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 This paper intends to make an analyze of booming development of China-Europe Block Trains, and points out the causes to such fast development. Meanwhile, the paper also collects some data of container rate that causes the loss of operation parties, to deal with such challenge, China’s provincial governments provide subsides to maintain such operation, but if it could be sustainable, what are the suitable ways to solve the problems?  Key words: China-Europe Block Train, Rate of FEU, Cost Challenges.   
1. THREE RAILWAY ROUTES FROM CHINA TO EUROPE Now from China to Europe via Russia there are three railway routes, northern, middle and western routes respectively. Traditionally the northern route is from Manzhouli City, the busiest land port in North of China, then through Russian Siberian railway to Moscow and connecting to European cities. Second railway route is from Inner Mongolian’s Erenhot City via Mongolia’s Ulan Bator then to Russian’s Ulan-Ude to Siberian Railway. The third one is the hottest route that has been discussed very much recently, which is from China’s Longhai Railway and Lanxin Railway exiting from Alashankou Port to Astana Kazakhstan to Moscow. All three routes are put in the following map in figure 1. 
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Figure 1 China’s three railway routes to Moscow then to Europe  If all started from Zhengzhou, China’s middle part, to Moscow, the three distances respectively are 7,144 km (Line one via Alashankou), 6,926 km (Line two via Erenhot to Mongolian Ulan Bator) and 9,595 km (Line Three via Manzhouli to Siberian Railway).  2. RECENT BOOMING SIUTATION OF CHINA-EUROPE RAILWAY TRANSPORTATION 2.1 China-Europe Block Trains since 2011 On March 19, 2011, first Block Train from Chongqing, China’s western metropolis, to Duisburg Germany was sent off, which is regarded as “Yu-Xin-EU” Block Train, meaning from Chongqing through Xinjiang Uygur Autonomous Region to Europe. After that, from China to Europe (including middle Asian Region), such block trains have been boomingly developed; there are more than 12 cities, such as Wu-han, Suzhou, Yiwu, and Zhengzhou, named as “Han-Xin-Eu”, Yi-Xin-Eu and Zheng-Xin-Eu respectively, and so on. Until the end of 2016, the numbers of such Block trains have increased up to 1,702 [1]. We put all collected data about China-Europe block trains in the following table 1, to see the increased trend. 

 Table 1 China-Europe Block Trains Development  
Year 2011 2012 2013 2014 2015 2016 June 

Regular Train Numbers 17 42 80 308 815 1 702 
Accumulation 17 59 139 447 1 262 2 964 

Annual Increase – 147 % 90 % 285 % 165 % 109 % 
 In the above table, the data of 2011 and 2012 is come from Mr. Li Zhongyu’s paper, which is pub-lished in Port Economy [2]. Main data above is from the report of “Sino-Europe Block Train Accumulated to 1500”, written by Mr. Peng Qian and Mr. Ma Jian, published in the People’s Railway of China, April 13, 2016.  The report said that until April 6, 2016, the numbers of China-Europe block trains have accumulated to 1,500, the sending cities of which in China are increased to 12. That data of 2016 China-Europe Block Trains reaches to 1702 is come from the annual report of Mr. Chen Dongfu, GM of China Railway Com-pany on January 3, 2017. The services offered to customers are following, transportation document de-velopment, Custom clearance, inspection and quarantine, information follow up, consultation, loading and uploading, and port to port logistics. Daily transportation in China territory is distance of 1,300 km [3].    
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2.2 Why such a booming in China-Europe Block Trains? First of all, this booming phenomenon is based on China’s economic development demand, every inner and western provinces, such as Sichuan, Henan, Hunan, Yunnan, all have the intentions to find a new transportation ways to connect European countries for promoting their provincial businesses. Nor-mally from those provinces, their manufacturing goods need to via railway to coast port then shipping to Europe with more than 40 days. So some companies if they want to ship cargo with urgent time require-ments, they are happy to see a new solution to take the transportation service of China-Europe block Trains. Second, Chinese President Xi Jinping has made the speeches to develop One Belt and One Road as an initiatives to make cooperation between China and the Belt and Road Region countries, which stimulates the enthusiasm of Chinese provincial governments to develop such new ways for its provincial achievements. Among them, Chongqing Municipality Government took the first effort to develop block train to Duisburg Germany, which became a model to follow.  3. THE PROBLEMS FACED BY CHINA-EUROPE BLOCK TRAIN USERS AND OPERATORS 3.1 Railway’s higher costs v.s sea transportation Currently to take a block train to transport cargo from China to Europe, clients should pay a high cost compared with the cost via sea way. For example, the first Yu-Xin-EU block train to Duisburg Ger-many, one FEU (Forty Foot Equivalent Unit) costs USD 8,000–9,000, which is double as via Yangtze River to transit in Port of Shanghai, per FEU 4,000 USD. From another block trine called as Su-Man-Eu, the cost for a FEU is about USD 7,500 (actually charge 6,000 USD with the subsides of 1,500 USD), whereas sea transportation via Shanghai to Hamburg is only 1,800 USD per FEU, which is only less than one thirds of block train’s cost.  3.2 Unbalanced freight direction According to People’s railway report, the block train from China to Europe (Hefei-Hanbao), which is started from June, 2015, has recently been in normalized operation. However, among the 48 China Eu-rope block trains from January, 2016 to November, 2016, there is only one return train carrying goods. From this it should be concluded that the ratio of return trains carrying goods is extremely low, like 2 per-cent. This is a serious problem that need be solved as soon as possible. We know that the accumulation data in the year of 2016, China-Europe block Train numbers are 1,702, but the information from GM of China Railway Company that the return block train numbers are only 572 in the year of 2016, takes about 33.6 % of going to European direction. Also, from China Youth Daily report, the block trains from Yiwu, China’s largest commodity whole sale city in Zhejiang province, since November 18, 2014 Yiwu sent his first block train to Madrid, Spain, till June of 2016, totally sending off 58 block trains to Europe Cities, totally loaded 3,800 standard containers, whereas there are only 296 standard containers returned with the cargo [4], the return rate is only about 8 percent of going to European direction. Such unbalanced transportation situation has caused the costs of China-Europe block trains up, which reduced confidence of parties involved in this new development of intercontinental cargo logistic businesses.  4. RAILWAY ROUTE RATES INVESTIGATION 4.1 Railway rate decision makers From above three block trains of China cargo to Europe, concerning railway rate there are different decision makers involved, such as China, Russia, Mongolia, Kazakhstan, Belarus and European Union Nations. From our preliminary investigation, those railway decision makers have developed quite different rates, which combined into the whole cost for such transcontinental cargo services. Let us see the different situation in following.  
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4.1.1 China’s railway rate decision maker China Railway (CRCT) is China Railway Company’s 100 % subsidiary, which is the container rate decision maker according to market supply and demand. Because of the different costs and demand faced by CRCT’s provincial operation division, the rates are quite different in China’s three lines to Europe, from our investigation, currently the rate is roughly according to the formula like RMB (680 + 2.754X KM), when use the distance from Shanghai to Alashankou (4, 203 KM) which is equivalent to USD 0.42 per FEU per KM, when mileage is less the average per FEU Per KM could be more or less as USD 0.65. 4.1.2 Commonwealth Independent States’ Rate Decision Maker From the literature review, the commonwealth Independent States’ FEU rates are also different. For example, the railway line through Alashankou Pass to Kazakhstan per FEU per km rate is about USD 0.66–0.74, whereas the railway line through Manzhouli pass to Russia per FEU per KM is about 0.39 USD [5]. So we know that in Commonwealth Independent States, railway rates are decided by different decision makers, which may have space to further reduce. These rate information is put into following table 2, for discussion. In this table, we get the average rate in CIS region, which is about half USD per km and per FEU.  
Table 2 FEU Rate in CIS Region (Unit: USD)  

Passing Kazakhstan Rate Passing Russia Rate Passing Mongolia Rate Average Rate in CIS 
0.66–0.74 0.39 0.65 ((0.66 + 0.74) / 2 + 0.39+0.65) / 3 = 0.596 
 4.1.3 European Union’s railway rate decision maker From Phoenix Weekly (2015), the rate from Poland to Germany is about per FEU per KM USD 0.97. The Germany and Czech Republic charged even more than Poland and other EU member countries.    4.2 Comparison of different decision makers of the railway line from China to Europe To take all rate information into table 3, we could see the ratio of each providers, if we take CIS countries’ rate as a base one. 

 Table 3 The Rate information and Ratio of per KM per FEU (Unit: USD)  
Region EU Commonwealth Independ-ent States China 

Per FEU per KM 0.97 0.596 (0.42 + 0.70) / 2 = 0.56 
Ratio to CIS 1.78 1 1.03 
 When we consult some experts in Chinese railway companies, they informed that the rate could be reduced if considering quantity discount and so on. Compare to Russian rate 0.39 USD per FEU per km, it seems that all those rates are still having some space to reduce. Fortunately, from the XI International Rail Business Forum Strategic Partnership 1520 in Sochi ended on 3 June 2016, the Russian Railways President Oleg Belozerov has delivered a speech that “We need to move from competition to cooperation and coordinate our joint efforts” [6]. As a result, the China could come to a cooperation with Russia and Europe to lower the transportation rates together.   
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5. CHINA LOCAL GOVERNMENT’S SUBSIDIES TO THE CHINA-EUROPE BLOCK TRAINS As the high operation costs faced by the logistic companies in China, those companies asked local provincial governments to support such new transportation ways. So first subside event has been seen in Chongqing’s Yu-Xin-Eu case, and then almost all provinces have taken the measures to offer subsides in various means to these X-Xin-Eu block train operations. From Wang Yangkun (2015), some China-Europe block trains rate information as well as subsidies in detail are put into following table 4.  
Table 4 Container Rate and Government Subsidies of China-Europe Block Trains (Unit: USD)  

NAME OF  Route From-To Distance (KM) Rate Days SUBSIDIES 
YU XIN EU CHONG QING to Duis-burg,Germany 11 000 8 900 15~17 3 500~4 000 
HAN XIN EU WU HAN to Chech, Po-land 10 700 12 000 15~17 4 000~5 000 
RONG EU Fast Train CHENG DU to Lodz, Po-land 9 965 10 290 12~14 3 000~3 500 
ZHENG EU ZHENG ZHOU to Ham-burg, Germany 10 245 10 500 16~18 3 000~7 000 
SU MAN EU SU ZHOU to Warsaw, Poland 11 200 7 500 12~15 1 000(has been canceled) 
YI XIN EU YI WU to Madrid, Spain 13 052 1 0000 21 

This is good case without subsides 
YING MAN EU YING KOU to Poland, Belarus and Slovakia 14 000 – 12~13 – 
YU XIN EU CHONG QING to Duis-burg, Germany 11 000 8 900 15~17 3 500~4 000 
 From above table 4, we could see China provincial government’s subsidy is varying from 0 to 7,000 USD per FEU in 2014. Why did such different situation happen? The reasonable explanation for this is that all these decisions of the subsidies are decided by Chinese local provincial governments. The author of this paper would like to point out that China Railways realized that because so many provincial govern-ments involved in this new transportation means development, which all use local name in such railway route, which caused unnecessary provincial region competition to collect cargo sources, and also caused chaotic situation to cooperation internationally. So in order to formulate unified image, China Railway Company in June 2016 announced that all those China-Europe Block Trains are renamed as “China Railway Express”, previous name as X-Xin-Eu as Yu-Xin-EU, Han-Xin-EU, Yi-Xin-EU and Zheng-Xin-EU are stopped to use again. From the above table, we also know that Henan Provincial Government offered extremely high sub-side to per FEU maxim to USD 7,000, while eastern provinces such as Jiangsu and Zhejiang province have not provided such subsidies, this kind of transportation means is more sustainable. Based on our investigation about China-Europe Block Trains cases, we know that now government subsidies are normal cases, so for this research, we use subsidies’ data in table 4 and get average per block train’s government subsidies are about USD 3 542, thinking about the trend to gradually reduce such subsidies, also consulted some managers in this industry, we estimate that USD 2,500 could be the average subsides for each sending off China FEU. According to the data in table 1, to the end of 2016, 
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total block trains from China to Europe are 2,964, which is equivalent to 121,524 FEU (usually per block train takes about 41 FEU containers), so the total amount of government subsides could be as 303 million USD about RMB 2 billion for the period of 2011 to 2016.  6. DISCUSSION FOR COPING WITH THE CHALLENGES Firstly, concerning to the cost issue, sea transportation cost is only 30 percent of block train’s, and the days from China to Europe is 12–17 days, average as 15 days compared with sea way’s 25 days, most normal clients they will choose sea way. Based on the survey did by of He Dan and Li Wenchao (2016) from Ningbo to Hamburg, companies only view the 10 days fast as the value of 200 USD, they are willing to take the rate of USD 2,200 instead of ordinary sea transportation rate as 2,000 USD [7]. So in this case, we can get the idea that normal sea way users are not easy to shift to Block Trains, only those time value are very high will choose to use block train services. We think that the rate of block train from China to Europe could be further reduced to about 10–20 %, which is based on the Russian’s Siberian Railway Rate. Generally speaking, Line Three (via Manzhouli) is longer than Line One (via Alashankou) in the distance of 2,451 KM, relative low rate in Line Three still can attract clients to use its services. Meanwhile we may expect Line One could be further reduced to the same rate like Line Three. Secondly, that destination stations are located on inner land of Europe are suitable to connect Chi-nese block trains, which have the value to fast transportation without needs of unloading and transit again by train or trucks. Meanwhile concerning the return cargo issues, suitable cargo for containers loading are important, as nowadays, Chinese customers have increased a lot for consuming European agricul-tural, dairy and wine products, even portable drinking water, European producers and business people are encouraged to expand their business fields to those mentioned ones. Thirdly, we know that now middle line via Mongolia is relatively few block train passing owing to the single track both in Inner Mongolia and Mongolia, if the infrastructure of the Line Two could be upgraded to double tricks. Then this route will make new contribution to block trains from China to Europe. Fourthly, we realized that unbalanced railway cargo direction in Eastern Asia to Europe is not the new problem, which has been lasted for decades. So every year there are plenty of Wagon and Empty containers need to go back from Europe region to Eastern Russian region, if construct a special ship and special wharf facilities then those empty wagon and containers can get a quite economic rate to back to the Eastern Russian region. Only Russia have the condition to do this like to ship the empty wagon and containers from St. Petersburg to Vladivostok.  
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Китай, Шанхай   ОБЗОР РАЗВИТИЯ И ПРОБЛЕМ СТОИМОСТИ ЭКСПЛУАТАЦИИ МАРШРУТНЫХ ПОЕЗДОВ НАПРАВЛЕНИЯ КИТАЙ – ЕВРОПА  

В данной работе проводится анализ быстро развивающегося направления маршрутных поездов Китай – Европа и указываются причины такого стремительного развития. Между тем, в статье также собраны некото-рые данные о стоимости контейнеров, нередко приводящей к потерям сторон. Для того, чтобы справиться с данной проблемой, провинциальные правительства Китая предоставляют субсидии для поддержания такой операции, но если данная проблема будет возникать постоянно, то какими могут быть подходящие способы решения этой задачи?  
Ключевые слова: маршрутный поезд направления Китай – Европа, стоимость FEU, проблемы расходов.  


