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Executive Summary 
In this research, we analyzed the potential of the Troika (Iran, Turkey, and Azerbaijan) in the 

joint plan for activating the cargo transit. The Troika Corridor is located in the intersection of 

two West Asian corridors, which are International North-South transport corridor and Euro-

Asian transport route. The Troika Corridor proposes land transportation instead of maritime 

transportation for these trade routes. It connects the countries of Indian Ocean to Russia via 

Indian Ocean-Iran- Azerbaijan- Russia or Georgia and to East-Europe via Ocean-Iran- Turkey- 

East Europe. Although these three countries have an independent plan for promoting transit as 

a strategic growth source, there is a lack of complete cooperation to activating these route. 

 

Firstly, we analyzed the potentials of these routes for transit cargo. We assumed that target 

customers of the corridor are nine countries in the northern part of corridor well as nine other 

in the southern part of the corridor. Then trade of these countries was analyzed in detail. The 

Troika Corridor proposes land transportation instead of maritime transportation for these 

trade routes. Although land routes reduce transportation time, transportation costs would be 

increased. It is evident that transporting all types of product through the corridor is not 

economically feasible. By assessing and categorizing the cargo type using a harmonized system 

(HS), we will filter the higher value cargos, which most likely would be transported via the 

Troika Corridor. By profoundly analyzing the amount of weight, value and the value to weight 

ratio of each cargo category, the market size of the Troika Corridor will be recognized. In 2016, 

the 19 countries in the northern and southern parts of the corridor had 1,188 billion USD of 

trade, which is 7.3% of global trade of that year. In 2001-2016, the total trade grew 8.9 percent 

annually. The bilateral trade between these countries that may use the Troika Corridor for 

transit is more than 47 billion USD and about 78 million tons in 2016. There is more than 5 

million tons of "potential cargo" that is expected to be absorbed into the corridor. It provided a 

basis to analyze infrastructure capacity gap and the estimation of benefits and costs. It is 

presumed as the potential market size of the Troika for attracting transit in these corridors. 

The analysis shows that there is a 331 million USD potential (base year: 2016, utilization 

factor: 100%) benefit that would be gained by Azerbaijan, Iran, and Turkey if the Troika 

Corridor shapes into a well-developed position. This revenue may be double or triple in a 10-

year period, depending on the trade growth rate among target countries. Then, we calculated 

benefits to costs (B/C), net present value (NPV) and internal rate of return (IRR) for each 

country and the total project across three scenarios. It is clear that the project is acceptable at 
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the macro level and it is feasible for Iran and Turkey at any potential scenarios. However, there 

is a minor challenge in Azerbaijan's part of the corridor in the pessimistic scenario that 

considers the lowest trade growth in the region. It should be noted that this study only 

concentrates on potential cargo benefits, while there are other types of benefits like carbon 

and accident reduction, passenger revenue, employment and so on. Another policy that should 

be pursued is setting up a "development fund" by corridor member countries to speed up 

investment in Azerbaijan. 

 

Due to the high competition in the market, we proposed relevant policies and activities to 

activate the corridor. Due to the value proposition of the corridor, which is the time, it is 

recommended to position the corridor as a competitive, fast and reliable trade route, especially 

for time-sensitive cargos for the trade among Indian Ocean countries in one side, and Russia 

and East-Europe on another side. Consequently, the Troika needs to attract cargo trade for 

value-added cargos to provide a stable cargo transit and providing value-added services for 

this type of products alongside the movement of the cargo alongside the corridor. It is 

recommended to establishing a Troika among Iran, Azerbaijan and Turkey to activate the 

potentials of the region in cargo transit via implementing cooperative plans. Finally, a general 

7-segment framework is used to categorize the required tasks for activating the project. 
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Introduction 
Geographically, Iran, Turkey, and Azerbaijan are in the middle of some strategic cargo transit 

routes.  The north-south corridor, as well as the route for connection of Asia to south-east 

European countries, made this region a geopolitical place.  This region connects India, Iran, 

Azerbaijan, and Russia via various transportation modes of the maritime, rail, and road. They 

provide a link between the Caspian Sea and the Persian Gulf to export the oil produced in the 

Caspian Sea to Asian markets. Iran and Turkey may provide cargo transit services to south-

east European countries such as Bulgaria, Greece or Romania; especially via the route of the 

Turkish branch of TRACECA. It can be concluded that Iran, Turkey, and Azerbaijan are the key 

locations in the way that connects the Indian Ocean to Russia and Europe via Indian Ocean → 

Iran→ Azerbaijan → Russia or Georgia and Indian Ocean → Iran→ Turkey → Eastern Europe.   

 

The number of intersections of various corridors, as well as the number of affected countries in 

this region, justifies the need for a Troika to activate these corridors. Turkey aims to become a 

logistical hub between Europe and the Balkans and the Middle East to integrate its transport 

network with Trans-European networks. Iran recently defined ten corridors and trying to find 

international funds or foreign investor to finalize them. Zagros corridor is one of the priorities 

of the country, which connects the Persian Gulf to its border with Turkey in one side and 

Azerbaijan in another side. Azerbaijan's long-term goal is to become a regional hub by 

effectively managing logistics and trade markets with strong linkages with other countries. 

They are developing the Red Bridge off of a highway and the East-West Corridor, the province 

of Astara that has access to the Iranian trade and Russian marketplace, as well as the province 

of Khachmaz that has the potential for direct trade with Russia owing to its seat on the North-

South Corridor.  

 

Although the countries have made independent endeavors, cooperation in such projects will 

reinforce the chance of success. The scope of this research is to evaluate the opportunities and 

potentials of these three countries as a united Troika for activating these potentials.  

 

The Troika Corridor proposes land and rail transportation routes. Although these routes 

reduce the transportation time, transportation costs through them will be increased. It means 

that low-value products that are sensitive to transportation costs may not select these routes. 

Land routes propose faster routes as well as the higher price that are not affordable for 
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transporting commodities that are vulnerable to increase in prices. The road transportation is 

most attractive for transporting products that have a relatively high-value. Thus, it is crucial to 

study trade composition regarding product class and value per ton and identify possible 

weight and mixture of products that can be transported using Troika Corridor. 

 

For analyzing the potentials of the Troika in transit of higher-value products, target countries 

of the corridor, which their bilateral trade may pass through these routes are first identified. 

Nine countries in the northern part of corridor are selected including Greece, Bulgaria, 

Romania, Ukraine, Russia, Azerbaijan, Armenia, Georgia and Turkey as well as 9 other in the 

southern part of corridor including Saudi Arabia, United Arab Emirates, Kuwait, Qatar, Oman, 

Pakistan, India, Bangladesh, and Sri Lanka. Then, current trades of the target countries are 

analyzed to determine the countries with a significant amount of bilateral trade. 

 

For identifying the players that can influence the potential transiting cargo through the Troika 

Corridor, the particular trade of the countries ranked in northern and southern countries by 

their trade values. We analyzed 18 significant pairs out of 162 pair countries, which they had 

about 80%, the share of total trade value in 2016. This analysis can give us an overall 

estimation of trade between the northern and the southern countries with adequate precision. 

Then, we adjusted the calculation based on the whole trade value. In this study, we tried to 

investigate the trade of countries partially. In fact, for each item traded between the countries, 

we collected the source/destination region and country, dollar value, quantity, and its unit. 

After cleaning the gathered data, more than 6500 rows of data remained for analysis. Note that 

this study used real trade data in more details to reach conclusive statements about potential 

cargo flow of Troika. This kind of workload is no precedent in the literature on trade analysis. 

Using reliable and cleaned data, we can make sure that our forecasts and conclusions are so 

close and accurately matched to the existing conditions. It makes the results more relevant.  

 

By assessing and categorizing the cargo type using a harmonized system (HS), the amount of 

weight, value and then the value to weight ratio of each cargo category, the market size of the 

Troika Corridor is recognized. In order to study the value-weight composition of a potential 

trade of Troika Corridor, we used data published annually in TRADE MAP (TradeMap) in the 

form of the Harmonized System (HS). The value-weight analysis shows that how much is the 
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value of each ton of a special category of the product. Then, the high-value cargo will be 

identified that may pass through the Troika Corridor. 

 

Potential Cargo flow considers as a function of trade quantity by product groups and their 

correspondent absorption ratio. Therefore, commodities have a low chance to absorb to a 

multimodal road corridor, while value-added products are more likely to be transported 

within a road corridor.   

 

𝑃𝑜𝑡𝑒𝑛𝑡𝑖𝑎𝑙 𝐶𝑎𝑟𝑔𝑜 𝐹𝑙𝑜𝑤 = (𝐶𝑜𝑚𝑚𝑜𝑑𝑖𝑡𝑖𝑒𝑠 𝑄𝑢𝑎𝑛𝑡𝑖𝑡𝑦 ∗ 𝐶𝑜𝑚𝑚𝑜𝑑𝑖𝑡𝑖𝑒𝑠 𝐴𝑏𝑜𝑟𝑝𝑡𝑖𝑜𝑛 𝑅𝑎𝑡𝑒) +

(𝑉𝑎𝑙𝑢𝑒 𝐴𝑑𝑑𝑒𝑑 𝐺𝑜𝑜𝑑𝑠 𝑄𝑢𝑎𝑛𝑡𝑖𝑡𝑖𝑦 ∗ 𝑉𝐴𝐺 𝐴𝑏𝑠𝑜𝑟𝑝𝑡𝑖𝑜𝑛 𝑅𝑎𝑡𝑒)  

 

Since the Troika will benefit from the transit of cargos throughout its region, the expected 

revenues form transit affairs are calculated. The benefits are calculated both for each country 

and for the whole Troika. In order to estimate the required investment and operational costs 

to activate the Troika Corridor, the infrastructure gap between the status and status required 

for absorbing cargo to the Troika Corridor is must be estimated. So, all of the bottlenecks in 

Troika member countries are surveyed, and total required investment costs are estimated. 

Also, the operational costs of the Troika Corridor are estimated.  

 

After estimating the “potential cargo flow,” the “benefits per ton” of the cargo transit should be 

estimated. This variable determines the benefit of each ton of cargo transit passing through 

this region. We could reach to two sets of information that determines that amount of the 

revenue of the Troika from cargo transit. One from Azerbaijan that determines the relation of 

the amount of transit to the gross domestic product of the country. The second was for Iran, 

which collected the real data of the revenue from cargo transit by field visits and dry runs. We 

used the data of Iran and generalized it via the PPP methodology. To calculate the benefit of 

cargo transit, we referred to a study that carried out by the Ministry of Roads and Urban 

Development of Iran. We set this country as the "base country" to calculate benefits per ton. 

Benefits estimated for the base country regarding the dollar does not represent the real value 

of those benefits in Azerbaijan and Turkey at all. Thus, it is necessary to use an adjustment 

factor. We have used PPP conversion factor as the adjustment factor. The macroeconomic 

analysis relies on several different metrics to compare economic productivity and standards of 

living between countries and across time (e.g., Big Mac Index). Calculations show that in 2016, 
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a USD in Iran has a purchase power of 1.16 USD in Azerbaijan and 0.61 USD in Turkey. Note 

that analyzing bilateral trade weight shows that Azerbaijan would benefit from 21.6% of 

potential cargo flow to/from Russian Federation, Armenia, Georgia, and its own country. Also, 

Turkey would have a 78.4% share of total potential trade weight. It has been assumed that the 

corridor will reach its maximum capacity in a 5-year period, as the building of the 

infrastructures, optimizing the processes and reaching the new levels of harmony and 

participation between corridor’s stakeholders is a time-consuming process. 

 

Finally, using the benefits and costs, the economic indices like benefits to costs ratio (B/C), the 

net present value (NPV), and internal rate of return (IRR) of the Troika Corridor are calculated 

for each country and the whole corridor. 

 

We first identify the transport routes among northern and southern target, secondly calculate 

the cost and time of transporting goods along these routes, and finally analyze the results. 

 

Until now, it was conducted to review the revenue from cargo absorption into the Troika 

Corridor. Therefore, it was assumed that after augmentation of the physical and software 

infrastructure of the corridor, gradually over several years, each year 20% of value-added 

cargos and 5% of the commodities exchanged between the target countries will pass through 

the Troika Corridor. 

 

One of the crucial questions, which should be answered, is whether the reform of the 

infrastructure and the improvement of the mentioned corridor can provide the necessary 

incentives for corridor customers or not? It should be warned that the total amount of corridor 

revenues can be as much as “willingness to pay” for corridor customers, which will be 

determined by the cost and benefits of customers in using the corridor. 

 

In the first step, combinations of time and cost potential routes should be calculated to 

estimate the costs and benefits of customers. The other question is whether reducing the time 

of delivery with an increase in the cost of shipping, makes the choice of a new route 

economically to customers justifiable or not? For this purpose, it will be first examined how 

much the "monetary value of time" is due to the decrease in the amount of time each day on 

different routes, and in different ways, the value of time-saving will be estimated concerning 
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the volume of available trading. Also, the increase in shipping costs in the corresponding 

routes and the total increase in shipping costs will be estimated. Finally, by deducting the 

increase in transportation costs from the value of reducing transit days, the net value of the 

transit value added for corridors by road will be estimated: 

 

𝑇ℎ𝑒 𝑛𝑒𝑡 𝑣𝑎𝑙𝑢𝑒 𝑜𝑓 𝑇𝑟𝑜𝑖𝑘𝑎 𝑐𝑜𝑟𝑟𝑖𝑑𝑜𝑟 𝑓𝑜𝑟 𝑐𝑢𝑠𝑡𝑜𝑚𝑒𝑟𝑠 = 𝑉𝑎𝑙𝑢𝑒 𝑜𝑓 𝑡𝑟𝑎𝑛𝑠𝑖𝑡 𝑡𝑖𝑚𝑒 𝑟𝑒𝑑𝑢𝑐𝑡𝑖𝑜𝑛 −

𝐸𝑥𝑡𝑟𝑎 𝑡𝑟𝑎𝑛𝑠𝑝𝑜𝑟𝑡𝑎𝑡𝑖𝑜𝑛 𝑐𝑜𝑠𝑡 𝑖𝑛 𝑇𝑟𝑜𝑖𝑘𝑎 𝑐𝑜𝑟𝑟𝑖𝑑𝑜𝑟 𝑟𝑜𝑢𝑡𝑒   

 

How does time affect trade? What costs does it impose? Also, how can we measure those costs 

in dollars? Here, we use a method for expressing time/costs in ad-valorem, or “tariff 

equivalent” terms. To calculate the tariff equivalents: 

1. Estimate the value of one day saved in transport for each product ("the per-day value 

of time savings" by-product), drawing on trade and shipping data that reveal how 

much consumers value timely delivery of each good. 

2. Calculate the per-day value of time savings for each country, based on the goods it 

trades or might one-day trade. 

3. Calculate tariff equivalents for import and export waiting times by combining each 

country’s per-day value of time savings with the Doing Business data. 

 

In our study, the Troika Corridor is presented as a solution that can decrease the time of 

transiting goods and presents sustainable transport to the target countries of the corridor. 

This corridor reduces the transit time of the goods in comparison to the traditional route from 

7 to 17 days. The procedure for estimating the tariff-equivalent of the Troika Corridor is as 

follows: 

 Initially, for each region, the routes to the geographical areas in the north of the 

corridor are identified. 

 Then, for each route, the data related to the reduction of transit time will be extracted. 

Besides, corresponding import and export data will be added. 

 For each geographic region, by type of exchange (import/export), the corresponding 

figures will be obtained in the equivalent tariff table in geographical areas per day. 

 For each route, the equivalent of the total tariff is the product of the number of days 

reducing the transit time in the tariff equivalent of that route 
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 Value of transit time reduction is equal to the product of the total tariff equivalent and 

the value of the trade to be absorbed in the route as mentioned earlier.  

The results show the values of the total tariff equivalent in different routes range. It means that 

the amount that the Troika Corridor can reduce the trade tariffs between each of the existing 

routes by removing non-tariff barriers. Subsequently, based on the values of the equivalent of 

total tariffs and the potential transit numbers for the corridor in each route, the dollar value is 

calculated as the equivalent of the total tariff. 

 

How much is the total increased cost for the cargos which are absorbed into the corridor in 

each route? For this purpose, the following steps will be taken: 

 For each route, identify the cost increases per container 

 On any trajectory, the available tonnage to the Troika Corridor must be estimated 

 The amount of available tonnage in each route is converted to the equivalent of the 

number of containers (each container is about 20 tons). 

 The increase in the total cost per route is derived from the product of the number of 

containers in increasing the cost per container. 

 

The interpretation of the variation in the cost of transport alone does not matter, and it should 

be compared to the outcome benefits. Net added-value from transit for corridor customers in 

each route is obtained from the deduction of the costs from the benefits. 

 

The current study has some limitation in several aspects: 

 The main limitation is the scope of the study. The scope of this research is limited to 

the survey of feasibility of the Iran-Caucasus transportation corridor. So, it is mainly 

focused on the accessible size of the cargo transit for the beneficial countries of this 

corridor. Therefore, the technical aspects of the corridor such as the exact map of the 

routes, transportation modes (road/ rail), physical and unphysical barriers that must 

be removed, etc. are not directly considered in this research. They need some deep 

field visit to collect the real data from the borders and other physical evidences. 

 Although there are massive literature regarding the transport corridors, the lack of 

reports on the status of tri-lateral parties (Iran, Turkey and Azerbaijan) regarding the 

trade, transit and transportation is sensible. Therefore, we had to gather our required 

information from different sources that may cause integrity problem.  
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 The exact data on benefits and costs of the corridor in tri-lateral parties (Iran, Turkey 

and Azerbaijan) were not available. There is no clear data for the costs of improving 

the physical evidences of the routes as well as the revenue of the countries from the 

cargo transit. Therefore, we had to estimate the benefits of corridor in Turkey and 

Azerbaijan based on Iran’s data using the PPP conversion factor. Also, we used global 

benchmarks to estimate the corridor investment costs in Iran, Turkey and Azerbaijan. 
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1 The current situation in the world 

1.1. Recent Global and Regional Trends toward Multilateral 

Cooperation of Logistics Projects among Countries 

Corridors are transported infrastructures that connect highly interactive places via facilitating 

the transportations services. The endpoints of the corridors (which called gateways) link the 

economic centers to the global trade routes (Study on Transport Corridors in OIC Member 

Countries, 2011). From this perspective, corridors are efficient and effective structures of 

transport routes, which cause a reduction of unnecessary costs, transportation times, 

consumed gas, depreciation of vehicles and traffics. It is estimated that the quality of 

infrastructure in developing economies accounts for 40-60 percent of the variation in 

transport costs such that a 10 percent drop in transport costs subsequently increases trade by 

nearly 25% (Limao & Venables, 2001). High transport costs undermine potential gains of trade 

liberalization by negating the reductions in tariffs and non-tariff barriers via free trade zones. 

Their significance in impeding trade resonates throughout the trade literature (Boosting value 

chains via regional aid for trade, 2013).  

 

Although early attention to the transport issues was focused on the development of the road 

infrastructure, the concept of corridor development is expanded to other trade and economic 

issues in recent works (Boosting value chains via regional aid for trade, 2013). In a broader 

perspective, a corridor may decrease the logistics costs, and it would lead to the facilitation of 

the trade among the involved economic centers, respectively. Even in the ancient world, the 

Silk Road was a path for promoting the trade of silk alongside mainland China to Europe. This 

perspective adds a soft layer (consist of logistic services and institutional matter, removing 

bottlenecks at border crossings, harmonization of border standards and controls, 

improvements in technology and communication, reduction of required paperwork, and 

augmentation the efficiency of government agencies and border agents) to the hard layer of 

the corridor (such as, infrastructure for transportation). Therefore, a corridor may have 

various goals from initial to more sophisticated ones. This definition extends points that in 

designing and planning a corridor, all the aspects that may influence of trade ranging from 

transportation to the border management issues should be studied. 
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Figure 1 depicts the evolution of the concept of the corridor and the goals of each stage. As it 

can be seen, the corridor definition in the early stages is an ordinary transport network. Then, 

it evolves to trade and finally economic corridor. The transport corridor aims to improve the 

time and cost of transportation. The potentials of a primary transportation corridor can be 

evaluated via a feasibility study of hard infrastructures. However, developing a soft layer may 

expand the capabilities of the corridor and develop it to a trade corridor. This soft layer may 

include issues relating to the border crossing and tariffs as well as providing logistics value-

added services alongside the corridor that decrease the total costs of the trade. At the final 

stage, in conjunction with having the characteristics mentioned above, corridors have 

exclusive potential to create significant economic opportunities in their regions like Special 

Economic Zones (SEZs) (Hope & Cox, 2015).  In this stage, the corridor can boost the domestic 

advantages and improve the value production of the connected regions.  

 

Figure 1: Evolution of a development corridor 

 
Source: Hope & Cox, 2015 

 

1.1.1  Role of Corridors as a Catalyst for Regional Integration and Economic 

Development 

Since transportation has a critical role in logistics and service support sector, governments 

consider it as the key catalyst of economic growth and competitiveness (The ASEAN Strategic 
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Transport Plan (ASTP) 2011-2015 - Final Report , 2010). Similarly, economic corridors play as 

catalysts for the development of the connected regions in various ways (De & Iyengar, 2014): 

 Economic corridors ease the demand for infrastructure services and generate more 

output. 

 Economic corridors play a pivotal role in regional cooperation by declining tariff-based 

barriers, facilitating trade and investment, and fostering regional integration. 

 Economic corridors encourage fragmentation of production in a region by catenation 

of the supply points to the demand points and expediting regional integration1. 

 

An economic corridor can be defined in national scope (e.g., Delhi—Mumbai Industrial 

Corridor) or regional/international scope (e.g., the Greater Mekong Sub-region and China-

Pakistan Economic corridor). Despite the extents of corridors, governments see them as 

leading catalysts for socio-economic developments. Consequently, they use trade facilitation 

and logistics services to bring regional potentials for economic growth into action. 

 

To show the importance of development goals for the governments, we review the plan of the 

government of Azerbaijan in this issue.  According to the documents received from Mr. Rufat 

Bayramov, Head of Office of “coordination council of the Republic of Azerbaijan on transit 

freight,”: 

The Strategic Roadmap for the Development of Logistics and Trade in the Republic of 

Azerbaijan sets out the vision of Government of Azerbaijan (GoA) to develop a competitive, 

diversified, inclusive and sustainable economy. Following the decline of global oil prices, GoA 

                                                 
1 To illustrate the role of a corridor in regional value chains, consider how gross trade in the food processing industry 
decomposes the following three value-added components along the West Borneo Economic Corridor. In this corridor, Brunei 
Darussalam produces mixtures of juices from imported fresh fruits originating in Sarawak and West Kalimantan. The 
produced juices are then exported to Sabah for bottling, and some of it is returned to Brunei Darussalam for consumption. 
The gross exports of Brunei Darussalam reflect value added from Sarawak and West Kalimantan, as well as own domestic 
value added used to produce the intermediate product (mixtures of juices). In the case of Sabah, its gross exports to Brunei 
Darussalam of bottled mixtures of juice reflect intermediate inputs from Sarawak, West Kalimantan, and Brunei Darussalam. 
For Brunei Darussalam, the value added to the product by Sabah does not enter into its gross exports calculation, but it does 
count in the country’s gross domestic product (GDP) since the tradable sector for the beverage industry includes the 
domestic value addition by Brunei Darussalam, less the foreign value additions by Sarawak, West Kalimantan, and Sabah. 
Backward and forward linkages across borders in the corridor, therefore, give rise to several layers of value additions to 
products traded across borders in the corridors by corridor value chains. It means cross-border investments along 
provinces and states of each point of corridors. In some cases, it includes industries that have opportunities to create 
corridor-wide supply chains and that development can increase scale economies and reduce operating costs. Finally, it 
covers the more limited one-way trade along the corridor, which is represented by traditional (Heckscher–Ohlin, or HO) 
trade of products, since closeness of ‘distance to markets' can benefit corridor members. Finally, while a corridor-wide value 
chain is an ideal model, it also identifies cross-border trade and investment opportunities between two or more members of 
the corridors, rather than the entire corridor. 
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has prioritized transport and logistics as an area for growth and development. The Strategic 

Roadmap includes policy reforms and investments required to support the development of the 

sector, as well as identifying the prospects for developing logistics and trade through to 2025. 

The main strategic goals are as follows:  

I. Enabling environment for increasing trade volumes transiting through Azerbaijan;  

II. Generating higher value from transit trade; and   

III. Implementation of critical driving mechanisms to realize the logistics and trade 

objectives. 

 

Due to this objectives, they developed an action plan for the development of the sector. The 

interesting issue is that each part of the action plan is directly related to its effect on the 

growth of the GDP of the country. It shows the attitudes of the policymakers of the country that 

want to use this sector as a facilitator to the economic growth of the country. Even they 

prioritized the priority task based on it influence on the GDP of the country. Based on the 

documents received from Mr. Rufat Bayramov: 

The strategic goals for the period up to 2020 are expected to generate AZN400 million of direct 

and AZN205 million of indirect upward effect on the real GDP (AZN605 million in total) while 

creating directly 10900 and indirectly 8000 new jobs (18900 in total). The activities planned 

under the Strategic Roadmap are expected to require a total of approximately AZN3160 

million, which would be supplied from a combination of public and private sources following 

relevant feasibility studies (Table 1). 

 

The contribution of regional infrastructures to the welfare of habitats can be both direct 

(through improving product distribution routes) and indirect (through growth effects and 

expanding economic activities) terms. For example, reducing the within/across region 

transportation times leads to better access to the international market and increase the 

amount of trade. It also makes new opportunities for investment and creates more revenue 

generation. Therefore, economic corridors can be seen as a component of economic integration 

(Vickerman, 2002).  
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Table 1: Investments required for the Strategic Roadmap activities and the expected 

outcomes 

№ Priority task 
Impact on real GDP 

 (AZN million, 2020) 

Employment 

(full-time, 2020) 

1.1. 
To enhance Azerbaijan's leading role as 

the regional logistics and trade hub 
380 5500 

1.2. 

To complete the new Baku Seaport 

Complex at Alat, Baku-Tbilisi-Qars 

railway and Astara-Astara railway 

projects 

- 6700 

1.3. To streamline logistics operations - - 

2.1. 
To transform Baku into a regional trade 

hub 
145 2900 

2.3. 
To establish logistics and trade centers in 

Baku and across the country 
65 3800 

* Data received from Azebaijan 

In this matter, the point of view of Mr. Rufat Bayramov, Head of Office of “coordination council 

of the Republic of Azerbaijan on transit freight” is as follow: 

Development of local logistics and trade centers in rural areas could become a component of 

the regional social and economic development program in Azerbaijan. These centers would 

bring about a wealth of new opportunities in rural areas, such as concentrating agricultural 

products in a single center, generating added value and coordinating with other zones, which 

would ultimately enable the regions to improve their interactions, and help address the 

urbanization problems. Furthermore, logistics and distribution centers should be established 

for all types of products planned for consumption in the identified areas. Such centers 

equipped with the cutting-edge software, logistics professionals, centrally managed product 

intake, warehousing, delivery and planning systems will relieve local businesses of the 

burdensome logistics costs (warehousing and storage, distribution, transportation and other 

costs), and enable businesses to add value to trade and, ultimately, to the economic growth. 

Establishment and development of logistics and trade centers in the regions will invariably 

boost improvement of the infrastructure for all types of transportation and transports. It is 

therefore critical to ensure that main and national automobile road is built in line with 

international standards, railway lines are reconstructed, electric trains play an increasingly 
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important role in passenger traffic, and transport security requirements, labor safety rules, 

environmental and fire safety, as well as environmental protection rules are streamlined.  

These and other measures to be taken to this effect will contribute to the development of the 

country's logistics system and its core component, transport, as well as the overall production 

growth across all regional industries. 

 

1.1.2 International Funding for Corridor Establishment 

One indirect benefit of the developing corridors is that they are visible signs to the national 

and foreign investors, such that they can concentrate their investments alongside the 

corridors. This fact shows that transport corridors provide an opportunity to bring about 

regional integration (Kunaka & Carruthers, 2014). While establishing a corridor, many 

projects with different owners, sizes, investors, and extents should be defined as an integral 

part of the corridor. For example, the development of the road structure is a capital-intensive 

project that must be done or fully supported by the governments. At the same time, logistic 

parks or medium-sized logistic provider companies should be established. It is required to 

attract private investors for these types of services. The amount of required fund as well as 

risk-sharing and the interactions of the public and private sector, make the financial 

management of the corridor complicated (Hope & Cox, 2015).  

 

Figure 2: Role of a corridor as a catalyst for economic development 

 

 

Many governments allocate national funds for developing transport corridors. For example, 

the Canadian government decided to fund $2 billion for the northern regional transportation 
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infrastructure, which will improve Canada’s competitive advantages in the global trade 

market. Also, the Canada Infrastructure Bank will invest at least an additional $5 billion to 

address trade and transportation projects (MarEx, 2018). Not only have the governments tried 

to invest more in establishing the corridors, but some international agencies also provided 

support to the private and public sectors to finance such projects. World Bank has funded 

more than 100 trade and transport corridor–based projects and related studies (Kunaka & 

Carruthers, 2014). Also, EU supports implementing core network corridors by transferring 

experience in multi-level governance for TEN-T corridors (Panagakos & Psaraftis, 2017). There 

are many examples of such corridors in Africa, South Asia and other parts of the world which is 

financed by international agencies. Thus, a secondary impact on the formation of corridors is 

to attract more funding from international funding institutes for developing infrastructure and 

growth opportunities (COMCEC Coordination Office (CCO), Improving Transnational Transport 

Corridors In the OIC Member Countries: Concepts and Cases, 2017). 

 

1.1.3  Future Trade Flows for Corridor Establishment Planning 

In 2017, activity across trade corridors rose by almost 9%, while it is predicted that trade 

routes in Asia would grow between 4-9% annually up to 2026 (Buist, 2018). Due to this fact, 

the number of corridors is increasing in recent decades. There are several reasons other than 

regional integration for this growth (Kunaka & Carruthers, 2014): 

 Corridors provide access for landlocked countries to the outer world by connecting 

them to maritime ports. 

 Corridors eliminate the regulatory and other obstacles to trade facilitation by 

multilateral agreements. 

 Corridors provide a spatial framework for organizing cooperation and collaboration 

between countries and public and private sector agencies involved in providing trade 

and transport infrastructures and services. 

 

Trade flow is at the heart of the corridor establishment. According to (Jeschke, 2011), 

due to the growing circulation of the trade among Asia and other regions like Africa, Central, 

and South America, development of new corridors are already underway. In this way, the new 

trade flow will shift to the emerging markets. Since the emerging markets will experience 

constant growth in demand volume, they need sustainable and reliable transport systems. 
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Addressing this issue, not only will require new logistic centers, but also new logistic business 

centers to satisfy the demand. This fact is shown in Figure 3. This figure depicts the bilateral 

trade flow from 2009 to 2030. As it can be seen, Asian trade flows will have a more robust 

position in the coming years, which increase the importance of establishing new transport 

corridors alongside these flows. 

 

1.1.4 Corridor as a Multilateral Agreement 

Despite the regional or national scope of a corridor, the public advantages of a corridor may be 

achieved in a transnational scope (Libman & Vinokurov, 2012). Transnational corridors have 

the abilities to shrink the costs of connecting the regions with comparative advantage of 

production in demand nodes. The final goal of a transnational corridor is to accelerate the 

cross-country trade by reducing its soft barriers (e.g. human resources, technologies) as well 

as hard barriers (e.g., infrastructures, investment), barriers at national boundaries, the 

growing logistics companies, standardizing the procedures and seamless integration of 

regional plans and the coordination of national policies (De & Iyengar, 2014). Due to these 

facts, governments have a strong motivation to develop transnational corridors. 

 

Establishing a corridor is a complex project by itself. Also, cross-border activities, which are 

required for developing this type of projects, will intensify this complexity. This complexity 

may arise because of the interactions between various countries and sectors as well as the 

diversity of the procedures, fund-holders, security issues and public-private partnerships for 

the promotion of cross-border trade and transportation. Addressing such complexity requires 

a common understanding among various stakeholders of the corridor. As a consequence, an 

international corridor is a complex of hard and soft infrastructures under a multilateral 

agreement which facilitates trade. The agreement provides a framework in which all public 

and private stakeholders can interact to improve the trade environment (COMCEC 

Coordination Office (CCO), Improving Transnational Transport Corridors In the OIC Member 

Countries: Concepts and Cases, 2017). 
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Figure 3: Development of bilateral trade flow over 2009 (top map)-2030(bottom map) 

 

 

 
Source: Jeschke, 2011 

 



21 

 

Figure 4 provides a framework for multilateral corridor agreements in the public and private 

sector context. It describes the environment that forms an active corridor and determines the 

roles of public and private sectors in it. 

 

The primary component of this framework is the trade agreement among the involved 

governments. Such agreement includes tariff policies and simplification of trade to make a 

robust trade environment. It will especially help medium-sized companies to find customers 

beyond borders. So, it boosts the trade volume among the countries which are involved in the 

agreement. The trade volume is the primary source of traffic in a corridor. Besides the trade 

agreement, there should be collaboration in other fields such as simplification of the 

procedures for crossing the border for trade or transit of the goods, safety, transportation 

policies, tax, and other duties. Also, all the parties should agree on developing a predetermined 

standard infrastructure for road, customs, and other physical evidence. With such multilateral 

agreement, joint investments focus on removing the bottlenecks of trade between states rather 

than the main domestic routes (COMCEC Coordination Office (CCO), Improving Transnational 

Transport Corridors In the OIC Member Countries: Concepts and Cases, 2017). This part can be 

funded by an international organization or by governments independently. The European 

Union is an example of a coordinator that leads the governments from regional and national 

planning to a real corridor in TEN-T projects1 (Panagakos & Psaraftis, 2017). 

 

Similarly, TRACECA defined a “Permanent Secretariat” to give influence to the provisions of the 

agreement (TRACECA, Consolidated text of MLA TRACECA with amendments, 2007). 

Simultaneously, the private sector should be agile enough to provide the transport and 

logistics value-added services that minimize the trade costs. The public sector can persuade 

the private sector for developing logistic parks that integrate transport and logistics services. 

 

 

 

                                                 
1. There is another corridor named Pan-European transport corridor. These development corridors are distinct from the 
Trans-European transport networks, which is a European Union project and include all major established routes in the 
European Union, although there are proposals to combine the two systems since most of the involved countries now are 
members of the EU (Source: Wikipedia). 
This shows the vital role of the coordinator in forming a corridor.  
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Figure 4: Multilateral Corridor Agreements in a Public and Private Sector Context 

 

Source: Improving Transnational Transport Corridors in the OIC Member Countries: Concepts and Cases, 2017 

 

On the other hand, the private sector should be active in a stable and resilient supply chain and 

production. Also, the issues related to the financial flow must be solved. It is clear that in the 

absence of simplified business processes and clean business environment among member 

states, the corridor cannot be genuinely formed. “Currency swap” is a solution for making the 

financial flow easy and precise. Such kind of agreement now exists between Iran and Turkey. 

 

We refer the interested readers to the multilateral agreement of TRACECA (TRACECA, Basic 

Multilateral Agreement on International Transport for Development of the Europe-the 

Caucasus-Asia Corridor, 1988) which consists of the most of the items discussed above. This 

corridor is an example of the collaborative approach of multiple agencies and governments to 

deal with the various issues of some landlocked countries in the transport and logistics sector, 

which resulted to significant economic effects (Shepherd, 2013).  

 

1.2  A Brief Review of Best Practice Multilateral Corridor Agreements 

In recent years, many international unions and organizations have tried to establish 

multilateral agreements among the countries to augment their accessibility to the markets. 

Although parts of these agreements are initiatives and not fully implemented, this trend shows 
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the positive attitude of the governments toward the multilateral corridor development. Table 2 

summarizes a brief review of some transnational corridors. Describing the detail 

characteristics of these corridors is beyond the scope of this report. However, we here will 

review some of the lessons that we learned from them. 

 

Although economic goals are in the heart of the project, the purpose of the corridors can evolve 

throughout the time. For example, the establishment of TRACECA was based on strategic goals. 

However, the idea evolved, and now, it is concentrated on strengthening economic relations, 

trade and transport in the regions of the Black Sea basin, South Caucasus and Central Asia. 

Now it has three routes to connect Caucasian and Central Asian region to the European Union 

and covers Armenia, Azerbaijan, Bulgaria, Georgia, Kazakhstan, Kyrgyzstan, Iran, Moldova, 

Romania, Turkey, Ukraine, Uzbekistan, Tajikistan and Turkmenistan (Vinokurov, Jadraliyev , & 

Shcherbanin , 2009). The TRACECA could increase the traffic volume by 25%. Also, it affects 

positively on the economic growth of some of the stakeholders. For example, Kyrgyzstan’s 

exports rose by 160% (Shepherd, 2013). The same situation is valid for the “one-belt-one-

road” which is supported by China which now has some geo-economic strategic objectives (Er-

Rafia, 2017) and being reinforced by subsidizing tactics (Hornby, 2015). It shows the 

importance of upgrading the objective of transportation routes and activating its potential in 

the form of a trade corridor. 

 

Infrastructure is an essential requirement of a corridor. The Southern Trans-Asian Corridor, 

which connects Turkey to China via Iran, Uzbekistan, and Kazakhstan, has the problem of 

different gauges. This deficiency limits the speed of delivery. Also, some parts of this railway 

lack double track rails. The Northern Trans-Asian Corridor has the same problem. It provides a 

shorter route from Ukraine to China in comparison of the sea route. However, different 

standards of the rail gauges through the route limit the development of containerized trade in 

this route (Vinokurov, Jadraliyev , & Shcherbanin , 2009). 

 

International North-South Transport Corridor (INSTC), is an example of a corridor which 

significantly improves the transport time of the containers in comparison to the sea-route. It 

links Russia to the Persian Gulf, India, and south-east Asia via Iran. This corridor is, in fact, a 

substitute for the Suez Canal route; while the transport time in the Suez route is about 50 days, 

it takes about 18 days in the INSTC. However, dry runs show that the INSTC do not offer higher 
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efficiency. The costs of the INSTC routes are higher than the traditional route (Improving 

Transnational Transport Corridors In the OIC Member Countries: Concepts and Cases, 2017). 

Consequently, because of the problems in the governance of the corridor and issues related to 

the border crossing, the capacity of this corridor is not fully utilized.  

 

The Central Asia Regional Economic Cooperation (CAREC) corridors are multilateral trade 

corridors, which aim to exploit the advantages of the trade liberalization fully. The CAREC 

corridors include six main transport corridors that mainly focus on connecting landlocked 

central Asia countries (Kazakhstan, Turkmenistan, Tajikistan, Kyrgyzstan, and Uzbekistan) 

together and to the outer parts. They aim to simplify and liberalize national trade regimes 

within a reasonable timeframe and to improve the investment climate across Central Asia 

(CAREC Institute (CI)). The corridors are intended to reinforce links among countries in the 

region, with neighboring regions whose booming economies offer unique opportunities for 

further growth, and with global markets. These corridors were chosen based on current traffic 

volume, projected traffic growth and economic potential, the future capability to link economic 

and population hubs, the future potential to eliminate transport delays, economic and financial 

sustainability through investment in infrastructure, technology, and management; and 

multimodal aspects. With their extensive network of roads and railways spanning the region, 

the CAREC corridors are forecasted to extend trade and accelerate regional economic growth. 

The program supports customs cooperation in simplification and harmonization of customs 

procedures, data exchange, risk management and post-entry audit, adoption of authorized 

economic operators programs, joint customs control, and regional transit development. It also 

includes an assessment of CAREC member countries’ readiness to implement the World Trade 

Organization Trade Facilitation Agreement. Also, there is a plan to activate the 22-member 

CAREC Federation of Carrier and Forwarder Associations. 

 

The One-Belt-and-One-Road (OBOR) initiative intends to connect China to Middle/West Asia, 

Europe, and Africa via five routes (El-Hifnawi, 2015). It will take advantage of current 

international transport routes, core cities, and principal ports to further strengthen 

collaboration and build six international economic co-operation corridors. These have been 

identified as the New Eurasia Land Bridge, China-Mongolia-Russia, China-Central Asia-West 

Asia, China-Indochina Peninsula, China-Pakistan, and Bangladesh-China-India-Myanmar 

(China - Eurasia Overview of Belt & Road Project, 2017). 
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China Pakistan Economic Corridor (CPEC) is a planned corridor constituting an array of 

different energy projects, transportation/infrastructure networks, and economic free zones in 

Pakistan. Since this project is a part of the OBOR initiative, its impact on the promotion of 

regional connectivity across the Eurasian region is significant. The proposed special economic 

zones (SEZs) will follow if the energy and infrastructure projects prove successful. The 

proposed route allows the passage of products between China and Pakistan. It gives China 

access to the Middle East. The effect of CPEC in economic growth and development is 

significant. The Pakistani authorities have anticipated by executing the pertaining projects, 2.3 

million jobs would be created in 2015-2030. It would increase the annual growth rate of the 

country by 2-2.5 percent. Regional connectivity will be promoted through the establishment of 

SEZs aimed at facilitating industrial growth in key financial centers and strategically significant 

locations in Pakistan. Market-oriented policies and regulatory measures facilitating trade will 

complement the establishment of SEZs under the corridor. The establishment of a free trade 

zone (FTZ) at the port of Gwadar similar to the FTZs in Hong Kong and Shanghai is an example 

of such market-oriented policies planned for implementation. The involvement of the National 

Development and Reform Commission, China’s top economic planner, in discussions to convert 

Gwadar into a hub for market-oriented growth again highlights the importance of China on 

CPEC’s economic aspects. 

 

TEN-T is a comprehensive plan that is led by the European Union (EU) and aims to utilize the 

advantages of a trade corridor entirely for all European citizens. It also decides to remove 

bottlenecks, upgrade infrastructure and streamline cross-border transport operations with 

various transport modes. TEN-T is financed by the members as well as EU transport and local 

funding possibilities, including with new innovative financing instruments (European 

Commission, 2011). 

 

Here are our concluding remarks about the corridors based on the studied best practices. As it 

can be seen, the primary objective of every corridor is to improve the cost and time of 

transportation. This objective should be considered in designing a corridor. Roads and rails are 

complementary to each other in some corridors. The critical point in the rail connections is 

implementing the same standard in all parts of the corridor. 
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Most of the corridors focused on clear customs and checking procedures in order to improve 

the efficiency of crossing the borders as an integral part of the transportation time. Corridors 

can promote trade through highway infrastructure development and management of road-

based trade corridors. 

 

Corridors are considered multinational infrastructures. Consequently, designing a corridor 

means building cooperation among nations. So cooperative projects among the countries 

should be designed. In some of the cases, the corridors have a unified source like an 

international organization or coordinated funding source like an organized plan among the 

countries. It will accelerate the establishment of the corridor.  

 

The cooperation in establishing a corridor is crucial for the success of the project. The 

stakeholders will jointly promote development through cooperation, leading to accelerated 

economic growth. The corridor should be seen as an entity. On the other words, the corridor 

should have unified governance. Consequently, the governance strategy of the corridor should 

be confirmed by all stakeholders. There should be a schedule for removing physical, technical, 

operational and administrative barriers, and an overview of the financial resources. 

 

In some cases, there is no requirement to establish a new infrastructure for developing a 

corridor. For example, OBOR takes advantage of current international transport routes as well 

as core cities and main ports to strengthen collaboration further and build six international 

economic co-operation corridors. 

 

As the description of CAREC and CPEC shows, both of them concentrated on the economic 

development of the linked regions. They also emphasized on trade and production facilitation 

alongside the corridor. This fact demonstrates that market-oriented vision and facilitating the 

trade alongside the corridor, as well as the routing infrastructure, are core components of the 

corridor. On the other hand, many side projects in different fields of industries can be defined 

which will activate the corridor more and more. 
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Table 2: Summary of Characteristics of Trans-National Corridors 

Corridor Name 
Transport 

Mode 
Funding Source Countries Involved Main Objectives Strengths Weaknesses 

Trans-Siberian 

railway 
Rail Russian government Russia  

To provide access 

throughout Russia  

harmonized 

procedures, good 

infrastructure  

 

The Trans-

Asian railway 
Rail 

the United Nations 

Economic and Social 

Commission for Asia 

and the Pacific 

(UNESCAP), member 

countries 

Afghanistan, Armenia, 

Azerbaijan, Bangladesh, Belarus, 

Bhutan, Brunei, Cambodia, China, 

India, Indonesia, Iran, 

Kazakhstan, Laos, Mongolia, 

Nepal, Pakistan, South Korea, 

Russia, Sri Lanka, Tajikistan, 

Thailand, Turkey, Turkmenistan, 

Uzbekistan, Vietnam 

to create an 

integrated freight 

railway network 

across Europe and 

Asia 

Covering all over the 

continent 

Weak political, legal, 

and institutional 

framework, lack of 

harmonization, poor 

infrastructures 

TRACECA 

Corridor 
Road/ Rail 

European Commission, 

member countries 

Armenia, Azerbaijan, Bulgaria, 

Georgia, Kazakhstan, Kyrgyzstan, 

Iran, Moldova, Romania, Turkey, 

Ukraine, Uzbekistan, Tajikistan, 

Turkmenistan, 

to strengthen 

economic relations, 

trade, and transport 

in the regions of the 

Black Sea basin, 

South Caucasus and 

Central Asia 

Good political, legal, 

and institutional 

framework 

Having bottlenecks 

especially in marine 

shipments due to 

different transport 

modes, poor 

harmonization 

International 

North-South 

Transport 

Corridor 

Road/ Rail member countries 

India,  Iran,  Russia,  Turkey,  

Azerbaijan,  Kazakhstan,  

Armenia,  Belarus,  Tajikistan,  

Kyrgyzstan,  Oman,  Ukraine, 

Bulgaria 

to reduce costs 

regarding time and 

money over the 

traditional route 

currently being used 

The shortest distance 

between Russia and 

India, proper access 

to eastern Europe 

Weak political, legal, 

and institutional 

framework, lack of 

harmonization, poor 

infrastructures 

Pan-European 

Corridors 
Road 

European Union, 

member countries 
All European countries 

to promote transport 

infrastructure across 

Europe 

Good political, legal, 

and institutional 

framework, 

harmonized 

procedures, good 

infrastructure 
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Corridor Name 
Transport 

Mode 
Funding Source Countries Involved Main Objectives Strengths Weaknesses 

Asian Highway 

Network 
Road 

Wealthy  Asian 

countries, Asian 

Development Bank 

Armenia, Azerbaijan, Bangladesh, 

Bhutan, Cambodia, China, North 

Korea, Georgia, Hong Kong, India, 

Indonesia, Iran, Japan, 

Kazakhstan, Kyrgyzstan, Laos, 

Malaysia, Mongolia, Myanmar,   

Nepal, Pakistan, Philippines, 

South Korea, Russia, Singapore, 

Sri Lanka, Tajikistan, Thailand, 

Turkey, Turkmenistan, 

Uzbekistan, Vietnam 

to improve the 

highway systems in 

Asia 

Covering all over the 

continent 

Weak political, legal, 

and institutional 

framework, lack of 

harmonization, poor 

infrastructures 

CAREC 

Corridors 
Road/ Rail 

Asian Development 

Bank (ADB) 

Afghanistan, Azerbaijan, China, 

Georgia, Kazakhstan, Kyrgyz 

Republic, Mongolia, Pakistan, 

Tajikistan, Turkmenistan, 

Uzbekistan 

to encourage 

economic 

cooperation among 

countries in the 

Central Asian region 

Good political, legal, 

and institutional 

framework,  

Poor harmonization, 

poor infrastructure 

NELTI 

Corridors1 
Road/ Rail N/A 

Armenia, Azerbaijan, Belarus, 

Georgia, Iran, Kyrgyzstan, 

Kazakhstan, Moldova, China, 

Russia, Tajikistan, Turkmenistan, 

Turkey, Ukraine, Uzbekistan 

to reopen ancient 

Silk Road trade 

routes linking Asia to 

Europe across 

Eurasia 

Good political, legal, 

and institutional 

framework,  

Poor harmonization, 

poor infrastructure 

TEN-T 

Corridors 
Road/ Rail European Union  EU members 

to close gaps, remove 

bottlenecks and 

eliminate technical 

barriers that exist 

between the 

transport networks 

of EU Member States, 

strengthening the 

Good political, legal, 

and institutional 

framework, 

harmonized 

procedures, good 

infrastructure 

 

                                                 
1 Since the collapse of the USSR, several competing concepts of rebuilding trade and transportation arteries between Europe and Asia (China) have been established. The initiative was the 
European Union's (TRACEA), the New Eurasian Land Transport Initiative (NELTI) (Vinokurov, Libman 2012) and in 2010 even the USA's. However, only the Chinese concept of the Silk Road 
Economic Belt, as part of China's broader "One Belt One Road" initiative, has a chance of implementation (Nazarko, Anna Kuźmicz, & Czerewacz-Filipowicz, 2016). 



29 

 

Corridor Name 
Transport 

Mode 
Funding Source Countries Involved Main Objectives Strengths Weaknesses 

social, economic and 

territorial cohesion 

of the Union and 

contributing to the 

creation of a single 

European transport 

area 

The One Belt 

One Road 

Project 

Road/ Rail AIIB, Silk Road Fund 

Around 60 countries, primarily 

in Asia and Europe but also 

including Oceania and East Africa 

to take a larger role 

in global affairs by 

China with a China-

centered trading 

network 

Good political 

support, good 

funding 

Weak legal and 

institutional 

framework, lack of 

harmonization 

Trans-African 

Highways 
Road 

United Nations 

Economic Commission 

for Africa (UNECA), the 

African Development 

Bank (ADB), and the 

African Union 

All the African countries except 

Burundi, Eritrea, Somalia, 

Equatorial Guinea, Lesotho, 

Malawi, Rwanda, South Sudan, 

and Swaziland. 

to promote trade and 

alleviate poverty in 

Africa 

Covering all over the 

continent 

Weak political, legal, 

and institutional 

framework, lack of 

harmonization, poor 

infrastructures 

Sources are cited in section 1.2 
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1.3  Defining Aim and Objective of Proposed Corridor Using Project Owner 

Experts Opinions Respecting the Best Practices 

In this section, we first review the potentials of Iran, Azerbaijan, and Turkey in the establishment of a 

corridor and then briefly mention the aims and objectives of the proposed corridor. 

 

Geographically, Iran, Turkey, and Azerbaijan are in the middle of the flow of some strategic products 

and goods, which offer them a generous capacity for cargo transit. They independently or jointly can 

play an inevitable role in Eurasia relation especially in trade flow.  The north-south corridor is one of 

the high strategic corridors, which pass through Iran and Azerbaijan. It connects India, Iran, 

Azerbaijan and Russia via various transportation modes of the maritime, rail, and road. Technically, 

it reduces transportation time between Mumbai (India) and Moscow (Russia) from forty to fourteen 

days (A tour through Iran as a rail freight transit country, 2018). It is a strategic route for Russia to 

export the oil produced in the Caspian Sea to Asian markets. It can also feed the west-north corridor 

that links Russia to Europe. Also, the most appetent governments that support this corridor (India 

and Russia, Iran and Azerbaijan) will benefit by enter-crossing to other corridors and transit 

revenues. It consolidates them as a critical node of one of the leading trade corridors. 

 

Figure 5: International North-South Corridor 
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There is a common idea among the official authorities of Iran, Turkey and Azerbaijan for connecting 

the Indian Ocean to Europe via both road and rail transit corridors. The rail links the southern part of 

Iran to Astara in the Iran-Azerbaijan border and then will be connected to the Baku-Tbilisi-Kars 

Railway. Also, there is a plan to link Persian gulf to black sea and Mediterranean via freight route 

which will take a shorter time to transport cargo from the Indian Ocean to the Mediterranean and the 

Black Sea and Europe (Turkey, Azerbaijan, Georgia, Iran agree to create new trade corridors to 

connect Asia, Europe, 2018). 

 

Iran and Turkey may provide cargo transit services to south-east European countries such as 

Bulgaria, Greece or Romania; especially via the route of the Turkish branch of TRACECA (LOGMOS 

Master Plan, 2011). However, Iran could play an increased transit role for the sea-borne trade 

between the Indian Ocean via the Persian Gulf when the North-South Corridor new rail, road, and 

port infrastructure become fully operational (LOGMOS Master Plan, 2011). In the other direction, 

freight traffic travels through Iran on the way to China, India, Pakistan, and Afghanistan. (A tour 

through Iran as a rail freight transit country, 2018). China is channeling “China – Central Asia – West 

Asia Corridor” in BRI program through Iran (Banning & Mani, 2018). Consequently, for China, the 

transit routes passing through this region will empower its economic influence both in the post–

Soviet countries/regions and the Middle East and also diversify its trade routes towards Europe 

(Poghosyan, 2018). Due to this fact, even China is initiating a corridor to be connected to eat Europe 

through Iran and Turkey. 

 

Moreover, there are initiatives and agreements that these countries are in the heart of them like 

North-South, New Silk Road, and TRACECA. It means that this region is the intersection of some main 

trans-national corridors. However, they have not fully utilized their capacity and potential role in 

transit. 

 

The vital role of these countries emerges that if they could coordinate and cooperate through as a 

“Troika” for improving the efficiency of crossing the borders and making a fast and reliable corridor 

for the target markets, they can activate and fully utilize benefits of the initiatives mentioned above. 

 

Figure 7 shows the position of the troika in the north-south and south-west corridors of West Asia. 

The number of intersections of various corridors, as well as the number of affected countries in this 

region, justifies the need for a troika to activate these corridors. Although the countries have made 

independent endeavors, cooperation in such projects will reinforce the chance of success. 
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Figure 6: Belt and Road Initiatives that links China to Europe and Africa 

 

 

Figure 7: Overview of Eurasian Corridor Development 

 

 

The Troika has enough motivation to activate such corridor. Turkey has the ambition to become a 

logistical hub between Europe and the Balkans, Middle East, Russia, Caucasia, Black Sea, and 

Mediterranean countries and tries to integrate its transport network with Trans-European networks 

where ports are a part of. It elaborated Road Transport Regulation in conformity with the EU 

requirements and as well as to meet the necessities arising from globalization and regional 
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integration. Also, it plans to invest in hub ports in Mediterranean, Aegean and Black Sea regions, 

desires its ports to be recognized as regional main transit/transfer ports and eventually become a 

logistics center. According to our interview with the members of “Ministry of Roads and Urban 

Development,” Iran is recently focusing on developing road corridors across the country. They 

defined ten corridors and trying to find international funds or foreign investor to finalize them. 

Zagros corridor is one of the priorities of the country, which connect the Persian Gulf to its border 

with Turkey in one side and Azerbaijan in another side. Based on our interview with the members of 

Azerbaijan’s “Coordinating Council of the Republic of Azerbaijan on Transit Freight,” Azerbaijan's 

long-term vision is to become a regional hub by effectively managing logistics and trade markets 

with strong linkages with other countries. They are developing the Red Bridge off of a highway and 

the East-West Corridor, the province of Astara that has access to the Iranian trade and Russian 

marketplace, as well as the province of Khachmaz that has the potential for direct trade with Russia 

owing to its seat on the North-South Corridor. Also, they like to activate the Caucasus Transit 

Corridor (CTC) which links Central Asia and Europe. Other significant projects include the 

development of a greenfield port complex at Alat and the construction of the Baku-Tbilisi-Kars (BTK) 

railway, which connects Azerbaijan and Georgia with Turkey. The BTK railway was recently 

inaugurated in Baku and creates a rail corridor from the Caspian Sea to Europe via Turkey. It shows 

that all three countries acknowledged the increasing the amount of cargo transit as a strategic target 

and are motivated to participate in the programs that will strengthen their role in the region. 

 

According to Mr. Rufat Bayramov, Head of Office of “coordination council of the Republic of 

Azerbaijan on transit freight”: 

Besides the local transportation infrastructure, Azerbaijan will further develop both domestic 

and external transportation linkages. For example, with the commissioning of the currently 

under construction railway line between Azerbaijan and Iran being a top priority task, the 

government plans to improve the high-speed train railway infrastructure. 

 

According to the documents received from Mr. Vugar Orujov, leading advisor of policy development 

of Ministry of Transport, Communications, and High Technology, Azerbaijan is motivated to activate 

such corridor and is planning and developing the related infrastructure: 

For developing transit cargo and transport corridors passing through the country large-scale 

projects are being implemented in Azerbaijan. From this point of view, the taken measures between 

Azerbaijan and Iran are also necessary within the South-West transport route and the North-South 

transport corridor as well as in the framework bilateral arrangements between Iran and Azerbaijan. 

In this direction important documents have been signed between two countries, some works have 
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been done, and currently, these works are continuing for improving railway and road 

transportations.  So, within the framework of the North-South International Transport Corridor, in 

order to connect the railways of Azerbaijan and Iran works is underway currently. The 1.4 km 

railway from Azerbaijan's Astara station to Iran's  Astara city has already been constructed. Astara 

terminal construction is being continued in Astara city, Iran. The terminal is located in the area of 35 

hectares, 1.4 km from the Azerbaijani-Iranian border. According to the intergovernmental agreement 

between Azerbaijan and Iran, the construction of the Terminal was started in 2017. The Astara 

terminal, which is being constructed by Azerbaijan Railways CJSC, has been leased to Azerbaijan for 

25 years and a 1.4 km railway for 15 years. While the construction of the modules of the Astara 

terminal continues, several modules of the terminal are now ready and since the beginning of 2018 

cargo handling operations is carried out. Generally, the Astara terminal will consist of 4 sections: a 

dry cargo terminal, a container terminal, a grain terminal, and an oil terminal. Initially, the 

transshipment capacity of the terminal will be 1.2 million tonnes per year, which is expected to reach 

3.5 million tonnes shortly. The new terminal will facilitate transport links between Iran, as well as 

the Persian Gulf countries with Russia and Europe. The construction of the first phase of the dry 

cargo terminal was put into operation, and the construction of the grain terminal was started on 

March 27, 2018. In the next stage construction works will start on the missing 167 km Rasht - Astara 

railway track which will fully connect the two countries' rail systems. During the official visit of 

Iranian President Hasan Ruhani to Azerbaijan in March of this year was signed an agreement 

between the two countries on financing the construction of the Astara-Rasht railway section. 

According to the agreement the Government of Azerbaijan will allocate the loan for construction of 

the railway track.   After completing this project and all related works the railways of Scandinavian 

countries, Russia, Azerbaijan and Iran will be united in one network, and a single railway network 

from the north to the Persian Gulf will be formed. Simultaneously, it will also be possible to transport 

cargo easily from Bandar Abbas port into the Black Sea and European countries by rail via 

Azerbaijan. The cargo will be transported from the port of Bandar Abbas to the Russian and 

European countries at a lower cost, a single transport document can be used, and this factor will also 

increase transit cargo. It can be said, that connecting railway of the two neighboring countries will 

give great opportunities to use transit and transportation potential of Azerbaijan and Iran more 

efficiently. 

 

As it can be seen, the government of Azerbaijan sees the route to Iran a corridor that can strengthen 

its position as a regional logistics hub. At the same time, Iran sees its route to Russia passing from 

Azerbaijan a strategic route for activating its potentials in cargo transit. Mr. Mohsen Sadeghi, the 
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leading consultant of the transportation department of the ministry of road and urban development 

of Iran, points that: 

The government of Iran especially focused on activating the potentials of the country in cargo transit. 

They developed a special plan for developing ten international cargo transit routes that connect all 

corners of the country. However, the corridor 10 (called Zagros) is mostly prioritized which connects 

Bandar Imam Khomeini (Persian Gulf) to Turkey in one point and Azerbaijan in another point.     

 

It can be concluded that Iran, Turkey, and Azerbaijan are the key locations in the way that connects 

the Indian Ocean to Russia and Europe via: 

 Indian Ocean → Iran→ Azerbaijan → Russia or Georgia 

 Indian Ocean → Iran→ Turkey → Eastern Europe  

 

The Troika Corridor is shown in Figure 8. As it can be seen, it starts from Imam Khomeini 

port in the south of Iran and connected via a road corridor to the Turkey via Bazargan border to 

Turkey in one side and Bilesovar border to Azerbaijan in other side. Also the target markets of the 

Troika are shown in this figure. The potential target markets of the troika should be identified to 

analyze the position of the troika and find a solution for activating it. The potential market is those 

who may prefer the proposed corridor for trade. Then, the trade flow among the target markets 

should be precisely analyzed. This analysis determines that which kind of products may be 

transported via the proposed corridor. This step also provides crucial information for the 

differentiation of the flow. Since the proposed corridor is a sea-route, the products that are highly 

sensitive to the cost of the transportation should be appropriately targeted. Also, the potential trade 

flow of the proposed corridor can be estimated by this analysis. At the next step, the benefit of each 

member of the troika from the transit issues should be identified. A cost-benefit analysis will 

determine the attractiveness of the troika-related projects to each side. The benefit should be 

compared to the costs of improving the existing infrastructure. This analysis proves the feasibility of 

the proposed corridor4. 

  

                                                 
4 It will be discussed in more details in chapter 3. 
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Figure 8: Troika Corridor and the target markets 

 

 

It is required to address institutional and legal issues as well as infrastructural issues for activating 

the troika. Various policies regarding planning, financing, legislation, regulation, operation, 

monitoring and promotion of the corridor are discussed. They are mainly related to the soft layer of 

an active corridor for providing a “fast and reliable corridor”. Besides, we will address various issues 

such as mutual trade agreements to activate the regional trade for economic growth of the region5. 

  

                                                 
5 It will be discussed in more details in chapter 4. 
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2 The Current Situation of Foreign Trade and International 

Transportation in OIC Member Countries 

2.1 A General Demonstration of the Islamic World including Laws and 

Regulations, Policy Frameworks, Institutional Structures in the Relevant 

Field 

2.1.1 The General Demonstration of Trade in the Islamic World 

2.1.1.1 World Trade of OIC Countries 

The population of OIC member states was over 1.6 billion in 2011. However, the trade share of the 

OIC members is about 10% of the world trade. Figure 9 illustrates the imports and exports of OIC 

countries over 2010-2016. The trade share of the OIC member countries accounted for around 9.3% 

in 2016 against 10.3% of world trade in 2015, which reveals a 10% decline. (COMCEC, 2017) 

 

Figure 9: The Imports and Exports of OIC Countries over 2010-2016 

 
Source: Annual Report on Trade among the OIC Member States. 

 
The main foreign trade actor of the OIC countries in 2016 is the UAE, which has total 461.2 billion 

USD or 15.4% of the total trade of the OIC countries. The UAE has followed by Malaysia (358 billion, 

12%), Turkey (341 billion, 11.4%), Saudi Arabia (315 billion, 10.5%), Indonesia (280 billion, 9.4%), 

Iran (110 billion, 3.7%), Qatar (89 billion, 3%), Egypt (81 billion, 2.7%), Algeria (77 billion, 2.6%) 

and Iraq (77 billion, 2.6%). These ten countries accounted for 73.2% of the world trade of OIC 

member countries corresponding to a total value of 2.2 trillion USD. (COMCEC, 2017) 

 

The main traded products were various manufactured goods (28%), food products (19%), 

machinery and transport equipment (19%), mineral fuels (19%), chemicals (9%), and non-edible 

raw materials (6%). (COMCEC, 2017) 
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2.1.1.2 Intra-OIC Trade 

Figure 10 depicts the intra-imports and intra-exports of OIC countries over 2010-2016. Intra-OIC 

trade volume (intra-OIC exports + intra-OIC imports) reached 694.2 billion USD in 2015 compared to 

556.3 billion USD in 2016, i.e., a decline of almost 20%. The share of intra-OIC trade decreased from 

20.3% in 2015 to 18.7% in 2016, corresponding to a decrease of 8%. This drop in intra-OIC trade can 

be explained, among others, by the decline of commodity prices, the appreciation of the US dollar and 

the economic environment of the OIC countries. (COMCEC, 2017) 

 

Figure 10 :The Intra-Imports and Intra-Exports of OIC Countries over 2010-2016 

 
Source: Annual Report on Trade among the OIC Member States. 

 

The main intra-OIC trading country in 2016 was the UAE, which accounted for 99.7 billion USD or 

18% of intra-OIC trade. The UAE has followed by Turkey (64.0 billion USD, 11.6%), Saudi Arabia (54 

billion, 9.8%), Malaysia (35 billion, 6.3%), Indonesia (35 billion, 6.3%), Iran (32 billion, 5.8%), Egypt 

(24 billion, 4.3%), Oman (22 billion, 4%), Pakistan (20 billion, 3.6%) and Qatar (16 billion, 3%). 

These ten countries accounted for 72.4% of the intra-OIC trade of the member countries, for 403 

billion USD. Table 3 shows the foreign and intra-trade of OIC countries over 2010-2016. (COMCEC, 

2017) 
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Table 3: The Foreign and Intra-Trade of OIC Countries over 2010-2016 

 2010 2011 2012 2013 2014 2015 2016 
2015/ 
2016 

2010/ 
2016 

World Exports 
of the OIC 
Countries 

1680.77 2122.48 2261.77 2215.79 2149.80 1608.43 1391.73 -13.47% -17.20% 

Intra-OIC 
Exports 

257.71 325.41 362.1 379.15 378.91 344.25 278.38 -19.13% 8.02% 

Share 15.33% 15.33% 16.01% 17.11% 17.63% 21.40% 20.00% -6.54% 30.45% 

World Imports 
of the OIC 
Countries 

1501.35 1757.68 1864.24 1968.29 2012.45 1816.58 1599.44 -11.95% 6.53% 

Intra-OIC 
Imports 

281.29 356.17 389.58 396.98 423.34 349.98 277.94 -20.58% -1.19% 

Share 18.74% 20.26% 20.90% 20.17% 21.04% 19.27% 17.38% -9.80% -7.25% 

The volume of 
overall trade 
from OIC 
Countries 

3182.12 3880.16 4126.01 4184.08 4162.25 3425.01 2991.17 -12.67% -6.00% 

Intra-OIC 
Trade Volume 

539.0 681.58 751.68 776.13 802.25 694.23 556.32 -19.87% 3.21% 

Intra-OIC 
Trade Net 

269.5 340.79 375.84 388.065 401.125 347.115 278.16 -19.87% 3.21% 

The share of 
intra-OIC 
Trade 

17.03% 17.80% 18.45% 18.64% 19.33% 20.33% 18.69% -8.09% 9.72% 

Source: Annual Report on Trade among the OIC Member States. 

 

2.1.2 General Demonstration of Transportation in the Islamic World 

The variation in the needs of transportation infrastructure across the OIC countries is related to 

development level of countries. On the one hand, there is a group of oil producing countries with high 

income per capita and relatively smaller areas. On the other hand, there is a large pool of OIC 

countries with low income per capita and relatively larger areas. The Global Competitiveness Report 

2017–2018 provides evidence on this gap. Four of the seven best performing OIC countries (i.e. 

United Arab Emirates (UAE), Malaysia, Bahrain, Qatar, Turkey, Azerbaijan, and Saudi Arabia) in 

terms of quality of transport infrastructure are oil producing countries. On the other hand, nine out 

of eleven worst performing OIC countries (i.e. Benin, Cameroon, Chad, Lebanon, Mali, Mauritania, 

Mozambique, Nigeria, Senegal, Sierra Leone, and Yemen) in the same measure are from Sub-Saharan 

Africa. 
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Table 4 presents the variation in the quality of transport infrastructure in terms of indexes among 

the 36 OIC countries. The indexes range from 1 to 7, where 1 represents the extremely 

underdeveloped infrastructure and 7 stands for extensive and efficient infrastructure by 

international standards. Second column of Table shows the indexes for the quality of overall 

infrastructure (e.g. transport, telephony, and energy) whereas the rest of the columns provide 

comparable indexes for road, railroad, port, and air transport infrastructure, respectively. One 

implication of this Table is that all of the OIC and OIC-Sub-Saharan Africa averages fall below world 

averages in every measure. Secondly, OIC-MENA performs better than world average in every 

measure but the quality of railroad infrastructure. Finally, the superior performance of OIC-Asia in 

the quality of railroad infrastructure is noteworthy. 

 

The most widely used measure for logistics performances of the countries is the World Bank 

Logistics Performance Index (LPI). As can be seen in Table 5 showing the LPI scores, the OIC 

countries such as UAE, Qatar, Malaysia, and Oman come on top of the rankings; while Afghanistan,  

Sierra Leone, Libya, and Gabon come at the bottom. Not surprisingly, the road network in most OIC 

countries is not in a very good condition. Table 6  gives data on the socio-economic and road network 

indicators in the OIC countries. 

 

Again, there is a large variation in the density of rail networks in the different OIC countries. Almost 

all OIC countries (except Djibouti, Azerbaijan, Tunisia, Bangladesh, Albania, Turkey, Syria, and 

Pakistan) have fewer than 1,000 km of rail lines per 100,000 km2 land area, while almost half of the 

OIC countries have no railway network. Djibouti with its 781 km of rail lines has the highest rail 

network density, i.e. 3,369 km per 100,000 km2, among the OIC countries due to its relatively small 

land area. In comparison, Kazakhstan, with its 14,329 km rail length, which ranks it top among the 

OIC countries, has only a density of 531 km per 100,000 km2, due to its very large land area. Average 

network density of the OIC countries is equal to 426 km of railway per 100,000 km2 land area, which 

accounts almost half of that of developing economies, which averages at 740 km (COMCEC, COMCEC 

Transport and Communications Outlook 2018, 2018). 

 

Within the OIC region, there are more than 100 transport routes dispersed over the Arabian 

district, Asia and Africa regions. It should be noted that not all of these transport routes are 

transporting corridors (COMCEC, 2017). Table 7 lists transport routes and transport corridors in the 

OIC regions.  
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Table 4: The indexes for the quality of transport infrastructure 

Country 
Quality of 

overall 
infrastructure 

Quality of 
roads 

Quality of 
railroad 

infrastructure 

Quality of 
port 

infrastructure 

Quality of air 
transport 

infrastructure 
UAE 6.2 6.4 N/A 6.2 6.6 

Malaysia 5.3 5.3 5 5.4 5.7 
Bahrain 5.2 5.1 N/A 5.1 4.9 

Qatar 5.2 5.5 N/A 5.6 6.3 
Turkey 5 5 3 4.5 5.4 

Azerbaijan 5 4.8 4.7 4.7 5.6 
Saudi Arabia 4.9 4.8 3.3 4.7 4.9 

Oman 4.9 5.5 N/A 4.6 4.7 
Morocco 4.7 4.5 3.9 5 4.8 
Brunei 4.4 4.8 N/A 3.9 4.5 
Albania 4.3 4.3 1.2 4.1 4.1 
Jordan 4.2 4.1 2.2 4.5 5.4 

Tajikistan 4.2 4.1 3.7 2 4.3 
Kuwait 4.1 4.1 N/A 3.8 3.2 

Indonesia 4.1 4.1 4.2 4 4.8 
The Gambia 4.1 4.1 N/A 4.4 4.5 

Egypt 4 3.9 3.3 4.7 5.1 
Kazakhstan 3.9 2.9 4.1 3.2 4 

Iran 3.9 4 3.7 4 3.7 
Pakistan 3.8 3.9 3.3 4 4 
Tunisia 3.7 3.7 2.8 3.3 3.9 
Algeria 3.5 3.5 3.4 3.4 3.7 
Uganda 3.3 3.4 1.6 2.6 3.1 

Kyrgyz Rep. 3 2.7 2.4 1.4 3.1 
Bangladesh 2.9 3.1 2.9 3.6 3.3 

Senegal 2.9 3.7 2.2 4.4 4.2 
Mali 2.7 3.6 2.1 1.9 3.9 

Sierra Leone 2.6 3.2 N/A 3.3 2.8 
Mozambique 2.5 2.5 2.5 3.6 3.5 

Benin 2.4 2.9 1.4 3.9 3.4 
Lebanon 2.3 2.7 N/A 3.5 3.8 
Nigeria 2.3 2.5 1.5 2.8 2.9 

Cameroon 2.3 2.6 2.3 3.1 2.8 
Yemen 2.2 2.3 N/A 2.6 2.1 
Chad 1.8 2.6 N/A 2.6 3.1 

Mauritania 1.5 2 2.2 2.6 2.5 
WORLD AVG. 4.0 4.0 3.5 4.1 4.4 

OIC AVG. 3.7 3.8 2.9 3.8 4.1 
OIC Maximum UAE UAE Malaysia UAE UAE 
OIC Minimum Mauritania Mauritania Albania Kyrgyz Rep. Yemen 

Source: COMCEC Transport and Communications Outlook 2018 
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Table 5: LPI scores and ranks of the OIC countries 

Country 

Overall 
LPI 

Customs 
Infra-

structure 
Int. 

Shipment 
Logistics 
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& Tracing 

Timelines
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Germany 1 4.2 1 4.09 1 4.37 4 3.86 1 4.31 2 4.24 3 4.39 

UAE 11 3.96 15 3.63 10 4.02 5 3.85 13 3.92 13 3.96 4 4.38 

Qatar 30 3.47 38 3 27 3.38 9 3.75 31 3.42 30 3.56 36 3.7 

Malaysia 41 3.22 43 2.9 40 3.15 32 3.35 36 3.35 47 3.15 53 3.46 

Oman 43 3.2 44 2.87 39 3.16 36 3.3 49 3.05 66 2.97 29 3.8 

Indonesia 46 3.15 62 2.67 54 2.9 42 3.23 44 3.1 39 3.3 41 3.67 

Turkey 47 3.15 58 2.71 33 3.21 53 3.06 51 3.05 42 3.23 44 3.63 

Côte d'Ivoire 50 3.08 51 2.78 56 2.89 45 3.21 37 3.23 49 3.14 71 3.23 

Saudi Arabia 55 3.01 66 2.66 43 3.11 56 2.99 57 2.86 46 3.17 67 3.3 

Bahrain 59 2.93 63 2.67 68 2.72 55 3.02 58 2.86 60 3.01 68 3.29 

Kuwait 63 2.86 56 2.73 45 3.02 98 2.63 67 2.8 96 2.66 59 3.37 

Iran 64 2.85 71 2.63 63 2.77 79 2.76 62 2.84 85 2.77 60 3.36 

Egypt 67 2.82 77 2.6 58 2.82 73 2.79 63 2.82 89 2.72 74 3.19 

Kazakhstan 71 2.81 65 2.66 81 2.55 84 2.73 90 2.58 83 2.78 50 3.53 

Benin 76 2,75 82 2,56 83 2,50 83 2,73 98 2,50 87 2,75 57 3,42 

Lebanon 79 2.72 106 2.38 73 2.64 705 2.8 104 2.47 74 2.8 77 3.18 

Brunei 80 2.71 73 2.62 89 2.46 113 2.51 77 2.71 88 2.75 80 3.17 

Jordan 84 2.69 88 2.49 70 2.72 119 2.44 93 2.55 84 2.77 76 3.18 

Maldives 86 2,67 105 2,40 71 2,72 94 2,66 125 2,29 104 2,60 64 3,32 

Albania 88 2,66 114 2,35 110 2,29 69 2,82 92 2,56 95 2,67 73 3,20 

Djibouti 90 2,63 113 2,35 60 2,79 118 2,45 135 2,25 72 2,85 85 3,15 

Burkina Faso 91 2.62 100 2.41 95 2.43 60 2.92 106 2.46 124 2.4 95 3.04 

Cameroon 95 2,60 90 2,46 76 2,57 63 2,87 87 2,60 118 2,47 142 2,57 

Mali 96 2,59 133 2,15 109 2,30 88 2,70 107 2,45 54 3,08 119 2,83 

Uzbekistan 99 2,58 140 2,10 77 2,57 120 2,42 88 2,59 90 2,71 91 3,09 

Bangladesh 100 2.58 121 2.3 100 2.39 104 2.56 102 2.48 79 2.79 107 2.92 

Uganda 102 2.58 76 2.61 124 2.19 78 2.76 99 2.5 123 2.41 110 2.9 

Tunisia 105 2.57 107 2.38 133 2.1 115 2.5 123 2.3 71 2.86 70 3.24 

Comoros 107 2.56 72 2.63 113 2.25 116 2.49 138 2.21 68 2.93 120 2.8 

Kyrgyz Rep. 108 2,55 55 2,75 103 2,38 138 2,22 114 2,36 99 2,64 106 2,94 

Morocco 109 2.54 115 2.33 93 2.43 103 2.58 101 2.49 112 2.51 114 2.88 

Nigeria 110 2.53 147 1.97 78 2.56 110 2.52 112 2.4 92 2.68 92 3.07 

Niger 110 2,53 147 1,97 78 2,56 110 2,52 112 2,40 92 2,68 92 3,07 

Algeria 117 2.45 138 2.43 96 2.42 122 2.39 113 2.39 103 2.6 124 2.76 

Togo 118 2.45 119 2.31 116 2.23 111 2.52 134 2.25 120 2.45 112 2.88 

Sudan 121 2,43 136 2,14 125 2,18 102 2,58 96 2,51 115 2,51 139 2,62 

Pakistan 122 2.42 139 2.12 121 2.2 97 2.63 89 2.59 136 2.27 136 2.66 

Chad 123 2,42 134 2,15 104 2,37 125 2,37 86 2,62 127 2,37 138 2,62 

Turkmenistan 126 2,41 111 2,35 117 2,23 136 2,29 120 2,31 107 2,56 130 2,72 

Guinea-Bissau 129 2.39 144 2.01 159 1.78 108 2.53 126 2.28 80 2.78 116 2.86 

Guyana 132 2.36 84 2.55 137 2.09 148 2.17 137 2.24 121 2.44 137 2.65 

Tajikistan 134 2,34 150 1,92 127 2,17 133 2,31 116 2,33 131 2,33 104 2,95 

Mauritania 135 2,33 128 2,20 112 2,26 145 2,19 144 2,19 119 2,47 134 2,68 

Senegal 141 2,25 130 2,17 118 2,22 128 2,36 149 2,11 150 2,11 145 2,52 

Somalia 144 2,21 145 2,00 157 1,81 100 2,61 121 2,30 140 2,23 157 2,20 

Guinea 145 2,20 93 2,45 160 1,56 132 2,32 152 2,07 91 2,70 160 2,04 
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Iraq 147 2,18 153 1,84 140 2,03 131 2,32 159 1,91 144 2,19 129 2,72 

Gabon 150 2,16 148 1,96 136 2,09 153 2,10 151 2,07 153 2,07 135 2,67 

Libya 154 2,11 149 1,95 115 2,25 159 1,99 153 2,05 160 1,64 123 2,77 

Sierra Leone 156 2,08 155 1,82 156 1,82 147 2,18 156 2,00 134 2,27 154 2,34 

Afghanistan 160 1,95 158 1,73 158 1,81 152 2,10 158 1,92 159 1,70 153 2,38 

Source: COMCEC Transport and Communications Outlook 2018 

 

Table 6: Socio-economic and Road Network Indicators 

Indicator Min Max Average 

Population (m) 0.345 (Maldives) 250 (Indonesia) 29 

GNI per capita ($) 400 (Niger) 86,790 (Qatar) 5,676 

Motorways (km) 0 (Albania) 3,891 (Saudi Arabia) 590 

Highways, main roads (km) 0 (Suriname) 38,570 (Indonesia) 11,534 

Secondary or regional roads (km) 0 (Togo) 113,451 (Egypt) 21,505 

Other roads (km) 0 (Suriname) 415,788 (Indonesia) 69,807 

Total length of roads (km) 88 (Maldives) 508,000 (Indonesia) 68,227 

Paved roads (%) 1 (Chad) 100 (Jordan) 52 

Paved roads (km) 88 (Maldives) 355,220 (Turkey) 35,740 

Non-paved roads (km) 0 (Jordan) 220,074 (Indonesia) 31,423 

Length of roads by GDP per/km 0.03 (Maldives) 300 (Uganda) 49 

Density of roads (km/km2) 0.005 (Sudan) 5.6 (Bahrain) 0.32 

Source: COMCEC Transport and Communications Outlook 2018 
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Table 7: The List of Transport Corridors within the OIC Countries 

Region Corridor Mode No. of Routes 

Middle East 
UNESCWA Road/ Rail 35 

INSTC Road/ Rail 1 

MASHREQ Road/ Rail 22 

Asian Region 

UNECA Road/ Rail 9 

SPECA Road/ Rail 1 

UNESCAP Road/ Rail 5 

TRACECA Road/ Rail 2 

CAREC Road/ Rail 5 

EURASEC Road/ Rail 1 

IRU/ NELTI Road/ Rail 3 

OSJD Road/ Rail 13 

SAARC Road/ Rail  

NELTI Corridors (IRU) Road/ Rail 3 

ECO Rail 7 

African Region 

UNECA Road/ Rail 20 

NTCA Road/ Rail 1 

CCTTFA Road/ Rail 1 

Dar El Salaam Corridor Road/ Rail 1 

Walvis Bay Corridor (WBCG) Road/ Rail 1 

Trans-Caprivi Corridor (TCC) Road/ Rail 1 

Trans-Cunene Corridor (TCuC) Road/ Rail 1 

Maputo Development Corridor Road/ Rail 1 

Abidjan-Lagos Corridor Road/ Rail 1 

Trans-African Highways Road/ Rail 9 

SADC Road/ Rail  

LAPSSET Road/ Rail 2 

Source: COMCEC (2017). 

 

The reason for the weak cooperation among the OIC members in establishing corridors has 

various factors. Some of these factors are weak governance of the corridors, weak authority or 

secretariat, high level of time and costs of exports, not aligned perspectives in developing a corridor, 

nonphysical barriers like unofficial payments (corruption and bribery), multiple checkpoints, high 

insurance and tax costs, physical barriers and not interoperability of the routes, and missing road 

links (COMCEC, 2017), (IDB, 2011; AASHTO, 2005). The key recommendations for improving the 

transport corridors in the OIC region are summarized in Table 8. 
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Table 8: Recommendations for Improving the Transport Corridors in the OIC 

Framework Area Key Actions 

Political and institutional 

factors  

 Transforming transport routes to transport corridors with a 
corridor secretariat  

 Develop a Corridor Treaty template for members to use or 
benchmark.  

 Corridor secretariat to disseminate the positive impacts of 
successful corridors to promote political integration  

Economic factors   Promoting simplification of business processes among member 
states  

Trade Facilitation  

 Reviewing the existing trade agreements to determine the 
incorporation of relevant elements to remove non-physical 
barriers to trade  

 Stimulate intra-trade along corridors  
 Increasing the efficiency of customs inspection by improving risk 

management techniques, green channeling, encouraging an 
advance manifest.  

 Developing an efficient trade statistic collection system  
 Promoting electronic single window facilities  

Social factors   Facilitating common passport  

Safety, security and legal 

liability  

 Developing a data collection system related to fatalities along the 
corridors  

Technical and operational 

factors  

 Improving road conditions  
 Improving rail interoperability  

Environmental and energy 

factors  

 Promoting intermodal transport  
 Improving logistics organization, coordination, and corridor route 

planning  
Source: COMCEC (2017). 
 

2.2 Formulation of Specific Operational Questions to Guide the Research and 

Address the Basic Problem 

In this section, we review the available methods used to assess transportation investments. Such 

methods can be categorized into (AASHTO, 2005): 

 Travel Demand Methods: Includes the traditional four-step models (trip generation, trip 

distribution, mode split, and traffic assignment). 

 Transportation Impact Methods: These methods determine the transportation-related 

benefits from the proposed improvements. These can consist of reduced highway 

maintenance costs, reduced operating costs, reduced shipper costs.  

 External Impact Methods: These methods include non-transportation benefits attributable to 

transportation improvements. These include land use, safety, security, and environmental. 
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 Economic Impact Methods: these methods convert the various impact measures into direct 

and indirect economic benefits. It includes input/output, regional simulation, and regression 

models. 

 Decision Methods: these methods include methods such as benefit-cost and internal rate of 

return, used to evaluate and help determine the best allocation of investments. 

 

Figure 11 :The Relationship of Assessment Methods  

 

Source: AASHTO (2005) 

 
The relationship of the abovementioned methods is given in Figure 11. The first three 

methods (travel demand methods, transportation impact methods, and external impact methods) 

focus on estimating the direct transportation and externality impacts of transportation, but economic 

impact methods concentrate on the estimate of direct economic benefits to industries and the 

broader societal macroeconomic impacts of jobs, income, and gross national (or domestic) product. 

Estimating the economic impacts of transportation investments typically follow the flow of concepts 

depicted in Figure 12. 
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Figure 12: Economic Impact Analysis Framework 

 

Source: AASHTO (2005) 

 

Once benefits have been identified, and where possible quantified, it is necessary to convert this 

information into investment decisions. While there is an element of subjectivity in this process, it is 

advised to establish a defensible, repeatable decision procedure where possible. Generally, 

alternatives analysis is the best method for evaluating large-scale projects, with the smaller elements 

within the alternative being justified individually using a financial methodology (e.g., benefit-cost 

ratio or internal rate of return or IRR). A capital plan then offers an excellent framework to deliver 

the vision created during the alternatives analysis planning process (AASHTO, 2005).  

 

2.3 Major Actors, Approaches, and Trends 

In this part, we first review some significant trade and business related indices that present the 

status of OIC member countries concerning each index. Afterward, we review the freight 

conventions. 

 

2.3.1 Logistics Performance Index (LPI) 

The Logistics Performance Index (LPI) indicates the relative ease and efficiency with which products 

can be moved into and inside a country. The LPI measures performance along the logistics supply 

chain within a country and offers two different perspectives; international and domestic. 

Transportation 
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Capacity and preservation 
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Travel time & cost 
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Direct Economic Benefits 

Reduced cost of doing 
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International LPI provides qualitative evaluations of a country in six areas customs and border 

management clearance, quality of infrastructure, ease arranging shipments, quality of logistics 

services, tracking and tracing, and timeliness of delivery. Domestic LPI provides both qualitative and 

quantitative assessments of a country by logistics professionals working inside it. It includes detailed 

information on the logistics environment, core logistics processes, institutions, and performance 

time and cost data. (LPI, 2016). The LPI score of OIC member countries in 2016 is given in Table 9. 

 

2.3.2 Enabling Trade Index (ETI) 

The Enabling Trade Index (ETI) measures the factors, policies, and services that facilitate the trade in 

goods across borders and to the destination. It is made up of four sub-indices (ETI, 2016): 

 Market access 

 Border administration 

 Transport and communications infrastructure 

 Business environment  

 

The ETI score of OIC member countries in 2016 is given in Table 10.  

  



49 

 

Table 9: The LPI Score of OIC Member Countries in 2016 

Country Score 
Global 
Rank 

Country Score Global Rank 

United Arab Emirates 3.94 13 Maldives 2.51 104 

Qatar 3.60 30 Mali 2.50 109 

Malaysia 3.43 32 Tunisia 2.50 110 

Turkey 3.42 34 Benin 2.43 115 

Bahrain 3.31 44 Albania 2.41 117 

Oman 3.23 48 Uzbekistan 2.40 118 

Egypt 3.18 49 Guinea-Bissau 2.37 128 

Saudi Arabia 3.16 52 Guinea 2.36 129 

Kuwait 3.15 53 Senegal 2.33 132 

Uganda 3.04 58 Djibouti  2.32 134 

Indonesia 2.98 63 Libya 2.26 137 

Jordan 2.96 67 Turkmenistan 2.21 140 

Pakistan 2.92 68 Gabon 2.19 143 

Brunei 2.87 70 Chad 2.16 145 

Algeria 2.77 75 Kyrgyzstan 2.16 146 

Kazakhstan 2.75 77 Cameroon 2.15 148 

Burkina Faso 2.73 81 Iraq 2.15 149 

Lebanon 2.72 82 Afghanistan 2.14 150 

Mozambique 2.68 84 Tajikistan 2.06 153 

Guyana 2.67 85 Sierra Leone 2.03 155 

Morocco 2.67 86 Mauritania 1.87 157 

Bangladesh 2.66 87 Somalia 1.75 158 

Nigeria 2.63 90 Syria 1.60 160 

Togo 2.62 92 Azerbaijan #N/A #N/A 

Cote d'Ivoire 2.60 95 Gambia #N/A #N/A 

Iran 2.60 96 Palestine #N/A #N/A 

Comoros 2.58 98 Suriname #N/A #N/A 

Niger 2.56 100 Yemen #N/A #N/A 

Sudan 2.53 103    

Source: The Logistic Performance Index Report, 2016. 
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Table 10: The ETI Score of OIC Member Countries in 2016 

Country Score 
Global 
Rank 

Country Score Global Rank 

United Arab Emirates 5.23 23 Nigeria 3.25 127 

Malaysia 4.90 37 Niger 3.25 127 

Bahrain 4.79 42 Sierra Leone 3.25 128 

Qatar 4.78 43 Gabon 3.24 129 

Jordan 4.73 45 Cameroon 3.20 130 

Oman 4.67 46 Mauritania 3.18 131 

Morocco 4.60 49 Iran 3.16 132 

Turkey 4.52 59 Yemen 2.95 134 

Albania 4.51 60 Chad 2.93 135 

Saudi Arabia 4.33 67 Burkina Faso #N/A #N/A 

Indonesia 4.30 70 Guyana #N/A #N/A 

Azerbaijan 4.30 71 Togo #N/A #N/A 

Brunei 4.27 72 Cote d'Ivoire #N/A #N/A 

Uganda 4.11 84 Comoros #N/A #N/A 

Kuwait 4.07 87 Sudan #N/A #N/A 

Kazakhstan 4.05 88 Maldives #N/A #N/A 

Lebanon 4.03 90 Uzbekistan #N/A #N/A 

Tunisia 4.02 91 Guinea-Bissau #N/A #N/A 

Senegal 3.97 96 Guinea #N/A #N/A 

Gambia 3.95 99 Djibouti  #N/A #N/A 

Mozambique 3.88 104 Libya #N/A #N/A 

Kyrgyzstan 3.76 113 Turkmenistan #N/A #N/A 

Tajikistan 3.74 114 Iraq #N/A #N/A 

Egypt 3.72 116 Afghanistan #N/A #N/A 

Mali 3.71 118 Somalia #N/A #N/A 

Algeria 3.51 121 Syria #N/A #N/A 

Pakistan 3.51 122 Palestine #N/A #N/A 



51 

 

Country Score 
Global 
Rank 

Country Score Global Rank 

Bangladesh 3.48 123 Suriname #N/A #N/A 

Benin 3.48 124    

Source: The Global Enabling Trade Report, 2016. 

 

2.3.3 Global Competitive Index (GCI) 

The Global Competitiveness Index (GCI) assesses the ability of countries to provide high levels of 

prosperity to their citizens. It measures the set of institutions, policies, and factors that set the 

sustainable current and medium-term levels of economic prosperity. The twelve pillars of 

competitiveness in GCI are (GCI, 2017-2018):  

 Institutions 

 Appropriate infrastructure 

 Stable macroeconomic framework 

 Good health and primary education 

 Higher education and training 

 Efficient goods markets 

 Efficient labor markets 

 Developed financial markets 

 Ability to harness existing technology 

 Market size (both domestic and international) 

 Production of new and different goods using the most sophisticated production processes 

 Innovation  

 

The GCI score of OIC member countries in 2017-2018 is given in Table 11. 
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Table 11: The GCI Score of OIC Member Countries in 2017-2018 

Country Score 
Global 
Rank 

Country Score 
Global 
Rank 

United Arab Emirates 5.3 17 Mali 3.3 123 

Malaysia 5.2 23 Niger 3.3 125 

Qatar 5.1 25 Nigeria 3.3 125 

Saudi Arabia 4.8 30 Sierra Leone 3.2 130 

Azerbaijan 4.7 35 Mauritania 3.1 133 

Indonesia 4.7 36 Chad 3 135 

Bahrain 4.5 44 Mozambique 2.9 136 

Brunei 4.5 46 Yemen 2.9 137 

Kuwait 4.4 52 Burkina Faso #N/A #N/A 

Turkey 4.4 53 Guyana #N/A #N/A 

Kazakhstan 4.3 57 Togo #N/A #N/A 

Oman 4.3 62 Cote d'Ivoire #N/A #N/A 

Jordan 4.3 65 Comoros #N/A #N/A 

Iran 4.3 69 Sudan #N/A #N/A 

Morocco 4.2 71 Maldives #N/A #N/A 

Albania 4.2 75 Uzbekistan #N/A #N/A 

Tajikistan 4.1 79 Guinea-Bissau #N/A #N/A 

Algeria 4.1 86 Djibouti  #N/A #N/A 

Tunisia 3.9 95 Libya #N/A #N/A 

Bangladesh 3.9 99 Turkmenistan #N/A #N/A 

Egypt 3.9 100 Gabon #N/A #N/A 

Kyrgyzstan 3.9 102 Iraq #N/A #N/A 

Lebanon 3.8 105 Afghanistan #N/A #N/A 

Senegal 3.8 106 Somalia #N/A #N/A 

Uganda 3.7 114 Syria #N/A #N/A 

Pakistan 3.7 115 Gambia #N/A #N/A 

Cameroon 3.7 116 Palestine #N/A #N/A 
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Country Score 
Global 
Rank 

Country Score 
Global 
Rank 

Guinea 3.5 119 Suriname #N/A #N/A 

Benin 3.5 120    

Source: The Global Competitiveness Report, 2017–2018. 

 

2.3.4 World Competitiveness Ranking (WCR) 

The World Competitiveness Ranking (WCR) benchmarks the performance of 60 countries based on 

333 criteria measuring different facets of competitiveness. It includes economic performance (83 

criteria), government efficiency (73 criteria), business efficiency and infrastructure (115 criteria) 

(WCR, 2016). The WCR score of OIC member countries in 2016 is given in Table 12. 

 

2.3.5 Doing Business Index (DBI) 

The ease of doing business index (DBI) measures regulations directly affecting businesses and does 

not directly measure more general conditions such as a nation's proximity to large markets, quality 

of infrastructure, inflation, or crime. The DBI is calculated based on the average of the following 11 

factors of starting a business, dealing with construction permits, getting electricity, registering 

property, getting credit, protecting investors, paying taxes, trading across borders, enforcing 

contracts and resolving insolvency (DBI, 2018). The DBI score of OIC member countries in 2018 is 

given in Table 13. 

  



54 

 

Table 12: The WCR Score of OIC Member Countries in 2016 

Country Score 
Global 

Rank 
Country Score 

Global 

Rank 

Qatar 86.716 13 Mali #N/A #N/A 

United Arab Emirates 86.065 15 Niger #N/A #N/A 

Malaysia 83.048 19 Nigeria #N/A #N/A 

Turkey 66.551 38 Sierra Leone #N/A #N/A 

Kazakhstan 62.636 47 Mauritania #N/A #N/A 

Indonesia 62.376 48 Chad #N/A #N/A 

Jordan 56.875 53 Mozambique #N/A #N/A 

Saudi Arabia #N/A #N/A Yemen #N/A #N/A 

Azerbaijan #N/A #N/A Burkina Faso #N/A #N/A 

Bahrain #N/A #N/A Guyana #N/A #N/A 

Brunei #N/A #N/A Togo #N/A #N/A 

Kuwait #N/A #N/A Cote d'Ivoire #N/A #N/A 

Oman #N/A #N/A Comoros #N/A #N/A 

Iran #N/A #N/A Sudan #N/A #N/A 

Morocco #N/A #N/A Maldives #N/A #N/A 

Albania #N/A #N/A Uzbekistan #N/A #N/A 

Tajikistan #N/A #N/A Guinea-Bissau #N/A #N/A 

Algeria #N/A #N/A Djibouti  #N/A #N/A 

Tunisia #N/A #N/A Libya #N/A #N/A 

Bangladesh #N/A #N/A Turkmenistan #N/A #N/A 

Egypt #N/A #N/A Gabon #N/A #N/A 

Kyrgyzstan #N/A #N/A Iraq #N/A #N/A 

Lebanon #N/A #N/A Afghanistan #N/A #N/A 

Senegal #N/A #N/A Somalia #N/A #N/A 

Uganda #N/A #N/A Syria #N/A #N/A 

Pakistan #N/A #N/A Gambia #N/A #N/A 

Cameroon #N/A #N/A Palestine #N/A #N/A 
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Country Score 
Global 

Rank 
Country Score 

Global 

Rank 

Guinea #N/A #N/A Suriname #N/A #N/A 

Benin #N/A #N/A Mali #N/A #N/A 

Source: The IMD World Competitiveness Ranking Report, 2016. 
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Table 13: The DBI Score of OIC Member Countries in 2018 

Country Score 
Global 
Rank 

Country Score 
Global 
Rank 

United Arab Emirates 78.73 21 Nigeria 52.03 145 

Malaysia 78.43 24 Gambia 51.92 146 

Kazakhstan 75.44 36 Pakistan 51.65 147 

Brunei 70.6 56 Burkina Faso 51.54 148 

Azerbaijan 70.19 57 Mauritania 50.88 150 

Turkey 69.14 60 Benin 50.47 151 

Albania 68.7 65 Guinea 49.8 153 

Bahrain 68.13 66 Djibouti  49.58 154 

Morocco 67.91 69 Togo 48.88 156 

Oman 67.2 71 Comoros 48.52 158 

Indonesia 66.47 72 Sierra Leone 48.18 160 

Uzbekistan 66.33 74 Cameroon 47.23 163 

Kyrgyzstan 65.7 77 Suriname 46.87 165 

Qatar 64.86 83 Algeria 46.71 166 

Tunisia 63.58 88 Gabon 46.19 167 

Saudi Arabia 62.5 92 Iraq 44.87 168 

Kuwait 61.23 96 Sudan 44.46 170 

Jordan 60.58 103 Syria 41.55 174 

Uganda 56.94 122 Guinea-Bissau 41.45 176 

Tajikistan 56.86 123 Bangladesh 40.99 177 

Iran 56.48 124 Chad 38.3 180 

Guyana 56.28 126 Afghanistan 36.19 183 

Egypt 56.22 128 Libya 33.21 185 

Lebanon 54.67 133 Yemen 33 186 

Maldives 54.42 136 Somalia 19.98 190 

Mozambique 54 138 Cote d'Ivoire #N/A #N/A 

Senegal 53.06 140 Turkmenistan #N/A #N/A 
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Country Score 
Global 
Rank 

Country Score 
Global 
Rank 

Mali 52.92 143 Palestine #N/A #N/A 

Niger 52.34 144    

Source: Doing Business Report, 2018. 

 

2.4 Review Freight Conventions 

Here in this subsection, we briefly review the conventions that are related to the transport of goods 

throughout the world.  

 

2.4.1 Carnet TIR (Transport International Routier) 

The Convention on International Transport of Goods Under Cover of TIR Carnets (TIR Convention) is 

a multilateral simplify and harmonize the administrative formalities of international road transport. 

The TIR system not only covers customs transit by road but also a combination is possible with other 

modes of transport (e.g., rail, inland waterway, and even maritime transport), as long as at least one 

part of the total transport is made by road. Azerbaijan, Iran, and Turkey are Contracting Parties to 

the TIR Convention since 1975, in which TIR operations can be established. (UNECE, carnet TIR, 

1975) 

 

2.4.2 CMR Convention 

The CMR Convention is a United Nations convention relates to various legal issues concerning 

transportation of cargo by road. Based on the CMR, the International Road Transport Union (IRTU) 

developed a standard CMR waybill. Turkey Since 1995, the Islamic Republic of Iran since 1998 and 

Azerbaijan since 2006 have joined this convention. (UNECE, Convention on the Contract for the 

International Carriage of Goods by Road (CMR), 1956) 

 

2.4.3 Hague-Visby Rules 

The Hague-Visby Rules is a set of international rules for the international carriage of goods by sea. 

Under the Rules, the carriers’ main duties are to "properly and carefully load, handle, stow, carry, 

keep, care for, and discharge the goods carried" and to "exercise due diligence to make the ship 

seaworthy" and to "properly man, equip and supply the ship." The carrier's duties are not "strict," but 

require only a reasonable standard of professionalism and care. By contrast, the shippers have fewer 

obligations: (i) to pay freight; (ii) to pack the goods sufficiently for the journey; (iii) to describe the 

goods honestly and accurately; (iv) not to ship dangerous cargoes (unless agreed by both parties); 

and (v) to have the goods ready for shipment as agreed. (Wikipedia, Hague–Visby Rules, 1924) 
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Although the Hague-Visby Rules are globally accepted rules, the United States and the United 

Kingdom have adopted their version, namely as US COGSA and English law by the Carriage of Goods 

by Sea Act 1971. 

2.4.4 Carriage of Goods by Sea Act 

The Carriage of Goods by Sea Act (US COGSA) statute governs the rights and responsibilities among 

shippers of cargo and ship-owners regarding ocean shipments to and from the United States. It is the 

U.S. enactment of the International Convention Regarding Bills of Lading, commonly known as the 

"Hague Rules." This "package limitation" has become one of the most contentious and litigious areas 

in the field of cargo damage, particularly as it relates to the transportation of goods by ocean 

shipping containers. (Wikipedia, Carriage of Goods by Sea Act) 

 

The Carriage of Goods by Sea Act 1971 is a is the set of rules for the United Kingdom Act of 

Parliament. The Rules apply if: 

 the bill of lading is issued in a Contracting State, or 

 the carriage is from a port in a Contracting State, or 

 the contract (of carriage) provides that (the) Rules are to govern the contract. 

(Wikipedia, Carriage of Goods by Sea Act 1971, 1971)  

The countries of Iran and Turkey have accepted these rules since 1924, but Azerbaijan has so far 

failed to demonstrate its commitment to these rules. (Wikipedia, Hague–Visby Rules, 1924) 

 

2.4.5 Montreal Protocol 

The Montreal Convention (formally, the Convention for the Unification of Certain Rules for 

International Carriage by Air) is a multilateral treaty adopted to re-establish uniformity and 

predictability of rules relating to the international carriage of passengers, baggage, and cargo. It 

protects passengers by introducing a two-tier liability system that eliminates the previous 

requirement of proving willful neglect by the air carrier to obtain more than US$75,000 in damages, 

which should eliminate or reduce protracted litigation. 

Turkey has been party to the convention since March 2011 and Azerbaijan since April 2015, but the 

Islamic Republic of Iran has accepted other treaties instead of this protocol. (Wikipedia, Montreal 

Convention, 1999) 

2.4.6 Warsaw Convention 

The Convention for the unification of specific rules relating to international carriage by air, 

commonly known as the Warsaw Convention, is an international convention which regulates liability 

for international transport of persons, luggage, or goods performed by aircraft for reward. 
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As of 2015, the Warsaw Convention had been ratified by 152 states. 137 states had approved the 

Protocol to the Convention. (Wikipedia, Warsaw Convention, 1929) 

 

All three countries, Azerbaijan, Iran, and Turkey, have accepted the Warsaw Convention and are 

bound by its provisions, and the rules of the Convention are strictly enforced in these three countries. 

(ICAO, 1929) 

 

2.4.7 UNCTAD/ICC Rules for Multimodal Transport 

The ICC Uniform Rules for a combined transport document (ICC publication no 298) cover a part of 

the customary contents of a multimodal transport contract. Thus, an MTO wishing to use the rules as 

a basis for his multimodal transport contract would have to add other clauses dealing with matters 

such as optional stowage, routing, freight and charges, liens, both-to-blame collision, general average, 

jurisdiction and arbitration, and applicable law, to satisfy his particular needs. Such additions could, 

of course, also be made concerning matters covered by the rules, but only to the extent that they are 

not contradictory to it. (UNCTAD, 1992) 

 

2.4.8 FIATA Bill of Lading 

FIATA a non-governmental organization representing the interests of around 40,000 members who 

are mainly forwarding and logistics firms across 150 countries. It has created several documents and 

forms to establish a uniform standard for use by their members worldwide. These documents have 

an excellent reputation internationally and are recognized as documents of tradition and trust. The 

FIATA Bill of Lading is one of them. (FIATA) 

 

As noted above, there are many international conventions and protocols around the world on the 

harmonization and integration of existing laws and regulations on the road, maritime and air 

transportation. OIC members countries, as they have tremendous and widespread treasures with 

other countries in the world, have shown a great desire to become a party to these conventions and 

protocols. Their objective is to provide the necessary framework for having contributions in trade 

and transportation with other countries. Therefore, many OIC member countries have active 

participation in many of these conventions and international protocols.  

 

Here, concluding from this subsection, we summarize the membership status of OIC member 

countries in above mention freight conventions in Table 14. As it can be seen, the Troika are 

members of most the freight conventions which is a basis for further cooperation for them. 
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Table 14: The Membership Status of OIC Member Countries in Freight Conventions 

Country 

Freight Convention 

Carnet TIR 
CMR 

Convention 
Hague -Visby 

Rules 
Montreal 
Protocol 

Warsaw 
Convention 

Afghanistan √   √ √ 

Albania √     

Algeria √  √ √ √ 

Azerbaijan √ √  √ √ 

Bahrain    √ √ 

Bangladesh    √ √ 

Benin    √ √ 

Brunei    √ √ 

Burkina Faso      

Cameroon    √ √ 

Chad    √  

Comoros    √  

Djibouti    √  

Egypt   √ √ √ 

Gabon    √  

The Gambia   √ √  

Guinea    √ √ 

Indonesia √   √ √ 

Iran √ √ √  √ 

Iraq    √ √ 

Jordan √ √  √ √ 

Kazakhstan √   √ √ 

Kuwait √  √  √ 

Kyrgyzstan √ √  √ √ 

Lebanon √ √ √ √ √ 

Libya    √ √ 
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Country 

Freight Convention 

Carnet TIR 
CMR 

Convention 
Hague -Visby 

Rules 
Montreal 
Protocol 

Warsaw 
Convention 

Malaysia   √ √ √ 

Maldives    √ √ 

Mali    √ √ 

Morocco √   √ √ 

Mozambique      

Niger   √   

Nigeria    √ √ 

Oman    √ √ 

Pakistan √   √ √ 

Palestine √  √   

Qatar √   √ √ 

Saudi Arabia √   √ √ 

Senegal   √ √ √ 

Sierra Leone      

Somalia   √ √  

Sudan    √ √ 

Syria √  √ √ √ 

Tajikistan √   √  

Togo    √ √ 

Tunisia √ √  √ √ 

Turkey √ √ √ √ √ 

Turkmenistan √ √  √ √ 

UAE √   √ √ 

Uganda    √  

Uzbekistan √ √  √ √ 

Yemen    √ √ 

Source: Authors data gathering from different websites.  
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2.5 Best Practices and Success Stories 

In this section, we review the characteristics of the Maputo Corridor which is considered as a 

successful development corridor. Then, we provide some recommendations that can be useful while 

developing transport corridors in the OIC member countries. 

 

2.5.1 Introduction to Maputo Corridor 

The Maputo Corridor is a development corridor comprised of road, rail and oil pipeline. It was 

designed as a unique development initiative (SDI) in 1996 between South Africa and Mozambique 

but later expanded to include the three landlocked countries of Swaziland, Botswana, and Zimbabwe. 

Currently, it is managed by the Maputo Corridor Logistics Initiative (MCLI), a non- profit public-

private-partnership (PPP) without a share capital with members from both South Africa and 

Mozambique. The status of its vital infrastructure is as follows: 

 Ports: The Mozambican deepwater ports of Maputo and Matola are managed by the Maputo 

Port Development Company (MPDC) under PPP arrangement with the Government of 

Mozambique. The Port of Maputo currently includes General Cargo pier, cabotage terminal, 

container terminal, sugar terminal, petroleum terminal, molasses terminal. Port of Matola 

has a coal terminal and a grain terminal. 

 Roads: Under PPP arrangement, Trans African Concessions (TRAC) is responsible for 

building, operating and maintaining the N4 highway until 2028. The N4 highway is the first 

major infrastructure project completed since the implementation of the Maputo Corridor 

agreement. The Greater Witwatersrand cities of Johannesburg and Ekurhuleni are connected 

to the Maputo Corridor via the N12 highway, which connects to the N4 near Witbank. The N4 

also connects to Skilpadshek / Lobatse Border Post between Botswana and South Africa. The 

N4 becomes the EN4 in Mozambique and connects directly to the Ports of Maputo and 

Matola, thereby easing traffic congestion in the downtown Maputo area. 

 Rail: Three railway lines connect the Maputo port with its neighboring countries; the 

Ressano Garcia railway line provides a link with the border to South Africa, Limpopo line 

links Maputo port to Zimbabwe, and the Goba line connects Maputo to Swaziland. 

 New ports are also on the agenda: Marcuse for coal exports from Moatize; deepwater port at 

Techobanine, close to the South African border; and Palma north of Pemba. These new 

developments will provide additional links to the LLDCs in the sub-region (Africa Regional 

Report, 2015). 

 
The primary objectives of the Maputo Corridor are to rehabilitate the existing core infrastructure, 

attract investment to the corridor and the region, make it sustainable through relevant policies and 
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strategies, and to maximize the impact of investing in and developing the corridor. The corridor aims 

to produce benefits that include enhancing trade, opening up neighboring markets to one another 

and global markets, increasing cross-border tourism, encouraging private investment, and using the 

private-sector investment to displace the use of public sector resources. Furthermore, the corridor is 

expected to support the vision of regional economic integration. 

 

One of the most important mechanisms through which these objectives have been achieved is the 

Maputo Corridor Logistics Initiative (MCLI). The MCLI is a public-private-partnership (PPP) that 

operates in both South Africa and Mozambique and has been crucial in the coordination of activities 

and lobbying to address outstanding issues that act as constraints. The initiative has assisted in 

facilitating cooperation, allowed for networking, and enabled the resolution of logistical and 

operational issues by offering a platform through which all stakeholders can engage. 

 

Overall, the Maputo Corridor has had some positive impacts. These impacts include improved 

efficiency in reaching the border from inland provinces, safer and more reliable passage from the 

border to Maputo, and reduced operational inefficiencies. Nonetheless, there are still some 

constraints and challenges that have prevented the corridor from achieving its potential. 

 

2.5.2 Constraints and Challenges of Maputo Corridor 

The progress of the Maputo Corridor has been hampered by the limited operating hours of the 

border posts. Although improvements have been made to tackle this deficiency, the border post 

needs to extend its operating hours to bring it in line with the Maputo port to minimize backlogs. The 

current six-hour closure is creating traffic at the border and increasing transit times. According to the 

Chief Executive Officer of the MCLI, the port needs sustained freight volumes to make it viable and 

users need a one-day turnaround time to make it worth their while, especially considering that many 

users incur a double cost with their vehicles returning empty. Addressing this challenge would make 

the corridor more viable as a whole by increasing trade volumes and incentivizing the use of the 

Maputo port. Related to this are several operational constraints:  

 Although the one-stop border post has been implemented to a certain degree, constraints 

remain centered mainly on each government’s particular approach to the process of trade 

facilitation, and on security concerns.  

 The different flow of trade within the corridor, with South African exports being 120 times 

that of Mozambican imports, increases operational difficulties and logistics costs, especially 

as these are significantly higher than transit times and costs in more developed countries.  



64 

 

 The ongoing rail crisis in South Africa, with its unreliable and irregular service, further 

exacerbates the problem. Consequently, the MCLI has suggested that the ‘scope and 

competitiveness of transport services must be increased' by way of improved capacity, 

higher service levels, and more competitive rates. It has been echoed by USAID, which has 

highlighted the need for more locomotives and enhanced railway infrastructure. 

 Another constraint is the high prices set by Transnet Freight Rail for transporting goods on 

the Maputo line. Not only is this a barrier to easing the flow of goods in the Maputo Corridor, 

but it could also jeopardize the continued extension of the export terminal port in Maputo.  

 Finally, some stakeholders have suggested that an apparent lack of political will at the 

administration and implementation levels poses a significant challenge to furthering the 

Maputo Corridor initiative. 

 

2.5.3 Recommendations for Developing Transport Corridors in OIC Member Countries 

According to the strengths and weaknesses of the Maputo Corridor, the following recommendations 

can be useful while developing transport corridors in the OIC member countries (Bowland & Otto, 

2012). 

 Initiatives like the MCLI should be encouraged; they provide a platform for different actors 

and users (public and private) to coordinate their activities and to voice and address 

operational concerns. Such initiatives can help to increase the efficacy of operationalizing 

other corridors. 

 The involvement of PPPs should be promoted, as they can be of crucial importance for the 

success of other corridors. PPPs can provide financing for fiscally constrained countries and 

can play a strategic role in garnering the support and increased involvement of the private 

sector. 

 A long-term regional strategy for economic development and integration which addresses 

the envisioned role of development corridors, and how this will be realized, should be 

established. Streamlining strategy at a regional level will encourage better coordination of 

activities in establishing fully operational corridors. 

 Both public and private sector stakeholders should be well versed in the reasons for a 

corridor being pursued, to generate the required will and expeditiousness at various levels. 
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3 Analysis of Iran, Turkey, and Azerbaijan 

3.1 Collection of Data and Data Analysis 

The Troika with approximately 160 million adjacent residents encompasses about 2.1% of the world 

population. The Troika’s trade exceeds more than 10% of the OIC countries all by itself. In 2016, the 

share of imported products of Troika among OIC member countries was more than 16%. Also, the 

share of the Troika in the export of OIC member countries was more than 12% in 2016. Table 15 and 

Table 16 summarizes the significant role of Troika in the trade volume of OIC member countries over 

2014-2016. 

 

Table 15: Trade volume of Troika and OIC Member Countries over 2014-2016, $Billion 

Country Trade Type 2014 2015 2016 

Azerbaijan 

Imports 9 9 9 

Exports 22 11 9 

Total 31 21 18 

Iran 

Imports 52 55 43 

Exports 68 41 49 

Total 121 97 92 

Turkey 

Imports 242 207 199 

Exports 158 144 143 

Total 400 351 341 

OIC Members  

Imports 1855 1652 1578 

Exports 2254 1613 1547 

Total 4109 3265 3125 

Source: Trademap.org 
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Table 16: Trade share of Troika among OIC Member Countries over 2014-2016 (% of Total 

Volume) 

Country Trade Type 2014 2015 2016 

Azerbaijan 

Imports 0.4 0.6 0.6 

Exports 1.2 0.7 0.6 

Total 1.6 1.3 1.1 

Iran 

Imports 2.3 3.4 2.8 

Exports 3.7 2.5 3.1 

Total 6.0 5.9 5.9 

Turkey 

Imports 10.7 12.8 12.8 

Exports 8.5 8.7 9.0 

Total 19.2 21.6 21.9 

Source: Trademap.org 

 

Table 17 sums up the trade concentration score6 of the Troika. Export concentration score is the 

degree in which a country relies on a limited product group as sources of its exports, while import 

concentration score is the degree in which a country relies on a limited product group as sources of 

its imports (Babones & Farabee-Siers, 2012). The concentration score ranges from zero (well 

diversified) to one (highly concentrated). Turkey has a relatively well-diversified export, while Iran 

and Azerbaijan lack a well-diversified export portfolio. 

 

Table 17: Trade Concentration Score of the Troika, 2016 

Country Trade Type Concentration Score 

Azerbaijan 
Import 3% 

Export 78% 

Iran 
Import 14% 

Export 50% 

Turkey 
Import 3% 

Export 3% 

 

At the rest of this sub-section, we review the current status of the Troika concerning trade and 

transport in details. 

                                                 
6 Concentration score is calculated by squaring the share of each product class in an export or import composition of a country and them 
summing them up. This concept is derived from the Herfindahl-Hirschman Index  
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3.1.1 Iran 

Over 2001- 2016, Iran experienced a 7% growth in imports and a 5% growth in exports. In 2016, 

Iran imported 42.7 billion USD and exported 49 billion USD of products. Meanwhile, Iran’s 

concentration score of imports rose from 0.05 to 0.1. Also, its concentration score of exports grew up 

from 0.1 to 0.15. In other words, the country’s trade became more concentrated on a few products 

over 2001-2016, which means fewer partners contributed more shares in Iran’s trade. Over 70% of 

the imports and 80% of Iran’s exports are dependent on the eight partner countries. China, UAE, and 

South Korea are primary supply sources, while China, India, and Turkey are the top destinations of 

Iran’s export. Iran mostly imports machinery/electrical products and agricultural commodities. At 

the same time, Iran mostly exports raw materials and commodities such as crude oil, chemicals, and 

metals. Figure 13, Figure 14, Figure 15, Figure 16 and Figure 17 illustrate the trade status of Iran. 

 

Figure 13: Summary of Import and Export of Iran, $Billion 

 
Source: Trademap.org 
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Figure 14: Trade Partners of Iran – Import Sources (2016), $Billion 

 
Source: Trademap.org 

 

Figure 15: Trade Partners of Iran – Export Destinations (2016), $Billion 

 
Source: Trademap.org 
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Figure 16: The Composition of the Imports of Iran (2016), $Billion 

 
Source: Trademap.org 

 

Figure 17: The Composition of the Exports of Iran (2016), $Billion 

 

Source: Trademap.org 

 

The LPI score of Iran has been improved significantly in the past six years from 2012 to 2018. Since 

2012, the overall LPI rank of Iran has improved from 112th to 64th place. This enhancement is even 

better than what was planned in the “sixth development plan of Iran” and is achieved mainly by 

focusing on transportation development. The details are given in Table 18. 
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Table 18: LPI Rank of Iran (2012-2018)* 

Year LPI Rank 
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2018 64 71 63 79 62 85 60 

2016 96 110 72 88 82 111 116 

2012 112 126 100 115 87 108 138 

Source: Yearly LPI Reports by World Bank 

*Performance of Iran is not reported in 2014 

 

According to the information received from Mr. Sadeghi, the amount of cargo transit during the years 

was not stable. At its maximum level, it was around 10 million ton during 2015. However, this 

amount is decreased during the next years.  A significant amount of cargo transit through Iran is oil 

and oil products. After the downward trend of the oil price in the market, the amount of transit 

decreased. It was mostly the transit of the oil products starting from Kurdistan and passing Iran 

through Imam Khomeini port in the Persian Gulf.  However, the government is going to activate the 

other routes based on non-oil products to make a stable cargo transit through the country. The data 

of the cargo transit from through Iran is shown in Table 21. According to Sadeghi, the cargo transit is 

mostly done by road transportation. However, in some routes, rail is more active. The rail route is 

most active in the route from the Shahid Rajaee port to Turkmenistan borders, which connects the 

middle Asia countries to the Indian Ocean. It should be noted that the cargo transit of non-oil 

products is decreasing through Iran. It shows that the cargo transit through Iran is going to 

concentrate more on value-added products. For more detail information, the cargo transit statistics 

based on the cargo mode is presented in  

Table 19. More than 50% of the transit via Iran territory is connected to the ports. This shows the 

importance of ports in the southern pat of the Iran. Table 20 shows the amount of cargo transit via 

Iran based on the nationality of the road truck. As it can be seen, Turkish trucks are one of the active 

drivers in cargo transit from Iran. However, in current situation, they are mostly active in the road-

to-road segment which connects it to the eastern neighbors of the Iran.  
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Table 19: Transit statistics of Iran based on cargo and products type (ton, 2016) 

Transit Type Oil products Non-oil Products 
Sum 

Amount Percentage 
Road to Road (by 

Truck) 
398107 1959294 2357400 25.4 

Road to Port (Entry 
from land borders, 

exit from ports) 
2249846 355574 2605420 28.1 

Port to Road (Entry 
from ports, exit from 

land borders) 
192219 3984061 4176279 45.0 

Port to Port (by 
Truck) 

4101 138452 142553 1.5 

Sum 2844273 6437381 9281652  
Percentage 30.6 69.4 100  

Source: www.rmto.ir 

 

Table 20: Transit statistics of Iran based on cargo and nationality (ton, 2016) 

Nationality- 
Transit Type 

Road to 
Road 

Road to 
Port 

Port to 
Road 

Port to 
Port 

Sum Percentage 

Iran  804837 1299379 3581229 142553 5827998 62.8 
Iraq 32560 1230726 81 0 1263367 13.6 

Turkey  1048955 2908 351 0 1052214 11.3 
Afghanistan 13827 25658 558128 0 597614 6.4 
Azerbaijan 362728 182 0 0 362910 3.9 

Turkmenistan 6216 38229 26350 0 70795 0.8 
Kirgizstan 35614 1060 1094 0 37768 0.4 
Tajikistan 31885 6494 8709 0 47088 0.5 
Germany  6979 187 23 0 7189 0.1 
Pakistan 4160 159 0 0 4318 0.0 

Other 
countries 

9640 436 316 0 10391 0.1 

Sum 2357400 2605420 4176279 142553 9281652 100 
Percentage 25.4 28.1 45.0 1.5 100  

Source: www.rmto.ir 

 

Table 21:  Transit flow stats through Iran 2016-17, thousand tons 

 2016 2017 

Oil products (road) 1827 2844 

Non-oil products (Road) 5988 6437 

Oil products (rail) 171 58 

Non-oil products (rail) 971 1527 

Source: www.rmto.ir 

However, concerning other global indices like enabling trade index (ETI) and doing business index 

(DBI), the status of Iran is challenging. According to the global enabling trade report of 2016, the ETI 
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rank of Iran is 132 out of 134 studied countries, which show no significant tangible difference to its 

ranking in 2014. Similarly, Iran has been ranked 124th out of 190 countries in the World Bank‘s 

Doing Business 2018 report, down from 120th place the previous year. Despite the fall in the 

rankings, the report notes that over the previous years, Iran has improved its access to credit 

information. 

 

Iran has 83,485 kilometers of “inter-province” roads, which includes main roads, highways, freeways 

and access roads. There are over 11 million registered vehicles in Iran. In 2015, 1,536 and 6,621 

thousand tons of goods were imported to and exported from the country via roads. 

 

Iran’s first railway line, the Trans-Iranian railway, was built in the 1930s to connect the Caspian Sea 

at Bandar-e-Torkaman to the Persian Gulf at Bandar-e Imam Khomeini. The topography of Iran 

consists of rugged, mountainous rims surrounding high interior basins and this has played a 

significant role in stifling the development of a comprehensive railway network. In 2014, number of 

Iran's locomotives, passenger cars, and freight cars were 869, 2025, and 22715, respectively. In 

2015, 3,233 and 7,345 thousand tons of goods were imported to and exported from the country via 

railways. However, there are significant plans to invest and expand railway infrastructure with an 

expected investment of over 8 Billion USD in the coming five years. The ultimate goal is to increase 

total rail cover to over 25,000 kilometers by 2025. Currently, the main rail projects of Iran are rail 

connection with Turkmenistan and Kazakhstan, Iran-Azerbaijan rail connection, Iran-Iraq rail 

connection, Khaf-Herat (in Afghanistan) railroad. 

 

There are eight active international airports in Iran. In 2015, 32,312 and 32,918 tons of goods were 

imported to and exported from the country via airports. Imam Khomeini Airport, located 30 

kilometers south-west of Tehran, is the largest and most profitable one. In 2015, it handled over 6.5 

million passengers. According to the statistics published by Iran's Ministry of Transportation and 

Urban Development, there are 266 aircraft in Iran. However, only 108 of which are currently active 

and just 12 were built after the year 2000. There is an intention to modernize the air fleet, with 

nearly 550 planes likely to be purchased by 2025. After the adoption of the Joint Comprehensive Plan 

of Action (JCPOA), Iran Air put a purchase order of up to 100 modern aircraft. Also, there are 

development projects to increase the capacity of Tehran's Imam Khomeini International Airport. 

 

Almost 90 percent of Iran's foreign trade is taking place through its territorial waters. Consequently, 

marine transport is crucial for Iran. The country has 11 primary ports on the shores of the Persian 

Gulf, Gulf of Oman, and the Caspian Sea. In the Caspian Sea region, Anzali port, Amirabad port, and 
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Noshahr port are the most critical Iranian ports. About the Gulf of Oman, major Iranian ports include 

Jask port and the country's single port with access to the ocean, which is Shahid Beheshti port in 

Chabahar. In the Persian Gulf, Imam Khomeini port and Shahid Rajaei port are the most critical 

Iranian ports. The number of container ships is 159 with a total capacity of 5.2 million ton. In 2015, 

36,383 and 137,710 thousand tons of goods were imported to and exported to the country via 

marine transportation. The Islamic Republic of Iran Shipping Lines Group is the primary domestic 

player in this area, and following the adoption of the JCPOA, have announced their intention to be 

one of the world’s top 10 shipping lines by 2020.  

 

In Iran, there are seven free trade zones (FTZ). They are mainly located in areas with good access to 

the Persian Gulf and Sea of Oman in the south of the country or near the borders in the north west of 

the country. Table 22 sums up FTZs in Iran by their primary field and target markets. Also, there are 

plans to establish other seven FTZs to target Central Iraq, Afghanistan, Oman, and Indian Ocean 

countries, Qatar and Persian Gulf countries, Iraqi Kurdistan Region and Azerbaijan as well. 

 

Table 22: Free Trade Zones in Iran by Their Primary Field and Target Markets 

No. Name Main Field Target Markets 

1 Chabahar Re-export Oman, Pakistan, Indian Ocean countries 

2 Anzali Garment Industry Russia & Caspian Sea countries 

3 Aras Cellulosic Industries Caucasian countries 

4 Arvand Refinery Industries Iraq & Kuwait 

5 Maku Goods and Commodities transaction Turkey 

6 Gheshm Bio Technologies Persian Gulf countries 

7 Kish Offshore drilling technology Persian Gulf countries 

Source: www.freezones.ir 

 

Iran’s Customs Administration is a governmental organization under the supervision of the Ministry 

of Economic Affairs and Finance. The most critical strategies taken by Iran’s Customs Administration 

to facilitate trade are facilitation of procedure related to the process of promoting non-oil exports, 

cooperation with other organizations to provide and improve opportunities for the development of 

transit, decreasing customs formalities by implementing automated system for customs data, 

establishment of new customs offices at the essential places. 

 

According to Iran’s master plan of industries, issued by The Ministry of Industries, Mining and Trade, 

the country plans to boost non-oil exports to 180 billion USD, increase the cumulative share of the 

industrial, mining and trade sectors in the GDP to 35%, and to absorb 20 billion USD of foreign 
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investments by 2025. To reach these objectives, the strategies outlined in the master plan are as 

follow: 

 improving the competitiveness of enterprises, boosting foreign investments 

 merging the industrial and mineral enterprises to form larger units 

 development of knowledge-based and high-tech industries 

 diversifying the financial instruments 

 marketing and brand creation for national products 

 expanding the exploration, extraction, and production of strategic metals  

 developing of electronic trade and retail marketing. 

According to the document received from MR. Sadeghi, ten domestic corridors are planned in Iran in 

order to increase the synergy of domestic transport network with the international transport 

corridors. These corridors are main arteries with a total length of 16497 km. The respective 

information is given in the following: 

 Corridor No. 1: Connecting South West  to South East with a total length of 1919 Km 

 Corridor No. 2: Connecting center to West with a total length of 1094 Km 

 Corridor No. 3: Connecting North West to North East with a total length of 1971 Km 

 Corridor No. 4: Connecting North East   to Shoreline of North And border with a total length 

of 2410 Km 

 Corridor No. 5: Connecting North East to South East with a total length of 1922 Km 

 Corridor No. 6: Connecting East middle bar to South East with a total length of 830 Km 

 Corridor No. 7: Connecting Shoreline of North To center and shoreline of the south with a 

total length of 2280 Km 

 Corridor No. 8: Connecting the middle bar with a total length of 1395 Km 

 Corridor No. 9: Connecting corridor 3 to south-west with a total length of 1211 Km 

 Corridor No. 10: Connecting north-west to south-west with a total length of 1152 Km 

 

3.1.2 Turkey 

Over 2001-2016, Turkey has experienced 11% and 10.6% growth in its exports and imports, 

respectively. In 2016, Turkey imported more than 198 billion USD and exported 142.5 billion USD of 

goods. Turkey has developed a strong trade relationship with its partners; China, Germany, and 

Russia are Turkey's most important supply sources. Germany, the United Kingdom, and Iraq are its 

most important export destinations. In 2016, 52% of imports and almost 45% of exports in Turkey 

were done with eight countries, meaning that the country effectively has diversified its trade 

partners. Imports and exports concentration scores are respectively 0.05 and 0.036, which confirm 

this implication. Turkey produces various value-added products and is not dependent on exporting 
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the raw material. This country mostly imports machinery/electrical products and commodities like 

crude oil, chemicals, and metals. Figure 18, Figure 19, Figure 20, Figure 21 and Figure 22 illustrate 

the trade status of Turkey. 

 

Figure 18: Summary of Imports and Exports of Turkey, $Billion 

 

Source: Trademap.org 

Figure 19: Trade Partners of Turkey – Import Sources (2016), $Billion 

 
Source: Trademap.org 
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Figure 20: Trade Partners of Turkey – Export Destinations (2016), $Billion 

 
Source: Trademap.org 

 
Figure 21: Turkey- The Composition of Imports (2016), $Billion 

 

 Source: Trademap.org 
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Figure 22: Turkey- The Composition of Exports (2016), $Billion 

 
Source: Trademap.org 

The LPI score of Turkey in 2014 and 2016 shows a proper position of this country in the transport 

sector as a significant emerging market. Good transport infrastructure and well-developed logistics 

characterize the country. However, the average tariff rate increased from 5.1% to 6%, with a lower 

number of products entering the free of duty market. Also, the tariff structure became more 

complicated. As an emerging market, Turkey has a competitive commercial infrastructure. However, 

the government faces a continual challenge to meet the demands of a rapidly growing economy, and 

gives particular priority to major infrastructure projects, particularly in the transport and energy 

sectors (OJALA & Çelebi , 2015). 

 

Turkey developed the air sector in the previous decade. In 2002, near 715 thousand tons of 

international cargo were transported via air which reached 1.4 million tons in 2010 (Transportation 

in Turkey, Country Report, 2011). 

 

Over 70% of Turkey's boundaries consist of 4 seas: 

 

 The Black Sea which is located in the north of the country, 

 The Marmara which is located in the north west of the country, 

 The Aegean which is located in the west of the country, 

 The Mediterranean which is located in the south-southwest of the country. 
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Turkey has 172 ports and piers. Ports are divided into three categories regarding their 

owners/operators; public sector ports, ports/piers owned and operated by municipalities, and 

specialized ports owned by industrial complexes and private sector (private ports) (Yazgan & Herk, 

2015).  There are 21 public ports, 23 local ports and 128 specialized (private) ports in Turkey. 

According to 2017 data, 88,47% of Turkey’s international trade volume is realized by maritime 

transport. Also, the country's 8,433-kilometer coastline is covered with large and small ports, 182 of 

them international. İskenderun, Mersin in Mediterrenean region, İzmir in Aegean region and Gemlik, 

Kocaeli, Ambarlı ports in Marmara region are the main ports of the Turkey acts as an hub for 

Anatolia's products. 

 

The share of railways in freight transportation throughout Turkey is 5.3% (Transportation in Turkey, 

Country Report, 2011). Turkey has 12,532 kilometers (7,787 miles) of railways running between its 

western and eastern borders. The government has, however, began engaging in plans for both the 

modernization of existing lines and the addition of up to 2,000 kilometers (1,240 miles) to the 

existing railway. 

 

The highway transport system carries about 90 percent of passenger transport and over 90 percent 

of the land transport of products in Turkey. The country's road network is extensive, with over 

382,000 kilometers of roads. The government has made strenuous efforts to extend and improve its 

road network, especially in the building of additional motorways. Generally, 37% of the total road 

network (24.813 km) is dual carriageway (Benchmarking Transport Infrastructure Construction 

Costs, 2017). 

 

There are currently 15 out of 20 free trade zones (FTZs) in Turkey that are established in territories 

with seaports and sea connections (Mum, 2009). The total trade volume of FTZs was 19 billion USD 

at the end of 2016 (Bayraktar & Güngör, 2017). Essential trade partners of Turkey’s FTZs are the EU 

member countries, other OECD countries, North Africa, the Middle East, and the Commonwealth of 

Independent States. 

 

Turkey tries to develop modern international platforms to integrate itself with Europe to the 

Caucasus, the Middle East, and Central Asia. Construction of a highway tube tunnel for vehicles, 

connecting Europe and Asia under the Istanbul Strait is initiated as a part of the Marmaray project 

(Efe & Cürebal, 2011). The Istanbul Strait Highway Tube Tunnel Project will be a two-lined and two-

floored highway.  

 

http://www.nationsencyclopedia.com/knowledge/Road_transport.html
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3.1.3 Azerbaijan 

Azerbaijan is a strategic-positioned country, which favors from crude oil exports. In 2001-2016, it 

experienced a 13% annual growth in imports and 10% yearly growth in exports. In 2016, 17.6 billion 

USD total trade of Azerbaijan consists of 8.5 billion USD imports and 9.1 billion USD  exports. In 2016, 

Azerbaijan traded with 135 countries worldwide. However, two third of its imports and exports are 

from/to only countries. Russia, Turkey, and China are the biggest exporters to this country, while 

Italy, Turkey and Taipei, China are the largest importers from Azerbaijan. Calculations based on 

Herfindahl-Hirschman Index (HHI) shows that Azerbaijan has augmented its export concentration 

score from 0.34 in 2001 to 0.08 in 2016, meaning that export destinations of Azerbaijan are more 

diversified than they were in 2001. Azerbaijan exports composition is highly unbalanced due to a 

significant share of crude oil in its exports portfolio, which is about 88% of total dollar value in 2016. 

Unlike the concentrated nature of exports in Azerbaijan, its imports composition is well diversified. 

Figure 23, Figure 24, Figure 25, Figure 26  and Figure 27 illustrate the trade status of Azerbaijan.  

 

Figure 23: Summary of Import and Export of Azerbaijan, $Billion 

 
Source: Trademap.org 
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Figure 24: Trade Partners of Azerbaijan – Import Sources (2016), $Billion 

 
 Source: Trademap.org 

Figure 25: Trade Partners of Azerbaijan – Export Destinations (2016), $Billion 

 
 Source: Trademap.org 
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Figure 26: Azerbaijan - The Composition of Imports (2016), $Billion 

 
 Source: Trademap.org 

 
Figure 27: Azerbaijan - The Composition of Exports (2016), $Billion 

 
Source: Trademap.org 

The main strength of Azerbaijan in that the government fully supports any development in the 

logistics. According to the statistics received from Mr. Rufat Bayramov, Azerbaijan is 118 out of 167 

using the Logistics Performance Index (LPI). It lags, its regional partners. The country wants to be 

60th by 2020 and 30th by 2025.  
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In 2010, the Republic of Azerbaijan, with a score of 3.88 of ETI out of 7, achieved the 70th place 

among the 125 countries (Lawrence, Hanouz, & Doherty, The Global Enabling TradeReport 2010, 

2010). The country showed excellent performance regarding the efficiency of customs 

administration (38th out of 125), but in the field of efficiency of import-export procedures and 

transparency of border, it had a lower performance than other countries (Lawrence, Hanouz, & 

Doherty, The Global Enabling TradeReport 2010, 2010). In 2012, about access to domestic and 

foreign markets, Azerbaijan showed a fragile performance than in the same period in 2010. 

Regarding the efficiency of export-import procedures, the process has changed, meaning that 

Azerbaijan has been able to improve its export and import trends in 2012 compared to 2010 

(Hanouz, Geiger, & Doherty, 2014). Also, there have been some noticeable improvements in the field 

of transportation and communications infrastructure (Lawrence, Drzeniek-Hanouz, & Doherty, The 

Global Enabling Trade Report 2012, 2012). It can be seen that the quality and availability of 

infrastructure has improved during these two years. In 2014, regarding access to domestic and 

foreign markets, Azerbaijan had generally managed to maintain a position above the world average. 

It can be concluded that the goods produced in Azerbaijan are mostly export-oriented, and the 

tendency of approaching foreign markets to transfer these produced goods to those markets is more 

than the Azerbaijani markets (Lawrence, Drzeniek-Hanouz, & Doherty, The Global Enabling Trade 

Report 2012, 2012). In terms of border administration (efficiency and transparency of border 

administration), Azerbaijan, with a score of 3.8 out of 7 in 2014, showed a dramatic increase from 

2012 (3.1 out of 7), which has drastically reduced its country's 13-step border administration ranked 

among 138 countries and caused this country ranked 94th (Hanouz, Geiger, & Doherty, 2014). In 

2014, the most critical factors that were considered as barriers to exports included identifying 

potential markets and buyers and access to trade finance (Hanouz, Geiger, & Doherty, 2014). The 

most important factors preventing the import of goods to Azerbaijan were burdensome import 

procedures and corruptions at the borders (Hanouz, Geiger, & Doherty, 2014). Note that there is a 

lack in connectivity of various transportation modes in Azerbaijan. Intermodal facilities are in need 

of improvement and modernization. The report points out at skewed freight flows, with imports 

exceeding exports (when not considering petroleum products). 

 

According to the statistics received from Mr. Rufat Bayramov, the sector is going to reform the 

logistics environment positively as follow: 

 Customs procedures: recent changes in customs regulations to simplify the process and 

reduce waiting times; a pilot project for an electronic declaration of imports, exports, transit 

goods which resulted in a reduction in customs declaration costs by order of magnitude; 

more work is needed in improving customs procedures. 
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 Transit traffic: MoE established a goal of reducing transit traffic costs by 40 percent for 

trucks to/from Kazakhstan and Turkmenistan; Coordinating Council for Transit Freight in 

2015 

 Investment in infrastructure: GoA has reported that US$15bn has been invested in the 

transport sector to modernize roads, railways, bridges, seaports, airport over the last decade. 

 More work needed on the soft side of transit traffic: harmonize standards, paperwork, tariffs. 

 Specific border points need improvement. Automation and an integrated approach are 

required for the Georgia-Azerbaijan border. More specifically – the establishment of a one-

stop shop is needed. 

 Industry modernization: need to develop professional logistics companies and modernize 

the road freight industry. 

 Some key projects include the ports of Baku and Alat, the Baku-Tbilisi-Kars railway project, 

the Rasht-Astara railway project, investment in streamlining of logistics operations, and 

transformation of Baku into a regional trade hub by establishing trade centers in Baku and 

other cities around the country.  

 

The volume of cargo transit it in Azerbaijan is mostly in rails way. According to the statistics received 

from Mr. Rufat Bayramov, the railway is the primary mode of international transit cargo through 

Azerbaijan. Azerbaijan railways carried a total of 17.1 million tons in 2015 (23.4 percent domestic 

cargo, 32.2 percent imports, 21.4 percent export, 23 percent transit cargo). The categorization of the 

transit volume is as shown in Table 23. The total transit freight (1st half 2018)  is equal to 3,941 

thousand tons. According to the statistics, this trend was the same in previous years.  The ratio of 

cargo transit by railway through Azerbaijan was 30, 28 and 25 percent in during the years 2013-

2015. It shows the importance of the railway in cargo transit.  
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Table 23:  Transit flow stats Jan – Jun 2018 (non-oil products) thousand tons 

Region Volume 

Total by ADY (Azerbaijan Railways) 856 

North-South (and vice versa) 80 

South – West (and vice versa) 20 

North – West 304 

West – Turkmenistan (and vice versa) 103 

West – Kazakhstan (and vice versa) 304 

TIRs (taken by ferry and Ro-Ro) 112 

Alat Sea Port 28 

Baku Sea Port 84 

Source: Data Received from Azerbaijan 

 
Azerbaijan’s ports, however, are dominated by the transit of goods. According to the statistics 

received from Mr. Rufat Bayramov, seaports transported a total of 6.1 million tons of cargo (0.5 

million tons of imports/exports and 5.6 tons of transit cargo), representing 59 percent of total cargo 

transportation. Most commodity flows consist of dry bulk such as coal, refined oil products and coke, 

mineral products, and agricultural products, and liquid bulk such as crude petroleum. However, in 

both railways and ports, container traffic is relatively limited.  

According to the documents received from Mr. Rufat Bayramov, Head of Office of “coordination 

council of the Republic of Azerbaijan on transit freight,”: 

Over the past ten years, large investments have been made in the development of the transport 

infrastructure and services in Azerbaijan particularly in the road and railways sector, resulting in 

significant improvements in the country’s physical connectivity. The World Bank and other IFIs have 

funded projects. They include the upgrading of the M2 and M4 highways, which connect Baku with 

the border of Georgia and form the East-West highway corridor, a principal artery of the CTC. Other 

major projects include the development of a greenfield port complex at Alat and the construction of 

the Baku-Tbilisi-Kars (BTK) railway, which connects Azerbaijan and Georgia with Turkey. The BTK 

railway was recently inaugurated in Baku and creates a rail corridor from the Caspian Sea to Europe 

via Turkey. 

 

According to the Strategic Roadmap for development of logistics and trade in the Republic of 

Azerbaijan strategic which is received from Mr. Rufat Bayramov, international transportation 

through the territory of Azerbaijan is mainly done by railroad: 

First of all, the Baku International Trade Port's automobile and railway linkages will be streamlined 
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in order to ensure effective integration with the Heydar Aliyev International Airport and the 

country's internal trade network. Automobile road construction and overhaul will be the key priority 

task in order to improve inter-regional linkages, and railway connections will be established once the 

cargo transportation volumes reach the level of cost-effectiveness. It will be followed by the setup of 

new logistics and trade centers in borderline areas (for example, the Red Bridge, Astara, Khachmaz) 

to help realize the goals and objectives set.  

 

It worth mentioning that the transshipment ratio for those goods traveling by rail in Azerbaijan was 

23 percent in 2015, compared with 71 percent for railways in Georgia. 

 

Azerbaijan has a relatively developed infrastructure, which includes about 2944 kilometers of 

railroads, and six international airports. Baku port is the largest port in the Caspian Sea region.  

Throughout the centuries, the port of Baku served as a bridge between East and West, settling the 

ancient Silk Road as well as the North-South transport corridor linking Northern Europe and Russia 

to the Middle East and South Asia. Later this route was used by foreign merchants from Russia, 

Europe, India, and other countries. At present, this port serves as a major logistics hub in the Caspian 

Sea, serving the European and Asian markets, as well as part of the broad international logistics 

network connecting Europe and Asia. As part of the ATZ special economic zone, it includes some 

components such as cargo parking, international logistics center and local logistics center. The new 

free trade zone (ATZ) in Alat settlement will play a leading role in the international freight 

forwarding and Europe-Asia logistics chains, and the promotion of local production will be an 

exceptional service in the world of which has been made by Azerbaijan. The ATZ, which includes the 

new port of Baku (Alat settlement) will be located in the initial stage at 4 square kilometers and then 

in 10 square kilometers. It is intended to create value-added products and services. 

 

The new port in Alat is a transport hub that connects the country with the west (Mostly, Turkey and 

the EU), the south (Mostly, Iran and India) and the north (Russia). Also, the location of new harbor 

intersects with existing cars and railways linking the country's interior. All three international 

railway lines of Azerbaijan cross Alat: 

 

 The railway line from Baku to Russia and north-west 

 Georgia, the Black Sea coast and the railway line extending westward from Turkey. 

 The railway line is extending southward to the Iranian border. 

 

Azerbaijan’s road grid consists of two major highways, in addition to secondary and local roads: first, 

the east-west highway between Baku, the country’s capital, and the Georgian border, and second, the 
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north-south highway running from the Russian Federation border to the Iranian border via Baku. 

The east-west highway, which is about 500 kilometers long, is one of Azerbaijan’s main transport 

highways to the western region and for external trade. 

 

Due to the strategic plan of Azerbaijan in using transportation and logistics as a facilitator of 

economic growth, the government of Azerbaijan concentrated in developing institutions for the 

management of all the affairs related to this sector.  According to the documents received from Mr. 

Rufat Bayramov, Head of Office of “coordination council of the Republic of Azerbaijan on transit 

freight,”: 

In 2015, the establishment of the Coordinating Council of the Republic of Azerbaijan on Transit 

Freight under the Ministry of the Economy aimed at improving transit conditions, simplifying border 

customs procedures, harmonizing tariffs and fostering regional cooperation. The establishment of 

the Council follows the adoption of a new customs code in 2012 which has resulted in an 

improvement in time, cost and transparency at Azerbaijan’s border crossings.  

The Azerbaijan Customs Committee has undertaken an extensive customs reform program yielding 

positive results. The program included improving legislation, decreasing documentation burden for 

shippers, implementing a trusted shippers program, simplifying transit procedures, improving 

information flow between neighboring countries, implementing a risk-based customs assessment 

program, improving infrastructure, and improving adherence to international treaties and 

agreements. The Customs Committee is also looking to join the Common and Union Transit System 

(NCTS), an EU Customs System, in order to further simplify transit procedures. In order to take these 

improvements to the next level, investment is needed for infrastructure improvements, such as a 

common border crossing point with Georgia and hardware improvements to existing inspection 

facilities (e.g., cargo scanners). 

A Single Window concept has been implemented as a way to simplify import-export and transit 

processes, reducing the documentation burden for shippers and promoting greater efficiency. In 

2016 the Azerbaijan State Customs Committee implemented a pilot project for an electronic 

declaration of imports, exports, and transit goods. The e-declaration has resulted in: measurable 

improvements in the time required for clearance reduced corruption and bureaucratic hurdles, as 

well as increased transparency. 

 

3.2 General Description of Troika Corridor 

As it is stated in Chapter 1, the Troika Corridor is located in the intersection of two West Asian 

corridors, which are International North-South transport corridor and Euro-Asian transport route. In 

this chapter, we will analyze the potential capacity of Troika for transit issues in these routes. Firstly, 
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the market size for the cargo transit that may pass through the Troika’s corridor will be analyzed and 

evaluated. To be more specific, it is necessary to identify target countries of the corridor, which their 

trade may pass through it. Then, a general scheme of current trade of those countries, trends, and 

potential growth rates are surveyed. Since all target markets are not big players, the countries with a 

significant amount of trade, which are challenges, are identified. It helps us to concentrate on the 

most critical bilateral trades that can be transported via Troika Corridor. 

 

The Troika Corridor proposes land transportation instead of maritime transportation for these trade 

routes. Although land routes reduce transportation time, transportation costs would be increased. It 

is evident that transporting all types of product through the corridor is not economically feasible. By 

assessing and categorizing the cargo type using a harmonized system (HS), we will filter the cargos, 

which most likely would be transported via the Troika Corridor. By profoundly analyzing the amount 

of weight, value and then the value to weight ratio of each cargo category, the market size of the 

Troika Corridor will be recognized.  

 

Since the Troika will benefit from the transit of cargos throughout its region, the expected revenues 

form transit affairs are calculated. The benefits are calculated both for each country and for the 

whole Troika. In order to estimate the required investment and operational costs to activate the 

Troika Corridor, the infrastructure gap between the current status and status required for absorbing 

cargo to the Troika Corridor is must be estimated. So, all of the bottlenecks in Troika member 

countries are surveyed, and total required investment costs are estimated. Also, the operational costs 

of the Troika Corridor are estimated. Finally, using the benefits and costs, the economic indices like 

benefits to costs ratio (B/C), the net present value (NPV), and internal rate of return(IRR) of the 

Troika Corridor are calculated for each country and the whole corridor. 

 

Cost-benefit analysis has been used since 50's in infrastructure projects. However, the advent of 

computers made significant advancements in using this method across various types of projects 

including rail, road, and multi-modal corridors (Pearce, Atkinson, & Mourato, 2006). For example, the 

feasibility study on the development of dedicated freight corridor for Delhi-Mumbai and Ludhiana-

Sonnagar in India used this method as part of the project. Several institutions are widely promoting 

this method like World Bank, Asian Development Bank (ADB), and the Organization for Economic 

Cooperation and Development (OECD). This tool shares a common perspective between different 

stakeholders and lets them appraise the project with different assumptions.   

 

We divide the target market of the Troika Corridor into two groups: 



88 

 

 Countries that are in the northern part of the corridor that includes east European countries 

and Russia, which in this study, we refer to them as “Northern Countries.” 

 Countries that are in the southern part of the corridor that includes the countries in the 

Persian Gulf and the Indian Ocean regions, which in this study, we refer to them as “Southern 

Countries.” 

 

Nine countries in the northern part of corridor are selected including Greece, Bulgaria, Romania, 

Ukraine, Russia, Azerbaijan, Armenia, Georgia and Turkey as well as ten other in the southern part of 

corridor including Iran, Saudi Arabia, United Arab Emirates, Kuwait, Qatar, Oman, Pakistan, India, 

Bangladesh, and Sri Lanka. Figure 28 depicts these target countries. 

 

Figure 28: Target Countries of the Troika Corridor 

 

3.3 Cargo Estimation 

In 2016, the 19 countries in the northern and southern parts of the corridor had 1,188 billion USD of 

trade, which is 7.3% of global trade of that year. In 2001-2016, the total trade grew 8.9 percent 

annually (see Figure 29). Figure 30 represents an overview of trade exchanges of these countries 

over 2001-2016. There is a sharp rise in the total amount of trade in these countries in the first 

decade of the 21st century except for a considerable shock in the 2008 great recession. There are also 

descending in 2015 and 2016, mainly due to commodities7 prices went down. According to the 

World Economic Forum, a combination of oversupply and weak demand wreaked havoc on the 

                                                 
7 A commodity is any homogenous good traded in bulk on an exchange. Grain, precious metals, electricity, oil, beef, orange juice, and 
natural gas are traditional examples of commodities (investinganswers.com). 
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natural resources industry. The growth slowdown in China and other emerging economies such as 

Brazil reduced demand for natural resources like steel, iron ore and crude oil. 

 

Meanwhile, on the supply side, cheap borrowing costs and a failure to predict China’s slowdown led 

producers to expand too much in these years. Table 24 summarizes an overview of trade relations of 

target countries over 2014-2016. The critical point is when the share of bilateral trade among these 

countries rose from 2.2 to 3.8 percent of their global trade during the 2014-2016 period, which 

means trade relations of these countries were getting stronger over the time. The table shows that 

the bilateral trade that may use the Troika Corridor for transit is more than 47 billion USD in 2016. 

Table 25 summarizes the trades of target countries based on their regions. As it can be seen in the 

Table 25, there are strong ties between Anatolia region and another region concerning trade volume. 

So, Anatolia can benefit from Troika both in facilitating its trade and in transit affairs. Table 26 and 

Table 27 shows the imports and exports of the target markets that are located in the north of the 

Troika region, respectively. Figure 31 summarizes the trade balance among the countries in the 

north and the south of the Troika. It shows that during 2001-2016, northern countries have positive 

trade balances compared to the southern countries, except for one year. 

 

Figure 29: Global Trade of Northern and Southern Countries, $Billion vs. North-South Bilateral 

Trade, % of Global Total Trade (2001-2016) 

 

  

0%

1%

1%

2%

2%

3%

3%

4%

4%

5%

0

200

400

600

800

1000

1200

1400

1600

1800

2000

2001 2004 2007 2010 2013 2016

B
ill

io
n
s

Global Trade of Target Countries North-South bilateral trade



90 

 

Figure 30: North-South Bilateral Trade (2001-2016), $Billion 

 

 

Table 24: Overview of Trade Relations of Target Countries over 2014-2016, $Billion 

YEAR 2014 2015 2016 

GLOBAL TRADE 

From North 871 656 597 

To North 782 595 591 

Total 1653 1251 1188 

BILATERAL TRADE 

From North 26.5 25.7 26.9 

To North 25.1 19.4 20.4 

Total 51.5 45.1 47.3 

% of Global trade 3.1% 3.6% 4.0% 

 

Table 25: Bilateral Trade of Target Countries Classified by Region, $Billion 

Region Middle East South Asia Total 

Eastern Europe 4.1 3.9 8.1 

Eurasia 4.2 9.9 14.1 

Caucasus 0.4 0.7 1.2 

Anatolia 15.7 8.3 24.0 

Total 24.4 22.9 47.3 
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Table 26:  Summary of Exports of Northern Countries, $Billion 

Region Middle East South Asia Total 

Eastern Europe 2.8 2.6 5.5 

Eurasia 3.9 6.3 10.2 

Caucasus 0.1 0.5 0.6 

Anatolia 9.7 1.3 11.0 

Total 16.6 10.7 27.3 

 
 
Table 27: Summary of the Imports of Northern Countries, $Billion 

Region Middle East South Asia Total 

Eastern Europe 1.3 1.3 2.6 

Eurasia 0.7 3.6 4.3 

Caucasus 0.3 0.3 0.6 

Anatolia 6.0 7.0 13.0 

Total 8.2 12.2 20.4 

 

Figure 31: Bilateral Trade Balance among the Northern and Southern Countries, $ Billion 
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Figure 32 depicts that Turkey, Russia, and Ukraine are the top-ranked northern. Among southern 

countries, India, UAE, and Saudi Arabia are the main three players (Figure 33). 

 

Table 28: Bilateral Trade of the Target Countries, $Billion 
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Greece - 1.4 0.3 0.0 0.1 0.0 0.1 0.4 0.1 0.0 2.5 

Bulgaria - 0.1 0.3 0.0 0.0 0.0 0.0 0.2 0.0 0.0 0.6 

Romania - 0.3 0.5 0.0 0.0 0.1 0.1 0.5 0.0 0.0 1.6 

Ukraine - 0.5 0.3 0.0 0.1 0.1 0.1 2.2 0.0 0.1 3.4 

Russia 1.8 0.5 1.2 0.5 0.1 0.1 0.4 7.7 1.4 0.4 14.1 

Azerbaijan - 0.0 0.1 0.0 0.0 0.0 0.0 0.5 0.0 0.0 0.6 

Armenia - 0.0 0.1 0.0 0.0 0.0 0.0 0.1 0.0 0.0 0.2 

Georgia - 0.0 0.2 0.0 0.0 0.0 0.0 0.1 0.0 0.0 0.3 

Turkey - 5.0 9.1 0.5 0.7 0.3 0.6 6.4 1.1 0.2 24.0 

Total 1.8 7.9 12.1 1.1 1.0 0.6 1.3 18.2 2.7 0.7 47.3 

 

Figure 32: Total Bilateral Trade of Northern Countries, $Billion 
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Figure 33: Total Bilateral Trade of Southern Countries, $Billion 

 

 

We have nine northern countries and ten southern countries. Therefore, 82 routes for export pairs 

from the northern countries and 82 pairs for import to the northern countries can be defined. 

Although 164 pairs are engaged in trade relations, only a few of them contribute considerable share 

in bilateral trades. Table 29 and Table 30 show that 12 out of 81 North to South pairs and only 8 out 

of 81 South to North pairs contribute the significant 80 percent share in total bilateral trades 

between northern and southern countries. It should be noted that some countries play an active role 

in trade relations more than others. For instance, in 2016, Turkey’s export value to UAE is about 5.41 

billion USD out of total 27.3 Billion USD export of northern countries to southern countries. This 

cause Turkey’s exports to UAE be more than one-fifth of the total north to south trade. This country 

also imported 5.8 billion USD from India out of total 20.4 billion USD of northern countries import 

from southern countries in 2016, which is about 28% of the total imports of northern countries from 

the southern. Here, we concentrate on the big players and analyze the details of the current trade 

flow.  
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Table 29: Largest trades among target countries 

R Source Destination 
Value 

($Billion) 

% Of Total 

Value 

% Of Total Value, 

Cumulative 

1 Turkey United Arab Emirates 5.41 20% 20% 

2 Russian Federation India 5.31 20% 40% 

3 Turkey Saudi Arabia 3.17 12% 52% 

4 Ukraine India 1.96 7% 59% 

5 Russian Federation Iran 1.54 6% 65% 

6 Russian Federation United Arab Emirates 0.97 4% 68% 

7 Russian Federation Bangladesh 0.77 3% 71% 

8 Turkey India 0.65 2% 74% 

9 Greece Saudi Arabia 0.50 2% 75% 

10 Russian Federation Kuwait 0.48 2% 77% 

11 Romania United Arab Emirates 0.45 2% 79% 

12 Ukraine Saudi Arabia 0.45 2% 81% 

13 Turkey Qatar 0.44 2% 82% 

14 Azerbaijan India 0.44 2% 84% 

15 Turkey Kuwait 0.43 2% 85% 

16 Russian Federation Saudi Arabia 0.35 1% 87% 

17 Turkey Pakistan 0.35 1% 88% 

18 Romania Saudi Arabia 0.31 1% 89% 

19 Greece United Arab Emirates 0.27 1% 90% 

20 Turkey Bangladesh 0.26 1% 91% 

21 Bulgaria United Arab Emirates 0.25 1% 92% 

22-82 All other pairs 2.11 8% 100% 

Total North South 26.9 100% - 
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Table 30: Important Trades among Target Countries 

R Source Destination 
Value 

($Billion) 

% Of Total 

Value 

% Of Total Value, 

Cumulative 

1 Turkey India 5.76 28% 28% 

2 Turkey 
United Arab 

Emirates 

3.70 

18% 46% 

3 Russia India 2.40 12% 58% 

4 Turkey Saudi Arabia 1.84 9% 67% 

5 Greece Saudi Arabia 0.93 5% 72% 

6 Turkey Bangladesh 0.88 4% 76% 

7 Russia Bangladesh 0.67 3% 79.1% 

8 Greece India 0.33 2% 81% 

9 Ukraine India 0.29 1% 82% 

10 Russia Sri Lanka 0.28 1% 84% 

11 Russia 
United Arab 

Emirates 

0.27 

1% 85% 

12 Russia Pakistan 0.27 1% 86% 

13 Turkey Qatar 0.27 1% 88% 

14 Romania India 0.27 1% 89% 

15 Turkey Pakistan 0.26 1% 90% 

16-82 All other pairs 2.01 9% 100% 

Total North South 2043 100% - 

 

As Table 30 shows, there is a 47.3billion USD trade among the target countries. However, 

transporting all types of product in the land route is not always economically feasible. There are 

some kinds of products that are sensitive to transportation costs. For example, it is not economically 

feasible to transport iron ore, which its value is about 70 USD per ton in long road distances. Land 

routes propose faster routes as well as the higher price that are not affordable for transporting 

commodities that are vulnerable to increase in prices. In other words, although road corridors 

decrease travel time significantly, they simultaneously increase the costs of transportation 

drastically. Therefore, road transportation is only feasible for transporting products that have a 

relatively high value-added8. Thus, it is crucial to study trade composition regarding product class 

                                                 
8 Value-added products are defined as having: 

 A change in the physical state or form of the product (such as milling wheat into flour or making strawberries into 
jam). 
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and value per ton and identify possible weight and mixture of products that can be transported using 

Troika Corridor. 

 

In order to study the value-weight composition of a potential trade of Troika Corridor, we used data 

published annually in TRADE MAP (TradeMap) in the form of the Harmonized System (HS). We 

analyzed 19 significant pairs out of 164 pair countries, which they had about 80%, the share of total 

trade value in 2016. This analysis can give us an overall estimation of trade between the northern 

and the southern countries with adequate precision. Then, we adjusted the calculation based on the 

whole trade value. In this study, we tried to investigate the trade of countries partially. In fact, for 

each item traded between the countries, we collected the source/destination region and country, 

dollar value, quantity, and its unit. After cleaning the gathered data, more than 6500 rows of data 

remained for analysis. Note that this study used real trade data in more details to reach conclusive 

statements about potential cargo flow of Troika. This kind of workload is no precedent in the 

literature on trade analysis. Most studies use rules-of-thumb to estimate the value-ton composition 

of a trade relation (e.g., see “cost comparison between the North-South Corridor and the Suez Canal 

route,” Masoud Mohsenpour, 2004). Using reliable and cleaned data, we can make sure that our 

forecasts and conclusions are so close and accurately matched to the existing conditions. It makes the 

results more relevant. By adopting logical assumptions, we can claim that with likely, these 

conclusions can be generalized to the future, while the use of the rule-of-thumb technique, even if the 

principles and calculations are perfect, but because of the assumptions and methods that are 

estimated, do not lose confidence in these data and make decisions They do not seem logical. 

 

In 2016, 78 million tons of products were traded between target countries of Troika Corridor, of 

which 78% were from northern to southern countries with an average value of 531 USD per ton. In 

return, only 22% of the total weight was from southern to northern countries, which average worth 

was 879 USD per ton (Table 31). Some product classes like stone/glass, machinery/electrical and 

transportation worth between 4000-9000 USD per ton averagely, which makes them less sensitive to 

road and multi-modal transportation fees. These product classes form a solid basis of potential cargo 

flow through the Troika Corridor. Products like wood & wood products, vegetable products, 

minerals, chemicals with averagely less than 100$ value, cannot be easily absorbed into the 

                                                                                                                                                         
 The production of a product in a manner that enhances its value (such as organically produced products). 
 The physical segregation of an commodity or product in a manner that results in the enhancement of the value of 

that commodity or product (such as an identity preserved marketing system). 
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corridor9. This kind of products with a low value per ton cannot provide stable cargo flow for the 

corridor. In other words, because of the low value-to-weight, it seems that the profit margins of these 

goods are significantly low. Hence, by increasing the transportation costs through the land corridors 

instead of the marine routes, the product cannot compete in target markets. 

 

Table 31: The Volume of Trade among the Target Countries 

Product Class (HS2) 
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Wood & Wood Products 2.5 257 98% 0.1 741 3% 2.5 

Vegetable Products 17.7 191 92% 1.5 478 7% 19.2 

Miscellaneous 0.3 9692 92% 0.0 5930 8% 0.3 

Metals 7.6 376 89% 1.0 844 12% 8.5 

Foodstuffs 1.5 423 84% 0.3 1405 15% 1.7 

Chemicals & Allied 

Industries 
8.4 336 83% 1.7 1089 17% 10.2 

Mineral Products 19.6 80 75% 6.4 188 24% 26.0 

Stone/ Glass 1.3 5986 71% 0.5 4717 28% 1.9 

Animal & Animal Products 0.1 1014 70% 0.1 2171 29% 0.2 

Footwear/ Headgear 0.0 2328 70% 0.0 8989 30% 0.0 

Machinery / Electrical 0.4 11948 69% 0.2 6798 32% 0.6 

Transportation 0.3 7886 58% 0.2 4240 43% 0.6 

Raw Hides, Skins, Leather & 

Furs 
0.0 3900 48% 0.0 5307 52% 0.0 

Textile 0.5 2296 26% 1.4 1865 74% 2.0 

Plastics & Rubbers 0.6 950 14% 3.5 536 86% 4.1 

Sum 60.9 531 78% 17.0 879 22% 78 

 

Figure 34 and Figure 35 show the product classes are mostly exported from the northern and the 

southern countries, respectively. Northern countries main exports consist of commodities and low 

                                                 
9 One strategy to absorb these kind of product classes to the corridor could be discounts in roads, ports and borders. The discount 
should be applied on a volume basis in order to attract large amount of cargos to the corridor. Another way to promote the corridor 
is to plan some Special Economic Zones (SEZs) that can add value to product classes that are not valuable.  



98 

 

value-added bulk products like wood & wood products, vegetable products, foodstuff, chemicals, and 

mineral products10. Although the southern countries have only 22% of total trade share, they worth 

about half of the total trade value, which means that products exported from these countries have 

high average value per ton, which it is more likely to absorb these types of products to Troika 

Corridor.  

 

Figure 34: Composition of Bilateral Trade by Southern Countries 

 

  

                                                 
10 The policy impact of this point is that increasing investments in the north region to produce high value-added products will rise 
potential cargo flow from the Troika Corridor. 
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Figure 35: Northern countries Trade Balance Classified by the Product Class 

 

 

Another substantial issue is that countries with more diversified exports/imports composition are 

less exposed to global commodities price fluctuations (such as what happened in 2015-2016 crisis 

over the world after decreases in commodity’s prices in China). It also will lead to a more stable 

cargo flow and resilient transport corridor. Thus, from this perspective, the corridor policymakers 

should prioritize negotiations with highly diversified trade countries. 

 

As stated above, the stable cargo flow is very crucial in planning for the creation and operation of a 

corridor. If policymakers are confident of the stable flow of cargo, they can easily make a 

fundamental substrate to attract investors and convince stakeholders to direct their efforts and 

investments toward the corridor. So, the more investors have confidence in the future of the 

corridor, the more they will show interest in it. It will emerge in two distinct ways in their behavior. 

Firstly, the more the cargo flow is expected to be stable, then it will result in a stable trade in the 

Corridor region so that a business which requires on a stable flow of cargo understand this chance as 

a significant success and channel their attention into the corridor. The exploitation of this is due to 

the emergence of commercial hubs in the areas around the corridor, where these hubs create a stable 

flow of re-export products, thereby strengthening the stable cargo flow. 
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On the other hand, Cargo's stable flow creates the advantage that entrepreneurs use economic zones 

along the corridor. Through the better and more efficient access to resources and facilities, they can 

take part in the global value chain. It turns corridor into a territory for adding the value of products. 

On the other words, generating more added-value which makes the corridor not only a route for 

transfer Products but also an undeniable part of the product’s supply chains. 

As it is shown in Figure 36 and Figure 37, there are four countries including Turkey, Romania, Russia, 

and India that have diversified exports, while oil producer countries in the region like Saudi Arabia, 

Ukraine, and the United Arab Emirates have concentrated exports composition. Turkey, Romania, 

and Russia in the northern region and India, Saudi Arabia, United Arab Emirates, and Bangladesh in 

the southern region have reliable and robust and diverse trade relations with other countries. It 

means that the Troika Corridor can provide strong two-way trade relations which benefits both 

northern and southern countries.  

Figure 36: Export Concentration Index 

 

 
Classifying traded products according to value per ton will address the issue of "potential traded 

products that can be absorbed into the corridor." Products that are placed in the high value per ton 

category are less sensitive to transportation prices. As shown in Table 32, there are 4.01million tons 

of products that worth more than 2,000 USD per ton. The average value of these products is 6,257 

USD per ton. Also, there are 3.6 million tons of products worth between 1,000 and 2,000 USD per ton 

with an average worth of 1423 USD per ton. The total weight of these two classes of products is 7.61 

million tons (63.8% of the total value). Therefore, there exist two general classes of products: 

commodities (bulk and other commodities like chemicals, minerals, woods) and value-added 

products (high and medium value-added product like durable goods such as cars, electronic devices, 

clothes, and other fabricated products). 
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Figure 37: Import Concentration Index 

 

 

By using the historical growth rate of trade11 over 2001-2016, we can forecast bilateral trade value 

and weight among northern and southern countries. In this way, considering trade trends over 2001-

2016, we assumed that the trade mix would not change substantially over. According to Table 32, the 

share of high value-added products is 4.01 million ton out of 77.89million ton total trade. The 

average value of these products is 6,257 USD ton, which makes them the perfect candidate for 

targeting. There are also 3.6 million ton of medium value-added products which there is an excellent 

chance to absorb them into the corridor. This data used in the forecasting model to anticipate the 

share of different cargo classes out of the total trade in the coming years. By referring to trade trends 

over 2001-2016, we presumed that these categories have a constant share of value and weight 

during the forecast period. For example, value-added products have a 63.8% share of value and 9.7% 

share of quantity with a given value per ton for this class of cargo.  

  

                                                 
11Historical growth rate was calculated for global trade and total trade of target countries and their bilateral trade during 2001-2016 
period. The growth rate is annual compound growth rate. 

Highly diversified imports 
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Table 32: Value per Ton of Trade among Target Countries over 2001-2016 

Value/Ton Class Product Class 
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2000>V/T 
High Value 

Added 
25.07 53.0% 

6257 
4.01 5.1% 4.01 

1000<V/T<2000 
Medium Value 

Added 
5.12 10.8% 

1423 
3.60 4.6% 7.61 

500<V/T<1000 
Other 

Commodities 
3.29 7.0% 

641 
5.13 6.6% 12.73 

V/T<500 
Bulk 

Commodities 
11.40 24.1% 

175 
65.16 83.7% 77.89 

TOTAL 
47.30 

 
100% 

607 
 

77.89 

 
100% - 

 

Table 33 presents a summary of the bilateral trade value forecast. In 2026, the trade value tends to 

grow at least 87% in the pessimistic scenario than trade value in 2016, and it could rise to 236% in 

the optimistic scenario. It means that in less than ten years, the potential cargo flow of the corridor 

will grow about 2-times than what it is now. These forecasts were used to estimate the total weight 

of trade in the next years.  

 

Table 33: Summary of Bilateral Trade among Target Countries over 2001-2026, $Billion 

Scenario (Grow Rate) Growth Rate 2016 2017 2018 2019 2020 2021 2026 

Global Growth 6.49% 47.30 50.4 53.6 57.1 60.8 64.8 88.7 

Total Trade Of Target 

Countries 
8.90% 47.30 51.5 56.1 61.1 66.5 72.5 111.0 

Bilateral Trade 

Growth Between 

Target Countries  

12.91% 47.30 53.4 60.3 68.1 76.9 86.8 159.3 

 

Table 34 summarizes information on bilateral trade value by product group forecasts. Each product 

group has a constant share of value over time. By using assumptions of Table 12, 63.8% of total trade 

value belongs to value-added products, and the rest goes to the commodities. 
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Table 34: Bilateral Trade Value by Product Group Forecasting 

Scenario (Grow 

Rate) 
Product Group 

% Of Total 

Value 2
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2
0
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9

 

2
0

2
0

 

2
0

2
1

 

2
0

2
6

 

Global Growth 

(6.49%) 

Commodities 36.2% 17.1 18.2 19.4 20.7 22.0 23.4 32.1 

Value Added Products 63.8% 30.2 32.1 34.2 36.5 38.8 41.3 56.6 

Total Trade Of 

Target Countries 

(8.90%) 

Commodities 36.2% 17.1 18.6 20.3 22.1 24.1 26.2 40.1 

Value Added Products 63.8% 30.2 32.9 35.8 39.0 42.5 46.2 70.8 

Bilateral Trade 

Growth Between 

Target Countries 

(12.91%)  

Commodities 36.2% 17.1 19.3 21.8 24.6 27.8 31.4 57.6 

Value Added Products 63.8% 30.2 34.1 38.5 43.5 49.1 55.4 
101.

7 

 

Similarly, bilateral trade quantity is estimated using the same assumptions and method. In Table 35, 

it has been estimated that there will be between 145-260 million tons of trade between target 

countries in 2026, which will provide a stable cargo flow for the Troika. 

 

Table 35: Estimation of Bilateral Trade Quantity Using Historical Growth Rates 

Scenario (Grow Rate) 
GROWT

H RATE 2
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Global Growth (6.49%) 6.49% 77.9 82.9 88.3 94.1 100.2 106.7 146.0 

Total Trade Of Target Countries 

(8.90%) 
8.90% 77.9 84.8 92.4 100.6 109.6 119.3 182.8 

Bilateral Trade Growth Between Target 

Countries (12.91%)  
12.91% 77.9 87.9 99.3 112.1 126.6 142.9 262.3 

 

Table 36 provides information about bilateral trade quantity by product group. It is estimated that 

14-25 million tons of value-added products would be traded in 2026 between target countries, based 

on the middle growth scenarios. Also, target countries have an attractive chance to increase their 

share of value-added goods in their trade portfolio, if they succeed to ascend the value-added ladder 

and improve their position in the global value chain. Commodities trade between target countries 

will reach to at least 131 million tons in 2026, which provides a comprehensive opportunity for 

investors and policymakers whom they are willing to participate in special economic zones more and 

more. 
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Table 36: Bilateral Trade Quantity by Product Group Forecast 

Scenario 

(Growth Rate) 

Product 

Group 

% Of The 

Total Weight 2
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Global Growth 

(6.49%) 

Commodities 90.23% 70.29 74.8 79.7 84.9 90.4 96.2 131.8 

Value Added 

Products 
9.77% 7.61 8.1 8.6 9.2 9.8 10.4 14.3 

Total Trade Of 

Target Countries 

(8.90%) 

Commodities 90.23% 70.29 76.5 83.4 90.8 98.9 107.7 164.9 

Value Added 

Products 
9.77% 7.61 8.3 9.0 9.8 10.7 11.7 17.8 

Bilateral Trade 

Growth Between 

Target Countries 

(12.91%)  

Commodities 90.23% 70.29 79.4 89.6 101.2 114.2 129.0 236.6 

Value Added 

Products 
9.77% 7.61 8.6 9.7 10.9 12.4 14.0 25.6 

 

According to analyzed information in this section, we are required to estimate the amount of cargo 

that may be passed through the region of the Troika. Potential Cargo flow considers as a function of 

trade quantity by product groups and their correspondent absorption ratio. Therefore, commodities 

have a low chance to absorb to a multimodal road corridor, while value-added products are more 

likely to be transported within a road corridor.   

 

Equation 1: Potential Cargo Flow 

𝑃𝑜𝑡𝑒𝑛𝑡𝑖𝑎𝑙 𝐶𝑎𝑟𝑔𝑜 𝐹𝑙𝑜𝑤

= (𝐶𝑜𝑚𝑚𝑜𝑑𝑖𝑡𝑖𝑒𝑠 𝑄𝑢𝑎𝑛𝑡𝑖𝑡𝑦 ∗ 𝐶𝑜𝑚𝑚𝑜𝑑𝑖𝑡𝑖𝑒𝑠 𝐴𝑏𝑜𝑟𝑝𝑡𝑖𝑜𝑛 𝑅𝑎𝑡𝑒)

+ (𝑉𝑎𝑙𝑢𝑒 𝐴𝑑𝑑𝑒𝑑 𝐺𝑜𝑜𝑑𝑠 𝑄𝑢𝑎𝑛𝑡𝑖𝑡𝑖𝑦 ∗ 𝑉𝐴𝐺 𝐴𝑏𝑠𝑜𝑟𝑝𝑡𝑖𝑜𝑛 𝑅𝑎𝑡𝑒) 

 

Using this equation, we estimated potential cargo flow quantity for the base year, 2016. Table 36 is a 

sensitivity analysis of potential cargo flow for variation of absorption ratios. Commodities absorption 

rate varies from 1% in the pessimistic scenario to 10% in an optimistic scenario. Value-added 

products have a higher chance of absorption into Troika Corridor. Their absorption rate has the 

significant range of 10% in the pessimistic scenario to 40% in an optimistic scenario. A suitable 

combination of these two absorption rates using expert's opinion will lead us to choose a right 

estimation of potential cargo flow in Troika. In final calculation there will be an exception: We 

assume that Iran's trade with Russia will pass through Azerbaijan with higher rates of absorption 

(25% for commodities, 50% for Value added goods).  
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Table 37: Potential Cargo Absorption Sensitivity Analysis, 2016 

 

Absorption Rate Of Value Added Products  

5% 10% 15% 20% 25% 30% 35% 40% 

Commodities 

Absorption 

Ratio 

1% 1.1 1.5 1.8 2.2 2.6 3.0 3.4 3.7 

2% 1.8 2.2 2.5 2.9 3.3 3.7 4.1 4.4 

3% 2.5 2.9 3.2 3.6 4.0 4.4 4.8 5.2 

4% 3.2 3.6 4.0 4.3 4.7 5.1 5.5 5.9 

5% 3.9 4.3 4.7 5.0 5.4 5.8 6.2 6.6 

6% 4.6 5.0 5.4 5.7 6.1 6.5 6.9 7.3 

7% 5.3 5.7 6.1 6.4 6.8 7.2 7.6 8.0 

8% 6.0 6.4 6.8 7.1 7.5 7.9 8.3 8.7 

9% 6.7 7.1 7.5 7.8 8.2 8.6 9.0 9.4 

10% 7.4 7.8 8.2 8.5 8.9 9.3 9.7 10.1 

 

As it is shown in Table 38, there was 5.4 million ton potential cargo for the transit of products in 

Troika Corridor in 2016. It will provide a basis to analyze the infrastructure capacity gap and the 

estimation of benefits and costs. It is presumed as the potential market size of the Troika for 

attracting transit in these corridors. 

 

Table 38: Growth Scenarios for Trade, 2016 

 
Pessimistic 

Scenario 

Middle 

Growth 

Scenario 

Optimistic 

Scenario 

Commodities 
Absorption Ratio 2% 5% 8% 

Absorption Weight, MT 1.41 3.51 5.62 

Value Added 

Products 

Absorption Ratio 10% 20% 30% 

Absorption Weight, MT 0.8 1.5 2.3 

 Total Weight, MT 
                       

2.17  

                     

5.04  

                         

7.90  

3.4 Cost and Benefit Study 

3.4.1 Benefit Estimation 

The potential market size of the cargo that to be transited using the Troika Corridor was estimated in 

the previous section. Now, we use those estimations to forecast benefits and costs of cargo flow to 

calculate Benefits to Costs ratio of the project for each of three countries involved in the Corridor 

which they are Azerbaijan, Iran, and Turkey, and then for all of them as a whole. Figure 38 depicts a 

proposed methodology for total Benefit Estimation for each country.  
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Figure 38: Methodology of Estimating Benefit/Cost Ratio 

 

 

Here is a brief review of the variables of the method: 

 Cargo flow from a country: It shows how much of potential cargo passes through 

Azerbaijan, Iran, and Turkey. 

 Benefits per ton for the base country: This variable determines the benefit of each ton of 

cargo transit passing through this region. To calculate the benefit of cargo transit, we 

referred to a study that carried out by the Ministry of Roads and Urban Development of Iran. 

We set this country as the "base country" to calculate benefits per ton. Benefits estimated for 

the base country regarding the dollar does not represent the real value of those benefits in 

Azerbaijan and Turkey at all. Thus it is necessary to use an adjustment factor. We have used 

PPP conversion factor as the adjustment factor. The macroeconomic analysis relies on 

several different metrics to compare economic productivity and standards of living between 

countries and across time (e.g., Big Mac Index). Calculations show that in 2016, a USD in Iran 

has a purchase power of 1.16 USD in Azerbaijan and 0.61 USD in Turkey. 

 The share of Cargo Flow Weight (in percent): analyzing bilateral trade weight shows that 

Azerbaijan would benefit from 21.6% of potential cargo flow to/from Russian Federation, 

Armenia, Georgia, and its own country. Also, Turkey would have a 78.4% share of total 

potential trade weight. As it is said before Iran's cargo flow to/from Russian Federation is an 

exception and it will pass through Azerbaijan route, with higher rates of absorption. 

 Utilization Factor (in percent): It has been assumed that the corridor will reach its 

maximum capacity in a 5-year period, as the building of the infrastructures, optimizing the 

processes and reaching the new levels of harmony and participation between corridor’s 

stakeholders is a time-consuming process. 

Assumptions that are used for estimating the benefits of each country for cargo transit are shown in 

Table 39. Three scenarios are considered: 

1) Pessimistic scenario, in which growth rate of potential cargo flow is equal to the global 

growth rate (i.e., 6.49% in 2001-2016) 

2) Moderate growth, in which growth rate of potential cargo flow is equal to the target 

countries growth rate (i.e., 8.90% in 2001-2016) 
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3) Optimistic scenario, in which growth rate of potential cargo flow is equal to the target 

countries growth rate (i.e., 12.91% in 2001-2016).  

 

Table 39: Assumptions for estimating the Benefits to Costs analysis 

Country 
PPP Conversion 

Factor 

Benefit Per 

Ton 

Share Of 

Total Traffic 

Iran 1 40 100% 

Azerbaijan 1.16 17.5 21.6% 

Turkey 0.61 27.4 78.4% 

 

The results are given in Table 40, Table 41 and Table 42. The analysis shows that there is a 331 

million USD potential (base year: 2016, utilization factor: 100%) benefit that would be gained by 

Azerbaijan, Iran, and Turkey if the Troika Corridor shapes into a well-developed position. This 

revenue may be double or triple in a 10-year period, depending on the trade growth rate among 

target countries. 

 

Table 40: Estimating the Benefit of Troika According to the Pessimistic Growth Rate of the Trade 

Weight 

(M. Ton) 

Corridor Part 2019 2020 2021 2022 2023 2024 2025 

Potential Cargo Flow 5.9 6.3 6.7 7.2 7.6 8.1 8.6 

Utilization Factor 0.2 0.4 0.6 0.8 1 1 1 

Iran 1.2 2.5 4.0 5.7 7.6 8.1 8.6 

Azerbaijan 0.4 0.9 1.4 2.0 2.6 2.8 3.0 

Turkey 0.9 2.0 3.2 4.5 6.0 6.4 6.8 

Benefit 

(M. $) 

Corridor Part 2019 2020 2021 2022 2023 2024 2025 

Iran 47 101 161 229 305 325 346 

Azerbaijan 7 15 24 35 46 49 52 

Turkey 25 54 87 123 164 174 185 

Total 80 170 272 387 515 548 584 
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Table 41: Estimating the Benefit of Troika According to the Moderate Growth Rate of the Trade 

Weight 

(M. Ton) 

Corridor Part 2019 2020 2021 2022 2023 2024 2025 

Potential Cargo Flow 6.3 6.9 7.5 8.2 8.9 9.7 10.6 

Utilization Factor 0.2 0.4 0.6 0.8 1 1 1 

Iran 1.3 2.8 4.5 6.6 8.9 9.7 10.6 

Azerbaijan 0.4 1.0 1.6 2.3 3.2 3.5 3.8 

Turkey 1.0 2.2 3.5 5.1 7.0 7.6 8.3 

Benefit 

(M. $) 

Corridor Part 2019 2020 2021 2022 2023 2024 2025 

Iran 51 111 181 262 357 389 423 

Azerbaijan 8 17 28 40 55 61 66 

Turkey 27 59 97 141 191 208 227 

Total 86 187 305 443 604 658 716 

 

Table 42: Estimating the Benefit of Troika According to the Optimistic Growth Rate of the Trade 

Weight (M. 

Ton) 

Corridor Part 2019 2020 2021 2022 2023 2024 2025 

Potential Cargo Flow 7.1 8.0 9.0 10.2 11.5 13.0 14.6 

Utilization Factor 0.2 0.4 0.6 0.8 1 1 1 

Iran 1.4 3.2 5.4 8.1 11.5 13.0 14.6 

Azerbaijan 0.5 1.1 1.9 2.8 4.0 4.5 5.1 

Turkey 1.1 2.5 4.2 6.4 9.0 10.2 11.5 

Benefit (M. 

$) 

Corridor Part 2019 2020 2021 2022 2023 2024 2025 

Iran 57 128 216 326 460 519 586 

Azerbaijan 9 19 33 49 69 78 88 

Turkey 30 68 116 175 246 278 314 

Total 95 215 365 549 775 875 988 

 

3.4.2 Gap Analysis 

Absorption of the potential cargo to the corridor requires infrastructure investment. According to 

OECD, infrastructure investment covers spending on new transport constructions and the 

improvement of the existing networks. Infrastructure investment is a key determinant of 

performance in the transport sector. Inland infrastructure includes road, rail, inland waterways, 

maritime ports and airports and takes account of all sources of financing. Efficient transport 

infrastructure provides economic and social benefits to both advanced and emerging economies by 

improving market accessibility and productivity, ensuring balanced regional economic development, 
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creating employment, promoting labor mobility and connecting communities. This indicator is 

measured as a share of GDP for total inland investment and in euros for the road, rail, air, inland 

waterways, and sea components. In Table 43, we have summarized an overview of the current 

condition and infrastructure gap between different parts of the corridor in Iran, Azerbaijan, and 

Turkey. Each part of the corridor in every country has been divided into independent sections. 

Iranian part of the corridor consists of Imam Khomeini port in the south (Persian Gulf), a road 

connecting the port to border crossings in north and west north of the country, Bazargan border 

crossing which is located in Iran-Turkey borderline and Bilesovar border crossing which is located is 

Iran-Azerbaijan borderline. Turkish part of Troika consists of three sections: First, Gürbulak border 

crossing which is in the proximity of Bazargan border crossing, a road that connects this border 

crossing to the north of the country, and Trabzon port that plays a role as a gateway of Turkey to 

Black sea and present accessibility to east European countries. Azerbaijani’s part of Troika consists 

of a road which connects south of the country to the north of it, Bilesovar Border Crossing in the 

proximity of Iranian border and Samur Customs Border Point near Azerbaijan-Russian border.  

 

Table 43: Overview of Current Condition and Infrastructure Gap 

Country Corridor Part 
Current 

Condition 

Capacity Gap, 

Million Tons 

Improvement 

Projects 

Iran 

Port Of Imam Khomeini N.S N.S N.S 

Road N.S N.S N.S 

Bazargan Border Crossing N.S N.S N.S 

Bilesovar Border Crossing N.S N.S N.S 

Sum N.S N.S N.S 

Azerbaijan 

Bilesovar Border Crossing N.S N.S N.S 

Road N.S N.S N.S 

Samur Customs Border Point N.S N.S N.S 

Sum N.S N.S N.S 

Turkey 

Gürbulak Border Crossing N.S N.S N.S 

Road N.S N.S N.S 

Port Of Trabzon N.S N.S N.S 

Sum N.S N.S N.S 

Total N.S N.S N.S 

3.4.3 Cost Estimation 

Due to analysis and expert's opinions, a total of 819 million USD investment is needed to improve the 

condition of corridor’s current infrastructure and fill the gap between existing capacity and projected 
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capacity of the corridor over four years (Table 44). Iran should invest 332 million USD in roads, ports 

and border crossings. Turkey requires to invest 352 million USD, and Azerbaijan needs to invest 135 

million USD in their infrastructures. 

 

Table 45 is a timetable that represents how total investment will be made during these years. From 

the policymaking perspective, different parts of the corridor are interdepend. In order to activate the 

corridor, all three countries should work simultaneously to the goals and objectives. If the 

development phase of that section does not progress on time, each section of the corridor has the 

potency to turn into a bottleneck. 

 

Table 44: Required Fund for Improving the Infrastructure 

Country Corridor Part 
Total Investment, 

$Million  

Period Of 

Investment, Years 

Iran 

Port Of Imam Khomeini 51 3 

Road 200 4 

Bazargan Border Crossing 51 3 

Bilesovar Border Crossing 30 3 

Sum 332 
 

Azerbaijan 

Bilesovar Border Crossing 30 3 

Road 75 4 

Samur Customs Border Point 30 3 

Sum 135 
 

Turkey 

Gürbulak Border Crossing 51 3 

Road 250 4 

Port Of Trabzon 51 3 

Sum 352 
 

Total 819 
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Table 45: Total Required Investment 

Country Corridor Part 2019 2020 2021 2022 

Iran 

Port Of Imam Khomeini 17 17 17 - 

Road 50 50 50 50 

Bazargan Border Crossing 17 17 17 - 

Bilesovar Border Crossing 10 10 10 - 

Sum 94 94 94 50 

Azerbaijan 

Bilesovar Border Crossing 10 10 10 - 

Road 18.75 18.75 18.75 18.75 

Samur Customs Border Point 10 10 10 - 

Sum 38.75 38.75 38.75 18.75 

Turkey 

Gürbulak Border Crossing 17 17 17 - 

Road 62.5 62.5 62.5 62.5 

Port Of Trabzon 17 17 17 - 

Sum 96.5 96.5 96.5 62.5 

Total Investment 229.25 229.25 229.25 131.25 

 

Calculating Operating Cost of the Corridor is one of the hardest challenges to handle ( 

Table 46). Each section of it, including roads, ports, and border crossings have different operating 

and maintenance cost structures. Since any study of activity-based costing of the infrastructures 

mentioned above is not available, and due to the lack of real data, we used below assumptions, 

obtained from an expert's roundtable: 

 Operating cost margin is 80% of the total Benefit per ton. 

 It does not change over time. 

 It is even for all three countries. 

 
Table 47 calculates the total operating cost with the same scenarios that have been defined in the 

previous section. 
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Table 46: Operating Cost per Ton over 2019-2025 

Country 
 

2019 2020 2021 2022 2023 2024 2025 

Iran 
Operational Cost Margin 0.8 0.8 0.8 0.8 0.8 0.8 0.8 

Operational Cost Per Ton 32 32 32 32 32 32 32 

Azerbaijan 
Operational Cost Margin 0.8 0.8 0.8 0.8 0.8 0.8 0.8 

Operational Cost Per Ton 14.0 14.0 14.0 14.0 14.0 14.0 14.0 

Turkey 
Operational Cost Margin 0.8 0.8 0.8 0.8 0.8 0.8 0.8 

Operational Cost Per Ton 21.9 21.9 21.9 21.9 21.9 21.9 21.9 

 

Table 47: Total operating Cost per Ton over 2019-2025 

Scenarios 
Total Operating 

Cost 2
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Global Growth Rate 

Iran 38.0 80.9 129.1 183.4 244.1 259.9 276.8 

Azerbaijan 5.7 12.2 19.5 27.6 36.8 39.2 41.7 

Turkey 20.4 43.3 69.2 98.3 130.8 139.3 148.4 

Total Op. Cost 64.0 136.4 217.8 309.3 411.7 438.4 466.9 

Total Trade Of Target 

Countries Growth Rate 

Iran 41 88 144 210 286 311 339 

Azerbaijan 6 14 22 32 44 48 53 

Turkey 22 47 77 112 153 167 182 

Total Op. Cost 69 149 244 355 483 526 573 

Bilateral Trade Growth 

Between Target Countries 

Growth Rate 

Iran 45 102 173 261 368 415 469 

Azerbaijan 7 15 26 39 55 63 71 

Turkey 24 55 93 140 197 223 251 

Total Op. Cost 76 172 292 439 620 700 791 
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3.4.4 Cost-Benefit Calculations 

Here, we will calculate benefits to costs (B/C), net present value (NPV) and internal rate of return 

(IRR) for each country and the total project across each scenario.  

 

It is assumed for all scenarios and countries that the discount rate is 10%, and the perpetual growth 

rates of benefits and costs are 2%12. Perpetual growth refers to the concept of terminal value which 

means the stream of benefits of the corridor will continue to grow at a lower level than the first year 

because it will reach to its maximum maturity level (Table 48). 

 

Table 48: Discount Rate and Perpetual Growth of Countries 

Country Iran Azerbaijan Turkey 

Discount Rate 10% 10% 10% 

Perpetual Growth Rate 2% 2% 2% 

 

In the following, we will calculate the metrics for every three scenarios. Also, a sensitivity analysis of 

NPV concerning changes in the discount rate and the perpetual growth rate is provided for each 

country.  

3.4.4.1 Pessimistic Growth Scenario 

In the pessimistic growth scenario, it is assumed that the cargo flow grows equal to global trade 

growth (6.49%) which is less than the annual growth of trade in target countries of the corridor. 

 

In this scenario, Iran will gain a positive net present value (NPV) of 413 million USD, and the IRR is 

32% which is higher than the discount rate. The benefit to cost ratio is 1.17 which is higher than 1 

(Table 49).  

  

                                                 
12Considering that the global population growth and Global GDP growth are decelerating in the coming years, perpetual growth rate 
of trade cannot exceed such limits in an infinite time series.  
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Table 49: NPV of Corridor Project for Iran (Pessimistic Scenario) 

Year 
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Terminal Value 

Benefit 47 101 161 229 305 325 346 4411 

Cost 132 175 223 233 244 260 277 3529 

Net Benefit -85 -74 -62 -4 61 65 69 882 

Benefit To Cost 1.17  

Present Value Of Net Benefit -85 -67 -51 -3 42 40 39 498 

NPV 413  

 IRR 32% 

 

We could conclude that even in the pessimistic scenario the project is feasible and profitable for Iran. 

Table 50 represents Iran's project NPV sensitivity to perpetual growth rate and discount rate. A 

remarkable result is that a positive 2% rise in perpetual growth will double the NPV of the project for 

Iran in the pessimistic scenario. 

 

Table 50: Sensitivity Analysis of NPV of Corridor Project for Iran (Pessimistic Scenario) 

Npv 
Discount Rate 

7% 8% 9% 10% 

Perpetual 

Growth Rate 

1% 704 553 440 354 

2% 869 665 521 413 

3% 1115 822 628 490 

4% 1527 1057 777 592 

 

According to the results, Azerbaijan will not benefit from participating in the project in pessimistic 

scenario. Although ,the benefit to cost ratio is 1.05 , NPV is negative 13 million USD (Table 51).  
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Table 51: NPV of Corridor Project for Azerbaijan (Pessimistic Scenario) 

Year 
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Terminal Value 

Benefit 7 15 24 35 46 49 52 665 

Cost 44 51 58 46 37 39 42 532 

Net Benefit -37 -36 -34 -12 9 10 10 133 

Benefit To Cost 1.05  

Present Value Of Net Benefit -37 -32 -28 -9 6 6 6 75 

NPV -13  

 IRR 6% 

 

Table 52 represents the sensitivity of Azerbaijan's project NPV to perpetual growth rate and discount 

rate.  Perpetual growth of 4% and a discount rate of 10% will make the negative NPV into a positive 

one. In other words, the project could be feasible under some specific conditions for Azerbaijan.  

 

Table 52: Sensitivity Analysis of NPV of Corridor Project for Azerbaijan (Pessimistic scenario) 

NPV 
Discount Rate 

7% 8% 9% 10% 

Perpetual 

Growth Rate 

1% 11 -3 -14 -22 

2% 32 12 -3 -13 

3% 63 33 13 -2 

4% 116 65 34 14 

 

NPV of Project in Turkey is 69 million USD, with a positive IRR of 13%. The benefit to cost ratio is 1.1, 

which means the project is acceptable (Table 53).  
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Table 53: NPV of Corridor Project for Turkey (Pessimistic Scenario) 

Year 
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Terminal Value 

Benefit 25 54 87 123 164 174 185 2365 

Cost 117 140 166 161 131 139 148 1892 

Net Benefit -91 -86 -79 -38 33 35 37 473 

Benefit To Cost 1.10  

Present Value Of Net Benefit -91 -78 -65 -28 22 22 21 267 

NPV 69  

 IRR 13% 

 

Table 54 presents the sensitivity of Turkey's project NPV to perpetual growth rate and discount rate. 

Although lowering the perpetual growth to 1% will not affect the feasibility of the project, but it 

could decrease the NPV to 50%. 

 

Table 54: Sensitivity Analysis of NPV of Corridor Project for Turkey (Pessimistic scenario) 

NPV 
Discount Rate 

7% 8% 9% 10% 

Perpetual 

Growth Rate 

1% 154 104 66 37 

2% 229 158 107 69 

3% 341 233 161 110 

4% 527 346 237 165 

 

Although the project is not feasible for Azerbaijan, it is acceptable for all three countries as a whole. It 

has a total positive 469 million USD NPV and 21% of IRR with benefit to cost ratio of 1.13 (Table 55).  
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Table 55: NPV of Total Corridor Project   (Pessimistic scenario) 

Year 
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Terminal Value 

Benefit 80 170 272 387 515 548 584 7441 

Cost 293 366 447 441 412 438 467 5952 

Net Benefit -213 -195 -175 -54 103 110 117 1488 

Benefit To Cost 1.13  

Present Value Of Net Benefit -213 -177 -144 -41 70 68 66 840 

NPV 469  

 IRR 21% 

 

Table 56 presents the total Project NPV sensitivity to perpetual growth rate and discount rate. It is 

notable that even in the pessimistic scenario the Troika project is feasible and profitable, although a 

part of it (Azerbaijan section) is not economically feasible. 

 

Table 56: Sensitivity Analysis of the NPV of Total Corridor Project (Pessimistic scenario) 

NPV 
Discount Rate 

7% 8% 9% 10% 

Perpetual 

Growth Rate 

1% 869 653 492 368 

2% 1129 834 625 469 

3% 1519 1088 801 598 

4% 2170 1468 1049 771 

 

3.4.4.2 Middle Growth Scenario 

In this scenario, it is assumed that the cargo flow grows equal to the total trade of target countries 

growth (8.9%). In this scenario, Iran's project NPV is positive 559 million USD with IRR of 37%. The 

benefit to cost ratio is 1.18 (Table 57).  

  



118 

 

Table 57: NPV of Corridor Project for Iran (Middle Growth Scenario) 

Year 
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Terminal Value 

Benefit 51 111 181 262 357 389 423 5397 

Cost 135 182 238 260 286 311 339 4318 

Net Benefit -84 -72 -58 2 71 78 85 1079 

Benefit To Cost 1.18  

Present Value Of Net Benefit -84 -65 -48 2 49 48 48 609 

NPV 559  

 IRR 37% 

 

Table 58 presents Iran's project NPV sensitivity to perpetual growth rate and discount rate. This 

table shows that NPV of the project in Iran ranges from 486 to 1606 million USD depending on the 

combination of perpetual growth and discount rate. 

 

Table 58: Sensitivity Analysis of NPV of Corridor Project for Iran (Middle Growth Scenario) 

NPV 
Discount Rate 

7% 8% 9% 10% 

Perpetual 

Growth Rate 

1% 754 639 553 486 

2% 925 762 646 559 

3% 1180 934 770 653 

4% 1606 1192 944 778 

 

Azerbaijan will benefit from participating in the project in this scenario. The benefit to cost ratio is 

1.09, and NPV is 13 million USD, which means the project is acceptable (Table 59).  
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Table 59: NPV of Corridor Project for Azerbaijan (Middle Growth Scenario) 

Year 
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Terminal Value 

Benefit 8 17 28 40 55 61 66 844 

Cost 45 52 61 51 44 48 53 675 

Net Benefit -37 -35 -33 -11 11 12 13 169 

Benefit To Cost 1.09  

Present Value Of Net Benefit -37 -32 -27 -8 8 8 7 95 

NPV 13  

 IRR 11% 

 

Table 60 presents Azerbaijan's project NPV sensitivity to perpetual growth rate and discount rate. It 

shows that the project in Azerbaijan is feasible at all combinations of perpetual growth and discount 

rates. 

 

Table 60: Sensitivity Analysis of NPV of Corridor Project for Azerbaijan (Middle Growth Scenario) 

NPV 
Discount Rate 

7% 8% 9% 10% 

Perpetual 

Growth Rate 

1% 44 26 12 2 

2% 70 45 27 13 

3% 110 72 46 28 

4% 177 112 73 47 

 

NPV of the project for Turkey is 147 million USD, with a positive 18% IRR. The benefit to cost ratio is 

1.12, which means the project is acceptable (Table 61). Table 62 presents Turkey's project NPV 

sensitivity to perpetual growth rate and discount rate.  The project is acceptable for all three 

countries as a whole in this scenario. It has a total positive NPV of 719 million USD and positive IRR 

of 26% with benefit to cost ratio of 1.15 (Table 63). Table 64 presents total project NPV sensitivity to 

perpetual growth rate and discount rate.  
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Table 61:  NPV of Corridor Project for Turkey (Middle Growth Scenario) 

Year 
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Terminal Value 

Benefit 27 59 97 141 191 208 227 2893 

Cost 118 144 174 175 153 167 182 2315 

Net Benefit -91 -85 -77 -34 38 42 45 579 

Benefit To Cost 1.12  

Present Value Of Net Benefit -91 -77 -64 -26 26 26 26 327 

NPV 147  

 IRR 18% 

 

Table 62: Sensitivity Analysis of NPV of Corridor Project for Turkey (Middle Growth Scenario) 

NPV 
Discount Rate 

7% 8% 9% 10% 

Perpetual 

Growth Rate 

1% 251 190 143 108 

2% 343 256 193 147 

3% 480 348 260 197 

4% 708 486 353 264 

 

Table 63: NPV of Total Corridor Project (Middle Growth Scenario) 

Year 
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Terminal Value 

Benefit 86 187 305 443 604 658 716 9135 

Cost 298 379 473 486 483 526 573 7308 

Net Benefit -212 -192 -168 -43 121 132 143 1827 

Benefit To Cost 1.15  

Present Value Of Net Benefit -212 -174 -139 -32 82 82 81 1031 

NPV 719  

 IRR 26% 
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Table 64: Sensitivity Analysis of NPV of Total Corridor Project (Middle Growth scenario) 

NPV 
Discount Rate 

7% 8% 9% 10% 

Perpetual 

Growth Rate 

1% 1049 854 709 595 

2% 1337 1062 866 719 

3% 1770 1354 1076 878 

4% 2491 1790 1370 1089 

 

3.4.4.3 Optimistic Scenario 

In an optimistic scenario, it is presumed that the cargo flow grows as same as the bilateral trade 

growth among target countries (12.91%)  which is much higher than the growth rate of trade in 

target countries of the corridor. In this scenario, Iran's project NPV is positive 861 million USD with a 

47% IRR. The benefit to cost ratio is 1.20 (Table 65). Table 65 presents Iran's project NPV sensitivity 

to perpetual growth rate and discount rate.  

 
Table 65: NPV of Corridor Project for Iran (Optimistic scenario) 

Year 
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Terminal Value 

Benefit 57 128 216 326 460 519 586 7471 

Cost 139 196 267 311 368 415 469 5977 

Net Benefit -83 -68 -51 15 92 104 117 1494 

Benefit To Cost 1.20  

Present Value Of Net Benefit -83 -62 -42 11 63 64 66 843 

NPV 861  

 IRR 47% 
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Table 66: Sensitivity Analysis of NPV of Corridor Project for Iran (Optimistic Scenario) 

NPV 
Discount Rate 

7% 8% 9% 10% 

Perpetual 

Growth Rate 

1% 1131 972 853 760 

2% 1367 1142 982 861 

3% 1721 1381 1153 991 

4% 2311 1738 1394 1164 

A same as middle growth scenarios, Azerbaijan will benefit from participating in the project in this 

scenario too. The benefit to cost ratio is 1.12, and NPV is 54 million USD, and IRR is about 17%, which 

means the plan is acceptable (Table 67). Table 68 presents Azerbaijan's project NPV sensitivity to 

perpetual growth rate and discount rate.  

 

Table 67: NPV of Corridor Project for Azerbaijan (Optimistic Scenario) 

Year 
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Terminal Value 

Benefit 9 19 33 49 69 78 88 1127 

Cost 46 54 65 58 55 63 71 901 

Net Benefit -37 -35 -32 -9 14 16 18 225 

Benefit To Cost 1.12  

Present Value Of Net Benefit -37 -32 -27 -7 9 10 10 127 

NPV 54  

 IRR 17% 

 

Table 68: Sensitivity Analysis of NPV of Corridor Project for Azerbaijan (Optimistic Scenario) 

NPV 
Discount Rate 

7% 8% 9% 10% 

Perpetual 

Growth Rate 

1% 95 71 53 39 

2% 131 97 72 54 

3% 184 133 98 74 

4% 273 186 135 100 

 

NPV of the project in Turkey is 309 million USD, with a positive IRR of 26%. The benefit to cost ratio 

is 1.15 which means the project is acceptable (Table 69). Table 70 presents Turkey's project NPV 

sensitivity to perpetual growth rate and discount rate.  The project is acceptable for all three 

countries as a whole. In the optimistic scenario. It has a total positive NPV of 1224 million USD and 
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IRR of 34% with a benefit to cost ratio of 1.18 (Table 71). Table 72 presents total project NPV 

sensitivity to perpetual growth rate and discount rate. 

 

Table 69: NPV of Corridor Project for Turkey (Optimistic Scenario) 
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Terminal Value 

Benefit 30 68 116 175 246 278 314 4005 

Cost 121 151 189 202 197 223 251 3204 

Net Benefit -90 -83 -73 -28 49 56 63 801 

Benefit To Cost 1.15  

Present Value Of Net Benefit -90 -75 -61 -21 34 35 35 452 

NPV 309  
 

IRR 26% 

 

Table 70: Sensitivity Analysis of NPV of Corridor Project for Turkey (Optimistic Scenario) 

NPV 
Discount Rate 

7% 8% 9% 10% 

Perpetual 

Growth Rate 

1% 454 368 304 255 

2% 580 459 373 309 

3% 770 587 465 378 

4% 1086 779 594 471 

 

Table 71: NPV of Total Corridor Project (Optimistic Scenario) 

Year 
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Terminal Value 

Benefit 95 215 365 549 775 875 988 12602 

Cost 306 402 521 571 620 700 791 10082 

Net Benefit -210 -186 -156 -21 155 175 198 2520 

Benefit To Cost 1.18  

Present Value Of Net Benefit -210 -169 -129 -16 106 109 112 1423 

NPV 1224  

 IRR 34% 
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Table 72: Sensitivity Analysis of NPV of Total Corridor Project (Optimistic Scenario) 

NPV 
Discount Rate 

7% 8% 9% 10% 

Perpetual 

Growth Rate 

1% 1680 1412 1210 1054 

2% 2078 1699 1428 1224 

3% 2675 2100 1717 1443 

4% 3670 2703 2123 1736 

3.5 Summary of Calculations 

In this chapter, we analyzed the potentials of the Troika in cargo transit. The troika Corridor is 

located in the intersection of two West Asian corridors which are International North-South 

transport corridor and Euro-Asian transport route. We assumed that target customers of the 

corridor are nine countries in the northern part of corridor well as nine other in the southern part of 

the corridor. Then trade of these countries was analyzed in detail. In 2016, the 18 countries in the 

northern and southern parts of the corridor had 1,188 billion USD of trade which is 7.3% of global 

trade of that year. In 2001-2016, the total trade grew 8.9 percent annually. The bilateral trade 

between these countries that may use the Troika Corridor for transit is more than 47 billion USD and 

about 78 million tons in 2016. There's more than 5 million tons of "potential cargo" that is expected 

to be absorbed into the corridor. It provided a basis to analyze infrastructure capacity gap and the 

estimation of benefits and costs. It is presumed as the potential market size of the Troika for 

attracting transit in these corridors. The analysis shows that there is a 331 million USD potential 

(base year: 2016, utilization factor: 100%) benefit that would be gained by Azerbaijan, Iran, and 

Turkey if the Troika Corridor shapes into a well-developed position. This revenue may be double or 

triple in a 10-year period, depending on the trade growth rate among target countries. Then, we 

calculated benefits to costs (B/C), net present value (NPV) and internal rate of return (IRR) for each 

country and the total project across three scenarios. It is clear that the project is acceptable at the 

macro level and it is feasible for Iran and Turkey at any potential scenarios. However, there is a 

minor challenge in Azerbaijan's part of the corridor. 

 

Table 73, Table 74, and Table 75 provide an overview of economic evaluation of the Troika Corridor 

for Iran, Azerbaijan, Turkey, and the whole project. It is clear that the project is acceptable at the 

macro level and it is feasible for Iran and Turkey at any potential scenarios. However, there is a 

minor challenge in Azerbaijan's part of the corridor. Due to a high level of initial investment needed 

in Azerbaijan's infrastructure, the project is not feasible for Azerbaijan just with considering 

potential cargo benefits in the pessimistic scenario. 
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The effects of this project may be classified into two categories: direct economic effects and indirect 

economic effects. We in this project evaluated the value of direct economic effect of the cargo benefit 

for the Troika, while there are other types of indirect for the stakeholders. The indirect benefits may 

not be achieved in short-term. Although such benefit may not be the main direct factor for the 

governments to support the corridor, they are important for improving the quality of life of the 

people of the country. The governments may like to develop plans to make these potentials to the 

real benefits: 

 The Troika corridor that connects the major production/consumption centers of the region. 

It may reinforce regionalization of the production and increase the domestic production in 

this region. The governments may promote the regional development by approving and 

supporting the development of an action plan. To develop such an action plan, the industrial 

capacities, as well as the priority requirement of the region, should be studied to support the 

capable sectors. The effects of developing the industrial zones alongside the corridor should 

be estimated in relation to the GDP of the country. The high-level support of the governments 

for development of the region is an alarm for the investors to invest. However, this is long-

term indirect effect and monetizing such effect is not simply achievable in the current study. 

We can refer the readers to the study that is supported by the government of Azerbaijan for 

logistics sector. They studied the relation among the development of this sector and job 

creation as well as an increase in the GDP of the country. 

 Establishing a multilateral corridor with an acceptable level of quality will increase the safety 

of the road. Similarly, it may influence on the accident rate, fuel usage expenses, passenger 

revenue and other side effects for both governments and users. This project focused on the 

direct benefits of the cargo transit. Calculating such benefits requires the data of the traffic 

intensity and frequency of the corridor. Moreover, there need to estimate the benefit for 

different stakeholders like carriers and forwarders.  

 

It should be noted that the scope of this project only covers the benefit that may be achieved through 

cargo transit. Each corridor can support the domestic traffic of the country as well as the cargo 

transit. Estimating such benefits are beyond the scope of this project. 

  



126 

 

Table 73: Summary of B/C Ratio of the Troika Corridor for Iran, Azerbaijan, and Turkey 

B/C  Iran Azerbaijan Turkey Total 

Global Growth 1.168 1.051 1.098 1.134 

Total Trade Of Target 

Countries 
1.182 1.086 1.122 1.153 

Bilateral Trade Growth 

Between Target Countries 
1.199 1.121 1.153 1.177 

 

Table 74: Summary of NPV of the Troika Corridor for Iran, Azerbaijan, and Turkey 

NPV Iran Azerbaijan Turkey Total 

Global Growth 413 -13 69 469 

Total Trade Of Target 

Countries 
559 13 147 719 

Bilateral Trade Growth 

Between Target Countries 
861 54 309 1224 

 
Table 75: Summary of IRR of the corridor for Iran, Azerbaijan, and Turkey 

Scenario Iran Azerbaijan Turkey Total 

Pessimistic 32% 6% 13% 21% 

Middle 

Growth 37% 11% 18% 26% 

Optimistic 47% 17% 34% 34% 
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4 Concrete Strategies and Policy Recommendations for Iran, Turkey, and 

Azerbaijan 

4.1 Introduction 

The transportation sector is experiencing high levels of competition. In such an environment, any 

transport service should propose enough value to its users to be attractive for them. Corridors are 

the platform of transportation services and like other services, are beyond severe competition. 

Governments and international unions are initiating transportation corridors which finally increase 

the number of corridors and level of competition among them. Consequently, any of the corridors 

have strong competitors ranging from sea-routes to rails and land route. 

 

4.2 A Review of the Current Situation 

Before delving into policy and action recommendation, it is necessary to review the current situation. 

As it has been discussed in previous chapters, the Troika with approximately 160 million adjacent 

residents encompasses about 2.1% of the world population. Also, the Troika’s trade exceeds more 

than 10% of the OIC countries all by itself. The troika has a relatively good infrastructure and facility 

condition, which helps policymakers to concentrate more on reforms in other areas such as customs 

process, inspection. Besides, the corridor will benefit from the strategic position of the Troika in the 

region, which can decrease transit time for target countries in the region from 17 to 7 days. Also, 

there are several target countries for the corridor that have a sizeable bilateral trade that grows 

more than 10% each year. Some countries like Russia, India, and UAE are amongst top customers of 

the corridor regarding value and composition of trade. It is noticeable that most countries in the 

region, especially India and Russia have both economic and political incentives to participate in such 

projects that lead to more regional connectivity.  

 

Alas, the strength of the Troika and existing and potential opportunities in the region for the 

corridor, some challenges and problems are needed to be considered when planning for the future of 

the project. According to (COMCEC Transport and Communications Working Group, 2017), here is a 

list of possible challenges and problems: 

 Limited awareness of relevant stakeholders, especially at the decision-maker level, about the 

economic benefits of the smooth functioning of international transport corridors,  

 Weak political will among the countries,  

 Inadequate cooperation and coordination among the countries including lack of a common 

framework and management system. It leads to ineffective coordination regarding the 
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allocation of tasks and responsibilities, including planning and financial aspects, among the 

countries as well as participating donor agencies,  

 Lack of diversified Transnational Transport Strategies/Policies targeting the various needs 

of the private sector,  

 Inadequate, inaccurate, or outdated information about the operations concerning 

transnational transport corridors and effective data collection system,  

 Low interoperability and lack of interconnections. In this respect, the main challenges are;  

 Inadequate interoperability among the road, rail and maritime modes of transport,  

 Insufficient harmonized business procedures among the countries throughout the transport 

corridors,  

 Lack of ICT interconnectivity for travel planning, information, and management  

 The mismatch between international conventions, national laws and regulations, and 

operational issues,  

 The problems in addressing environmental challenges and providing seamless as well as 

reliable transport,  

 The sub-optimal balance of traffic between road and rail,  

 Political issues between the countries that result in trade restrictions and bottlenecks at 

border crossing points,  

 Ensuring the sustainability of transport corridor infrastructure regarding road maintenance 

and crucially averting significant losses in asset value,  

 The high cost of insuring cargo in transit.  

 

Table 76 presents a summary of the current situation of the corridor from a strategic point of view 

using the SWOT tool.  
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Table 76: SWOT Analysis of the Corridor 

Strengths Weaknesses 
 Shortest north-to-south crossroad in the 

region 

 Intersection with international west-east 

corridors like TRACECA corridor 

 The large, young and varied workforce in 

Troika states 

 Multimodal connectivity 

 Vast natural resources 

 Positive attitudes of Troika leaders towards 

the corridor 

 Concentrating of all three countries of the 

Troika in activating the revenues of cargo 

transit as a strategic sector of business and 

developing the transportation infrastructure 

to activate this capacity as a strategic plan of 

the countries 

 

 The high energy-export dependency of Iran 

and Azerbaijan 

 Volatility and changing trends in energy 

markets 

 The unstable business environment of Troika 

states 

 Low international capital flow in recent years 

 Diverse activities of the countries and lack of 

a cooperation institution for activating the 

potentials 

 Lack of a harmonized system in the Troika for 

crossing the border 

Opportunities Threats 

 The high growth rate of bilateral trade 

between target countries 

 Various regions and countries as target 

markets (Including big players like Russia, 

India, United Arab Emirates) 

 A notable share of value-added goods in trade 

composition 

 Common cultural roots 

 Environmental changes from potential 

climate change and natural disasters 

 Public perceptions of region safety and 

security 

 Workforce development, training, and 

availability 

 Global supply chain shifts and how they might 

affect corridor demand 

 Immaturity of logistic business environment 

 

4.3 Policy Recommendation 

For activating a corridor in a competitive environment, there should be enough justification about 

the infrastructure and services that can be delivered to the customers of that corridor. So, it is 

necessary to have a clear picture of the advantages of the corridor in mind. So, all the stakeholders 

should support and guide all agreed tasks to reach the objectives of the corridor. 
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We used the conceptual framework that is proposed by (COMCEC Coordination Office, 2018) to 

address the main policies that should be developed. This framework initially is used to assess the 

functioning of a corridor by providing six main governance area of the corridor. This framework is 

shown in Figure 39. The heart of this framework is the “objectives and political support,” and six 

areas will be connected to this heart. We will use this framework as a base picture for policy 

recommendation and will describe the details of each area in the following. Moreover, by case, we 

will add more details to cover all concerns that may be faced for activating the project. 

 

Figure 39: The Conceptual Framework Used for Policy Recommendation 

 

 

4.3.1 Corridor Objectives and Political Support 

As discussed in chapter 1, the Troika is in the middle of some international corridors of North-South 

and East-West. Although these corridors may propose theoretically time to save to the traders, their 

potentials are not fully utilized. This problem is raised partially because of the deficiency in 

infrastructure as well as issues related to crossing the borders. 

 

As said above, the main advantage of these corridors is providing a faster route for connecting its 

target market. They propose a multimodal route, partly sea route in the Indian Ocean and partly land 

route through Iran, Turkey, and Azerbaijan. Although such route improves the time of the 

transportation, it increases the cost of transportation as well. Hence, for commodities that are lower-



131 

 

valued and less time-sensitive, the long-haul lower-cost sea routes will be preferred. However, for 

value-added products that have higher value and are less sensitive to the transportations costs, these 

corridors can provide reliable and faster access to the target markets. Due to this fact, the Troika 

Corridor will be positioned in the target market as a “stable cargo transit route for high-value 

products.” All the efforts for activating the corridor should be organized by this positioning in all 

levels ranging from top decision-makers to operational layers. 

 

Not only the transportation time improvement is relevant for the Troika Corridor, but also the real 

trade time among the target countries should be improved. The trade time includes transportation 

time as well as time spent for border crossing and other formalities of cargo transit. Any delay in 

time made by lack of capacity or complexity of the procedure may challenge the main advantage of 

the corridor. Due to this fact, the goal of this corridor should be eliminating the physical and 

nonphysical barriers of the corridor to achieve the time advantage of the route. 

 

The members of the Troika are independently trying to activate their potentials in cargo transit. 

Azerbaijan approved its 2025 vision in transit and established “Coordinating Council on Transit 

Freight” in 2015. Iran proposed ten national corridors be connected to the main international trade 

routes. Turkey developed the plans of developing rail, port, and roads to establish a cargo transit 

route to Europe. At the same time, Turkey is updating the rules regarding transportation. However, 

the nature of international routes requires multilateral cooperation. Infrastructure or even domestic 

improvement in the regulations will not necessarily lead to higher level of cargo transit. For 

achieving this goal, it requires cross-national and cross-sectoral cooperation to remove all physical 

and nonphysical obstacles that a corridor may face.    

 

Before defining objectives for the Troika Corridor, it is necessary to clarify the vision of it: 

 Fastest transport link of south and north of region which improves regional connectivity and 

cooperation, 

 By being a competitive, fast and reliable trade route, especially for time-sensitive cargos, 

 Through maintaining physical infrastructures, improving processes and empowering people 

 

Consequently, it is proposed that the following items should be considered as the main objectives of 

the corridor: 

 Concentration in the provisioning of the sustainable, efficient and faster transportation 

routes for the trade among Indian ocean countries in one side and Russia and East-Europe on 

another side 
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 Establishing a Troika among Iran, Azerbaijan, and Turkey to activate the potentials of the 

region in cargo transit 

 Attracting cargo trade for value-added cargos to provide a stable cargo transit and providing 

value-added services for this type of products alongside the movement of the cargo alongside 

the corridor 

 Developing the logistic parks alongside the corridor to provide the value-added logistic 

services to decrease the total cost of trade among target countries 

 Utilizing the advantages of rail-routes as well as land routes 

 Upgrading the border crossing infrastructures and rules and eliminating physical and 

nonphysical barriers of the corridor aiming fast border crossing according to the main 

objective of the corridor 

 Developing a more flexible business environment for the logistics sector to improve the 

maturity of the logistic companies from 2pl to 3pl and 4pl aiming to decrease the total trade 

costs of target countries 

 

In the following, we propose the main objectives regarding the areas of the conceptual framework. 

Legal framework: 

 Concentration in provisioning reliable routes with stable and harmonized regulations and 

costs including transportation and non-transportation costs (i.e., tariffs, duties, and taxes) 

 Complementary reforms under a soft measure management plan concerning policies, laws, 

regulations, institutions, and procedures aimed at a) removing obstacles to the free flow and 

goods, vehicles and people and b) promoting mutually beneficial trade. 

 Upgrading the rules for trade facilitation among the Troika members 

 

Institutional framework 

 Activating the Troika as an institution for the cooperation of the activities, reducing frictional 

activities and solving the issues that may influence on “fast and reliable” movement of the 

cargos. 

 

Infrastructure: financing, planning, and programming 

 Planning and prioritizing of the infrastructure development programs in cooperation to 

avoid disconnected links that lead to deficiencies 

 Supporting multimodal transportation  

 Upgrading current road and rail infrastructure to establish enough capacity and eliminating 

physical barriers of the route 
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 Establishing and upgrading enough capacity for border crossing to eliminate the physical 

barriers of  border 

 

Corridor performance monitoring and dissemination 

 Controlling the efficiency and reliability of  transportation alongside the corridor 

 Controlling the efficiency and reliability of  trade and economic development alongside the 

corridor 

 Tracking the progress of approved projects for infrastructure developing 

 

Corridors promotion and brand 

 Brand management of the corridor and echoing a unified voice from various components of 

the corridor 

 Stakeholders relation management 

 

Capacity building: technical assistance and studies 

 Capacity building for providing a service with contestant quality alongside the corridors 

 

In the following, we present the proposed policies of each area in details. 

 

4.3.2 Legal framework 

For activating a transport route in cargo transit, two soft and hard layers should be designed. The 

main part of the soft layer consists of regulations, laws, and formalities that may influence the cargo 

transit as well as trade flow. 

 

For the cargo transit, concluding mutual contract among the Troika will not cover the entire 

requirements. It is necessary to implement international standards, platforms, and conventions that 

are acceptable for the target markets as well. To catch this goal, it is necessary that the governments 

and law-making organizations support the mutual recognition of systems and procedures.  

 

Although the Troika countries are members of relevant international conventions, the problem of 

crossing the border is still alive. Due to this fact, the Troika border management systems, as well as 

customs software, should be compatible with international best practice information systems. All 

stakeholders should approve the systems and procedure, and all the related systems and procedures 

should be upgraded.  

 



134 

 

Although the primary objective of a transport corridor is to improve the efficiency of cargo 

transportation, the governments use it also as a catalyst for facilitating the trade. Like transportation, 

a soft layer should be implemented that supports the trade facilitation and cooperation of the 

entrepreneurs of the region. It is necessary to reduce the costs of regional trade such that the traders 

prefer to cooperate with other partners in the region. It can happen via preferred tariffs of trade and 

facilitating the regional investment of the residents of the members of the Troika. Also, the 

popularity of the concept of a currency swap is growing for regional trade. The currency swap means 

that the banks of the members of the Troika will accept the currencies of the other members in a 

predetermined settlement mechanism. It can hedge the regional trade against the sensitivity of the 

trade to the devaluation of the currencies of the members of the Troika and also accelerates the 

money transfers with mutual crediting procedures. 

 

Following policies by the objectives of the corridor are recommended: 

 Policy area of growing the relations of the Troika for initiating tri-lateral cooperation in 

the form of a Troika to facilitate trade and cargo transit through the region and cooperation 

in international corridor development 

 Policy area of facilitating the crossing the border for mutual recognition of systems and 

procedures 

 Policy area of facilitating the trade for decreasing the costs of regional trade 

 

For implementing the recommended policies, we suggest to implement the following actions: 
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Table 77: Legal framework policy areas and their respective tasks and elements 

Policy area Tasks and elements 

Policy area of growing 

the relations of the 

Troika 

 Concluding MOUs and tri-lateral contracts for establishing a Troika that 

aims to activate the potentials of the region in cargo transit and 

facilitate the trade for regional economic development 

Policy area of facilitating 

the crossing the border 

 Developing one-stop-shop concept in the corridor by clear and 

straightforward customer processes with standard and stable 

procedures by standardizing information exchange, coordinated border 

management, and joint border crossing controls by implementing 

internationally accepted standards and platforms such as EIP, WTO, 

UNECE, UNESCAP, and OSCE 

 The Troika border management systems, as well as custom software, 

should be compatible with international best practice information 

systems 

 facilitating the inspection system by acceptance of the sealed container 

by other members of the Troika 

 Eliminating the ad hoc interventions of the domestic organizations  

 Facilitating the regulations of crossing the border for the people 

including visa issuance 

Policy area of facilitating 

the trade 

 Facilitating implementation of Single Window mechanisms for trade 

facilitation among the Troika 

 Establishing preferred tariffs for the members of the Troika to increase 

the level of regional cooperation in the form of the free trade zone 

 Implementing the currency swap mechanism in mutual banking 

relations 

 Facilitating foreign investments for the residents of the members of 

Troika to invest in joint business opportunities 

 

4.3.3 Institutional framework 

Developing a corridor is a multi-goal and multilateral cooperation. The issues and problems that may 

arise during the implementation and operation of the corridor are cross-sectoral and even may 

change during the time. In this case, it required to have mutual understanding and cooperative 

actions to activate the corridor.  

 

Organizing a steering committee that guides the cooperation and supports the activities that are 

required for activating the corridor will accelerate the progress of the corridor toward its goals. The 
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purpose of such committee is to provide mutual understanding from expectations to all stakeholder 

countries and to support the cooperative actions and initiatives and the activities in financial, legal 

and technical-wise. This committee needs to be supported by high-level political decision makers in 

order to solve the issues and problems that may arise during developing of such project. Such a 

committee needs to be official, its meetings should be held regularly, and it should have a specific 

agenda to follow the activities related to the corridor. 

 

Although the Troika must approve the form of this committee, its effectiveness, avoiding unnecessary 

formalities, flexibility, and supportiveness should be taken into account. Since activating such 

corridor needs political support, this committee can be designed at two levels: 

1. the high-level decision makers that can support the operation of the members toward 

strategic goals of the corridor and accelerate the required changes in legal environments 

2. the operational level that ensures the implementation of decisions and solves the cross-

sectoral issues 

 

Implementing such a committee may have the following benefits: 

1. It resonates a united echo of the corridor’s objectives from high-level officials which forms its 

mutual identity 

2. It signals positively to the international funding institutes for allocating resources required 

for the development of the corridor 

3. It accelerates the implementation of required actions for activating the corridor 

4. It decreases the fragility of multilateral-multinational agreements in solving the complex 

issues 

5. It is a platform that reinforces the cooperation in trade and regional development 

6. It is a platform for planning, prioritizing and financing the projects that should be 

implemented in various countries 

7. It follows and monitors maintenance of the corridor 

8. It monitors the performance of the corridor and approves corrective actions if required 

 

Following policies by the goals of the corridor are recommended: 

 Policy area of establishing a steering committee for approving the high-level plan and 

decision making for cooperative activities, funding issues, commission work programs, 

strategic plans, management plans, and other national-level decisions for activating the 

corridor 
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 Policy area of participation of local authorities and the private sector for doing the 

dialogue with the private sector to attract them to invest alongside the corridor  

 

For implementing the recommended policies, we suggest to implement the following actions: 

 
Table 78: Institutional framework policy areas and their respective tasks and elements 

Policy area Tasks and elements 

Policy area of 

establishing a steering 

committee 

 Establishing a steering committee (corridor forum) consisting of high 

level and operational level decision makers aiming to approve 

cooperation decisions and solve all issues in order to provide a fast and 

reliable corridor 

 Establishing the structure of working groups for analyzing the issues 

related to activate the corridor  

 Establishing efficient mechanisms for solving conflicts and issues in 

front of domestic organizations of the Troika 

Policy area of 

participation of local 

authorities and private 

sector 

 Developing a list of investment opportunities for the  private sector and 

latest studies of those projects 

 Notifying and justifying the local authorities to attract local investor for 

development of the projects 

 

4.3.4 Infrastructure: Financing, planning, and programming  

Due to the importance of the transportation sector for the Troika, there are sole development plans 

for the road, sea, and rail in each of the countries. Investment should be mostly with the aim of the 

improving and upgrading the physical capacity of existing links and nodes in a corridor. It may be 

necessary to improve the existing infrastructure by enlarging the width of some sections of the 

corridor or removing choke points. Consequently, the majority of the infrastructures on the roads as 

well as borders are being completed in national level.  

 

However, for activating the cargo transit in a corridor, it is required to implement development plans 

with interstate cooperation by the purposes of the Troika. Development plans should be 

implemented with coordination to neighboring countries at an early stage to avoid fragmented 

infrastructure. This fragmentation may happen in disconnected routes or overcapacity, which yields 

to underutilization of infrastructure. 

 

It is necessary to develop a master plan, which is accepted by all the Troika members. This master 

plan should focus on all infrastructures from the routes to the border infrastructure to provide 
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adequate capacity that provides high-speed corridors. For fund developing, the projects should be 

evaluated and prioritized. For prioritizing the project, it is required to justify the benefits of the 

project. It will help to attract the fund in joint development plans. 

 

In developing the infrastructure, multimodal transportation should be taken in the account. It is 

especially important because it desires to connect the Indian Ocean countries to the land/rail 

transport system.  The problem of such diversity in the mode of transportation is the time that is 

required for changing the mode. Due to this issue, the specialized equipment that accelerates this 

process should be provided to avoid delays. Intermodal yards as logistics hubs, which will offer 

storage, consolidation, and deconsolidation services should be configured. They can also serve as 

hubs for the collection and distribution of exports and imports.  

 

In the master plan of the corridor, providing intersections to the other economic centers and ports 

should be considered. For example, Ommul-Qasr port in Iraq is an active port with liners to the 

important ports of the world. It is located about 40 km to the west of Imam Khomeini port in the 

Persian Gulf, which is the gateway of the Troika’s corridor. By connecting to this port, the potential of 

the corridor to attract more cargo transit is improved. Another advantage of this connection is that it 

decreases the costs of transportation by increasing the level of competitiveness. Even in the case of 

high-quality infrastructure, the costs of transportation will be determined mainly by carriers. In such 

a situation, increasing the competitiveness among the carriers will lead to reduced prices for the 

customers. Therefore, more connectivity to the main ports means that the traders can use the liners 

with better prices to the gateways of the corridors. Decreasing the freight rate by activating more 

carriers and competition among them will improve the attractiveness of the route. 

 

It is necessary to define the categories of the Troika level, national-level, and private investment. It 

may be defined in the master plan. Many parts of the corridor are developing now with national 

funds. However, it may be required to define Troika level projects to be financed collectively or 

bilaterally by the members. For example, joint customs can be developed by bilateral agreements. 

Also, a part of projects will be financed by the private sector that is mostly related to the medium-

sized logistic service companies like storages, labeling, packaging, and other logistic value-added 

services. 

 

Logistic services are now a major part of the trade costs. Logistic parks are a platform of logistic 

services that are aggregated in the form of a park. Aggregating these kinds of services as well as 

connecting them to the official customs will decrease the total costs of the trade. Establishing special 
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logistic parks like agricultural parks is one of the main requirements of the Troika to improve the 

level of the service provided to the traders. It also will improve the maturity level of the logistic 

service companies from 2pl to 3pl and 4pl. In such an environment, traders can outsource larger 

parts of the operations to the logistic services. The outsourcing not only will decrease the trade costs 

for the traders but will also generate more value in the services sectors of the countries.  The 

members of the Troika should concentrate on deregulation and providing an environment to 

improve the maturity level of the logistics companies in order to decrease the trade costs via this 

corridor. 

 

According to the documents received from Mr. Rufat Bayramov, Head of Office of “coordination 

council of the Republic of Azerbaijan on transit freight,” Azerbaijan’s view in developing logistic 

centers is as follow: 

Logistics and trade centers may well be instrumental in attaining added value from trade operations 

for Azerbaijan. Two major factors are at play for the establishment of logistics and trade centers: 

1. Provision of logistics services specifically for multimodal operations and high-value 

container transportation is a critical input to trade growth. 

2. The expanded scope of services provided could assist Azerbaijan's claim on a higher stake in 

total trade. In this view, the country will work to establish logistics and trade centers in 

different localities in order to facilitate transit trade growth both regarding volumes and 

value. 

In 2012, the world logistics industry's total value was estimated at USD2.3 billion for various sub-

sectors. In these sub-sectors, global third-party logistics (“3PL”) in 2012 had a value of USD219 

billion, which makes approximately 10 percent of the market value of the logistics industry. 

Azerbaijan's current involvement in third-party logistics is below the worldwide levels, which could 

translate into becoming a priority sub-sector for future development of said industry in the country. 

The country's participation rate in third-party logistics can be increased through the establishment 

of logistics and trade centers.  

Areas of added value logistics services that need to be further developed are: 

 financial services through cargo insurance, customs brokerage, letter of credit, refund of 

courier contracting/brokerage/transportation payments and customs duties; 

 transportation through freight forwarding, International Commercial Terms (Incoterms) 

management, multimodal transportation, transportation network planning, cargo transit 

consolidation; 

 warehousing/distribution through cross-handling/distribution, warehouse facilities, timely 

delivery/kanban system, container loading/packaging, light industry/assembly and 
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packaging, installation/removal, procurement management, consolidation/deconsolidation; 

 other services, including ISO certification, graded food evaluation, call centers, security 

processes. 

 

Due to the information received from the focal point of Azerbaijan, the country is developing a 

logistics center near the Iranian border, which is under the scope of this study. Consequently, the 

Troika can benefit from this center. According to the documents received from Mr. Rufat Bayramov, 

Head of Office of “coordination council of the Republic of Azerbaijan on transit freight”: 

 

Several prospective areas can be considered for a phased-in approach to establishing logistics and 

trade centers in Azerbaijan (Figure 20). The settlement of Alat, Baku, is considered a priority area as 

it accommodates the new Baku Port Complex and a free trade zone, and has the potential to increase 

the scope of trade in the country. In the second phase, the creation of logistics and trade centers in 

borderline provinces can be considered. These include the Red Bridge off of a highway and the East-

West Corridor, the province of Astara that has access to the Iranian trade and Russian marketplace, 

as well as the province of Khachmaz that has the potential for direct trade with Russia owing to its 

seat on the North-South Corridor. Once the logistics and trade centers network are set up, a center 

could be established in Ganja or Yevlakh for domestic freight forwarding. These provinces will be 

assessed for potential operation as a logistics and trade center that would support the agricultural 

and industrial production in the adjacent areas, using their position on a major corridor. Also, the 

province of Julfa or Sadarak, the Nakhichevan Autonomous Republic, will also be evaluated in this 

context (Figure 40). 
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Figure 40: Five prospective locations for logistics and trade centers in Azerbaijan 

 

Mr. Rufat Bayramov believes that it is required to have a phased-in approach to develop the logistic 

center. In such an approach, the basic and urgent needs of the users should be identified and be 

developed first. Then, based on a phased-in approach, it will be developed to higher maturity levels. 

He said: 

 

While containerized carriage allows for the most recycling, business-oriented services are likely to be 

the principal source of the highest value in the short run until the scope of container trade rises. 

Since most of the cargo transiting through Azerbaijan is dry and liquid cargo flows, principal 

emphasis will be placed on financial services and multimodal transportation in the short run. The 

value and scope of trade at the logistics and trade centers will be increased through shifting the focus 

to cargo warehousing and distribution in the mid-term run. Recycling will have an increased scope as 

a result of the growing container transportation, with added value opportunities broadened. Cargo 

and products must be regularly analyzed by the flow type to allow for differentiating logistics and 

trade center services. Therefore, trade flows transited through the country will be systematically 

reviewed and the operations of the logistics and trade centers will be optimized in order to realize 

the full value of logistics. For example, liquid cargo includes different types of loads, each of which 

needs to be comprehensively evaluated. Although oil and gas product transportation does not 

generate a high added value, there is a potential for generating value from edible oils. A phased-in 

approach can be employed to establish logistics centers: - Priority should be given to the services to 
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be provided by the new port and free trade zone; - A second phase could be started at the borders in 

order to facilitate logistics for companies to be established at the free trade zone; - In the final phase, 

a local center could be considered. 

 

The maintenance of each part of the corridor will have its influences on the total efficiency of the 

corridor. Due to this fact, it is necessary to develop a maintenance plan for roads and other critical 

infrastructures. So, a predetermined plan for maintenance issues should be approved by each 

member of the Troika to carry out the maintenance operation. 

 

Following policies by the goals of the corridor are recommended: 

 Policy area of the master plan and implementation framework for planning the 

infrastructure in cooperation and agreeing on implementing the prioritized projects 

 Policy area of intersecting with other corridors for increasing the number of links to 

other economic centers    

 Policy area of financing the infrastructure development plan for defining the financing 

strategies of the countries for implementing the projects 

 Policy area of providing logistics services alongside the corridor for improving the 

maturity level of the logistic service companies from 2pl to 3pl and 4pl companies 

 Policy area of maintenance to keep a predetermined level of the quality of the 

infrastructure 

 

For implementing the recommended policies, we suggest to implement the following actions: 
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Table 79: Infrastructure framework policy areas and their respective tasks and elements 

Policy area Tasks and elements 

Policy area of the master 

plan and 

implementation 

framework 

 Establishing the baseline data on infrastructure, traffic flows and transit 

times 

 Establishing the list of ongoing projects of the members of the Troika  

 Developing joint master plans for upgrading the existing infrastructure 

and required development plan cooperatively to avoid disconnections 

 prioritize the projects with maximum mutual benefits for the Troika 

aligned to the targets of the troika and efficient investment in 

infrastructure by financing and implementing the prioritized projects 

Policy area of supporting 

multimodal 

transportation 

 configuring multimodal services near the main ports to provide the 

facilities for decreasing the time of changing the transportation mode 

Policy area of 

intersecting with other 

corridors 

 Identification of the local economic centers and ports 

 Creating links to the economic centers and ports as national plans of the 

members of the Troika 

Policy area of financing 

the infrastructure 

development plan 

 Determining and categorizing the scope level of the projects  

 Defining national level projects as well as investment opportunities for 

the private sector 

Policy area of providing 

logistic services 

alongside the corridor 

 Deregulation of the logistic services to activate the logistic service 

companies and improving the maturity level of the logistics business to 

grow 3pl and 4pl companies 

Policy area of 

maintenance 

 Establishing the list of the critical maintenance operation 

 Develop a budget plan for maintenance which should be approved by 

all members of the Troika 

 Regular reporting of the maintenance activities to the steering 

committee 

 

4.3.5 Performance: Corridor performance monitoring and dissemination 

Performance has a different meaning for different categories of involved actors. The definition of 

performance criteria must, therefore, take into account those respective meanings. The framework, 

which has emerged for the om dialogue, conducted both across and within corridors includes two 

critical perspectives (Hartmann, 2013): 

 the perspective of the traders, who are primarily concerned by the impact of corridors on 

their competitiveness, through the cost of moving goods, the length of time associated to this 
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movement, and also the uncertainties on the delays which may prevent them to meet 

delivery deadlines; and  

 the perspective of the policymakers, who have the responsibility to ensure the long-term 

adequacy between the demand, expressed by the trade volumes, and the offer, expressed by 

the characteristics of the infrastructure and the logistics services delivery. 

 

The proposed corridor performance framework combines dimensions of performance with corridor 

functions: 

 Prices for the traders, and also the cost factors for the logistics service providers and control 

agencies entering into the composition of that price, across the main corridor components; 

 Times, corresponding to the combination of the individual processes times, the idle time 

between successive processes, and also the variations of those times resulting in the 

uncertainties of delays, for port dwell time, transport time, and final clearance; 

 Volumes, by corridor routes and components (modes and nodes) and by nature (intra-

regional, international, transit); 

 Characteristics of the transport and logistics infrastructures and services, regarding design 

capacity, and efficiency, for each of the main corridor modes and nodes 

 

The aim of developing physical infrastructure is to provide a more efficient transportation route for 

traders. An efficient transport corridor will focus on improving transportation efficiency indicators 

as well as development indicators: 

 Improving the costs of trade through reduced transportation, logistic, administrative and 

documentation costs 

 Reducing total traveling time & increasing reliability of service by simplified customs process 

& border crossing facilitation 

 Increasing trade competitiveness through less costly imports and more competitive exports 

 Promoting economic growth within the areas of influence of the corridor through opening 

remote regions and developing clusters of economic activities 

 

The first two indicators of efficiency of the corridor are directly related to the infrastructure and 

management of the corridor. However, the third and fourth indicators are related to the economic 

development of the region. 

 

The time of transportation includes the traveling time plus any time required for changing the mode 

of transport, inspection issues, changing the regulatory and formalities in crossing the border. 
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Having efficient transportation consists of improving the transit time of the cargo by eliminating the 

bottlenecks and formalities, either physical barriers or nonphysical barriers. At the same time, the 

reliability of the transit time is very important for the carriers. Variation in time makes the prediction 

of the real-time transportation very complex. Since transportation is just one component of the trade 

activities, its consequences on the total time of trade transitions will harm the trades. An efficient 

transport corridor should provide an improved transportation time as well as lessening its 

variations. This justification holds for costs of transportation alongside the corridor. Any costs 

related to the transportation of the products including moving the cargo or logistics activities, not 

only should be improved but also should be reliable. Any unreliability will prolong the trade cycle 

time theoretically and consequently influences on traders expectation from this route.  

 

An efficient corridor aims to facilitate trade and increase regional development. The countries will 

mainly benefit from such corridor in term of increasing the cargo transit traffic. Consequently, the 

Troika should collect and analyze data about the total traffic of cargo transit as well as inter- and 

intra-region trade of the Troika through this corridor. Such indicators show that how much the 

corridor could improve the trade. At the same time, the relation of the corridor development with the 

gross production of the region should be analyzed. This indicator will show that how much the 

corridor could reach its development targets in the region. 

 

Although each of the members of the Troika may measure the performance of the corridor, it is 

necessary to assess with a unified standard and measures collectively. Such performance not only 

measures the efficiency of the corridor in interior regions of each country but also declares the real 

performance of the corridor in the whole route and border points. Due to this fact, it is necessary to 

agree on the test indicators, procedures, and bodies.  

 

The results of such test should be published both internally for the use of the members and 

externally to the traders and carriers in order to promote the corridor. Publication of the results will 

ensure the stakeholders about the reliability of the route and the corrective actions made by the 

management of the corridor, which finally will influence its attractiveness. 

 

Another important issue that should be reported to the steering committee is the progress of 

infrastructure development according to the master plan.  Since the Troika will benefit from the 

corridor by cooperation in implementing the projects, it is necessary to report the progress of the 

projects of all three members of the Troika. It is because any delay from each member in 

implementing the project may influence the other parties. 
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Following policies by the goals of the corridor are recommended: 

 Policy area of data collection and performance measurement  for ensuring the efficiency 

of the corridor in time, cost, trade and development objectives 

 Policy area of monitoring the implementation of agreements and activities for tracking 

the progress of implementing the master plan and other agreed projects to activate the 

corridor 

 Policy area of dissemination of data and reports to report the latest status of 

performance indicators and project progress to the stakeholders as well as publishing them 

publically 

 

For implementing the recommended policies, we suggest to implement the following actions: 
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Table 80: Performance management framework: policy areas and their respective tasks and 

elements 

Policy area Tasks and elements 

Policy area of data 

collection and 

performance 

measurement 

 Establishing indicators (amount of transit, trade, time and costs of 

transportations, the capacity of infrastructure)  list to be tested and 

approving the list by all members of the Troika  

 Carry out a regular inspection on maintenance operation of the 

infrastructure 

 Establishing a list of bottlenecks to be evaluated periodically 

concerning relevant performance indicators 

 Establishing an issue management system to alarm any new issue that 

will influence the efficiency of the corridor to the steering committee 

 Analysis of bottlenecks including the capacity of the links, nodes and 

gateways, ports and border posts and formalities 

 Establishing an independent body to carry out the tests 

 Establishing a database for recording the results and analyzing the 

trend and reliability of each indicator 

 Proposing corrective actions based on the field visits 

Policy area of 

monitoring the 

implementation of 

agreements and 

activities 

 Monitoring the progress of the projects by approving a project 

management mechanism for cooperation in implementation and 

monitoring the progress of the project  

Policy area of 

dissemination of data 

and reports 

 Defining and categorizing the stakeholders and users of the data of the 

corridor 

 Defining separate regular periodical journals to publish the data and 

information related to the corridor by the final user of the data 

 

4.3.6 Corridor Promotion and stakeholder consulting 

Commercialization of a corridor in a competitive environment is a complex task. Private and public 

sectors are involved in a corridor. Governments and large unions mostly develop infrastructure 

while the private sector provides transportation and logistics services. The main complexity is to 

gather all stakeholders around a fully accepted vision of the corridor and support its development 

plan. This complex situation may limit the agility of the corridor governance.  
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A public relation (PR) department below the steering committee can be defined to collect the visions 

of the private sector and the stakeholders. Also, it can arrange forums that high-level decision 

makers, as well as private sector in logistic services and the carriers, can participate. In such 

meetings, the end users of the corridor can directly contact with the end users and collect the real 

experiences of them alongside the corridor. Another way of activating such corridor is the face-to-

face promoting of the corridor to the high-level decision makers of the target countries. Such kind of 

negotiations especially can be done by big players like India and Russia. 

 

To activate the corridor, besides the infrastructure projects, it should be announced and recognized 

by the public. Due to this fact, it is necessary to arrange a newsletter and PR strategy to manage the 

brand of this corridor. Some popular corridors like CPEC have a dedicated website that releases the 

latest news and publishes the public reports and studies related to the corridor. Such a website can 

also be used for collecting public views about the corridor to solve the issues of the end users of the 

corridor. 

 

Following policies by the goals of the corridor are recommended: 

 Policy area of relations with the private sector for closer relations of the decision makers 

and the end users of the corridor 

 Policy area of promotion by providing a website and publishing activities 

 

For implementing the recommended policies, we suggest to implement the following actions: 
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Table 81: Corridor promotion and stakeholders consulting framework policy areas and their 

respective tasks and elements 

Policy area Tasks and elements 

Policy area of relations 

with the private sector 

 Establishing a public relation department to contact with the private 

sector and collecting their proposals and complaints regarding the 

corridor efficiency 

 Holding the meeting that participates high-level decision makers as well 

as private sector to make a direct relationship among them 

Policy area of promotion 

 Designing a website for releasing the news, publishing the reports and 

studies and also public relations of the steering committee 

 Establishing a unified brand (Fast and Reliable) and promoting it in 

social media, news agencies 

 Activating the route by high-level negotiations with the target markets 

and developing their motivation in promoting this corridor for their 

international forwarders and carriers 

 

4.3.7 Capacity building: Technical assisting and consulting 

The research studies and programs normally aim to strengthen competencies in the field of trade 

and transport by finding new opportunities for growth, investment, and efficiencies. Due to this fact, 

it is necessary to develop some research studies for issues of trade and transport that finds new 

investment potentials that can provide new revenue streams for the stakeholders. Also, it is required 

to train the personnel of the local authorities of the members of the Troika about the best practice 

cases of the world which will strengthen the competitiveness of the stakeholders. 

 

Following policies by the goals of the corridor are recommended: 

 Policy area of collaborative training to train the stakeholders (personnel of customs 

authorities, trader, carriers) the best practice cases 

 Policy area of finding investment opportunities to make new revenue streams for the 

stakeholders 

 

For implementing the recommended policies, we suggest to implement the following actions: 
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Table 82: Capacity building framework: policy areas and their respective tasks and elements 

Policy area Tasks and elements 

Policy area of 

collaborative training 

 Defining the training requirements of the stakeholders for improving 

their knowledge in knowing the best practices 

Policy area of finding 

investment 

 Carrying out collaborative studies for finding a new area of investment 

alongside the corridor  
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5 Appendix 1: Calculating Times and Costs of Trade Routes 
In this section, we first identify the transport routes among northern and southern target, secondly 

calculate the cost and time of transporting goods along these routes, and finally analyze the results. 

5.1 Identifying the transport routes 

The capital or important cities of target countries should be identified to determine the routes. These 

cities would be considered as sources or destinations of routes later. Moreover, a connecting port 

should be selected in each country. In other words, the general structure of transport routes is as 

follows: 

 Goods are carried from the origin cities to a connecting port via land roads 

 Goods loaded in ships and transported to a connecting port of the destination country.  

 Goods transfer into destination cities throughout land roads. 

For this purpose, the source/destination cities and the connecting ports are presented in Table 83. 

 

Table 83: The source/ destination cities and the connecting ports 

Region Country Source/ Destination City Connecting Port 

Balkan  

Greece Athens Piraeus  

Bulgaria Sofia Burgas 

Romania Bucharest Constanta 

Ukraine Kiev Odessa 

Eurasia Russia  Moscow Saint Petersburg  

Caucasus 

Armenia Yerevan Poti (Georgia) 

Georgia Tbilisi Poti (Georgia) 

Azerbaijan Baku  Poti (Georgia) 

Anatolia Turkey Ankara  Gemlik 

Middle East 

Saudi Arabia Dammam  Dammam 

UAE Dubai Dubai port 

Kuwait Kuwait City Shuwaikh  

Qatar Doha  Doha Port 

Oman Muscat  Muscat port 

South Asia 

Pakistan Karachi  Karachi  

India Mumbai  Mumbai  

Bangladesh Dhaka  Dhaka 

Sri Lanka Colombo Colombo 

 

In this section, we tried to identify three distinct routes for transporting goods from the source 

country to the destination country, which they are as follow: 
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A. The current route, which is the most common carriage now. It mostly composes of a 

maritime route and passes through the Red Sea and Suez Canal. After this, we refer to this 

route as “current” in tables.  

B. The Bandar-Abbas route and Bandar-Imam-Khomeini route that uses Bandar-Abbas and 

Bandar-Imam-Khomeini ports in Iran as the connecting ports. From now on, we refer to 

these routes as “Bandar-Abbas” and “Bandar-Imam” in tables, respectively.  

5.2 The Cost and Time of the Transport Routes  

The data on the distances and transport times are extracted from www.searates.com. The transport 

costs calculate by using the below assumptions: 

 The goods are carried via 20-feet containers (TEU) 

 The cost of carrying goods via road is about 96 cents per kilometer. 

 The cost of carrying goods via sea is 17 cents per kilometer. 

 Terminal handling charges and other port costs are 400 USD. 

 

The costs and times of carrying goods are reported in Table 84, Table 84,  Table 85, Table 86, Table 

87, Table 88 and Table 89. 

Table 84: The Costs and Times of Carrying Goods from the Middle East to Russia and Turkey 

From - To Route 
Russia Turkey 

Cost (USD) Time (Day) Cost (USD) Time (Day) 

Saudi Arabia  

Current 3884 29.88 2515 18.33 

Bandar Abbas 4986 9.21 4086 8.21 

Bandar Imam 4521 7.92 3520 6.92 

UAE 

Current 3787 29.04 2418 17.50 

Bandar Abbas 4894 8.42 3994 7.42 

Bandar Imam 4569 8.54 3568 7.54 

Kuwait  

Current 3916 30.38 2547 18.79 

Bandar Abbas 5018 9.71 4118 8.71 

Bandar Imam 4456 7.38 3455 6.38 

Qatar  

Current 3840 29.71 2471 18.13 

Bandar Abbas 4942 9.04 4042 8.04 

Bandar Imam 4521 8.17 3520 7.17 

Oman  

Current 3698 28.08 2329 16.54 

Bandar Abbas 4940 8.88 4041 7.88 

Bandar Imam 4653 9.33 3652 8.33 

 

  

http://www.searates.com/
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Table 85: The Costs and Times of Carrying Goods from the Middle East to Balkan 

From - To Route 

Greece Bulgaria  Romania Ukraine  

Cost 

(USD) 

Time 

(Day) 

Cost 

(USD) 

Time 

(Day) 

Cost 

(USD) 

Time 

(Day) 

Cost 

(USD) 

Time 

(Day) 

Saudi 

Arabia  

Current 2029 17.13 2501 18.63 2364 18.67 2648 19.46 

Bandar Abbas 5481 10.21 4958 9.21 5041 9.21 4945 9.21 

Bandar Imam 4915 8.92 4392 7.92 4474 7.92 4378 7.92 

UAE 

Current 1933 16.29 2404 17.79 2267 17.83 2551 18.63 

Bandar Abbas 5389 9.42 4866 8.42 4949 8.42 4853 8.42 

Bandar Imam 4963 9.54 4439 8.54 4522 8.54 4426 8.54 

Kuwait  

Current 2061 17.63 2532 19.13 2396 19.17 2680 19.96 

Bandar Abbas 5513 10.71 4990 9.71 5073 9.71 4977 9.71 

Bandar Imam 4849 8.38 4326 7.38 4409 7.38 4313 7.38 

Qatar  

Current 1986 16.96 2457 18.46 2320 18.50 2605 19.29 

Bandar Abbas 5437 10.04 4914 9.04 4998 9.04 4902 9.04 

Bandar Imam 4915 9.17 4392 8.17 4474 8.17 4378 8.17 

Oman  

Current 1843 15.33 2315 16.83 2178 16.92 2462 17.67 

Bandar Abbas 5436 9.88 4912 8.88 4996 8.88 4900 8.88 

Bandar Imam 5047 10.33 4524 9.33 4606 9.33 4510 9.33 

  

Table 86: The Costs and Times of Carrying Goods from the Middle East to the Caucasus 

From - To Route 

Azerbaijan Armenia Georgia 

Cost 

(USD) 

Time 

(Day) 

Cost 

(USD) 

Time 

(Day) 

Cost 

(USD) 

Time 

(Day) 

Saudi Arabia 

Current 3127 20.63 2796 20.29 2577 20.00 

Bandar Abbas 2908 6.21 3181 7.21 3222 7.21 

Bandar Imam 2444 5.92 2612 5.92 2756 5.92 

UAE 

Current 3030 19.79 2699 19.46 2480 19.17 

Bandar Abbas 2816 5.42 3089 6.42 3130 6.42 

Bandar Imam 2492 6.54 2660 6.54 2804 6.54 

Kuwait 

Current 3159 21.13 2828 20.79 2609 20.50 

Bandar Abbas 2940 6.71 3213 7.71 3254 7.71 

Bandar Imam 2378 5.38 2546 5.38 2690 5.38 

Qatar 

Current 3084 20.46 2752 20.13 2533 19.83 

Bandar Abbas 2865 6.04 3137 7.04 3178 7.04 

Bandar Imam 2444 6.17 2612 6.17 2756 6.17 

Oman 

Current 2941 18.83 2610 18.50 2391 18.21 

Bandar Abbas 2863 5.88 3135 6.88 3177 6.88 

Bandar Imam 2576 7.33 2744 7.33 2888 7.33 
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Table 87: The Costs and Times of Carrying Goods from South Asia to Russia and Turkey 

From - To Route 
Russia Turkey 

Cost (USD) Time (Day) Cost (USD) Time (Day) 

Pakistan 

Current 3762 28.83 2393 17.25 

Bandar Abbas 5053 10.08 4154 9.08 

Bandar Imam 4766 10.58 3765 9.58 

India 

Current 3822 29.42 2452 17.88 

Bandar Abbas 5184 11.42 4285 10.42 

Bandar Imam 4898 11.92 3896 10.92 

Bangladesh 

Current 4328 34.50 2959 22.96 

Bandar Abbas 5794 19.54 4895 18.54 

Bandar Imam 5508 20.04 4506 19.04 

Sri Lanka 

Current 3955 30.88 2585 19.29 

Bandar Abbas 5421 15.92 4521 14.92 

Bandar Imam 5134 16.38 4133 15.38 

 

Table 88: The Costs and Times of Carrying Goods from South Asia to Balkan 

From - To Route 

Greece Bulgaria  Romania Ukraine  

Cost 

(USD) 

Time 

(Day) 

Cost 

(USD) 

Time 

(Day) 

Cost 

(USD) 

Time 

(Day) 

Cost 

(USD) 

Time 

(Day) 

Pakistan 

Current 1908 16.08 2379 17.58 2243 17.63 2527 18.42 

Bandar Abbas 5549 11.08 5025 10.08 5109 10.08 5013 10.08 

Bandar Imam 5160 11.58 4637 10.58 4719 10.58 4623 10.58 

India 

Current 1936 16.67 2438 18.21 2302 18.25 2586 19.00 

Bandar Abbas 5680 12.42 5156 11.42 5240 11.42 5144 11.42 

Bandar Imam 5291 12.92 4768 11.92 4851 11.92 4755 11.92 

Banglades

h 

Current 2474 21.75 2945 23.25 2808 23.33 3093 24.08 

Bandar Abbas 6290 20.54 5767 19.54 5850 19.54 5754 19.54 

Bandar Imam 5901 21.04 5378 20.04 5461 20.04 5365 20.04 

Sri Lanka 

Current 2100 18.13 2571 19.63 2435 19.67 2719 20.46 

Bandar Abbas 5916 16.92 5393 15.92 5477 15.92 5381 15.92 

Bandar Imam 5528 17.38 5004 16.38 5087 16.38 4991 16.38 
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Table 89: The Costs and Times of Carrying Goods from South Asia to the Caucasus 

From - To Route 

Azerbaijan Armenia Georgia 

Cost 

(USD) 

Time 

(Day) 

Cost 

(USD) 

Time 

(Day) 

Cost 

(USD) 

Time 

(Day) 

Pakistan 

Current 3006 19.58 2619 19.17 2456 18.96 

Bandar Abbas 2976 7.08 3248 8.08 3290 8.08 

Bandar Imam 2689 8.58 2857 8.58 3001 8.58 

India 

Current 3065 20.17 2734 19.83 2515 19.54 

Bandar Abbas 3107 8.42 3379 9.42 3421 9.42 

Bandar Imam 2820 9.92 2988 9.92 3132 9.92 

Bangladesh 

Current 3572 25.25 3241 24.92 3022 24.63 

Bandar Abbas 3717 16.54 3990 17.54 4031 17.54 

Bandar Imam 3430 18.04 3598 18.04 3742 18.04 

Sri Lanka 

Current 3198 21.63 2867 21.29 2648 21.00 

Bandar Abbas 3343 12.92 3616 13.92 3657 13.92 

Bandar Imam 3057 14.38 3225 14.38 3369 14.38 

 

5.3 Analysis of Transport Routes 

To analyze the results and to avoid prolongation, we selected a representative country from each 

region. The selection criterion was the trade importance or the geographic location. For this purpose, 

we make sure the analysis can be extended to the whole region. The representative countries are as: 

 In South Asia, India was selected 

 In the Middle East, UAE was selected. 

 In Eurasia, Russia was selected. 

 In the Balkan region, Ukraine was selected. 

 In the Caucasus, Azerbaijan was selected. 

 In Anatolia, Turkey was selected. 

 

 The costs and times of carrying goods from India to Russia, Ukraine, Turkey, and Azerbaijan are 

given in Figure 41 and Figure 42. It is so clear that the cost of carrying goods using the current route 

is generally less than Bandar-Abbas and Bandar-Imam routes in most of the cases. It is worthy to 

note that in the case of Azerbaijan, the cost of the current route is slightly more than the Bandar-

Imam route. On the other hand, the time for carrying goods using Bandar-Abbas and Bandar-Imam 

routes are considerably less than the current route in all cases.  

 

In the above figure, the costs and times of carrying goods from UAE to Russia, Ukraine, Turkey, and 

Azerbaijan are given. It is clear that the cost of carrying goods throughout the current route is 
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generally less than Bandar-Abbas and Bandar-Imam routes in most of the cases. It is notable that in 

the case of Azerbaijan, the cost of the current route is slightly more than the Bandar-Abbas and 

Bandar-Imam routes. On the other hand, times of carrying goods using Bandar-Abbas and Bandar-

Imam Routes are considerably less than the current route in all cases.  

Concluding from the cost and time of transport routes, the following outcomes can be inferred: 

 For carrying goods from East Asia and Middle East regions to Russia, the Balkan region, and 

Turkey and vice versa, the transportation cost of the current route is less than Bandar-Abbas 

and Bandar-Imam routes.  

 For carrying goods from East Asia and Middle East regions to Caucasus region, the 

transportation cost of the current route is higher than Bandar-Abbas and Bandar-Imam 

routes.  

 For carrying goods from East Asia and Middle East regions to Russia, Balkan region, Turkey, 

and Caucasus region and vice versa, the transportation time of the current route is 

considerably higher than Bandar Abbas and Bandar Imam routes.  

 

Figure 41: The Comparison of Transport routes from South Asia 
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Figure 42: The Comparison of Transport routes from the Middle East 

  

  
 

Hence, we conclude that the costs of transportation throughout Bandar-Abbas and Bandar-Imam 

routes are higher than those in the current routes generally. However, at the same time, the 

transportation time of Bandar-Abbas and Bandar-Imam routes are less than those in the current 

route. In Table 90, we have calculated that for saving each day, how much extra cost is to be incurred.  

 

Table 90: index of extra incurred for each day of time-saving 

Route 
index 

Bandar-Abbas Bandar-Imam 

The Middle East to Anatolia 156 115 

The Middle East to the Caucasus -15 -41 

The Middle East to Balkan 225 186 

The Middle East to Eurasia 54 38 

East Asia to Anatolia 246 208 

East Asia to the Caucasus 4 -24 

East Asia to Balkan 337 306 

East Asia to Eurasia 76 61 
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6 Appendix Two: Estimating the opportunity cost of trading from the 

Troika Corridor in comparison to the traditional routes 
 

6.1 Introduction 

As a part of chapter three of this study, it was conducted to review the revenue from cargo 

absorption into the Troika Corridor. Therefore, it was assumed that after augmentation of the 

physical and software infrastructure of the corridor, gradually over several years, each year 20% of 

value-added cargos and 5% of the commodities exchanged between the target countries will pass 

through the Troika Corridor. 

 

One of the crucial questions which should be answered is whether the reform of the infrastructure 

and the improvement of the mentioned corridor can provide the necessary incentives for corridor 

customers or not? It should be warned that the total amount of corridor revenues can be as much as 

“willingness to pay” for corridor customers, which will be determined by the cost and benefits of 

customers in using the corridor. 

 

In the first step, combinations of time and cost potential routes should be calculated to estimate the 

costs and benefits of customers. This issue is included in Appendix 1. It was found in that appendix 

that there are 7 to 17 days of reduced trading time in this corridor in comparison to the traditional 

routes, nonetheless, with this reduction in the shipping time, the shipping charge per container only 

increases up to $ 2,200. 

 

The other question is whether reducing the time of delivery with an increase in the cost of shipping, 

makes the choice of a new route economically to customers justifiable or not? For this purpose, it will 

be first examined how much the "monetary value of time" is due to the decrease in the amount of 

time each day on different routes, and in different ways, the value of time-saving will be estimated 

concerning the volume of available trading. Also, the increase in shipping costs in the corresponding 

routes and the total increase in shipping costs will be estimated. Finally, by deducting the increase in 

transportation costs from the value of reducing transit days, the net value of the transit value added 

for corridors by road will be estimated (Equation No. 2)  

 

Equation 2:  Net Value of Troika Corridor for Customers 

𝑇ℎ𝑒 𝑛𝑒𝑡 𝑣𝑎𝑙𝑢𝑒 𝑜𝑓 𝑇𝑟𝑜𝑖𝑘𝑎 𝑐𝑜𝑟𝑟𝑖𝑑𝑜𝑟 𝑓𝑜𝑟 𝑐𝑢𝑠𝑡𝑜𝑚𝑒𝑟𝑠

= 𝑉𝑎𝑙𝑢𝑒 𝑜𝑓 𝑡𝑟𝑎𝑛𝑠𝑖𝑡 𝑡𝑖𝑚𝑒 𝑟𝑒𝑑𝑢𝑐𝑡𝑖𝑜𝑛

− 𝐸𝑥𝑡𝑟𝑎 𝑡𝑟𝑎𝑛𝑠𝑝𝑜𝑟𝑡𝑎𝑡𝑖𝑜𝑛 𝑐𝑜𝑠𝑡 𝑖𝑛 𝑇𝑟𝑜𝑖𝑘𝑎 𝑐𝑜𝑟𝑟𝑖𝑑𝑜𝑟 𝑟𝑜𝑢𝑡𝑒  
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Subsequently, by providing more details on the above methodology, the corresponding calculations 

are carried out, and the results will be presented and analyzed. 

6.2 Calculate the value of reducing transportation time 

World trade has experienced a drastic grown in recent years. However, this business is under the 

influence of various factors and barriers. Studies in this field have often focused on tariff barriers. 

However, it should be considered that non-tariff barriers also have a significant adverse effect on 

trade facilitation among countries. Among the non-tariff barriers, we can mention the complexity of 

customs procedures, multiple inspections, inconsistencies among various entities and administrative 

corruption. These factors ultimately lead to increased business time. Some studies have taken a 

closer look at the effect of these factors. For example, the report of the ease of Doing Business Index 

(DBI) publishes data on the number of delay days in the import and export processes of countries. 

 

Data on delays in imports and exports are reported by “per day” unit. These data are ultimately less 

comparable regarding financial and economic perspective. A positive step has been taken if the 

reporting unit can convert these figures from “per day” to a tangible and sensible unit such as 

"dollars per day" or "tariff equivalent." In this case, it is possible to consider proposed solutions to 

annihilate non-tariff barriers and reduce the time of trade from a financial perspective. 

 

On the other hand, in the case of some goods, there is a high sensitivity to shipping time, which has 

two main reasons: 

1. Some commodities are sensitive to time due to their nature. Crop and food products due to 

high levels of corruption, electronic products due to the complex and changing technology 

and cars due to the high dollar value per ton, including these products. In contrast, most 

basic commodities such as petroleum products, wood and iron ore based on the low dollar 

value per ton have a low sensitivity to time. These goods are very sensitive to shipping costs, 

and hence the best way to carry is maritime transportation which takes more time than road 

and rail transportation. 

2. The demand for some commodities is uncertain and turbulent. Generally, when demand for 

goods is inevitable, companies can plan for market access and timely presence. The longer 

time companies have to collect information from the market and recognize the needs of 

customers, the more time they have to produce the market desired product. In the case of 

two similar producers, a company that can carry goods over a shorter period to its 

destination, has the power to maneuver and therefore more competitive power than rivals. 
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This ability, especially for companies that produce time-sensitive goods, such as fashionable 

clothing and new-year toys, can become an essential competitive advantage. The ultimate 

limit for this competitive advantage is for manufacturers who intend to operate in just in 

time procedures. 

 

Except for the two mentioned factors, it should be referred to a significant trend in the global value 

chain. Demand for the timely delivery of goods in business is increasing. This growing demand for 

timely delivery is rooted in: 

1. The shift in world trade from bulk commodities to inherently time-sensitive complex 

manufactures,  

2. Wealthy consumers' preference for precise product characteristics and ability and 

willingness to pay for fast delivery, 

3. Increasingly segmented production chains.  

 

Consumers' increasing willingness to pay for precise product characteristics pressures 

manufacturers to produce to specifications and to adapt rapidly. Consumers also see rapid delivery 

as a measure not only of service quality but product quality—waiting renders an excellent inferior. 

Also, consumers are using their higher incomes to pay directly for timely delivery (e.g., many pay 

Internet retailers extra for rush delivery). Timeliness is crucial to the smooth functioning of highly 

segmented production chains that locate production tasks—research and development, component 

manufacture, final assembly, marketing, distribution—where the best, most efficient resources are 

available. As a result, countries increasingly specialize in stages of production rather than entire 

products. This type of trade promises substantial gains, but only if the stages of production can be 

linked in a timely way. For example, multi-stage production networks often rely on "just-in-time" 

inventory techniques to minimize inventory on-hand and in the pipeline. However, the ability to use 

just-in-time techniques is limited when parts suppliers must endure port delays, lengthy inland 

transport, and prolonged customs clearance (Hummels, 2007) 

 

One of the ways to reduce trade time, annihilate non-tariff barriers and stabilize when goods are 

transported is the establishing of transport corridors. These corridors, while improving the physical 

infrastructure of the route, will help the standard and agility of customs, ports, roads, and rails. By 

assessing the effect of the corridor on reducing the transportation time, the corridor's role in trade 

facilitation can be assessed with greater precision. 
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Hummels (2007) in his study asks: How does time affect trade? What costs does it impose? Also, how 

can we measure those costs in dollars? He tried to present a method for expressing time/costs in ad-

valorem, or “tariff equivalent” terms. To calculate the tariff equivalents, we: 

4. Estimate the value of one day saved in transport for each product ("the per-day value of time 

savings" by-product), drawing on trade and shipping data that reveal how much consumers 

value timely delivery of each good. 

5. Calculate the per-day value of time savings for each country, based on the goods it trades or 

might one day trade. 

6. Calculate tariff equivalents for import and export waiting times by combining each country’s 

per-day value of time savings with the Doing Business data. 

 

By using the above method, significant results are obtained. For example, Hummels found that bulk 

products are less time-sensitive than complex manufactures and goods subject to rapid depreciation, 

such as fresh fruit and vegetables. For example, crude oil exhibits no time sensitivity, while each day 

in transportation for vegetables and fruit is equivalent to lowering their prices by 0.9 percent. 

 

As described in this study, different geographic regions have different tariff equivalents per day 

divided by type of trade (import/export). Table 82 contains this information. Information from the 

Middle East and South Asia have been used for the Troika Corridor calculations. 

 

Table 91: Per-Day Tariff Equivalents by Region 

Region Imports Exports 

High income: OECD 0.8 1.0 

East Asian and Pacific 0.8 0.7 

Europe and Central Asia 0.9 0.7 

Latin America and the Caribbean 0.9 0.8 

The Middle East and North Africa 1.0 0.4 

Sub-Saharan Africa 0.9 0.9 

South Asia 1.5 0.6 

 

In our study, the Troika Corridor is presented as a solution that can decrease the time of transiting 

goods and presents sustainable transport to the target countries of the corridor. As stated in the 

introduction of the appendix, this corridor reduces the transit time of the goods in comparison to the 
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traditional route from 7 to 17 days. In the following, according to Hummels (2007) studies, who 

presented a methodology for converting the reduction of transport time to "tariff equivalent," 

attempt to analyze the time-varying data on different routes related to the Troika Corridor, and then 

calculate the monetary value of this transit improvement. 

 

As already mentioned, corridor target countries are divided into two general groups: 

 Southern Corridor Countries include two regions of South Asia and the Middle East 

 North Corridor Countries include four Anatolian, Caucasian, Eurasia and Balkan regions 

 

Based on this, and considering the limited available data from the Hummels (2007) study, we select 

the two regions of South Asia and the Middle East to make calculations. The procedure is as follows: 

 Initially, for each region, the routes to the geographical areas in the north of the corridor are 

identified. 

 Then, for each route, the data related to the reduction of transit time from Appendix 1 will be 

extracted. Besides, corresponding import and export data will be added from Chapter 3. 

 For each geographic region, by type of exchange (import/export), the corresponding figures 

will be obtained in the equivalent tariff table in geographical areas per day. 

 For each route, the equivalent of the total tariff is the product of the number of days reducing 

the transit time in the tariff equivalent of that route 

 Value of transit time reduction is equal to the product of the total tariff equivalent and the 

value of the trade to be absorbed in the route as mentioned earlier.  

Table 92 summarizes the input values of the model and outcomes of the total equivalent tariff. It 

should be noted that in the third chapter, the amount of cargo absorbed by the corridor is calculated 

concerning value and dollar, which can be used in calculations of this section. It is also assumed that 

the potential cargo absorbed by the Troika Corridor is proportional to the trade value of that route. 

Meanwhile, calculations are based on trade statistics in 2016. 
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Table 92: Tariff equivalent information of transit time reduction in the corridor 

Route 
Time 

Reduction 
(Day) 

Potential 
Import 
Value 

Absorbed 
to Troika 
Corridor, 
Billion $ 

Potential 
Export 
Value 

Absorbed 
to Troika 
Corridor, 
Billion $ 

Per-day 
Tariff 

Equivale
nt, 

Import 

Per-day 
Tariff 

Equivale
nt, 

Export 

Total 
Tariff 

Equivale
nt, 

Import 

Total 
Tariff 

Equivale
nt, 

Export 

The Middle 
East from/to 
Anatolia 

9.96 0.80 1.30 1% 0.4% 10.0% 4.0% 

The Middle 
East from/to 
the Caucasus 

13.25 0.04 0.02 1% 0.4% 13.3% 5.3% 

The Middle 
East from/to 
Balkan 

10.08 0.18 0.38 1% 0.4% 10.1% 4.0% 

The Middle 
East from/to 
Eurasia 

20.50 0.06 0.26 1% 0.4% 20.5% 8.2% 

South Asia 
from/to 
Anatolia 

6.96 0.94 0.18 1.50% 0.6% 10.4% 4.2% 

South Asia 
from/to the 
Caucasus 

10.25 0.04 0.06 1.50% 0.6% 15.4% 6.2% 

South Asia 
from/to 
Balkan 

7.08 0.17 0.35 1.50% 0.6% 10.6% 4.3% 

South Asia 
from/to 
Eurasia 

17.50 0.48 0.84 1.50% 0.6% 26.3% 10.5% 

 

As can be seen in the Table 92, the values of the total tariff equivalent in different routes range from 

4 to 26 percent. It means that the Troika Corridor can reduce between 4% and 26% of the trade 

tariffs between each of the existing routes by removing non-tariff barriers. This fact could lead to 

further trade prosperity. According to the table, the import of South Asia and the Middle East from 

Eurasia has the highest total tariffs of 26.3% and 20.5 %, respectively. These routes also account for 

10.5% and 8.2% of the total tariffs in export, respectively. Subsequently, based on the values of the 

equivalent of total tariffs and the potential transit numbers for the corridor in each route, the dollar 

value is calculated as the equivalent of the total tariff. 

 

Table 93 contains results based on input data. It is noted that the Troika Corridor can provide a value 

of 567 million USD to exporters and importers in the target countries by removing non-tariff barriers 

and reducing transit time.  



164 

 

Table 93: Tariff equivalent values of transit time reduction in the corridor 

Route 

Tariff Equivalent 

Value, Import, 

Million $ 

Tariff Equivalent 

Value, Export, 

Million $ 

Tariff Equivalent 

Value, Total 

trade, Million $ 

The Middle East from/to Anatolia 79.4 51.6 131.1 

The Middle East from/to the Caucasus 5.2 1.0 6.2 

The Middle East from/to Balkan 17.9 15.2 33.1 

The Middle East from/to Eurasia 12.3 21.3 33.7 

South Asia from/to Anatolia 97.8 7.3 105.1 

South Asia from/to the Caucasus 5.7 3.8 9.5 

South Asia from/to Balkan 18.1 15.1 33.1 

South Asia from/to Eurasia 127.2 88.4 215.6 

Total 363.6 203.7 567.3 

 

According to the Table 93, in the area of imports, respectively, South Asia from Eurasia with 127.2 

million USD, South Asia from Anatolia with 97.8 million USD, and the Middle East from Anatolia with 

79.4 million USD are at the top. In the export field, South Asia to Eurasia with 215.6 million USD, the 

Middle East to Anatolia with 131.1 million USD, and South Asia to Anatolia with 105.1 million USD, is 

the highest values of the equivalent of the total tariff. 

 

The policy implications of the Table 93 are that routes with the highest value of the equivalent of the 

total tariff should be at the top of the marketing efforts and customer engagement negotiations. 

6.3 Calculation of the increase in transportation costs 

In the previous section, it was said that the Troika Corridor was able to reduce the transit time for 

various destinations for target countries. Also, by using the concept of tariff equivalent per day,  the 

calculation of the total tariff equation and its dollar value for each route acquired. It should be noted 

that this time reduction is not achieved for free but on most routes, we are facing increasing shipping 

costs for each container. Table 94 shows the effects of the corridor on the time and cost of different 

routes.  
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Table 94: Time/Cost trade-off of transit time reduction in the corridor 

Route Time Reduction (Day) 
Cost Increase (Thousand 

USD), Per TEU container 

The Middle East from/to Anatolia 9.96 1.15 

The Middle East from/to the Caucasus 13.25 -0.54 

The Middle East from/to Balkan 10.08 1.87 

The Middle East from/to Eurasia 20.50 0.78 

South Asia from/to Anatolia 6.96 1.44 

South Asia from/to the Caucasus 10.25 -0.24 

South Asia from/to Balkan 7.08 2.17 

South Asia from/to Eurasia 17.50 1.08 

 

In the previous section, the dollar value of the reduced transit time for the cargo absorbed into the 

corridor (according to the assumptions in Chapter 3) was calculated. In this section, we will answer 

this question that: How much is the total increased cost for the cargos which are absorbed into the 

corridor in each route? For this purpose, the following steps will be taken: 

 For each route, identify the cost increases per container 

 On any trajectory, the available tonnage to the Troika Corridor must be estimated 

 The amount of available tonnage in each route is converted to the equivalent of the number 

of containers (each container is about 20 tons). 

 The increase in the total cost per route is derived from the product of the number of 

containers in increasing the cost per container. 

 

Table 95 contains the calculation results based on the Table 94. The trade data among the target 

countries of the corridor in 2016 was used to calculate the data of Table 95. It is found out that a total 

of 315.2 million USD worth of transportation costs will be charged to customers whom their freight 

can be absorbed into the corridor. Middle East routes to Anatolia with 97.1 million USD, South Asia to 

Anatolia with 64.8 million USD and South Asia to Eurasia with 57.6 million USD will bear the highest 

cost. 
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Table 95: Total cost increase of transit time reduction in the corridor 

Route 
Potential cargo 

flow, Million ton 

Potential cargo 

flow, TEU 

container 

Total Cost 

Increase, Million 

$ 

The Middle East from/to Anatolia 1.69 84469 97.1 

The Middle East from/to the Caucasus 0.05 2335 -1.3 

The Middle East from/to Balkan 0.45 22378 42.0 

The Middle East from/to Eurasia 0.26 12920 10.1 

South Asia from/to Anatolia 0.90 44880 64.8 

South Asia from/to the Caucasus 0.08 3980 -1.0 

South Asia from/to Balkan 0.42 21155 45.9 

South Asia from/to Eurasia 1.07 53501 57.6 

Total 4.91 
 

315.2 

 

6.4 Calculation of Net added-value 

The interpretation of the variation in the cost of transport alone does not matter, and it should be 

compared to the outcome benefits. Net added-value from transit for corridor customers in each route 

is obtained from the deduction of the costs from the benefits (the equation at the beginning of this 

appendix). Table 96 summarizes the calculations. 
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Table 96: The net value of Troika Corridor by route 

Route 

Total Cost 

Increase, 

Million $ 

Tariff Equivalent 

Value, Total trade, 

Million $ 

The net value of 

Troika Corridor for 

customers, Million $ 

The Middle East from/to 

Anatolia 
97.1 131.0 33.8 

The Middle East from/to the 

Caucasus 
-1.3 6.2 7.4 

The Middle East from/to Balkan 42.0 33.1 -8.9 

The Middle East from/to Eurasia 10.1 33.6 23.5 

South Asia from/to Anatolia 64.8 105.0 40.2 

South Asia from/to the Caucasus -1.0 9.5 10.4 

South Asia from/to Balkan 45.9 33.1 -12.8 

South Asia from/to Eurasia 57.6 215.4 157.9 

Total 315.2 566.9 251.7 

 

The South Asian to Eurasian route with 157.9 million USD, South Asia to Anatolia with 40.2 million 

USD, and the Middle East to Anatolia have the highest net added-value for customers on these routes. 

It is noticeable that in the all routes except the two routes of the Middle East to Balkans and South 

Asia to Balkans, the result of the overall reduction of transit time is much more than the total 

increase in transportation costs. Of course, this does not mean that these two mentioned routes are 

not generally cost-effective. However, it can be said that for time-sensitive products, it is also 

economical to transport this type of goods throughout the Troika Corridor. 

 

It should be noted that the Table 96 only provides a general and non-existent estimate of the status 

of the benefits and costs of the Troika Corridor from the customers’ perspective, and can not be the 

basis for their decision. In the case of any particular customer, an assessment should be made 

regarding the routes and the commodities being traded. 
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7 Appendix 3: Report of Field Visit to Azerbaijan 
The meeting was organized by the coordination of Mr. Teymur Abbasov, the focal point of COMCEC in 

Azerbaijan. In the meeting, we could have a meeting with a group of experts related to the official 

authorities of Azerbaijan. The participants were as follows: 

 

Table 97: The Participants at the Meeting of Field Visit to Azerbaijan 

Name Organization Position Contact 

Shahin Ismayilov Ministry of Transport, 
Communication and High 
Technologies (MTCHT) 

Deputy Head of the 
International 
Cooperation 
Department 

shahin.ismayilov@mincom.gov.az 

Teymur Abbasov MTCHT Chief Advisor of 
International 
Cooperation 
Department 

teymur.abbasov@mincom.gov.az 

Elvin Mammadov MTCHT Chief Advisor of Finance 
and Economic Analysis 
Department 

e.mammadov@mincom.gov.az 

Vogar Orujov MTCHT Leading Advisor of 
Transport Policy 
Department 

vugar.orujov@mincom.gov.az 

Ramin Bayramov State Road Transport 
Service 

Head of the Department ramin.bayramov@danx.gov.az 

Rufat Bayramov Ministry of Economy Head office of 
Coordination Council on 
Transit Freight 

rbayramov@transit.az 

Elchin Ahmadov Azerbaijan Railways Deputy of ApyExpress elchin.ahmadov@adyexpress.az 

 

In this meeting, firstly both parties introduced the members of the parties. Then Mr. Alireza 

Shamekhi from the research team provided a brief explanation of the goals of the meeting and the 

expectations of the meeting. He presented a brief description of the title of the project and then 

explained the progress of the project and future works. Afterward, he described the details of the 

methodology of the research as well as some of the main results of the study that was gained until 

that time. After the presentation, the Azerbaijani team discussed details questions about the 

methodology and the results.  

 

Then, the Iranian team asked the information required to finalize the project. It should be noted that 

the list of questions was sent to the Azerbaijani Team in June-18. Some preliminary question was 

mailto:shahin.ismayilov@mincom.gov.az
mailto:teymur.abbasov@mincom.gov.az
mailto:e.mammadov@mincom.gov.az
mailto:vugar.orujov@mincom.gov.az
mailto:ramin.bayramov@danx.gov.az
mailto:rbayramov@transit.az
mailto:elchin.ahmadov@adyexpress.az
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answered in that meeting. However, the detailed information was provided officially via the 

electronic mails.  

 

Figure 43: The Meeting Held during the Field Visit to Azerbaijan 

  

  

 

Further discussions continued with Mr. Rufat Bayramov (Head office of Coordination Council on 

Transit Freight) and Mr. Vogar Orujov (Leading Advisor of transport policy department). Both 

persons answered our questions very kindly even after the meetings and provided us with their 

opinion in written form. Mr. Bayramov enabled us to understand the general view of the government 

as well as the relation of the economic affairs with the transit. It should be noted that the 

Government of Azerbaijan established a particular office for following the issue of the cargo transit 

sector in the Ministry of the economy, which Mr. Bayramov is its representative. Also, Mr. Orujov sent 

us its opinion in written form which helped us in understanding the vision of Azerbaijani authorities 

to the North-South corridor as well as their relation to Iran in the issue of cargo transit. 

 

The opinions of Azerbaijani experts were presented in previous chapters. Moreover, we received 

some information regarding related studies about the situation of Azerbaijan in the logistics sector 
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and the strategic vision of Azerbaijan for developing the cargo transit sector, which will be presented 

in the following. 

7.1 Summary of related studies about the situation of Azerbaijan in the logistics 

sector 

Here, we summarized the results and conclusions other studies related to the logistics in Azerbaijan. 

We refer the interested readers to the main reports. This summary shows the strengths, weakness, 

opportunities, and risks of Azerbaijan in the logistics sector. To develop this section, we are pleased 

by the help of Mr. Rufat Bayramov, Head of Office of “coordination council of the Republic of 

Azerbaijan on transit freight” that provided us the list of the related studies.  

1- World Bank, Azerbaijan’s Strategic Roadmap: Transforming Strategy into Policy to Improve 

Logistics Performance, 2017. 

 Azerbaijan is 118 out of 167 using the Logistics Performance Index (LPI). It lags, its regional 

partners. The country wants to be 60th by 2020 and 30th by 2025. Azerbaijan is looking to 

strengthen its role as a logistics hub in the north-south and the east-west corridor. 

 Customs procedures: recent changes in customs regulations to simplify the process and 

reduce waiting times; a pilot project for an electronic declaration of imports, exports, transit 

goods which resulted in a reduction in customs declaration costs by order of magnitude; 

more work is needed in improving customs procedures. 

 Transit traffic: MoE established a goal of reducing transit traffic costs by 40 percent for 

trucks to/from Kazakhstan and Turkmenistan; Coordinating Council for Transit Freight in 

2015 

 Investment in infrastructure: GoA has reported that US$15bn has been invested in the 

transport sector to modernize roads, railways, bridges, seaports, airport over the last decade. 

 More work needed on the soft side of transit traffic: harmonize standards, paperwork, tariffs. 

 Specific border points need improvement. Automation and an integrated approach are 

required for the Georgia-Azerbaijan border. More specifically – the establishment of a one-

stop shop is needed. 

 Industry modernization: need to develop professional logistics companies and modernize 

the road freight industry. 

 Some other ‘soft’ and ‘hard’ improvement suggestions are provided in this document. 

2- Association of Freight-forwarders of Georgia Competitive Analysis of the Caucasus Transit 

Corridor – Final Report 2017 USAID  

 The CTC is currently not very competitive. It takes seven days longer and costs US$1750 

more than the route through Russia. CTC transit times need to be reduced by 16.7% or more, 
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and costs by 23% or more. 

 Overall traffic has grown by only 2% between 2005 and 2015. Increasingly there has been a 

shift from rail to road traffic. 

 Main infrastructure bottlenecks include:  

o Ports: Georgian ports (capacity saturation by 2023, the unreliability of ports of Poti 

and Baku, inability to accommodate large (>1500 TEUs) vessels in Poti or Batumi, 

the inefficiency of operations in Poti, lack of frequent and reliable service in the 

Caspian Sea to Aktau and Turkmenbashi).  

o Intermodal facilities: There are many inefficiencies with the intermodal 

infrastructure. Getting the containers from port to train is complicated and makes 

using trucks much easier. 

o Railways: There are no block trains on the CTC, and the container handling 

equipment in Poti and Baku is outdated and is subject to frequent breakdowns. 

Limited operating speeds on the network due to alignment and track condition. 

 Some non-infrastructure problems include: 

o Requiring the paper documentation at ports and customs facilities; as well as the 

lack of transparency and traceability of goods. 

o Lack of reliability at border crossings due to long wait times 

o Lack of tariff harmonization between Georgia and Azerbaijan 

3- Egis International, Final Report: Development of the Georgian National Logistics Strategy for 

2017-2026 and Action Plan for 2017-2020 under East-West Highway Corridor Improvement Project 

(EWHCIP P149952) – Final Draft Report, 2017, The Ministry of Economy and Sustainable 

Development of Georgia 

 The report points out the main challenges of logistics processes in the country, including lack 

of IT infrastructure in logistics, lack of adequate warehouses and modern management 

systems; 

 The high logistics costs and underdevelopment of the supply chain management have an 

important effect on the country’s economy  

 Lack of skilled workers in logistics is impacting the logistics competitiveness in the country 

 An action plan looking at solving the problems mentioned in the report is provided. It 

includes: 

 Encouraging private investment in logistics infrastructure; develop plans for private 

companies to obtain quality certification; establish a public-private dialogue on logistics 

 Developing a package of policy measures to create the clustering of logistics activities 

 Developing incentives to promote consolidation in the industry 
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 Developing a common framework for the development of logistics special plans in different 

regions of the country 

 Plan a national network of logistics centers, including the development of business models 

 Implement curriculum at bachelor’s and master’s levels to develop staff with the appropriate 

logistics skills 

 Establish a working group to coordinate improvement of Georgia’s LPI ranking 

 Establish a logistics coordination committee 

4- Croccolo, Fabio, Ionescu, Mircea, and Fernandez, Gabriel, Support the Government of Azerbaijan in 

the legal approximation of the Rail, Road, and Combined Transport to the EU Acquis – Consolidated 

draft version, 2017, EU 

 The Azerbaijan transport sector is not sufficiently integrated (by modes) and is too 

horizontally fragmented (different, numerous independent agencies) 

 Road: need to implement EU-style legislation and implement some provisions in the different 

parts of the road sector 

 Rail: establish a regulator and vertically separate railway 

 Combined transport: need to improve logistics industry 

5- EU / UNDP, Interim Narrative Report: Support to the Development of Red Bridge Border Crossing 

Point between Azerbaijan and Georgia, 2017, EU/UNDP  

 This project involved capacity building and training in phytosanitary control, and a study 

tour of border points in Poland.  

 The report provides a status update on the construction of the Border Inspection point 

6- CAREC, Transport Sector Progress Report and Work Plan 2017–2019, 2017, CAREC 

 The report discusses the progress that CAREC members have made in 2016 in implementing 

physical and non-physical infrastructure, using the TTFS 2020 guidelines.  

 The report notes that as of 2016, all member countries have surpassed the goals for 

building/refurbishing planned infrastructure. 

7- World Bank, Additional Measures for Furthering Customs Reform: To Improve Border 

Management and Trade Facilitation in Azerbaijan, 2016, World Bank 

 The report provides a set of recommendations on customs and border management, risk 

management, improving transparency and simplicity, and increasing automation and 

improving IT systems. 

 The report suggests moving to integrated border management with a one-stop shop, 

adopting risk-based principles for managing border-crossing risk, simplifying border 

operation procedures and improving IT systems to facilitate border processes. 

8- Ordabayev, Asset, Transport corridors of South Asia and Caucasus – Working Paper, 2016, The 
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Institute of World Economics and Politics 

 The document discusses the geopolitical competition that is occurring within the initiatives 

to develop the east-west transport corridors between China and Europe. The largest 

interests come from China, Russia, and the US. 

 Secondary important players include Pakistan, Turkey, Iran in a way that can influence the 

east-west trade. The corridor through Georgia and Azerbaijan provides an alternative route 

to transport goods, in particular avoiding the influence of Russia and Iran. 

9- Government of the Republic of Azerbaijan, Strategic Roadmap for Development of Logistics and 

Trade in the Republic of Azerbaijan, 2016, Government of the Republic of Azerbaijan 

 The strategic roadmap identifies short, medium and long-term investments needed to 

improve logistics and trade in Azerbaijan. 

 Some key projects include the ports of Baku and Alat, the Baku-Tbilisi-Kars railway project, 

the Rasht-Astara railway project, investment in streamlining of logistics operations, and 

transformation of Baku into a regional trade hub by establishing trade centers in Baku and 

other cities around the country.  

 The railway is the primary mode of international transit cargo through Azerbaijan. 

Azerbaijan railways carried a total of 17.1 million tons in 2015 (23.4 percent domestic cargo, 

32.2 percent imports, 21.4 percent export, 23 percent transit cargo). 

 Seaports transported a total of 6.1 million tons of cargo (0.5 million tons of imports/exports 

and 5.6 tons of transit cargo), representing 59 percent of total cargo transportation. 

 The report performs a detailed analysis of the import, export, and transit market in the 

country, including SWOT analysis of the country’s logistics sector. 

10- Azerbaijan State Road Agency, Draft State Strategy of the Republic of Azerbaijan for the Road 

Sector Development, 2016, Azerbaijan State Road Agency 

 To modernize road infrastructure and the institutional framework in the road sector. The 

Government has not approved the document;  

11- Starr, Frederick S., Cornell, Svante E., and Norling, Nicklas, The EU, Central Asia, and the 

Development of Continental Transport and Trade, 2015, Central Asia – Caucasus Institute Silk Road 

Studies Program 

 The report provides an overview of the region, various trade initiatives by the US, Europe, 

and China as well as the institutional challenges that these initiatives face. 

12- Benmaamar, Mustapha, Keou, Oceane, and Saslavsky, Daniel Georgia’s Transport And Logistics 

Strategy: Achievements to Date and Areas for Improvements, 2015, World Bank 

 The document points out what projects have been completed to date, what gaps still exist 

and how these gaps need to be addressed. 
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13- ISET Policy Institute, Georgia Assessing Economy-Wide Indirect Impacts of East-West Highway 

Investments through CGE Modeling, 2015, World Bank 

 The study assesses direct and indirect economic impact for Georgia of investment in the 

East-West highway.  

 The results show an overall positive economic impact for the country. 

14- CAREC, Transport, and Trade Facilitation Strategy 2020, 2014, Asian Development Bank 

 The document presents the CAREC transport and trade facilitation strategy 

 The strategy includes continuing development of “hard” infrastructure and improving the 

development of “soft” connectivity, including improvement of logistics networks, and 

improvement in the level of connectivity.  

 The majority of new projects are road improvements, with some investment in rail as well as 

seaports.  

15- Egis International/Dornier Consulting, Logistics Processes and Motorways of the Sea II in 

Armenia, Azerbaijan, Georgia, Kazakhstan, Kyrgyzstan, Moldova, Tajikistan, Turkmenistan, Ukraine, 

Uzbekistan – LOGMOS Master Plan, 2014, EU. 

 The document provides an overview of the LOGOMOS roadmap for corridor level 

interventions and includes guidelines, high-level recommendations and current 

implementation progress for the master plan. 

16- Kochadze T., Tsetskhladze A.; Tsereteli State University, Technical And Environmental Capacities 

of Oil Terminals In Georgia, 2013, Machines, Technologies, Materials. ISSN 1313-0226. Issue 4/2013 

 The paper details the capacity of terminals, pipelines and other pieces of infrastructure for 

oil, petroleum products, chemicals. 

17- Deloitte Consulting LLP, Competitive Analysis of the Caucasus Transit Corridor – Improving 

Transit Potential for Central Asia Europe Traffic, 2012 and 2017, USAID. 

 In order to become competitive, the corridor needs to reduce costs by 10 percent, transit 

times by a week, and improve reliability for the Caspian crossing. 

 In 2011, CTC transport routes carried 8.5 million tons of liquid bulk, 8,457 TEUs by rail and 

8,010 TEUs by road. There is a large amount of potential freight that can be carried using this 

route. 

 The document was updated in 2017; 

18- ADB, A Strategic Framework for the Central Asia Regional Economic Cooperation (CAREC) 

Program 2011-2020, 2012, CAREC/ ADB. 

 This document outlines the strategic framework for the CAREC program up to 2020. The 

document cites the need to improve the links between CAREC and individual country 

programs, as well as medium-term country programs; 
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 CAREC 2020 provides a set of well-defined, measurable, objectives, with clear priorities, 

covering an expanded membership base; 

 CAREC 2020 also includes specific responsibilities for regional and country level 

implementation and a monitoring program to follow the results. 

19- Nippon Koei UK, Road Network Development Program Dualization of The Gazakh - Georgian 

Border Highway – Feasibility Report, 2012, Ministry of Transport Azerbaijan. 

 The Ganja – Gazakh road is a key international route, linking Azerbaijan to Georgia.  

 The Feasibility Report provides an economic assessment of the road widening project, 

discussing the widening feasibility of all route segments. The report provides a financial 

assessment of the feasibility of the project.  

 The Report on options analyzes different alternatives for road widening and provides 

recommendations on the most cost-effective way of implementing the project. 

20- Nippon Koei UK, Road Network Development Program Dualization of the Gazakh - Georgian 

Border Highway – Report on Options for Dualization, 2012, Ministry of Transport Azerbaijan 

21- Sze, Andy, Azerbaijan Trade Facilitation and Logistics Development Strategy Report, 2009, ADB 

 The report evaluates Azerbaijan’s logistics system and finds that the country’s infrastructure 

and logistics capacity needs the most attention. The country’s rail and road systems are in 

need of modernization.  

 Intermodal facilities are in need of improvement and modernization. The report points out at 

skewed freight flows, with imports exceeding exports (when not considering petroleum 

products). 

 Lack of national trade and transport facilitation strategy and transparency, as well as the 

presence of excessive bureaucracy, contribute to a lagging logistics sector. Also, the presence 

of only a few foreign financial institutions does not allow full sector modernization due to a 

lack of financing. 

 The report makes some recommendations as to how the industry can be improved in the 

short, medium and long terms. 

22- TRT Trasporti e Territorio, Alfen Consult GmbH, Dornier Consulting GmbH, and PTV AG, TRAX: 

TRACECA Route Attractiveness IndeX, 2008, TRACECA/ EuropeAid 

 TRAX is a numeric index that measures the attractiveness of a transport corridor in its power 

to attract and accommodate intermodal freight traffic. TRAX is different from LPI in that it 

measures objective values, rather than administering questionnaires; 

 This report compares the attractiveness of the trans-Caucasus corridor with the trans-Russia 

and trans-Turkey corridors; 

 Results show that all evaluated corridors require further development in all aspects of 
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logistics. The trans-Russia route is the most attractive, followed by the trans-Turkey route. 

23- ECSSD, World Bank Caucasus Transport Corridor for Oil and Oil Products, 2008, World Bank 

 The CTC provides with “secure” transport for Azeri oil traffic (3-4 mtpa).  Other traffic has 

other transport route options. 

 The report identified some problems with pricing, transparency, operational reliability and 

environmental response in the CTC. 

 

7.2 The strategic vision of Azerbaijan for Developing the Cargo Transit Sector 

We are pleased to the help of Mr. Rufat Bayramov, Head of Office of “coordination council of the 

Republic of Azerbaijan on transit freight” and Mr. Vugar Orujov, leading advisor of policy 

development of Ministry of Transport, Communications and High Technology that provided us the 

visions documents of Azerbaijan in transit sector. 

 

1- Long-term vision through 2020 

Azerbaijan's vision for logistics and trade through 2020 is to become a regional hotspot for transit 

cargo as well as to generate added value from such cargo. 

Based on the strategic goals identified, the priority tasks are to be implemented that cover the areas 

listed below, leaning on the country's strengths and relevant opportunities: 

 to improve the efforts designed to enhance the competitiveness of the transit corridors 

running through the country in order to transform Azerbaijan into a regional logistics and 

trade hub in the long run; 

 to set up the operations of a free economic zone including the new Baku International Sea 

Trade Port (Alat, Garadagh district, Baku), and to conduct feasibility studies for the free 

economic zones in the pipeline; 

 To generate a greater added value from transit trade in order to increase trade volumes and 

further diversify Azerbaijan's economy. 

2- Long-term vision through 2025 

Azerbaijan's long-term vision through 2025 centers on becoming a more attractive regional logistics 

and trade hotspot and a significant hub through substantive improvements of the logistics and trade 

infrastructure and a variety of regulatory incentives. 

Efforts will be taken to set up the operational bases for the regionally active companies in Azerbaijan, 

develop enabling the business environment to promote and facilitate investment and profess 

optimized supply and initiatives to this end in order to ensure that the country becomes a regional 

logistics and trade hub by 2025. Azerbaijan will become a logistics and trade center for regional 
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companies by ensuring the strong and comprehensive development of logistics and trade. 

Furthermore, the country will thoroughly examine and assess the potential of businesses that have 

great logistics and trade capacities and will continue to attract the private sector to this industry. 

By 2025, the country will have a strong logistics platform benefiting from free economic zone 

advantages including the new Baku Seaport area set up in Alat. Experiences of both domestic and 

international trade partners will be examined and used in building a regional wholesale trade zone 

here. Further efforts will be taken to increase the country's international trade volumes via the 

North-South and East-West corridors in order to win a greater stake in global value chains. 

Consequently, an environment will be enabled that will facilitate building relationships between 

domestic and foreign entrepreneurs at the exhibitions organized with the aim of expanding effective 

cooperation in logistics and trade, including logistics and trade fairs. Measures conceived to achieve 

this level of trade will not be limited to the new Baku Seaport alone; logistics and trade centers, as 

well as prospective free trade zones,  will be further expanded and rolled out across the country. 

First of all, the Baku International Trade Port's automobile and railway linkages will be streamlined 

in order to ensure effective integration with the Heydar Aliyev International Airport and the 

country's internal trade network. Automobile road construction and overhaul will be the key priority 

task in order to improve inter-regional linkages, and railway connections will be established once the 

cargo transportation volumes reach the level of cost-effectiveness. It will be followed by the setup of 

new logistics and trade centers in borderline areas (for example, the Red Bridge, Astara, Khachmaz) 

to help realize the goals and objectives set. 

In this view, measures will be taken to encourage regionally active foreign companies to set up head 

offices in Baku, supported by business facilitation activities (for more detail, refer to the “Strategic 

Roadmap for the National Economy Prospects of the Republic of Azerbaijan”). Azerbaijan's 

advantageous location will contribute to the positive changes in this regard. A favorable business 

climate is a key supporting factor in this context. Furthermore, easy access to utilities, favorable 

business climate, enabling environment for imports and exports operations and availability of skilled 

talent will encourage international companies to invest more in such logistics and trade centers. New 

businesses will enter this region in order to formulate a network of successful local companies with 

increasing competitiveness in relevant sectors and industries. 

As a priority task, these logistics and trade centers will help assure Azerbaijan's leadership in sectors 

like input and interim product processing, pharmaceuticals, commodity plastic material and fertilizer 

production by 2025. The country will also investigate opportunities for further expanding the scope 

of the logistics and trade industry in preparation to the period beyond 2025. 

Based on the feasibility studies, the establishment of a new logistics hub at the Heydar Aliyev 

International Airport will be considered in the context of maximizing the benefits from trade 
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volumes transiting through Baku. 

Until 2025, Azerbaijan's logistics and trade industry will be developed primarily from private sector 

investments. Public enterprises will be prioritized to this end, and measures will be continued to 

expand the private sector's involvement. To ensure that the process setup is as efficient as possible 

and the most appropriate approach is selected, applications of the public, private partnership and 

various models like “Build-Manage-Handover” will be thoroughly investigated, with the overarching 

goal of turning public enterprises into more profitable businesses. 

Endeavors will be taken to ensure that the country's key logistics companies operate in line with best 

practices in the long run. It, in turn, is expected to enable an environment for developing the 

country's freight forwarding and transportation industries, and ultimately assist Azerbaijan in 

drawing more direct foreign investments.  To this end, logistics providers will be encouraged to get 

international certification for relevant sectors. Consequently, Azerbaijani logistics providers will be 

able to operate as reliable businesses at international markets. 

The businesses will directly manage standardization activities in close coordination with the relevant 

business associations and competent government agencies. 

Alongside the standardization measures, the country's domestic trade environment will also be 

improved, thus encouraging logistics providers to optimize their performance in order to improve 

logistics operations and cost-effective competition. 

3. The vision for the period beyond 2025 

Azerbaijan's long-term vision is to become a regional hub by effectively managing logistics and trade 

markets with strong linkages with other countries. 

In addition to setting up a free trade zone in settlement of Alat, other regions will also see the 

continued establishment of logistics and trade centers, with the country's more sustainable logistics 

infrastructure, more private sector engagement, and more encouragement for direct foreign 

investments. The logistics and trade centers will employ state-of-the-art operating models using 

cutting-edge digital software to improve operational efficiency. These endeavors are expected to 

elevate Azerbaijan to the status of the regional logistics and trade leader. 

The goal beyond 2025 is to have a strong logistics and trade center as well as a free trade zone as 

part of the Heydar Aliyev International Airport and the new Baku International Sea Trade Port (from 

now on referred to as the Baku Port Complex) in Alat. Following the first phase of this process, the 

center's capabilities will be further expanded, and it will eventually become a regional logistics and 

trade hub. It will also house centers and companies that will provide additional logistics services 

such as packaging, storage, and processing, in addition to the main transportation companies. By 

exploiting the free trade zone's advantages, these businesses will be enabled to process and easily 

export to the region's other countries any domestic or imported products in the vicinity of the 
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centers. These businesses will enjoy tax benefits and customs duty exemption which will provide a 

strong motivation for increasing competitiveness and developing a production-oriented mindset. 

The above described favorable logistics climate in Alat will boost development of other industries as 

well as a considerable growth of Azerbaijan's non-oil GDP. A goal has been set for the period beyond 

2025 to transform the country's developing businesses into competitive companies that generate 

high value in the region, which will be largely assisted by the favorable logistics environment. 

The center is expected to help expand the operations of various successful businesses, in particular, 

the production of labor-consuming commodities (for example, textiles) and innovative high-tech 

products (for example, pharmaceuticals and machinery). Competent government authorities are 

expected to identify additional opportunities and ways to optimize the uses of this center, in close 

collaboration with a range of partners, including local and international institutions and associations. 

As part of the goals beyond 2025, the country's logistics network will continue to expand into other 

regions as well. By that time, Azerbaijan will have completed the second phase of building borderline 

logistics and trade centers, with a strong focus on stimulating the rural entry of logistics and trade 

enterprises. Such supplementary logistics and trade centers are expected to help businesses with 

linkages with neighboring countries to further enhance the international trade volumes from 

Azerbaijan. 

Measures will be taken to direct international trade conducted via the logistics and trade centers 

located at the new Baku Port Complex and other areas to the domestic markets, and support will be 

provided to the development of transportation, service, supply and procurement companies in order 

to sustain the expansion of the domestic markets. As logistics and trade centers represent future 

priority tasks for the government, it will place an increasingly strong emphasis on this industry. 

These businesses are expected to stimulate the development of the domestic logistics sector and 

other industries by improving Azerbaijan's existing transportation (railway, automobile roads) 

infrastructure. 

Besides the local transportation infrastructure, Azerbaijan will further develop both domestic and 

external transportation linkages. For example, with the commissioning of the currently under 

construction railway line between Azerbaijan and Iran being a top priority task, the government 

plans to improve the high-speed train railway infrastructure. The government's plans also include 

improving the quality of passenger and cargo aviation and building more airports in regions. If 

necessary, the Baku Airport's payload capacity will be expanded, or construction of supplementary 

cargo terminals will be considered in order to further expansion of air cargo carriage for 

transportation of high-value exports. Azerbaijan's significant efforts to improve the infrastructure 

will create a wealth of opportunities for private sector and foreign investments, with the government 

sector playing a supporting role. 
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In general, enhancing private sector engagement in logistics in Azerbaijan has been identified as a 

priority task. The government intends to retain ownership of the infrastructure, while increasing the 

private sector's involvement in managerial duties, thereby positively affecting the overall efficiency 

and added value of the logistics industry as part of the national economy, and streamlining value 

chain operations. 

The effectiveness of the logistics and trade centers in the Caspian basin and Caucasus region will be 

improved. Stimulating efforts will be taken to reduce the companies' value chain costs, optimize 

trade routes, improve transportation efficacy and minimize storage costs. In the long run, these 

endeavors are expected to both have a positive impact on Azerbaijan's economy and trade partner 

competition. The stronger competition will boost Azerbaijani logistics providers' foreign business, 

fledgling into a regional force. 

A state-of-the-art technology infrastructure will be developed and commissioned for managing 

logistics operations in the long run in order to achieve the logistics and trade goals. Various cargo 

operations in the country will be efficiently and cost-effectively evaluated, analyzed and better 

managed using an intellectual system based on a centralized database that will incorporate data 

collected from various sources concerning the features of specific commodity types and 

transportation routes. Broader use of digital operating models for logistics will also help develop 

Azerbaijan's low-weight cargo logistics as well as the warehousing and intermediary distribution 

services that count large numbers of customers. This effort is expected to enable various partners to 

optimize their warehousing and transportation activities in logistics jointly. 

Environmental protection issues associated with the continued development of Azerbaijan's logistics 

industry will continue to remain on the government's agenda with an increasingly strong focus. 

Businesses operating in the logistics and trade centers will be encouraged to use environment 

friendly buildings and production methods, with the carbon emissions (CO2 (carbon dioxide) 

emissions per product carried) closely and continually monitored; also, the process of obtaining 

certification from the global environmental agencies will be continued in order to increase the 

sustainability of operations. To this end, businesses will benefit from using targeted, effective supply 

chain management techniques and specific strategies that will enable them to reduce environmental 

impacts. Environmental protection standards will be reviewed in conjunction with other sectoral 

associations in order to ensure that the businesses operating at logistics and trade centers continue 

to operate in compliance with environmental requirements. 
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8 Appendix 4: Report of Field Visit to Turkey 
The meeting was organized by the coordination of Mr. Hassan Yenigul, Comcec Program Coordinator 

in Turkey. In the meeting, we could have a meeting with two experts from the Strategy and Budget 

Presidency: 

 

Table 98: The Participants at the Meeting of Field Visit to Turkey 

Name Position Contact 

Aras Aydogan Associate Planning Expert Of 
Ministry Of Developing Turkey 

aras.aydogan@sbb.gov.tr 

Veysel Sarici Planning Expert Ministry Of 
Development Turkey 

veysel.sarici@sbb.gov.tr 

 

In this meeting, the research team described the details of the scope and methodology of the project 

for analyzing the Troika Corridor. It included both investor point of view and user point of view 

analysis. Also research team described innovations of this work in comparison of the existing works. 

Then, the participants asked their questions related to the scope and methodology of the project. 

Finally, we described the required information about the Turkey and send a list of these data to the 

participant. 

 

Also we visited Professor Ismail Cagri Ozcan, professor of Ankara Yıldırım Beyazıt University, 

Department of Aviation Management. In this meeting, also we described the methodology and 

discussed about the details of the project. Also we showed the details of data gathering and analysis 

of the trade across the Troika Corridor as the main topics of the project. Mr. Ozcan also provided 

some suggestions for improving the project. 
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Figure 44: The Meeting Held during the Field Visit to Turkey 
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