














Discussing lean supply in Russia, left to right: Magna Steyr’s Alfrons Dachs-
Wiesinger; NYK Logistics’s Michael Storey and Linpac’s Rodney Salmon

container traffic has crowded the entry ports, and shipments
are sometimes caught for days behind the red tape of customs
clearance.

Baltic ports, such as Tallinn in Estonia, Riga in Latvia and
Klaipeda, Lithuania are all adding capacity, but there remain
issues when crossing the Russian border, where rail gauge,
customs and a lack of trucks cause long delays. The Black Sea
is a developing region, but still lacks warehousing, and the
ports have been described as glorified parking lots. It also
has long lead times to Moscow and St Petersburg. According
to Alexander Goloviznin, Deputy General Director, Ust-Luga
Company, the Black Sea is even more congested than the
Baltic.

For some years now, many have been counting on the
development of the Ust-Luga Company’s container terminal
and its“Yug-2” car terminal in the developing Ust-Luga port,
east of St Petersburg in the Baltic.

“Ust-Luga, well, that’s a really long story;” said Goloviznin.
“I'm embarrassed to say that last week we celebrated 15 years
as a company, but the terminal project really started about
eight years ago.”

Yug-2 has had a history of starts and stops. Earlier this year
the company announced that it would begin receiving new
cars in July, but the date has now been pushed back to the end
of September or October.

“Last year we initially said November 2007, but then got a
kick from our shareholders to be faster,” he said. “The reality
is we have a lot of work to do, but September will be quite
realistic.”

The terminal will now be combined with a ferry complex,
occupying an area of 1.2 square kilometres. On the initial
stage the capacity will be around 100,000 cars per year, with
storage for 6,000. The full capacity of the terminal will be 4.7
million tonnes of cargo including 360,000 cars per annum.

A customs excise office will be set up, and an agreement has
been made with RTA to develop a rail link in 2008.

Goloviznin said that plans for a bonded storage area would
be introduced if the demand was there, and in that case
would allow cars to be stored up to two years. However, he
told delegates that the port was not being built with long-
term storage in mind. “T have to warn you that the tariff for
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the storage will be increasing week by week; we cannot afford
long-term storage.”

The container terminal will start operating at the end
of 2008, with an initial capacity of 500 TEU, and plans for
a depth of 16 metres. The port is 100 kilometres from St
Petersburg, and while there is no road to Moscow right now, a
federal road is under construction.

However, Goloviznin acknowledged that, even if Ust-Luga
develops as quickly as he hopes it will, Russia may still be
facing a long-term capacity problem, and that volumes via
other Baltic routes would continue. “In the first quarter of
2007, the growth of import cars was more than 70 per cent.
Container movements have been growing 25 per cent a year
for five years. Consultants say that the Russian TEU will be
40 million eventually. Ust-Luga will be three to four million,
and St Petersburg two million. Without enough building, it
gives a good opportunity for Finland and the Baltic states.”

Was Saint Pete the right choice?
With St Petersburg a frozen port and limited in space,
carmakers may regret building their plants and logistics
networks in the St Petersburg area, even though it has the
most developed infrastructure in Russia. At the end of the
conference, Elliot Swiss said out loud what many carmakers at
the conference were already saying in private: “[At GM] we're
looking at any or other alternatives,” he said. “The reason we
all went to St Petersburg is the reason that it’s a problem now:
the port.”

As NYK’s Storey indicated, the risks to lean supply or
production are high, and though Russian Transport

When we’re not sure about delivery, we tend to
carry more than we need, then, when channels have
stabilised, we return to normal figures of supply.
Typically we don’t keep more than a month, or for
some critical parts, two months in the warehouse.

Vitaly Brazhkin, Peugeot Rus Auto

Logistics operates a small terminal exclusively for Nissan in
St Petersburg, finished vehicles by and large can still not enter
through the port. Van de Wiele told delegates that the decision
to build plants in St Petersburg had less to do with entry there
than it did through its historic entry points via Finland:

“I think the decision to go to St Petersburg is not related to
port choice or anything. Historically, the route into Russia has
been via Finland, and the closet to Finland is St Petersburg.

I think the logic doesn’t go further. We don’t regret [putting
the plant there] but the challenge is to find the most
appropriate choice to bring cars into Russia,” he said.

Though he will be running a port in direct competition
with St Petersburg, Goloviznin rose to its defence: “If Finland
is the traditional route, then it’s a bit of a myth,” he said.

“St Petersburg takes in more capacity than all of Finland
combined.”

He pointed out that the port took in almost 1.5 million
TEUs last year, and will likely hit two million by 2008.

It seems likely that more than one solution will be
needed for Russia. As its ports and infrastructure improve
and demand continues at its current pace, capacity in
neighbouring regions is going to be crucial. o





