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Container transport infrastructure in Russia: changing for the better

China is a key strategic trading partner of Russia. The statistics shows that volume of trade between Russia and China in the period between January and September, 2007 reached a staggering USD 23.8 Billion which represents an increase of 42.3% compared to the same period in 2006. The annual growth rates in previous years, namely 2006 and 2005, also exceeded 40%.

This promising trend is expected to continue and there are several reasons for that. One is that the Russian economy has demonstrated its potential for sustained and impressive growth at an average rate in excess of 6% per annum which, in turn, is driving up consuming power. According to various forecasts, it is supposed to reach of USD 13,000 per capita already in 2007 and exceed USD 20,000 by 2015. Besides, one has to remember that Russia is still one of the largest countries of the world in terms of population, so the increasing consuming power of its 145 Million citizens will indeed result in growing demand for all sorts of goods and boost foreign trade, especially with China.

The second reason is that Russia as well as other emerging markets initially started from a very low position in terms of containerization level so the volume of containers destined to and originated from Russia is bound to grow in the coming years at a higher rate than an average level in Europe or North America. Because of these two factors the average annual growth of container throughput in the Russian ports during the period from 2002 to 2007 exceeded 25% per annum while global growth was limited to some 10% in average per annum..     

The rapid and continual growth of trade between China and Russia as well as increasing rates of containerization level are boosting container throughput in Russia which, in turn, calls for development of transport infrastructure since the latter is likely to become the ultimate bottleneck and a limiting factor unless action is taken now.
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Creating opportunities in Russia

National Container Company (NCC), headquartered in Moscow, Russia was founded in 2002 to develop a nationwide network of container terminals. This is a private company which is owned by First Quantum and FESCO Group on parity basis. The two shareholders entered a strategic alliance to unite efforts and ensure that NCC not only retains the status of the largest terminal operator in Russia and CIS but is perceived as an undisputable industry leader in terms of operational and safety standards. 

The market share of NCC in Russia in 2007 is close to 40%. The total throughput of NCC terminals in Russia and other countries of the Former Soviet Union will exceed 1.5 Million TEU in 2007.

The NCC’s professional expertise, world class operational standards and commitment to meet the market needs are widely recognized in the Russian market. The NCC’s terminals are first choice for the leaders of global shipping industry such as Maersk Line, MSC, CMA CGM, OOCL and many others.  

The list of terminals operated by NCC includes FCT in St. Petersburg, the largest container terminal in Russia which is expected to handle 1 M TEU in 2007. The company continues to invest in expansion of its existing terminals, however, the bottlenecks are evident and it has become apparent that Russia needs a new entry point in the Baltic region which would have sufficient terminal capacity and streamlined intermodal connections to perform the role of the country’s prime gateway in future periods. 

New container terminal in Ust-Luga

In April, 2007 National Container Company (NCC) started construction of what has already become the largest green field container terminal project in Eastern Europe – Ust-Luga Container Terminal (ULCT). The terminal will be developed in three (3) phases, i.e., 350,000 TEU of annual throughput capacity by early 2009; up to 1,500,000 TEU by 2014 and up to 3,000,000 TEU by 2019. At this point in time the quay wall of 440 m is already in place and pavement works are in progress. The PANMAX ship-to-shore cranes for the first phase have been ordered and will arrive on time for the terminal to go live as planned.

Benefits for all

The new container terminal in Ust-Luga (ULCT) will have a number of strategic advantages, namely:

· Natural advantage over other ports in the region in terms of navigation (365 days per annum) and almost unlimited potential for further expansion;

· Proximity to densely populated and industrial regions of Russia;

· Favorable location on the bank of Finnish bay with no approach channel restrictions;   

· Depth alongside of 16.5 m which permits to handle vessels with in-take of  6,000+ TEU;

· World class standards of terminal services;

· Full range of services, including but not limited to off dock container storage, contemporary warehousing, container freight stations (CFS), etc.

· Modern IT-system and EDI connection

· Modern equipment and handling system (STS-RTG/RMG-TT)

· Rail access to/ from ULCT is designed to ensure regular connection between  the terminal and major destination points by means of shuttle block trains.
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Ust Luga is located 170 km to the West from St. Petersburg and only 650 km away from Moscow, the capital of Russia and the largest city. It is the first non-oil port to be developed from scratch since the Soviet Union.

One of the main features that really sets the new facility in Ust-Luga apart from other ports in Russia (St. Petersburg, Novorossiysk, Vladivostok) is that it is not locked up by densely populated suburbs adjacent to terminal area and thus, there are virtually no limits for further expansion. What is also important is that the terminal does not have to compete with urban needs for transport infrastructure and energy supply, besides, it does not present any challenge in terms of environment protection.

The new container terminal will be operated by NCC and become a key element in the company’s extended network of terminals. Given its unique location, world class standards of operations and possibilities for further expansion ULCT is bound to attract ocean carriers as well as local feeder operators some of which have already expressed their strong intention to use the facility which is likely to become a widely recognized new prime gateway to the Russian market as well as an alternative entry point for transit cargoes destined to other CIS-countries, especially in Central Asia. The expertise, experience and dedication of NCC’s highly professional management team are combined with solid financial resources provided by its shareholders. In the period from 2007 to 2015 the company will invest in excess of USD 800 Million in ULCT. 

Guaranteed support of Federal Government: key aspect of success

The Federal Government of the Russian Federation will fund dredging works connected with development of approach channel and turning basin of the port in Ust-Luga. It will also provide financial resources for construction of a new freeway between Ust-Luga and Moscow. By 2012 the Federal Government will invest at least USD 110 Million in the infrastructure of the new port. In addition to that RZD, the state owned railway company, will fund works connected with railroad connection between Ust-Luga and major destinations in Russia and adjacent countries. 

NCC’s strategic development plan.  Meeting the market needs

Apart from construction of a new container terminal in Ust-Luga and continual expansion of the existing terminals the company is investing in development of inland facilities which will be connected with sea terminals by means of in-house transportation service, i.e., shuttle block trains and trucks. This is an important part of NCC’s development strategy aimed to provide the entire range of logistics services within its network of inter-connected facilities. 

In September, 2007 National Container Company started construction works of inland terminal and logistics center in St. Petersburg, Russia (Shushary terminal). Upon completion of the first phase of development which is going to take place in the end of 2008, the new facility will provide services for off dock container storage, container freight station (CFS), cross-docking, etc. The terminal will also have covered warehouse premises to be used for storage of commercial cargo and subsequent distribution. The total investment in the project will exceed USD 200 Million. 
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