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MAIN POINTS

As a result of Russia’s aggression against Ukraine, which has been ongo-
ing since 2014, and the ensuing Western sanctions, Russia has reoriented
its foreign trade towards the East. This is a permanent shift which stems
from Russia’s security objectives. Consequently, the full-scale war against
Ukraine has not altered the Kremlin's priorities; instead, it has further
reduced Russia’s dependence on economic ties, and thus transport links,
with Europe. The Russian government believes it is engaged in an existen-
tial conflict with the West and that the war in Ukraine is part of this broader
struggle. This situation has strengthened China’s position as Russia’s largest
economic partner. Alongside India, China has emerged as the leading mar-
ket for Russian energy resources and the dominant supplier of essential
goods to Russia.

Russia’s transport sector has borne the brunt of the immense changes in
foreign trade, while also needing to prioritise deliveries for the military
and ongoing war efforts. It has been grappling with infrastructural con-
straints and an underdeveloped road and rail network in the Asian part of
the country, along with the impact of the sanctions, including shortages of
spare parts and technology, and the withdrawal of Western partners. These
factors have led to increased shipping and warehousing costs, longer deliv-
ery times, and reduced transport safety (partly due to difficulties in main-
taining vehicles in proper technical condition), while the overall transport
volume has only slightly decreased.

The war and the sanctions have impacted the aviation sector most severely.
Pipeline transport has also been affected by a significant reduction in gas
and oil supplies to Europe. However, road and maritime transport have both
increased while rail freight has remained at levels similar to those prior to
the invasion of Ukraine.

Russia has aligned its transport strategy with its foreign policy objectives,
primarily focusing on the pivot towards the East. From the Kremlin’s per-
spective, the primary role of freight transport infrastructure is to ensure
the diversification of export routes, particularly for energy resources. Con-
sequently, the government has prioritised projects to expand the country’s
railway and pipeline networks towards Asia.
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The Russian government has concentrated on increasing the capacity of
railway lines, which has also enhanced the cargo handling capabilities of
the country’s seaports. Expediating the long-running expansion of the rail
network in the Russian Far East is a priority infrastructure project. Conse-
quently, freight traffic on routes in this region has increased significantly,
but it still cannot fully satisfy the rapidly growing demand.

Sanctions and the suspension of energy projects in the Arctic have slowed
the pace of investment in expanding the infrastructure along the Northern
Sea Route (NSR), a shipping lane intended to relieve pressure on land routes
towards the East. Russian companies were expected to fund most invest-
ments in the NSR, but they have been forced to reduce their involvement in
the region after being denied access to Western technologies. Recently, how-
ever, Chinese entities have become increasingly active in the region, while
the Kremlin has shown a growing willingness to cooperate with Beijing in
expanding the route’s capacity.

The Russian government’s priority is to develop the multimodal Inter-
national North-South Transport Corridor (INSTC), intended to provide
access to global markets via the Indian Ocean. Its primary aim is to estab-
lish a direct connection between Russia and countries such as India while
also increasing shipments to Turkey (via the Middle Corridor), and Afghan-
istan. However, this route has limited transport capacity and is not expected
to play a significant role in Russian exports in the coming years. It also
requires substantial infrastructural investments from both Russia and the
countries it passes through, particularly Iran.

Expanding the capacity of alternative routes to those leading to the West
has enabled Russia to mitigate the challenges arising from the reorienta-
tion of its trade and the impact of sanctions. Increased spending on such
projects has also become one of the drivers of the Russian economy, result-
ing in improved macroeconomic performance. As a result, the Kremlin has
increased public spending to support this objective. However, it is diffi-
cult to predict how long the government will maintain sufficient financial
resources, as the war is consuming an ever-increasing share of the budget.
Additionally, Russian companies have also been curtailing their investments
due to sanctions, further casting doubt on the future development of the
country’s transport infrastructure.



INTRODUCTION

For more than a decade, Russia has been reorienting its foreign policy, includ-
ing its economic strategy, towards the East. This shift is a result of the Krem-
lin’s aggressive policies, including the illegal annexation of Crimea and the war
against Ukraine, which created a rift with the West. Consequently, Russia has
distanced itself from its former key economic partners, particularly the EU,
while strengthening ties with countries in the Global South.

In the past two years, this pivot to the East has led to a surge in Russia’s trade
with China, while Russian-EU cooperation has been sharply curtailed. This
shift has prompted Russia to align its transport strategy with the reorientation
of its trade flows. Moscow has increased investments in expanding transport
routes that connect it to Asian countries and global markets through eastern
ports. As part of this strategy, it has prioritised projects focused on increasing
the capacity of railway lines in the Russian Far East, as well as those leading
southward and to all Russian ports.

This report is divided into two sections. The first chapter presents conclusions
on the impact of the war and the resulting Western sanctions on Russia’s trans-
port sector, specifically in terms of freight. The second chapter discusses the
Kremlin’s priority infrastructure projects, particularly in the railway sector.
Pipeline transport is only briefly covered, as it has already been thoroughly
analysed in several earlier OSW publications.!

1 See, for example, S. Karda$, ‘The calm before the storm: the state and prospects of Russia’s oil sector’,
OSW Commentary, no. 479, 5 January 2023; F. Rudnik, ‘Partial success: Russia’s oil sector adapts to
sanctions’, OSW Commentary, no. 528, 9 August 2023; idem, ‘Fanning the flames: crisis on the Russian
fuel market’, OSW Commentary, no. 548, 18 October 2023, osw.waw.pl.
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I. THE CONSEQUENCES OF THE INVASION OF UKRAINE
FOR RUSSIA’S TRANSPORT SECTOR

Russia’s invasion of Ukraine, along with the sweeping sanctions and corporate
boycotts that followed, has posed a significant challenge to the Russian transport
sector. It has shouldered the burden of major changes in foreign trade while
also needing to prioritise deliveries for the military and the ongoing war effort
(for further details, see below: ‘Western sanctions on Russia’s transport sector’).

As a result, Russia’s foreign trade has shifted towards the East. Europe’s
share of Russian exports plunged from over 50% in 2021 to 20% in 2023, while
imports from Europe fell from 42% to 28% of Russia’s total imports. During the
same period, Asia’s share of Russia’s exports and imports soared from 40% to
72% and from 47% to 66% respectively. In particular, China has solidified its
position as Russia’s main trading partner, with trade turnover between the two
countries surging by 65% over the two years of the full-scale war.

Western sanctions on Russia’s transport sector

In response to its invasion of Ukraine, Russia has been blocked from pur-
chasing and servicing railway equipment (including locomotives), other
modes of transport (such as cars and aircraft), and machinery used in con-
struction. The supply of components, engines, spare parts, and electronics,
as well as the provision of leasing and maintenance services to Russia by
leading Western companies has also been prohibited. In addition, the EU
has closed its airspace to Russian planes and banned Russian road freight
carriers from entering EU territory.

Furthermore, Western entities have been prohibited from handling mari-
time transport of Russian oil exported at a price higher than $60 per barrel
(the so-called price cap), including accepting vessels at EU ports. Western
automotive companies, which halted local production, along with major
shipping lines (such as Maersk, CMA, CGM, and Hapag-Lloyd), have also
pulled out of Russia, severely impacting the Russian shipping market. Since
the invasion commenced, many European importers of Chinese goods have
ceased using railway transit through Russian territory (the so-called North-
ern Corridor or the Railway Silk Road), though this traffic started to recover
by late 2023.



1. Rising costs, a slight drop in freight

Sanctions and the need to reorient foreign trade have resulted in higher trans-
port costs and longer delivery times in Russia (see Chart 1). At the same time,
transport safety, including environmental safety, has declined, particularly
in maritime and air freight within Russia. Outdated equipment, maintained
by unlicensed companies, is now being used to transport goods. Additionally,
labour shortages have resulted in significantly higher workloads, especially for
drivers and train operators.

The role of the state in the transport sector has also expanded, with state-
owned companies further consolidating their position, particularly in the
rail and maritime sectors. Rosatom, which already controlled the transport
of goods along the Northern Sea Route before the invasion of Ukraine, has
emerged as the dominant player in Russia’s transport market. In 2023, the
nuclear monopoly also acquired FESCO (which owns the Vladivostok Commer-
cial Port and container terminals in Novorossiysk and Vladivostok) and Delo
(the owner of TransContainer, Russia’s largest container transport operator,
along with 47 inland container terminals and nine port terminals with access
to all the seas surrounding Russia).

The Kremlin is also the principle investor in this sector, having increased
public spending, particularly on rail and road infrastructure. Additionally, it
exerts influence over the sector through extensive regulations. Depending on
market conditions, the government takes a hands-on approach to managing
rail transport, allocating quotas to ensure guaranteed shipments of goods via
the Trans-Siberian Railway, and offering discounted shipping tariffs, primarily
benefiting coal and fuel producers.

Chart 1. Tariffs for the transport of goods in Russia
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The shift in trading partners necessitated the development of new logistics
chains in Russia, including significantly increasing the use of the underde-
veloped transport infrastructure in the Asian part of the country.? For many
industries, such as the timber sector in Karelia, which previously maintained
close ties with the West, the shift in buyers resulted in significantly longer
distances to new markets. In particular, for oil exports, replacing the EU mar-
ket with China and India necessitated the creation of a separate tanker fleet
and led to extended transport times, as cooperation with European shipping
companies was sharply curtailed. Consequently, Russia was required to further
develop its transport infrastructure and machinery fleet and to adapt them to
new economic demands, posing a significant challenge under the sanctions
regime.

The disruptions from the reorientation of foreign trade and sanctions caused
only a slight drop in Russia’s freight volume in both the first and second
year of the war. In 2023, it totalled 5.551 billion tonne-kilometres, 3% less than
before the invasion. Air transport has been hit the hardest, and negative trends
have also affected pipeline shipments due to the significant reduction in oil
and gas supplies to Europe. In contrast, road and maritime transport have both
increased. Rail transport, which is primarily responsible for shipping bulk
goods such as coal, grain, construction materials, and mineral fertilisers, has
largely maintained its freight volumes at pre-invasion levels. On the one hand,
the limited capacity of eastbound railways has prevented them from handling
all the freight previously destined for the West. On the other hand, a drop in
transit between China and the EU has provided a significant boost by freeing
up some capacity. Rail is primarily used for transporting goods over long dis-
tances, accounting for nearly half of all freight in tonne-kilometres, despite
carrying only 15% of the total mass transported in Russia.

In terms of mass transported (measured in tonnes), road transport plays a key
role, accounting for over 70% of the total volume (but only 6.5% of freight
in tonne-kilometres). The sector maintained strong growth after the inva-
sion, transporting 16% more goods in 2023 than in 2021 (6.5 billion tonnes).
This increase largely resulted from road transport taking over some freight
previously handled by the rail sector; moreover, commercial activity gained

2 According to the Russian logistics information website Logirus (logirus.ru), the infrastructure on
the Russia-China border consists of 24 border crossings, most of which are for road traffic; only four
are for rail transport. However, in early 2022, partly due to COVID-related restrictions, only 10 of
these crossings were operational, for only a few hours a day. In addition, there are 10 border cross-
ings on the Russia-Mongolia border, including two rail crossings into China.


https://logirus.ru/

momentum (including in the e-commerce industry) as carriers increasingly
moved out of the grey market, prompted by stricter inspections that drove
many small firms into bankruptcy. At the same time, the mass of goods trans-
ported by other means in Russia has decreased in the two years following the
invasion.

Chart 2. Freight volumes in Russia (by transport work)
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Chart 3. The structure of freight transport in Russia (by transported mass)
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2. The collapse of air freight transport

Western restrictions have impacted air freight the hardest. After EU coun-
tries closed their airspace to Russian aircraft and Western companies termi-
nated aircraft leases and insurance for Russian carriers (most passenger and
cargo planes were leased from companies based in places such as Bermuda
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and Ireland), these planes could be confiscated abroad at the request of their
actual Western owners. To prevent this, Russian carriers stopped flying these
aircraft abroad, resulting in the loss of their most lucrative EU market and
a significant reduction in cooperation with non-Western countries.

Shortages of spare parts and maintenance services have also led to a signif-
icant reduction in domestic flights. Consequently, part of Russia’s aviation
fleet was grounded, many international routes were suspended, and air safety
declined. Over two years, air freight volume plummeted by more than 80%
reaching 1.7 billion tonne-kilometres in 2023. A sharp rise in aviation incidents
(which more than tripled year-on-year in 2023) led to increased demand for
long-distance passenger transport by other means, further limiting the capac-
ity for shipping goods by rail. In Russia, as in other countries, passenger rail
transport is considered a priority.

3. The growth in road transport volumes

Despite the collapse of the Russian automotive industry - with passenger
car production plunging by 60% in 2023 compared to pre-invasion levels and
truck production falling by 10% - road transport volume has increased by
over 20% during the two years of the full-scale war, reaching 362 million
tonne-kilometres. Russian companies have managed to partly regain access
to Western vehicles and spare parts through parallel imports, primarily via
Belarus. They have also begun sourcing replacements from third countries.
In 2022, imports of trucks from China quadrupled to 31,000 units, and in 2023,
this figure grew by another three and a half times. As a result, the share of
Chinese-made vehicles in new truck sales in Russia soared to 60%.

Furthermore, domestic production has partly resumed, albeit with the use of
much less advanced technological solutions. Road transport, operated by pri-
vate companies, including small and medium-sized enterprises, has proven to
be the most flexible. As a result, it has started handling deliveries over increas-
ingly longer distances, especially given the limitations of the rail infrastructure.

4. The adaptation of Russian ports

Sanctions have delivered a significant blow to Russian ports and oil ter-
minals in the Baltic Sea and Black Sea regions. Additionally, due to the
war and imposed restrictions, the costs of maritime insurance services in the
Black Sea region have risen sharply. After the withdrawal of Western shipping



companies, on which Russia’s maritime transport had heavily relied (in 2021,
they handled nearly 9o% of the country’s maritime container shipping and
85% of its oil shipments), Russian companies began expanding their own fleet,
primarily by purchasing outdated vessels from European shipowners (such as
Greek, Cypriot, and Maltese companies), while also strengthening cooperation
with non-Western partners.

Maritime container shipping between Russian ports and foreign markets
has primarily been handled by Russian-registered companies. These include
FESCO, now controlled by the state-owned Rosatom, which primarily serves
routes to China and Turkey and has also launched the intermodal Minsk-
St. Petersburg-Shanghai route; RusCon, controlled by Delo Group, operating
from St. Petersburg and Novorossiysk to Turkey; and Transmasters, which
sails to China and has chartered three medium-sized Chinese container ships
(each with a capacity of 1,662 TEU) that were previously destined for scrap.
The connection to China is also serviced by the Hong Kong-registered Global
Field Line,® while Turkish shipping companies, including the newly estab-
lished Sidra Line (founded in 2022), are heavily involved in shipping between
Russia’s Black Sea ports and Turkey.

The export of sanctioned Russian oil is managed by tankers flying the Russian
flag and the so-called ‘shadow fleet’ - vessels that are neither registered in
the West nor insured by reputable companies. According to S&P Global, by
June 2024, after steady growth, the number of such ships was estimated to be
nearly 600.* Furthermore, despite the sanctions, Western entities (from the
G7 countries, the EU, and Norway) continue to transport Russian fuels and oil,
as well as insure these exports: in December 2023, they accounted for 36% of
Russia’s oil shipments and 62% of its fuel shipments, down from 80% in March
2022.° To circumvent the restrictions, vessels of the ‘shadow fleet’ often switch
off their transponders or use them to send false location signals. Russian fuels
and oil are also transferred at sea onto larger vessels (side by side) to obscure
the origin of their cargo, often by mixing Russian oil with other grades.®

3 For more details, see ‘HoBble MOpCKIe KOHTeHEPHBIE CEPBNUCHI Mex Ay mopramu Kuras, Asun
n noprom CaukT-IleTep6ypr’, the shipping company Aspocrap, 15 June 2024, aerostar.by.

4 B. McKinney, ]. Domballe, M.F. Esposito, M. Lin, ‘Russia’s shadow fleet - Formation, operation and
continued risks for sanctions compliance teams’, S&P Global, 19 June 2024, spglobal.com.

5 1. Levi, ‘December 2023 - Monthly analysis on Russian fossil fuel exports and sanctions’, Centre for
Research on Energy and Clean Air, 23 January 2024, energyandcleanair.org.

6 For more details, see F. Rudnik, ‘Partial success...’, op. cit.
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As a result, over the two years of the full-scale war, Russian ports have adapted
to the new conditions and fulfilled the growing demands of Russian companies.
Maritime oil terminals have taken over the export of crude oil that was previ-
ously transported to Europe via the northern branch of the Druzhba pipeline.
Ports in the Baltic Sea region, for their part, have begun handling the export of
Belarusian mineral fertilisers, which were previously shipped through ports
in the Baltic states.” Moreover, since mid-2022, driven by a strong harvest and
the Kremlin's decision to boost grain exports, shipments of agricultural goods
have soared, with grain exports rising by nearly 20 million tonnes over the past
two years. Furthermore, due to the limited capacity of its eastbound railways,
Russia continues to use the ports in European Russia to export raw materials,
including coal, to Asian markets.

Chart 4. Cargo throughput at Russian ports by sea basin
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Source: Russia’s Association of Commercial Sea Ports (ASOP).

Consequently, in 2023 the throughput of Russian seaports was 6% higher than
in 2021, reaching over 880 million tonnes. This increase was primarily driven

7 In 2023, Belarus exported over 6.5 million tonnes of mineral fertilisers through the port of St. Peters-
burg, accounting for 70% of its foreign sales of these goods. An additional 1.7 million tonnes were
shipped to China in containers via the Railway Silk Road.



by higher volumes of oil and petroleum products (up 6%), grain (up 60%),
containerised cargo (up 10.5%), and mineral fertilisers (up 50%). Only Russian
ports on the Baltic Sea failed to surpass their pre-invasion throughput in 2023.
The largest growth was recorded by ports in the Black Sea region (up 13%) and
the Far East (up 6%).

Chart 5. The commodity structure of cargo throughput at Russian ports
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Russian ports on the Baltic Sea saw a nearly 3% drop in throughput in 2022 but
partially recovered in 2023, with Primorsk, St. Petersburg, and Kaliningrad
all reporting year-on-year growth, though the latter two still fell short of pre-
invasion levels. This was primarily due to a slump in container traffic
(down 50% to 1 million TEU in St. Petersburg and approximately 70% to
160,000 TEU in Kaliningrad) and a decline in iron and steel exports. Increased
exports of mineral fertilisers from St. Petersburg and more cabotage shipments
to Kaliningrad, an exclave now reliant on maritime supplies for sanctioned
goods, were insufficient to offset these declines. The largest Baltic port for
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handling bulk cargo is Ust-Luga, which reported lower throughput in 2023 than
in the record year of 2022, though still higher than pre-invasion and pre-pan-
demic levels. Built in 2001, this port is well-connected to Russia’s rail, road,
and pipeline networks and has been expanding rapidly for many years, with
oil and coal accounting for over half of its throughput (split evenly at 50/50) -
see Charts 4, 5, and 6.

Chart 6. Cargo throughput at Russian ports in the Baltic Sea region
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5. Challenges in rail transport

The rail system has been the weakest link in Russia’s effort to reorient
its trade towards the East. Its limited capacity, particularly in the Far East-
ern section, which was already operating at full capacity before the invasion,
has made it impossible to accommodate all of the growing demand.® Invest-
ments in upgrading and expanding this infrastructure have indeed increased

& In 2023, 238 million tonnes of goods passed through ports on Russia’s eastern coast, while the total
capacity of Russian railways in this region was 173 million tonnes. As a result, these ports are cur-
rently operating at only 70-90% of their capacity. For more details, see E. Bragumupos, lourpa-
JVICh: MOILHOCTE BocTouHOro moaurona He 6yZeT XBaTaTh BCe CAeAyIOLLye 10 neT, MopcKye BecTu
Poccunm, 2 May 2024, morvesti.ru.


https://morvesti.ru/analitika/1687/108985/
https://morvesti.ru/analitika/1687/108985/

capacity, but they have also created new bottlenecks in the process. Eastbound
rail transport clearly benefitted from the significant reduction in container
shipments along the Northern Corridor of the Railway Silk Road, which runs
between China and Europe, mainly through Kazakhstan (in 2023, these ship-
ments were about 65% lower than in 2021). This decline freed up capacity in
the Asian part of Russia’s railway network, enabling it to handle the growing
trade between Russia, Belarus, and China (see Chart 7).

Since December 2023, due to attacks by Yemeni Houthi rebels in the Red Sea,
the Northern Corridor has regained its importance for shipments between
China and the EU. Freight volumes have approached pre-invasion levels, reach-
ing 189,000 TEU in the first half of 2024, compared to 303,000 TEU during the
same period in the record year of 2021.

The overall reorientation of Russia’s trade towards Asia has also freed up trans-
port capacity in the European part of the country. Coal producers have capi-
talised on this by periodically increasing their exports through ports on the
Baltic Sea and in Murmansk.

Chart 7. Rail shipments between China and Europe
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II. THE OBJECTIVES AND IMPLEMENTATION OF RUSSIA’S
TRANSPORT POLICY

From the Kremlin’s perspective, Russia is engaged in a systemic, existen-
tial conflict with the West, and the war in Ukraine is merely one aspect of
this broader struggle.” As a result of this outlook, Russia’s transport strategy
has been subordinated to its security objectives. In this context, the Krem-
lin’s key priorities include achieving greater diversification and reducing the
country’s dependence on economic ties, including transport links, with Europe,
while strengthening its ties with China, regarded as a strategic ally. This neces-
sitates expanding alternative transport routes leading directly to countries in
the Global South, particularly Eurasian rail corridors, which increasingly han-
dle the rapidly growing China-Russia and China-Belarus trade.

The impetus for Russia’s reorientation towards the East originated from the
rift with the West following its 2014 annexation of Crimea and aggression
against Ukraine. However, this process intensified after the 2022 invasion and
the imposition of sweeping Western sanctions on Russia. The full-scale war
against Ukraine has not changed the priorities of the Kremlin’s transport
policy but has merely accelerated their implementation.

From the Kremlin’s standpoint, the primary role of the country’s transport
infrastructure is to ensure the diversification of routes for exporting Rus-
sian resources, particularly energy supplies. This explains the government’s
focus on expanding the country’s railway and pipeline network towards Asia,
both eastward and southward. One of Vladimir Putin’s objectives is to make
Russia independent not only from the West but from any foreign country in
general. According to this plan, imports should fall to 17% of GDP by 2030
(down from 19% in 2023 and 26% in 2019). Imports should be diversified and
restricted to essential goods and services, allowing Russia to maximise domes-
tic production of goods and provision of services.

The underdevelopment and chronic underinvestment in transport infra-
structure, particularly in rail and road networks, represent major obstacles
to achieving these goals. Intermodal transport, including the necessary net-
work of transshipment terminals and logistics centres, is particularly under-
developed. This market did not experience rapid growth until the COVID-19

°  See, for more extensive analysis, M. Menkiszak, Winning the war with Russia. The West’s counter-
strategy towards Moscow, OSW, Warsaw 2023, osw.waw.pl.
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https://www.osw.waw.pl/en/publikacje/point-view/2023-04-26/winning-war-russia

pandemic and the subsequent rebound in cargo transit between China and
Europe through Russian territory. Several large logistics centres for handling
the transfer of goods between different modes of transport have since been
established around Moscow, near key railway hubs, and in the vicinity of ports
such as Kaliningrad, Vladivostok, Novorossiysk, and St. Petersburg. Contain-
erisation remains low, with rail transport standing at only around 5.5% in 2023.
Investment in the transport sector averages about 2% of GDP, roughly half of
what developing and developed countries allocate for such purposes. Only 30%
of these funds are allocated to constructing new infrastructure, with the
remainder directed towards maintaining existing facilities. This issue largely
stems from the poor quality of investment projects.'°

Redirecting Russian energy resources to the Asian market has been a key
aspect of Russia’s pivot to the East. While it was possible to reorient Russian
oil exports from Europe to China and India without additional investments
in pipeline infrastructure," gas transport requires time-consuming and costly
projects. However, so far, Beijing has shown no interest in building additional
pipelines to connect Russian gas fields with China, while Western sanctions
have hindered the expansion of LNG facilities needed to export gas in lique-
fied form." As a result, the Russian government is now focused on expanding
the capacity of the country’s railways and ports, which are vital for sustaining
foreign trade, supplying the regions and occupied territories, and supporting
the war effort.

1. Expanding rail infrastructure beyond the Urals

Due to Russia’s vast size, rail remains the primary mode of transport, par-
ticularly for long-distance routes. In 2023, it accounted for nearly 50% of
freight volume (approximately 2.6 trillion tonne-kilometres), but only 14% of
the total mass transported. Around 80% of goods transported by rail fall into
five categories: coal, oil products, construction materials, metal ores, and met-
als. These goods are prioritised in rail transport, often at the expense of con-
tainer shipping. However, the railway network in the Asian part of Russia is

10 For more details, see Pacmopsxenne IlpaButenscrBa Poccmiickoit Pefepanum oT 27 HOsS6ps
2021 rozia N23363-p «06 yTBepxmenuyu TpaHCIOPTHOI cTpareruy Poccmiickoit Pemepannm 10
2030 rofja ¢ MPOrHO30M Ha IepPyoz, Lo 2035 roga», Ministry of Transport of the Russian Federation,
mintrans.gov.ru.

11 For more details, see F. Rudnik, ‘Partial success...’, op. cit.

12 For more details, see idem, ‘The Power of Siberia-2 gas pipeline remains in the design stage’, OSW,
6 April 2023; idem, ‘The effect of the sanctions: the Russian LNG sector’s problems’, OSW Commentary,
no. 578, 7 March 2024, osw.waw.pl.
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underdeveloped. The backbone of the rail infrastructure leading to the Pacific
Ocean consists of two parallel lines: the Trans-Siberian Railway, which ends at
the port of Vladivostok, and the Baikal-Amur Mainline (BAM), which leads to
the port of Vanino in Khabarovsk Krai (see Map 1). However, BAM’s capacity
is severely limited (approximately 40 million tonnes as of early 2024), due to
its lack of electrification and the presence of only a single track along most of
its length.

In addition to the insufficient capacity of rail infrastructure in Russia’s Asian
regions, rail transport faces several significant challenges nationwide These
include shortages of rolling stock, especially locomotives and specialised
freight cars such as tankers, a lack of spare parts (such as bearings), an insuf-
ficient number of train operators, significant delays in implementing digital
solutions for improving railway traffic management, and the limited capacity
of infrastructure providing access to nearly all of the country’s ports.

Russia has improved its rail infrastructure over the past decade, with many
investments focused on expanding capacity to accommodate the rapidly
growing container shipments from China to Europe transiting through Rus-
sian territory during the COVID-19 pandemic. Consequently, in 2023, the two
main rail lines in the Russian Far East transported a total of 173 million tonnes
of goods, compared to 144 million tonnes in 2021 and about 60 million tonnes
in 2012.

However, the railway system is still unable to meet all the transport needs
of the Russian economy; it has even struggled to fulfil its quota obligations
to coal producers. In the coming years, the government plans to ramp up
investment, partly through the National Wealth Fund. In 2024, 400 bil-
lion roubles (approximately $4.5 billion) will be allocated to increasing the
capacity of both main lines in the Russian Far East, compared to 250 billion
roubles ($3 billion at the exchange rate of the time) in 2023. These funds
will primarily be used to eliminate bottlenecks, such as the one near the
Tayshet station in Irkutsk Oblast where BAM originates, the construc-
tion of a second track along part of this route, electrification near the
port of Vanino, and the introduction of digital traffic management solu-
tions. The infrastructure of Russian Railways in the Far East is expected to
increase its capacity to 210 million tonnes annually by 2030 and 270 mil-
lion tonnes by 2032. In addition to public investments, private companies
have also been working to expand infrastructure. A 530-kilometre private
railway line is under construction to connect the Elga coking coal deposit



in Yakutia,'® with the nearly completed Elga port on the coast of Khabarovsk
Krai. This infrastructure is expected to handle the export of 15 million
tonnes of coal by 2025, with a projected increase to 50 million tonnes in the
following years.

Russia has been expanding border infrastructure in the Asian region bordering
China and Mongolia, particularly at Zabaykalsk, the largest rail border cross-
ing in the area, which handles about half of the freight traffic passing through
Russia’s Far Eastern borders. In 2023, it processed 22 million tonnes of goods,
a 30% year-on-year increase, with 19.5 million tonnes of coal and other goods
exported to China. By the end of 2025, the construction of a second stand-
ard-gauge track (1,435 mm) is expected to increase the crossing’s capacity to
37 million tonnes. In 2023, Zabaykalsk also increased its container processing
by 15% year-on-year to 550,000 TEU, accounting for half of all container ship-
ments passing through Russia’s borders with China and Mongolia."

To manage its rapidly growing trade with China, Russia is increasingly relying
on Kazakhstan’s rail infrastructure. In 2023, 3.8 million tonnes of goods were
transported between Russia and China via Kazakhstan, a 35% increase from
the previous year. Before Russia’s invasion of Ukraine, Kazakhstan’s transit
routes were used to a limited extent, primarily for shipments between China
and the EU. In recent years, Kazakhstan has consistently invested in trans-
port infrastructure, particularly its rail network, strengthening its position
in regional transit, especially on routes to China. These efforts include the
ongoing expansion of two existing rail links across the Kazakh-Chinese bor-
der (Khorgos-Altynkol and Dostyk-Alashankou), as well as the start of con-
struction on a third connection (Bakty-Tacheng). By 2027, these projects will
increase the capacity of the infrastructure on the border with China from
28 million tonnes to 48 million tonnes. In parallel, Kazakhstan has been striv-
ing to diversify its infrastructure by expanding transport routes leading south-
ward (to Kyrgyzstan, Uzbekistan, and Turkmenistan), westward (across the
Caspian Sea to Azerbaijan), and northward (to Russia).

13 It is one of the largest coking coal deposits in Russia. Production began in 2011 and reached 21 million
tonnes in 2023, with an expected increase to 50 million tonnes by 2027. The deposit is controlled
by Albert Avdolyan, who has close ties to Sergey Chemezov, the CEO of the state-owned defence
corporation Rostec.

14 ‘[lepeBO3KM Yepes morpaHnepexos 3abarikanbck - MaHBYKYpuUs BBIPOCAY Ha TPETh B 2023 TOAY,
Temerpamma PX]I, 30 January 2024, t.me/telerzd.
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Map 1. Railways of the Russian Far East
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2. Increasing the use of the Northern Sea Route

To alleviate pressure on land routes leading eastward, Russia seeks to increase
the use of the Northern Sea Route (NSR), which passes through the Arctic
(see Map 2). Although the development of this route remains a priority for the
Kremlin, investments in expanding its infrastructure (such as ports, access
points, bunkering facilities, and navigation systems) and building specialised
vessels, support ships, and icebreakers have not progressed as planned. This is
mainly due to sanctions and a slowdown in energy projects in the region, partly
as a result of limited access to essential technologies. The expansion of this
route was expected to rely largely on non-budgetary funding from Russian
corporations, as government plans envisioned the NSR primarily as a route for
exporting resources extracted in the Arctic. Transit was expected to account
for only a small portion of cargo traffic along this route (approximately 8%,
or 10 million tonnes, by 2035, compared to 5%, or 2.1 million tonnes, in 2023)."*

The Kremlin views cooperation with China as a way to overcome the chal-
lenges in developing the NSR. After transit along this route plummeted in 2022,
75 shipments transporting a total of 2.1 million tonnes of goods were recorded
the following year, with voyages between Russia and China (mainly oil trans-
ported from Baltic Sea ports) accounting for nearly 95% of the freight traffic.'®
By contrast, containers accounted for only 3% of the cargo. Since 2013, the larg-
est Chinese shipping company, COSCO Shipping Lines, had operated on the
NSR, completing 42 voyages between 2013 and 2021, but suspended operations
after the full-scale war in Ukraine commenced. It was replaced by another Chi-
nese company, New Shipping Line, which launched regular services between
ports in northern Russia (Kaliningrad, St. Petersburg, and Arkhangelsk) and
China/South Korea during the summer season. In 2023, it completed eight such
voyages, with 12 planned for 2024.

15 1. Wisniewska, ‘Pétnocna Droga Morska w polityce Rosji’, Komentarze OSW, no. 400, 14 July 2021,
osw.waw.pl.

16 M. Humpert, ‘China Pushes Northern Sea Route Transit Cargo to New Record’, High North News,
18 December 2023, highnorthnews.com.
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Map 2. The Northern Sea Route
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3. Access to the Indian Ocean

Another key project for the Kremlin is the development of the multimodal
International North-South Transport Corridor (INSTC)."” Since Russia’s
invasion of Ukraine, the corridor’s importance has increased despite its numer-
ous infrastructural limitations. Russia has been using it extensively, primarily
for maritime connections with Iran and land routes through the South Cauca-
sus to Turkey, partly as an effort to bypass Western sanctions. In 2023, ship-
ments across the Caspian Sea to Iran surged by 55% reaching 5.5 million tonnes
(up from 3.5 million tonnes in 2022), though this route still plays a minor role
in Russia’s overall transport network due to its limited capacity. Rail transport,
primarily through Azerbaijan, whose network is connected to Turkey via Geor-
gia, grew by 14% in the same period, reaching 11.6 million tonnes.

The Kremlin hopes that by further developing the INSTC and utilising routes
through Central Asia, the South Caucasus, and the Caspian Sea, Russia will
gain direct access to the Indian Ocean via Iran’s Chabahar port (although this
would first require connecting it to Iran’s rail infrastructure). The countries
involved in the INSTC initially assumed that it would also capture some trade
flows from the Scandinavian countries towards Asia, similar to the Middle
Corridor.'®* However, Russia’s invasion of Ukraine has disrupted these plans
(see Map 3).

Regarding the INSTC, Russia remains dependent on cooperation with third
countries. Currently, the main constraint on developing rail transport along
the shortest route is that Iranian and Azerbaijani rail infrastructure are not
connected. In 2023, Russia signed an agreement with Iran to build the Rasht-
Astara section by 2028 to address this issue. The project, which will be financed
by Russian loans, is estimated to be worth $1.6 billion. However, the total cost
of modernising and expanding the INSTC’s transport infrastructure, including
ongoing and planned projects, is expected to exceed $13 billion. Most of these
investments focus on the route through the South Caucasus, as it also provides
access to Turkey. This will enable the connection of the INSTC with the Middle

17 The construction of the INSTC was initiated in 2000 by Russia, India, and Iran. In the following
years, more countries joined the initiative, including Azerbaijan, Armenia, Belarus, Kazakhstan,
Kyrgyzstan, Oman, Syria, Tajikistan, Turkey, Turkmenistan, Ukraine, and Bulgaria as an observer.
For more details, see E. Vinokurov, A. Ahunbaev, N. Usmanov, A. Zaboev, International North-South
Transport Corridor: Investments and Soft Infrastructure, Reports and Working Papers 22/2, Eurasian
Development Bank, April 2022, at: papers.ssrn.com.

18 K. Poptawski, S. Baniak, A. Michalski, M. Poptawski et al, The Middle Corridor. A Eurasian alternative
to Russia, OSW, Warsaw 2024, osw.waw.pl.
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Corridor, which runs from China through Kazakhstan, the Caspian Sea, Azer-
baijan, and Georgia, before continuing either through Turkey or across the
Black Sea to the EU.

To support the development of the North-South Corridor, Russia has been
investing in the modernisation and expansion of its port infrastructure on the
Caspian Sea, particularly in Astrakhan and Makhachkala. It plans to replace its
aging fleet and auxiliary vessels, although the transport capacity of this route
is significantly constrained by geographical and climatic factors. The Caspian
Sea is shallow, with a maximum draught of around five metres for ships car-
rying 7,500 tonnes, which effectively means that only barges and small ferries
can navigate it. In addition, storms frequently disrupt navigation for hours;
during winter, ice forms in the northern part of the sea, requiring vessels to be
assisted by icebreakers. According to government estimates, shipments along
this route are expected to increase to 8 million tonnes by 2030 and 20 million
tonnes by 2050. However, achieving this goal will require substantial invest-
ments from both Russia and Iran. This includes modernising and expanding
rail routes leading to ports, upgrading inland infrastructure, deepening water-
ways, and maintaining navigable depths (since 2023, ships with a draught of
up to 4.5 meters have been able to navigate the Volga-Caspian Canal, linking
Astrakhan to the sea via the Volga Delta). Furthermore, the fleet is expected to
grow by 20 vessels, including 10 container ships, by 2030.

Major investments are also planned for the eastern branch of the North-South
Corridor, which runs through Kazakhstan and Turkmenistan. Although the
rail link between Russia and Iran is heavily used, the capacity of the border
crossings between Turkmenistan and Iran (approximately 10 million tonnes
at Sarahs-Sarahs and 2 million tonnes at Ak Yayla-Incheh Borun) remains
a constraint. This capacity is crucial, especially since the route is also used by
Central Asian countries and China. Furthermore, additional transshipments
are required due to the different rail gauge in Iran (1,450 mm). Alongside the
expansion of rail infrastructure, ongoing investments are being made in the
road network."

The North-South Corridor is becoming increasingly important for shipments
to Afghanistan and Pakistan. Russia sees an opportunity to boost trade with
these countries through the planned construction of the Trans-Afghan Railway,

19 Kopudop «Cesep-F0z»: Hosble 803moicHocmu 0na eHewHell mopzosnu Poccuu, Pockorrpece, June 2024,
roscongress.org.


https://roscongress.content.rcmedia.ru/files/koridor_sever_ug_rus.pdf

which will run through Termez in Uzbekistan, Mazar-i-Sharif, and Kabul in
Afghanistan, all the way to the border crossing with Pakistan at Kharlachi.
According to plans, the route’s capacity is expected to reach 15 million tonnes
annually by 2030. The project’s estimated cost is $6 billion, but the sources of
financing remain unclear. To date, only the modernisation of the rail line at
the Uzbek-Afghan border has commenced this year.?°

Map 3. The route of the North-South Transport Corridor
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20 ‘TlakucraH, Apranucran u Ysbexucran nocrpoar TpaHcadrauckyro xenesuymwo gopory, Trans.ru,
19 July 2023.
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4. Expanding infrastructure to serve Belarus
and the Russian military

In recent months, the war effort and the need to ensure continuous supply to
occupied Crimea have compelled the Kremlin to commence the construction
of a railway line connecting Rostov with Sevastopol, passing through
Donetsk and Mariupol. The line will run along the coast of the Sea of Azov,
away from the front lines and parallel to an existing road (see Map 4). It is
intended to serve as an alternative supply route should the Ukrainian military
succeed in destroying or damaging the Crimean Bridge. According to Russian
Railways, it is expected to become operational by the end of 2024.*

Following the imposition of sanctions on Belarus by the West in 2020, and
their subsequent tightening, Russia became the country’s sole transport
corridor for goods subject to these restrictions, particularly mineral fertil-
isers and imports. In 2023, Belarus exported 70% of its potash fertilisers (over
6.6 million tonnes) through the port of St. Petersburg; another 17% (1.6 mil-
lion tonnes) went directly to China via the Railway Silk Road in containers.
Since the sanctions imposed on Belarus and Russia have not been synchronised,
Belarus has also become an important channel for Russia to circumvent these
measures. For example, cars from the EU are imported into Russia through
Belarus. To handle the growing flow of goods, Russia has decided to expand its
transport links with Belarus.

In 2023, the railway operators from both countries signed an agreement to
modernise the route from Minsk to the ports in Leningrad Oblast. In 2024,
Belarus plans to transport nearly 13 million tonnes of goods to St. Petersburg,
a volume that could rise to 20 million tonnes by 2027. Russia has committed
to constructing five turnouts on the Novosokolniki-Luga section (at Dno and
Batetskaya stations) by 2026 to connect the line with the rest of the Russian
network. Additionally, it has also pledged to upgrade the traction network and
communication systems. In the next phase, access to Bronka port in St. Peters-
burg, the primary hub for handling Belarusian exports, will be enhanced. Bela-
rus also requires investments in its northbound railway lines to implement
plans for building a transshipment terminal for mineral fertilisers at the port
of Murmansk with a capacity of 5-7 million tonnes annually. This project is not
yet underway, as the Belarusian side is still assessing its viability. In addition
to expanding its infrastructure towards the north, Belarus seeks to upgrade

21 B, IOxHeBud, ‘Hoas JK/]I, HOBbIe TepPUTOPNUM, CTAPbIe YIPO3bI, Brymok, 19 April 2024, vgudok.com.
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its connections with the Russian regions bordering Ukraine, including the rail
hub near Zhlobin station.? This route may be used for military purposes.

Map 4. The route of the railway from Rostov to Sevastopol via Mariupol
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5. Developing port infrastructure

In recent years, Russian exporters of raw materials and logistics com-
panies have been rapidly developing maritime transport, particularly
port infrastructure, but it continues to face significant infrastructural con-
straints. As a result, only 70-90% of terminal capacity is currently utilised.
Most investments are now focused on addressing the most critical challenges,
which primarily stem from neglect by state-owned entities. These include lim-
ited rail capacity on approaches to ports, an overused auxiliary fleet, a short-
age of deep-water ports in the Black Sea and Baltic Sea regions capable of

22 ‘Bemapych u PO mcnonb3yoT nopThl JIEHMHIPALCKOM 06/1acTy KaK ONTMMAIbHBIN MapLIpyT AJLs
nepeBasky Genopycckux HepTenponyKTos - skcrept’, [Ipanm Ilpecc, 12 April 2024, primepress.by.
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accommodating large vessels (current depth limits allow vessels with a max-
imum draught of 13 metres, restricting container ships to a capacity of up
to 5,000 TEU, while shippers typically use vessels with capacities of 10,000-
14,000 TEU, with the largest exceeding 24,000 TEU), and a lack of specialised
ports for handling specific goods, such as mineral fertilisers and grain.



III. CONCLUSIONS: RUSSIA’S SHIFT AWAY FROM THE EU
AND GROWING DEPENDENCE ON CHINA

The expanding capacity of alternative routes to those leading to the
West has enabled Russia to overcome sanctions-related challenges, turning
increased spending on such projects into one of the key drivers of the Russian
economy, leading to short-term improvements in macroeconomic performance.
As a result, over the past two years, the Kremlin has increased budgetary
spending on these initiatives, partially by allocating additional funds from the
National Wealth Fund. However, it is difficult to predict how long the Russian
budget can sustain these projects. So far, the government has stuck to its com-
mitment to maintain high levels of spending, but it is increasingly shifting the
financial burden of these investments onto the private sector.

Under the current conditions, and given the uncertainty surrounding Russia’s
economic outlook and the future of the sanctions, it remains unclear whether
Russian companies will be able to fully exploit resource deposits and invest in
the infrastructure necessary for exporting these resources. A sharp slowdown
in the growth of trade with China in the first quarter of 2024 (down to 5.5%
year-on-year compared to 40% in 2023), along with the suspension of energy
projects in the Arctic, has highlighted the potential challenges in this area.

Developing alternative transport routes away from the West strengthens Rus-
sia’s security. As a result, the Kremlin is determined to pursue these projects
at any cost. Russia is bracing for the possibility of a complete shutdown
of its economic and transport links with Europe, either due to an antici-
pated escalation in its confrontation with the West or a potential intensifica-
tion of the China-US rivalry in the Pacific. Moreover, Russia appears willing
to employ a range of measures to accelerate this scenario, such as increasing
migration pressure, launching hybrid operations against NATO countries, and,
in extreme cases, resorting to military aggression. Such actions could also dis-
rupt rail transport and transit between China and Europe, potentially forcing
Poland to close its border with Belarus, including the crucial Mataszewicze
Transshipment Area.

The land-based transport corridors from Russia to the West, including
those passing through Poland, are no longer a priority for the Kremlin.
The importance of the rail route through Poland (mainly used for transporting
bulk goods such as coal and timber from Russia) in Russia’s trade relations with
the EU has decreased significantly, especially after the imposition of Western
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sanctions. In 2023, the EU imported $3 billion worth of goods weighing around
5 million tonnes by rail from Russia, accounting for about 6% of the EU’s total
imports from Russia in both value and weight. Meanwhile, the EU’s exports to
Russia by rail totalled around €300 million and 115,000 tonnes, representing
less than 1% of its total exports to Russia by value and weight. Trucks are the
primary method of transporting goods from the EU to Russia: in 2023, they
carried 3.6 million tonnes of goods worth €35 billion, accounting for around
70% of the EU’s total exports to Russia by weight and 9o% by value. As for the
EU’s imports from Russia, nearly 50% of supplies (approximately €24 billion
and 39 million tonnes) were transported via pipelines (oil and gas for Central
European countries), while over 35% (approximately €18 billion and 30 million
tonnes) were shipped by sea.

Thus far, maintaining the existing transport infrastructure between Rus-
sia and the EU has been essential for Moscow’s efforts to circumvent the
sanctions. Loopholes in EU law and weak enforcement of restrictions by the
EU’s member states have enabled Russia to use trade between the EU and Cen-
tral Asian countries as a primary channel for supplying its domestic market.
Furthermore, the lack of harmonisation in the EU’s sanctions policies towards
Russia and Belarus has enabled both countries to assist each other in circum-
venting the restrictions. Russia has become the main channel for the export of
Belarusian potash fertilisers, while Belarus has ensured the supply of various
goods, primarily cars, to the Russian market.





