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Introduction

n June 2022, Iran’s state-run Islamic Republic of Iran Shipping Lines (IRISL) announced its first

pilot shipment of Russian goods to India via a route originating in St. Petersburg, crossing the

Caspian Sea, passing through Russian and Iranian ports, and terminating at Nhava Sheva, one
of the largest container ports in India.!

Via this corridor, the IRISL, sanctioned by the U.S. State Department in 2019 for transporting
proliferation-sensitive cargo tied to Iran’s ballistic missile and military programs, reportedly
delivered two 40-foot containers of wood laminate sheets in about 25 days and said future
shipments would soon follow.? While Western media described the route as a “new trade corridor,
regional outlets quickly clarified that it was part of the International North-South Transport
Corridor (INSTC)—an ambitious, Russia-promoted 7,200 km (4,474-mile) road-rail-naval trade route

2

currently under development that, if completed, would link Russia to the Persian Gulf and India
through the South Caucasus and Central Asia.?

Although initiated in 2000 by Russia, Iran, and India, the INSTC has garnered increased interest and
support from the Kremlin following Russia’s full-scale invasion of Ukraine in 2022 and concomitant
Western sanctions targeting its supply chains. These events have accelerated Russia’s broader push
to reshape international trade and economic relations, an effort centered on limiting the West’s role
in defining and leading such relations. According to a leaked Russian government report, Moscow
aims to create a “macroregion” connecting Russia to Global South countries through trading,
financial, and transportation ties, and through a shared “world view . . . where . . . [Russia] write[s]
rules for the new world . . . [and has its] own sanctions policy.” The Kremlin views the formation
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of such a bloc as an important long-term objective that will outlast the war in Ukraine, put Russia at
the center of a Eurasian trade network, and rival Western spheres of economic influence.

If fully developed and operationalized, the INSTC could become the connective tissue of this
macroregion, linking the countries of Eurasia, the Middle East, and the Indo-Pacific and creating
more sanctions-resilient trade networks. Yet, given the substantial investments required to fully
operationalize the corridor, as well as long-standing (and currently exacerbated) geopolitical
uncertainties surrounding the region as a whole, multiple questions regarding the INSTC’s

viability remain unresolved. One of the more pressing questions is the impact of “Operation Epic
Fury”-U.S.-Israeli strikes on Iran, ongoing since late February 2026.° The conflict, which has
brought significant damage to Iranian government buildings and military infrastructure, has also
disrupted the flow of goods via the corridor and delayed planned and ongoing infrastructure
projects on Iranian territory. However, if the current conflict does not result in fundamental regime
change, the strategic interests of the Russian and the Iranian governments in developing alternative
trade routes that bypass the West are likely to remain largely unaltered.

This report—one of the first in-depth examinations of the corridor within Western, English-language
policy circles—assesses the geoeconomic and geopolitical opportunities the INSTC offers to Russia
and other participating or interested states. The study identifies a clear Russian and Iranian
commitment to creating a trade route that could bypass Western sanctions. It also evaluates the
corridor’s potential to reshape the U.S.-dominated global trade system in the coming decades.

The study identifies a clear Russian and Iranian commitment to
creating a trade route that could bypass Western sanctions.

The study relies on qualitative research methods, including an extensive review of regional
scholarship, policy analyses, news reporting, and official statements from governments of the
participating countries, coupled with one-on-one interviews and a policy workshop with regional
experts. The writing was also informed and enriched by approaches such as web scraping and
original satellite imagery analysis. Additionally, original English-language maps were created to
better visualize the INSTC’s different branches and its proximity to other international trade routes.

The report is organized into three main chapters. The first chapter offers an overview of the INSTC
as a trade and connectivity project; the second evaluates infrastructure and logistical challenges
and recent developments along the corridor’s main branches, drawing on satellite imagery; and
the third analyzes the corridor’s position relative to Western- and Chinese-dominated trade routes,
including the Suez Canal, the Middle Corridor, and China’s Belt and Road Initiative (BRI). The
conclusion assesses the INSTC’s overall feasibility and the potential risks it could pose to Western
interests if fully operationalized.
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Background

Project Initiation and Post-2022 Developments

t the Second International Eurasian Conference on Transport held in St. Petersburg on

September 12, 2000, India, Iran, and Russia signed an agreement to build the INSTC.

Ratified in 2001, the agreement came into force in 2002. By 2006, other countries had
also joined, including Kazakhstan and Tajikistan in Central Asia, Azerbaijan and Armenia in the
South Caucasus, Belarus and Bulgaria in Eastern Europe, and Syria and Oman in the Middle
East. In 2023, Turkmenistan joined the INSTC and, in 2025, Uzbekistan applied for membership.
However, as this report shows, not every country from this list has been actively involved in the
INSTC’s development. The INSTC Coordination Council, which was established to oversee the
implementation of the agreement, held seven meetings between 2002 and 2021, as well as a
number of expert-level sessions.’

Support for the INSTC has been driven by its expected efficiency gains.! According to the Federation
of Freight Forwarders Association in India, once fully operational, the corridor is estimated to be
about 30 percent cheaper and 40 percent shorter than the traditionally used Suez Canal route,
which connects Russia to India via Europe and carries roughly 12-15 percent of global trade.?
Regional sources have similarly argued that, while shipments from Russia to India via the Suez
Canal typically take 30-45 days (and, in some cases, even up to 60 days), the INSTC could reduce
transit times to 15-30 days.’ It is also expected that the shipping costs will be lower along the fully

I When analyzing the INSTC’s overall efficiency, it is worth noting that much of the available data on the
corridor relies on official and state-affiliated sources, which may reflect the corridor’s planned rather
than realized capacity.
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developed corridor, with one source estimating that the transportation of a 20-foot dry container
via the INSTC could cost around $1,300, compared to $2,100-2,800 via the Suez Canal route.”°

Projections of the corridor’s future cargo capacity suggest that the fully developed INSTC could
handle roughly 30 million tons of total annual cargo— by some estimates, equating to over 75
percent of the total combined container freight for Eurasian, South Asian, and Gulf nations."
Some Russian sources go so far as to claim that, with targeted investments of up to $18 billion, the
corridor’s cargo-carrying capacity could be expanded to 80-100 million tons annually.”

Among the energy-related products that Russia could transport in significant amounts through

the INSTC are petrochemicals and fertilizers.” For instance, India’s reliance on Russian fertilizers
increased sharply after 2022, rising more than threefold from 2021 to $1.7 billion in 2024, with
further growth evident in late 2025." Given that Russia’s non-energy exports to countries across
the Middle East and Indo-Pacific, including Iran and India, consist largely of agricultural and
industrial goods, while its imports are dominated by foodstuffs and a wide range of chemical and
manufactured products, all of these categories could move via the INSTC as the corridor develops.'®

However, it is worth noting that, at present, the corridor’s function as a vehicle for exports from
Russia might be more developed than its role enabling imports into Russia. For instance, Russian
imports from India—comprising pharmaceuticals, machinery, and chemicals—reach roughly $5
billion annually, while the country’s imports from Iranian and Gulf markets, which traditionally
have gone through Iran, also remain in the low single-digit billions.' This imbalance might change
as Russia develops alternative sanctions-resilient supply channels. If the INSTC’s import-export
functions become fully developed, it could facilitate both Russia and Iran dodging Western
sanctions, as well as generate billions in annual revenue for participant countries.” Iranian sources,
for example, claim that the country could earn up to $20 billion in transit profits alone. Indian and
Central Asian analysts likewise estimate that India’s export potential to Eurasian states could reach
$170-$180 billion “if India and the Eurasian Economic Union sign a free trade agreement . . . while
the INSTC also becomes fully functional.”*®

In addition to its potential economic benefits, the INSTC holds strategic significance for its
participants. Since the mid-2010s, Russian strategic planning documents have stressed the
importance of reducing reliance on Western markets and, relatedly, on increasing economic ties
with non-Western states through 2030 and beyond.” These official documents emphasize the need
to capitalize on “the unique geographical position and transit capacity of Russia to advance the
national economy and strengthen the transport and infrastructure connectivity in Eurasia.”?° This
framing considers transport and trade route development as instrumental to national security and
sovereignty, linking both strategies to Russia-led Eurasian Economic Union (EAEU) coordination.?
It also reflects what Russian grand strategy scholar Andrew Monaghan describes as “a deeply
embedded, long-term strategic worldview, rather than a short-term tactical adjustment.”? The
INSTC fits neatly into this strategy with President Putin arguing that, once complete, the corridor
will “significantly diversify global traffic flows,” transforming Iran into a key hub for Russian exports
to the Middle East and the Indo-Pacific.
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The government in Iran appears to share Russia’s strategic vision. Having been bogged down by
Western sanctions for decades, Tehran has viewed the INSTC as a means to diversify its export
markets and to establish alternative payment systems through bilateral agreements with the other
corridor participants.? In 2023, during a special meeting on the INSTC at the 26th St. Petersburg
International Economic Forum, Iran’s minister of roads and urban development introduced the
“Iran-Rah” initiative, aimed at positioning the country as a strategic transit hub linking east-west
and north-south trade routes by developing its road-rail-naval infrastructure and strengthening its
transportation fleet.?® Given the current conflict, the viability of the “Iran-Rah” initiative remains
uncertain. But the continuation of a similar policy under the new leadership, if the latter remains
dominated by the Islamic Revolutionary Guard Corps (IRGC), is highly likely.

India has long viewed the INSTC as a viable alternative to the Suez Canal transit route, which
remains vulnerable to disruptions from attacks and blockages.? Moreover, the country has been
seeking to strengthen trade relations with Central Asian states while offering a counterbalance to
China-funded infrastructure projects in the region.?” Some local experts believe that the INSTC
could help New Delhi achieve its goal of reaching $2 trillion in exports by 2030, by expanding its
trade ties with the INSTC member states.?® In December 2025, following the Putin-Modi summit, the
two leaders issued a joint statement pledging to expand the use of the INSTC to reduce costs and
transit times.? Currently, New Delhi is carefully tracking the developments around Iran and has
temporarily distanced itself from corridor-related initiatives. But, considering its longer-term trade
and geopolitical ambitions related to the Arabian Sea and the wider Indian Ocean, it is unlikely that
New Delhi will fully give up on the project.

Other Eurasian states that have been actively involved in the development of the corridor, such as
Azerbaijan and Kazakhstan, likewise appreciate a potential opportunity to boost their roles as transit
hubs between Russia, Iran, and India and to expand their footprints in Eurasian transport and logistics.*°
Similar to India, they seem to be in a waiting phase while the current conflict in Iran is unfolding.*

Notable Post-2022 Developments

Prior to 2022, Moscow had framed the corridor as a means of connecting the Baltic and northern
European states with India, China, and Southeast Asia via the Caspian Sea, the Persian Gulf, and
the Arabian Sea, with Russia serving as a transit route.*? But progress stalled due to a combination
of strategic caution and persistent practical obstacles. UN and U.S. sanctions on Iran constrained
serious financing and investment, while Russia, still deeply embedded in Western financial systems
throughout the 2000s and 2010s, had limited incentives to commit major resources to a corridor
dependent on a pariah partner.* Ongoing logistical and financial constraints (many of which persist
and are discussed below) further slowed development.

As ties with the West collapsed, the INSTC gained strategic

urgency within Russia’s pivot toward Asia and the Global South,
thereby bringing the country into closer alignment with Iran.
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The 2022 invasion of Ukraine and the resultant sweeping Western sanctions leveled against Moscow
fundamentally reshaped the Kremlin’s approach to the corridor. As ties with the West collapsed,
the INSTC gained strategic urgency within Russia’s pivot toward Asia and the Global South, thereby
bringing the country into closer alignment with Iran. Russian Prime Minister Mikhail Mishustin

has played a key role in implementing a strategy focused on transport infrastructure development,
prioritizing the INSTC within Russia’s 2025-2030 development agenda, overseeing the launch of
related projects at home, and promoting measures for expanding foreign trade logistics.** Mishustin
has also been actively involved in the Rasht-Astara railway project—the crucial missing link in the
INSTC (see Chapter II).%

As CSIS’s own estimates suggest, between 2022 and 2025, official meetings among the
INSTC-participating countries increased markedly, alongside growing attention to the INSTC from
Russian state-linked analytical centers. For example, Russia’s influential Valdai Discussion Club and
the Eurasian Development Bank produced a total of seven analytical reports throughout this period,
examining the corridor’s investment needs and development prospects. The two graphs found in
Figure 1 display the frequency of INSTC mentions across the TASS.ru and Kremlin.ru websites—two
major official Russian platforms—reflecting this trend. Covering the period from January 1, 2019, to
January 19, 2026, both images reveal a pronounced increase in INSTC references after 2022."

II While the TASS dataset is complete and covers the full universe of 1,447,733 articles published on TASS.
ru, the Kremlin.ru dataset is partial, consisting of 7,209 accessible articles, approximately 54 percent of
all articles published during this period. The remaining articles could not be accessed due to Kremlin.ru
aggressive geo-blocking practices. Accordingly, the Kremlin.ru data represents a nonrandom, access-
constrained collection rather than a representative sample, and comparisons across both sources
should be interpreted cautiously. Mentions of the INSTC were identified using a predefined set of
Russian-language keyword phrases, with the program allowing for minor, non-substantive variations
in spelling and formatting (e.g., spacing around hyphens). In addition, the algorithm detected and
incorporated several alternative phrasings that appear to function as valid references to the corridor.
Using this approach, the program identified a total of 966 mentions across 622 unique articles (610 on
TASS.ru and 12 on Kremlin.ru), with no detected duplication between the two sources. All articles were
systematically labeled by topic using the TASS.ru taxonomy, with Kremlin.ru themes mapped onto the
same unified set of topic labels. To ensure data integrity, a random 10 percent sample of the articles was
manually validated. Each selected entry was checked for URL validity, accuracy of title and publication
date, verbatim consistency between the webpage and the extracted text snippets, and alignment
between the assigned topic labels and article content. All sampled articles met these criteria.
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Figure 1la: INSTC Mentions in TASS.ru, 2019-2026
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Source: CSIS estimates, based on the web-scraping of the TASS.ru website.

Figure 1b: INSTC Mentions in Kremlin.ru, 2019-2026
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Source: CSIS estimates, based on the web-scraping of the Kremlin.ru website.

Maria Snegovaya, Tina Dolbaia, and Nicholas Fenton | 7



In 2022, a Eurasian Development Bank assessment estimated a cumulative $38.2 billion in total
INSTC infrastructure projects “executed or scheduled” across participating countries, with the
improvement of the corridor’s transport infrastructure in Russia and Iran requiring the largest
share (approximately 35 percent and 34 percent of the investment capital, respectively).*¢ In the
post-2022 period, Russia and Iran accelerated implementation of the project. Russia, in particular,
has committed $6 billion to build 1,600 civilian ships and associated marine equipment by
2036—with priority given to ships intended for the INSTC—and another $1.6 billion loan for the
development of the Rasht-Astara railway segment in Iran.*” Other developments in Russia-Iran
bilateral ties, including the December 2023 EAEU-Iran free trade agreement aimed at eliminating
customs duties on nearly 90 percent of goods, further strengthened Russia and Iran’s focus on
expanding mutual trade.?®

Traffic along the INSTC has also experienced an increase. According to Russian-source estimates,
total freight volume along the INSTC reached 14.5-19.0 million tons in 2022 and 19.0-22.6 million
tons in 2023, with sea and rail shipments rising by 55 percent and 13 percent, respectively.>® Existing
figures also point to a further rise in 2024 to roughly 26.9 million tons.*° By 2025, total freight
volume was estimated to reach around 29 million tons—a roughly 7 percent increase over 2024.%

Yet, while the INSTC’s geopolitical importance and traffic volumes have both grown, operationally,
the corridor continues to face a complex mix of logistical, infrastructure, and administrative
challenges and inefficiencies. Issues such as existing infrastructure deficiencies across road, rail,
and port networks; the absence of a unified logistics operator; inconsistent tariffs; uneven fees;
lengthy border procedures; and uncoordinated driver visa rules all constrain operations and
contribute to higher-than-intended transport costs along the corridor.*> By some estimates, only
about 0.2 percent of Russia’s foreign trade container shipments currently use the INSTC.** Western
sanctions on both Russia and Iran add on to these difficulties by restricting access to insurance,
financing, and payment systems such as SWIFT. As a result, much of the network relies on limited
bilateral and regional funding.

Finally, regional rivalries and geopolitical tensions further impact the project’s long-term prospects.
These pressures range from the ongoing conflict in Iran to India’s trade negotiations with the United
States and tensions with China, and competing agreements and transit routes being advanced
across the region—all of which will continue to shape the corridor’s development.

The Three INSTC Routes

The INSTC consists of three routes—through the South Caucasus (western route), the Caspian Sea
(transcaspian route), and Central Asia (eastern route)—which converge on the Iranian ports of
Bandar Abbas and Chabahar, from which cargo is shipped onward to India (see Figure 2).
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Figure 2: Representation of the INSTC’s Three Trade Routes

== Western route
« =« Caspian route
=== Eastern route

Astrakhan
Russia)

Olya

St. Petersburg RUssia

Russia

Kazakhstan

Makhachkala,
Russia Kuryk
Kazakhstan

Baku

Azerbaijan Ti.irklg.wnbasy
Turkmenistan

Amirabad
Iran

Nowshahr
Iran

Bandar

gan Chabahar

Iran

Mumbai
India

Source: CSIS.

THE WESTERN ROUTE

The western route connects Russia to India through Azerbaijan and Iran. It begins near the
Russo-Finnish border, then passes through Russian, Azerbaijani, and Iranian border points along
the western coast of the Caspian Sea before ultimately reaching the Iranian ports of Bandar Abbas
and Chabahar, from which goods are shipped to India. The western route is also used for road
freight transport by Belarus, connecting the eastern European country to Iran via Russia. This

route can also be linked to the Baku-Tbilisi-Kars latitudinal railway pathway—through Azerbaijan,
Georgia, and Turkey—thus further expanding regional trade and transit potential along the INSTC by
connecting it with the Middle Corridor (discussed in Chapter III).*

The total length of the western route is around 5,100 km (3,169 miles).*> According to different
Russian sources, this section of the INSTC corridor carries roughly 60-70 percent of all INSTC
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cargo traffic via both road and rail transport.*¢ Cargo traffic along the western route centers on oil
and oil products, grain, timber, fertilizers and chemicals, and ferrous metals.* Furthermore, the
western route appears to be the fastest option for cargo transportation from Russia to the ports of
India, likely encouraging the dominance of the route in cargo traffic overall.*® The Eurasian Rail
Alliance Index estimates delivery costs for containerized cargo from Russia to India at around €479
(approximately $562 at the time of writing) for a 21-28-day delivery window along the western route.
By contrast, costs for the Suez Canal route are estimated at €500-621 (approximately $586-728) for a
35-38-day delivery window.*

THE TRANSCASPIAN ROUTE

The Caspian Sea route is the shortest of the three routes, spanning roughly 4,900 km (3,045
miles).* It is a multimodal route combining river, sea, rail, and road transport and connecting

the Russian ports of Astrakhan, Olya, and Makhachkala with Iran’s northern (Anzali, Nowshahr,
and Amirabad) and southern (Bandar Abbas and Chabahar) maritime ports, from which cargo
continues onward to India and other destinations in the Indian Ocean.” Wood, mineral fertilizers,
and metals travel along this route, which has long served as a key passage for Russian grain exports
to Iran.”? Some analysts argue that, post-2022, Moscow and Tehran have also used the Caspian Sea
for military equipment transportation.> Because deliveries to Russia’s Caspian ports travel through
a multimodal network of river, rail, and road transport, there is significant variation in transit costs
and times. To give a single example, average delivery costs of containerized cargo from Russia to
India via the transcaspian route are estimated at €564 (roughly $661), and the delivery time ranges
between 34 and 40 days.>*

Unlike the western and eastern branches, which require infrastructure modernization and
investment efforts from multiple countries, the success of the transcaspian route largely depends on
two countries—Russia and Iran. This aspect of the transcaspian route has made this segment more
attractive to the Kremlin, particularly in light of how often past corridor projects had been delayed
due to multiparty coordination issues.% In February 2020, the Kremlin approved an action plan on
expanding the INSTC’s transport capacity, with upgrades to Caspian ports and related transport
infrastructure becoming a priority. Between 2023 and 2024, the government invested roughly 10
billion rubles (approximately $130 million) in these modernization efforts. In 2023, traffic along

the route rose by 17 percent when compared to 2022, while, in the first four months of 2024, the
number of vessels increased by 53 percent year-on-year to a total of 1,695.5 Overall, in 2024, trade
between Russia and Iran reportedly grew by 16 percent, to $4.8 billion, and primarily went through
the Caspian Sea route.”” By some estimates, the transcaspian route could account for roughly 16
percent of the entire INSTC’s total freight traffic, if its development continues at its current pace
through the 2030s.%

THE EASTERN ROUTE

The eastern route runs from southern Russia through western Kazakhstan and Turkmenistan along
the Caspian Sea, where it then crosses the Iranian border and connects to the Islamic Republic’s
pathways to the Persian Gulf. It is 6,100 km long (3,790 miles) and offers an alternative to transiting
the South Caucasus.* Structurally, the eastern route comprises rail, port, and road linkages, though
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railroads overwhelmingly make up the route’s physical backbone; railways are also the means by
which the participating countries plan to most dramatically scale up the route’s scheduled tonnage.
Delivery time of containerized cargo from Russia to India via the eastern route is estimated at 27-32
days, and delivery costs are estimated at around €500 (roughly $586).° This route faces several
unique logistical hurdles that impede efficient shipment, ranging from mountainous terrain limiting
rail transit to passenger trains being prioritized on shared lines and weight restrictions across
multiple border crossings between Russia and India.®

In July 2022, the first commercial shipment along the eastern route took place: Russian

railroad company UTLC ERA, together with RZD Logistics (a subsidiary of state-owned Russian
Railways), transported 39 twenty-foot containers of bitumen roofing sheets from Russia to

India via Kazakhstan, Turkmenistan, and Iran.®? This service has led to intensified competition
among railway operators, resulting in halving transportation costs to $32 per ton and increasing
transportation volume by a factor of 1.7 in 2024.5* More recently, in 2025, RZD Logistics sent a full
container train carrying 62 twenty-foot containers of oats from Chelyabinsk in the Russian Urals to
India’s Mundra port, completing the journey in 30 days. This expanded load reflected improved
operational efficiency and service scaling along the route.®* India has since used this pathway to
ship cargo from the Mundra port to Central Asia.

Overall, container traffic along the eastern branch of the INSTC via Kazakhstan and Turkmenistan
nearly doubled in 2025, aided by shipment discounts of 15-80 percent across Kazakhstan,
Turkmenistan, and Iran.%® The route’s share of total INSTC freight traffic is expected to reach about
24 percent by the 2030s.5¢

Maria Snegovaya, Tina Dolbaia, and Nicholas Fenton | 11



Key Logistical Nodes and
Challenges

espite the post-2022 increase in activity along the western, transcaspian, and eastern

routes, the three INSTC sections continue to face similar challenges, from uneven

infrastructure standards to limited investment opportunities, which constrain their
development. This chapter outlines the challenges facing rail, road, and port systems across the
INSTC’s three routes, as well as ongoing and planned efforts to address those hurdles.

Railways

The western route of the INSTC encompasses the railway infrastructures of Russia, Azerbaijan, and
Iran, while the eastern route’s rail network stretches from Russia to Kazakhstan and Turkmenistan
before reaching Iran. Railway networks along both routes encounter similar challenges, as
different track standards and cargo-carrying capacities result in constrained throughput capacity
and increased delivery times. To maximize the hauling efficiency across the routes’ railway
networks, ideally, they would be double-track, fully electrified rail lines. This remains far from the
current reality.

Along the western route, Russia’s railway network consists of both double-track and single-track
lines, which are either electrified or unelectrified and have a cargo-carrying capacity mostly ranging
from 10 to 60 million tons per year.” The Derbent-Samur railway section near the Russo-Azerbaijani
border has a lower yearly carrying capacity—8 million tons. According to Russian and Azerbaijani
sources, this section is currently being upgraded to a new alternating-current traction system,

and the construction of a railway checkpoint is planned for Derbent, with completion of this work
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scheduled for 2028.%8 Additionally, Russian Railways (RZD) plans to build the 13.7 billion ruble
(around $177.7 million) Samur-2 Railway Station near the Russo-Azerbaijani border by 2030—-a
timeline extended from the original 2027 completion target.

Overall, Russian authorities expect ongoing infrastructure projects to raise the western route’s
railway throughput capacity to about 15 million tons of cargo a year.® Whether these targets will be
achieved, however, remains uncertain. Recently, the RZD has faced growing economic pressure.
While the company remains profitable, with revenues rising in 2025 despite a 5.6 percent decline

in freight loading, this growth is primarily driven by higher tariffs, meaning the RZD is transporting
less cargo but earning comparable revenue.” In addition, underinvestment, lack of electrification of
around half of all railway lines, and other maintenance issues are expected to worsen in the coming
years, further impacting Russia’s ability to increase throughput capacity by 2030.”

Similar to Russia, Azerbaijan’s railway infrastructure along the western route is hardly uniform.

It features a 310 km (193-mile) double-track, electrified section—the Samur-Shirvan—which has

an annual carrying capacity of up to 30 million tons, and the 190 km (118-mile) single-track,
unelectrified Shirvan-Astara section, where the carrying capacity is limited to around 10 million
tons a year.” According to Azerbaijani officials, once Baku completes modernization of its
INSTC-relevant railway infrastructure, “the guaranteed annual volume of cargo” transported
through the Azerbaijani section of the INSTC will reach “at least 5 million tons” from January 2028,
with the volume expected to increase to “at least 15 million tons” in the following years.”

Along the eastern route, Russia’s rail network system also lacks harmonization. While its 822 km
(511-mile) Saratov-Trubnaya-Verkhniy Baskunchak-Aksarayskaya section features double-track

rail lines with a yearly carrying capacity of 27 million tons, the section is not fully electrified.™
Cargo-carrying capacity declines in Kazakhstan and Turkmenistan. Kazakhstan’s railway system
within the INSTC’s eastern route features single-track, unelectrified lines with a carrying capacity
of 11 million tons per year. Similarly, Turkmenistan’s railway sections along the eastern route

are single-track, unelectrified routes with an annual carrying capacity of 10-11 million tons.”™
Additionally, passenger trains share the same tracks and receive priority, which slows freight
delivery times.™

Key infrastructure and logistical challenges for both the western and eastern routes’ railway
networks are concentrated in Iran, which has largely single-track, unelectrified rail lines with
annual cargo-carrying capacities between 6 and 10 million tons. The western route relies on
roughly 1,650 km (1,025 miles) of Iranian railway from Rasht to Bandar Abbas with an annual
capacity of about 10 million tons.” In 2005, Russia, Azerbaijan, and Iran agreed to build a line
from the Azerbaijani-Iranian border at Astara to Rasht and Qazvin. While the 175 km (109-mile)
Rasht-Qazvin section was built in 2019, the Rasht-Astara segment remains incomplete (see Figure
2). This unfinished section hampers transport and forces cargo to be unloaded at Astara, moved by
truck to Rasht, and then reloaded onto trains.”® Completing this link would establish a continuous
rail connection along the western route from Astara to Bandar Abbas. On the eastern route, Iran’s
rail network connects to Turkmenistan at two border crossings—Inche-Burun and Sarakhs—both
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of which then link onward to the port of Bandar Abbas. Although this network sometimes faces
limited capacity, it is not constrained by a missing rail segment.

Another key unresolved issue between Iran and the INSTC’s post-Soviet participants is railway

gauge incompatibility. While Russia, Azerbaijan, Kazakhstan, and Turkmenistan use the 1,520

mm Soviet standard gauge, Iran operates on the 1,435 mm European standard gauge.”™ As a result,
container transshipment at the Azerbaijani-Iranian border in Astara will still be necessary, even if the
Rasht-Astara railway section is completed (though the transfer process will likely be faster once the
line is operational).®® As of November 2024, Russia, Azerbaijan, and Iran have been negotiating the
construction of a railway built to the Russian/Soviet standard gauge, stretching from the Iranian city of
Parsabad, near the Azerbaijani border, to the port of Bandar Abbas. The proposed Parsabad-Bandar
Abbas rail line would be built in addition to the Rasht-Astara railway project.® Implementing this
plan would require massive investment in Iran’s railway infrastructure, which is a daunting task
given the region’s present geopolitical and economic circumstances. Similarly, to address the gauge
incompatibility, in August 2025, Turkmenistan and Iran agreed to construct two new railway lines

at the Sarakhs border crossing: one using Iran’s standard European gauge and the other using
Turkmenistan’s standard Soviet gauge.®? Again, even though the project budget is unknown, securing
the necessary investment will remain a significant challenge in the years to come.

Finally, already existing financial constraints will likely be exacerbated if Iran’s civilian infrastructure,
including its railway network, is significantly damaged during the ongoing conflict with the United
States and Israel.

THE MISSING RASHT-ASTARA SECTION

The major challenge for Iran along the western route remains the unfinished 165 km (103-mile)
Rasht-Astara railway, which creates significant logistical bottlenecks. In 2022, the Eurasian
Development Bank, tasked with assessing INSTC progress, classified this missing segment as a
Group 1 priority, meaning that its completion is essential for the effective operation of the western
branch.® The section’s importance is heightened by its strategic position at the intersection of
Iranian, Azerbaijani, and Russian trade. Moreover, the line passes through Anzali (see Figure

2), a key Iranian Caspian port and, since 2005, part of a free economic zone within Iran, where
investment projects receive tax benefits and guarantees unavailable elsewhere in the country.

The current estimated cost of the Rasht-Astara railway is about $1.6 billion, with full-scale
construction having been delayed for years and now expected to begin sometime in 2026, and to
take around three to four years to finish.®* In May 2023, President Putin and then-President Ebrahim
Raisi signed an agreement to finance and build the missing section, and by January 2025, Moscow
and Tehran had reportedly agreed to start construction-related work, with Russia providing up to
$1.6 billion to Iran in intergovernmental financing loans.% In April 2025, Russian officials confirmed
that Russian specialists were already working in Iran on the project.s By October 2025, Iran’s
Ministry of Roads and Urban Development announced that it had acquired 80 km (50 miles) of
private land along the Rasht-Astara route, with the remainder expected to be secured by April 1,
2026, after which construction would begin.®” Around the same time, customs officials from Russia,
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Azerbaijan, and Iran reportedly adopted a developmental roadmap targeting 15 million tons of
annual cargo transit along the western route once the Rasht-Astara section is completed.®

Overall, the Rasht-Astara rail line will require sustained political and financial commitment to stay
on schedule. For example, although Azerbaijan reportedly offered Iran a $500 million loan in
2018 to support construction, sanctions on Tehran prevented use of the funds.?® Ultimately, while
construction of this crucial rail link is supported by Iran and will occur entirely on its territory,
financing for the project—illustrated by Russia’s loan worth approximately $1.6 billion—will likely
have to come primarily from Moscow. Some analysts go so far as to state that without Russian
backing, the project’s financial viability would likely be untenable.*®

Roadways

Among the INSTC’s post-Soviet participants, rail transport is generally the preferred mode of
transportation for long-distance freight, in large part due to its higher throughput capacity,
greater energy efficiency, and lower environmental impact.” Yet, given the abovementioned
challenges affecting the member countries’ railway systems, road networks remain an important
complementary component of the corridor.

The western route is composed of highways across Russia, Azerbaijan, and Iran, while the eastern route
runs through the road network of Russia, Kazakhstan, and Turkmenistan before connecting to Iran’s
roadways. Within the INSTC framework, road transport is primarily used for short-distance freight and,
similar to its rail transport, it faces challenges related to varying carrying capacities across participating
countries. For example, Russia’s highways along both routes are mostly two lanes, with a maximum
capacity of around 14,000 vehicles per day. In contrast, Azerbaijan features highways with two- to
six-lane sections, accommodating 14,000-40,000 vehicles daily. Along the eastern route, Kazakhstan
and Turkmenistan have two- to four-lane roads, with a daily capacity ranging from 14,000-40,000
vehicles. In Iran, along both routes, most roads comprise four lanes, with some expanding to six lanes or
narrowing to two. Their typical capacity is around 40,000 vehicles per day, though it can fall to 14,000
or rise to 80,000 depending on the location—the latter particularly in the Tehran area.*

Several major projects are currently underway to expand the corridor’s road network capacity.

For instance, the R-217 highway in Russia, also known as the “Caucasus Highway,” stretches over
1,100 km (684 miles) from Krasnodar Krai to the border with Azerbaijan in Dagestan. Recognized
by the Kremlin as a key part of the INSTC’s western route, this roadway is currently being upgraded
from a two-lane to a four-lane system, with this effort expected to be completed by 2030.% Similar
developments have already taken place in Azerbaijan, where the key western highway route is the
521 km (324-mile) E119 highway, running from the Azerbaijani city of Guba (Quba) near the Russian
border to the city of Astara near the Iranian border.** The Guba-Baku section of the E119 highway,
also known as the M1 highway, was converted into a four-lane road in 2023.%

Along the eastern route, regional projects aimed at improving the highway infrastructure between
Kazakhstan and Turkmenistan are also underway. In 2025, Kazakhstan began modernizing the
164 km (102 mile) highway linking Zhanaozen to the Turkmen border, with phased reconstruction
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underway and full completion scheduled for the end of 2026.%¢ This effort is complemented by
Turkmenistan’s construction of the two-lane, 207 km (129-mile) Turkmenbashy-Garabogaz highway,
including a newly completed highway bridge across Garabogazgol Bay, which is expected to provide
a more seamless connection between the two countries’ road networks.””

Finally, unlike its railway infrastructure, Iran’s road network—spanning more than 220,000 km
(136,702 miles)—is comparatively more developed and plays a vital role in both domestic and
cross-border transit, particularly in providing access to the Iranian ports of Bandar Abbas and
Chabahar.*® The road from Tehran to the Bandar Abbas Port was upgraded to a four-lane highway in
October 2022, whereas the route to Chabahar, which does not yet have a fully operational railway
system, remains a two-lane road.* Yet, similar to its railway network, Iran’s roadways might have
also been damaged by the U.S. and Israeli air campaign, making any future reconstruction efforts
both time-consuming and costly for Iran.

Ports

CASPIAN PORTS

Russia’s three Caspian ports that are part of the INSTC—Astrakhan, Olya, and Makhachkala—have
a combined throughput capacity of about 19.0-23.5 million tons annually.’° Iran’s Caspian ports—
Anzali, Nowshahr, and Amirabad—reportedly have a combined annual throughput capacity of
over 20 million tons.'”! Kazakhstan’s ports of Aktau and Kuryk have around 21 million tons of
cargo-handling capacity per year; Azerbaijan’s Baku International Sea Trade Port, 15 million tons;
and Turkmenistan’s Turkmenbashi International Seaport, 17 million tons." 12

Yet many Caspian ports operate far below their full potential for annual cargo-handling capacity, as
they are hampered by sanctions against Iran and Russia, as well as aging infrastructure and falling
Caspian Sea water levels.’®® While the governments are trying to tackle these challenges through
modernization and connectivity projects, their scales and timelines vary. For instance, in Russia’s
Dagestan region, local authorities have announced plans for improving access to Makhachkala port,
including construction of a dedicated road linking it to federal highways. The project is reportedly
underway, despite shifting timelines.'** Even though Makhachkala’s potential throughput capacity
is estimated at up to 12.1 million tons a year, as of November 2025, it handled only about 3.0 million
tons annually, with officials expecting volumes to rise to 10.0 million tons a year once the new road
connection is completed.'® For the Port of Olya, a grain transshipment complex was agreed at the
St. Petersburg International Economic Forum in June 2025, aimed at expanding Caspian logistics,
including exports to Iran. The project is expected to begin operations in 2026.1°6

11 Please note that these figures are based on different national reporting standards and reflect a mix
of reported projected, planned, and actual capacities across different ports and are thus not directly
comparable.

Resilience Through Linkage | 16



Similarly, the Port of Baku in Azerbaijan is expected to expand its annual throughput capacity from
15 to roughly 25 million tons by adding multiple new port terminals and bridges in the next five to
six years.'”” In 2025, the Baku Port handled 37 percent more containers than in 2024.%¢

Likewise, Kazakhstan is also investing in its Caspian facilities. In the summer of 2025, for example,
local authorities launched the first phase of a new container hub at the Port of Aktau—an upgrade
intended to strengthen the port’s role in both the Middle Corridor and the INSTC.'°® Once completed,
Aktau is expected to become the primary freight-distribution center for the Caspian."® The
development of Kuryk Port targets 13.9 million tons of annual throughput.™ In 2025, Kazakhstan
advanced a grain terminal at Kuryk with an estimated capacity of about 1 million tons per year,

and it is separately advancing the Sarzha multifunctional marine terminal, expected to reach up

to 1.5 million tons annually." Turkmenistan has also invested substantially in the development of
Turkmenbashi Port in recent years. According to the Organisation for Economic Co-operation and
Development, cargo traffic through Turkmenbashi rose 28.6 percent in the first eight months of 2023,
and, in the first half of 2024, cargo and passenger transport more than doubled.™

Prior to February 2026, Iran also seemed keen on upgrading its Caspian network of ports. In 2025,
Tehran reiterated its plans to improve cargo-handling capacity and infrastructure at the Port of
Nowshahr, while the Port of Amirabad has been undergoing phased expansion for years to increase
capacity and strengthen road, rail, and logistics connectivity.™ Loading and unloading at Amirabad
rose by 7 percent year-on-year in the Iranian year ending March 20, 2025, accounting for 57
percent of cargo handled across Iran’s northern ports." Shipments through another Iranian port,
Anzali, rose by 181 percent year-on-year between March 2025 and January 2026."¢ Russian firms
have an established presence in the Anzali Free Trade Zone, underscoring the growing economic
interdependence between Russia and Iran that underpins the broader INSTC project, as well as

the corridor’s potential sanctions-circumvention capacity."” In mid-March 2026, the Anzali port was

a target of an Israeli strike that hit a supply line that Russia and Iran have allegedly used to move
ammunition, drones, and other weaponry." Strikes, while significant, would likely only temporarily
disrupt Russia-Iran trade flows, as both countries can reroute shipments through other Caspian ports.

Russian firms have an established presence in the Anzali
Free Trade Zone, underscoring the growing economic
interdependence between Russia and Iran that underpins
the broader INSTC project, as well as the corridor’s potential
sanctions-circumvention capacity.

Despite the ongoing modernization and expansion efforts, the transcaspian segment has experienced
significant transit capacity limitations. First, the Volga-Caspian Canal, a key link in the transcaspian
route, is constrained by shallow waters and narrow passages, with some stretches allowing only

Maria Snegovaya, Tina Dolbaia, and Nicholas Fenton | 17



one-way traffic."” The canal’s maximum depth, maintained for about 250 days a year, remains below the
4.5-meter mark, limiting cargo transport and reducing overall capacity.° This problem is exacerbated
by the Caspian Sea’s own natural shallowness, with its northern section averaging just 5-6 meters deep
and, in some cases, measuring less than a meter. In addition to this shallowness, the Caspian Sea’s levels
have historically fluctuated in natural cycles, often referred to as the sea’s “breathing.” The current
“exhalation” phase, which began around 2018, has lowered water levels by roughly 20 centimeters per
year. The upcoming “inhalation” phase, or sustained rise, is not expected before 2030, an inconvenient
timeline for Moscow’s plans to expand traffic along the transcaspian corridor.*

Declining Caspian Sea water levels have also complicated operations in Astrakhan, Olya, and Aktau,
with draft depths at these ports falling short of navigation standards. According to Russia’s Accounts
Chamber, as of late 2024, only one of Astrakhan’s 21 berths meets the required 4.5-meter draft,
while 5 of Olya’s 12 berths remain too shallow. Due to these reasons, there are hazards to navigation
along the Volga-Caspian route. In 2023, several vessels ran aground in the canal, at times halting the
entire traffic flow.!?

Second, the transcaspian corridor faces serious fleet constraints. While—as discussed in Chapter I-in
the first four months of 2024, the number of vessels along the transcaspian route grew by 53 percent
year-on-year to 1,695, this uptick in vessel movement is more reflective of an intensive rotation of a
small, aging, and capacity-constrained fleet rather than a genuine expansion in the cargo-carrying
capability of the route. As of 2023, the combined Russo-Iranian cargo fleet in the Volga-Don and
Caspian basins comprised roughly 170 vessels, averaging 3,500 tons deadweight and 35 years of age,
and with an annual capacity of no more than 7-8 million tons. Only about 12-15 aging river-sea bulk
carriers, most more than 40 years old and owned by Iran, operate on the Bandar Anzali-Astrakhan
route.'” The aging fleet, combined with the slow replacement of vessels, continues to limit operational
efficiency, while irregular ferry and feeder services, exacerbated by the absence of coordinated

vessel schedules, further undermine reliability. As of November 2025, Tehran and Moscow had

been discussing the creation of a dedicated container shipping line between the Russian port of
Makhachkala and various Iranian ports, which showcases mutual interest and effort in expanding
and streamlining the Caspian Sea services as part of the broader INSTC development, though ongoing
events in Iran may impact these discussions.'?* Despite these developments, the utilization rate is
estimated to remain at only around 40 percent of installed capacity.'

Third, winter freezing makes the ports of Astrakhan and Olya partially inaccessible for roughly 100
days a year, requiring transiting vessels have an icebreaker escort for 1.5-3 months annually, which
increases seasonal transport costs.?® In addition, the Astrakhan branch of Rosmorport has only two
aging icebreakers, raising doubts about its ability to handle growing winter traffic. Currently, vessels
can sit idle for up to two weeks because of limited port facilities. Without new vessels, this maritime
segment of the INSTC risks losing cargo to competing routes.’#’

Fourth, despite ongoing modernization efforts at the different ports described above, the
transcaspian route’s port infrastructure remains underdeveloped. Rail access to the ports and the
absence of multifunctional logistics terminals limit throughput. The railway approaches to the ports
require further modernization and the construction of multifunctional port logistics complexes.'?
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Finally, conflict dynamics in the region impact the Caspian Sea and transport on it. In August 2025,
the Ukrainian army reportedly struck the Port Olya-4—a Russian vessel, which was carrying Shahed
drone components and ammunition from Iran—while docked in Olya. The attack underscores the
growing security risks along the corridor. Furthermore, even brief port disruptions can have a
ripple effect on the entire Caspian transit network, undermining its reliability. Sanctions exacerbate
the issue by complicating port financing and reconstruction.'®

In November 2025, in an effort to tackle some of these problems, Russia and Iran intensified
Caspian transport cooperation by forming a joint consortium of state and private port and shipping
companies to coordinate tariffs, integrate sea-rail-road logistics, and boost annual cargo volumes
across the Caspian Sea to more than 5 million tons.° Yet streamlining these processes will take
years and require significant investments from both Russia and Iran.

IRAN’S SOUTHERN MARITIME GATEWAYS

Two ports located on Iran’s southern coastline, Bandar Abbas and Chabahar, serve as important
logistical convergence points, transferring cargo shipped via the three routes onward to Indian
ports. Their continuous expansion and development are therefore central to the full and successful
operationalization of the INSTC.

THE BANDAR ABBAS PORT COMPLEX

Bandar Abbas port is Iran’s leading maritime outlet on the Persian Gulf, connected by road and
rail to major Iranian cities, including Tehran, and located close to Bandar Abbas International
Airport. From a military-security standpoint, the port is considered the main headquarters for the
Iranian navy, as well as a key installation for Tehran’s ambitions to control the Strait of Hormuz."!
The latter is a crucial sea passage connecting the Persian Gulf to the Gulf of Oman and the Arabian
Sea, which ordinarily enables the flow of approximately 20 percent of global oil, or about 15 million
barrels of crude per day.”*? The port’s strategic location and integration into Iran’s multimodal
transport network also make it a convenient hub for shipments to Indian ports near Mumbai, such
as Jawaharlal Nehru port, India’s largest container port, and Mumbai port, often used for smaller
shipments. Iranian vessels can also reach other Indian ports, including Mundra port, which is
closer to Bandar Abbas and suited for bulk cargo, and Cochin port, located farther south near the
Laccadive Sea. Delivery times range from 12 to 22 days, depending on the destination."

The Bandar Abbas Port Complex is divided into two areas: the main port of Shahid Rajaee and
the smaller port of Bandar Shahid Bahonar. Referred to as Iran’s “Golden Gateway to Global
Trade,” Shahid Rajaee is Iran’s largest and most advanced commercial port; it also has the status
of a special economic zone—offering tax incentives and streamlined customs procedures. It

spans 2,400 hectares (5,931 acres), handling around 85-90 percent of the country’s container
traffic and more than half of its total trade volume. The port processes over 75-83 million tons of
freight annually, including both oil and non-oil goods such as petrochemical products, minerals,
industrial machinery, and agricultural and food products.’** In 2024, Shahid Rajaee port recorded
a 123 percent increase in the transit of goods via rail, with its exports reaching 87 countries and
generating about $8.9 billion in revenue. In the first half of 2025, the port recorded the handling of
over 36 million tons of cargo, of which around 23.6 million tons were export shipments, including
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19.7 million tons in non-oil and 3.9 million in oil-based exports. Overall, within this period, the
non-oil export sector reportedly experienced a 14 percent year-on-year rise. Additionally, transit
operations experienced an increase, with non-oil transit cargo volumes rising by 33 percent
year-on-year to around 5 million tons.*¢

Due to its noteworthy import and export handling capacity, Iran’s Ports and Maritime Organization
(within the Ministry of Roads and Urban Development) has called Shahid Rajaee “the maritime hub”
of the INSTC."*" To assess potential INSTC-related construction activities at the port, CSIS analyzed
satellite imagery of Shahid Rajaee port from January 2022, before Russia’s invasion of Ukraine, and
from September 2025. Additional images from March 4, 2026, taken after the U.S.-Israeli strikes
against the Bandar Abbas Naval Base, showed minor changes—such as the number of vessels present
and changes in the shipping containers—but no evidence of conflict-related damage."*

Original satellite imagery analysis from January 8, 2022, and September 21, 2025, confirmed
construction activities aimed at expanding port operations. For example, construction of Terminal

3, identified in 2017 by Iran’s Ministry of Roads and Urban Development as a major project for
increasing Shahid Rajaee’s cargo-handling capacity, was still underway in 2022, but appeared to have
been completed by 2025 (see Figure 3).* Furthermore, in May 2022, reports indicated plans to build
large grain silos as part of the port’s expansion.*° Satellite imagery from September 2025 revealed a
probable grain loading and unloading facility under construction at the end of Terminal 2, which had
been absent from the 2022 imagery (see Figure 4). These and related developments increased Shahid
Rajaee port’s cargo-handling capacity, laying a solid foundation for future INSTC-focused expansion.

Figure 3a: Terminal 3, Shahid Rajaee Port, 2022

Shahid Rajaee Port, Iran
January 8, 2022
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Figure 3b: Terminal 3, Shahid Rajaee Port, 2025

Shahid Rajaee Port, Iran
September 21, 2025
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Figure 4a: Probable Grain Loading and Unloading Facility, Shahid Rajaee Port, 2022

Shahid Rajaee Port, Iran
January 8, 2022
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Figure 4b: Probable Grain Loading and Unloading Facility, Shahid Rajaee Port, 2025

Shahid Rajaee Port, Iran
September 21, 2025
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In April 2025, Iran and Kazakhstan signed a memorandum of understanding to build an exclusive
port terminal and logistics facility at Shahid Rajaee to expand Kazakhstan’s trade through the
INSTC. Kazakh President Kassym-Jomart Tokayev reaffirmed this plan at the Kazakhstan-Iran
Business Forum in Astana in December 2025, describing Shahid Rajaee as Kazakhstan’s key link
to open seas.'! A similar agreement was signed between Iran and Uzbekistan in June of the same
year, with both sides pledging to take the necessary regulatory and operational steps to establish
a dedicated terminal and logistics center at Shahid Rajaee and to encourage Uzbek private

sector participation.*? While Uzbekistan is not yet formally integrated into the INSTC, it officially
submitted a membership application in March 2025.13

Although the port has experienced infrastructure expansion and increased interest from Central
Asian states in recent years, Shahid Rajaee has also faced recurring safety incidents, including at
least three fatal accidents between 2021 and 2024 and a major explosion in April 2025, reportedly
triggered by a chemical fire in a shipping container, which killed at least 70 people and temporarily
shut down nearly half of the port’s operations.'*

Beyond these safety lapses, the threat of U.S. sanctions may also deter large-scale foreign investment.
One of the port’s operators, Tidewater Middle East Co., owned by the IRGC, has been on the U.S.
Treasury’s Specially Designated Nationals List since 2011 for facilitating illicit shipments.'*> Yet the
port’s deliberately complex ownership structures, which obscure direct ties to IRGC-affiliated entities
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and reduce perceived sanctions risk, have allowed foreign companies to continue using Shahid
Rajaee."¢In January 2026, in light of one of the biggest anti-government protests in Iran, President
Trump announced that nations doing business with Iran could face 25 percent tariffs on any trade
with the United States.'*’ Yet, following the U.S. Supreme Court’s decision to strike down the Trump
administration’s general tariffs policy (which had been pursued under a law intended to be used in
national emergencies), the future of the Iran tariffs remains uncertain 8

Finally, given the news about the U.S.-Israeli attacks against Iranian military ships stationed in
Bandar Abbas in early March 2026, the probability of continued strikes damaging not just military
but trade assets in this port complex remains high."*® This would further impact Tehran’s ability to
expand trade operations at Shahid Rajaee.

Another important component of the INSTC beyond Shahid Rajaee—specifically, the Shahid
Bahonar port, a smaller area within the larger Bandar Abbas complex—has also expanded

since 2022, reaching about 38 hectares. Although less significant than Shahid Rajaee, Shahid
Bahonar handles roughly 5 percent of Iran’s total port activity, while also hosting the country’s
largest international maritime passenger terminal and managing a diverse range of cargo, from
petrochemicals and liquefied gases to fruits and vegetables.!** In 2024, the port’s loading and
unloading operations reportedly increased by 27 percent compared with 2023, partly due to
expansion and improvements in container depots, mechanized equipment, and support services."

THE CHABAHAR PORT COMPLEX

Situated in southern Iran near the Gulf of Oman, Chabahar port is the only Iranian port with direct
access to the Indian Ocean. Similar to Bandar Abbas, Chabahar is a two-port complex, consisting of
the smaller Shahid Kalantari port, with limited waterfront and a draft of 7-8 meters to accommodate
medium-size freight ships, and the bigger Shahid Beheshti port, a deep draft (16.5 meter) port
suitable for large vessels and currently being developed in four phases.*?

The Chabahar complex has the potential to play a particularly important role in the INSTC’s eastern
route, fostering cheaper and faster trade between India and Central Asian nations. The port is
located in close proximity to some of India’s largest ports, such as Mundra, Kandla, and Jawaharlal
Nehru, enabling a container ship to reach these ports in as little as two days.'* Moreover, Chabahar
lies within a free economic zone with simplified customs and taxation procedures, and is viewed
by New Delhi as a key element of its “Diamond Necklace” strategy, which is aimed at countering
China’s “String of Pearls”—ports across the Indian Ocean that are part of the BRI."** One such
China-linked port is Pakistan’s Gwadar port in the Arabian Sea, located near Chabahar and serving
as a crucial infrastructure and logistic hub within the China-Pakistan Economic Corridor.'s

Recognizing Chabahar’s potential geoeconomic and geopolitical advantages, India signed a
memorandum of understanding with Iran in 2015 to jointly develop the port, especially its Shahid
Beheshti terminal, followed by a $500 million investment commitment announced during Prime
Minister Narendra Modi’s visit to Iran in 2016."° Around the same time, India, Iran, and Afghanistan
concluded a trilateral agreement to establish “a reliable transport corridor for the smooth
transport” of goods through Chabahar.”” In 2017, India launched its Mumbai-Chabahar shipping
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route, delivering the first shipment to Afghanistan via the port, and completed the first phase of
Shahid Beheshti’s development, with the Indian minister of state for ports, shipping, and waterways
present at the inauguration ceremony.'s

In 2018, after the U.S. withdrawal from the Joint Comprehensive Plan of Action (JCPOA), India
secured a U.S. sanctions exemption for Chabahar, presenting the port as a strategic counterbalance
to China’s growing regional presence.” However, according to some analysts, the sanctions waiver
from Washington was not accompanied by a formal license from the Office of Foreign Assets
Control, thus complicating Chabahar-related development projects and procurement for New Delhi.
For instance, India was unable to purchase ship-to-shore cranes, essential for loading and unloading
containers, and instead had to buy mobile harbor cranes, which are less suitable for large-scale
container operations.!s°

Nonetheless, albeit with delays and constraints, port development and capacity expansion
continued in the following years. For instance, after the completion of the first phase of
development in 2017, the annual cargo-handling capacity of the Shahid Beheshti port has increased
to around 8 million tons, with plans to expand it to 18 million tons at the end of the ongoing second
phase. Overall, the port is envisaged to handle over 80 million tons of cargo annually (similar to
what Bandar Abbas’ Shahid Rajaee section processes) upon completion of its fourth and final phase
of development.!s! Furthermore, in 2019, Tehran and New Delhi inaugurated a second shipping
route, which passes through the Indian ports of Mumbai, Mundra, and Kandla to reach Chabahar
and Bandar Abbas. Similarly, in 2023, Iran’s IRISL launched a direct container shipping line from
Chabahar’s Shahid Beheshti to India’s Nhava Sheva port.!¢2

A major recent milestone was the May 2024 signing of a 10-year India-Iran agreement to further
develop Chabahar port, replacing earlier annually renewed arrangements. Under the new deal,
Indian Ports Global Limited, which began operating the port at the end of 2018 and has since
handled over 8.4 million tons of general cargo, pledged to invest $120 million in the port. India also
committed an additional $250 million in a credit line for jointly approved modernization projects.'®?
In 2023-2024, vessel traffic at Shahid Beheshti reportedly grew by 43 percent and container traffic
by 34 percent, with further increases expected upon completion of all development phases.!6*

CSIS analysis of satellite imagery of Chabahar from May 1, 2024 (prior to the signing of the India-Iran
10-year contract), and October 19, 2025, confirmed that the port development was underway.
The 2025 image (Figure 5) showed that a new oil loading and unloading terminal was under
construction, which had been absent from the 2024 image. In February 2025, Iran’s minister of
transport and urban development announced new infrastructure initiatives at Shahid Beheshti,
including the construction of an oil terminal involving an investment of 8 trillion rials ($16
million).'®> The new terminal under construction in the 2025 image is likely the one referenced by
the minister and, if completed, could expand the oil loading and unloading capacity at the port.
A newly built warehouse facility was also identified in the 2025 imagery, which had been under
construction in 2024 (see Figure 6). The warehouse is likely the same 12,000 sq. ft. facility, with

a budget of 877 billion rials ($1.75 million), inaugurated by Iran’s minister of transport and urban
development in February 2025.16¢
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Finally, one of the most important projects expected to significantly expand Chabahar’s
cargo-handling capacity is the 634 km Chabahar-Zahedan railway, located approximately 10 km (6
miles) to the east of the port, that has been under construction since 2010. Although Chabahar is
not yet linked to a fully operational rail network, about 84 percent of the line has been completed
and the route is projected to become fully operational by June 2027.15 Satellite imagery from
October 2025 supports these reports, showing five newly built bridges and an extended rail line
running along the coast toward the Shahid Beheshti port facilities (see Figure 7).

In mid-March 2026, U.S. fighter jets reportedly struck military facilities on a mountain adjacent to

the Chabahar Free Economic Zone. While CSIS could not review the most recent satellite imagery of
the previously analyzed territory within the Chabahar port complex due to the ongoing limitations

on sharing conflict-related satellite data, available reporting indicates that Shahid Beheshti has not

yet been hit.'®® Yet, given the dynamics of the current conflict, this remains a possibility. Even a strike
against the Chabahar-Zahedan railway could impact Iran’s ability to expand trade via Shahid Beheshti.

Figure 5a: Site of New Oil Loading and Unloading Terminal, Shahid Beheshti Port,
2024
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Figure 5b: New QOil Loading and Unloading Terminal,

Construction in 2025
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Figure 6a: New Warehouse Facility, Shahid Beheshti Port, Under Development in 2024
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Figure 6b: New Warehouse Facility, Shahid Beheshti Port, 2025
Shahid Beheshti, Chabahar, Iran
October 19, 2025
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Figure 7a: The Chabahar-Zahedan Railway, 2024
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Figure 7b: The Chabahar-Zahedan Railway, 2025
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Beyond potential U.S. and Israeli strikes, a major bottleneck faced by Shahid Beheshti is the threat
of U.S. sanctions. In September 2025, amid rising tariff tensions between Washington and New
Delhi, the United States revoked the 2018 sanctions waiver for Chabahar as part of its “maximum
pressure” campaign against Iran’s nuclear and missile activities. However, one month later, it
granted India a six-month exemption, allowing Chabahar’s operation to continue until April 26,
2026.'° In January 2026, following President Trump’s decision to impose 25 percent tariffs on
nations doing business with Iran, reports started circulating about India’s potential withdrawal from
Chabahar: New Delhi did not allocate any funds to Chabahar in the 2026-2027 budget year, but also
has not confirmed its decision to withdraw from the port project. According to local analysts, the
absence of funding for the port in India’s 2026-2027 budget may be indicative of “a tactical freeze
rather than a strategic retreat,” especially given that India had transferred the promised $120 million
toward Shahid Beheshti’s development before the 25 percent tariffs were announced. Therefore,
because these funds were already paid, another allocation for Chabahar might not have been
necessary in the subsequent budget year.'™

Rumors of potential withdrawal have also drawn criticism from Indian parliamentarians and local
policy experts, who believe that Chabahar is India’s gateway to Central Asia, as well as a deterrent
against growing Chinese entrenchment in India’s neighborhood. Opponents of the withdrawal claim
that New Delhi cannot abandon Chabahar at a time when Beijing has pledged $62 billion to develop
the rival Gwadar port in Pakistan.'™ As the future of U.S. tariffs remains uncertain and as long as the
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current conflict continues in Iran, New Delhi may have to tread carefully with regard to Chabahar,
limiting its direct exposure to the port in the short term without giving up its longer-term vision of
the port’s centrality to its regional trade and political ambitions. Proving this point is the alleged
ongoing discussions between the Modi and Trump administrations regarding securing another
extension of the sanctions waiver for the port, which is set to expire late April 2026.172
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Complex Regional
Dynamics

Regional Connectivity Projects

The three routes of the INSTC intersect with other connectivity and infrastructure development
projects, which each have their own embedded geopolitical rationales (see Figure 8). Some of these
projects complement the INSTC, in particular by enabling the east-west flow of trade, in contrast

to the INSTC’s longitudinal direction. However, given that the INSTC is itself not fully developed
and still requires significant inflows of investment, alternative Eurasian connectivity projects risk
gobbling up limited resources that could be used to support the INSTC. The situation is complicated
by Iran and Russia’s shared status as heavily sanctioned states, which already deters potential
investors and forces partner states to balance any commitments to Tehran and Moscow with ties to
alternative partners.
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Suez Canal routes

Figure 8a: Representation of the INSTC and Other Trade Routes
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Figure 8b: Representation of Russia’s Northern and Eastern Sea Routes
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Established Routes and Connectivity Initiatives

SUEZ CANAL

At its core, the INSTC is designed to facilitate north-south trade between Russia, the economies of
the Indian Ocean and Persian Gulf, and the transit states in between. Today, the main alternative to
transiting goods between these regions remains the traditional Suez Canal route. For example, large
shipping tankers can leave the Russian port of St. Petersburg, traverse the Baltic Sea, loop south
around the Iberian Peninsula, and then cut across the Mediterranean before turning into the canal.
Alternatively, Russian goods can leave one of the country’s Black Sea ports, such as Novorossiysk,
pass through the Bosphorus, and then cut south through the Aegean Sea before reaching the canal’s
headwaters. Importantly, both of these routes expose Russian trade and traffic to waters heavily
patrolled by NATO militaries. Moreover, the total time it takes for a ship to leave St. Petersburg

and travel to Mumbai via the Suez Canal is roughly 30-45 days, with the shorter sea route from
Novorossiysk through the canal to India reportedly ranging 17-25 days on average, and the trip

via the INSTC averaging 15-30 days."” In contrast to the Suez Canal route, the INSTC, as currently
designed, does not pass through NATO or EU member states or their territorial waters, making it
less vulnerable to interdiction or sanctioning.

As of October 2024, it was estimated that 83 percent of the crude oil produced in the oil fields

of western Russia transited the canal on its way to Asian markets, with India and China playing
outsized roles in these purchases.”™ Russian media report that a previously inked deal to create a
Russian Industrial Zone in the Suez Canal Economic Zone should be operational by 2030." The
continuation of this project likely indicates that Russia has no plans of abandoning the Suez route,
especially given that Egypt became a member of the Russian-supported BRICS economic grouping
in 2024, and remains in negotiations with the Russia-led EAEU for a full trade deal.”

Yet the vulnerabilities of the Suez Canal route, including its passage through NATO-adjacent waters
and its exposure to sanctions risks, remain acute. For instance, since late 2025, EU countries have
intensified their crackdown on the Russian shadow fleet, expanding sanctions against vessels and
tightening restrictions on maritime services linked to sanction-evasion exports.””” For these reasons,
while Russia is unlikely to cease taking advantage of the canal route to access Asian markets, it

will continue to try to build out alternatives, at least as long as it remains committed to long-term
confrontation with Western states.

THE MIDDLE CORRIDOR

Another major regional trade initiative is the Trans-Caspian International Transport Route, more
commonly known as the “Middle Corridor.” This trade corridor lacks a single driving sponsor or
spotlight project, and instead appears to reflect multilateral coordinating efforts to expand trade
and connectivity among member states along an east-west axis spanning from Europe to China."”®

Historically, most Chinese goods reached Europe via the northern corridor, moving north through
Mongolia, across Russia, and west through Belarus into the European Union. Even before 2022,
China was seeking alternatives to this route, but Russia’s full-scale invasion of Ukraine and the
resulting Western sanctions greatly accelerated that push. The Middle Corridor emerged as the
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preferred alternative, routing goods west from China through Kazakhstan, across the Caspian Sea,
and onward through the South Caucasus into the Black Sea or through Turkey to southeastern
Europe. Transit times now average 14-18 days, faster than the northern corridor’s roughly 19-day
benchmark.” With the recently announced progress on the establishment of the “Trump Route for
International Peace and Prosperity” (TRIPP) corridor (discussed below), the economic capacity of
the Middle Corridor stands to benefit thanks to the increased facilitation of east-west trade.'°

Reportedly, 86 percent of the goods shipped between China and Europe traversed the northern
corridor before 2022, while such shipments via the Middle Corridor constituted less than 1 percent.
However, following Russia’s invasion of Ukraine, the northern corridor’s shipping volumes halved in
2023 compared to 2022, with the Middle Corridor’s usage increasing by 89 percent and 70 percent
in 2023 and 2024, respectively.’® If fully implemented, some analysts argue that the Middle Corridor
could increase Chinese-EU trade by 30 percent by 2030.'%2 Because the Middle Corridor is already
operational, the various investors supporting the route—including international development
institutions like the European Bank for Reconstruction and Development, the Eurasian
Development Bank, and the Asian Development Bank—are focusing their capital on upgrading and
expanding existing infrastructure.'s?

Because both the Middle Corridor and the INSTC traverse
Azerbaijan and Kazakhstan, some of the rail and road infrastructure
built or upgraded under Middle Corridor initiatives could,
theoretically, also support cargo movements along the INSTC.

Ultimately, while the Middle Corridor’s expansion is geared toward bypassing transit routes in
Russia, its emphasis on east-west trade, rather than north-south shipments, does not make it a
direct competitor with the INSTC. However, given that it is in part designed to bypass Russian

and Iranian territory, the Middle Corridor can be interpreted as in opposition to the interests of
Moscow and Tehran.'®* That being said, countries directly participating in the Middle Corridor’s
development and expansion, such as China, Kazakhstan, Turkey, and Azerbaijan, either maintain
robust economic relations with Russia or are also directly supporting the development of the INSTC
route. They are therefore unlikely to oppose any potential linkages between the two routes that
would support the INSTC’s consolidation. For instance, because both the Middle Corridor and

the INSTC traverse Azerbaijan and Kazakhstan, some of the rail and road infrastructure built or
upgraded under Middle Corridor initiatives could, theoretically, also support cargo movements
along the INSTC. However, as long as key transit states like Kazakhstan and the nations of the South
Caucasus remain open to Western infrastructure engagement and development funds, they will
likely attempt to maintain a policy line of increasing nonalignment that would limit the INSTC’s
potential as a fulcrum for greater geopolitical alignment with Moscow or Tehran.'®® Furthermore, in
conversation with local authorities on the ground in participating countries, Jeffrey Mankoff noted
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that interlocutors emphasized the superior economics of the Middle Corridor compared to the
INSTC, and its concomitant lack of Western sanctions risks.'s¢

EASTERN SEA ROUTE

The eastern sea route begins at Russia’s Far Eastern infrastructure, centered on the port of
Vladivostok, and runs south to ports in China and India. While the eastern sea route is already
operational, it has traditionally been less critical to Russian trade, as most of the country’s key
economic assets (particularly oil and gas) are concentrated in its western and central regions
and historically have flowed westward rather than eastward. That being said, there is inferential
evidence that during the 1970s some substantive containerized transcontinental trade within the
Soviet Union, flowing from the western part of the country to the Far East, did move by sea.’®
Hypothetically, a fully functioning INSTC could help connect Russian freight to the eastern sea
route, thereby more efficiently provisioning the Russian Far East, in addition to enabling trade with
India and South Asia.

The eastern sea route has the potential to expand trade between Russia’s Far East and India’s
eastern coast. Similar patterns can be observed in the Russia-China trade via the route. In late
2024, the Rosatom-owned Far Eastern Shipping Company launched a direct transport line between
Vladivostok and Shanghai, a three-day route serviced by two vessels with a combined reported
capacity about 38,400 tons.!s$

TRACECA

The Transport Corridor Europe-Caucasus-Asia (TRACECA) is an intergovernmental coordination
grouping that includes 14 participating states and their corresponding internal and cross-border
transport routes.'®® TRACECA functions primarily as a means of intergovernmental coordination,
with its internal commission supported by a permanent secretariat, along with national secretaries
appointed by each of the members.”*° The organization’s current priorities include promoting
containerization across its trade networks, attracting further investment, expanding the use of
digital trade tools, simplifying cross-border protocols, and increasing legislative harmonization.!"
Historically, the European Union has provided strong support for TRACECA’s efforts, reflecting
the European Union’s desire to stimulate east-west trade and connectivity initiatives that are
independent of Moscow’s influence.'*?

Given the different institutional structures and goals of the INSTC, the Middle Corridor, and
TRACECA, it is difficult to define their one-to-one institutional overlap. However, Kazakhstan,
Azerbaijan, and Turkmenistan participate in all three efforts in some form, with each hosting ports
on the Caspian Sea that are critical to regional connectivity.'”> Importantly, some analysts have
argued that greater overlap and integration between the INSTC and east-west focused connectivity
initiatives could increase the corridor’s total potential freight volume by roughly 40 percent.'*

BELT AND ROAD INITIATIVE

The Chinese-led Belt and Road Initiative (BRI) is the most important infrastructure project
playing out across the Eurasian landmass. While the full project covers both land and maritime
infrastructure across multiple continents, a key segment connects Central Asia and the South
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Caucasus. As of the close of 2023, it was estimated that the total value of BRI investments was
roughly $1 trillion."* Launched in 2013 and now encompassing 151 countries, the BRI is supported
by the full resources of major Chinese public financial institutions, including the Export-Import
Bank of China and the China Development Bank, both ultimately backstopped by the People’s Bank
of China."”® Newly released data show that, in recent years, the pace of Chinese investment in the
BRI has increased, with 293 deals worth $122.6 billion signed in 2024, and 350 deals worth $213.5
billion signed in 2025, with a significant portion of those agreements focused on energy-related
investments. When combined with previous estimates, the 2024 and 2025 numbers bring the total
value of BRI projects to $1.4 trillion."’

The project is not merely economic but also deeply geopolitical: The BRI represents a Chinese bid to
assume greater leadership in the international order, using development projects and preferential
loans as entry points.'”® The project is not without its detractors, and as BRI-related loans from
China to developing countries mature, previously China-to-Global South capital flows are reversing,
potentially feeding resentment within local (non-Chinese) economies that feel locked in to a
seemingly one-sided financial relationship with Beijing."® However, despite its flaws, the BRI’s scale
and ambition make it the defining connectivity project of the contemporary Eurasian landmass, and
the metric against which all other projects, including the INSTC, are ultimately measured.

Although the two projects are largely geographically complementary, several BRI routes intersect
with or run parallel to INSTC segments. In particular, the China-Kazakhstan-Turkmenistan-Iran
corridor intersects with the INSTC’s eastern route, including at Kazakhstan’s Port of Aktau,

while the BRI’s China-Central Asia-West Asia corridor brushes against the route of the INSTC’s
planned Rasht-Astara railway.?°° One project of potential direct competition is the aforementioned
Gwadar port on the coast of Pakistan, already the terminus of the BRI’s China-Pakistan Economic
Corridor.?! Gwadar lies just 72 kilometers east of the INSTC’s key port of Chabahar, positioning
the two facilities as potential competitors for maritime traffic.?°? Given India’s strategic interests in
Chabahar, and the country’s status as Pakistan’s historic rival, the two ports’ economic rivalry is
underwritten by geopolitical competition.?*

In terms of land infrastructure priorities within the larger BRI project, China’s buildout remains
largely east-west focused, which in practice means its projects could complement the INSTC by
increasing the overlapping linkages between critical nodes.?** The Port of Aktau, one of the major
maritime hubs on Kazakhstan’s Caspian coast, effectively illustrates this dynamic. On the one hand,
Aktau is part of the INSTC’s maritime route across the Caspian Sea; on the other, it serves as a major
transfer point for separate east-west land routes. As mentioned above, in June 2025, Kazakhstan
commenced the development of the Aktau Port Container Hub, an expansion backed by the
Chinese state-owned firm, Lianyungang Port Group.2®®> While primarily designed to support China’s
east-west trade ambitions across the Caspian Sea, the expanded port infrastructure could also
bolster north-south flows along a fully functional INSTC. Importantly, the rail line that terminates
at Aktau is similarly a critical piece of the Middle Corridor, reflecting Kazakhstan’s deep integration
into that broader project.?°¢ These intersecting hubs and connectivity projects emphasize the
potential multiplier effects that can emerge from overlapping regional connectivity initiatives. When
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two transport corridors build effective linkages, both routes’ inherent values increase thanks to the
expanded network.

Given that the INSTC on the whole lacks the financial and investment scale of the BRI, the former
project’s participating countries, especially Russia and Iran, would likely view Chinese participation
and investment as a positive development. However, given long-standing geopolitical tensions
between India and China, New Delhi may view Beijing’s deep integration into the corridor with
suspicion. Crucially, further development of east-west connectivity projects across Eurasia depends
on continued demand for Chinese exports in Western markets. In a scenario where trading
partnerships between China and major Western importers of Chinese goods deteriorate in the
context of further geopolitical turmoil, the viability of further BRI expansion into the post-Soviet
space could be impacted. As of yet, however, this scenario remains hypothetical.

When two transport corridors build effective linkages, both routes’
inherent values increase thanks to the expanded network.

Emerging Regional Connectivity Projects

TRIPP

The immediate goal of the Azerbaijani-initiated and U.S.-backed TRIPP, or “Trump Route for
International Peace and Prosperity,” is to link Azerbaijan with its Nakhchivan exclave through
southern Armenia. TRIPP can thus be situated within the broader Middle Corridor initiative,
which seeks to connect Central Asian resources with European markets and manufacturing via
transcaspian and trans-Caucasian infrastructure networks. At the same time, as a U.S.-supported
project, TRIPP also serves a strategic purpose by promoting an alternative transport route that
reduces Iran’s role in regional trade integration.

Bilateral negotiations between Armenia and the United States in mid-January 2026 indicate
continued progress toward implementing the corridor. Both sides are planning for the creation

of a “TRIPP Development Company” that will lead the route’s construction and operations in

the structure of a 49-year lease.?”” The company will be 74 percent owned by the United States,
with the remaining 26 percent owned by Armenia. The company will be structured as a special
purpose vehicle, with any awarding of shares to private investors requiring the approval of both
the U.S. and Armenian governments. Within the currently published framework, there is no
reference to potential ownership of shares in the TRIPP Development Company by Azerbaijan,
Turkey, or Russia, despite the fact that all three governments will be closely monitoring the
corridor’s construction and implementation. Importantly, despite its minority share, the Armenian
government will maintain full regulatory oversight of the route, thereby preserving Yerevan’s
sovereignty over the territory of the corridor.?*® As implementation advances, analysts should
closely track the key players driving TRIPP’s construction, as the project’s profit motives and
complex politics could either accelerate development or produce friction and delays.?*® Intriguingly,
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Prime Minister Nikol Pashinyan of Armenia made a statement in mid-February 2026 proposing
that Russian management of the Armenian rail network be transferred to a third country that has
“friendly relations” with both Russia and Armenia, potentially opening the door to a weakening of
Russian control over Armenia’s critical infrastructure.?©

One of the key questions surrounding TRIPP concerns Turkey’s involvement: While generally
supportive of regional connectivity projects, Ankara’s strong backing of TRIPP underscores its
strategic preference for east-west transport routes that bypass Iran.?! TRIPP’s development is

also closely linked to the ongoing normalization of Armenia-Turkey relations, which is expected

to include the reestablishment of formal diplomatic relations and the reopening of their shared
border to third-country nationals, likely in 2026.2? With Armenia’s evolving security strategy,
Yerevan’s participation in TRIPP can be seen as part of the Pashinyan government’s effort to deepen
engagement with Turkey and reduce long-standing dependence on Russia.?”® The Russo-Turkish
relationship is defined by both competition and pragmatic cooperation.?* While Moscow and Ankara
have historically backed opposing sides in the Armenia-Azerbaijan standoff, the sharp rise in bilateral
trade since 2022 suggests that Turkey’s support for TRIPP reflects broader political ambitions tied to
its own aspirations for leadership in the South Caucasus and among Turkic states.?”

Tehran views the project warily, fearing TRIPP could sever its access to Armenia and Georgia and
establish either an Azerbaijani-controlled or U.S.-influenced corridor along its northern border and
Azeri-minority regions.?¢ Moreover, the project directly competes with the proposed Araz (Aras)
corridor—an infrastructure route through northern Iran similarly designed to connect mainland
Azerbaijan with the Nakhichevan exclave via an existing highway and a future railway agreed to
between Baku and Tehran.?” However, successful implementation of TRIPP could divert investment
away from this alternative project.?® Baku’s deepening security cooperation with Israel and its
prioritization of east-west infrastructure serving European energy diversification continue to fuel
Iranian mistrust.?® Whether Washington will sustain the strategic focus needed to capitalize on this
foothold in the South Caucasus remains uncertain.

With Russia still dominant in Armenia’s economy, U.S. mediation of the Armenian-Azerbaijani
conflict is unlikely to displace Russian or Iranian influence in the country, at least for now.??°
However, Armenia’s broader strategic shift away from its historic security guarantor, Russia, and
toward transatlantic structures suggests that Moscow’s influence will continue to face pressure from
the current Armenian government. The Pashinyan administration has already curtailed Russian
roles in Armenia’s airports, border guard functions, and the electricity sector. And although Russian
Railways’ lease of the Armenian rail network remains in force, its ownership of rolling stock and
other key transport assets is limited, raising questions about whether it would retain the foothold it
seeks along a future Zangezur rail line.?*

TRIPP, if successfully completed, could introduce new geopolitical constraints to the INSTC.
Whereas the INSTC makes Iran a major hub and thoroughfare for trade in the broader Caspian
region, the TRIPP initiative cuts out Iranian infrastructure and is ultimately driven by Tehran’s
competitors—specifically, the United States and Turkey.?? Some analysts argue that this could
weaken the economic rationale for developing the Rasht-Astara line, a critical link to the INSTC
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as currently envisioned.?”> However, because the INSTC ultimately aims to connect Russia with
India, while TRIPP spans a far shorter corridor linking Armenia, Azerbaijan, and Turkey, it remains
unclear whether TRIPP would pose a serious trade-related challenge to Iran or even directly
contradict the INSTC’s underlying logic. Significantly, Armenia, with its noteworthy purchasing

of $1.5 billion worth of Indian weaponry in recent years, will likely be interested in seeing trade
connections to India, like the INSTC, continue to develop.?* If TRIPP does move toward full
implementation, its success will remain the key strategic priority for the authorities in Yerevan.

INDIA-MIDDLE EAST-EUROPE CORRIDOR

Another relevant regional trade corridor currently under development is the India-Middle
East-Europe Corridor (IMEC), which is designed to run from the western coast of India, through

the Persian Gulf, northwest across the Arabian Peninsula into Jordan, across Israel to the ports of
Haifa and Ashdod, and then onward to southeast Europe by sea.??® The route provides India with yet
another avenue of diversification for its geopolitical partnerships, connecting it with Middle Eastern
and European economies. Announced at the G20 summit hosted by India in September 2023, the
corridor is roughly 6,000 km (3,728 miles) in length, with estimates that it could cut the transport
time from Mumbai to Europe by 40 percent, with shipment costs dropping by 30 percent.?*
However, the feasibility of achieving these metrics remains debated.?*’

In the wake of the recently agreed-upon trade deal between the European Union and India, IMEC
has acquired an even greater level of salience.?”® In addition to its transport component, this route
is designed to connect energy grids and fiber-optic cable networks.?? If executed, IMEC could
empower critical actors strategically located along its route, such as Italy, to serve as key hubs

for the project’s three pillars of physical, energy, and digital connectivity.?*° Importantly, India’s
tightening relationships with Europe and Israel extend beyond trade into security partnerships,
including growing defense procurement cooperation with both Israel and European weapons
producers, such as France.' Despite the geopolitical incentives supporting the route’s long-term
development, questions remain over its financing and the speed of its implementation.??

NORTHERN SEA ROUTE

Among the regional connectivity projects Russia supports, the Northern Sea Route (NSR), which
stretches from the Barents Sea near the Norwegian border to the Bering Strait between Siberia and
Alaska, is one of the most important for its broader strategic aims.?** The NSR will enable increased
Russian exports to foreign markets, while also empowering resource extraction in the Arctic.

According to the Russian government, the full implementation of the NSR, which is seen as a
surrogate for Russia’s strategic ambitions in the Arctic more broadly, is scheduled for completion
by 2035, with an annual shipping target of 220 million tons of cargo.?* Russia’s drive to develop
the NSR, which requires expanded shipbuilding, port upgrades, and greater icebreaking capacity,
signals a growing emphasis on sea power and naval capabilities as elements of its international
economic presence and broader grand strategy.?*> One important driver behind the vision for

the NSR was the goal that expanded Arctic oil and gas drilling, thanks to advances in technology,
could compensate for the expected long-term decline in historic Russian oil and gas fields.?*¢ While
Russian access to much of the aforementioned innovations and concomitant expertise remains
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limited today due to Western sanctions, that fact has not blocked the continued push for the NSR’s
implementation.?’

Critically, the success of the NSR may come down to Chinese investment and know-how.

So far, China has proven to be a willing participant in the NSR’s development, with Chinese
firms partnering with their Russian counterparts on investment projects crucial to the route’s
development.?® Another significant recent advancement is the Russo-Indian agreement signed
during Putin’s December 2025 visit to India, which envisions the joint production of ice-class
vessels in India and the training of Indian sailors to operate and navigate ships in Arctic waters.
This agreement enables New Delhi to build and export ice-class ships to shipping companies
for operations along the NSR, underscoring potential Russo-Indian cooperation in yet another
Russia-dominated trade corridor.?

NORTH-SOUTH ROAD CORRIDOR

Finally, another infrastructure project of note, also in the South Caucasus, is the North-South Road
Corridor (NSRC) in Armenia. The project is planned to significantly upgrade almost 600 km (373
miles) of highway from the southern Armenian border with Iran all the way to the northern city of
Bavra on the Armenian border with Georgia.?*°

Backed in part by the European Investment Bank, the NSRC has also received funding from the
Asian Development Bank, whose two largest donors are Japan and the United States.?* The total
project cost has been estimated at $3.5 billion, with progress made at the route’s northern end, but
a slower pace of work along the more complex southern end of the corridor.?*> On November 5,
2025, the office of the Armenian prime minister announced a new tranche of government funding
for the project, targeting both construction and the surveying and safety assessments still needed
along other sections, underscoring the uneven pace of progress across the corridor.?*

Like the INSTC, the NSRC runs along a north-south axis and could theoretically function as a
competitor to the INSTC. Yet given Russia’s broader influence over key sectors of the Armenian
economy, the NSRC could also be seen as a complementary Armenian effort to expand its

own transit links with Iran, much as Azerbaijan has done. Tehran has long supported deeper
connectivity with Armenia to improve its own access to Georgian ports on the Black Sea.?*
However, because the corridor’s terminus at Bavra makes Armenia dependent on political stability
in Georgia to sustain Thilisi’s role as a key transshipment hub, the Georgian Dream government’s
growing alignment with Moscow has dampened expectations and heightened vulnerabilities should
Armenian-Georgian relations deteriorate. As a result, the prospects for this route to develop into a
major regional trade conduit remain limited.?*

Geopolitical Risks: Regional Tensions and Divergent Incentives

Geopolitical factors remain the greatest impediment to the full implementation and development
of the INSTC as a truly robust and viable multimodal trade corridor. As the recent resumption of
hostilities between Iran, the United States, and Israel demonstrates, major sections of the INSTC
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lack firm security. This section outlines the key tensions between critical regional players and their
potential impact on the route’s viability.

The corridor’s primary vulnerability centers on the geopolitical risks currently facing Iran,
particularly in light of escalating tensions with the United States and Israel over the country’s
nuclear enrichment and ballistic missile programs, which contributed to the resumed U.S.-Israeli
military strikes against Iran.?*¢ Given Iran’s centrality to the project, the functioning of the INSTC

is highly dependent on the country’s internal stability. In the immediate future, the ongoing
conflict will force Tehran to divert its limited funds from economic and infrastructure projects

and toward regime preservation and survival. As this report has showcased, the INSTC, while
currently operational, remains incomplete, with critical segments such as the Rasht-Astara railway
still unfinished and constrained by the crisscrossing pressures limiting Iran’s investment capacity.
Given the reality of the recent hostilities’ scale and unknown end date, it remains unclear as to
when and how—or even if—Iran’s leadership will be able to effectively execute non-defense-related
development initiatives, even if such initiatives are ostensibly a priority, like the INSTC. Even before
the latest round of hostilities, Iran’s status as a heavily sanctioned state created real impediments to
the INSTC’s full development. With no firm peace agreement between Washington, Jerusalem, and
Tehran in sight, the deterrent facing would-be investors appears even more significant.

However, even in light of the ongoing U.S.-Israeli strikes against Iran, experts, including analysts
from the U.S. National Intelligence Council, drawing on CIA assessments, consider full-scale regime
collapse in Iran unlikely: Authoritarian control in Iran rests on cohesive, coercive institutions, and
its security apparatus has repeatedly demonstrated loyalty and willingness to crush dissent.?*

Even in the event of some sort of change in Iran’s political leadership post-2026, the resulting
Iranian government is unlikely to shift to a decisively pro-Western geopolitical orientation. Given
Iran’s “diffuse centers of power,” a more plausible outcome is a nationalist leadership, composed
largely of members of the IRGC seeking to maintain its strategic autonomy and maneuverability by
preserving selective ties with both Russia and China, and with members of the pro-Western camp.
One potential example is the new leadership of Syria under Ahmed Al-Sharaa. After the fall of the
Assad government, the country’s new leadership has not entirely broken ties with Moscow, despite
the Kremlin’s military backing of the previous regime. Instead, the new Syrian government has
worked hard to maintain its geopolitical room for maneuver, and, in fact, is currently engaging with
a range of partners to rebuild Syria after years of war, as well as reestablishing territorial control in
the hands of the central government. On the other side of the equation, Moscow is likely to continue
engaging with a similarly flexible hypothetical successor government in Iran, including on mutually
beneficial trade and connectivity projects like the INSTC.?#

Yet, even under today’s more Russia-friendly Iranian government, the bilateral partnership between
Moscow and Tehran may in actuality be more contentious than it appears. While Russia and Iran
share autocratic systems and adversarial relations with the West, their cooperation is also shaped by
long-standing rivalry. First, both countries are hydrocarbon exporters competing for limited market
share, particularly within the context of sanctions.?° The two countries also have divergent interests
in the Caucasus and Central Asia, as well as vis-a-vis other Middle Eastern states. Beyond a shared
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strategic and ideological goal of challenging Western dominance in the international system, Russia
and Iran tend to lack a fully aligned geopolitical agenda. Their strategies differ even vis-a-vis the
United States: During the 2024 presidential election, for instance, Russia reportedly backed Donald
Trump, while Iran was accused by U.S. authorities of plotting to assassinate him.?! These factors
could potentially put further strain on the INSTC’s full implementation, especially in a scenario
where Moscow is willing to sacrifice the option of more forcefully backing Iran’s defense in the
name of preserving a more favorable rapport vis-a-vis Washington.

Beyond the fragile Russia-Iran relationship, India’s position toward the INSTC has been growing
increasingly equivocal. Initially, New Delhi embraced the corridor as an alternative to the Suez
Canal route, both to increase its own export potential by reaching new markets like Central Asia,
and as a counterweight to China-backed infrastructure initiatives like Pakistan’s Gwadar port within
the larger BRI framework. More recently, however, increased U.S. pressure to limit economic
engagement with Russia and Iran has complicated this approach. Although India has benefited from
a 2018 U.S. sanctions exemption for Iran’s Chabahar port, Washington tightened its policy in 2025,
offering India only a temporary waiver valid until April 2026. However, following the resumption of
U.S. and Israeli attacks on Iran and a resulting jump in global oil prices, the U.S. Treasury provided
India with a separate sanctions waiver for the purchase of Russian crude already floating at sea,
likely pointing to a willingness on the part of Washington to provide New Delhi with a greater
degree of flexibility in its economic relations toward Russia.?? For now, though, New Delhi has
adopted a more cautious posture toward the INSTC, seemingly limiting its operations at Chabahar
port. Yet, considering India’s deeply held commitment to strategic autonomy in its foreign policy, as
well as Chabahar’s potential role in strengthening India’s presence in the western Indian Ocean and
preventing an overreliance on Chinese-controlled critical infrastructure, it is unlikely that New Delhi
will completely abandon the project.?3 Still, at least in the foreseeable future, the country’s financial
investment will likely not go beyond the $120 million already spent on Chabahar’s development.

Given Beijing’s interest in supporting initiatives that reduce
dependence on Western-dominated routes, future Chinese
investment in INSTC-related infrastructure projects that also
complement the BRI remains a distinct possibility.

In the near term, Moscow and Tehran may need to seek alternative financing and partners,
providing further impetus for an expanded Chinese role in the INSTC. Such a shift, in turn, may
raise concerns from New Delhi, given that it was the China-India rivalry, bolstered by India’s
growing fear of Chinese encirclement, which in part shaped India’s original interest in the INSTC.
China’s own stance toward the INSTC remains ambiguous: Despite a long-term strategic cooperation
agreement with Iran valued at around $400 billion, Beijing has shown limited direct interest in the
corridor.?* Nonetheless, given Beijing’s interest in supporting initiatives that reduce dependence

on Western-dominated routes, future Chinese investment in INSTC-related infrastructure projects
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that also complement the BRI remains a distinct possibility. However, if [ran remains the site of
rolling U.S. and Israeli air attacks, China will face a deterrent to active participation in the INSTC,
especially given its plethora of alternative infrastructure investment opportunities globally. Without
aresolution to the current insecurity facing any sort of large-scale infrastructure inside Iran, it is
unlikely that China will gamble on increased capital expenditure inside the country.

The corridor’s prospects may also be constrained by escalating tensions between Turkey and India,
whose bilateral relations have deteriorated due to Turkey’s military cooperation with Pakistan,
particularly in drone technology, as well as its stances on Kashmir.?* India has responded by
deepening ties with Turkey’s regional rivals, including Greece, Armenia, and Israel.?*s Although
Turkey is not directly involved in the INSTC, its promotion of competing east-west corridors may
reshape the economic and strategic environment to the project’s detriment.

The situation is further complicated by Azerbaijan’s political support for Pakistan, as well as alleged
Iranian drone strikes against Azerbaijan’s Nakhichevan exclave as part of Iran’s strategy to bring
the present conflict to other countries in the neighborhood and thus to indirectly exert pressure on
the United States and Israel to end their campaign. These issues create further uncertainty for the
corridor’s western branch.?’

Meanwhile, many Eurasian states maintain ambivalent stances vis-a-vis the project. While wary

of provoking Moscow, they increasingly turn to alternative partners like China, Turkey, India,

or different Middle Eastern states. Armenia and Kazakhstan are prime examples of this kind of
hedging. Both states want to avoid provoking Russia’s wrath in the form of military intervention

or economic coercion, but neither country feels the need to defer to the Kremlin entirely, given
that its hands are tied down in Ukraine, and that alternative partners continue to probe the region
for opportunities. Armenia’s frustration over Russia’s inaction during recent rounds of hostility
with Azerbaijan has contributed to the country’s gradual effort to reorient itself more toward the
European Union and the United States, even if Russian economic and political influence inside the
country remain robust. In Kazakhstan, shifting regional dynamics and declining public confidence
in Russia have reinforced President Tokayev’s multi-vector foreign policy, which includes balancing
relations between the West, China, and Russia.?® The Russia-Azerbaijan relationship deteriorated
to one of its lowest points in the post-Soviet period in 2025, following disputes over the December
2024 crash of an Azerbaijani aircraft, Russian police raids targeting Azerbaijanis in Yekaterinburg in
June 2025, and disagreements over regional security more generally. These tensions have reportedly
led Moscow to place greater emphasis on the eastern branch over the western route of the INSTC.?*
As a result of this complex dynamic, the region’s commitment to the INSTC remains ambiguous.
According to Eurasia expert Jeffrey Mankoff, his conversations with officials and analysts in the
South Caucasus point to uneven levels of commitment, with many states engaging with the INSTC
largely to signal compliance with Moscow and thus avoid provoking the Kremlin’s wrath.?¢°
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Conclusion and Policy
Implications

ince 2022, the INSTC has become more politically salient, consequently receiving a higher
degree of strategic prioritization from Russia and Iran. After two decades of only limited
progress, sanctions pressure and supply chain insecurity have compelled both states to
expand their alternatives beyond Western-dominated trade routes and infrastructure. At least
in terms of diplomatic coordination, official attention, and political rhetoric, the corridor has
appeared to receive a new lease on life. For Russia, this shift reflects a deeper and more durable
long-term strategic reorientation away from the West and toward the Global South, which will likely
persist even if Western economic pressure connected to the war in Ukraine were to slacken.

However, multiple challenges continue to block the corridor’s full implementation. Financially,
INSTC development requires substantial joint investment, with ongoing and scheduled
infrastructure projects in Russia and Iran together accounting for two-thirds of the corridor’s
estimated $38.2 billion infrastructure spending.?®' Yet bilateral trade between the two countries
remains modest, and at the same time, sanctions and fiscal constraints restrict the capacities of
both Tehran and Moscow to invest the capital required for the corridor’s development.?¢ For these
reasons, Russia and Iran may be open to Chinese investment. Such a move is likely to raise concerns
for India, though it would not likely kill the project. These factors—including the collapse in the
security situation on the ground in Iran—have likely delayed the INSTC’s progress. While it is still too
soon to determine the full extent of damage caused by U.S. and Israeli strikes on Iran, the message
to potential investors is clear—Iran remains unsafe for the extensive development of in-country
infrastructure.
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In terms of existing and planned logistics across the corridor, the western route offers the highest
potential traffic volumes, along with the most efficient shipment times. However, it is the eastern
route, despite being less developed, that holds greater long-term promise because it faces a less
complex geopolitical environment and overlaps with a broader set of connectivity initiatives
favored by India and Central Asian states, particularly in combination with the development of the
Chabahar port. The transcaspian route is arguably the most problematic of the INSTC’s three legs,
hindered by the increasingly shallow Caspian Sea, among other factors.

Furthermore, the INSTC continues to face major structural weaknesses. Its most critical

logistical gaps, particularly the missing Rasht-Astara rail link as well as issues with gauge
compatibility, remain unresolved, and progress is slow, hindered by ever-present and intensifying
Western sanctions and related financial burdens on Russia and Iran. In terms of relations with
Azerbaijan, Iran’s required partner for completion of the Rasht-Astara line, increasing tensions
on Iran’s northern border with the Israeli security partner poses a clear threat to deeper
economic engagement.

The broader geopolitical situation in the region also remains complex due to the diverging interests
of regional actors, many of whom appear more supportive of the project on paper than in practice.
The corridor fits into a mosaic of connectivity projects across the broader Eurasian landmass. At
times, these alternative projects compete with the INSTC, while at other points, they complement
its structure and offer multiplier effects through linkages and overlapping constructs. Through
effective intersection with China’s BRI, the Middle Corridor, TRACECA, and other Eurasian
transport projects, overall INSTC capacity could expand significantly, linking east-west routes to

its north-south axis. However, emerging alternatives such as TRIPP, backed by Turkey, the United
States, and their allies, create competitive pressures that could reduce the transit roles of Iran and
Russia in the South Caucasus. For now, the physical impact of U.S.-Israeli strikes on Iran remains
unclear. However, short of the low-probability scenario of regime change in Iran, the current round
of hostilities is unlikely to alter the strategic interests of Moscow and Tehran in the INSTC, nor their
political commitments to diversification away from Western-dominated economic structures.

If critical gaps such as the Rasht-Astara rail link are

ultimately completed—and if Russia and Iran continue their
success in developing non-Western-controlled payment
platforms—the corridor will become harder to disrupt and

more deeply embedded in regional trade patterns, including
sanctions-evasion activities, rendering potential future sanctions
less damaging for Moscow and Tehran.
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Yet, even with these existing financial, logistical, and geopolitical constraints, the INSTC can still
function as an important sanctions-circumvention trade corridor. This is demonstrated both by the
post-2022 increase in Russia-Iran maritime freight via the Caspian Sea, including through the Anzali
port, and by new investments in the related port infrastructure aimed at doubling cargo capacity.?*
If critical gaps such as the Rasht-Astara rail link are ultimately completed—and if Russia and Iran
continue their success in developing non-Western-controlled payment platforms—the corridor

will become harder to disrupt and more deeply embedded in regional trade patterns, including
sanctions-evasion activities, rendering potential future sanctions less damaging for Moscow and
Tehran. Additionally, even if the INSTC-related infrastructure in Iran may have been damaged in the
recent U.S.-Israeli air campaign, already built or refurbished critical infrastructure nodes in other
participant countries remain unscathed and can be put to use if a favorable geopolitical situation
emerges in the medium to longer term.

Western policymakers trying to blunt the INSTC’s sanctions-circumvention potential need to
strike a balance between curtailing its capacity for evasion and not penalizing participating states
for legitimate infrastructure development on their sovereign territories. Western governments
cannot sanction countries such as Azerbaijan for upgrading rail lines on their own territories, but
they can restrict joint investments in Russian and Iranian segments of the route and limit access
to the financing, insurance, and logistics services that are required to facilitate the corridor’s

full completion.?* Furthermore, Western efforts could exploit emerging tensions among INSTC
stakeholders. Divergent interests within platforms like BRICS, continued political instability inside
Iran, frictions between Turkey and India, the China-India rivalry, Azerbaijan-Russia tensions, and
Central Asian states’ geopolitical hedging all create opportunities for diplomatic leverage that can
complicate deeper cooperation around the corridor.

Finally, shaping the region’s connectivity choices requires altering the strategic and economic
incentives of key regional actors, including Azerbaijan, Kazakhstan, and other South Caucasus and
Central Asian states. In particular, countries of the region will closely monitor how Washington
and Brussels approach Russia and Russia-related sanctions once the war in Ukraine is over. Past
experience illustrates the importance of these signals. For example, in 2016, Azerbaijan signed a
$500 million deal with Iran for the construction of the Rasht-Astara railway, yet, in practice, U.S.
sanctions on Iran’s banking sector meant that this agreement was never implemented, with Russia
ultimately becoming the key investor in this effort in 2023.25 Furthermore, the West cannot just
employ tactical sticks—it must also utilize strategic carrots. The successful promotion of the Middle
Corridor by the European Union, as well as the planned U.S.-backed TRIPP project, both showcase
how Western policies can reduce regional dependence on Russian routes, while simultaneously
empowering regional actors to take the lead on driving their own domestic development.26 A
fully fleshed-out Western strategy that includes expanded access to U.S. and EU markets, trade
facilitation, stable security arrangements, and sustainable infrastructure financing can make other
corridors more attractive than those sponsored by Moscow and Tehran.
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