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Since the restoration of independence, development of the energy sector has been
considered crucial for Azerbaijan. The development of the energy sector has sup-
ported the resolution of some of the country's key geopalitical and geo-economic
challenges. An integral part of Azerbaijan's energy strategy was the creation of a
system of transport corridors for energy exports. Creating the necessary infrastruc-
ture is an ongoing process. However, given the risk of being dependent on one sec-
tor, there is a need to diversify the national economy. The result is that a number
of sectors have been identified to support the further sustainable development of
Azerbaijan. Due to its favorable location, one of sectors identified for development
is transportation. Azerbaijan proposes the development of alternative sustainable
transport routes, which will enable unfettered access to major world markets. This
process entails the development of transport infrastructure in synthesis with the
formation of logistical infrastructure, cross-border transfer coordination, creation
of a common legal framework, and competitive tariffs for transportation with third
states. This article describes the establishment of transport routes in Azerbaijan, and
the country's role in the development of regional cooperation.
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Development of transport corridors in the energy sector

Since independence to the present day Azerbaijan’s main ex-
port has been, and remains, hydrocarbons. The share of
crude oil share its overall exports were to 77.61% in 2015, hav-
ing reached 84.32% in 2014.! During the early years of inde-
pendence, Azerbaijan focused on the creation of the necessary
infrastructure to export its oil and later natural gas. It created
the pipeline systems that would enable access to world markets.
An important aspect of the development of this infrastructure is
the avoidance of dependency on a single path, in order to reduce
political and economic risks. Transit countries may use this as le-
verage. In the event that the energy producer and the transit state
are in conflict, regardless of the level of disagreement, the transit
country can block the border or impose regulatory restrictions on
trans-border trade.? It was important for Azerbaijan to prevent
such developments.

The following pipelines have thus far been built:

terminal with Russian
port on the Black Sea.
The length is 1330 km.
Capacity 6 min ton.
Transportation fee- 15,67
dollars per ton.

Pipeline General Information Importance

Baku- Commissioned in 1997 in | Was commissioned

Novorossiysk order to transport ‘carly in order to

Oil Pipeline oil’ from Chirag field. prevent undesired
Connects Sangachal complications

in relations with
Russia, which
was interested
in controlling
transportation of
Azerbaijani oil.

Baku-Supsa Oil
Pipeline

Commissioned in 1999 in
order to transport ‘early
oil’ from Chirag field.
Connects Sangachal
terminal with Georgian
port on the Black Sea.
The length is 833 km.
Capacity 6 mln ton.
Transportation fee- 3,14
dollars per ton.

For the first time
in the post-Soviet
space one of the
countries gained
access to world
markets, bypassing
Russia.

1 Vesti, Azep6aiimxan Cansnn @usnueckuit Dxenopt Hedyru na 7% 6 2015 rony, 22.01.2016, Avail-

able at: http://www.vesti.az/news/279819 (Accessed: 02 February 2016).

2 Faye, L. M. et al. (2004) ‘The Challenges Facing Land-locked Developing Countries”, Journal of’

Human Development, 5(1), p. 45.
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Baku-Thbilisi-
Ceyhan Oil
Pipeline

Commissioned in 2006.
Main export route for
Azeri-Chirag-Guneshli oil
field. Connects Sangachal
terminal with Turkish port
on the Mediterranean Sea.
The length is 1768 km.
Capacity 50 mln ton.

The project takes
into account the
geopolitical realities
of the region.
Thus, this pipeline
passes through
the territories

of Georgia and
Turkey which are
both friendly to
Azerbaijan.

Baku-Thbilisi-
Erzurum Gas
Pipeline

Commissioned in 2006.
Connects Sangachal
terminal with Turkish
gas network in Erzurum.
The length is 692 km.
Capacity 8.8 bln cubic
meters.

Export route for
Azerbaijani natural
gas from the Shah
Deniz offshore field
to the Turkish and
Georgian markets.

The existing network of transportation infrastructure al- | 7,0 cyisting network
lows Azerbaijan to transport not only its own energy re- | f transportation
sources, but also oil from Central Asia, thus becoming | ;,,4.51ucture allows

a transit state. Thus via Baku-Thbilisi-Ceyhan pipeline, = -c,pqijan to transport
Kazakh and Turkmen oil is transported. In 2015 alone, | o/ o,/ its own energy
the total volume of Turkmen and Kazakh oil via BTC | ,.q,uces. hut also oil
was 5.2 million tons. In addition, a subsidiary of the State from Central Asia, thus
Oil Company of Azerbaijan (SOCAR) - SOCAR Trading | pecoming a transit state.
SA Company signed a new agreement on the purchase of

Turkmen oil. According to the agreement, up to 3 million tons

of Turkmen oil will be transported via the BTC over the next 5

years.? It is expected that Kazakh oil exports will also increase.

In addition to the development of gas fields in recent years, Azer-
baijan is also actively involved in the construction of transport
routes in neighboring countries to export its own gas to the Eu-
ropean markets, namely the Trans Anatolian Pipeline (TANAP)
and Trans Adriatic Pipeline (TAP).

3 Report.az, 3nauenne Tpybomnposona Baky-Tounucu-/xeiixan Pacrer, 29.01.2016, Available at:
http://report.az/ru/energetika/znachenie-truboprovoda-baku-tbilisi-dzhejhan-rastet/  (Accessed: 02

February 2016).


http://report.az/ru/energetika/znachenie-truboprovoda-baku-tbilisi-dzhejhan-rastet/
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Pipeline General Information | Importance

TANAP Expected to be Export route for Azerbaijani
completed in 2018. natural gas from the Shah
The main investor Deniz offshore field to the
is SOCAR, which Turkish (10 bln ton) and
holds a 58%-share in | Southern European markets
the project. Partners: | (6 bln ton).
Turkish BOTAS
-30% and BP - 12%.
The length is 1841
km, running across
the Turkish territory
from its border with
Georgia in the east,
to the border with
Greece to the west.

TAP Expected to be Export route for Azerbaijani
finished in 2018. natural gas from the Shah
SOCAR share Deniz offshore field to the
is 20%. As the Southern European markets
continuation of (6 bln ton). In perspective
TANAP, TAP will will transport to the Western
run from the Greek Balkans.
border, pass through
the territories of
Greece via Albania
to Italy, finally
connecting to the
Italian gas network.

Creation of transport corridors as a basis for the development of
the non-oil sector of the economy

In 2013, Azerbaijan launched the ‘Azerbaijan 2020: Look into
the Future’ concept,* which focuses on the creation of transport
infrastructure and transit of goods and passengers through its ter-
ritory as an alternative to the oil sector. It is expected that once
this corridor is at full capacity, the number of containers trans-
ported in 2020 could reach 300-400 thousand, which in turn will
enable Azerbaijan to earn hundreds of millions of manats in rev-
enue.’

In this regard, Azerbaijan pays close attention to the develop-

4 Official Site of Azerbaijan Prezident, Konuenuus Passutust ‘AsepGaiimxan — 2020: Bsrisan e
Bynyuiee’, Available at: http://www.president.az/files/future_ru.pdf (Accessed: 23 December 2015).

5 ®@umnn pomsiko, Asep6aiipkan Pacumpsier ‘Oxno’ ¢ Kuraii, 24.08.2015, Available at: http://
kavpolit.com/articles/azerbajdzhan_rasshirjaet_okno_v_kitaj-19320/ (Accessed: 25 December 2015).


http://www.president.az/files/future_ru.pdf

ment of transport infrastructure within the framework of
the ‘West-East’ transport corridor. This route was first an-
nounced in 1998 at an international conference in Baku
dedicated to the revival of the Great Silk Road within the
EU TRACECA project.®

This project includes the development of the railway
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In this regard, Azerbaijan
pays close attention to the
development of transport
infrastructure within the

framework of the ‘West-

East’ transport corridor.

transport system, connecting the Caspian Sea with the Black
Sea coast between the Georgian ports of Batumi, Poti, and Ku-
levi, and the Azerbaijani ports of Alyat, Sangachal and Dubendi.
These ports connect the Central Asian (via Kazakhstan and Turk-
menistan) and Black Sea regions.’

Full-scale renovation

Full-scale renovation of the national railway network is .
of the national railway

underway in Azerbaijan, including the modernization of

the central administration system, renovation of locomo-
tives and wagons, and work to increase average speed of
the trains. This is a key task for the transport sector. Oth-

network is underway in
Azerbaijan, including
the modernization of the

central administration
system, renovation of
locomotives and wagons,
and work to increase
average speed of the
trains.

erwise, this route cannot effectively compete with other
routes. Currently the average rail speed in Azerbaijan is
30 km/h, while the average speed of the trains in Georgia
between Thilisi and Poti consists 25-30 km/h.?

An average train speed of 30 km/h is not competitive.
Curiously enough, world famous French writer Jules
Verne, in his 1893 story ‘Claudius Bombarnac’, describes the
journey of the hero from Europe to China. The protagonist trav-
els by train from Tbilisi to Baku, a journey of thirteen hours.’
According to a train timetable from the end of 2015, travel time
from Thilisi to Baku at the end of 2015 was 16 hours and 40 min-
utes.!® While this now includes a border crossing (whereas 120
years ago Azerbaijan and Georgia were both part of the Russian
Empire), and until recently the train stood idle for several hours
at the border, this lack of progress is noteworthy.

However, it should be noted that there are ways to resolve this

6 Todur Ackepos, I'tonbHapa 3eiinanosa, Busut Mibxama Annesa B Kurait: bonbmas ITonntika
Ha Benmkom IlenkoBom ITytr, 10.12.15, Available at: http:/www.vzglyad.az/news.php?id=50648#.
Vq5EN7KLTDc (Accessed: 25 December 2016).

7 For more Information See: Rovshan Ibrahimov together with Shirin Akiner, Ariz Huseynov (2013)
‘Interregional Cooperation in Eurasia, Transport and Logistic Projects as an Accelerator of Integra-
tion within and between the Black Sea region, the South Caucasus and the Central Asia”, SAM
Review, Special Double Issue, Volume 9-10.

8 Ziyadov, T. (2012) Strategic Assessment of Euro-Asian Trade and Transportation, HASEN, Istan-
bul, December, pp. 27-28.

9 For More Information See: Jules Verne, Claudius Bombarnac.

10 Georgian Railways, O6umii I'paduk IToe3nos, 02 October 2015, Available at: http:/railway.
ge/?action=page&p_id=480&lang=rus (Accessed: 26 November 2015).


http://railway.ge/?action=page&p_id=480&lang=rus
http://railway.ge/?action=page&p_id=480&lang=rus
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problem and improve the quality of cargo services. From Febru-
ary 1, 2016 Azerbaijan’s two main rail border crossings intro-
duced a new means of checking the cargo in the wagons without
stopping the train.!! This reduces the valuable time spent at bor-
ders. However, along with reduction of bureaucracy at the bor-
ders, it is also important to further increase the speed trains. At
the moment, this railway can transport up to 8 trains per month,
almost 100 trains per year. For comparison, the capacity of the
Trans-Siberian Railway is about 150 trains a day, or 4500 trains
per month.'? In this regard, Azerbaijan may face difficulties in at-
tracting carriers to its transport networks, in addition to the ques-
tion of how to handle increasing volumes of traffic in line with
speed requirements.

An important step towards resolving the problem of speed was
taken on 21 November 2007, when the construction of the Ba-
ku-Thilisi-Kars railroad was started. This project includes the
construction of a segment of railroad across the border between
Georgia and Turkey, which will connect the European railway
with East Asia via the South Caucasus and Central Asia. At the
same time, the existing railway network along this route is being
updated. This is a high-value of project, because it will offer an
alternative to the Trans-Siberian Railway. In addition, after the
completion of the ‘Marmaray’ tunnel under the Bosporus strait
in Istanbul (begun October 29, 2013), it will be possible to travel
from Beijing to London by rail.

In the context of the construction of energy transport corridors,
Azerbaijan has been the main initiator of the Baku-Tbilisi-Kars
railroad. Baku is providing crucial financial support to its neigh-
bor, Georgia. Initially, for the implementation of this project
Azerbaijan provided a loan of $200 million to Georgia for 25
years, with a yearly interest rate of 1%. Azerbaijan also allocated
an additional $575 million at the rate of 5% per annum."® These
loans have not been provided with the purpose of generating in-
come, and the interest rates are symbolic.

According to expert estimates, it is expected that in the initial

11 Report, XKenesnogopoxnbie IToesna na I'panune AsepOaiimkana Bymyr Ilposepsatses bes nx
OcranoBky, 29.01.16, Available at: http://report.az/ru/infrastruktura/zheleznodorozhnye-poezda-na-
granice-azerbajdzhana-budut-proveryat-sya-bez-ih-ostanovki/ (Accessed: 23 February 2016).

12 Kupunn Coxkos, Tpanckacnuiickuit MapupyT: O6oiitu Poccuto byner Tpynno, 30.01.16,
Available at: http://m.ritmeurasia.org/news--2016-01-30--transkaspijskij-marshrut-obojti-rossiju-
budet-trudno-21646 (Accessed: 23 February 2016).

13 News Azerbaijan, AzepOaiipkan Bbiiensier I'py3ur HOBBI JBrOTHBIN KpeauT Ha 8575 MIH,
01.07.11, Available at: http://www.newsazerbaijan.az/economic/20110701/296142544.html (Ac-
cessed: 05 February 2016).


http://report.az/ru/infrastruktura/zheleznodorozhnye-poezda-na-granice-azerbajdzhana-budut-proveryat-sya-bez-ih-ostanovki/
http://report.az/ru/infrastruktura/zheleznodorozhnye-poezda-na-granice-azerbajdzhana-budut-proveryat-sya-bez-ih-ostanovki/
http://m.ritmeurasia.org/news--2016-01-30--transkaspijskij-marshrut-obojti-rossiju-budet-trudno-21646
http://m.ritmeurasia.org/news--2016-01-30--transkaspijskij-marshrut-obojti-rossiju-budet-trudno-21646
http://www.newsazerbaijan.az/economic/20110701/296142544.html
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stage this road will carry up to 6.5 million tons of cargo, | Resulting revenue from the
as well as up to one million passengers per year. Later, | transit corridor stands to
after the third year of operation, the volume of cargo will | provide a serious infision
be 3 million tons, and after the fifth year, at least 5 mil- | 7o the state budget of
lion tons. Following 10 years of operation, the volume | Azerbaijan, increasing
of freight traffic will exceed 10 million tons. The peak of | the proportion of income
the corridor’s transport capacity will be approximately | generated by the non-oil
17 million tons per year.'* Resulting revenue from the | sector.

transit corridor stands to provide a serious infusion to the

state budget of Azerbaijan, increasing the proportion of income

generated by the non-oil sector. Moreover, active transport will

also contribute to the development of the country’s regions. The

provinces that are crossed by this railroad may provide logistical

support, leading to additional revenues for the government and

private entrepreneurs.

The modernization of the locomotives and wagons is a key factor.
To this end, in 2014 the Swiss company ‘Stadler’ started to build
a rail carriage factory in the western Azerbaijani city of Ganja.
Once the factory has been completed, Azerbaijan will be able to
produce various types of locomotives and carriages for its own
needs. These products will also be exported to other countries
such as Turkey, Georgia, Kazakhstan, Uzbekistan, Turkmeni-
stan, and Iran." In addition, in the summer of 2014 ‘Azerbaijan
Railways’ and ‘Stadler’ signed a contract on the purchase of 30
new passenger rail cars. The first batch of 10 cars was put into
operation in 2016. An important feature of the new carriages is
that they are adapted to automatically move the pair of wheels
for movement on the European railway track.'® This is necessary
because the width of railway tracks in the post-Soviet region is
1520 mm, while the most common width in the rest of world —
including neighboring Iran and Turkey — is 1435 mm. The abil-
ity to transition quickly from one type of track to another will
increase speed, as well as enable the integration of the Azerbai-
jani railway with international rail networks. Since, as in railway
track width is 1435 mm.

The existing South Caucasian Azerbaijan-Georgia railway trans-
shipment corridor makes it possible to transport dry cargo as well
as oil and non-oil products in both directions. Ports on the Black

14 Dmunp Mcemaitnos, 3arpannna s AsepOaiimxannes Craner Eme bnwke, Available at: http://
news.day.az/economy/710785.html (Accessed: 05 February.2016).

15 Trend, Azerbaijani President Attends Foundation Laying Ceremony of Stadler Ganja Carriage
Factory, 19.10.2014, Available at: http://en.trend.az/azerbaijan/politics/2323477 html (Accessed: 06
February 2016).

16 Dmub Memaiinos, 3arpanuna s Asep6aiimkanues Craner Eme Binke, ibid.


http://news.day.az/economy/710785.html
http://news.day.az/economy/710785.html
http://en.trend.az/azerbaijan/politics/2323477.html
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and Caspian Seas are being modernized as well as the relevant
segments of the national railway networks of Azerbaijan and
Georgian. This transport corridor is successfully being used not
only by the South Caucasus states, but also by the Black Sea
and Central Asian regions. Moreover, the South Caucasus region
provides a serious alternative as a transit hub — not only between
the Black Sea and Central Asian regions, but beyond, connect
the EU with East Asia. This is very important because the trade
relations between these two regions are increasing year-on-year.
It should be noted that 90% of total cargo transportation between
these regions is currently conducted by ship via the Suez Ca-
nal.'” At the same time all continental transportation is conducted
through Russian territory, via highway or the Trans-Siberian rail-
road, which connects Moscow with Vladivostok. In this regard,
the importance of the new transit routes between the two biggest
economic regions in the world is critical.

The relevance of the trans-Caspian route

A new international port that is being built in Alat, lo-

A new international port | cated 65 km south of Baku, will play an important role

that is being built in | in linking the South Caucasus with Central Asian coun-

Alat, located 65 km south | tries. The new port will replace the old one in the center

of Baku, will play an | of Baku, which does not meet modern requirements. The

important role in linking | new port will provide services for general cargo as well
the South Caucasus with | as passenger terminals. It will be able to receive both oil
Central Asian countries. | and non-oil freight, will obtain cargo handling and Ro/

Ro facilities, and will include a rail ferry terminal connecting
the ports of Aktau and Atyrau (Kazakhstan) and Turkmenbashi
(Turkmenistan), as well as an International Logistics Centre.'®

The first stage of the new Baku International Sea Trade Port has
already been completed. In its first phase, of overall annual ca-
pacity of the port is expected to 10 million tons of cargo and
50,000 containers. In the second phase, capacity will rise to 17
million tons of cargo and 150 thousand containers, and reaching
25 million tons of cargo and 1 million containers by the end of
the third stage."

Cargo of non-oil freights between Kazakhstan and Turkmenistan

17 Ziyadov, T. (2012) Azerbaijan as a regional hub in Central Eurasia, ADA, Baku, p. 12.

18 Baku Port, About Alat Port, Available at: http:/www.bakuport.gov.az/index
php?lang=en&Itemid=496 (Accessed: 07 February 2016).

19 Trend, ITpesunent Nnbxam Anues Ipunsin Yaactue B Otkpsitun [Tapomuoro Tepmnnaina
Hogoro Bakunckoro MesxxyHapozaHoro ITopra, 22.09.2014, Available at: http://www.trend.az
azerbaijan/politics/2314386.html (Accessed: 10 February 2016).


http://www.bakuport.gov.az/index.php?lang=en&Itemid=496
http://www.bakuport.gov.az/index.php?lang=en&Itemid=496
http://www.trend.az/azerbaijan/politics/2314386.html
http://www.trend.az/azerbaijan/politics/2314386.html

and Azerbaijan is increasing. This has been made pos-
sible through improved coordination among the transport
agencies of Azerbaijan, Kazakhstan and Turkmenistan.
These partner states are now concentrating on the devel-
opment of a new tariff policy, to include discounts and
preferential rates in the transportation sector. Infrastruc-
ture development and logistical coordination make it
possible to further increase West-East maritime freight
transportation via the Caspian region. The annual capac-
ity of the Trans-Caspian route is 27.5 million tons. As a
result of infrastructure development in the east, 2015 has
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Cargo of non-oil freights
between Kazakhstan

and Turkmenistan and
Azerbaijan is increasing.
This has been made
possible through improved
coordination among the
transport agencies of
Azerbaijan, Kazakhstan
and Turkmenistan

seen an increase in traffic intensity on the Caspian Sea via Turk-

ish carriers:

Route Reason for activity Advantages for
expansion Azerbaijan
Baku-Aktau | Turkish haulers prefer to | The volume of traffic
transit though the Trans- | of trucks increased
Caspian corridor after by a factor of 10.
relations between Russia | Azerbaijani ships
and Turkey have spoiled. | are heavily involved
The Caspian Shipping in transportation.
Company has reduced Currently, 11 ferries
tariffs for maritime and 2 Ro-Ro vessels
transport on the Baku- are involved in
Aktau route by 20%. transportation between
The current price for one | Baku, Aktau, and
standard car with a trailer | Turkmenbashi. By
(length 16.5 meters truck) | 2020, the project
is $1,200, and $2100 for | participants expect
round trip is. to increase freight
transport to 300,000
TEU.
Baku- There is a growing
Turkmenbashi | interest among Turkish
carriers who traditionally
connect to Central Asian
countries via the road
through Iranian territory.
However, they regularly
face arbitrary challenges
at border crossings,
because Iran wants to
create more favorable
conditions for Iranian
carriers.
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The issue of waiting times for trucks at the Caspian Sea ports
presents a key challenge. As the volume of traffic has increased
dramatically, Azerbaijan and Kazakhstan have carried out mea-
sures to address the congestion of trucks in Aktau and Alat, halv-
ing the car load waiting period.?® There are also other steps being
taken to improve services for truck drivers.

It is not only Turkey that has demonstrated interest in the Trans-
Caspian. The following countries are also interested in using the
corridor for their foreign trade and transit.

Turkmenistan

Turkmenistan is interested in increasing transit via Turkmenbashi
port. In 2013, it began work to expand its infrastructure. The con-
struction of the new port will cost a total of two billion dollars.
In terms of significant developments, in January 2015, the port in
Alat welcomed its first ‘Ro-Pax’ ‘Berkarar’ ferry type from Turk-
menistan. Regular activity along the Baku-Turkmenbashi route
will increase the possibility of transportation via this route, and
will also reduce the transit time for trucks coming from Turkey to
Central Asia, an average of 50,000 vehicles per year. This route
was very actively used during the Soviet era: a regular train-car
ferry service between the port of Baku to the port of Turkmen-
bashi (Krasnovodsk at the time) was opened in1963.

Kazakhstan

Kazakhstan is interested in developing the transport infrastruc-
ture on its territory as part of the new economic policy ‘Hypis
xon’ (Lightened road). This policy includes the state program for
infrastructure development in the period of 2015-2019.*' In ad-
dition, China and Kazakhstan have entered the practical phase of
the realization both ‘Hypier sxon” and the ‘Silk Road Economic
Belt’ transport initiatives.” This will further increase freight traf-
fic. Kazakhstan is interested in transportation of Chinese goods,
as well as in finding alternatives to existing Russian routes in or-
der to export goods to world markets, for example grain.? In this

20 H.A66acoBa, Exemecsunnlit O6bem IlepeBoskn I'pysobix Asromoduieii Cynamu Kacnap 1o
Mapupyty Baky-Akray Yeennumics B 10 pas, 11.01.16, Available at: http://interfax.az/view/661950
(Accessed: 10 February 2016).

21 Daylynews, IIpaBurensctBo PK Onodpuio Ipoexr Obuienaunonansuoro Ilnana no Peannsanuu
‘Hypmnst sxon”, 14.11.14, Available at: http://www.dailynews.kz/economics/pravitelstvo_rk _odobrilo
proekt obschenatsionalnogo plana_po realizatsii_nurly zhol (Accessed: 10 February 2016).

22 Kazautozhol, DxcUmbanx’ KHP Ilpo¢unancupyer Ilpoektst ITporpammsr ‘Hypibsr o’
01.09.15, Available at: http://kazautozhol.kz/press-tsentr/novosti-obshchestva/item/eksimbank-knr-
profinansiruet-proekty-programmy-n-rly-zhol (Accessed: 22 October 2015).

23 Black Sea Grain, Kazakhstan finally decided to build a grain terminal in the Georgian Black Sea


http://interfax.az/view/661950
http://www.dailynews.kz/economics/pravitelstvo_rk_odobrilo_proekt_obschenatsionalnogo_plana_po_realizatsii_nurly_zhol
http://www.dailynews.kz/economics/pravitelstvo_rk_odobrilo_proekt_obschenatsionalnogo_plana_po_realizatsii_nurly_zhol
http://kazautozhol.kz/press-tsentr/novosti-obshchestva/item/eksimbank-knr-profinansiruet-proekty-programmy-n-rly-zhol
http://kazautozhol.kz/press-tsentr/novosti-obshchestva/item/eksimbank-knr-profinansiruet-proekty-programmy-n-rly-zhol
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regard, an alternative route runs west through the Caspian Sea
and then on though the Caucasus. A few years ago, a joint grain
terminal was built in Baku. Another grain terminal is located in
Aktau, from where the grain is taken to Baku for its further trans-
portation.?*

Azerbaijan

Azerbaijan has already declared its readiness to create the neces-
sary conditions for the smooth export of Kazakh goods to West-
ern markets including oil, oil products, grain, and other goods.?
Additionally, in 2014, the construction of a production and logis-
tics center for the Azerbaijani company ‘Azersun’ was initiated
at Aktau port. This center has already been completed and will
promote the development of bilateral trade in the non-oil sector.

Uzbekistan

This state wants to use the Baku-Tbilisi-Kars railway to export
goods to European markets, mainly cotton and other agricultural
products. Since Uzbekistan has no access to the Caspian Sea,
it intends to implement the Navoi (Uzbekistan)-Turkmenbashi
railway route, which can be connected with the South Caucasus
railway network via the Caspian Sea. The BTK railway can also
be beneficial in the reverse direction, to transport of goods from
Europe to the Central Asian states and Afghanistan.?

Ukraine

This state is seeking new ways to enter the markets of Central
Asia, following Russia’s introduction of new rules for the tran-
sit of Ukrainian goods. Ukraine’s main exports to Kazakhstan
are agricultural and food products. On January 15, 2016, an ex-
perimental container train departed from the Ukrainian Port of
Ilyichevsk, loaded mainly with food and beverage products, trav-
elled along the Ukraine-Georgia-Azerbaijan-Kazakhstan-China
route (via the Caspian and the Black Sea). If this route proves

port, 14.05.2010, Available at: http://www.blackseagrain.net/agonews/kazakhstan-finally-decided-to-
build-a-grain-terminal-in-the-georgian-black-sea-port (Accessed: 22 October 2015).

24 Tengiznews, Kazakhstan Starts Construction of Grain Terminals at Iranian-Turkmen border,
06.08.2014, Available at: http://en.tengrinews.kz/industry_infrastructure/Kazakhstan-starts-construc-
tion-of-grain-terminals-at-Iranian-255209/ (Accessed: 22 October 2015).

25 Inews, Asep6Gaiimkan 'oroB CrocobcTBoBaTh BecnpensrcrBennomy Beixomy Kazaxcranckux
Tosapos Ha 3anausie Peiaku, 20.06.2013, http://www. Inews.az/economy/20130620101916256.html
(Accessed: 22 October 2015).

26 DuBep Mawmenos, (2012), ‘TIpoexarbcest ¢ Berepkom-Asep6aitiukan O6peraer Craryc Y3inoBoro
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cost-effective, and a high-level of coordination between the tran-
sit countries can be achieved, it will be able to increase the vol-
ume of transported goods and, consequently, income. It is worth
noting that in 2015 exports of goods from Ukraine to Kazakhstan
amounted to $544.1 million and general turnover as $1.6 billion-
despite the fact that exports fell by 35% compared to 2014.%’

Azerbaijan transport infrastructure as part of international
transit routes

Transport infrastructure in Azerbaijan is also contributing to
regional projects in Eurasia, such as the EU TRACECA initia-
tive, the Chinese ‘One Belt, One Road’, and the Russian-Iranian
‘North-South’ initiative. All these regional projects are under-
pinned by the necessary infrastructure and logistical support.

Within the framework of the TRACECA project, the ‘Silk Wind’
route was developed in late 2012.2® On August 3 2015, the port
Alat received the ferry with the container train ‘Nomad express’.

The container train made the journey of over 3,500 km

On August 3 2015, the port | from the Chinese city Shihrezi then from Kazakhstani
Alat received the ferry with | Dostyk city to the port Aktau, and onward to Alat. The
the container train ‘Nomad  train’s final destination was Keshla station, located near
express’. The container | Baku. It took only five days for the 82 shipping contain-
train made the journey of | ers, loaded with caustic soda, to reach their destination.?’
over 3,500 km from the | Typically, container shipments from China to Europe
Chinese city Shihrezi then | take from 25 to 40 days.*

from Kazakhstani Dostyk

city to the port Aktau, and | Thus there is a significant scope to increase freight traf-

onward to Alat. | fic along this route. In order to attract cargo flows into

Azerbaijan, it is important to reduce the transit time across its
territory. One of the important tasks in this regard is the synchro-
nization of the different modes of transport. To this end, in late
October 2015, Azerbaijan formed a coordinating council, which
will draft a common policy on transit cargo. The Council will
facilitate the accelerated implementation of a uniform and trans-
parent tariff policy for the transit of goods via rail, sea, ports

27 Enena IlaBnosa,Ykpauna Ener na Bocrok, 16.01.16, Available at: http://www.gazeta.ru/busi-
ness/2016/01/15/8023517.shtml (Accessed: 22 January 2016).

28 Enena [1naronosa, Kuraii et 8 O6xox Poccun, 29.12.2015, Available at: http://www.gazeta.ru/
business/2015/12/27/7995287.shtml (Accessed: 26 January 2016).

29 Inform, Baky Ilpunsn Ilepssrii IToe3n mo Tpanckacnuiickomy TpancnmoprHomMy MapuipyTty u3
Axray, 03.08.15, Available at: http://www.inform.kz/rus/article/2803283 (Accessed: 26 January 2016).
30 Gasimli, V. (2015) ‘The New Baku International Seaport: A Nexus for the New Silk Road”,
Eurasia Daily Monitor, 12(178), 02.10.2015, Available at: http://www.jamestown.org/single/?tx
ttnews%5Btt_news%5D=44442&tx_ttnews%5BbackPid%5D=7&cHash=2ba96fa4dd2{20e18¢98cb
681e3c64e6#.VjjSa7thDDc (Accessed: 27 January 2016).
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and marine terminals in Azerbaijan. This initiative will simplify
border procedures and ensure coordination between the state
institutions within Azerbaijan.’' This council has an important
role. Without a stable relationship between the various modes of
transport and streamlined border-crossing procedures, Azerbai-
jan routes will be less competitive. It is also important to coordi-
nate actions with the neighboring transit countries.

Azerbaijan is also interested in developing cooperation within
the Chinese initiative ‘One Belt, One Road’. For this project,
China has invested a significant amount of capital in

transport infrastructure, both within China and in neigh- = Azerbaijan is also

boring regions, especially Central Asia. The foreign trade | interested in developing
turnover between the EU and China is constantly grow- | cooperation within the
ing, reaching about $600 billion in 2014. Goods traded | Chinese initiative ‘One

between Europe and China is carried mainly by maritime | Belf, One Road.

routes, through the Suez Canal. The length of this maritime route
is about 24,000 kilometers, with a delivery time of 40-50 days.**

China is now looking for new ways to reduce transit times.
Given China’s interest in the development of alternative trans-
port routes, in December 2015, Azerbaijan President Ilham Ali-
yev paid an official visit to Beijing. During the visit, the parties
agreed to implement measures to promote a joint ‘economic belt
of the Silk Road.’ In addition, agreements were signed on

cooperation in the transport sector and in the spheres of
railway transport and civil air transport.* These discus-
sions and agreements have ensured the coordination of
bilateral activities.

Another international transport corridor in which Azer-
baijan can play a significant role is the ‘North - South’
initiative. The new route runs between the countries of
North West Europe, the Caspian Sea, the Persian Gulf,
Central, South and Southeast Asia. There is also scope
for the further development of Euro-Asian transport, for
a shorter and more economical route.

Another international
transport corridor in
which Azerbaijan can
play a significant role

is the ‘North - South’
initiative. The new route
runs between the countries
of North West Europe, the
Caspian Sea, the Persian
Gulf, Central, South and
Southeast Asia.
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Azerbaijan is one of the links in this route, as agreed between
Russia, Iran and India in 2000.3* The parties decided to create a
new route for the transportation of goods between Europe and the
Far East. This route has seen a number of pilot shipments, mostly
by rail. These tests made it clear that this line is quicker than
traditional routes. The new transport route offers a competitive
alternative to the sea route via the Suez Canal, slashing costs and
shipment times. It is expected that the prices for the transport of
containers can be 30% cheaper.

Baku is now actively involved in the implementation of this
route. Azerbaijan is a part of the western branch of the corridor,
which is a rail link from Russia via the territory of Azerbaijan
with further access to the Iranian railway network via the border
crossing at Astara (Azerbaijan) - Astara (Iran).* This is a new
intermodal route, which enables the delivery of container cargo
through Russia to Iran. The estimated capacity of the railway is
up to 10 million tons in the first phase, and will be increased to
15 million tons per year in the future.*

Since the Soviet times, Russia and Azerbaijan have been con-
nected by rail. With regard to rail connections between Azerbai-
jan and Iran, all that is needed is a 8.4 km connecting track in
Azerbaijan to reach the border.’” As for Iran, large-scale work is
needed, namely the construction of the Qazvin-Rasht-Astara rail-
way, which is 375 km long. A 7 km bridge linking Astara (Azer-
baijan) - Astara (Iran) over the Araz River also needs to be built.

On May 3, 2015 Russia, Iran and Azerbaijan signed an agree-
ment on the construction of the Qazvin-Rasht-Astara railway.
Iran has completed the railway line between the cities of Qazvin
and Rasht, 205 km in length. A groundbreaking ceremony for the
construction of the bridge has also taken place.

In parallel with preparations for the construction of the railroad,
the heads of the customs services of Azerbaijan, Russia, Iran and
India have discussed the coordination of customs regulations in
order to ensure efficient operation. Further meetings on this issue
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are expected in the future.

As demonstrated, Azerbaijan is keenly aware of the development
trends in Eurasia, and is ready to take an active role in imple-
menting regional geo-economic projects. Azerbaijan has created
regional energy transport routes, building the necessary infra-
structure for these networks. As an active player in this field,
Baku has consolidated and strengthened its role as the initiator of
the new transport corridors in the non-oil sector.
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