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Lessons from the TSR Corridor for
Developing the NEW Corridor Between
Chinald Europe O NE America

Hisako Tsuji
Senior Researcher,Research Division, ERINA

I ntroduction

The Trans-Siberian Railway (TSR) corridor, which is
a multi-modal transportation corridor connecting Northeast
Asia and Russia/ Finland / Central Asia using the Trans-
Siberian Railway (TSR), handles nearly 90,000 TEU of
containers each year. The proposed Northern East-West
(NEW) corridor, between China ~ Europe ~ NE America
has a lot of similarities with the existing TSR corridor, in
terms of its inter-modality. We have studied the TSR
corridor and learned the following lessons.

1. Current status of the TSR corridor
At present, four types of international route utilizing
the TSR arein use.

1) European Transit: This connects East Asian
countries, such as the ROK, China and Japan, with Finland
by means of rail and sea transportation. Westbound cargo
from East Asian countries, such as electrical appliances, is
temporarily stocked in Finnish bonded warehouses and is
mostly exported to Russia, including Siberia and the
Russian Far East. It would be more appropriate to call this
Finland Transit (to Russiad), as the final destination of this
route is Russia. This route is not used for other destinations
within Europe.

A large quantity of containers was shipped from Japan
to European countries using the TSR in the 1980s (110,000
TEU in 1981). However, European transit came to an end
due to a lack of cost competitiveness over the previous
severa years in comparison with the Deep Sea route, which
connects East Asia and Europe via the Suez Canal, by
means of sea transportation alone. In 2001, about 3.7
million TEU of containers were shipped from Asia to
Europe, and 2.7 million TEU from Europe to Asia, using
the Deep Searoute.

2) Afghanistan Transit: This connects Japan/the ROK
and Afghanistan by sea and rail using the TSR and the
railway systems of Central Asian countries. The main



competitor with this route is the Iran route, which has been
actively used since 2000, when the route was opened, as it
is cheaper than the TSR route. The Iran route involves
shipping cargo by sea to Bandar Abbas, then overland to
the western part of Afghanistan.

3) Central Asian Bilateral: This connects Japan / the
ROK and Kazakhstan / Uzbekistan by sea and rail using the
TSR and the Central Asian railway. The alternative route to
Central Asia via Chinais called the TCR (Trans-China
Railway), which connects the Chinese port of Lianyungang
with Kazakhstan by means of the Chinese railway. Both
corridors are equally competitive for Korean cargo.
However, the TCR route is widely used for cargo from
Japan since there are three journeys a week to Chinese
ports, compared with two a month on the TSR.

4) Russian Bilateral: This connects Japan / the ROK /
China and Russian domestic destinations, transporting
export / import cargo. Strangely, the alternative route to this
bilateral route, especially to Moscow, is the
abovementioned Finland transit, on which route export
goods from East Asian countries are temporarily stored in
bonded warehouses located at ports near the Russian
border, and are shipped out when orders from Moscow are
received and payment is confirmed. One of the reasons for
choosing the Finland route is that import tariffs for goods
imported via Finland are reportedly lower than for goods
arriving via Far Eastern ports. The existence of user-
friendly bonded warehouses in Finland is another reason. A
further advantage is that the railway fare for transit cargo is
set much lower than that for bilateral cargo. Some cargo
from East Asiais shipped to Finland via the Deep Sea route
and is stored in the Finnish bonded warehouses.

According to data provided by VICS (Vostochny
International Container Services), Vostochny Port handled
72,701 TEU in 2000, and 89,917 TEU in 2001, a 24%
increase. Looking at the type of cargo, 54% was transit,
26% was Russian bilateral, 8% was bound for Central Asia
and 11% was empty containers. In 2001, cargo from the
ROK accounted for the largest share (77%), followed by
Chinese cargo from Shanghai (12%), both outstripping
Japan (11%). Chinese cargo has reportedly been increasing
further in 2002.

2. Competitive issues relating to the TSR and the
NEW corridor

I will discuss some factors hindering business on the
TSR route. These issues may also be experienced in the
NEW multi-modal corridor, connecting China ~ Europe ~
NE America

1) Cost competition

Currently, TSR transit connecting East Asia and
Europe lacks cost competitiveness versus the Deep Sea
route mostly due to the introduction of huge container
ships. In general, marine transportation has cost advantages
over land transportation in shipments from coast to coast,
although land transportation has advantages in terms of
speed, having a monopoalistic advantage in shipments from
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inland areas to the coast. Therefore, the proposed corridor,
linking inland China and the coast of Europe, followed by a
marine shipment to NE America, has a high possibility of
success. The NEW corridor must select a route which
minimizes the overland component, while maximizing the
marine component, in order to minimize the through rate.

2) Discontinuous points

The largest problem in multi-modal transportation
corridors is discontinuous points, such as transshipment
from rail to sea, transshipment between different gauges of
railway, and stops for customs clearance. The greater the
number of discontinuous points, the lower the efficiency of
multi-modal transportation. A route has to be selected that
will minimize these discontinuous points, such as borders.
It is also important to simplify checks at borders and ensure
smooth connections between rail and sea freight
components. For instance, when a ship arrives, the
connecting train must be ready for departure. The use of
electric devices in customs clearance should be promoted in
order to speed up checks at ports.

3) Number of players

One of the problems faced by the TSR is that there
are too many players associated with the transport of a
single container. Shipping companies, customs, the Russian
railway and European railways, not to mention forwarders,
are all involved in a shipment. Importantly, each requires a
fee for handling the container. In order to reduce the
through rate, it is desirable to reduce the number of players.
In that sense, | recommend selecting a route that passes
through the minimum number of countries. Transshipping
from the Russian railway to a Russian port could cut costs,
if feasible.

4) Container supply and management

One of the weaknesses of the TSR route is that no
operator - neither railway companies nor shipping
companies - provides empty containers for transit
shipments in many cases. In the ROK, forwarders supply
their own containers, while in Japan consignors |lease
containers. Leasing containers adds to the through rate. On
the other hand, shipping companies provide their own
containers on the Deep Sea route. Someone has to provide
empty containers in the new corridor. Ideally, shipping
companies will provide containers, as is the case in multi-
modal transportation between East Asia and North America
viaUS west coast ports.

Management of empty containers is crucial when the
direction of shipments tends to be one-way. In the TSR
corridor, 90% of Chinese cargo and 70% of Korean cargo
are westbound. This means that someone has to transport
empty containers from west to east, or find new eastbound
cargo.

5) Confidence and image

It isimportant to establish areliable image. One of the
reasons that Japanese consignors do not use the TSR route
is its poor image. The TSR suffered security problems and
unstable operating times due to weakened management
functions following the dissolution of the Soviet Union.
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However, these operational problems have been solved as
the political and economic situation has improved in
Russia. Nevertheless, many Japanese consignors still
perceive the TSR to be unreliable.

6) Tracing service

Consignors are keen to know where their containers are
located during the shipment period. A tracing service is
available on the Deep Sea route. It is also now available in
the TSR corridor. However, the service has not been
established in the TCR corridor, something that is considered
to be one of the weaknesses of the TCR. It will be necessary
to provide atracing servicein the NEW corridor.

It is extremely important to find cargo that can use
these routes. According to the proposal, the NEW corridor
will be geographically competitive between Urumgi and
Boston. If thisis truly the case, cargo that could be shipped
between Urumgi and Boston must be identified.

Another idea was proposed for an East-West corridor,
but it proved impossible to find cargo to use it. The idea
was to develop a Seattle ~ Vladivostok ~ Harbin
(Heilongjiang) corridor, using marine and land
transportation. The idea was proposed in the 1990s by
interested parties in Seattle, who had observed the large
volume of import cargo from Chine and export cargo to the
Russian Far East. They thought that China and the Russian
Far East could be one market, and that the efficient use of
containers might be possible if the E-W corridor were used.
However, Chinese cargo to North America was coming
from the southeast coastal area of China, rather than
Heilongjiang. They found later that no Chinese cargo would
have used the planned E-W corridor. This indicates that the
existence of actual cargo is crucial in developing a new
corridor.

Findly, it is time to plan a trial shipment through the
NEW corridor, involving shipping companies and
forwarders. Problems will be identified through the trial
shipments, and the NEW corridor will become a more
realistic and competitive prospect after these. If there is no
cargo using it, people will forget about the NEW corridor.

(Prepared for the International Workshop on
Development of Container Transport Between China ~
Europe ~ NE America: Beijing, 9-10 December 2002)





