

It is planned to do the following in the direction:

· Establish port complexes Pskov and Storozhinez intended for overload and processing of metals, timber, building materials, peat, fertilizers etc.

· Reconstruction of internal water transportation in the Pskov and Peipsi Lakes, Narva Water Reservoir, the Velikaya and Narva Rivers.

All the water areas are cross-border ones. Industry and trade development are impossible without water transportation development. Therefore water transportation development will have a positive impact on Russia and the EU cooperation collaboration

7 TARIFFS FOR INTERNATIONAL FREIGHT
The certain tariffs are set only for transportation by railways. To define the cost of conveyance by the other means of transport it is necessary to have a clear idea about cargo parameters and relevant set of transport and logistic services to be provided. The cost of transportation is calculated for each individual case (besides, there are some specific requirements of carrier companies).

Railway transport

The exclusive tariffs are set for container transit through Russian port of Far East via Russian Railways to various countries through Buslovskaya, Brest and Chop railway stations, Ports of Ust-Luga, Sp. Petersburg and Novorossiysk; from the other countries through Zabaikalsk, Grodekovo, Nayshki railway stations; by Russian railways to various countries through Buslovskaya, Brest and Chop railway stations, Ports of Sp. Petersburg and Ust-Luga.

The following tariffs would be considered when calculating transport costs to convey the own (rented) loaded and empty containers on own (rented) platforms attached to container trains (on condition that container trains are made up of the number of carriages set by the carrier) for these directions:

20-feet loaded container – USD 450

40-feet loaded container – USD 900

Besides, the following tariffs are applicable, when transporting the own (rented) containers on own (rented) platforms amounting to third-country container trains through Buslovskaya, Brest and Chop railway stations, Ports of Ust-Luga and Sp. Petersburg transit by Russian railways to the third countries via ports of the Far East and from the third countries trough Buslovskaya, Brest and Chop railway stations, Ports of Ust-Luga and Sp. Petersburg transit by Russian railways to the third counties through Zabaikalsk, Grodekovo, Nayshki railway stations:

20-feet loaded container – USD 300

20-feet empty container – USD 200

40-feet loaded container – USD 600

40-feet empty container – USD 400

Exclusive tariffs are as well set for transportation of own (rented) containers from the third countries through Dostyk railway station transit by Russian rails to the third countries via Brest and Chop railway stations, Ports of Ust-Luga, St. Petersburg and Murmansk. The tariffs on this direction:

20-feet loaded container – USD 450

20-feet empty container – USD 200

40-feet loaded container – USD 900

40-feet empty container – USD 400

Motor transport

The transport company has set the following tariffs for transport services on international conveyance (All tariffs obtained by means of developing the commercial proposals by private companies):

Table 62: Tariffs for transport services on international conveyance company 1
	Tariffs for transportation by 82m3 tent, 20 tons by some cities of Europe

	Euro (€)

	City  
	From Moscow
	To Moscow

	 Poland 
	  
	  

	   Lodz 
	950
	1850

	 Germany 
	  
	  

	   Hamburg 
	1600
	2800

	   Berlin 
	1600
	2900

	   Dortmund 
	1650
	3050


 The table shows average annual tariffs.
The other transport company has the following tariffs (the prices are in Euro, the tariffs are approximate and can be varied depending on situation on transport and dispatcher services market):

Table 63: Tariffs for transport services on international conveyance company 2
	Directions
	TYPES

	
	Tent 120м
	Tent 110
	Tent 100
	Tent 86
	Refrig.

	
	 
	 
	 
	 
	 

	
	from
	to
	from
	to
	from
	to
	from
	to
	 

	 Germany
	 
	 
	 
	 
	 
	 
	 
	 
	 

	East
	4500 
	1200 
	4400 
	1100 
	4300 
	1000 
	3500 
	1000 
	4700 

	West (industrial zone)
	5000 
	1400 
	4900 
	1300 
	4800 
	1200 
	4000 
	1300 
	5000 

	North
	4800 
	1200 
	4700 
	1100 
	4600 
	1000 
	3900 
	1200 
	4700 

	South
	5000 
	1400 
	4900 
	1300 
	4800 
	1200 
	4000 
	1400 
	5100 

	 Holland
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	5200 
	1400 
	5100 
	1300 
	5000 
	1200 
	4200 
	1400 
	5000 

	 Poland
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Warsaw 
	2800 
	1000 
	2700 
	900 
	2600 
	800 
	2500 
	1000 
	2500 

	South-North
	3200 
	1200 
	3100 
	900 
	3000 
	800 
	2800 
	1100 
	2800 


Table 64: Tariffs to convey the combined cargoes from European countries:

	Country 
	City
	Cost 1 м3, Euro
	Delivery period to Moscow

	Germany 
	Hamburg 
	225
	12 - 14 days

	Italy 
	Milan 
	240
	14 days

	Lithuania 
	Vilnius 
	200
	7 days


 The tariffs are given for approximate consignment of 5 m3  in the case when the unit weight is no more than 300 kg/m3. The cost can vary both to smaller and greater price depending on type, weight and volume of cargo and of transportation route.

8 PUBLIC AND PRIVATE INITIATIVES TO DEVELOP TRANSPORT AND LOGISTICS SERVICES IN THE REGIONS
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The section describes initiatives and project in the project territory that aim to develop transport and logistics related services.

8.1 Latgale

NP Properties Daugavpils – new industrial park in Dagavpils.

Developer – NP Properties
· Location - at the former “Dagavpils kimiskas skiedras rupnica” building 

· First stage will be constructed in 2008

· Planned investments for first phase/stage – 9,5 mln eiro (6, 65 mln lats).

· Territory – 18 ha. 

· Greenfield –vacant land plot
AustrumLīnija – the European multifunctional Centre of Logistics on the Border EU – Russia

Developer – RMS

· Location – 2 km from the customs post „Grebnevo”;

· Area of development up to 25ha

· First stage – 12.5 ha

· Terms of operations – March 2009

Rectangular configuration along E 262 road

· Benefits: parking for trucks with café, hotel, petrol station

· Warehouses for different kind of goods.

· Greenfield –vacant land plot

NP Rezekne Business Park

Developer – NP Properties

· Location – in the strategically favourable location – at the territory of Rezekne City Special Economic Zone. 

· By the end of the first stage of the park development, until May 2007, infrastructure on the territory and all the necessary engineering communications will be available.

· At the second stage of the park development warehouse and production premises will be constructed in accordance with specifics of activity and desires of logistics, transport and transit companies.

· Greenfield – vacant land plot

8.2 St.Petersburg and Leningrad oblast
Table 2 below provides a SWOT-analysis of state and private initiatives, provision projects and expected improvements of transport and logistics services in the region.

Table 65: SWOT-analysis of state and private initiatives, provisional projects and expected improvement of transport and logistics services in project area

	State and private initiatives / provision projects / improvement of transport and logistics services
	SWOT – analysis
	Project Finish
	Comments

	
	Strength 
(Advantages)
	Weakness
	Opportunities
	Threats
	
	


	1
	2
	3
	4
	5
	6
	7

	Project law “On alterations to some of Legislative Acts of Russian Federation regarding establishment of port zones and special economic zones”
	Stimulation of port economy and development of port competitive services with respect to foreign services;

Can be established on the base of existing sea and river cargo terminals of international airports;

Participation of the State in creation of engineering and transport infrastructure, the funding for construction comes from federal and regional budgets within 50% x 50%;

Tax remissions for port zones residents;

Introduction of “one-stop-shop” scheme when register the zone residents;

Investors are granted with customs facilities for import of equipment.
	Absence of institution capacities, that allow to provide transparency of decision making on directions of investment and control on effective funds allocation;

Absence of developed system of private-state partnership.
	contribute to development of attendant services, that would include transportation, warehousing, distribution and management of logistics network, i.e. the whole range of services with substantial added value;

speed-up of integration of Russian Federation into world economy and redistribution of international goods and capital flows;

increase of attractiveness of port zone status due to introduction of free customs zone regime that would create favourable conditions for attraction of funds in port complex development;

Creation of favourable conditions for port services development on one hand, would lead to reduction of outflow of service consumers from the country and, on the other hand, would contribute to attraction of transport services from abroad, with the export growth at about 50% to 100%. This will help to complete the objective of doubling sea and air cargo transportation during the first 2 years that is forecasted to result in increase in bites of taxes;

Promotion of foreign trade and innovation activities, increase in volume of exports, creation of additional of work places, stimulation of development of competitive types of science intensive technologies and industrial production that lead to additional onflow of direct investments.


	High level of corruption;

Financial implications for federal, regional and municipal budgets can be estimated only from the point of expediency of creation each separate special economic port zone, that might lead to misuse and lack of transparency of the process of granting the status of the Zone.
	Tender for creation of this type of zoned would be opened in the second half of 2007. The period of special economic port zones operation is 49 years.
	At present, the expediency of creation of special economic port zone is at the stage of discussions and development, both on the territory of operating St. Petersburg port and in Lomonosov, Kronshtadt, Ust-Luga and other areas.  

	Development concept of informational provision and creation of logistics “chain” / network (special initiative of St. Petersburg)
	Establishment of managing structure, guaranteeing the integrated informational space (access to information at any stage of cargo processing / path)

Collection, integration, transmission and processing of information within united logistics center, acting as manager of all parties of transport process.
	Lack of highly qualified specialists in the sphere of logistics;

High risk rate of large investments. 
	integration of informational systems, located in separate areas, in a single whole;

Creation of transport and logistics complexes that would meet all international standards
	Suppression of development of logistics infrastructure by curtain stakeholders.
	At development / discussion stage.
	

	Geoinformation system for investors (St. Petersburg)
	Relevant web-resource, allowing to obtain the information on perspectives and conditions of investments in St. Petersburg;

Summarized data on buildings, ground areas, terms and conditions of setting out for tender, information on implementation phases of private information projects, referred as to strategic for St. Petersburg. Data on preserve zones and historical buildings protected by state and the city. 
	Regular information renewal in the system is required.

Potential possibility of bugs in the system functioning.
	opportunity to estimate the investment attractiveness of each presented object; 

the prospects of mapping the General Plans until 2015 and 2025 on the city plan would allow to make analysis of functional use of property objects in the nearest 20 years.
	Unsystematical update of information may result in unjustified and incorrect strategic decision-making by potential investors
	The system is currently operating; the information is being updated.
	

	Development strategy of St. Petersburg transport and logistics complex (TLC)
	Terminals, processing polluted bulked (including liquid) cargoes are moved out of the city and replaced with those processing container, refrigerator and ro-ro types of cargo;

Rapid cargo processing at the expense of customs procedures, modern technologies of inspection of cargo;

“Pulkovo” Airport operates as large docking assembly (Hub);

Creation of large and medium motor transport enterprises, specialized on shipping the particular types of cargo;

Warehouse complex, constructed in the limited number of territorial zones, located outside consistent housing development and near Ring motorway, large speedways and road intersections;

Logistics complexes operate near industrial enterprises, industrial zones host a number of logistics enterprises, warehouses and dealer centers;

The development programme for different types of transport and network of streets are being designed and introduced in coordination with warehousing capacity increase.
	The core of TLC – Large port stays in the city that does not solve main transport problems of the city; 

Deficit of  free lands in St. Petersburg, absence of appropriate (from engineering point of view) large sites;

Non-coordination of city and oblast plans of TLC development.
	Converting St. Petersburg from foreign trade transhipment point into the largest distributional center of European part of Russia;

Development of sea tourism due to ferry and passenger complex “Morskoy Fasad” on alluvial territories of Basil Island
	the questions of informational, normative and legal and technical provision of complex are not solved

The HR question is not solved and the system of vocational and technical education of the city is not updated;

Non-acceptance of “Transport Complex of St. Petersburg”.
	The strategy is developed for the period until 2015; it passed the discussion phase and approval in St. Petersburg Government.
	Proposals on alterations and addenda to the federal targeting programmes on transport and logistics development will be developed on the basis of Strategy.

	 “Ust-Luga” special economic zone of industrial type (Leningrad Oblast)
	provision / support to special entrepreneurial activity regime and creation on its basis of efficient subsidiary industrial cluster aimed at developing and lounging modern port and industrial “Ust-Luga” complex as part of international transport intermodal corridor within European transport system on “North-South” and “East-West” directions;

neighbor developing to sea trade port “Ust-Luga”, currently under construction;

opportunity to use customs facilities regime of the zone;

development of transport and engineering infrastructure and adjoining territories resulted in decrease of time period between decision regarding the placement of production and its launch;

Opportunities for cooperation with other resident zones.
	Temporarily spare power is used for  electricity supplies 

Absence of high-pressure gas pipeline and necessity of its construction, which requires additional investments.
	Increase in competitiveness of “Ust-Luga” trade sea port resulted in improvement of effectiveness of new and existing enterprises’ activities not only in Leningrad Oblast and St. Petersburg, but in other regional of the North-West, hosting the transit cargo flows (Pskov and Novgorod Oblasts, Republic of Karelia);

Creation of modern competitive interconnected manufacturing industries;

Support to optimization of export-import structure and improvement of external economic links;

Efficient involvement of local labor and raw material resources in economic turnover to support the socio-economic development;

Support to growth of geo-economic capacity of North-West of Russia.
	Necessity of parallel placing of big share of investments requires the coordinated actions both from authorities and investors. Therefore, it would slow the launch and operation of other important objects greatly;

Lack of unified water treating facility.
	The project is being implemented since 2006; in accordance with federal legislation, the territory receives the status of the zone for 20 years.
	The project is highly supporting by Leningrad Oblast Government, “Ust-Luga” Company Administration and by the number of large private investors.

	Multipurpose trans-shipping complex “Yug-2” (ferry and car terminal) (in sea port “Ust-Luga”, Leningrad Oblast)


	availability of special customs regimes (including customs clearance of automobiles);

availability of center of presale preparations and system of automatic cargo enumeration;

Processing of attendant load stock-list.


	Warehouse and logistics complex is currently in the phase of general concept elaboration 
	Substantial reduction of deficit of lack of specialized and port capacities in rolling transhipment;

New ferry complex would provide the redistribution of new motorcars cargo flow in the favor of national ports. This cargo flow is currently being processed in the port of neighbouring counties and is delivered in Russia by land.
	In case of failure of commitment of ferry and automobile component of “Ust-Luga” Complex “Baltic Ferry” to concession, the limitations in complex operation may occur.
	Start-up in 2007 (estimated project value – RUR 8.7 billion with 29% - finance from RF Investment Fund; 71% - internal funds of “Ust-Luga” company and obtained funds).
	In 2006 the substantial alterations were made in General scheme of port development (the previous General scheme supposed to construct the container terminal with the facility of 500 thousand TEU a year, however, because of the changes, the new capacity of the terminal in full operation will be 3 million TEU a year).


8.3 Pskov oblast

In Pskov oblast, the following plans of transport infrastructure development are being discussed now:

· Area in Pskov-Pechory-Ostrov triangle (inclusion into Saint-Petersburg transportation region);

· Area in Dno-Porhov-Dedovichi triangle (additional possibilities for Ust-Luzhskiy port and industrial complex development);

Area in Velikie Luki-Novosokolniki-Pustoshka-Nevel triangle (inclusion into Saint-Petersburg and Moscow transportation regions).
Project – Development of Pskov and Velikie Luki transportation centres

Transportation infrastructure development should increase investments to the Region, attract additional transit flows, decrease transportation expenses etc.

It is planned to develop and modernize motorway, rail way and water transportation on the principle of optimization and interrelationship of the activities.

· Develop Pskov logistic centre (river port, customs and logistics centre, airport modernization, railway network, by-pass road around Pskov)

· Develop Velikie Luki logistics centre  (customs and logistics centre)

Project - Development of Gdov transportation corridor

Establishing of Gdov corridor (Pskov-Gdov-Kingisep) should be one of the priorities in transportation development in the Pskov Region. This project will help to develop transportation facilities to the EU direction (one of the most perspective for the Pskov Region development). Activities that may be carried out within this direction should include development of water transportation and reconstruction of motorway Kingisep-Slanzy-Gdov-Pskov.

As gas consumption will significantly increase when Pskov Hydropower Unit starts up new power-generating units, therefore it is necessary to build gas pipe-line Slanzy-Gdov-Pskov.

As the result, transport corridor from Pskov to Kingisep including the federal motorway, electrified railway, internal water transportation and gas pipe-line will be formed. The corridor will help to develop cooperation between Russia and the EU.

9 INITIATIVES TO DEVELOP TRANSPORT AND LOGISTICS SERVICES IN NEIGHBOURING REGIONS
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9.1 Development of transport and logistics services in the rest of Latvia 

In Latvia, transport and logistics related services have developed driven by market, and not so much as a result of the targeted state policy (with the exception of the tax regime). Companies use the geographical location of Latvia to establish distribution and consolidation warehouses for the 3 Baltic countries, as well as distribution centres serving bigger cities like Riga.

There has been limited state support for the development of logistics centres. Currently the ministry of transport is advertising plans for creating large logistic centres near the cities of Jelgava, Rezekne, Ventspils or Riga.  However, the position of the ministry is that it may support construction of such centre if the specific clients are found, for example senders of goods.
At the same time, there is a number of private initiatives to develop logistics centres detailed below.

Central Europe Asia Gateway

Location: Krustpils, near the crossing of Krustpils – Daugavpils and Krustpils – Rezekne railway branches

Container terminal being constructed on the former air field, first stage will be constructed in 0.5 years, test train to be launched summer 2007

· planned capacity 200 000 TEU per annum by 2014 years (already have suppliers of goods for a start)

· Competitive advantage in pricing (already half-constructed facility, not a greenfield site)

· EU export warehouse for Russia

· Trans-shipment and EU export by train

· Offering share holdings to international railways 

· Planning also to attract cargos from Kazakhstan and China 

Dominante Park

Developer – ROTA JSC

· Location – Kekava (20 km away from Riga) – geopolitical and business centre of the Baltic Region, in direct adjacency to highway A7/E67 – a part of the Via Baltica route linking Finland (Helsinki) with Central and Western Europe via the Baltic States. 

· Dominante Park is being developed in 5 phases within Year 2007-2011.

· Manufacture and storage building space -250 000 m2, including modern office building space – at least 10 000 m2.

· The area of the park is 65 hectares

· The second phase of the project will be commissioned in the beginning of 2008 and the third phase in 2009. 

· Total investment in 5 years will amount to almost 130 million EUR. 

· After implementation of the second and the third phases, Dominante Park will successfully compete at the European level with ProLogis, CTPark Network, AIG/Lincoln. 

· Correctly chosen concept and scope have already attracted the attention by the leading international companies in logistics, distribution and manufacturing. 

· Currently, Dominante Park is negotiating collaboration terms and conditions also with the leading local manufacturers planning to relocate their capacities outside Riga

· Rent 5,4 EUR/m2  (this price is only for Dominante Park 2)
NP Ventspils Biznesa Parks 

Developer – NP Properties

· Location - in the town of Ventspils, the second largest economic centre in Latvia after Riga, near the port of Ventspils at the territory of Ventspils Free Economic Zone.

· By the end of the first stage of the park development, until May 2007 

· During the second stage of the park development, in accordance with a client’s specifics of activity and desires, production premises, warehouses and logistics centres will be constructed for various types of companies in need of sea transit opportunities, major Latvian highways and railway lines.

· Greenfield –vacant land plot
Port of Liepaja

Container shipping in Liepaja

Kuršu linijas – first regular container operator in Liepaja Port

Started regular service since 2006

Kuršu linijas was merged with Containerships and now the service is operated under the Containerships brand


Future:

Containerships as a daughter company of Eimskip has serious plans regarding Liepaja port

Establishment of a regular container train –Liepaja –Moscow

Establishment of a new container terminal and cold storage facilities in Liepaja.

NNVT - Noord Natie Ventspils terminal

· Multi purpose: 36 Ha

· Concession: 30 years

· Qualength: 1000m/draft 14m

· Rail connected

· Distribution warehouse
Baltic Container Terminal in Ventspils:

Facilities: 

Ample open storage space, up to capacity of 10 hectares

· Rail. The terminal directly linked by the same gauge railway to the main routes with access from the terminal in place at quay side, at freight station facilities.

· Warehousing. A total of 45 000 square meters covered storage space is available.

· Office Space. The main office building situated at the terminal has space available for rent to third parties (if necessary)

· Berth capacity of handling 1 000 000 TE per annum

· Land storage capacity of 55 hectares
Riga Free Port – New container terminal in Kundzinsala

Developer –„Nacionalais konteineru terminals”

· Location – Riga Free Port

· Territory – 180 ha

· Land leased for 45 years

· Estimated final capacity - 2 mln TEU

· Terms of operations - 2017

Wellman logistic centre 

Developer – Wellman

· Location – Salaspils Convenient location at highway E67, major railways nearby, closeness to Riga Gross area of the registered immovable 6.2 Ha
· Terms of operation – 3rd quarter of 2007

· Allows to deliver all consignments from Tallinn and Vilnius in only four hours.
· The most high-tech and multifunctional storehouse complex in the middle of the Baltic region 

· Rent per 1 m2 – 5, 5 Eiro 

EIRKEL Business centre

Developer – Eirkel Business centre

· Location - Jelgava

· Territory covers - 49 hectares
· The location is ideal for an eastern European consolidation and export location or a pan Baltic distribution logistics hub. The park is situated alongside the Latvian A8 highway which connects in with the trans-national European road network linking Poland, Lithuania, Estonia and Finland with connections beyond to Russia and Byelorussia.

DOMMO business park 

Developer – DOMMO

· Location – "Gaismas", Olaine municipality, 6 km from Riga border, near the junction of A5 and A8 highways

· Terms of operations – September 2007

· Territory - warehouse and offices complex with total area of 58 ha 

· First stage on 28 ha with built area 90 000 sq.m is supposed to be finished in 4 -5 years time, the completion of the whole project would take approximately 8 years.

· Rent: warehouse – 6 Eiro/m2, office – 9 Eiro/m2

Magnat – logistics and industrial centre
Developer - Magnats

Location – Riga Free Port

· Territory – 12, 000

· Terms of operations - 2009

Silmalas – industrial and logistic centre

Developer - R.E.D. Pro company 

Location - Riga – Ventspils, A10 highroad, 1,5 km from Ventspils

· Territory - 1.79 ha (land) 

· Looking for investors 

· Convenient means of transport to Ventspils port, convenient means of transport to Riga, important centre of economic in Latvia

· Greenfield –vacant land plot

Vecinku street Office and warehouse complex

Developer -  R.E.D. Pro company 

Location: Riga district, Marupe municipality
Territory – total warehouse -5 000 m2a nd total offices space – 2, 000 m2

Terms for operation – 2008

Greenfield –vacant land plot.
NP Business Park Jelgava 

Developer – NP properties

· Location - Jelgava
· Territory - 23 hectares and 111,000 m2 for rent, the park has been developed on a site of a former automobile plant RAF.

· Type of tenants in the park– engineering, metal and warehousing industries.

· Greenfield –vacant land plot

9.2 Russia

· The “Russian Railways” initiated project regarding the forming of the largest transport and logistics complex in Russia, including the terminal and logistics centers backbone, located on main directions of cargo flows within the system of international transport corridors. Alongside with SPB, these centers are planned for construction on Moscow, Kaliningrad, Novosibirsk Nizhny Novgorod, Sverdlovsk, Krasnoyarsk, Novorossiysk and Vladivostok transport hubs. The RF Ministry of transport conducted the tenders on design and survey works to develop transport and logistics hub with the total amount of RUR 500 million. The overall capacity of multi-modal transport and logistics terminals launched before 2010 would be more than 100 million tons of cargo (Доклад зам. Министра транспорта РФ Мишарина А. на международной выставке «Транспорт и логистика  - 2007»//www.mintrans.ru)

· Prospectively, the interregional terminal and warehouse complexes (general transport centers) are planned for design and construction. The complexes would perform the following functions: efficient coordination of transhipment procedures to different types of transport and delivery/receipt cargoes on railway boundary passages, operation of common automatic control systems to manage transportation, etc. 

· Raising the port capacities of Kaliningrad Oblast, including ferry line SPB – Baltiisk – Mukran. The development of Kaliningrad initiatives can draw off the substantial part of national foreign trade and transit cargoes from the ports of Baltic countries and Finland. In recent years the port of Kaliningrad gradually gains the position of the outport of SPB port. These ports carry out redistribution of cargo flows, in particular, refrigerator freights with imported foodstuffs, and most of all bananas from South America.

On the whole, it is planned to implement the following project components:

· development of Baltiisk port complex on the territory of the 3rd and the 4th basins, moved under responsibility of the Ministry of transport of RF (in tow recent years 1.2 km of mooring lines with the depth of 10.5 m was constructed; RO-RO complex set its operation on the berth #2; berth #1 is of multifunctional use for transshipment of general and container cargo);

· the project on development of new spur-track to the port of Baltiisk around the city (maximum capacity of Baltiisk railway station is 1.5 million tons of cargo per year, but because the station is located within the city there is no expediency in its further development);

· construction of general cargo terminal, container and oil terminals, five production and warehouse premises on the territory of the 3rd and 4th basins.

In medium-term perspective and in case of full modernization of peers/berths and branch-lines (first of all spur-tracks), the trade port of Baltiisk would be capable of receiving the vessels with the deadweight up to 35,000 tons and up to 200 m long, reloading up to 7 million tons per year.

As for the prospects of Kaliningrad port, it is mainly linked with transshipment of valuable cargoes and oil export (high-quality oil is not transported by pipeline). Besides, the project on creation of another oil terminal is currently under development – its capacity is 6 million tons a year. The site for construction is in Yantarny settlement.

The project capability of Kaliningrad port terminals allows transshipping up to 20 million of different cargoes a year. Modernization of existing and construction of new port terminals would allow to increase the total cargo turnover of the port up to 40-45 million tons by 2015-2020.

In the view of comprehensive development, the investment project regarding creation of multi-purpose (cargo and passenger) ferry complex on direction Ust-Luga – Baltiisk – German ports is aimed at resolving the problem of Kaliningrad Oblast integration to Baltic economy. The Ferry lines are considered to be an efficient alternative to possible solution of transport tariff problems when conveying the goods through contiguous countries. The overall amount of investments in construction of cargo and passenger ferry complex in Baltiisk is estimated at RUR 4.5 billion.

Two passages a week are planned for Ust-Luga – Baltiisk route starting from the year 2007. It is also planned that after completion of construction of port infrastructure objects in Baltiisk, including basin # 4 and putting it into permanent operation the share of railway transport in the total amount of port cargo turnover would reach 6.84 million tons a year.
According to expert estimations, the railway and ferry communication on this route would set up a competition the motorcar conveyance via Belarus and Lithuania.

Development of Murmansk sea trade port is predicated by several reasons. Firstly, convenient geographical location of Murmansk Oblast: availability of transit communication, opportunities for all-the-year-round navigation, direct access to international sea trade routes. Secondly, strategic significance of the Kola Peninsula, a starting point of North Sea route transit. And finally, the brad perspectives are as follows: according to scientific assessments, the Arctic shelf concentrates up to 85% of world hydrocarbon substances stock and up to 70% of various valuable rough and mineral resources.

The Murmansk trade port has the capacity of admitting the vessels with the displacement of over 200,000 tons (for instance, no other port in European part of Russia has such a capacity) and is able to process over 14 million tons of cargo per year, however, today, the port operates at its breaking point. Within the general structure of JSC “MSTP” cargo turnover the largest share (78.6%) is taken by the coal transshipment with the rest of the turnover (21.4%) distributed among the apatite concentrated product, containers, non-ferrous metals and rolled ferrous metals. 
Meanwhile, even the most pessimistic forecasts show that in three years the cargo turnover would increase up to 47 million tons, and by 2015 the total amount of cargoes claimed for transshipment would make up not less than 69 million tons (Овчинникова  Е. Разрубить нельзя развязать. //Эксперт Северо-Запад. 2007. № 19 (321)). This substantial growth would be above all provided by increase in the volumes of coal (up to 20 million tons a year) and oil (up to 20 million tons a year) transshipment coming from deposits of West Siberia. It is expected 80-120 million tons more as soon as the uptake of hydrocarbon deposits on the Barents Sea and the Kara Sea Shelves starts up.

Development of Arkhangelsk port at the expense of creation of new port capacities in abyss waterfronts (which, basically means the construction of new sea port with the coastal infrastructure) would provide for independent outlet of large-capacity vessels to any port of the world with the perspective of becoming an alternative to Baltic Sea routes.

9.3 Finland

· Design and development of new logistics corridor “Eastern Land-Bridge”, connecting Scandinavian market with the markets of Finland, Russia and South-Eastern Asia. “West-East-West” direction: “Eastern Land Bridge” – “Transsib”. Key locations of the Corridor: Port of Stockholm/ railway ferry – port of Turku (the only one railway ferry port in Finland) – railways of Finland – railway passage on Finnish-Russian border (in the zone of Vainikkala and Buslovskaya rail stations) – railway main line to Moscow – Transsib – port of Nakhodka/Vostochny. The transportation time for trains by : “Eastern Land Bridge” from Stockholm to Moscow – less than 7 days, for general cargoes – 3-4 days. Within the common project, the transshipment distribution center for Scandinavian cargoes going to Finland and en route to RF and South-East Asia counties is being developed on the territory of Turku free port zone (25 ha). Beside, in Ovako region, neighbouring Turku new distributional center Schenker Cargo Oy is being established.

· Development of facility of port of Kotka – the largest logistics hub between Finland and RF, is currently being accomplished by construction of additional area of 150 ha for Mussalo container port logistics zone with the project capacity of 900,000 TEU per year.

· Implementation of the project on establishing new port in Vuosaari area in the port of Helsinki – prospective competitor of Kotka/Hamina ports.

· Realization of the project on development of Kemi-Salla-Murmansk route (Russian transit: container and other transportation via port of Kemi).

· Realization of the railway route development project: Kandalaksha – Salla – Luleo, Sweden with the annual cargo turnover being of 3.5 million tons.

· Implementation of joint RF and Finland project on reconstruction of railway line SPB – Helsinki to launch high-speed rail traffic. On completing by 2008 the first phase of this project it is assumed to reduce en route time from 5.5 to 3 – 3.5 hours. Maximum train speed is 220 km/hr. It is planned to put “Pendolina” trains (French company Aestom), that are capable of making up to 350 km/hr in the presence of appropriate infrastructure. The total amount of trains on the rail line is planned to make up to 4 pairs per day by 2010. It is planned to reconstruct both Finnish part of the rail line by 2010 (in particular, Lahti - Vainikaala) and the Russian one – Finland border (Buslovskaya) and Priozersk rail side-line.

9.4 Belarus

Establishing and development of Belarus and Russian port near the town of Baltiisk (Kaliningrad Oblast). This port would be capable of processing the vessels with the displacement of up to 30,000 tons. It is planned to finish the construction by 2010. The expected annual cargo turnover would make up around 8 million tons, and the start up of the port would make the overall Kaliningrad Oblast cargo flow twice as much. The port construction plan includes 3 terminals with one of them designed for transshipment of potash fertilizers (3.5 million tons per year). Unlike Kaliningrad port where the ships have to pass more than 40 km by one way channel, the new port would have only 4 km channel (channel depth – 11 m). The total cost of construction – USD 80-120 million. In case of successful implementation of the project, the port would not like to yield to its main competitor, the port of Klaipeda.

9.5 Lithuania

Lithuania has two key transport objectives: improved connectivity with other EU member states to enable better access to cultural and business centres, and the modernisation of infrastructure on the east-west and north-south Trans-European Transport (TEN-T) corridors. Lithuania’s general transport policy recognises combined transport as a key policy objective, particularly for transit traffic. The Government has introduced measures to support these objectives including:

· Improvement and construction of new infrastructures;

· Establishment of logistics centres; and

· Streamlined administrative system.

A new distribution and logistics centre is planned for Vilnius with access to the TEN-T transport corridor which will provide improved linkage with Belarus, Russia, Ukraine and Romania. 

9.6 Poland

Combined transport is recognised as a key objective in Government policy. In support of this objective, the following measures are to be implemented:

· Combined transport operators are offered tax exemptions;

· Local and regional authority co-operation with private sector to enhance terminal haulage facilities;

· Exemptions offered to haulage companies operating in compliance with policy objectives; and

· Government support for the purchase of rolling stock compatible with policy objectives.
Poland will be criss-crossed by several TEN-T transport corridors including No. 2 providing linkage with Germany and Belarus, No. 3 providing linkage with Germany and the Ukraine, and No. 6 providing linkage the Czech Republic and Slovakia. 

9.7 Sweden

In recognition of the often complicated journeys faced by intermodal passengers and freight, the Swedish Government has sought to improve journey efficiency by encouraging co-operation between transport operators. A key aspect of this initiative is the content and reliability of information available to customers throughout their journey. The following initiatives have been identified to support this objective:


· Review tendering procedures and issuing of licenses to transport operators so that customer orientated benefits are realised;

· Consolidation of information portals on the internet;

· Improve access to soft infrastructure including real-time information;

· Encourage operators to increase their customer orientation – operators should recognise that many of their customers are using their services as part of an overall journey;

· Simplified administrative system; and

· Standardisation of documentation and reporting procedures for freight operators. 

9.8 Estonia

One major objective of the Estonian transport strategy is to promote the development of the countries logistics projects. Key elements in the Estonian transport strategy include: 


· Maintain transit traffic at an optimal level for the national economy;

· Integrated land-use policies;

· Use of taxes and prices for regulating competition between transport modes; 
· Infrastructure policy that favours international transport connections.
The Estonian Government is actively involved in a number of initiatives aimed at improving connectivity with the TEN-T transport network corridor. 

10 CASE STUDIES OF TRANSPORT AND LOGISTIC SERVICES – LESSONS LEARNT
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10.1 Case studies demonstrating general principles

For the region to be successful in the future it is of value to assess the successes and failures of transport and logistic services developed elsewhere in EU and locations around the world. This requires  the identification of the current and future freight tasks:

· the drivers behind the growth and any known or foreseeable impediments to the future growth in freight;

· the location of the freight task, both current and into the future for both upstream and downstream paths;

· the current and planned capacities and methods for handling the freight task;

· the gaps between capacity and demand for freight services;

· the translation of the identified gap into a series of infrastructure projects that include the allocation of land and access for new infrastructure development;

· the arrangements for access to facilities, i.e. are they going to be common or dedicated users;

· the cost recovery/pricing mechanisms and other commercial arrangements for users;

· the level of government control and governance arrangements that will be imposed; and

· the timelines and phases for the delivery of the infrastructure development.”

The successful logistic centres in Europe have a number of key strengths:
· integrated into effective transport networks of road, rail, inland waterways and sea and in the best case air;
· achieve economies of scale through co-operation internally and co-operation with other Logistics centres;
· create a freight concentration by providing the basis for establishing efficient international transport links;
· create a development environment for the transport sector.
Table below is exploring these issues further looking at transport and logistic services in Finland, Sweden, Estonia and Poland

Table 66: Successful cases of logistic services in Finland, Sweden, Estonia and Poland

	Country
	Name
	Owner
	Strategy

	Finland
	Helsinki 
	Port of Helsinki
	The Vuosaari Harbour Centre offers a competitive and modern service package, with harbour operations smoothly connected to other logistics. The harbour centre comprises the gate area, the closed harbour area, the adjacent Harbour Business Park and the Meriportti Business Park. The project is being conducted by the Port of Helsinki in cooperation with the Finnish Maritime Administration, the Finnish Rail Administration and the Finnish Road Administration. The harbour's cornerstone was laid on 7 January 2003. The harbour will go into operation at the end of 2008.

	Sweden
	Port of Stockholm
	The Ports of Stockholm Group consists of the parent company Stockholms Hamn AB and the subsidiaries Nynäshamns Hamn AB, Roslagshamnar AB in Kapellskär and Stockholms Hamnentreprenad AB. Roslagshamnar AB is 91 per cent owned by the Group, and the others are completely owned. Stockholms Hamn AB also owns 50 per cent of the shares in Nynäshamns Mark AB.
	Trade between Sweden and the countries around the Baltic Sea is increasing and is expected to continue to increase relatively fast at the same rate as development in the Baltic countries. Transport systems are becoming more large-scale, which means that transport patterns are changing. Group shipments of goods to be delivered to several different countries, are forecast to increase in the future. Goods volumes to the Stockholm region are predicted to be transported via the Baltic Sea to an increasing extent, in group shipments with the larger flows to Russia, Finland and the Baltic countries. Port of Stockholm has the assignment, among other things, to contribute to the region’s development by ensuring good conditions for sea traffic and the region’s supply of goods. The activities shall also stimulate and act as a model for environmentally-friendly transport work. Port of Stockholm, therefore, intend to expand the current port at Nynäshamn through an expansion of the port, and operation of the port activities Stockholm-Nynäshamn, Norvikudden. The port will also function as a replacement for the existing container terminal in Stockholm (Frihamnen).

	Estonia
	Port of Tallinn
	The state company Tallinna Sadam was set up in April 1992; in 1996 the state company was changed into a public limited company.
	In view of the growth figures there appears to be a future market for Port of Tallinn and to grasp these market opportunities there is an urgent need for expansion of port facilities. This can be done by expanding the number of berths on one hand and by preparation of readily available land on the other hand. At the same time more attention has to be paid to the nautical safety and better conditions for manoeuvrability of vessels.

	Poland
	Port of Gdansk
	
	The Strategy adopted by the Management Board of the Port of Gdañsk Authority SA relies on the transformation of the Gdañsk port into a universal, state-of-the-art and environment-friendly distribution and transit port that will play the role of a key link in the Trans-European Transport Corridor No 6 and operate as a major hub in the European transportation network. Its main objective focuses on upgrading port infrastructure to the requirements for the handling of cargo and vessels and on ensuring the conditions necessary for building up competitive multi-modal logistics and transport flows. While PGA SA supports prospective port infrastructure development projects, current priorities tend to include investments in developing port access infrastructure, namely robust and reliable connections with the national and international transportation network.


The principles underpinning the success of the logistic centres are the following: 
The need for efficient and simplified border crossing processes at border controls: one of the major factors affecting the efficiency of inter-modal terminals is the plethora of rules and procedures that affect the transfer of cargo, particularly across international boundaries. Adherence to Council Directive 92/106/EEC ensures linearization of combined transport operations within EU Member States, however cargo imported or exported beyond the EU borders may incur added delays due to complex documentation and unrecognisable formats.
There are delays on Latvian-Russian border, described in more detail in the infrastructure section. Unresolved, this issue may hamper the competitiveness of the transit corridor through Latvia. 
Standardization between hardware and information technology: lack of interoperability between transport modes, including load units, rolling road and rail equipment, transshipment devices, terminal layout and design, is a major obstacle to intermodal terminal operational efficiency
Information accessibility, accuracy and content: one of the key factors affecting the operation and efficiency of any multimodal terminal is the accuracy, quality and availability of information about the containers moving through the terminal. Inaccurate information can lead to container congestion, damage to perishable goods, containers being wrongly despatched or containers having to be double handled, which can be particularly costly to a terminal operator if they are paid for one lift per container. 

Development size and effect of economies of scale: The size of the logistics centre plays a major role for the profitability of the investment. 

Equipment investment and maintenance: investment in heavy handling equipment can substantially increase space efficiency and may be more cost effective than an expansion of the handling facility.

Case Study: The Ports of Los Angeles and Long Beach in California are both keen to take advantage of future growth in trade, however there are capacity limitations due to insufficient available land for expansion and community opposition to development proposals due to the environmental impact. The strategy of the Ports involves increasing capacity by making better use of available space and making sure new or refurbished on-dock and near-dock intermodal facilities focus on rapid cargo throughput from ship to rail.  (Source: “Improvement of transport and logistics facilities to expand port hinterlands: Policy guidelines”, UNESCAP, 2006)

Capacity and flexibility: lack of capacity can affect the Intermodal Terminal operators profits and lack of flexibility, e.g. restricted opening times, can force clients to take their business elsewhere. 


Case Study: ”In existing terminals there are often problems of space and traffic constraints because it is not possible to expand to the surrounding areas, especially for ports inside cities. A full-scale prototype system, which is a dedicated rail track connecting a port yard to a peripheral inland depot, operated by electrically-powered, automated shuttles, has been studied and validated. The vehicles run as an autonomous shuttle or in a “convoy mode” without any mechanical link between the shuttle trains. The hinterland depot accepts freight from road vehicles and transfers it via the automated shuttle to the port where it is transferred to ship. Each shuttle carries up to six container units and runs either on a dedicated railway line or on a concrete pathway. Further increases in the rate of freight transfer will be obtained by the use of improved container and lifting equipment.” European Commission, ‘Intermodal Freight Terminals’, 2006

Interconnectivity between transport modes: without good access to interconnecting road and rail networks the intermodal terminal will struggle to attract customers. For ports to be able to expand their markets into regions that are located many kilometres away, they need to be able to link their port-based facilities with rail, road and, sometimes, inland waterway facilities. They also need to integrate with facilities provided by allied logistics services, such as warehouse and distribution hubs that rely on complex and sophisticated infrastructure and systems.” Short tracks and limited sidings can lead to longer marshalling times. 

Case Study:”Two major bottlenecks of the intermodal transport chain are the cost and the time required for the mode change in intermodal transfer terminals. Research efforts have been focused on new techniques or systems that can reduce this cost and time. In this context two prototypes for rail-road operations, a CargoSpeed rail-wagon and a transfer mechanism have been developed, constructed and demonstrated. The system can reduce the costs for road/rail intermodality and increase the speed of the operation at combined terminals, resulting in up to a 50% reduction in the economic break-even distance for intermodal freight movements. The estimated reduction of costs of the complete system in comparison to common techniques is at least 30%.” European Commission, ‘Intermodal Freight Terminals’, 2006

Attracting private investment: the private sector welcomes a degree of certainty from policy decision makers when making investment decisions particularly where the initial capital outlay is significant and the payback periods are long.
Collaboration and partnerships: forming collaboration between terminal operators, railway and haulage companies, local and regional authorities and other parties with a vested interest in the inter-modal terminal’s operation is a prerequisite for efficiency and for attracting customers. 

Case study: The Port of Duisburg, located in the state of North Rhine Westphalia, Germany, is a multi-faceted trimodal (rail, road and water) terminal supporting bulk and container cargo. As part of the Port’s network strategy, agreements were established with Ports in both United States and Europe, including Antwerp in the Netherlands and the Latvian Free Port of Ventpils, to strengthen ties. This has since resulted in the reactivation of a railway between Duisburg and Antwerp, the attraction of new customers and a 11 per cent volume increase in trade in 2003 compared with the previous year. Source: UNESCAP, 2006.

Management responsibilities: An important aspect of a successful logistics centre is ensuring that the management is separated from transport, logistics and other service operations. The Port of Helsinki plans to adopt this approach and the maximisation of revenue through the imposition of fees. 

10.2 Case study of the Finland-Russia border region

Border region of Finland (in reference to project Region) – South Finland – includes two territorial structures: Union of South Karelia (140 thsd inhabitants, largest city is Lappenranta, 57 thsd people) and Union of Kymenlaakso (192 thsd inhabitants, largest city is Kotka, 56 thsd people).

There is lead transport, logistic and transit complex of Finland in the territory of the Region. Through that border region over 30 years main foreign economic and transit cargoes go from/trough Russia and other CIS countries in Europe and south-eastern Asia. Only in 2006 there were deliveries of automobiles in Russia transiting through Finland with total quantity of 530 thsd units.

Table 67: Distance from Kotka / Hamina (Finland) to main cities (ports) of Northern Europe, Russia and CIS states

	By sea (sea mile)
	By road (km)
	By railway (km)

	City
	Distance
	City
	Distance
	City
	Distance

	London
	1140
	Vyborg
	63
	St.Petersburg
	178

	Antwerp
	1102
	St.Petersburg
	244
	Moscow
	847

	Amsterdam
	995
	Moscow
	989
	Nakhodka
	9873

	Bremen
	860
	Murmansk
	1678
	Odessa
	1898

	Hamburg
	796
	Kaliningrad
	1204
	Brest
	1283

	Copenhagen
	612
	Minsk
	1056
	
	

	
	
	Kiev
	1487
	
	

	
	
	Samara
	2106
	
	


Rail transportation through border region

Finland has gauge equal with Russia – 1524 mm (EU has 1435 mm gauge) that allows use Russian cars and releases from necessity of their transshipment or platform replacement (when border crossing).

Petrochemistry, fertilizer, metal, etc. comes in seaports of Kotka / Hamina by railroad from Russia (CIS). Transit transportations in eastern line are accomplished less intensive.

Thereat the share of container shipping is growing. Container train (50 container cars) weekly goes from Kotka to Moscow to Moscow terminal of Oktyabrskaya Railway. In St.Petersburg containers are conveyed by motor transport because of small distance. Between Finnish frontier railway station Vainikkala and Russian seaport Nakhodka / Eastern there is weekly traffic of container train by trans Siberian line. The traveling time of that train is 12-13 days.

The main logistic railway centers of border region are rebuilt terminal near Kouvola and Mustola terminal located near Lappenranta.

Overseas transportation

At present transit traffic through Finland is concentrated in seaports of Kotka / Hamina and Helsinki and in near future in Turku. Transit cargo flow through Helsinki is mainly transshipment from vessel to vessel and thereby it is insignificant for total volume of transit by West-East corridor. So, the main region maintaining transit transportations in Finland is the region Kotka / Hamina.

Table 68: Overseas transportation Kotka / Hamina

	Seaports
	years

	
	2002
	2006

	Kotka
	8.5 mln tons, incl. 244.0 thsd TEU
	452.4 thsd TEU

	Hamina
	4.8 mln tons, incl. 90.0 thsd TEU
	168.2 thsd TEU

	Total volume of transportations
	13.3 mln tons, incl. 334.0 thsd TEU
	620.6 thsd TEU


In 2006 the share of Kotka / Hamina was 44.5% of total marine container transportations of Finland.

Sea terminals of Kotka and their specialization:

· Hietanen (containers, “RO/RO” vessels maintenance, free warehouse);

· Central port (containers, “RO/RO” vessels maintenance);

· pier Sunila (dry cargo – paper);

· Polish pier (dry cargo – general cargoes, bulk cargoes)

· Musallo – maximal draught in Baltic – 15,3 m (liquid load, dry cargo, containers – capacity 500 thsd TEU per year)

· Sea terminals of Hamina and their specialization: 

· Palokangas (containers, “RO/RO” vessels maintenance, free warehouse);

· Lakulahti (dry cargo – timber, paper; “RO/RO” vessels maintenance);

· Hillo (chemical goods and liquid chemicals).

Port complex Kotka / Hamina guarantees the most speed in Baltic feed service for main west-european seaports. Trips of routing conveyance accomplished at least once a week in the Netherlands, Sweden, Germany, Denmark, Belgium, Spain, England. Liner shipments to Ireland, Spain, Greece, Libya, Turkey, Israel, USA, India, Japan, Australia, etc are realized no less than once a month.

Building of container terminal in Mussalo (Kotka) with full capacity 500 thsd TEU a year and construction of new terminal near Kouvola that allows processing both railroad and sea containers and that owns picking storage location. That terminal is a sort of dry port for Kotka / Hamina.

River transportation

River transportation in border region is carried out mainly by Saimaa channel. The channel connects Vyborg port on Gulf of Finland with Lappenranta port and 10 other lake ports of Saimaa. Total length of the channel is 42.6 km including 10.6 km on the territory of Leningrad Oblast. Navigation period is 225 days. Time of passage of the channel is about 8 hours including in average by 20 minutes for every gate. Volume of freight traffic is 2.2 mln tons per year. The operator of the ports at the channel is “Saimaa Terminals Oy” which enters in structure of Steveco Group managing ports of Kotka / Hamina. At present time there is design and implementation of activities on phased transition to year-round navigation in Saimaa channel and to bringing transition by it to 10 mln tons per year in prospect.

Initiatives of Finland (state and regional)

· At present significant part of joint Russian-Finnish projects is realizing as a result of Finnish initiative of 1997 – organization of cooperation within “Northern Dimension”.

· Initiatives within activities on comprehensive use of advantages of Asian transit: by joint efforts of Finnish, Swedish and Russian customs services in 2003 there was range of measures realized for creation of “green corridor” at customs post “Torfyanovka” of Vyborg customs that allowed to cut down queues of tracks on border essentially.

· In 2004 the government of Finland approved new strategy of cooperation at contiguous territories combined bilateral trans-border cooperation with wider international cooperation making it as a part of the whole. One of the mode of interaction is the programs of trans-border cooperation in particular the program “South-Eastern Finland – Russia”, creating terms for collaboration of Finnish official organizations, entrepreneurs and citizens at Russian contiguous territory and vice versa.

· Various initiatives in the sphere of interaction development in the line of Russian-Finnish chamber of commerce working over 25 in St.Petersburg. As a result there are over 30 Finnish firms at North-Western district of Russia and over 2 thousand Russian firms located in the area of Helsinki and South-eastern Finland including in transport and logistic sphere.

· Creation of joint Russian-Finnish venture between JSC “Transcontainer” (subsidiary company of JSC “Russian Railways” since 1 of June 2006) and Finnish railroads (VRCargo and VRLtd) in the end of 2006. At the moment client freight base is forming and joint venture is functioning at the expense of authorised capital.

Lessons learned and interaction problems 

· In Finnish experts’ judgment they received negative experience of joint ventures activity in 1980-90s. So at present at the territory of the Region they establish mainly subsidiary companies with 100% own capital or buy shares of Russian companies. That negative experience is connected to divergence of interests and ways of stockholders management directed to company’s development.

· Other difficulties in cooperation by opinion of Finnish side are bureaucracy, slow and expensive procurement of visas, registration procedures, problems with receipt of a work permit and related to them frequent changes in legislation, insufficient protection of investments, difficulties in custom processing of investment goods and lack of necessary components at Russian market.

How the regions attracts new business

1) Business-centers of St. Petersburg and Leningrad Oblast are opened at Finnish territory with aim of attraction of investors and entrepreneurs from the Region. In 1999 in Kotka there was St. Petersburg Center of business contacts “Bizcon” created with support of administration of border province Kumenlaakso, city hall of Kotka and Kotka-Hamina Region of Finland Ltd realized strategic marketing policy of Kotka / Hamina region development. The center supports development of joint activity of enterprises of St. Petersburg and Leningrad Oblast with enterprises of border Finnish region in following directions: transport logistics, metal processing, construction, tourism, etc. In 2001 similar center was created in Turku where it stimulates development of joint activity in the sphere of shipbuilding and navigation, bioengineering, building of wooden houses, tourism, etc. Permanent exhibition of goods of enterprises of St. Petersburg and Leningrad Oblast is working in the Center, as well as different informational material about social and economic development of the Region; consulting and marketing services are rendered; thematic workshops are conducted, business contacts and match-making are realized.

2) Finnish transport and logistic companies open own representative offices in the Region which research Russian market for a long time and then enter it. For example, Finnish company Itella Logistics Oy, a part of Finland Post Group (monthly it sends 400 containers from terminals in Kotka port) opened its representative in St. Petersburg in 1997 and until recently it researched Russian market. At present corporate governance has made decision about active entrance in St. Petersburg market of logistics. It is planned to rent 10 thousand m2 of warehouse in A-classed logistic complex “Utkina zavod” not far from ring road. The company is going to deliver cargoes of all types at Russian market, in prospective – at Asian markets, and with that aim it plans to widen its presence at logistic market of the Region by building of own logistic complex with area of 100 – 150 thousand m2. Other Finnish company at the logistic market of St. Petersburg – Containerships Oy – in 2 years is going to put into operation logistic park with area over 500 thousand m2 in Yasino settlement (Vsevolozhsk rayon of Leningrad Oblast). It is much easier for Russian partners of these companies (with their intimate support) to familiarize with Finnish market of logistic service.

11 . SUMMARY OF MAIN FINDINGS 

11.1 Summary of analysis

The main findings of the study are as follows: 

Strategic context

· The region is positioned on the crossroads of the major transport corridors, however modal interchange points that form logical base for logistics centres (ports, international airports) are currently present only in Leningrad oblast and St.Petersburg

· The regions are characterised by strong industrial development based on historical traditions and low labour costs; with the exception of St.Petersburg and Leningrad oblast the industrial output is not enough to form a basis for large cargo flows

· St.Petersburg and Leningrad oblast are positioned for long-lasting economic growth due to prospective development of transport and logistics complex, as well as industry

· Pskov oblast of Russia as well as Latgale and Vidzeme regions are set for modest industrial growth, subject for availability of the Human Resources, investment and improvement in the labour productivity, as well as introduction of advanced production technologies, Cargo flow East-West is predominantly by rail, and West – East primarily by road.
Global and regional trade flows

· The EU – Russian trade is expanding swiftly (two times during 2000 – 2005) and so are corresponding cargo transport flows

· The cargo turnover of Russia is estimated to triple between 2007 and 2020

· The developments of Russian ports in the Baltic basin pose a challenge for operations of Baltic country ports despite increasing trade and cargo flows

· The freight turnover by containers is increasing sharply providing opportunities mainly for port areas

Cargo and passenger flows through the project region

· Local cargo transportation in Latgale and Vidzme regions mainly happens within the regions and consist mainly of bulk construction materials; 

· Transit cargo flow from Latvia to Russia or Belarus is happening predominantly by road, and by rail in the opposite direction;

· The majority of traffic through Latvian – Russian border is transit traffic, moreover carried by mostly Lithuanian freight forwarders, who use Latvian border because of complications of transit through Belarus;

· Rail freight in the regions are mainly Russian bulk cargos with the volume transported being highly variable with evidence suggesting that Russian exports might decrease through Latvian ports unless port facilities are Russian owned;

· A growing segment of rail and road transit is increasingly container traffic in the direction of Russia;

· Main goods categories transported by road in the direction Latvia – Russia are meat, alcoholic beverages, wood articles, electric and electronic machinery, boilers, products of ferrous metal. Main goods categories transported by road in the direction Russia – Latvia are wood and wood articles, fruit and nuts, metal and metal articles

· There is strong evidence that cargo flow by road from the EU to Russia will increase in the short- and medium-term. There is uncertainty however which way this traffic will follow, considering poor traffic through Belarus.

· Passenger flows across the border are mainly between the cities of Riga, St.Petersburg and Moscow, passenger flows between Pskov, Rezekne, Velikie Luki, Pskov are negligable

Transport infrastructure

· Presently significant bottlenecks are found in the border crossing infrastructure, with trucks waiting at the border crossing for 2-3 days in the direction Latvia - Russia

· Expansion of two existing border control points and introduction of two new border control points for cargo vehicles is planned, increasing the border crossing capacity

· Existing road network in Latgale region allows doubling goods turnover by road, subject to road surface improving and stretch Ludza – Terehovo reconstruction

· Investment programme in expanding border crossing capacity and parallel development of transit through Belarus is likely to result in significantly improvements in border crossing time, however there is uncertainty involved

· Presently the railway track infrastructure is not a bottleneck limiting the freight flow through the region. Free capacity reaches 50% on some stretches in the East-West corridor. There are plans to expand railway track capacity, subject to increasing freight flows. 

· Limiting factor in increasing the freight flow by rail is availability of rail platforms used to transport containers. This deficit is likely to persist in the coming 10 years.

· Infrastructure developments in Pskov, Leningrad oblast and St.Petersburg are aimed at developing infrastructure of Baltic Basin ports and  adjacent infrastructure, and only to a very limited extent the infrastructure for land transit to Latvia

Initiatives to develop transport and logistics services in the target region

· Main initiatives to develop transport and logistics cervices are concentrated around the ports in Leningrad oblast and St.Petersburg

· Developments in Latgale include initiatives of private investors to benefit from transit traffic flows by offering service for the truck drivers, as well as initiatives to develop industrial parks, indirectly related to logistics 

Initiatives to develop transport and logistics services in the neighbouring regions

· In Latvia, there are two streams of developments in Transport and Logistics services: container terminals and logistics centres near bigger cities or ports

· Container terminals in the ports of Riga, Ventspils and Liepaja as well as inland CEAG terminal in Krustpils aim primarily at Russian import cargos as well as potentially East Asia container cargos to the EU

· Logistics centres near Riga or Jelgava, such as Dominante park or Eirkel are aiming at servicing big consumer markets, act as distribution hubs for the 3 Baltic states as well as hosting industrial facilities 

· In Russia the developments are centered around port areas and reflect the federal initiative to direct most of the Russian import and export to the Russian ports. The developments include terminals for energy materials (oil, oil products, coal), other raw materials as well as container terminals

· In Finland most transport and logistics related initiatives are aimed at developing port areas or inland terminals for transit of Scandinavian and EU cargos to Russia, mainly containers

· Fast-speed railway connection is being developed between Moscow, St.Petersburg and Helsinki

· Developments in Lithuania are aimed at servicing big industrial centres as well as transit facilities primarily for containers

· Strong competition is expected among existing and newly built container terminals in attracting Russian/Chinese cargos, despite the increasing amount of trade
Case studies of successful transport and logistics centres

· Key factors influencing the success of logistics centres are their accessibility for freight tasks including variety of transportation modes, cargo flows large enough to ensure the economies of scale, operating efficiency, human resource quality, accessibility of public and private finance

· European case studies show that natural places for developing logistics centres have been port areas as well as cities with strong industry / consumer market and good access to main transportation corridors and multiple transport modes

· A key factor in developing the logistics centre is state support and coherent transportation policy

· Finnish experience shows that for success in logistics-related services, productive cooperation is needed between municipalities, investors, manufacturers, as well as cargo senders

11.2 Implications of the findings

Based on the study results the potential for the development of the border regions based on transport and logistics infrastructure can be summarised as follows:

· Considering that goods flowing from Russia to Latvian ports are mainly bulk cargo, the potential for the region associated with capitalising on this cargo flow is limited;

· EU-Russia import, however offers opportunities for repackaging of goods, collecting and distributing to different locations, customs clearance, given location of the region on the crossroads of several key transportation routes. 

· Transport infrastructure presents opportunities for local producers to capitalise on opportunity to offer just-in-time delivery.

· Location on the EU-Russia border offers opportunities for non-EU companies to establish their final assembly facilities in the region, benefiting from favourable customs fee regime
· The potential for the development of transport and logistics services in the region is associated mainly with small-to-medium scale developments servicing local industries as well as road transport

· Opening of new border crossings and improvement in road infrastructure in Vidzeme will allow development of new perspective transport corridor Russian border – port of Salacgriva

· Additional study should be launched on development of cooperation with goods senders and operators working on the transit path Kaliningrad – Kaunas – Daugavpils – Russian border – Moscow / St.Petersburg

12  RECOMMENDATIONS

12.1 Strategic options for transportation and logistic services

The strategic options have been developed having considered the following key criteria:

· Attracting businesses to the region

· Promoting socio-economic development in the indigenous population

· Attracting investment from other countries and the EU

· Creating a suitable/stable business environment for growth

· Potential economic growth of the regions

· EU, Central and local Government, local population and business support for the options

· Availability of skilled workers and educational systems to provide the required labour

· Business benefit the value it adds to the future development of the region from a cost and benefit perspective

It is recommended that a detailed review of the options be considered further in due course.

12.2 Strategic options for logistic centres

The primary strategic options for logistic centres are as follows:

Option 1: Development of small-scale logistic centres in areas close to the Russian border in areas with strategic roads and rail lines:

This would service business from Russia that wish to be located in the EU yet have close links to it suppliers and customers located in Russia, as well as local industries. 

The scope of the logistic centres would include modal interchanges, bonded warehousing, short-term storage warehouses, rail/road access and customs offices. Key to developing logistic centres will be the creation of economic development zones in these regions providing business with the business case to invest in the regions. Support from regional and central Government is key to achieving such zones. Due to the stage of economic development of the regions, businesses are likely to be small/medium sized business from the Baltic states and Russia.

The cities of Daugavpils and Rezekne provide access by road and rail to Russia and have the potential to be suitable areas for logistic service development. The detailed review of these areas needs to be considered from the perspectives of future business growth, educational levels, population age and regional governments support for business growth through economic subsidies and land sales.

The development of economic develop zones will promote the development of business parks and retail developments that capitalizes on the investment in the primary transport system of the regions. It is therefore key that logistic centre and primary transport development are co-ordinated to ensure that the full potential of each is realised.
Option 2: Development of medium/large-scale logistic centres close to the high-speed TEN-T corridors:

The significant investment in the TEN-T system provides the regions with relatively close access to high-speed high capacity roads and railways via the primary transport in the regions. This will provide just-in-time businesses with access to a reliable to supply-chain and transportation alternatives. Due to the ribbon development that is likely to emerge around the TEN-T network this will over the long-term result in the development of development zones with skilled labour. Furthermore, access to the TEN-T network will attract international businesses who seek to create Baltic region manufacturing facility with access to the Russian markets through a strategy location.

Critical to releasing the value of the TEN-T network in the region is the development of an effective primary road and railway network. This will provide a strong business case for logistic centre development as customers will have confidence that there is a strong and consistent set of transport links to its ‘front-door’. The option for the primary transport system is detailed further below.

The use of logistic centres close to the TEN-T network provides an intermediate stage for the supply-chain for long distance distribution. This enables the efficient packing of containers to be undertaken to ensure that full loads are achieved whenever possible. This is due to the logistic centre acting as a hub for the regions so providing the volume to enable maximum volume whilst not delaying transportation, critical for supply-chain critical goods. The location of these hub-type logistic centres on the primary transport network provides connection to the ports of Latvia and St Petersburg for import and export goods.
The positioning of logistic centres close to the airports of Daugavpils would provide a more extensive set of transport options for businesses and therefore would attract a wider ranging collection of businesses. These businesses would range from those requiring people access to effective national and international transport access, such as professional services and IT firms, to those requiring air freight transport due to demanding just-in-time delivery needs. Coupled with access to the high-speed road and rail links of the TEN-T network for manufacturing businesses, the potential for growth created by such transport concentrated regions would be significant.

12.3 Strategic options for transportation

The strategic options for transport are centred around the need to improve access to the TEN-T network and Russia. Critical to this is the development of the primary road and rail network that should also include improving access to the Latvian ports and major airports.

Option 1: Development of the primary transport network connecting to the TEN-T corridors:

Accessing international markets for both passenger and freight is crucial if businesses are to be attracted to the region and tourism is to fund regional development. Such investment will further promote the investment into the region by Russia investors and businesses that will promote socio-economic development.

Option 2: Connecting major airports in the regions to the primary transport network 
The development of a balanced transport system includes the ability of passengers and freight to use airports and the surrounding areas. These areas may include tax-free zones for logistics handling, business parks and manufacturing facilities.

The development of tourism in the regions is highly dependent on the effectiveness of the primary road and rail links. The cities of Daugavpils and Rezekne would benefit significantly from tourism enables by improvements in the road and railways in the region. 

Option 3: Prioritising the primary transport network that connects to Russia

To ensure the opportunities for logistic centre development are realised it is important that investment is made in improving the cross-border railway and road networks. This extends to the border crossing processes/administration to ensure that the journey time from door-to-door is minimized.
Besides planned developments, the road network connecting Russian border with the ports of Northern Latvia, especially Salacgriva, should be supported to stimulate regional development and formation of new transport corridor. 
Option 4: Ensuring the logistic centres close to the borders have an effective primary transport network 
The development of secondary road and rail connections to the primary transport routes are required to ensure that out of time logistic centres are easily accessed. 

12.4 Study of cooperation potential with Kaliningrad 
Considering the region lies in the way of transit traffic coming from the port of Kaliningrad via Lithuania to Latvia and then to Russia (and vice-versa), as well Russian Federal initiative to develop the Kaliningrad oblast in terms of both transit and industrial activity, an additional study is recommended on cooperation potential with Kaliningrad oblast and the companies working on the mentioned transport route.  

12.5 Enablers to logistic and transport development

To deliver improved transport and logistic services requires the following improvements to be realised:

· EU, Government or private funding to improve the availability and viability of financing

· Creation of tax efficient free zones close to logistic centres, airports, and modal interchanges to attract new business to the region and promote expansion by existing businesses.

· Forming of consortia partnering with key local and international business/consultants to shared risk/reward, and provide expertise and political contacts to successfully deliver the projects. 

· Developing partnerships with major logistic companies to make best use of the logistic capacity of the infrastructure and exploit their existing customer relationships

This requires the development of an action plan to mobilise business, investors, local and central government, the EU and the populations of the region around the long-term development. In addition, central and local government supporting in attracting businesses to the region will be critical. This relates to tax-breaks, co-funding of investment, grants, subsidised land purchase or lease, part-funding of training and development to upskill the local workforce.

Marketing the potential opportunities to neighbouring countries, international businesses and the EU will be a key activity as will be support from private founders. Acceptance by the EU that the region has a high socio-economic need will increase the likelihood of it attracting EU Cohesion funding. 

ANNEX 1 Maps
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Transport infrastructure development
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Summary:


Presently significant bottlenecks are found in the border crossing infrastructure, with trucks waiting at the border crossing for 2-3 days in the direction Latvia - Russia


Expansion of two existing border control points and introduction of two new border control points for cargo vehicles is planned, increasing the border crossing capacity


Existing road network in Latgale region allows doubling goods turnover by road, subject to road surface improving and stretch Ludza – Terehovo reconstruction


Investment programme in expanding border crossing capacity and parallel development of transit through Belarus is likely to result in significantly improvements in border crossing time, however there is uncertainty involved


Presently the railway track infrastructure is not a bottleneck limiting the freight flow through the region. Free capacity reaches 50% on some stretches in the East-West corridor. There are plans to expand railway track capacity, subject to increasing freight flows. 


Limiting factor in increasing the freight flow by rail is availability of rail platforms used to transport containers. This deficit is likely to persist in the coming 10 years.


Infrastructure developments in Pskov, Leningrad oblast and St.Petersburg are aimed at developing infrastructure of Baltic Basin ports and  adjacent infrastructure, and only to a very limited extent the infrastructure for land transit to Latvia





Main findings and recommendations


- What is the potential of the region in developing the T&L services?


- What are short, medium, and long-term actions?





Case studies of  developing T&L services 


- What others have done to create business around transport flows?


- What factors are important?





Competitors' initiatives to develop T&L services 


- What are competing regions doing to attract or capitalise on cargo flows? 








Own initiatives to develop T&L services 


- What is being done locally to capitalise on present or future cargo flows? 





Tariffs


- What are tariffs for alternative routes of transportation?


- How important are the tariffs for freight decisions?





Transport infrastructure


- How fast are goods and people transported?


- Where are present and future bottlenecks?





People, transport and goods flows through the project region


- What goods are transported in the region and how?


- Who is benefiting and how much?





Global trade and transport flow trends


- What are macro-trends affecting goods and transport flows?


- Where the goods are likely to flow in the future?





Strategic context


- What are the centres of future economic growth?


- What is the connection with resources and consumer markets?





Summary


In Latvia, there are two streams of developments in Transport and Logistics services: container terminals and logistics centres near bigger cities or ports


Container terminals in the ports of Riga, Ventspils and Liepaja as well as inland CEAG terminal in Krustpils aim primarily at Russian import cargos as well as potentially East Asia container cargos to the EU


Logistics centres near Riga or Jelgava, such as Dominante park or Eirkel are aiming at servicing big consumer markets, act as distribution hubs for the 3 Baltic states as well as hosting industrial facilities 


In Russia the developments are centered around port areas and reflect the federal initiative to direct most of the Russian import and export to the Russian ports. The developments include terminals for energy materials (oil, oil products, coal), other raw materials as well as container terminals


In Finland most transport and logistics related initiatives are aimed at developing port areas or inland terminals for transit of Scandinavian and EU cargos to Russia, mainly containers


Fast-speed railway connection is being developed between Moscow, St.Petersburg and Helsinki


Developments in Lithuania are aimed at servicing big industrial centres as well as transit facilities primarily for containers


Strong competition is expected among existing and newly built container terminals in attracting Russian/Chinese cargos, despite the increasing amount of trade





Summary


Key factors influencing the success of logistics centres are their accessibility for freight tasks including variety of transportation modes, cargo flows large enough to ensure the economies of scale, operating efficiency, human resource quality, accessibility of public and private finance


European case studies show that natural places for developing logistics centres have been port areas as well as cities with strong industry / consumer market and good access to main transportation corridors and multiple transport modes


A key factor in developing the logistics centre is state support and coherent transportation policy


Finnish experience shows that for success in logistics-related services, productive cooperation is needed between municipalities, investors, manufacturers, as well as cargo senders





Summary


The region is positioned on the crossroads of the major transport corridors, however modal interchange points that form logical base for logistics centres (ports, international airports) are currently present only in Leningrad oblast and St.Petersburg


The regions are characterised by strong industrial development based on historical traditions and low labour costs; with the exception of St.Petersburg and Leningrad oblast the industrial output is not enough to form a basis for large cargo flows


St.Petersburg and Leningrad oblast are positioned for long-lasting economic growth due to prospective development of transport and logistics complex, as well as industry


Pskov oblast of Russia as well as Latgale and Vidzeme regions are set for modest industrial growth, subject for availability of the Human Resources, investment and improvement in the labour productivity, as well as introduction of advanced production technologies





Summary:


The EU – Russian trade is expanding swiftly (two times during 2000 – 2005) and so are corresponding cargo transport flows


The cargo turnover of Russia is estimated to triple between 2007 and 2020


The developments of Russian ports in the Baltic basin pose a challenge for operations of Baltic country ports despite increasing trade and cargo flows


The freight turnover by containers is increasing sharply providing opportunities mainly for port areas








Local cargo transportation in Latgale and Vidzme regions mainly happens within the regions and consist mainly of bulk construction materials; 


Transit cargo flow from Latvia to Russia or Belarus is happening predominantly by road, and by rail in the opposite direction;


The majority of traffic through Latvian – Russian border is transit traffic, moreover carried by mostly Lithuanian freight forwarders, who use Latvian border because of complications of transit through Belarus;


Rail freight in the regions are mainly Russian bulk cargos with the volume transported being highly variable with evidence suggesting that Russian exports might decrease through Latvian ports unless port facilities are Russian owned;


A growing segment of rail and road transit is increasingly container traffic in the direction of Russia;


Main goods categories transported by road in the direction Latvia – Russia are meat, alcoholic beverages, wood articles, electric and electronic machinery, boilers, products of ferrous metal. Main goods categories transported by road in the direction Russia – Latvia are wood and wood articles, fruit and nuts, metal and metal articles


There is strong evidence that cargo flow by road from the EU to Russia will increase in the short- and medium-term. There is uncertainty however which way this traffic will follow, considering poor traffic through Belarus.


Passenger flows across the border are mainly between the cities of Riga, St.Petersburg and Moscow, passenger flows between Pskov, Rezekne, Velikie Luki, Pskov are negligable





Summary


Main initiatives to develop transport and logistics cervices are concentrated around the ports in Leningrad oblast and St.Petersburg


Developments in Latgale include initiatives of private investors to benefit from transit traffic flows by offering service for the truck drivers, as well as initiatives to develop industrial parks, indirectly related to logistics 
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Commodity structure of export of Russia in 2005
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Dynamics of export / import relations development of RF
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