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Project Proposal: A demonstration block train along the North-South Corridor


Note by the secretariat
	Summary

	
The Group of Experts on the Euro-Asian Transport Links, during its third session held on 12-13 November 2009 in Istanbul, discussed the idea of organizing a demonstration train run along one or several EATL routes. At that meeting, the Expert Group agreed to work on the development of a demonstration block train along the North-South route linking the Baltic Sea with Bandar Abbas. In this context, the Expert Group requested the secretariat to prepare a detailed proposal with a view of submitting it to the Government of Russia for funding considerations. If successful, the earmarked “demonstration train” funding would be used to set up a working group which, in turn, would be responsible for the design and implementation of the North-South demonstration train run. This Informal Document No.1 contains the project proposal which will be communicated to the Government of Russia to be considered for possible funding.
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United Nations Economic Commission for Europe

Transport Division

Project Proposal:

“A demonstration block train along the North-South Corridor”
Creating a direct rail link between North-West Europe and Iran via Russia and Azerbaijan will create a 4,500 km land bridge from the Baltic countries and Saint Petersburg to the port of Bandar Abbas in the Persian Gulf and link North-West and Central Europe with the Middle East and South Asia.


As a result of this project, the Baltic ports will become the European gateway to South Asia. And we, in turn, are helping to create a competitive environment for the wider use of Russian ports, especially in the Baltic and Black Seas, to promote the transport of exports from Central Asia.

Mr. Vladimir Yakunin, President of Russian Railways, at the Second International Business Forum, Strategic Partnership 1520 in the Baltic Region, 9 February 2010, www. rzd.ru.
Создание прямого железнодорожного сообщения между Северо-Западным регионом Европы и Ираном через Россию и Азербайджан позволит создать сухопутный мост протяженностью около 4,5 тыс. км от Балтийских стран и Санкт-Петербурга до порта Бендер-Аббас в Персидском заливе и соединить Северо-Западную и Центральную Европу со странами Ближнего и Среднего Востока и Южной Азии.

"Фактически балтийские порты благодаря этому проекту становятся европейскими воротами Южной Азии. А мы, в свою очередь, способствуем созданию конкурентоспособных условий для более широкого использования российских портов, прежде всего на Балтике и Черном море, при перевозке внешнеторговых грузов из стран Центральной Азии", - подчеркнул президент ОАО "РЖД", добавив, что по экспертной оценке, товарный рынок МТК "Север – Юг" оценивается в 25-26 млн тонн к 2015 году. 

Выступление Владимира Якунина, президента ОАО "Российские железные дороги", 9 февраля на открытии II Международного бизнес-форума "Стратегическое Партнерство 1520: Балтийский регион".

I.

Background

1.
Globalization has led to significant increases in trade and transport between Asia and Europe. While most of the traffic takes place along – increasingly congested - maritime routes, well-developed inland transport connections may result in providing attractive and competitive options to businesses. Once established, these efficient and integrated inland routes could contribute to economic development and integration of the Euro-Asian region. In particular, greater and beneficial participation in the globalization process of Central Asia’s landlocked countries could be expected.

2.
To address the challenges of inadequate inland transport infrastructure and costly, time-consuming border crossing procedures in the EATL region, the United Nations worked closely with Euro-Asian governments in 2003-2007 as part of a UN Development Account Capacity-building Project (http://www.unece.org/trans/main/eatl.html?expandable=99).  

3.
Following the Project’s successful conclusion, in 2008, the United Nations Economic Commission for Europe (UNECE) Inland Transport Committee established a Group of Experts on Euro-Asian Transport Links (EATL EG) to continue to assist EATL countries to develop efficient, safe and secure Euro-Asian land and land-cum-sea transport links in the framework of EATL Phase II Project. (http://www.unece.org/trans/main/wp5/wp5_ge2_03.html). 
4.
The EATL EG work is financed by the government of Russia through voluntary contribution ($60 thousand annually for the period 2008 – 2010) to fulfill part of the EATL Phase II as defined in the EATL EG work plan (http://www.unece.org/trans/doc/2009/wp5/ECE-TRANS-WP5-GE2-02-inf06e.pdf).

5.
The EATL work, among others, is:

(a)
focussing on the strengthening national capacities to facilitate international transport and transit, including at border crossings;
(b)
sharing the experience and best practices along the Euro-Asian transport routes;
(c)
supporting and creating initiatives to promote EATL routes and identify border crossing obstacles with the aid of demonstration runs of block trains.
6.
In November 2009, the UNECE secretariat was requested by the EATL Expert Group to seek additional funding from the Government of Russia. The funding would be earmarked solely for organizing a demonstration block train run along the North-South Corridor. In order to design and implement the “demonstration block train run” project, an additional $75 thousand is required (above and beyond the $60 thousand extra-budgetary contribution provided by the Russian government for the EATL EG). 
II.
Objective
7.
The project aims to demonstrate that the development of regular “block train” services along the North-South Corridor, in particular along the identified EATL rail routes, is technically feasible and commercially viable. A block train operates as a closed “highway” - it aims to minimize the time necessary for rail cargo to reach the final destination. 
8.
The North-South Corridor has the potential of becoming an important trade lane for the regional and global market. The development of regular block train services on this axis would reduce transport costs thus encouraging international trade and supporting economic growth. 

III.
Project description
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9.
The North–South Corridor connects the Indian Ocean / Arabian Sea and the Persian Gulf to the Caspian region / Central Asia via Iran, and then onwards to Moscow/St. Petersburg and Northern Europe via the Russian Federation and the Baltic States. 

10.
The North–South Corridor is not a single route. It is an intermodal transport network where several routes and connections already exist and/or can be developed. The main routes in the North-South Corridor are defined as follows: 

Route 1: The Caucasus Route (west of the Caspian Sea)

Route 2: The Central Asia Route (East of the Caspian Sea)

Route 3: The Caspian Sea Route (through the Caspian Sea) 

11.
The existing route (i.e. the Caspian route) involves several trans-loading operations, particularly when the sea meets rail or road; Caspian Sea (two ports), Bandar Abbas (one port) and Mumbai or Karachi (one port). The route east of the Caspian Sea (the Central Asia route) involves several countries and is (considered as a transit route) logistically more complicated that the Caspian Sea route and the planned route west of the Caspian Sea. A direct link from Iran to Russia through Azerbaijan is contingent on the completion of a missing link between Iran and Azerbaijan. This link, as an all-railway connection, is considered to be the most interesting option to study and to develop. 

12.
Proposed route: Latvia (Riga) – Russian Federation (Saint Petersburg) – Azerbaijan (Baku) – Iran (Bandar Abbas)
	Country
	Main Route
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	Latvia
	Riga
	

	Russian Federation
	Saint Petersburg 
	

	
	Moscow
	

	Azerbaijan
	Baku
	

	Iran
	Tehran
	

	
	Bandar Abbas
	

	Satellite Routes
	

	Russian Federation 
	Murmansk – Saint Petersburg
	

	Turkey - Iran
	Istanbul – Tehran
	

	Kazakhstan – Turkmenistan – 
Iran
	Beyneu – Ashgabat - Tehran
	

	Iran – Pakistan - India
	Bandar Abbas – Karachi – 
Mumbai 
	


13.
The proposed route is fully aligned with the EATL Route 5 and 4. 
	EATL Route 5
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	EATL Route 4
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IV.
Support by international organizations
14.
The UNECE, United Nations Economic and Social Commission for Asia and the Pacific (UNESCAP), Economic Co-operation Organization (ECO), International Union of Railways (UIC), Organization for Security and Economic Co-operation (OSCE) and Organization for Co-operation of Railways (OSJD) have frequently expressed interest in assisting in the development of the North-South Corridor by encouraging regular, efficient and competitive rail services along that route.

(a)
The International Union of Railways has completed and published a feasibility study concerning the development of the North-South Corridor. (See “International Corridor Development, The North-South Corridor, The New Caucasus Route, Feasibility Study”, UIC, 3 October 2008).  

(b)
In mid-1990s, 13 main Euro-Asian railway corridors were identified by the Organization for Co-operation of Railways. The OSJD has approved a working program for the period 2005 – 2010 where development plans for “Corridor 11” are articulated. Corridor 11 shares many similarities with the North South Corridor.

(c)
The First, Second and Third International Euro-Asian Conference on Transport in St. Petersburg, in 1998, 2000 and 2003 supported the identification of EATL transport corridors.

(d)
A common UNECE and UNESCAP strategic vision for the development of Euro-Asian links adopted in 2001 by the Working Party on Transport Trends and Economics supported the development of EATL transport routes (http://www.ECE.org/trans/main/wp5/wp5doc_2001.html). 

(e)
Transport Ministers and high level officials from countries across the Euro-Asian region met in Geneva on 19 February 2008 and endorsed further development of Euro-Asian Transport Links. 

(f)
The UNECE-UNESCAP joint EATL study includes the North-South Corridor with the three above-noted branches as parts of EATL rail routes.

(g)
The UNESCAP has established an “Expert Group on Operationalization of International Intermodal Transport Corridors in North-East and Central Asia” to improve the efficiency and performance of transport through the corridors linking North-East and Central Asia. The proposed demonstration run along the North-South corridor is expected to be complementary to the work undertaken by the UNESCAP (see http://www.unescap.org/ttdw/common/TIS/CorridorStudy/Corridor.asp).

(h)
The UNESCAP has received a $1.2 million contribution from the Government of Russia. Some of the funds will be used to organize demonstration train runs as parts of the above-noted “Operationalization Expert Group” (see http://www.unescap.org/unis/press/2009/dec/g106.asp).

(j)
The Economic Co-operation Organization has organized a demonstration block train from Islamabad-Tehran-Istanbul. Currently, the ECO is studying the Urumchi-Almaty-Istanbul route. In general, the ECO has expressed a keen interest in promoting and supporting transport initiatives that would facilitate further economic integration of Central Asia.

(k)
The secretariat of the Organization for Security and Economic Co-operation has expressed its readiness to provide support for this project. Moreover, there appears to be a possibility to extend the scope of this project (eg., by analyzing satellite routes) with extra budgetary funds. 

(l)
The government of Kazakhstan – OSCE Chair for 2010 – has selected “Promoting good governance at border crossings, improving the security of land transportation and facilitating international transport by road and rail in the OSCE region” as its Economic and Environmental Dimension theme.

V.

Proposed work plan

15.
At the next EATL Expert Group meeting – likely to take place in Uzbekistan in April 2010 – the proposal for a demonstration train run along the North-South route will be presented for consideration and endorsement. 
16.
It will be proposed to: 

· develop and approve the terms of reference for the “North-South Demonstration Train Run Steering Committee” to manage the demonstration run

· create a “Steering Committee” for the project consisting of representatives from the governments/rail companies Latvia, Russian Federation, Azerbaijan, Iran, as well as a UNECE Transport Division representative

· a draft work plan of the “Steering Committee” as presented below



First Steering Committee (Saint Petersburg, Russia)
· Develop and agree on the content of a Memorandum of Understanding to be signed by participating countries in order to proceed with the demonstration train

· Distribute a questionnaire concerning commodity structure of trade among participating countries

· Discuss time schedules, tariffs, customs issues and railways operational issues

· Discuss strategic implications of the North-South corridor and its future extensions



Second Steering Committee (Tehran, Iran)
· Agree on the time schedule, tariffs, customs and other operational issues for the demonstration run of the train

· Discuss future operations (corridor mechanism, wagons and personnel scheduling, marketing and sales, administration)

· Set the specific days of the demonstration run of the train (departure days and time)

· Decide the consulting team to evaluate demonstration train’s actual operations and the required facilities to be provided by the rail companies

· Cargo to be committed by rail companies to be loaded on the train in order to evaluate its operations

· Discuss inauguration ceremonies



Third Steering Committee (Riga, Latvia, immediately preceding the departure of the train) 

· Final discussion concerning the operations of the demonstration train

· Discussions with the consulting team concerning the demonstration run, the forecasted stopovers and inaugurations, the integrated time schedule

· Discussions concerning consulting team’s tasks and expected results

· Inauguration of the train and departure

· Run of the demonstration train



Fourth Steering Committee (Saint Petersburg, Russia): 

· Discuss and adopt the final report

· Review time schedule, tariffs, customs issues and stopovers analysis

· Discuss investment needs

· Consider a future corridor management mechanism

· Discuss future operations issues such as marketing and sales, accounting, administration, wagons and personnel scheduling

VI.
A budget proposal
	
	Tasks


	Budget

	1
	1st Steering Committee meeting (Saint Petersburg, Russia)

Two representatives from the Russian Federation + one from Latvia + one from Iran + 
one from Azerbaijan + one UNECE + one consultant (7 in total) x 3 days DSA + airfare 
“DSA” – UN daily subsistence allowance
	$8,250

	2
	2nd Steering Committee meeting (Tehran, Iran)

Seven representatives x 3 days DSA + airfare 
	$10,000

	3
	3rd Steering Committee meeting (Riga, Latvia)

Seven representatives x 3 days DSA + airfare 
	$8,750

	4
	4th Steering Committee meeting (Saint Petersburg, Russia)

Seven representatives x 3 days DSA + airfare 
	$8,250

	5
	Sub-total Steering Committee meetings
	$35,250

	
	
	

	6
	Consultant: meetings preparation
	$4,000

	7
	Consultant: final report preparation
	$6,000

	8
	Consultant: demonstration train run (12-15 days)
	$20,000

	
	
	

	9
	Total before UN administration fees
	$65,250

	
	
	

	10
	UN administration fee (13 per cent)
	$9,750

	
	
	

	
	
	

	
	TOTAL 
	$75,000


For more information, contact:

Ms. Eva Molnar

Director, 

United Nations Economic Commission for Europe

Transport Division

Tel. + 41 22 917 24 00

Fax. + 41 22 917 00 39
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