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INTRODUCTION

According to the decision made at the Fifth Meeting of Ekenomic, Commercial, Technological
and Environmental Affairs Committee held in Antalya on 3-400er 1995, d&eport, which follows
has been drafted d€ooperation in Transport among the BSEC Member Countries.”

Among the PABSEC Member Delegatiodgmenia, Azerbaijan, Greece, Turkey and Ukraine have
responded and provided relevant information for the preparation oRe¢port. The International
Secretariat has also acquired substantial inform&ton various sources, mainly from tBEEC and
BSEC Council and previous documents provided by feegation of Ukraine as well as through
relevant literature in order for the materializatiorttof Report.

Taking into consideration the developmeniTodinsport as one of the primary objectives of the Black
Sea Economic Cooperation in order for the improvement ab-smonomic relations in the region,
this Report has been assembled to serve the purpose of outlining théiesctnd projects underway,
progress made, problems encountered and, finally, thabp@semedies to overcome the existing
problems through providing specific recommendations.

In addition, being thérst delegation to propose tackling the issueTfansportation in the PABSEC
platform, Ukraine has provided ®raft Report with Recommendations on " Cooperation in the Field

of Transport among the BSEC Participating Sates' which was received by the International
Secretariat on 5 January 1996. This document comprises valofisleation as well as insight as a
reference for the development Tfansportation in the BSEC regioiiDraft Report prepared by the
Delegation of Ukraine: Annex 1).

ACTIVITIES PROJECTSAND PROSPECTS

The improvement of transport conditions, the harmonization ofldoocrossing formalities, the
development of transport infrastructure, the rehabilitatibtegislative, procedural and institutional
framework, the reduction of operating costs and provisibnfinancial resources for project
implementation, and above all, the development of overallperation in all aspects of
Transportation are the main parameters in order to achieve the bestsres transport coordination
among the BSEC Member Countries.

In this respect, BSEC Member Countries have initisdedoncrete and substantial cooperation
medium with the full understanding that they would work tbgein order to create the necessary
background for transport development in the Black Sea Ecar@auperation region.

Again, during theHigh Level Meeting of the BSEC Participating Sates held in Bucharest on 30 June
1995, it was unanimously recognized that the development @fpiwetncooperation in the framework
of the BSEC area should take into consideration the sieg@d interaction with neighboring regions
such agCentral Europe, theBaltic Sea andNorthern Europe, the Mediterranean Sea, theMiddle East
andCentral Asia.

The BSEC has accomplished six Working Group and two Group of Experts Meetings in
Transport since 1992. The following are the interest areas in Transport that have been so far
tackled by the BSEC:

- The Black Sea Network Plan and the Ring Corridor Concept

- The existing and planned transportation networks in connectitntiae Black Sea ring. The
inclusion of links in existing and new transport corridors.

- Freight and passenger travel demand and the traffic flows.

Promotion of the developments in the shipping and inlancerwats policy of the BSEC



Participating States towards a market-oriented shipgivgonment.

Exchange of information on the shipping and inland waterwaygsslation of the BSEC
Participating States.

Development of bilateral shipping agreements betweenCBB&rticipating States including the
"Avoidance of Double Taxation" of ship revenues. Coopenati the shipbuilding/ship repairing
sectors.

Practical problems faced by the ships of the BSEC Raatiog States in each other's ports
Exchange of information on existing and planned ferry linesarBlack Sea.

Cooperation of the private sectors for the materiadineof maritime projects.

Institutional transforming of the transportation servigstesms to the relevant system of the
Trans-European Transport.

Determination of development priorities of the transportastiucture and establishment of a
common program of interventions to be supported by the BSEC hadinternational funding
organizations.

Harmonization of the Border Crossing Formalities.

Creation of a "Data Bank" for the collection of inforneation transport issues in collaboration
with the BSEC Coordination Center for the Exchange of Satistical Data and Economic
Information.

Elaboration of a comprehensive "Map" by Romania on existiagsport infrastructure and
transport service features of each BSEC Participatiage Sbeeking possible assistance from the
United Nations Economic Commission for Europe in the preparationf the Map.

PROBLEMS CONCERNING TRANSPORT IN THE BLACK SEA

ECONOMIC COOPERATION REGION

PROCEDURAL, LEGISLATIVE AND ORGANIZATIONAL PROBLEMS

The existing legislative and statutory structures fordpart as well as legislation regulating
border crossings present vast differences from each ath@ng the BSEC Member Countries.

Lack of standardization of transport operations, bordmssings and customs procedures cause
serious complications.

Different tariff rates are applied for ships bearindedént flags.
Transport tariffs change very frequently.

There are delays and difficulties in transit permits.
Allocation of rolling stock is done arbitrarily.

Service fees are considerably high.

There are difficulties in finding officials who wilksue reports in accident cases of TIR
transportation.

Insurance conditions do not apply in case of an accidentias do not take records
immediately.

Serious difficulties are being experienced during rec#ipisurance values.
Representatives of the private sector dock-yards facerfearproblems.

It takes at least six weeks to obtain permission &ordport to third countries.

Handling services are rendered in an undisciplined manner.

Security problems exist for the products transported. Ratsbedcur at border crossings.

INSTITUTIONAL PROBLEMS

Shipowners and trading companies complain about the laaffi@él institutions to provide
updated information on transport regulations in the BSEMber Countries. Many problems



arise from having insufficient knowledge about bureaucratioddties that are implemented
differently by each port authority.

There are difficulties encountered when making trariggumtracts. The two sides usually cannot
agree through negotiations due to lack of an instituggonciling minor problems.

BUREAUCRATIC PROBLEMS

The major reason for delay in the delivery of goods is rsii@gn from the bureaucratic procedures
which vary from country to country and are subject taglea through differences in application.

There is the possibility to reach t@aspian Sea and theCentral Asian countries through
channels. These channels may be passed by ships with 300@G68@apacity. However, due to
bureaucratic reasons, this type of transportation auntithave been used up to now.

VISA PROBLEMS

A problem reported by the representatives of land trangmoripanies is the short term visa
issued for truck drivers. By the time a truck disembat& cargo and waits for new cargo to
transport back, the visa expires causing the truck driegusrwithout cargo, which is one of the
major reasons for increase in costs.

INFRASTRUCTURAL, TECHNICAL AND OPERATIONAL PROBLEMS

The transport infrastructures are not well-developedost of the BSEC Member Countries.

Most of the ports of the Black Sea littoral courgnmeed rehabilitation and capacity expansion.
The necessity to modernize these ports is reflected npbgrihipping companies, but by trading
companies as well, whose exports do not reach their finahagshs due to long delays as a
result of insufficient marine-rail transshipment faeis.

There are fuel shortages and lack of pumping facilities.

Not only are the docks and storage capacities of pouffizient but there are communication
problems as well.

Lack of proper signalization is also an issue thatemses the risk of accidents.
Various types of road and railway networks are inrmamdition.

Standards of weights and dimensions are vastly différorg each other in most of the BSEC
Member Countries.

There are different gauges in rail networks.
Terminals for rail lorries are insufficient.
There is a lack of special equipment (or in somes;as&ilable equipment is not operating).

Electrification, signaling and telecommunication railveggtems are differing substantially from
each other in most of the BSEC Member Countries.

Some of the rail networks are considerably disorganized.

There is a lack of suitable handling and storage equipatemain stations of the rail networks.
The capacity in certain sections of the networks aradetjuate.

There is a lack of trained and qualified personnel.

Interchange agreements for cars (wagons) and other spgaipment are needed.

FINANCIAL PROBLEMS

There is inadequate financing for project and program img@fgation in every field of
transportation.
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* Financial opportunities are very rare to upgrade and/or heild maritime ships in most of the
BSEC Member Countries.

* There is a need for effective cooperation in the stppireng sector and, therefore, calls for
urgent financing.

* TheUkrainian Fleet consists of old ships requiring maintenance and repath WU¥raine the
leading country, repairing and docking works are usually t&kenBulgaria, Georgia, the
Russian Federation andRomania. However, these efforts do not seem to be satisfactory.

POLITICAL PROBLEMS

* The closingof Georgian andAzerbaijan borders from time to time causes troubles for 777?
transportation and thus only leaves one alternative, thgoiisg north of the Black Sea over
Bulgaria.

* Temporary overloading on the alternative corridors to tamiirans-European Corridor due to
the problems in the forméfugosiavia creates serious problems on occasion for a number of
BSEC Member Countries.

SOCIAL AND ETHICAL PROBLEMS

* There are constant difficulties faced while loading anlbading the goods at the harbors due to
corruption and the lack of organization.

* Language problems cause major difficulties in communicatitty port officials.
* Notices are irCyrillic alphabet which creates misunderstandings and confusion.

TYPES OF TRANSPORTATION IN THE BSEC REGION. CONCEPTS,
FACTSAND PROSPECTS

INLAND TRANSPORTATION

THE BLACK SEA TRANSPORTATION SYSTEM NETWORK AND RING
CORRIDOR CONCEPT

These concepts were first introduced Greece which would constitute a large scale multi-modal
Transportation Network Plan in the BSEC region. Th&@ransport Network is planned to be
established through the creation oRang Corridor along the coast of the Black Sea which will
comprise the amelioration of the existing road and raisartation systems encircling the Black
Sea. There will be more transport nodes as well asial ratwork emerging to thRing Corridor
from all different orientationfNorthern Europe, Middle Asia, theMiddle East and theFar East). The
whole system will comprise infrastructures and serviceslbtransportation modes, i.e., roads,
railways, ports and inland navigation. Also, this intedal approach is expected to serve all present
and potential traffic flows together with the developmeidseof the region.

The completion of thi§ransportation Network Plan requires the preparation of an inventory of the
existing and/or planned transport corridors. With this undedsng, theBSEC Working Group on
Transport decided in itsThird Meeting that the BSEC Participating States would introduce their
national transport networks in relation to tBkack Sea Network Plan in order to determine which
transport corridor has priority over the other.
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To make any evaluation regarding the potential of any giversgat network or corridor, it is
imperative to have at hand the figures for freight demambnnection with the network or corridor

in question (Assessment of Data on Travel Demand)hé\same time, there have been studies on the
current data concerning freight and passenger travel derfmgvaith traffic flows.

Thefollowing arethe Priority Transport Corridors being examined in the meetings of the BSEC
Working Group on Transport:

* The Pan-European Corridors 4,7,8,9.
® The Trans-European Network.
* TheBaltic Sea - Center of Russia - the Azov and Black Seas.

It was emphasized that tiReng Corridor Concept should be based on the existing road and railroad
networks in the Black Sea regid@rete transport corridors an@rans-European networks. It is also
believed that the completion of the corridGreek - Turkish border/Greek - Bulgarian border -
Alexandroupolis - Thessaloniki - Albania/lgoumenitsa will help towards the connection of tiBtack

Sea with theAdriatic Sea.

The Greek Delegation presented a list of criteria that could be takea attcount for the inclusion of
existing links or in the new transport corridors to s&%&C Member Countries.

These criteria were discussed and accepted duririgeéteng of the BSEC Working Group on
Transport held in Athens on 24 November 1993 as with amendnfanisex 2).

® Guidelines of the Ad Hoc Group of Experts on Transport Network in the BSEC
Participating States (Annex 3).

* The Proposals of the Delegation of Romania related to the follow-up road activities to be
carried out at a national level as agreed within the BSEC Meeting of the Ad Hoc Group of
Experts on Transport Network in Kyiv on 15-16 October 1995 and of the Working Group on
Transport in Anapa on 18-19 October 1995 (Annex 4).

STUDY OF THE PLANNING OF AN OVERALL BSEC TRANSPORT NETWORK

During theMeeting of the BSEC Working Group on Transport held in Athens on 23-24 November
1993, theDelegation of Ukraine proposed to undertake a study regarding the planning of an overall
BSEC Transport Network.

The Principles of the BSEC Transport Network Concept proposed by the Delegation of Ukraine
can be summarized as follows:

*  Careful preservation, rehabilitation and utilizationta# £xisting transport systems which would
increase transport flows, capital investments, the eskabént of information systems and
international transshipment.

Introduction of minimum rehabilitation in national sgsts.

Effective utilization of systems through angineering-system approach.

Effective utilization of methods creating transporgsrand corridors.

Treatment of the BSEC Transport System as one &rgfem.

Taking effective measures towards the expansion of canggassenger flows.

Observation of the principle of economic efficiency anftispayment of expenditures.

* %k k% ok ok

It is believed by thdelegation of Ukraine that the establishment of Taansport Ring around the
Black Sea would particularly serve the Member Countredteir expansion of tourism activities.
This Ring is planned to be enriched by railways, motor, seaasiadion transport. Also, international
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river routes are suggested to be integrated to the sysieimas the routdain - Rhine - Danube - the
Black Sea - Dnieper or Don or Volga.

It is expected that this concept will attract shipping comgsaand passengers for travel which would
lead to a gradual growth of the flows of cargo and passdngesportation as well as meet the
growing demand for transport services.

Finally, this project is expected to have positive impatthe stabilization of economies and, thus,
will lead to gradual liquidation of political and milisadiscords in the area of ti@Gaucasus.

* For more comprehensive information of an Overall BSEC Transport Network proposed by
the Delegation of Ukraine, please refer to Annex 1: Draft Report on Cooperation in the Field
of Transport among the BSEC Participating States prepared by the Delegation of Ukraine.

THE EUROPEAN TRANSPORTATION SYSTEMS

The necessity of interconnecting the projects in the faélthe BSEC Transport Network with the
European Transportation Systems has been emphasized on several occasions iBSEE Ad hoc
Group of Experts on Transport Network andBSEC Working Group on Transport.

RAIL TRANSPORTATION

Today, the railways, the communication facilities and dggtem management are rather old and
insufficient in a substantial part of the countries of Black Sea region. There is a need for
renovation and modernization of the rails, rolling stock, maaniee and repairing workshops as well
as communication and signalization.

The delays in the railway systems are constantly &sing and reaching alarming dimensions, thus,
both local and foreign trade are being negatively infteen

There appears to be a problem of incompatibility in connectidthsthe European railways, related
with the standard gauge and broad gauge rails.

TheTrans-Asian andTrans-European (TER) railway connections bear great importance from the
point of view of trade between the countries in theargind the ones outside the region.

GROUND TRANSPORTATION

Ground Transportation introduces the question of load sharing among differenonatcarriers.
BSEC Participating States are not willing to issue asynpermits as required by carriers of the other
states with a view to protecting their own carriers. Thay sound a reasonable argument at first;
however, it overlooks the fact that more trade would geneadditional freight for all carriers, BSEC
Participating States would benefit by the introductiofr@ér rules for the passage of their respective
carriers, including an environment where a "foreign" (ather Participating State) carrier would be
encouraged to collect freight to outside destinations, prdvidat harmonization of technical and
social provisions is achievetyoptry should not be permitted to damage long-term common gains
that go beyond mere transportation income.

RIVER TRANSPORTATION

River transportation is particularly important in the BSEC region, and rédation to markets of
Central and Eastern Europe. What is said abouBround Transportation is equally valid forRiver
Transportation by barges. Given the difficulty and inefficiency of siiffigoods from “foreign” to
"national flag" barges,-systems and models should be dedigmeeble close cooperation among the
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BSEC Participating States and their private companiesnable and to ensure rapid and cost
effective shipment of goods to their final destinations.

MARITIME TRANSPORTATION

The BSEC Working Group on Transport has been working on and advocating active cooperation
on thefollowing interest areasin the field of Maritime Transportation:

* Compilation studies and assessment of measures are beingtashdf the shipping policies of
the BSEC Participating States with a view to establistieg common denominators towards a
market-oriented maritime environment.

* The BSEC Participating States acknowledged that they shoulgpaake theGATT Negotiating
Group on the liberalizatiorof Maritime Transport services and agreed to apply the principles
contained in the memorandum of understanding concluded betwe®ECD andNISCEEC
(Newy Independent States-Central Eastern European Countries) countries.

* Promotion of bilateral shipping agreements based on the primafiflee and fair competition in
internationaMaritime Transport among the BSEC Member Countries.

* Shipping agreements on the facilitating of ships and tinew evhen calling at ports.

¢ "Avoidance of Double Taxation" of ship revenues.

* Application of the principle of free and fair competitionthe inland waterway transport.

* Further promotion of cooperation in the fields of shipbuildihgli repairing and port
infrastructure.

* Possibilities of establishing ferry lines between parthe Black Sea.

* Exchange of information on existing and planned ferry linédsarBlack Sea.

* Prevention of the emergence of overcapacity in the shipbuilddustry.

® Seeking solutions for any practical problems faced by veasdlshipping companies.

* Facilitating the needs for merchant vessels and theirscre

* Finding ways and means of attracting the interest of thatersector to the broad opportunities
of collaboration existing in. the field dflaritime Transportation and ensuring access to a data
bank of information, with the full understanding that witha market-orientedMaritime

Transport environment, the main burden for the materialization ofsjpart projects lies with the
private sector.

¢ Establishment of interaction between inland and sea twansp

STRAITS

At the Fourth Meeting of the BSEC Working Group on Transport held in I stanbul on 2-3 June
1994, the following statements wer e recognized:

* TheWorking Group, noting theTurkish concerns on the safety of navigation and the protection of
the environment in theSraits, agreed that these problems should be addressed through
international cooperation within thBMO (International Maritime Organization), with due
respect'to thdlontreaux Convention and relevant international law.

* The Working Group agreed that any national rules promulgated byQbastal Sate, should
respect the special regime of tlraits under theMontreaux Convention and be in total
conformity with the rules and recommendations adoptethdiMO Maritime Safety Committee
in May 1994.

The 19th session of the IMO Assembly confirmed thelMO rules and recommendations and pointed



9

out that they are established purely for the purpose ofysafenhavigation and environmental
protection and are not intended in any way to affect or pieguttie rights of any ship using the
Straits under international law, including th#36 Montreaux Convention, and that national
regulations promulgated by tl@oastal Sate should be in total conformity with the said rules and
recommendations.

In its decision, thdMO Assembly also requestedhe Maritime Safety Committee to review the
operation of thdMO rules and recommendations and the conditions irSttagts, to consider, as
appropriate, any suggestions for changes in the said ndeeommendations and to report on these
matters to the next sessiohthe Assembly in 1997.

* Background Note on the Regulations for the Turkish Straits submitted by the Delegation of
Turkey (Annex 5).

* Background Note on the Navigation in the Straits of the Bosphorus, the Dardanelles and the
Marmara Sea submitted by the Delegation of the Russian Federation (Annex 6).

PORTSIN THE BLACK SEA REGION

The proper function dPorts is strictly connected with the increase of internati@mal regional trade.
In addition, the development &brts depends to a greater extend on the prospective freight iitows
the region. Therefore, more efforts should be put for rit®nalization and increasing of the
effectivenes®f Sea and River Ports.

It is advisable that the BSEC Member Countries inforohezther about the practical problems faced
by ships when they call in thelorts. In spite of the progress made up to today, there are still
substantial problems to be solved.

These problems can be summarized as follows:

Increase of calling of ships at ports.

Undue delays.

Ship supplies (food, spare parts).

Seafarers' correspondence.

Change of crews

Disbursements.

Delayed payment of freight rates.

Lack of oil reception and pumping facilities.
Discrimination on port charges, passage fees anghfréaxes.

* %k k% ok ok K %

Some of the activities underway and progress achieved concerning the development and
rehabilitation of Portsin the BSEC region are as follows:

* The conditions of théorts of Odessa, Novorissyisk, Batumi, Poti, Sochi, Constanta, Rostov,
Tuapse, Varna, Samsun andTrabzon should be improved, in particular.

* Rehabilitation projects concerning some of thBses are being conducted by th¥orld Bank,
the European Community and theEBRD. Also, it is suggested that the waste treatment profects
thesePorts should be put into effect in collaboration with othdoet.

* The BSEC Council has been collaborating closely with tBBRD for securing the financing of
two port rehabilitation-expansion projects on theAzov Sea in the Russian Federation. Another
project in hand is the multi-modal transportation systdnchvis envisaged to connect therres
Port in Albania to Varna on the Black Sea coast Bélgaria via road and rail connections and to
Ukrainian, Russian andGeorgian Ports via ferry andRo-Ro transportation facilities.

*  Prior to theBSEC Summit Declaration and the circumstances surrounding it, the Black Seahad
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relatively small role in serving to the limited amouhtrade originating from the forméJSSR.
The principalPorts at Novorissyisk andOdessa were more important for military purposérts
on the coastsf Romania andBulgaria carried more weight as tradifprts. Presently, there is a
need for rapid rehabilitation, modernization, expansion acelrorte.

* Effective achievement of these objectives and the pitisgiof financing them require not only
that they are efficient as such, but also that thegampetitively managed. It is also not desirable
that Port Rates are determined on a non-competitive baBrsvatization is difficult when Ports
are discussed, particularly where military consideratiamedr previously. However, it is now
necessary that a new approach is adopted. For examptrtghunication investments Rorts
with a previous military role or at those which may img assume such a role are presently
guestioned because of the possibility that states mayemie with their defence priorities, hence
limiting their commercial efficiency.

CARGO TRANSPORTATION

The BSEC Working Group on Transport has noted the following issues on Cargo Transportation
during the meeting held in Anapa on 18-19 October 1995:

* The Working Group held and extensive exchange on existing and prospective volamntes
directions of internationaCargo Transportation by all kinds ofTransport in the BSEC region
including Cargo Transportation by river-sea ships (interregional, regional, localy ferries, etc.

* The Working Group recommended to study the possibility for extendingRiv®o Ferry Systems
to other Ports of the Black Sea and Azov Sea in addition to the lines already in operation
including the ones which have recently started operattgden thePorts of Varna (Bulgaria)
andPoll (Georgia) as well aBBurgas (Bulgaria) - Poti Ro-Ro line and theConstanta (Romania) -
Samsun (Turkey) ferry line which will be introduced in the very near future.

AIR TRANSPORTATION

SEMINAR ORGANIZED BY THE CONSULATE GENERAL OF ROMANIA IN
COOPERATION WITH THE BSEC

On 24 November 1995, the Consulate General of Romania in Istanbul organized aSeminar in
cooperation with thePermanent International Secretariat of the BSEC. The Seminar, held in
accordance with thBSEC Plan of Actions for the implementation of the provisions of tBacharest
Satement, was attended by the representatives of Goasulates General, airline companies and
national travel offices of thBSEC Participating and Observer Sates in Istanbul, as well as of the
BSEC Council and theBlack Sea Environmental Program. Constructive views regarding the
prospects for developing tourism activities in the BSECoregind the concrete contribution which
could be provided by airline and travel companies in thicti® were exchanged. The participants
emphasized the importance of concerted efforts fareasing tourism - which has direct correlation
with the issues ofransport -within the BSEC area, including unilateral initiatives bolateral and
multilateral agreements and arrangements with the viesintplifying the formalities governing the
issuance of passports, visas and other supporting docunmgpesjadly for groups from the BSEC
countries traveling in organized tours.

*  Proposals made by the Delegation of Romania during the First Meeting of the BSEC Working
Group on Transport and Communications held in Bucharest on 15-16 December 1992
regarding the Actions to be taken for the Air Transport Cooperation and Development amons
the Countries within the Black Sea Area (Annex 7).
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HARMONIZATION OF THE BORDER CROSSING FORMALITIES

The Border Crossing Formalities constitute an important factor in the smooth functionofg
commercial activities. In that respect, the harmonizatiahese formalities should be conceived as a
continuous process rather than an exercise which caaheved within a short period of time.

By definition. Border Crossing Formalities mean all formalities that have to be compiled with i
order for an individual or a cargo to cross a border.sé&famalites include: Commercial cargo,
cargo accompanying a passenger, vehicles transporting commeacgd, vehicles driven by
travelers and border crossing of individuals without anyacarg

PROBLEMS

* Although all Border Crossing Formalities are introduced at a time when they are absolutely
necessary, a substantial part of them remain in forcevdoious reasons, long after their
justification ceases to exist. The first reason fos thibecause, those who have to comply with
such formalities are usually the foreigners and they are not expected astign the
appropriateness of a specifwmality introduced by th&overnment of a Member Country. The
second reason is that the national authorities may not haeeaglip review mechanism for the
evaluation of the appropriatenesthe formalities in force. As a result of these, no action is
initiated to abrogate suc¢brmalities even if they become unnecessary.

* In some cases, during a long period of time that meyehelapsed since the introduction of a
specific formality, due to the changes in conditions, such a akér formality may not justify
any longer the effort needed to comply with or enforceehjaired situation.

* It is very common to see long queues formed at thedverby trucks, cars or passengers due to
unneccessary formalities.

* In some cases, easily dispensdbtenalities may be the reason for the increased costanfjo
Transportation. Delays inCargo Transport resulting fromformalities at the borders are inevitably
reflected as an increase in the cost and, consequinlpyice of the commaodity rises which is to
be paid by the consumer.

* Delays faced by individual travelers at the borders magea loss of their labor for the national
economy.

REMEDIES

* In several cases, some objectives set by the nationadréigh may be attained more easily not
by introducing aspecific formality, but through closer cooperation among the BSEC Participating
States.

* The harmonization practices should help eliminate biwfiormalities which become unnecessary
and obsolescent.

* The harmonizatiorof formalities should be regarded as a long process that should be tetduc
smoothly. No BSEC Participating State should be forcedopt formalities that are not yet ready
to be implemented.

* The harmonization process may start by recording stogkesfent rules governing tBerder
Crossing Formalities of the BSEC Participating States.

* If, upon the completion of the stock taking exercise, ibixserved that there afermalities
common to all BSEC Participating States, harmonizing mectiay be applied immediately for
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such formalities.
*  Formalities which resemble each other should be given special éfftve harmonized.

* In harmonizing formalities, international practices should be given priority with a vigw
improving the common standards of the BSEC Participating Statker rthan modifying the
existing ones towards poorer standards.

* The harmonization exercise may also be extended to otheigeswhich may vary considerably
from one BSEC Participating State to the other. Howeverptbisess may take a longer period of
time.

*  Information on Transportation in BSEC provided by the Delegation of Armenia (Annex 8).

*  Information on Transport Connectionsin the BSEC Member Countries provided by the
Delegation of Azerbaijan (Annex 9).

*  The Views of the Delegation of Turkey on the Black Sea Ring Corridor and Related
Transportation Network (Annex 10).

GENERAL RECOMMENDATIONS

* Provision of an effective, speedy, modern and reliablespart services operating within the
framework of an adequate infrastructure should be theipahobjective of the cooperation.

* Improvement and development of transportation links andegjisitive action for the
facilitation of transit transportation among the BSE€nber Countries.

®* Comparison of the present legal arrangements by the Me@bentries of the Black Sea
Economic Cooperation and on the basis of servicing sectopsdwding them and taken into
attention the national laws and international bilatendl multilateral treaties.

* Analysis of the data concerning transport possibilitietie region in order to determine the most
efficient transport links.

* Preparation of proposals on technical cooperation prograsiswell as proposals for the
standardization of customs documents and procedures wilibincontext of a multilateral
transport agreements.

* Determination of the differences in technical standaiitts theWestern ones in order for
upgrading them to the levels Bfestern standards.

¢ Development and adoption of common administrative rules thatliearealready established by
international organizations (i.&J.LC., or OTIFfor rail transport) in order to resolve many of the
serious problems encountered today.

* Promotion of bilateral and multilateral agreementalirmodes offransportation and transit
flows.

* Development in the inland waterways policies of the BSEQid#jpating States towards a market-
oriented environment. Exchange of information on the inlanémways legislation of the BSEC
Member Countries.
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Prevention of the emergence of overcapacity in the shipbuildéhgstry. It is recommended that
this problem should be resolved on a multilateral basis anthe basis of the rules of free
competition and not be disturbed by unfair supporting measures.

Provision of ship construction credit pursuan®ECD terms (long term/low interest) from
international financing units.

Exchange of know-how on ship construction and ship repairing wiaitgiping barter
transactions for offsetting debts among the BSEC Membert@esin

Ensuring the close attention and active involvement of f@risactor on investments regarding
diversified fields ofTransportation.

Initiation of the preparation of a reference list of ergiand prospective investment projects in
the fieldof Transport which require~oreign Direct Investment (FDI).

Exploration of possible ways of cooperation by the estaikt of joint ventures among the
BSEC Member Countries within the principles of free #aid competition. Also, ocean-going
ships that are engaged in such transport should bieftemil

Seeking collaboration with respective national authorittesray the BSEC Member Countries in
projects concerning thd@ransportation sector, namely modernization, enlargement, effective
management and construction of new ports as well as railway

Forming a list by studying the physical and operational pi¢®s and practicalities of the ports
of the BSEC Member Countries having coasts in the Bhazk

Efforts should not be spared to ensure the presence af ahel efficient conditions at points
where goods are handled, stored and shipped to theirdi@séihations with maximum security
measures, efficient telecommunications and financiaicss.

Improvement and modernization of th@tlessa, Novorissysk, Batumi-Poti, Sochi, Constanta,
Rostov, Tuapse, Varna, Samsun and Trabzon ports for their rehabilitation, and effective
management. Available information technology systems far plirpose should be carefully
examined. Telecommunication and storage facilities a$ aselfinancial services should be
developed with urgency.

Urgent rehabilitation of the railways within a short aneldium-term development plan in almost
all the BSEC Member Countries.

Development of common standards in rail transportation.

Possibility of smooth privatization of railway operations

The Eastern Black Sea countries have very important connections withTrem-Asian railways.
Therefore, a comprehensive feasibility study could be caaddor the betterment of this railway
connection in favor of the Black Sea region countries.

Provision of conformity is required with tHgans-European Railway (TER) in order to improve
substructure standards of the railways of the region leet@st andCentral Europe countries.
Improvement and modernization of these links bear great signde in thelER transportation
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system.

* Active cooperation and expedition of current efforts ontiaemonization ofBorder Crossing
Formalities which should be regarded to be achieved in the long run amomStHBE Member
Countries.

e Storage
Sorage is one of the major dynamics of transportation. Effectoeage facilities constitute a

critical element for sellers of natural resources, budtemal as well as finished products in
obtaining best prices. Investment efforts towards thosiétiies should, therefore, be appraised
within a spectrum of gaining "indirect benefits."

®* FreeZonesin theBlack Sea Region
Free Zones should be considered as significant means contributing stibdliato intra-regional
trade. Theseones could be improved through the creation of sound processggrocessing,
packaging and transshipment facilities. These initiativgas be best achieved through joint
ventures and/or enterprises managed jointly by individualoajaht stock companies from the
BSEC Member Countries.

* High Speed On-Ground Transportation
Further advancement bigh speed on-ground transportation modes, such as high speed passanger
and cargo trains, container and trailer transportatisnwell as tourist, mail and luggage
transportation. In this respect, the reconstruction of ekisting routes within the technical
possibilities as well as the construction of new railwaysch would provide the maximum
velocities compatible with world standards should be takiEnconsideration.

® Proposalsof the Delegation of Armenia on Transportation in BSEC (Annex 11).

* Proposalsof the Delegation of Greece on Transportation in BSEC (Annex 12).

* Proposals of the Delegation of Turkey on the Black Sea Transportation Network Concept
(Annex 13).

* Recommendations of the Delegation of Ukraine on the Legisative and Juridical Bases of the
BSEC Transport System (Annex 14).

CONCLUSION

The effective, secure and efficient meandmnsportation are the major elements in order for sound
trade activities and international investments to take plBlce Black Sea Economic Cooperation is
particularly important in this regard, because the reggsopromising not only as a potential of
globally competitive industrial activities, but also as th&cal outlet of agricultural and industrial
production of its own as well ad the Republics of Central Asia. It is, therefore, mandatory that not
only efficient multi-modal means dfransportation be made available in the region, but also port,
storage, telecommunications, finance, insurance and otfiastructure be installed throughout the
region. In this respectovernments andParliaments of the BSEC Member Countries should exercise
their authority over international financial institutionsvésds the adoption and development of
criteria conducive to and encouraging for investments taswhiese objectives.



However, it is a fact that international financial argations are usually not willing to support the
construction of new transportation infrastructure, but fabe rehabilitation and modernization of
existing facilities. It is, therefore, desirable thammasterplan of Multi-Modal Transportation be
designed. Although there is very little information avagabh the actual amount of trade that is
going through the BSEC region, it would not be unrealistiexpect a multiplication of this traffic in
accordance with the re-activation of industry in the regibime often cited emergence of trade
originating from theRepublics of Central Asia including oil, oil products, other bulk material as well
as industrial products should be taken into consideratisnch amasterplan.

Again, all modes ofTransportation should be accounted for as the fundemental parts of
infrastructural development necessary for the improvemersioc-economic and trade relations
among the BSEC Member Countries in the region.

In addition to all interest areas for the BSEC region that have so far been tackled in the field of
Transportation in this Report, the following prospects can be considered as the complementary
reinforcing components to the Report:

* The study ofroad-railway combined transportation possibilities so as to maxitthizdoenefits of
the existing railroad systems in the region, ahihil-sea combined transport modalities between
and among th8SEC Member Countries, Eastern European Countries and theEuropean Union
would be elaborated by experts in line with the delibenatof national authorities.

* Active cooperation on the development and modernizadiqorts should be recognized as one
of the fundemental means of increasing trade potentiakiBSEC region. Also, it would be wise
to look for further opportunities for possitie-Ro andrail-ferry line connections.

* The development adtorage facilities, transshipment points, free zones andhigh speed on-ground
transportation modes are other significant areas where experts could sdarchnd examine
possibilities of cooperation.

*  Finally, thesimplification of customs procedures and provision of common port tariffs are other
major cooperation areas among the BSEC Member Coulegsng great importance for the
rapid economic development of the region. In this respeate mctive cooperation and further
analysis of the issues in all aspects Tofansportation should be maintained through a
collaborative approach in order to achieve common standardee Black Sea Economic
Cooperation region.



