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Mr. Chairman,

Ladies and Gentlemen:

Let us look at  the problems and options that we face in Trans-Siberian transportation.

Today, we experience an extremely dynamic development in the foreign trade between Western Europe and the Far East, and in Western Europe’s economic co-operation with Russia. 

As a consequence, the demand for transportation and logistics has increased accordingly.

The European Trans-Siberia forwarders and GETO members have profited from this development: In the past fiscal year, they have been able to increase their turnover considerably.

Well, this is of course good news.

But unfortunately, it does not concern that business sector for which those companies originally formed the GETO alliance more than fifteen years ago. 

As we all know, GETO was founded with the aim to increase the transportation transit volume between Western Europe and the Far East via the Trans-Siberian railroad.

We also know that the GETO member companies will certainly be able to develop and grow successfully even without Far East transit, as they all have a much diversified product palette.

But this does not reflect the conviction of the GETO members, and it does not reflect the conviction of our customers: that there is considerable potential in the Euro-Asian rail freight sector. Developing this sector would immensely accelerate economic exchange between the continents.

For this reason, there have been various initiatives from GETO member companies to get things moving since our last plenary meeting in Vilnius. But the sad truth is that there were just a few transports of single containers and container groups – and the largest part of them only used part of the Trans-Siberian railroad for transit to Central Asia. 

We have not succeeded in developing a regular rail product for our transports to the Far East.

Concerning the Russian side, we can say that the tariff  turbulences of  2006 have led to considerable improvement in the tariff sector for Trans-Siberian freight. 

GETO companies such as InterRail or Multimodal have confirmed that for a number of destinations the tariffs that are in operation now can compete with ocean freight rates.

Of course, after the dramatic decrease in Europe/Far East ocean rates in 2005 we now have much higher ocean rates again, and the upward trend continues. In the Far East, the barometer is clearly still rising for ocean freight – with congested ports in China and continually growing numbers of containers as a side effect. 

And what does all this mean for us? It means a really big chance for rail freight!

So many chances – and we have not developed them. Why is that?

From information that I have received from GETO members, there are mainly three reasons why we have not grabbed these obvious chances:

There is, number one, the wagon problem: There are simply not enough wagons.

Then, number two, the lack in transportation logistics, and

finally, number three, the old problem that the flow of goods is not paired. 

But this is a problem all carriers are confronted with in Far East transportation. 

Some shipping lines are trying to solve or at least to ease the problem by shipping back their empty containers at very low cost, or for free.

Now, some remarks on the lack of wagons:

In the past year, the continuing increase in freight volume created more and more shortages of container wagons. 

So that now, on the one hand, we have positive developments like the faster clearance of freight and customs documents at the border between Poland and Belarus – and on the other hand, the cargo has to wait up to seven days for a container wagon!

Personally, this makes me angry. Really angry. Because TransInvest companies were the ones that developed and realized, together with the Belorussian railway companies and other partners, an IT portal for the preliminary clearance of freight documents at this border. With this IT portal, we have created really good conditions for fast border passage. But what use is fast document clearance at the border if the containers cannot roll on because there are no flat wagons for the transportation in the CIS?

Waiting times not only cost money; they also make it impossible to guarantee delivery times, and they hurt the image of the railroad in general.

The lack of wagons is also a problem at other borders into the CIS: GETO partners in China report they have not been able to secure enough wagons for their container freight to Europe.

Somehow, this problem seems just impossible to solve! 

Today, wagons are generally rare, not only in Russia: 

because there is such high and growing demand, and because railroads have not really invested much in this sector. 

So, the wagons that are available are used where they are the most cost-effective. And in the eyes of the railway officials, this is obviously not the Trans-Siberian transit:

As Russian partners have told me, the tariff is below net costs and therefore not profitable at all.

Now, what can we do?

In my opinion, we have to march in the following direction:

We need, number one, massive investments from railways and private rolling stock carriers.

Last year already I informed the council that TransInvest is prepared to contribute to such investments, if the frame conditions are right. For this, we would also consider direct collaboration with partners in Russia. 

I think as coordinating council our most important task is now to enforce practicable solutions more intensively. It looks like such initiatives as the Container Bourse Information System that was implemented last March under the coordination of the CCTT are simply not enough.

Not only in the Trans-Siberian traffic, but also in Western Europe the availability of flat wagons will show if railroad container transports can meet the growing demand and make use of its chances. There is good news already: The RZD AG and other CIS railroad companies have acknowledged the problem and are beginning to invest more in this sector.

Transit traffic also needs long-term stability in the tariffs: and this means the absolute rate limits themselves as well as the calculation method.  

Concerning the rates themselves, the core question can only be: How do we decrease our self costs and increase productivity to make rail transit through Siberia not only competitive, but also profitable for the railway companies and all others involved. 

This is a very complex challenge, yes, but it can be mastered: The Far East shipping lines have done it, since the nineties, and they have improved their service at the same time!

Now, let us look my second point, at the lack of transportation logistics.

In this field, there is big progress in Russia and the neighboring countries. This development makes me very optimistic. The Russian Railway, the Chinese railways, and the railway companies from Kazakhstan are fast setting up a logistic network; the deficits of the past will soon be made good. 

I am convinced that the increase in logistic infrastructure and logistic know-how will help solve the problem of the lacking wagons. Plus, the increase in logistic infrastructure and know-how will also help find practicable solutions for the unpaired flow of goods – 

a problem that will remain with us for quite some time.

Another factor that can contribute to the development of Trans-Siberian transit traffic is that the railway companies are more and more prepared to co-operate in the development of international rail traffic.

For 2007, we have in the sector of Euro-Asian traffic: 

first, the logistics company that was founded in June by Deutsche Bahn AG and RZD AG together. This new venture was founded with the aim to increase container transportation between the two countries and to increase the cargo transit Europe-Asia via the Russian continental bridge;

and we have, number two, the joint venture of the RZD AG’s Eurasia Rail Logistics and the Deutsche Bahn AG with the railways of Poland and Belarus. Its target is to simplify and accelerate transportation in the Moscow-Berlin corridor.

These initiatives go back to the agreement between the ministers of transportation of the four neighboring countries along the Berlin-Warsaw-Minsk-Moscow corridor to combine forces to develop railway traffic together.

One example of this effort, and the most successful one, is Ostwind (East Wind), the container block train that has been running successfully for more than ten years between Berlin and the CIS.

Ostwind is a product of Intercontainer and Interrailservices IRS, also a company that belongs to the TransInvest Group.

I was immediately involved in the creation of this product. And I can assure you that this container block train could not have been put on the market without financial assistance from us forwarders and operators, and that without our financial assistance it would not have survived the financial crisis in Russia in the late nineties. 

You see: It is not enough to say: Yes, let’s do it. You have to be prepared to invest, too.

The railway companies are principally transporters. They should know that they can only realize their aims in co-operation with us, the forwarders and operators. 

I really want to make this very clear, since many forwarders fear that the big railway companies that even today get state subsidies become logistics service providers with their own forwarding and container companies. Getting into the market will then become difficult again for third parties. We should really act against any monopoly tendencies in the rail cargo market - in the interest of a promising development also of Euro-Asian transportation.

Today, the forwarders, operators, and rail service providers that are associated in GETO have a new commitment beyond the development of Trans-Siberian freight transit: They want to increase the role of the railway in the traffic with the CIS and neighboring countries.

Let me close with one of the latest initiatives of a GETO member company:

As a consequence of the extremely dynamic development of direct investments in the automobile sector in China, the rail service provider InterRail – a member of the TransInvest Group – and the Netherlands based Koopman Logistics Group, a leading European vehicle services provider,  have founded a joint venture to set up a rail connection between China and Europe for the automotive industry.

This shows that GETO companies are making efforts to use the most important Euro-Asian land bridge, the Trans-Siberian railroad, actively for international transit.

And this is what we need.
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