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Abstract

The paper focuses on the development trends of the transport infrastructure of Eurasia in the context of the
economic and political integration of the countries on the continent. Leading states of the Asia-Pacific region
(APR) made proposals on large-scale infrastructure projects in the Eurasian space after financial crisis 2008—
2009. Russia is extremely interested in integrating into these initiatives, but faces a number of difficulties.
Some of them are connected with the peculiarities of regulation of transport issues within the framework of the
Eurasian Economic Union.

The article analyzes Russia’s current infrastructure development dialogue with the APR states, including
the initiative of coordination of the Eurasian Economic Union and the Silk Road Economic Belt. The authors
examine main Eurasian infrastructure projects interesting for complex EEU infrastructure development as well
as the main challenges and opportunities for Russia arising in the framework of the interaction of the EEU and
the APR countries in the field of infrastructure.

The authors conclude that integration of Russia into Eurasian transport and logistics initiatives requires
the coordination of the transport agenda with trade and investment regulation. This coordination suggests close
cooperation with the Eurasian Economic Commission, and in the long term — even the transfer of competencies
related to the development of the EAEU infrastructure agenda to the supranational level.
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Introduction

After the global financial crisis of 2008—2009, all major Asian countries initiated or sup-
ported large-scale infrastructure projects in Eurasia. For example, the Association of
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Southeast Asian Nations (ASEAN) made great efforts to promote a concept of “build-
ing up mutual ties” within the Association and as part of a Regional Comprehensive
Economic Partnership (RCEP) project [Kimura, 2010; Lewis, 2013]. In October 2013,
Korea officially presented its Eurasia initiative [KIEP, 2013]. India began to position
itself as a continental power and promote the idea of a trans-Eurasian North-South
International Transport Corridor [KIEP, 2013]. Finally, in 2013, China inaugurated
its ambitious initiatives — the Silk Road Economic Belt and the Maritime Silk Road,
which were later united into one mega-initiative — the Belt and Road [Wang, 2016].

Russia is also interested in participating in the Eurasian international transport
agenda through various institutions and agencies. First, several initiatives are now dis-
cussed at the bilateral level, primarily projects for the development of cross-border
transport corridors between Russia and China [Zuyenko, 2017], between Kazakhstan
and China [Abdullayev et al., 2016] and at the trilateral level between Russia, North Ko-
rea and Korea [Lee, 2017]. Second, the transport agenda is partly the responsibility of
the Eurasian Economic Commission (EEC), since it is the body that is responsible for
implementing the EAEU-SREB integration [Skriba, 2016; Makarov, Sokolova, 2016].
Third, the Eurasian Development Bank (EDB), which is both an investor and coor-
dinator of investments from other development institutions for infrastructure projects
in the EAEU, is very proactive [TASS, 2016]. Finally, some projects are implemented
within the framework of direct cooperation between EAEU countries and international
development institutions such as the World Bank, the Asian Development Bank, the
European Bank for Reconstruction and Development, and others.

Today, the transport agenda in relations between the EAEU and Asia-Pacific
countries is present only in negotiations with China. In the future, it will develop the
framework of negotiations for free trade agreements (FTAs) with Singapore regarding
the regulation of transport services. From a strategic point of view, it is the interaction
between the EAEU and countries of the region that is a key track for implementing the
Eurasian transport agenda. The main reason is that the EEC is the only player that can
in the future represent a consolidated position of the EAEU countries on three princi-
pal issues — trade, investment and infrastructure.

The key obstacle to the development of such a dialogue is the EAEU’s lack of the
necessary level of authority to form an all-Union transport agenda with third countries.
Moreover, even the implementation of elements of the common transport policy with-
in the Union sometimes leads to strong disagreement between its members, primarily
Russia and Kazakhstan. To date, the EAEU transport agenda is not linked to the trade
and investment agendas, and they are not even discussed as interrelated. The EAEU
has still not discussed how the liberalization of trade can help ensure the profitability
of infrastructure projects, although this issue has a direct bearing on ensuring stable
regional integration.

This article analyzes existing Eurasian infrastructure projects and suggests mecha-
nisms that can help the EAEU increase its participation in these projects. The follow-
ing paragraphs discuss the main transport initiatives implemented in Central and East
Asia which are of potential interest for forming an integrated infrastructure agenda for
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the EAEU. This is followed by an analysis of prospects for the development of air trans-
port in Eurasia. The article concludes with the discussion of the main challenges in the
transport and logistics sphere that Russia faces in the framework of dialogue between
the Eurasian Economic Commission and its partners, as well as recommendations on
how to improve the work of Eurasian institutions in this field.

Transport Initiatives in Central Eurasia

The Silk Road Economic Belt is the main component of the development of infra-
structure in Central Eurasia. The SREB is a common name for several infrastructure,
energy and other projects planned or already implemented in the central part of the
Eurasian continent with the participation of China. Since Xi Jinping first mentioned
the Silk Road Economic Belt initiative in his speech in Astana in 2013, China’s views on
a common Eurasian infrastructure have been revised several times. At first, the SREB
and the 21st Century Maritime Silk Route were united into the One Belt One Road
initiative, and later it was changed to the Belt and Road initiative. However, the SREB
still does not have any practical content. Many commentators, following a natural anal-
ogy with the ancient Silk Road, interpret the SREB’s goal as creating new routes for
the supply of Asian goods to Europe. In 2014 when Xi Jinping announced China’s
readiness to invest $40 billion in the Silk Road Fund for the SREB, he also proclaimed
the goal of building and modernizing transport infrastructure to increase trade with
Europe [Hong, 2017].

Not surprisingly, most of the discussions about the SREB compare various routes
from Asia to Europe. Most experts say that the most realistic option is the supply of
goods from Western China via Kazakhstan and then across Russia and via Moscow to
the border with the European Union. This route has been already functionings: since
2011, container trains have been regularly delivering Hewlett-Packard monitors and
laptops from Chongqing (China) to Duisburg (Germany). Beginning in 2012, trains go
about once a week between Chengdu (China) and Lodz (Poland) along the Trans-Sibe-
rian Railway. In 2013, the Jinghe-Khorgos-Zhetygen railway was finally opened, which
reduced the time of cargo delivery from Chongqing to Duisburg to 15 days. However,
using this route on a broader scale will require significant investment in infrastructure
modernization [Makarov, Sokolova, 2016].

One of the options for the development of this route is the construction of a high-
speed line along it. In October 2014, Chinese investors said they were ready to invest in
the construction of a Moscow-Kazan high-speed railway under the condition it was ex-
tended to Beijing. Russian Railways has been actively promoting this corridor under the
brand “Eurasia High-Speed Railway,” which is planned to link Berlin, Moscow and
Beijing. However, many experts doubt the profitability of transporting cargo and pas-
sengers such large distances along a high-speed railway. Even conventional rail freight
services are more expensive than delivery by sea, and passenger rail services are hardly
competitive in comparison with air services [ Karaganov et al., 2015].
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The construction of the Moscow-Kazan leg of the railway is still at the approval
stage. In June 2016, China reiterated its readiness to invest at least $8 billion in it,
and shortly thereafter, a consortium of German companies expressed the desire to par-
ticipate in the financing. The Russian authorities, too, view the Moscow-Kazan high-
speed railway as a priority project. In 2015 Vladimir Putin said that it would “become
a benchmark project for Russian-Chinese cooperation in the transport and infrastruc-
ture” [JSC “High-Speed Rail Lines”, 2015]. However, the construction of the railway
has not begun: it is impeded by numerous factors, ranging from funding procedures and
the track gauge to who will do the contract work.

Another option which features extensively in discussions about the SREB is a
route bypassing Russia. The cheapest variant is a route via Kazakhstan and Iran, where
freight delivery to Europe will cost about $1,700 per TEU. This route will require about
2 billion dollars in investment. Another route is via the Kazakhstani port of Aktau, from
which cargo will be shipped across the Caspian Sea to Baku, then to Poti and across
the Black Sea to Constanta. This route will be the most expensive for carriers: up to
$5,000 per TEU. Only if large-scale investment ($8 billion) is made in the expansion of
seaports, reconstruction of roads and construction of tunnels and container-logistics
centers will the cost of transportation decrease to $1,500 per TEU [Karaganov et al.,
2015]. From Baku, the route can go to Kars (via Nakhichevan or Thbilisi), and then by
rail via Istanbul to Europe. Turkey is already developing its transport infrastructure,
using Chinese investments, among others.

In addition to railways, highways need to be developed, too. In August 2004, the
first trans-Chinese highway was opened. It runs from the port of Lianyungan to the
Khorgos checkpoint on the border with Kazakhstan [Karaganov et al., 2015]. In 2016,
China acceded to the Convention on International Transport of Goods, which has re-
lieved it of the need to transfer the goods from Chinese trucks to Kazakh or Kyrgyz ones
on the border and which has thus reduced the cost of logistics. The only major obstacle
to the development of international road transportation in the region is the insufficient
development of road infrastructure.

Major international projects in the field of road construction include the Western
Europe-Western China transport corridor, intended to strengthen economic ties bet-
ween Europe and Asia. The corridor will run from Russia’s St. Petersburg to Lianyun-
gang in China. In June 2016, Russia announced plans to build the Meridian highway.
The $8 billion project will be a southern relief route for the corridor. It will be a straight
2,000-kilometer road stretching from the border of Kazakhstan to the border of Belarus
and passing 350 km south of Moscow.

The idea of railway and road transit is actively promoted by Russian transport com-
panies and leaders of Central Asian and some trans-Caucasian countries (some of these
countries have even expressed readiness to change their track gauge, which is a very dif-
ficult process from both technical and foreign policy points of view) [Luzyanin et al.,
2015]. At the same time, prospects for a significant increase in the transit of goods from
China to Europe seem to be ambiguous. Trade in this direction has been growing more
slowly than a decade ago. Chinese exports have been on a decline since 2014. Given the
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still weak prospects for growth in the EU and the gradual transformation of the Chinese
economy, these trends can be long term. At the same time, the last decade has seen the
implementation of large-scale plans to build up sea transport capacities: the Suez Canal
has been expanded, and the merchant fleet has significantly increased. In these condi-
tions, the cost of sea shipping is likely to continue to fall, putting land transportation
at a great disadvantage. The importance of non-economic factors (including military-
political risks) will grow. These factors cause China to diversify its export routes, yet this
is not a sufficient reason to redraw the entire logistics map of the continent.

Probably, transit as such is not the only goal of the SREB. Much more important
are other reasons: the transfer of excess construction facilities, which emerged in China
during the period of an infrastructure boom, to other countries; access to natural re-
sources of Central Eurasia; a potential transfer of polluting and labour-intensive indus-
tries to this region, as these industries become less attractive in China with the growth
of incomes and exacerbation of environmental problems; access to new sales markets
(including the markets of countries such as Iran and Pakistan) which are not very large
yet but will certainly expand over time; and relative stability in Central Asia and the
Xinjiang Uygur Autonomous Region [Bordachev, Likhacheva, Xin, 2015; Makarov,
Sokolova, 2016; Hong, 2017].

The China-Pakistan Economic Corridor is the fastest-developing part of the Eur-
asian infrastructure network. In 2015, China signed an agreement with Pakistan on a
40-year lease of the deep-sea port of Gwadar (near the border with Iran). A railway
is already being built to link Kashgar (Xinjiang-Uygur Autonomous Region, Western
China) and Gwadar. The railway will reduce cargo transit time from China to Pakistan
from 12 days to 36 hours [“Silk Road Economic Belt” Project. Prospects for the CIS,
2016]. For the sake of the project, China was even ready for a conflict with India, as
the railway passes through the disputed region of Kashmir. In April 2015, China sent
the first investments ($1.65 billion) from the Silk Road Fund to Pakistan which, con-
trary to Xi Jinping’s initial assurances about the fund’s focus on transport projects,
were allocated for the construction of a hydroelectric power station. The investments
in Pakistan have nothing to do with the transit of goods to Europe; yet they are in tune
with the main goals of the SREB: receiving access to new sources of natural resources
and markets, increasing influence in Central Eurasia and diversifying export routes as
a safeguard against the risk that the Strait of Malacca may be blocked and the rise mili-
tary and political tensions in the Indian Ocean.

Transport Initiatives in East Asia

From the point of view of the development of transport infrastructure, East Asia is
highly heterogeneous. Its largest economies — China, Korea and Japan — have dense
internal transport networks which are isolated from each other. The Russian Far East,
and especially Primorsky Krai which is located in the middle of the China-Korea-Japan
triangle, can help link them into a regional infrastructure network. Factors that can fa-
cilitate this development include, first, the gradual regionalization of international trade
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and the transition of Asian countries from the “Asia for the world” model to the “Asia
for Asia” model [Bordachev, Likhacheva, Xin, 2015] and second, the gradual shift of the
economic growth center in China from east coast provinces to the periphery [Makarov,
2017] which includes north-east provinces — Jilin, Heilongjiang and Inner Mongolia.

These provinces can be integrated into the world economy through international
transport corridors (ITCs) Primorye-1 and Primorye-2, which run from Harbin to
Vladivostok and from Hunchun to Zarubino. During Xi’s visit to Russia in July 2017,
the two countries signed an intergovernmental agreement to develop the corridors.
According to optimistic estimates, freight turnover in the two corridors may reach 45
million tons by 2030, of which half will be grain (for example, soybeans supplied to
northeast China) and half container cargo. According to estimates of the Ministry for
the Development of the Russian Far East, the corridors may bring Russia an additional
annual increase the gross domestic product of 29 billion roubles. The Primorsky Krai
economy may grow by four to five percent and create about 3,000 new jobs. The corri-
dors may help Chinese companies save $700 million [ Dmitrikova, Drobysheva, 2017].

According to reports from regional administrations, cargoes are already supplied
via the corridors, but these are trial deliveries as their volume does not exceed several
hundred containers. Reaching the planned freight turnover target requires markedly
increasing the carrying capacity of all types of transport infrastructure. Major highways
are already being built or modernized. However, there are problems with the construc-
tion of the port of Zarubino, the key element of the Primorye-2 corridor. The project,
proposed by Summa Group, provides for the construction of container, grain, alumina
and universal terminals with a total capacity of 60 million tons. Initially, the company
expected the government to participate in the funding, but the money was not allocated
and the construction was actually frozen. Chinese partners, namely China Merchants
Group with which an agreement of intent was signed, have not also hurried to finance
the project [Zuyenko, 2017].

The wait-and-see strategy of all potential parties to the project is understandable.
At present, there are too many uncertainties about the development of the Primorye-1
and Primorye-2 corridors.

First, although the distance of cargo transportation from Heilongjiang via Vladi-
vostok is three times shorter than the route going via Dalian, it costs five to 15 percent
more, according to McKinsey’s estimates and, most importantly, it takes 220 hours in-
stead of 85 due to long cross-border procedures [Zuyenko, 2017]. To reduce the transit
time for certain categories of goods shipped via the ITCs, the Ministry for the Develop-
ment of the Russian Far East has proposed that customs clearance for cargo delivered
to ITC ports be carried out on the land border. This will help reduce the time of cargo
delivery from 24 to 13 hours in the Primorye-1 corridor and to four to five hours in the
Primorye-2 corridor [Vasilyeva, Nazipova, 2017].

Second, any potential investor wants to be sure that the corridors will really be
used for cargo transportation after the modernization of the port and infrastructure.
The Chinese cannot guarantee this, as the bulk of the cargo will be shipped by private
companies, many of which are medium-sized and small [Zuyenko, 2017]. Their deci-
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sions on transportation routes depend on a benefit-cost ratio. Unless shipment for-
malities in the Primorye corridors are eased essentially, they will hardly be competitive.

The Free Port of Vladivostok is one of the main instruments for facilitating the
movement of goods. The porto franco regime, already extended to two dozen munici-
palities in the Russian Far East, is intended to attract investments in new production
facilities, thereby expanding the export base, and to simultaneously simplify the servic-
ing of potential freight flows. Too little time has passed to fulfill these goals. Yet there
are still no signs that the free port status stimulates in any way the export of finished
products. Russian Far Eastern ports show positive dynamics in terms of shipment of
raw materials, but in container transshipment the Pacific basin in 2016 was the only one
in Russia with negative growth rates. At the same time, the shipment of containers by
rail is gradually growing, albeit from a very low starting position [Avelana, 2017].

The land transport infrastructure is no less important in trade with China. For
example, a road bridge across the Amur river between Blagoveshchensk and Heihe will
enable year-round and all-weather transport communication with this country. The
two countries signed a concession agreement on the construction of the bridge in June
2016. The first stage of the construction is planned for completion in 2019. At the second
stage, a railway bridge will be added to it. Within the framework of the development of
Bolshoy Ussuriyskiy Island, Russia and China continue negotiations on the construc-
tion of a permanent two-way road checkpoint for passengers and cargo — Khabarovsk
(Bolshoy Ussuriyskiy Island)-Fuyuan (China). In the Jewish Autonomous Region, the
Birobidzhan-Ungun-Leninskoye road is now being reconstructed. It will open a new
cargo transportation corridor from this region and the west of the Khabarovsk Territory
to the Heilongjiang province [ EAOMedia, 2017].

The construction of a Zabaikalsk-Manchuria grain railway terminal is to play an
important role in the development of Russian grain exports to China. The terminal is
expected to be put into operation in 2018. Later, it is planned to have a capacity of eight
million tons of grain per year [Makarov, 2017].

East Russia can also be integrated into China’s transport initiatives through a
Sino-Mongolian-Russian economic corridor. In the spring of 2014, Foreign Minister
Wang Yi said that this initiative would mean the integration of China’s One Belt One
Road project, Mongolia’s Steppe Road initiative and Russia’s Trans-Eurasian Corri-
dor proposal. The development of a transport corridor to China via Mongolia would be
of great importance for Eastern Siberia, as it would be able to supply products to China,
bypassing bottlenecks in the eastern part of the Trans-Siberian Railway. In addition,
a meridional transport corridor may enable the outsourcing of water and energy-inten-
sive products from China to Eastern Siberia, which was previously held back by trans-
port barriers [ Makarov, Sokolova, 2016].

However, the China-Mongolia-Russia economic corridor project has not yet been
started. The main reason is a lack of funding sources. Russia does not have available
sources for such large-scale projects. Mongolia has never expressed interest in this ini-
tiative, as it does not see benefits for itself from it. For example, Russian coal that could
be supplied via this corridor would be a competitor to Mongolian coal. As for China,
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its demand for coal is uncertain as the country is switching to natural gas, while moving
Chinese energy and water-intensive industries to Eastern Siberia does not seem an at-
tractive idea to Chinese partners due to the low investment climate in Russia and high
mistrust toward the Russian economy, rather than a lack of infrastructure.

Also, except for individual projects to ease cross-border formalities and build
bridges, the agenda for integrating regional transport networks does not include the
Amur, although there are good prospects for developing river transport in the region.
A program for comprehensive development of the Amur as a transport/logistics water-
way can solve several tasks at once: relieve the traffic on the Trans-Siberian Railway,
facilitate access to foreign markets for Russian exports, establish elements of effective
Russian-Chinese river management and consolidate the status of a dam-free river for
the Amur, which would be advantageous to Russia and which is constantly disputed
by China. According to preliminary estimates, the project for comprehensive develop-
ment of the Amur as a transport waterway can be equated to the Baikal-Amur Mainline
in terms of transportation capacity.

Given the unique biodiversity of the Amur, the river’s importance for maintaining
all ecosystems in the region, its status of the longest river border in the world and the
significant imbalance in river management between Russia and China, the develop-
ment of such a project requires a full-scale intergovernmental and interdepartmental
dialogue, involvement of international development institutions and application of the
principles of strategic environmental assessment, approved by the UN [Ministry of
Natural Resources and Environment of the Russian Federation, 2015].

The experience of China’s neighbors in the Mekong basin (Laos, Cambodia,
Thailand, Vietnam and Myanmar), of India with regard to the Brahmaputra, and of
Kazakhstan with regard to the Irtysh shows that progress in regulating the Amur basin
is impossible without China’s involvement in broader negotiation formats. Taking into
account similar problems faced by China, Kazakhstan and Russia regarding the Irtysh,
elevating the Amur issue to the Eurasian level seems promising, although it will face
resistance from China which prefers discussing such issues at the level of bilateral basin
commissions.

New Airline Hubs in Eurasia

Despite the relatively small share of air transport in the total volume of cargo transpor-
tation, its role is hard to overestimate for building up ties between countries and develo-
ping recreational and business tourism. Currently, the world’s largest airline hubs are
located on routes between three major economic centers: North America, Europe and
East Asia.

In the near future, the world may see the rise of second-level production and con-
sumer sites, which are now served on a peripheral basis by cargo aircraft from interna-
tional megahubs. One such site will be in Central Eurasia. In the meantime, the region
does not have full-fledged hubs for air carriers, and its air infrastructure is inadequate.
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On the map of air routes, there is a large blank space between Frankfurt, the eastern
coast of China and the south of the Arabian Peninsula, where there are no large air
terminals and where flying rates are low (Fig. 1).
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Fig. 1. Map of Megahubs in Eurasia

Source: [Maps of World].

Therefore, it is highly important to develop second-level continental hubs in Cen-
tral Eurasia. It is unlikely that a new Dubai or a new Hong Kong will appear in the
steppes of Kazakhstan or the deserts of Xinjiang in the next decade, but within the next
five to seven years new second-level hubs must emerge in the region to serve the inter-
ests of industries and new private consumers. Airports in Russia, Kazakhstan, Western
China, Turkey and Iran already compete to host such hubs.

Chengdu Airport is already among the 50 largest airports in the world in terms
of cargo turnover [The Port Authority of NY & NJ, 2016]. The coming years may see
growth in cargo traffic going through Xi’an, Lanzhou and Urumgqi. The rate of con-
struction of new infrastructure facilities in China is still unattainable for other Eurasian
countries [KPMG, 2009]. Russia’s partners in the Eurasian Economic Union have
also announced their ambitious projects. For example, Kazakhstan’s Alma-Ata plans
to create a Eurasian airline hub from scratch [Nee, 2015]. Whereas previously such pro-
jects did not go further than political rhetoric, the implementation of SREB projects
increases Alma-Ata’s chances to attract large investors. Karaganda and Astana, too,
have similar plans, although they have not been given as high a profile.

The intensification of economic and political processes in Central Eurasia opens
wide opportunities for Russian airports. Yekaterinburg, Novosibirsk and Krasnoyarsk
have the required competitive advantages to become full-fledged second-level hubs:
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advantageous geographical locations, skilled personnel, technological production fa-
cilities of their own and relatively favorable natural conditions (low seismicity and non-
proneness to typhoons and strong winds).

The myth of snow as a barrier to creating a successful hub has for years been effectively
debunked by Anchorage in the United States, the fifth largest cargo hub in the world with a
freight turnover of 2.5 million tons. This is almost twice as much as the freight turnover of
all Russian airports. Normal rainfall from November to February in Anchorage (95 mm) is
comparable with that in Yekaterinburg (107) and Novosibirsk (113) [Weather and Climate,
2017]. Megahubs were even created in a desert with a small population (Dubai), and in
multimillion megacities prone to typhoons (Hong Kong and Shanghai).

Strong regional elites also increase the chance for effective cooperation with an-
chor investors and the attraction of efficient operator companies. The result is already
there: both Yekaterinburg and Novosibirsk have in recent years begun to modernize
their airports, Koltsovo and Tolmachevo.

The Russian Far East also has certain opportunities for developing airline hubs.
This region is the closest to Asian markets: Vladivostok is within a two- to three-hour
flight from key production sites in Asia. At the same time, Vladivostok’s Knevichi Air-
port cannot compete with successful megahubs — Incheon, Shanghai, Hong Kong,
Tokyo and Shenzhen — in serving the most popular routes, including routes to the
United States. It would be much more promising for it to attract anchor companies
from among the world’s top 11 to 20 cargo carriers on most favorable terms and to serve
as an auxiliary regional rather than transcontinental hub. It can follow the example
of Liege Airport which opted not to compete with Frankfurt but rather supplement it
as much as possible. As a result, it has become a successful example of a second-level
hub over the last ten years [Orban, 2017]. Probably, the new owner of the airport, the
Russian Direct Investment Fund, Changi Airports International of Singapore and the
Basic Element group of companies will follow precisely this strategy.

Challenges to Russia and Recommendations for Integrating
the Transport Agenda into the EAEU’s Cooperation
with Asian Countries

Even if we disregard the issue of infrastructure development funding, in the long term,
Russia will come across several transport-related barriers that will prevent it from in-
creasing exports to APR countries:

+ excess load on the Trans-Siberian Railway, which holds back exports from the
Russian Far East and especially Siberia in the absence of meridional routes;

» potentially high competition with Kazakhstan in exports, which can have a neg-
ative impact on the export potential of Siberia and the Russian Far East amid a fast
build-up of Kazakh-Chinese infrastructure; and

* Problems with Russian-Chinese management in the Amur basin and Russian-
Kazakh-Chinese management in the Irtysh basin.

These challenges make it difficult to find effective solutions within the framework
of regional negotiations: in the first case, the problem should be addressed at the fed-
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eral level and dialogue should be held with Kazakhstan in light of the increase in transit
flows via the Trans-Siberian Railway and the development of new export routes. In the
second case, the issue is competition within the EAEU and harmonization of nontar-
iff barriers with respect to EAEU members by China. The third case is an example of
China’s approach to managing international water basins.

External factors that may have a decisive influence on the quality of the EAEU’s dia-
logue with Asia-Pacific countries on transport and logistics issues and, accordingly, on
Russia’s participation in such projects include the rate and geography of China’s economic
growth, prospects for China’s trade and economic cooperation with Asian countries, the
EAEU and the United States, and finally, the degree of trade liberalization in Asia and be-
tween Asian countries and foreign partners, including Russia. The key internal factor is the
level of authority for the EAEU to develop a common transport agenda.

Currently, the EAEU is holding or planning to hold trade liberalization negotia-
tions with Korea, Singapore and India. Regarding China, Moscow and Beijing are fi-
nalizing the text of a non-preferential trade and economic agreement. There is a basis
for dialogue in the field of infrastructure with all these countries.

Regarding Korea, the situation is the most promising and, at the same time, the
least stable due to a crisis in relations between Seoul and Pyongyang. Korea, which
launched its own Eurasian initiative in 2013, is not involved in the EAEU transport
agenda in any way and the transport agenda was not discussed at the level of prelimi-
nary studies on the feasibility of a free trade area.

The existing political conflicts between the two Koreas do not yet allow optimis-
tic forecasts about prospects of a trans-Korean railway (the main project within the
framework of the Korean Eurasian initiative), but in the future this project may have
a positive impact on the region’s development — through sea ports and transit by rail.
Moreover, the visit to Moscow of a special envoy of the new president of Korea, Moon
Jae-in, in August 2017 was devoted to a return to the Korean “solar heat” policy which
provides for the development of trans-Korean projects.

Singapore may in the long term become a key investor in Russia’s transport in-
frastructure. Singapore’s Changi Airports International already participates in the de-
velopment of Knevichi Airport. There are good prospects for attracting Singaporean
partners to participate in the extension of Russian sea ports in Primorsky Krai and,
especially, the development of the Northern Sea Route infrastructure. Russia is in-
terested in linking these issues to the trade liberalization issue in the framework of an
EAEU-Singapore dialogue.

Regarding India, we can expect that free trade area negotiations with it, announced
in June 2017, will discuss a North-South international transport corridor among other
transport/logistics issues. This proposed corridor would pass across Russia’s European
part, the Caucasus or Kazakhstan, Iran and the Arabian Sea to reach Mumbai. It is im-
portant that this project, to which Russia, India, Armenia and Kazakhstan pay priority
attention, does not disorient Indian businesses regarding prospects for Siberian and
Russian Far Eastern exports. There is a risk that the corridor project will reduce part-
nership between Russia and its regions in the European part. This is why it is important
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that the FTA negotiations discuss the corridor agenda in conjunction with trade and
investment cooperation between India and Russia’s trans-Ural regions, primarily the
Russian Far East which can conduct sea trade with India.

In the short term, it seems expedient, within the framework of the Commission’s
existing powers, to closely link the transport agenda in the dialogue with China to other
negotiation issues, primarily nontariff barriers and information exchanges. In starting
negotiations with India and Korea, this is also a required condition for integrating the
Russian transport system into the transport/logistics network of the Eurasian region.
Otherwise, there is a high risk that transport projects will be discussed without assess-
ing direct trade effects of their implementation.

The example of a grain terminal project in the port of Zarubino — given the exist-
ing ban in China on the import of Russian Far Eastern wheat, unstable phytosanitary
standards in India and protective duties and quarantine for imported wheat in Korea —
confirms the high dependence of transport cooperation between the EAEU and APR
countries on broader frameworks for trade regulation.

In the medium term, the Eurasian Economic Commission will likely seek to in-
crease its authority and transfer the transport agenda to the level of supranational regu-
lation: this is the only way to fully tap the transit and export potential of the EAEU
countries. However, this process may take three to five years.

The EAEU does not participate, either, in attracting funds from international
development institutions, including the Asian Infrastructure Investment Bank, the
BRICS New Development Bank, and the Silk Road Fund. The Eurasian Economic
Commission is not represented in these institutions, although the implementation of
some infrastructure projects in the region will a priori require supranational regulation
and, possibly, management. A closer dialogue between the Commission and regional
development institutions is another condition required for effective implementation of
the EAEU’s infrastructure agenda.

References

Abdullayev S., Kiseleva O., Adilova N., Bakyt G., Vakhitova L. (2016) Key Development Factors of the Transit and
Transport Potential of Kazakhstan. Transport Problems, vol. 11, no 2. Available at: http://transportproblems.
polsl.pl/pl/Archiwum/2016/zeszyt2/2016t11z2_02.pdf (accessed 21 November 2017).

Avelana (2017) Container Shipments by Russian Railways Up 19.3% in January-November 2017. Available
at: http://avelana.ru/obem-kontejnernyh-perevozok-po-seti-rzhd-v-yanvare-noyabre-2017-goda-uvelichilsy-
ana-19-3 / (accessed 21 November 2017) (in Russian).

Bordachev T.V., Likhacheva A.B., Xin Z. (2015) What Asia Wants. Russia in global Affairs, vol. 13, no 1,
pp. 82-95.

Dmitrikova T., Drobysheva I. (2017) Transit Keeps Rolling. Rossiiskaya Gazeta, 9 September. Available at: htt-
ps://rg.ru/2017/09/05/reg-dfo/proekty-razvitiia-mtk-v-primore-poluchili-prakticheskie-ochertaniia.html (ac-
cessed 15 November 2017) (in Russian).

EOAMedia (2017) More than 360 million rubles invested in reconstruction of Section of Birobidzhan — Ungun —
Leninskoye Road. Available at: http://eaomedia.ru/news/617619/ (accessed 12 November 2017) (in Russian).

Hong Y. (2017) Motivation Behind China’s “One Belt, One Road” Initiatives and Establishment of the Asian
Infrastructure Investment Bank. Journal of Contemporary China, vol. 26, no 105.

JSC “High-Speed Rail Lines” (2015) Russia and China to invest over RUB 1 tn in Moscow — Kazan HSR.
Available at: http://www.eng.hsrail.ru/press-center/publications/112.html (accessed 2 October 2017).

108



THE EURASIAN COOPERATION AGENDA

Karaganov S.A. (ed.) (2015) Towards the Great Ocean — 3: Creating Central Eurasia. Valdai Discussion Club
Analytical Report, June. Available at: http://valdaiclub.com/files/17658/ (accessed 10 September 2017).

KIEP (2013) The Eurasia Initiative and Economic Cooperation in Northeast Asia Available at: http://www.
kiep.go.kr/cmm/fms/FileDown.do;jsessionid=poxUArDjPaNIcj1dPvB1XE4WwcwvvpOal4Nw3KH 1ax4Xv
UfZg7zFi2ZTuTVn6ISE.KIEPWEB_NEW _servlet_engine4?atchFile[d=FILE_000000000005901&fileSn=1
&bbsld=seminarReports (accessed 10 September 2017).

KPMG (2009) Infrastructure in China: Foundation for Growth. Available at: https://www.kpmg.de/docs/In-
frastructure_in_China.pdf (accessed 6 October 2017).

Kimura F., Kudo T., Umezaki S. (2010) ASEAN-India Connectivity: A Regional Framework and Key Infra-
structure Projects. ASEAN India Connectivity: The Comprehensive Asia Development Plan, Phase 11, ERIA
Research Project Report no 7.

Lee J.-Y. (2017) The New Northern Policy and Korean-Russian Cooperation. Valdai Discussion Club, Valdai
Papers no 76.

Lewis M.K. (2013) The TPP and the RCEP (ASEAN+ 6) as Potential Paths Toward Deeper Asian Economic
Integration. Asian Journal of WTO & International Health Law and Policy, vol. 8, no 2, pp. 359—378.

Luzyanin S.G., Kortunov A.V., Karneyev A.N., Portyakov V.Ya., Kashin V.B., Matveyev V.A., Huasheng Z.,
Yujun ., Shi Z., Guangcheng X., Liu H. (2015) Russian-Chinese Dialogue: The 2015 Model. Russian Inter-
national Affairs Council. Moscow: Spetskniga.

Makarov I.A. (2017) Transformation of the Economic Model in Asia-Pacific Region: Implications for Rus-
sia’s Far East and Siberia. The Political Economy of Pacific Russia: Regional Developments in East Asia / Huang,
A. Korolev (eds). Palgrave Macmillan, pp. 76—101.

Makarov I.A. (2017) Russian-Chinese Cooperation in Agriculture. ECO, no 5, pp. 23—42 (in Russian).

Makarov I.A., Sokolova A.K. (2016) Integration of the Eurasian Union and the Silk Road Economic Belt: Op-
portunities for Russia. International Organizations Research Journal, vol. 11, no 2, pp. 29—42.

Ministry of Foreign Affairs of the Republic of Korea (MOFAORK) (2013) The Eurasia initiative. Available at:
http://www.mofa.go.kr/ENG/image/common/title/res/0707_eurasia_bro.pdf (accessed 10.09.2017).

Ministry of Natural Resources and Environment of the Russian Federation (2014) Fifth National Report “Con-
servation of Biodiversity in the Russian Federation.” Available at: https://wwf.ru/resources/publications/ book-
lets/conservation-of-biodiversity-in-the-russian-federation/ (accessed 20 September 2017).

Nee O. (2015) Airline Hubs to Be Created in Almaty and Astana. Capital Business Portal, 22 July. Available
at: https://kapital.kz/gosudarstvo/42190/v-almaty-i-astane-sozdadut-aviacionnye-haby.html (accessed 9 Oc-
tober 2017) (in Russian).

Orban A. (2017) Liege Airport Confirms its Leadership as Number One Cargo Airport in Belgium. Aviation24.
be, 9 January. Available at: http://www.aviation24.be/airports/liege/liege-airport-confirms-leadership-cargo-
airport-belgium/ (accessed 15 October 2017).

Silk Road Economic Belt Project. Prospects for CIS (Executive Summary). Commonwealth of Independ-
ent States. Executive Committee, 2016. Available at: http://www.e-cis.info/foto/pages/25810.docx (accessed
10 September 2017).

Skriba A.S. (2016) The Eurasian Economic Union and the Silk Road Economic Belt: Players, Interests and
Implementation Challenges. Infernational Organizations Research Journal, vol. 11, no 3, pp. 67—81.

TASS (2016) EDB: PPP Projects to Be Most Promising for Financing, 5 August. Available at: http://tass.ru/
transport/3511254 (accessed 18 September 2017) (in Russian).

The Port Authority of NY & NJ (2016) Airport Traffic Report. Available at: https://www.panynj.gov/airports/
pdf-traffic/ATR2016.pdf (accessed 1 October 2017).

Vasilyeva E., Nazipova E. (2017) Ministry for the Development of the Russian Far East Plans to Reduce Cargo
Transit Time on the ITC in Primorsky Krai. Ministry for the Development of the Russian Far East. Available
at: https://minvr.ru/press-center/news/5015/ (accessed 8 November 2017) (in Russian).

Wang Y. (2016) Offensive for Defensive: The Belt and Road Initiative and China’s New Grand Strategy. Pacific
Review, vol. 29, no 3, pp. 455—463.

Weather and Climate (2017) Average Annual Rainfall. Available at: http://www.pogodaiklimat.ru/ (accessed
12 October 2017) (in Russian).

Zuyenko 1. (2017) Will Chinese Investments Come to Russian Far Eastern Ports? Carnegie Moscow Center,
29 June. Available at: http://carnegie.ru/commentary/71383 (accessed 24 September 2017) (in Russian).

109



Co3spaHune obLen nHppacTpykTypbl EBpasmn:
noeecTka Ans EBpa3minckoro 3KOHOMMYECKOro co3a’

A.B. JinxayeBa, N.A. Makapos, A.C. lNectny

JluxayeBa Anactacusi BopucoBHa — K.MOJIMT.H., cTapiivii pernonaBareib HallmoHaIbHOTO MCCIen0BaTeIbCKOTO
yHuUBepcuTeTa «Bpicias mkosina skoHoMukn»; Poccuiickas Menepanus, 101000, Mocksa, yiu. Msicaunkas, 1. 20;
E-mail: alikhacheva@hse.ru

MakapoB Urops AnekceeBnd — K.3.H., TOLEHT HallMoOHAJIBHOTO MCCIIENOBATEILCKOTO YHUBEpCcUTeTa «Bhiciast
11IKOJIa 9KOHOMUKM»; Poccuiickas Peneparust, 101000, Mocksa, yi. MscHuiikas, 1. 20; E-mail: imakarov@hse.ru

IMectuu Anekcannp Cepreesmy — wHxkeHep JlabopaTopun permOHAIIBHOTO aHAIM3a U TIOJIUTUYECKOM reorpachum
reorpacduueckoro dakyasreta MI'Y; Poccuiickas ®enepauust, 119991, Mocksa, yi. JleHuHckue ropsl, a. 1;
E-mail: apestich@hse.ru

Cmamusa noceéaweHa anaruzy menoeHyUil pazeumus MmpaHcnopmuou ungpacmpykmypel Eepasuu 6 konmexcme 3K0HO-
MUYECcKoll U NoAUmu4eckoll unmezpayuu cmpan konmurenma. Ilocae enobanvhoeo gunarncosoeo kpusuca 2008—2009 ee.
sedyuyue cocydapemea Azuamcko-Tuxookeanckoeo peeuona (ATP) evicmynunu ¢ npeonoxceHusmu 0 KpynHoMacumaoHbix
UHGPACMPYKMYpHbIX NPOeKmax Ha eepasutickom npocmparcmee. Poccus kpaiine 3aunmepecosana ¢ unmeepayuu 6 smu
UHULUAMUBYL, 0OHAKO CIAAKUBAEMCS ¢ PA0OM crodcHocmel. Hekomopuie u3 HUX c833aHbI ¢ 0COOEHHOCMAMU Pecyauposa-
HUS MPAHCROPMHbBIX 80NPOCOB 6 pamkax Eepasuiickoeo 5KOHOMUUECK020 coto3a.

B cmamve anaauzupyemca mekywuii duanoe é odaacmu pazeumus ungpacmpykmypul ¢ eocyoapcmeamu ATP,
6 MOM yucae 8 pAMKax unuyuamuent conpsaxcerus Eepasuiickoeo akoHomuueckoeo corosa u DxoHomuueckoeo nosica Ilen-
K06020 nymu. Paccmompenst 0CHO8HbIe UHGPACMPYKMYPHbIe UHUUUAMUBLL HA e8DA3ULICKOM NPOCMPAHCmEe, Npeocmag-
Asouue NOMeHYUANbHbLI UHmepec 045 OPMUPOBAHUSA KOMNAEKCHOU uH@pacmpykmypHoli nosecmku EADC, a makace
onpedenenbl OCHOBHbIE 8bI308bl U 803MOJCHOCMU 0451 Poccuu, éo3nukaioujue 6 pamkax e3aumooeiicmeus EAIC u cmpan
ATP 6 obaacmu ungpacmpykmypeol.

Aemopui npuxodam k 61600y, umo 045 unmeepayuu Poccuu é espasuiickue mpancnopmuo-aoeucmuyeckue UHUYU -
amuensl Heo0X00UMa y6s3Kka MpaHCnoOPMHOLL HOBECMKU C 60NPOCAMU Pe2YAUPOBAHUS MOP206AU U uHeecmuyuil. is a3moeo
mpebyemcs mecHoe 3aumodeticmeaue ¢ Espa3zuiickoil s3KoHoMmu1ecKkoll Komuccuell, a 8 nepcneKmuse — U 806ce nepeoaia
KoMNnemeHyuil, céA3aHHbIX ¢ paseumuem ungpacmpykmyproii nogecmxu EADC, na Haonayuonanvrblil yposeHs.
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