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During a meeting with Russian president Vladimir Putin,
Azerbaijani president Ilham Aliyev noted the possibility of
transporting cargo between 15 and 30 million tons per year
through the western route of the International North-South
Transport Corridor (INSTC). He also stated that this year
Azerbaijan has already allocated funds of about 120 million
dollars for the modernization of this railway section in order
to reach the required throughput capacity.[1] According to
Russian and Azerbaijani government-affiliated experts, the
transport corridor was one of the main discussed topics of
Putin-Aliyev’'s negotiations in Baku. Moreover, currently
Moscow’s interests in the peace negotiations between Baku and
Yerevan also focus on that transport corridor. Russian experts
are increasingly discussing an alternative route for the
western branch of the INSTC. These discussions focus on Astara
(Iran) or Julfa (Azerbaijan), in other words the
Sunik/Zangazur corridor.

After the invasion of Ukraine in 2020, the INSTC is as
important for the Russian economy as the Road of Life was for
besieged Leningrad during WWII. Currently, among other
problems, Moscow faces a lack of financial resources for the
development of the transport project. In this respect,
investments by participant countries such as Azerbaijan help
Moscow to achieve access to markets of the Gulf countries,
India and Africa through routes outside western control.
Additionally, a transportation corridor through the former
Soviet republics may help strengthen Russia’s presence 1in
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Central Asia and the South Caucasus where Moscow faces
adversaries. This paper explores Moscow’s interests,
expectations, challenges and benefits in the International
North-South Transport Corridor.

What is the International North-South Transport Corridor?

The agreement creating the International North-South Transport
Corridor (INSTC) was signed on 12 September 2000 by India,
Iran and Russia. Later several countries joined the project
(Kazakhstan, Belarus, the Sultanate of Oman, Tajikistan,
Azerbaijan, Kyrgyzstan, Turkiye and Ukraine).[2] Armenia,
Syria and Bulgaria have been observers since 2006.
Turkmenistan has not yet joined despite one of the INSTC’s
Eastern route lines passing through its territory.[3]

The INSTC is a multimodal network of sea, rail and road
routes. It connects the north-western part of Europe to the
countries of Central Asia, the Persian Gulf and the Indian
Ocean.[4] The 7.200-km-long (from St. Petersburg to India)
project was designed to promote economic cooperation among the
participant countries and link the Indian Ocean and the
Persian Gulf to the Caspian Sea, Russia and Europe via Iran.

According to the Federation of Freight Forwarders’
Associations, the route would be 30% cheaper and 40% shorter
than the current traditional Suez Canal route which takes
45-60 days, whereas the INSTC takes 25-30 days.[5] According
to other estimations, the 9.389 km-long New Delhi-Helsinki
rail route initially proposed under the INSTC will take 21
days, compared to 45 days with the conventional 16.129 km-long
sea route.[6] However, recently it was estimated that INSTC
railway routes can take more than 40 days to transport from
India to Russia, and 35 days from Russia to India.[7]

The main product categories capable of containerization in all
trading pairs of the transport corridor are food products
(excluding grain and bulk oil), metals (ferrous and non-
ferrous), metal products, wood, wood products, and paper,



machinery and equipment, mineral fertilizers, textiles,
textile products, and footwear. Grain is the main non-
containerized cargo transported.[8]

Starting at the Russian-Finnish border and the port of St.
Petersburg to the port of Bandar Abbas of Iran, the three main
routes of the INSTC — Western, Trans-Caspian” and Eastern —
are different in length, mode of transport, and level of
development of main and ancillary infrastructure.

e The Western route, which runs along the western coast of the
Caspian Sea through Russia and Azerbaijan, 1is approximately
5.100 km. It has the best connections to railway and road
networks of the South Caucasus

e The Trans-Caspian route, which uses ferry and feeder
container lines across the Caspian Sea, 1is approximately 4.900
km

e The Eastern route runs along the eastern coast of the
Caspian Sea through Kazakhstan and Turkmenistan and 1is
approximately 6.100 km[9]
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Figure 1: The North-South Trade Corridor (A map created by
Nurlan Aliyev and Dr. Oleh Skrynyk).

Although the INSTC is dubbed “a multimodal project” because it
is a network of interconnected motor roads, railways, ports,
and aviation hubs, the railways are the main transportation
means. The share of the Western and Eastern routes in total
potential container freight traffic is about 60% and 24%,
respectively.[10]

Why Russia’s interest in the INSTC is increasing

Economically speaking, the INSTC's advantage for Russia
compared to other transport routes, and above all sea
shipments through the Suez Canal, is that it may reduce
transit times. The INSTC also offers the economic benefit of
using a Trans-Caspian multimodal route. It’'s especially
important for trade between Russia and Iran, and the
continental route of the INSTC.



The INSTC is of critical importance for the economies of some
Russian regions, such as Volgograd, Astrakhan and Dagestan.
Kazakhstan, Azerbaijan and Turkmenistan are key foreign trade
partners for those regions.

Many experts believe that the INSTC and a sea container line
from China to St. Petersburg will help optimize logistics by
unburdening the Far East. The traditional Vladivostok-
Yekaterinburg-St. Petersburg route has several problems. These
include an acute shortage of carrying capacity of the Eastern
railway polygon; an excess of import over export; the
necessity of transporting empty flatcars; and the idleness of
ships at anchorage due to an overload of port infrastructure.
At the same time, the number of empty containers in warehouses
of transport and logistics centers is growing. A way to avoid
those problems could be the involvement of the INSTC through
the Iranian port of Bandar Abbas. The movement of cargo along
this route from China to St. Petersburg takes 49-59 days
(compared to 40-45 days on the traditional route), however, it
will free up the scarce carrying capacity of the Eastern
railway polygon for export cargo, optimize the logistics of
empty and loaded containers, and promote the development of
the INSTC, reducing operating losses due to the growth in
traffic volumes.[11]

Russia aims to develop the INSTC routes and the total
development investment in the INSTC from 2022-2030 will be
about 280 billion rubles.[12] The development of transit
routes in the directions of the Caspian region, South and
Southeast Asia, and the Persian Gulf countries is a priority
for Russia. Moscow consistently tries to increase trade with
these countries and aims to double the cargo turnover in the
INSTC to at least 30 million tons by 2025, and by 2030 — up to
35 million tons, 155% more than in 2021.[13]

Besides the economic benefits, the INSTC has strategic
importance for Moscow. Even before the start of the war in
Ukraine, Russia considered the INSTC a geopolitical project.



The INSTC provides Russia with control of access over the main
transport routes in Eurasia and an alternative to the Western-
controlled routes between Russia and the Global South. It’s a
strategic issue for Russia considering their increasing
grievances toward and the deterioration of relations with the
West since the end of the 2000s. The Russian political elite
also believes the INSTC is required by the great power
competition.[14] The importance of such a route significantly
increased after the 2022 invasion. As Russia’s political and
economic relations with the West deteriorate, its trade with
India and Iran increases and relations with the countries of
Central Asia and the South Caucasus have vital strategic
significance. Exports of high-tech services and technologies
from India and other Asian countries is a key priority for
Russia after 24 February 2022.

Russian Railways 1is actively involved in railway and
connectivity projects in Central Asia. In 2022, Russia,
Kazakhstan, Turkmenistan and Iran established lower uniform
container kilometer rates for the use of the eastern route’s
infrastructure. Turkmenistan also agreed that Russian Railways
will modernize the logistics route of the eastern route’s
lines in the country.[15] In April 2023, Kazakhstan,
Turkmenistan and Russia agreed to create a single logistics
operator for the development of transportation in the INSTC’s
eastern route.[16]

In the western route, Russia and Azerbaijan signed an
agreement on the coordinated development of checkpoints across
state borders and transport routes which is important for the
facilitation of trade and transportation.[1l7] Russia promotes
such agreements among all project participants.

After the second Karabakh War, transport routes maintained
their importance in relations between Baku and Yerevan with
the active involvement of Moscow. Moscow is considering re-
opening routes between Armenia and Azerbaijan to have railway
access to Armenia and Turkey. Russia also seeks to control



with Russian border guards the railway connection between
Azerbaijan and its enclave Nakhichevan, which can connect to
Tlirkiye.[18] The latter is one of the issues under discussion
in talks towards a final peace agreement between Armenia and
Azerbaijan, and Moscow has been trying to coordinate those
negotiations between Baku and Yerevan.

Julfa or Astara?

In recent months Russian logistic companies and experts stress
that the construction of the Rasht-Astara railway line is not
the only and perhaps not the optimal way to launch rail
traffic along the western route of the North-South
International Transport Corridor. An alternative could be the
revival of transit through the Julfa station in Nakhichevan,
through which freight traffic from the USSR to Iran went under
the Soviet Union. In the late 1980s, the Julfa station on the
border of Iran and the Nakhichevan ASSR handled up to 350
freight cars per day. The annual freight turnover at that time
was about 3,5 million tons per year.

According to Alexander Sharov, head of the RusIranExpo Group
of Companies, the cargo capacity of Julfa is 5 million tons
per year. For comparison, according to the calculations of the
ANO Directorate of International Transport Corridors, 22,6
million tons of various cargo were transported along all three
branches of the INSTC in 2023. Alexander Sharov, whose company
imports raw chemicals and basic polymers for many Russian
companies, believes that this figure is overstated. Currently,
60% of cargo along the western branch of the INSTC goes
through Astara, 30% through the Armenian city of Meghri (this
is the route by which cargo from Russia gets to Armenia
through Iran), and 10% through another checkpoint on the
Iranian-Azerbaijani border, in Bilesuvar (Bileh Savar).[19]

Although the agreement between Russia and Iran on the
construction of the Rasht-Astara section over the course of
five years was signed in May 2023, when it will start is still



unclear. At the moment, the Russian Ministry of Transport says
that the Iranian side is ready to provide less than 20% of the
future route (about 30 out of 162 km) for geodetic and design
and survey work. Unlike Astara and Bilesuvar, Julfa is already
connected to other Iranian cities by railway with a single-
track electrified line to the Tabriz junction station. Then a
direct road opens to Tehran and further to one of the main
points of the corridor: the port of Bandar Abbas on the coast
of the Persian Gulf, from where cargo 1is sent to Mumbai

(India).[20]

The thawing relations between Moscow and Tbilisi in recent
months, allows Russia to attempt a restoration of rail links
with Armenia through Abkhazia. If Moscow succeeds, Russia will
have a railway connection with Armenia and further

Iran.[21]
Strategic importance

Besides the INSTC’s role in trade relations, the network has
strategic importance for Moscow as a way to avoid Western eyes
and control. Reportedly, Russia and Iran mainly use the
Caspian Sea for transportation of military equipment. In 2022,
data intelligence revealed a September spike in the number of
gaps in vessel tracking data in the Caspian. That's shortly
after the United States and Ukrainian governments reported
that Moscow had acquired drones from Tehran. Suspected weapons
transfers from Tehran to Moscow are taking place using this
route, and that by turning off AIS vessel tracking, vessels
are able to hide parts of their journeys, destinations or
ship-to-ship transfers.[22]

Despite the media hype and statements from politicians of
Russia and its strategic partners (Azerbaijan, Kazakhstan and
Turkmenistan) in the Caspian Basin, Moscow still does not seem
to trust the strategic route of trade and military equipment
with Iran to other participants in the North-South Transport
Corridor. A key role in this is given to the Makhachkala



commercial port 1in Dagestan. According to the Head of
Dagestan, the railway tracks adjacent to the port have a
reserve capacity of up to 10 million tons of cargo per year.
Makhachkala is connected by shipping routes to the Iranian
ports of Astara, Enezeli, Noushehr and Amirabad. The further
development of these connections is considered a priority area
for the port’s activities. There are also plans to resume
ferry services. This will allow the port to further develop
the shipment of container cargo. The port already has two
specialized berths with a total capacity of 1,6 million tons
per year to receive railway and car ferries.[23] A strategic
investor will be involved in modernizing the port, according
to the decree signed by Putin on 19 March. The Russian Federal
government established JSC North-South, to which 100% of the
shares of JSC Makhachkala Sea Commercial Port were
transferred.[24]

Prospects for the future

Besides increasing its own projects for the development of the
INSTC, Russia is also attempting to increase the involvements
of other participants.

In order to increase the transport volume of the corridor,
Moscow supports trade agreements between the Eurasian Economic
Union (EAEU) and other INSTC participant countries. The EAEU-
Iran preferential trade agreement (PTA), signed in May 2018,
enables the formation of a free trade area (FTA) between the
EAEU and Iran.[25] The PTA offers lower tariffs on 862
commodity types, of which 502 are Iranian exports to the
EAEU.[26] Between October 2019 and October 2020 trade volume
increased by 84%.[27] The turnover between the EAEU and Iran
amounted to 5.037,5 million US dollars in 2021, increasing by
73,5% compared to 2020 (2.904,3 million dollars).[28] Recently
the EAEU and Iran signed a Free Trade Agreement (FTA).[29]
EAEU also decided to speed up the proposed free trade
agreement with India, which would give Indian companies market
access to five post-Soviet countries.[30]



A new rail 1line 1linking Rasht-Astara (Iran)-Astara
(Azerbaijan), the last unfinished link for establishing direct
rail service along the Western route, will play an essential
role in developing the INSTC. According to the
intergovernmental agreement signed by Moscow and Tehran in May
2023, Russia will allocate an interstate loan in the amount of
1,3 billion euros for the construction of this railway.[31]

Sergey Shishkarev, head of the largest Russian container
transportation company, the Delo Group of Companies, messaged
Moscow that investors from Qatar, the UAE, Oman and Saudi
Arabia were interested in investing in broad gauge through
Dagestan to Astara — Rasht and double-track broad gauge
through the Astara-Bandar Abbas (Iran) routes of the North-
South Trade Corridor. He urged Russia to invest before China
or India.[32] According to him, his company is already working
on the construction of a container hub in Sri Lanka as well.
It plans the construction of a new port terminal for the
transportation and shipment of containers in Sri Lanka, and
the company hopes to attract investments from DP World and AD
Ports (the UAE). is the company also plans to supply container
ships with a capacity of up to 20 thousand TEU on the Bandar
Abbas-Sri Lanka route. It also plans to build a railway,
“Orthodox Cross”—to cross Africa horizontally through Ethiopia
to the west coast, “to make part of the trans-African road
from Egypt to South Africa, or to build chords from Egypt
through the Central African Republic.” According to
Shishkarev, the goal is “to ensure the transport sovereignty
of Russia and its geopolitical influences in international
markets.”[33]

The INSTC is already used for the Russian-Indian joint
project, Reliance Sibur Elastomers Private Limited, a butyl
and halogenated butyl rubber production facility at Jamnagar.
Its main raw material-isoprene—-is to be delivered from
Togliatti.[34] In July 2022, the first shipment through the
INSTC arrived at Mumbai’s Jawaharlal Nehru Port from Russia’s
Astrakhan Port.[35] After the start of the Ukrainian invasion,



trade between India and Russia increased, mainly because of
the supply of the cheap Russian crude oil. In 2022, trade
turnover between the two countries grew 2,6 times, exceeding
$35 billion.[36] In May, India and Iran signed a 10-year
contract to develop and operate the Iranian port of Chabahar.
The development of this port is a strategic issue that may
influence geoeconomics of Eurasia. The idea is to increase
competition and cooperation between regional and great powers
and grow the economies of small countries of the region.[37]
The contract may give a boost to regional connectivity and
India’'s linkages with Afghanistan, Central Asia and Eurasia.
In particular, Delhi hopes that the port of Chabahar, as a
link with Afghanistan, Central Asia and greater Eurasia, will
be able to compete with the Pakistani port of Gwadar
controlled by Beijing and the Chinese Belt and Road
Initiative. Moreover, India has proposed including Chabahar in
the eastern route of the International North-South Transport
Corridor, establishing a route from India to Russia through
Iran, the South Caucasus and Central Asia.

There are possibilities to achieve connectivity between the
INSTC and other international routes in Eurasia. Especially in
the Caspian ports, the INSTC’s Eastern route along the Caspian
coast forms a single network with the China—Kazakhstan—Iran
transport corridor and the INSTC. On the western route,
Azerbaijan’s transport hub was initially seen as an
intersection of the north-south and east-west corridors.[38]
Russian experts believe that “synergies” (their word) arising
from interlinking the INSTC and the Eurasian east—west
latitudinal transport corridors might be equivalent to
127.000-246.000 TEU (2,3-4,4 million tons), or about 40% of
the total potential container freight traffic.[39]

Recently railway connection between China and Iran has been
relaunched. Trains are running along the eastern route of the
International North-South Transport Corridor through
Kazakhstan and Turkmenistan. The first train carrying minerals
from Iran to China departed on 21 July 2024. The country’s



largest dry port of Aprin, located near Tehran, became the
starting point. This terminal is located at the junction of
Iran’s latitudinal and meridional railway corridors, making it
a key logistics hub.[40]

However, those are rather positive scenarios, and other
challenges for linking the INSTC and the BRI exist. The main
challenge may be geopolitical competition between India and
China. Russian experts stress that as the Eurasian transport
backbone reaches out to China, India and the European Union,
it can become a driver for implementing the idea of a Greater
Eurasia and an efficient trans-Eurasian connectivity.

Transportation by rail along three routes of the INSTC for the
first quarter of 2023 increased two to three times compared to
the same period in 2022. During this period, 2,2 million tons
were transported along the western route (a several-fold
increase), the Transcaspian route 74,7 thousand tons (a three-
fold increase) and along the eastern route 234,8 thousand tons
(double).[41]

Challenges

Despite the prospects the INSTC has, without infrastructure
modernization, it cannot develop.

In March 2023, the terms of transportation from India, Iran
and other countries of Southwest Asia along the Trans-Caspian
route increased year-on-year to 60 days, and the price doubled
to $7.000 for a 20-foot container (TEU). Capacity cannot cope
with the growing volume of traffic, so delivery time on the
Trans-Caspian route increased from 45 to 60 days. Delivery
time from India to Russia is 55 days. Shipping from remote
countries in Africa and South America takes 65 days. Against
the backdrop of hype, tariffs doubled from $3.450 to
$6.000-7.000 for a 40-foot container.[42]

Russian ports in the Caspian cannot cope with the growing
cargo flow due to lack of berths, terminals, cranes and other



infrastructure in Astrakhan, the small number of ships on
Iran-Russia voyages, and congestion in the shoaled Volga-Don
Canal. Due to lack of winter capacity, ships stand idle in the
Astrakhan roadstead anywhere from 5 to 30 days. Vessels can
stay idle for up to two weeks due to a lack of port
facilities. The capacity is also limited by sand and silt
pollution of the Volga-Don Canal.[43] Several problems in the
Russian railways are reflected even in official documents. For
instance, the average annual investment in transport in the
Russian Federation for 2014-2019 amounted to 2,3% of GDP,
which is 1,4 times lower than the global average.[44]

The eastern route has challenges in increasing transportation
such as restrictions on train passage because lines pass
through mountain dips; passenger trains use the same railways
and have priority which affects delivery time; weight
restrictions and train car limits, and it passes the borders
of more countries between Russia and India than other routes,
which means more customs procedures.[45]

The only relatively developed route of the INSTC is the
western one. There the transportation transit time from India
to Russia 1is 40 days. The cost of delivery on the western
route has decreased by half over the past year to $6,500 per

TEU.[46]

In addition to the INSTC'’s lack of carrying capacity—both sea
and rail-when transiting through Iran, Iran’s northern ports
have around 20% of modern infrastructure, southern ones around
60%, and the electrification of Iranian railways 1is quite

low. [47]

Moreover, the INSTC project does not have a permanent
coordination institution for participant countries.
Differences in national policies of participant countries
around transportation requirements and customs tariffs are
also challenges for the development of the INSTC.

Conclusion



Since 2000, despite hope for trade and economic growth,
subsequent economic and security issues in Eurasia have
affected the INSTC’s development. Moreover, political
statements and assurances of the participant countries, less
was done to improve the INSTC. On the other hand, the invasion
of Ukraine and Western sanctions have been a driver for
Moscow’s increasing attempts to find alternative routes to
global markets, such as India, South Asia, the Gulf States and
East Africa. The volume of deliveries from India, Iran,
Azerbaijan and Central Asia to Russia have increased since
2022. A steady growth in traffic in 2023 has been observed on
all INSTC routes. However, without infrastructure
modernization, the INSTC cannot develop towards the ends
participant countries want to see.

The prospectives of the INSTC are related to the BRI. In the
near future, whether these two mega transport projects will
connect or compete may determine the development of the INSTC.
The geopolitical competition between the West and Russia,
India and China, and the United States and China may hugely
impact the future of the INSTC.

Despite Russia, Iran, Azerbaijan and the Central Asian
countries’ calls for connectivity between the two projects,
concerns in New Delhi and Beijing regarding the other’s
transport projects are strong. Moreover, the geopolitical
interests of Russia, Iran, India and Turkey in the Caucasus
and Central Asia do not always coincide.

The United States and the EU can influence this competition
mainly in the form of sanctions and investments. However, it
is also possible that the West may provide waivers from the
sanctions for India or the Central Asian countries in order to
balance China’s strengthening economic relations in Eurasia.
Such a scenario did, in fact, already happen in 2019 when the
Trump administration exempted the Chabahar port from secondary
US sanctions on Iran as a gesture toward India to allow them
to increase their economic relations with Central Asia.



However, given current relations among the West, Russia and
Iran, such exemptions seem doubtful.

A more detailed, full version of the article is forthcoming at
Asian Perspective, in the Spring 2025 issue.
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