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economies of the participant countries. Specifically for Azerbaijan it is a huge step forward
in the transmitting to the transit country and in the more global way to function as a

regional hub."

Figure 13: Map of International North-South Transportation Corridor

Source: Geo-economic Atlas of the Republic of Azerbaijan, SAM

Measures aimed at achieving the objectives of the INSTC Agreement

The main measures that were taken in order to fulfill the objectives were: reducing
transportation times across the territory of the countries acceding to the Agreement;
minimize transit costs; simplify and harmonize all administrative documentation and
procedures (including customs) on transit freight across the territories of the participating
countries in accordance with the accepted international agreements and standards.”
In accordance with the objectives stipulated in the Article 2 of Inter-Governmental

Agreement on International “North-South” Transport Corridor, the Parties involved

12 Ziyadov,T.(2012) Azerbaijan as a Regional Hub in Central Eurasia Baku (2012) Azerbaijan Diplomatic Academy, East-West Publishing
House

13 RUSSIAN RAILWAYS (2003) North-South International Transport Corridor: Geographical position of the North-South Corridor.
Available at: http://eng.rzd.ru/statice/public/en?STRUCTURE_[D=4318 (Accessed 2016)
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shall make every effort to reduce transit time for passengers and goods transport in their
respective territories, as well as minimizing transit transport costs. They shall also work
on simplifying and unifying all administrative documentation and procedures (including
customs) applicable to international transport of goods and passengers through their
respective territories in accordance with the adopted international agreements and
standards. Besides the above mentioned each Party shall grant the other Parties the right for
international transit of passengers, goods and transport means through its respective state
territory on the terms and conditions stipulated by this Agreement. Effective assistance to

international transit of goods should be provided within respective State territory."*

Implementation
The importance of the INSTC for Azerbaijan and other countries involved

The geographical location of Azerbaijan is pivotal for the east-west and north-south
transportation lines. Regarding trade, the North-South Transport Corridor will imply a
major geopolitical change in the region. The major focus in order to increase the trade
volume was East-West direction which was mainly supported by Western countries.
The TRACECA project initiated by the EU in the 1990s was the foundation of regional
cooperation with the equivocal strategic goal of a reviving the ancient Silk Road and
connecting Europe to Asia via Azerbaijan and Central Asia. "> The ancient Silk Road
emerged as a result of historical situation, economic development, and large and small
market conditions, demand of the ancient time and different supply amount, this all made
people to reside along the Silk Road, rather than being a part of global project which will
connect Eurasia. Majority of transport links connecting Asia and Europe through Central
Asia are planned to be built in the near future or are currently under construction. The
main initiative taken by Europe is TRACECA (Transport Corridor Europe-Caucasus-
Asia), an international transport initiative involving the European Union and 14 member

states (Armenia, Azerbaijan, Bulgaria, Georgia, Iran, Kazakhstan, Kyrgyzstan, Moldova,

14 Intergovernmental Agreement on International North-South Transport Corridor (2014) Available at : http://www.instc-org.ir/

Documents%20Archive/Agreement/Agreement.pdf (Accessed June 2017)
15  AntoninaHabova KSI Transactions on KNOWLEDGE SOCIETY (March, 2015) Silk Road economic belt: China’s Marshall plan, pivot to
Eurasia or China’s way of foreign Available at: http://www.tksi.org/JOURNAL-KSI/PAPER-PDF-2015/2015-1-10.pdf (Accessed June 2017)
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Romania, Tajikistan, Turkmenistan, Turkey, Ukraine and Uzbekistan). The aim of
TRACECA is to supply Europe and Asia with transportation links which are reliable
and will help the development and promotion of regional economy.' In fact, Azerbaijani
side initiated Baku-Tbilisi-Kars railroad, which according to the given information is an

essential part of “East-West” transport corridor.

The idea of connecting Azerbaijan, Georgia, and Turkey with a railway line was first
brought up at the Joint Transport Commission in 1993. The Ministers of Transport of
the three countries signed a protocol confirming the route in 2002 and a feasibility study
was conducted in 2005. The Baku-Tbilisi- Akhalkalaki-Kars (BTAK) Railway project was
signed in Baku on 25 May 2005. On 7 February 2007, the final agreement was signed
in Thilisi by the Turkish Minister of Transport Binali Yildirim, Georgia’s Minister of
Economy and Development Giorgi Kvirikashvili and, and Azerbaijan’s Minister of
Transport Ziya Mammadov. Afterwards, Turkish Prime Minister Recep Tayyip Erdogan,
Georgia’s President Mikheil Saakashvili and Azerbaijan’s President Ilham Aliyev signed
the Tbilisi Declaration envisaging a regional cooperation process and mutual support in

terms of transportation, electric power, and natural gas."”

Currently, new ports, roads, bridges, railways, and other transport infrastructure are being
constructed, and existing ones are being rehabilitated to increase the transit capacity of
the entire area, including the South Caucasus. Corresponding unified regulatory basis
and tariff rules are being developed. Furthermore, TRACECA countries have joined the
relevant international conventions and agreements. Transport infrastructure necessary
for the development of multimodal transport is being established, supported by adequate
capacity-building required for professional international transportation. Theoretically,
the realization of the East-West (trade) corridor could be beneficial to all major powers
interested in the region. From geopolitical perspective, however, it will hardly be a win-win
situation. Active Chinese policy in Eurasia could strongly affect the geopolitical dynamics
in the region and shift the focus of the geopolitical balance that defines the control over

the Eurasian space.

16  Vladimir Fedorenko, (August, 2013) The new silk road initiatives in the Central Asia Available at: http.//www.rethinkinstitute.org/wp-

content/uploads/2013/11/Fedorenko-The-New-Silk-Road.pdf (accessed march 2017)
17 Centrefor international and European studies, Policy Brief ( November 2015) Azerbaijan — Georgia — Turkey: An example of successful
regional cooperation Available at: http.//www.khas.edu.tr/cms/cies/dosyalar/files/CIES%20Policy% 20Brief%2004.pdf (accessed March 2017)
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Iran and Russia have been sidelined from this corridor and most of the projects have
bypassed these two powers. As a result of this outside treatment, both countries are
intensively interested in the launch of North-South Transport Corridor and its realization.
With the emergence of “North-South” transport corridor, Iran and Russia will again
increase their clout in this region. For Azerbaijan, as well as for Iran and Russia, the
launch of this transport corridor is a way to reduce dependence on oil revenues, boost
GDP and develop the non-oil sector.'® The new corridor will be more competitive in time
and cost than the alternative routes such as the Suez Canal-Mediterranean Sea-Northern
Europe and Turkmenistan-Kazakhstan-Russia-Northern Europe routes. The current sea
route via the frontiers of Western Europe, through the Mediterranean and the Suez Canal
takes 40 days; the new North-South Corridor envisages reducing this by half and even
delivering goods as quickly as 12 days. All three nations are in need of joint economic
and trade projects. Iranian side represented by president Rouhani made a proposal of
creating a free trade zone between the two countries.”The President of Republic ITham
Aliyev issued a decree on the establishment of a free economic zone in the territory of
Baku International Sea Port.” The “North-South” Corridor will also help change the
nature of Iran-Azerbaijan and Russia-Azerbaijan relations. Russia and Iran nowadays
view Azerbaijan as a strategically important economic partner despite of several tensions
in the past. These are just the initial steps in a bilateral economic cooperation. The fact
that all three countries are able to cooperate on the same project serving the same aim,

raises hope that nations have finally found a formula for successful neighborly relations.*'

A summit of the Azerbaijani, Russian and Iranian Presidents was held in Baku, Azerbaijan
on 8 August 2016. During the meeting for the first time in the trilateral format there were
discussed regional issues, cooperation and challenges. Parties of the trilateral summit
focused on issues pertaining to regional trade and commerce, the legal status of the
Caspian Sea, as well as joint efforts to fight terrorism, extremism and separatism. The main

point of the trilateral meeting was the implementation of effective measures to develop the

18  President of Azerbaijan (April 2016) President Ilham Aliyev chaired the meeting of the Cabinet of Ministers dedicated to the results of

the first quarter of 2016 and objectives for the future. Available at: http://en.president.az/mobile/articles/18994

19 The Business Year (2016) Permanent strategy and proficient activity Available at: https://www.thebusinessyear.com/Content/

Publication/c909a10b-baac-43b9-bf66-bbe54104b83b.pdf (accessed July 2017)

20  Port of Baku (November 2012) Workshop on free trade zones Available at: http:/portofbaku.com/ru/news/88-Port-of-Baku-hosted-a-

workshop-on-Free-Trade-Zones/ (accessed July 2017)

21 The Central Asia- Caucasus Analyst (2016) The North-South corridor finally kicks off Ava|IabIe at https://www.cacianalyst.org/publications/
39 %E2%80%9Ci 80%9| id icks-off.html (accessed 2017)
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transportation and communication infrastructure in order to expand the opportunities for
passenger and cargo transportation via the North-South corridor. Azerbaijan established
Baku International Sea Port in 2015, aiming to turn Azerbaijan’s capital into a transport
hub of the region and increasing cargo transit via Azerbaijan.?? Right after the meeting
in Baku, the presidents held the meeting in the capital of Iran, Tehran. The main focus
of the meeting was that Azerbaijan and Iran have commenced the construction of an 83
meter-long bridge over the Astara River, which is located on the bilateral border. Each side
will pay 50% of the cost. At the same time, Azerbaijan has started building a railway of 8

kilometres to connect its national railway system to that bridge. *

On March 2017, India become the 71% nation to join the United Nations TIR Convention.
The mentioned decision is a part of multi-modal transport strategy; its main purpose
is to assimilate Indian economy with global and regional production networks. The
implementation of INSTC was more legitimate when India made the decision to join
international customs convention TIR.** Chinas “One Belt One Road” strategy was a
parallel project that inspired India to join INSTC as a connectivity initiative.> INSTC is
a land-and sea-based 7,200 km long network comprising rail, road and water routes that
are aimed at reducing costs and travel time for freight transport in a bid to boost trade
between Russia, Iran, Central Asia, India and Europe.?® Once fully functional, INSTC will
reduce time and cost for freight shipment between India and Eurasia, as well as, influence
economic relations of India with Russia and Europe. The mentioned route is projected
to reduce tariffs, provide fast and effective trade links between European countries and
Southeast-Asia.” By the completion of the project the freight will be transported by this
route in millions of tons, which will transform the participating countries to the transit

specialized ones. In this case the boost of the economy of mentioned countries will be

22 Sputnik International (August, 2008) Leaders of Russia, Azerbaijan and Iran to meet in Baku in August 8 Available at: https:/
sputniknews.com/politics/201608051043965212-putin-aliyev-rouhani/ (Accessed April, 2017)

23 Parviz Heydarov and Tom Mardsden (2016) Why is the North-South Corridor is so important for Baku Available at: http://www.visions.
az/en/news/795/0fba616/ (accessed June 2017)

24 General Knowledge today (June, 2017) India ratifies UN TIR in a bid to Counter China’s OBOR Available at: http://currentaffairs.
gktoday.in/tags/world-trade-organization-wto (accessed July 2017)

25 Dipanjan Roy Chaudhury, (May, 2017) Economic Times .Modi is quietly pushing for a counter to China’'s OBOR with
Russia, Iran’s help Available at: http://economictimes.indiatimes.com/articleshow/58117912.cms?utm_source=WAPusers&utm
medium=whatsappshare&utm_campaign=socialsharebutton&from=mdr&utm_source=contentofinterest&utm_medium=text&utm
campaign=cppst (accessed June 2017)

26  The Economic Times (Dehli) (April, 2017) INSTC inching closer to the reality Available at: http://epaperbeta.timesofindia.com/Article.
aspx?eid=31816&articlexmI=INSTC-Trade-Route-Inching-Closer-to-Reality-11042017019041 (accessed June 2017)

27 The Economic Times (2017) India-Eurasia road almost ready, container dry run soon Available at: http://economictimes.indiatimes.
com/articleshow/57980716.cms?utm_source=contentofinterest&utm_medium=text&utm_campaign=cppst (Accessed June 2017)
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undeniable. According to the Chairman of ‘Azerbaijan Railways’ CJSC, the International
North-South Transport Corridor (INSTC) project is beneficial for Azerbaijan, Russia and
Iran.?® Implementing of the International North-South Transport Corridor, INSTC, and
establishing the “Green Corridor” are supposed to promote multinational trade by means

of reducing the distance and transport costs and facilitating customs procedures.

Russian Federation

The balance in the Caucasus has changed with Iran emerging from sanctions and trying
to reach north and Europe. The meeting of the Presidents in early August of 2016 was
based on discussions on counterterrorism initiatives, Nagorno-Karabakh and Caspian
Sea disputes. Nevertheless, the main topic was the regional connectivity, not the disputes.
One of the essential topics discussed was specifically the International North-south
Transport Corridor and its railway construction process.”” Iran, Russia and Azerbaijan
agreed to reduce tariffs on interstate cargo transit by 50% as part of efforts to activate the
International North-South Transport Corridor, which aims to connect India to Europe.*
The agreement was reached in a trilateral meeting in Moscow where rail officials from the

three countries discussed ways of activating the INSTC project.

In recent developments Russian trade has significantly suffered from war in Ukraine
and in a retaliation to this conflict European and North American governments have
implemented huge economic sanctions. Russia in order to defend its prestige also
implemented partial trade embargo on European markets, which deepened the already
suffering Russian economy. A study by the Federation of Freight Forwarders’ Associations
in India showed that INSTC would be 30% cheaper and 40% shorter than the existing
routes.’ This turn of events influenced Russian policy maker to focus on the East and
to accumulat new influences in this region. Russians has semi-developed relations with

two of the biggest three strategic partners in the Asian continent Iran and India. In 2015-

28  Sputniknews (2016) INSTC to benefit Iran, Russia, Azerbaijan Available at: https://sputniknews.com/world/201610101046174519-
azerbaijan-russia-transport-corridor/ (accessed June 2017)

29  Stratfor, Worldview (2016) Azerbaijan Courts Russia and Iran Available at: https://worldview.stratfor.com/analysis/azerbaijan-courts-
russia-and-iran (accessed June 2017)

30  Financial Tribute (July, 2017) Iran, Azerbaijan and Russia agree on 50% cut on transit tariffs Available at: https:/financialtribune.com/
articles/domestic-economy/61098/iran-russia-azerbaijan-agree-on-50-cut-in-transit-tariffs (accessed July 2017)

31 Financial Tribute (July, 2017) Dry-Run for India-Iran-Russia project Available at: https:/financialtribune.com/articles/economy-
business-and-markets/62314/dry-run-for-india-iran-russia-transport-project (accessed july 2017)
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2016 trade with India was only USD 6.8 billion and compared to the previous years it
was less, (e.g. 2012 — USD 11 billion, and 2013 — USD 10.1 billion).>* The main Russian
exports to India are minerals, wood, paper, machinery and some other heavy industrial
components. Transportation of these goods could ideally be by trains due to their volume
and the unconventional sizes. Due to the long distance and absence of railroad, Russia
and India do not have connected railways, and Iran can play a major role in which also
views Russia as a strategic trade partner.” The Indian Minister of Commerce and Industry,
Nirmala Sitharaman mentioned that bilateral relations between two nations were
becoming stronger; India and Russia have agreed on USD 4 billion deal which mainly
would encompass military partnership, and the minister also said that high end goods and
engineering would be part of trade in the near future. It is estimated that trade between
Russia and India will be USD 30 billion by year 2025.*

The realization of the project will have a strong effect on the region’s geopolitical order. It
will connect Iran with Russia’s Baltic ports and give Russia rail connectivity to both the
Persian Gulf and the Indian rail network. At least on paper, this would mean that goods
could be carried from Mumbai to the Iranian port of Bandar Abbas and further to Baku.
They could then pass over the Russian border into Astrakhan before going on to Moscow
and St. Petersburg, then onward into Europe. And the project has been progressing
— railway connections between Iran and Azerbaijan are under construction, even
connecting into the Russian system. For the Russian side this is another important track
in the development of trade and economic ties. Reinforcement of Iran’s and Azerbaijan’s
railway infrastructure under the International North-South Transport Corridor project
would offer new prospects for using transit traffic capacities of Azerbaijan and Russia to

their full extent.

The relations between Russia and Azerbaijan could be described as strategically
important partnership. They are based on long-standing traditions of friendship and good

neighbourliness, equality, respect for each other’s interests, common history and culture,

32 The dollar business (2011) India, Russia talks on ways to boost bilateral trade. Available at: https://www.thedollarbusiness.com/news/

india-russia-talks-on-ways-to-boost-bilateral-trade/47323 (July 12, 2016)
33 Ministry of economic development of Russian federation (2004) Overview of trade and economic relations of Russia and India for

2014. Available at: http://www.ved.gov.ru/exportcountries/in/in_ru_relations/in_ru_trade/ (2016)
34  The economic times: foreign trade (2016) Russia and Iran discuss how to boost trade relations. Available at: http://economictimes.

indiatimes.com/news/economy/foreign-trade/india-russia-discuss-ways-to-boost-trade-ties/articleshow/53156357.cms (July 11, 2016)
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and millions of lives that are closely intertwined. Azerbaijan and Russia are working closely
together in the South Caucasus. Enhanced mutual trade in services in fields such as transport,
the financial sector, insurance, telecommunications, culture and recreation will lead to the
boost in Azerbaijan’s ecenomy. The strategic importance of Azerbaijan makes this country a
vital point for various actors, including Russia. Nowadays Azerbaijan treats Russia as close
neighbour and partner, but based on the history Azerbaijan has grounds to be sceptical
about Russia’s interest, especially because of its expansionist politics in the South Caucasus.
Furthermore, the geographical location of these two countries makes Azerbaijan more or
less close to Russia than to the West. Economically, for the regional development this is the
right choice, but still the close collabouration with West could positively impact on future
development of the country. Because of this the balance preserving policy between the West

and Russia, the so-called “cordon sanitaire”, should be the best approach of Azerbaijan.*®

The Islamic Republic of Iran

For Azerbaijan, the Islamic Republic of Iran is not just an ordinary country. Iran is southern
neighbour of the Republic of Azerbaijan. The two states share about 618 kilometres of land
borders and border each other in the Caspian Sea as well. Both countries share values from
their mutual past and several elements of a common culture. In June 1995, Iran and Russia
signed a Treaty of Friendship and Mutual Cooperation, representing a cornerstone of the
Russia-Iran strategic partnership, in the opinion of many analysts.”® The treaty enabled
Tehran and Moscow to escalate diplomatic pressure on Baku, both in the matter of the
status of the Caspian Sea and the transit of Azerbaijani oil.”” From Iran’s perspective, the
INSTC is deemed as the key to realization of the country’s ambition to become a transit
hub in the region, which would in turn guarantee that future attempts to isolate it would
be too costly. Along with the ups and downs in bilateral ties Iran has been India’s fourth
largest supplier of crude oil.*Its transit potential in providing India with access to Central

Asia has not received adequate attention.

35 Elvin Abbasli (2016) The Politician, Geopolitical analysis of the relations between Azerbaijan and Russia Available at: http:/
thepoliticon.net/slider/308-geopolitical-analysis-of-the-relations-between-azerbaijan-and-russia.html (accessed April 2017)

36 R. Freedman, “Russian-Iranian Relations in the 1990s,” MERIA Vol. 4, No. 2 (June 2000).

37  E. Polukhov, “Contract of the Century: The Problem in a Historical Perspective,” Caucasian Regional Studies Vol. 2, No. 1 (1997);
Shorokhov,

38 Mudasir Mubarik (April, 2017) Risising Kashmir, Iran factor in connectivity to the Central Asia Available at: http:/risingkashmir.com/
news/iran-factor-in-connectivity-to-central-asia
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Iran’s Parliament Speaker, Ali Larijani in his recent interview with Russian media on 21
April 2017 mentioned that the project of North-South international transport corridor is of
strategic importance for the whole region, including Iran as well. Transportation potential of
the North-South corridor is designed to carry more than 20 million tons per year. According
to him, it is a multimodal route for transportation of passengers and cargo from Russia’s St.
Petersburg to the Mumbai port. Iranian Foreign Minister Mohammad Javad Zarif in his
speech outlined that Iranian party believes that these projects will speed up cargo transit and
this cooperation serves interests of the region, as well as the people of Iran, Azerbaijan and
Russia. The Parties are conducting high level meetings in order to discuss the outputs of the
implemented part of the work and future steps to be taken.* President Rouhani mentioned
at the meeting held in Baku that Azerbaijan and Iran must try to reduce trade tarifts between
the two countries. The corridor is planned to transport 6 million tons of cargo per year at
the initial stage and 15-20 million tons of cargo in the future. Deputy Minister of Roads and
Urban Development of Iran Saeed Mohammadzadeh added that during the last four years,
Iran invested USD1 billion annually in railroad projects and for next five years, the figure
would reach USD 1.5 to USD 2 billion annually. According to him, Iran’s focus is now on

boosting railroad transits.*

There is another international railroad corridor in the east of Caspian Sea, connecting
Kazakhstan and Turkmenistan to Iran’s Bandar Abbas port in Persian Gulf, which was
inaugurated two years ago. In 2016, the capacity of cargo transition from this route
reached 3 million tons and the figure would reach its final capacity at 10 million tons per
year, after the trains are electrified and some other work carried out. 6,200 km of railroads
are going to be built in the Islamic Republic of Iran. The mentioned figure includes the
underdeveloped projects as well, while construction of further 3,500 km railroads after
2022 is under study now. Currently, Iranian railroad grid’s length is 10,170 km. One of
the railroad projects is the Rasht-Astara segment with 175 km length, after completion
of which, the North-South Transport Corridor will become fully operational.** The

39  Pakistan Defense (March 2017) International North South Transport Corridor Available at: https://defence.pk/pdf/threads/international-

north-south-transport-corridor-instc.485801/ (accessed June 2017)
40  Russia beyond the headlines (2007) North-South Corridor from Russia to India to compete with Suez Canal. Available at: http:/rbth.

com/business/2016/04/12/north-south-corridor-from-russia-to-india-to-compete-with-suez-canal_584017 (Accessed April 12, 2016)
41 ECO Chamber of Commerce and Industry (July 2017)Azerbaijan may become a hub for supply European products to the East

Available at: http://ecocci.org/about-us/history/itemlist/user/563-ecocci?start=80 (accessed July 2017)
42 Real Iran (June 2017) Iran to construct 6500 km in railroads by 2022 Available at: http:/realiran.org/iran-to-construct-6500-km-in-

railroads-by-2022/ (accessed June 2017)
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Astara-Astara project includes a bridge on Astarachay River stretching along the border,
which was built by Azerbaijan. Hossein Ashouri, a board member of Islamic Republic
of Iran Railways, said that the 2 km-long Iranian section will be completed soon and
Iran’s collabouration with Azerbaijan in constructing the rail link indicates the two sides’
strong determination to activate the international route. Soon after the border project is
complete, Tehran and Baku will start work on its extension to the city of Rasht in northern
Gilan Province. ¥ Azerbaijan has agreed to invest USD 500 million to build the railroad
that is one of the main links in INSTC. Another missing link is a route from Qazvin to
Rasht; the construction of this section is in the final stage. The route includes Iran’s biggest
rail bridge with a length of 1.43 km on Sefidroud River in the city of Manjil in Gilan
Province. * Despite a missing rail link from Rasht to Astara, the Islamic Republic will use
a multimodal transport system from its southern ports to Astara until the incomplete rail
connection is added to the pathway. Iranian side mentioned that they are almost ready to

activate the route and start the project with its full potential.

The INSTC will connect Iran with Russia’s Baltic ports and give Russia rail connectivity to
both the Persian Gulf and the Indian rail network. This means goods could be carried from
Mumbai to the Iranian port of Bandar Abbas and further to Baku. They could then pass across
the Russian border into Astrakhan before proceeding to Moscow and St. Petersburg, and
moving toward Europe. The corridor would substantially cut the travel time for everything
from Asian consumer goods to Central Eurasia’s natural resources to advanced European
exports. When completed, the INSTC is expected to increase the volume of commodities
currently traded between Iran and Azerbaijan from 600,000 tons to 5 million tons per year,

dramatically increasing bilateral trade from the current USD 500 million per year.

The Republic of Azerbaijan

The Azerbaijani transport sector has produced many large-scale projects in recent years.
Highway construction and railway modernization, the new Baku International Sea Port

complex, modern international airports and global transport corridors all aim to make

43 Financial Tribute (2017) Iran, Azerbaijan and Russia agree on 50% of tariff cuts Available at: https:/financialtribune.com/articles/

domestic-economy/61098/iran-russia-azerbaijan-agree-on-50-cut-in-transit-tariffs (accessed 2017)
44 Financial Tribute (2017) India — Iran — Russia transport project Available at: https:/financialtribune.com/articles/economy-business-

and-markets/62314/dry-run-for-india-iran-russia-transport-project (accessed 2017)
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Azerbaijan a regional transport hub and expand the country’s global reach. Azerbaijan’s
significance as a transit country between Europe and Asia increased further after the
launch of the Baku-Tbilisi-Kars railway line. One of the primary undertakings in
swinging Azerbaijan to the transit country between Europe and Asia is the International
North-South Transport Corridor. This will associate the railroads of Azerbaijan and
Iran, providing a more extensive transport association between India, Iran, Azerbaijan,
Russia, Turkmenistan and Kazakhstan. Concerning the development of the economic
and trade relations between Iran and Azerbaijan, the main sector is transportation.
Chairman of “Azerbaijan Railways” CJSC, Javid Gurbanov in his interview for the
“RailwayPro” magazine dated May 2016 mentioned: “The North-South Corridor is
irrepressible in freight transport in the region. This corridor has potential to be one of
the main routes heading from India to Europe. I would like to add that we have already
reconstructed the railway from Baku to Boyuk-Kasik (Georgian border). The main problem
for future development is that an 8 km route is under construction from Astara (Iran) to
Astara (Azerbaijan). The construction process of the mentioned segment started as of 20
April 2016. Of course, this segment is important for Azerbaijan, Russia and Iran, but
location below the sea level is making the construction process a little more difficult. We
believe that the construction work will be finished in the next 7-8 months and will be an
important factor for Azerbaijan to become the logistics centre in the region.” * Azerbaijan
is serious about the development of North-South Transit Corridor. Iran, Russia, and
Azerbaijan hold a meeting every month to discuss the development of the Corridor and

Baku has taken a key role in this project.

Conducted activities relating the promotion for the corridor project for the promotion are
of the high interest of the media and related stakeholders and are now moving forward
in full swing. Azerbaijan, Iran, Russia and India are the major participating states to this
project. Azerbaijan due to its geo-strategic centrality in Eurasia and national economic
competitiveness in the region is emerging its country’s transition from a traditional
economy to an innovative, technology-rich and knowledge-based economy at the

domestic front, and facilitating the establishment of passenger and goods connectivity with

45 Javid Gurbanov (2016) RailwayPro Magazine, Interview with Javid Gurbanov, Available at: http://www.railwaypro.com/wp/azerbaijan-
railways-is-planning-to-be-one-of-the-best-in-the-region (accessed 2016)
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other countries at the international front.* Azerbaijan maintains the best infrastructure
for passenger and freight transportation in the entire Caucasus region, which includes
concrete roads, newly constructed and renovated railways, technologically advanced

airports, extensive inland waterways, and so on.

President Ilham Aliyev’s visit to Iran on 23 February 2016 was a huge step forward
by signing an agreement between Azerbaijan Railways CJSC and the Islamic Republic
of Iran Railways to construct a railway bridge over the Astara River. During this visit
significant steps were taken in order to implement the North - South project.*” In this
way the Astara-Astara transit corridor is very important for Azerbaijan, and naturally
Baku is extremely interested in implemention. The North-South Corridor will be the
key to realizing the country’s transit potential, generating additional income and jobs,
and strengthening the Azerbaijani economy in the region. Azerbaijan will construct
its railway line - only about 8.3 km - to the Iranian border by the end of this year. At
the same time, a 10 meter wide and 82 meter long bridge will be built over the Astara
River. The expenses for the bridge will be covered by Azerbaijan and Iran equally. ** As
for the Qazvin-Rasht-Astara railway line, Azerbaijan has agreed to provide Iran with a
loan of USD 500 million to finance the construction of the Rasht-Astara section.* In
doing so, Baku hopes to accelerate the implementation of the North-South project and
boost the working procedure. Iran has declared that 92% of the infrastructure works
on the Qazvin-Rasht railway line are already complete. The line is expected to be fully
complete by the end of this year. “We would launch a combined transit system for now.
The first experimental cargo transiting from India to Russia through Iran and Azerbaijan
will be carried out in August. The cargo will be shipped from India to Bandar Abbas port
by the Persian Gulf, and then it will be transited via rail to the city of Qazvin, and then
carried by trucks to Azerbaijan’s city of Astara near the border with Iran. Finally the cargo

will be delivered to Russia though the Azerbaijan-Russia railroad,” said Ashouri.”® The

46 Hriday Ch. Sarma, Vusala Jafarova (2016) International north-south transportation corridor: Azerbaijan at crossroads. Available
at:http.//www.azjess.com/download/english/International%20North-South%20Transportation%20Corridor%20Azerbaijan%20at%20
Crossroads.pdf (accessed 2017)

47 AVIM (2017) President llham Aliyev’s visit to Iran and Astara Railway Commentary. Available at: http://avim.org.tr/en/Yorum/
PRESIDENT-ALIYEV-S-VISIT-TO-IRAN-AND-ASTARA-RAILWAY (accessed 2017)

48 Parviz Heydarov (2016) Visions of Azerbaijan, Why the INSTC is so important for Baku available at: http://www.visions.az/en/
news/795/0fba616/ (accessed 2016)

49  Railway Pro magazine (2016) Azerbaijan to provide 500 million USD for Rasht-Astara section Available at: http://www.railwaypro.
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transportation of goods through the corridor will be launched shortly after completing
of the inauguration of cargo terminals in Astara.”’ The agreement between Azerbaijan
Railways and Iran Railways is considering the construction of a 1.4-km long railway line
and four terminals with high transshipment capacities on the Iranian territory with the
support of Azerbaijan Railways. According to the agreement, Azerbaijan Railways CJSC
will rent the above-mentioned railway line for a period of 15 years, and the terminals -
for 25 years. Due to the elimination of sanctions on Iran in January 2016, an essential
increase is expected in the trade and cargo transit between Iran and EU countries, and
also the transit capacity will increase with the implementation of the project. Rasht-
Astara segment would need USD 1.1 billion worth of investment, which Iran is expecting
to receive from Azerbaijan. Furthermore, this project will serve to strengthen the two
countries’ ties, as well as the transit and economic potential in the railway sector. At the
time of writing, the construction of a railway station and of an unloading terminal on the
territory of 35 hectares in Iran’s Astara continues. The acceleration of the construction
work was observed after the laying of an 82.5 meter railway bridge across the Astara
River on the Azerbaijani-Iranian border on 20 April 2016. In the shortest time, a single-
track railway was built from Astara station (Azerbaijan) to the Iranian border and the

bridge itself, along which a test train was launched across the border.

This transport corridor will have substantial potential to increase trade and commercial
exchange in the region. It is also expected that this route will give greater leverage to the
development of trade and economic relations between India and Azerbaijan. India has
appreciated Azerbaijan’s efforts in developing INSTC, which is being developed collectively
by Azerbaijan, Iran, India, Russia and other countries.”® At present, Iran and Azerbaijan
are constructing Qazvin-Rasht-Astara railway route as part of INSTC. Once these links are
available, the economic and trade cooperation between India and Azerbaijan and other
markets in the vicinity will get a major development. The accomplishment of this project

will give Azerbaijan an advantage in the region of Caucasus marking it a leader in the region.

51  Azvision.az (2017) Tehran-Baku railway cooperation to bear first fruit soon Available at: http://en.azvision.az/news/69424/tehran-

baku-railway-cooperation-to-bear-first-fruit-soon.html (accessed 2017)
52 Dr Athar Zafar, “North South Corridor Brings Central Asia, Europe Closer to India”, Indian Council of World Affairs ,9th March, 2016.
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Conclusion

The International North-South Transport Corridor is meant to connect Northern Europe
with Southeast Asia. The North-South Transport Corridor is making strides towards
achieving a new framework. The project has the potential to incorporate other interested
states, including countries of the Caucasus, Central Asia, and Eastern Europe, and perhaps
also Oman. However, history shows the difficulty of developing regional transport projects.
The Caspian region is notorious for its lack of investment in essential port and railway
infrastructure. Strategic and political dangers, such as the potential for militarization of the
Caspian, could pose a significant threat.”> Another criteria that can significantly curb trade
barriers and streamline the flow of goods relates to the technical and regulatory trade barriers.
These include customs, changes of gauge, lack of IT and digitization, and the absence of a
single multimodal operator and therefore the single tariff rate. On the customs front, there
has been some movements by the INSTC countries who have approved a draft transit and
customs agreement. The green corridor arrangement between India and Russia which will
exempt from regular customs inspections goods from entrepreneurs and companies party

to the arrangement will also smooth the passage of cargo at borders.

By the help of North-South Transport Corridor Azerbaijan and Iran are bridging two
continents, Europe and Asia. In other words, the Astara-Astara section (a rail link between
Astara in Iran and Astara in Azerbaijan) will play a vital role in linking North and South
by land and developing relations between individual countries and continents. It will
strengthen trade, transport and economic relations among the countries of the Middle
East, Southeast Asia, Northern Europe and Russia. All this will be possible once the last
remaining line, the Qazvin-Rasht-Astara railroad, has been constructed and opened in
Iran. Then, the annual profit to Azerbaijan will increase by USD 300-400 million from
transit between Central Asian and European countries and the Persian Gulf and the Indian

Ocean. This equals Azerbaijan’s current income from all types of cargo transportations.

The “North-South” corridor will bring Russia, Azerbaijan and Iran even closer and foster
peace and security in this region. It will significantly reduce transport fees and passage
times for cargo from South Asia to North Europe and back. It will also cement the

geopolitical alliance and attract other regional countries. For Azerbaijan, it will be a major

53 BROOKINGS (2016) North South Transport Corridor. Available at: http://www.brookings.edu/research/articles/2002/07/03russia-
spector (Accessed July3, 2002)
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step towards becoming a trade hub for the region and increasing non-oil revenues. The
“North-South” Corridor will complement the “East-West” transport corridor and create a
favourable network for Central Asian nations as well. The North - South Corridor will be
the key to realizing the country’s transit potential, generating additional income and jobs,

and strengthening the Azerbaijani economy in the region.

To be noted, the project implementation as a process of establishing integration in
Eurasia in regional and global levels is slowly fulfilled. Only the major participants are
interested in the working and making Eurasia a single functioning market, the aim is
to attract other states, commercial entities, regional institutions, NGOs. to engage them
into active participation in driving the Eurasian integration rather than remaining the
passive audience witnessing the INSTC to gradually grow on its own.* Moreover, the
transit passage that it provides to most of the current schemes of inter-continental roads,
including the North-South Transportation Corridor, has been part of the historic Silk
Road. This is fully safe, secure and economically most viable among all existing and

prospective transit trade routes that transverse Eurasia.
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