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Introduction

The goal of this chapter is to present the main purpose of the thesis to the reader. Research question, investigative questions and background to the topic will be represented.
International aspect and key concepts will be defined. Also, demarcation of the topic will
be explained together with the benefits of the thesis to the stakeholders. After this chapter,
the reader will get a clear understanding of the choice of the specific theoretical framework and research methods of the thesis.
1.1

Background

Finland and Russia always had a good trading relationship. Nowadays, the trade situation
changes slightly due to the sanctions and the effect of the other economic factors. But the
countries still continue export and import the high variety of products to each other.
2018 was a year of growth for Finish economy because of the advantageous financial
conditions, productivity development and high demand for export. The increase reached a
point of 2.9% in 2018 and it is predicted to rise thereafter by 2.2% in 2019 and by 1.7% in
2020 (Suomen Pankki Eurojärjestelmä).
The figure below indicates the growth of imports and exports in Finland and it can be seen
that over the past few years those indicators present a stable increase.

Figure 1. Finnish Exports, Imports and Trade Balance (Statistics Finland).
The main imported products in 2018 were from chemical industry and accounted 17.4%
from total imports. Electric and electronics industry products with 14.3% are on the second
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place. Then, products from mining and quarrying had a share of 12.9%, transport equipment represented 10.8%, machinery and equipment had 8.6% and other products calculated 36% of the total imports (Statistics Finland official website).
Furthermore, in 2018 Finland exported forest industry products that accounted 20.5% of
the total exports. Chemical industry products were on the second place with the share of
19.3%. Next, metal and metal products established 15.5%. Then, machinery and equipment, electric and electronics industry products and other products indicated 12.8%,
11.7% and 20.2%, respectively (Statistics Finland).
In comparison, Russian economic growth continues after a slowdown in the end of 2017,
supported by a high trade demand, mainly in manufacturing sector. The increase reached
a peak of 3.1% in 2018, comparing with 2.4% which was observed during crisis in 2016.
From the political point of view, there are still the risks of new trade tensions and tariffs
from the USA and China (World Bank Group).
The highest exports in Russia in 2018 were in mineral fuels including oil and showed
52.9% of the total share of exports. On the second place were steel and iron with 5.2%,
then, cereals with 2.3%, gems and precious metals with 2.2% and machinery and wood
with the equal shares of 2% each (World’s Top Exports).
The greatest number of Russian imports in 2018 was 18.3% of total imports share in the
machinery industry. Electrical machinery and equipment was on the second place with
12.6% of the total share. Then, there were vehicles with 9.9%, pharmaceuticals with 4.4%,
plastics and plastic articles with 4.1%. Finally, optical, medical and technical apparatus accounted for 2.8% of the total share of Russian imports (World’s Top Exports).
The figure below represents the main trading partners of Finland in the year 2018. It
shows that Russia is the third biggest market for Finland after Germany and Sweden.
However, Russia has the highest share of imports among other Finnish trade partners. In
comparison, it is on the seventh place in exports, following after Germany, Sweden, Netherlands, USA, China and United Kingdom. Other represented countries have rather similar
numbers for imports and exports.
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Figure 2. Foreign Trade by Countries 2018 (Tulli 2018).
The figure below shows the main product categories which are exported to Russia. The
chart shows that the industrial machinery has the highest number of 24.1% in the total exports share and showed an increase of 13% comparing with the last year. Next, the exports of chemicals also increased by 2%, wood and paper manufactures grew by 3%. On
the other hand, there are some categories, that declined significantly from the year 2017.
For example, the share of total exports of electric machinery and equipment dropped by
22%. The amount of exported petroleum and products reached a share of 5.6% which is
15% lower than in the previous year. Additionally, the shares of food and instruments and
apparates declined by 7% and 5%, respectively.

Figure 3. Exports to Russia by Products 2018 (Tulli 2018).
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The figure below displays the products categories which were imported from Russia in
2018. It shows that more than the half (57%) of the total share of imports represented by
the import of petroleum and products. The number is 3% higher than in 2017. Also, there
is an increase by 61% in the shares of other products, by 16% in chemicals industry and
by 3% in gas industry. However, there are also imports share declines represented. The
share of metal industry decreased by 77%. The proportion of coal reached 2.3% which is
16% lower comparing with the previous year 2017. Also, the percentage of wood industry
fell by 6% in 2018 and electric current – by 3% in 2018.

Figure 4. Imports from Russia by Product Groups 2018 (Tulli 2018).
In conclusion, the overall value of exports to Russia increased by 1% comparing to 2017
and reached EUR 0.2 billion. The total value of imports decreased by 20% and was evaluated to be EUR 0.8 billion (Tulli 2018). Despite all the fluctuations in imports and exports
between Russia and Finland, those countries still remain important trade partners to each
other. Thus, Russian-Finnish market is in need of the logistic alternatives in order to be
able to fulfil the needs. There is a variety of the ways to deliver products from one country
to another, but some of them are more suitable than the others in terms of costs, delivery
time, distances and customs clearance. Thereby, the correct choice of the transportation
mode is able to make transportation of goods between Russia and Finland faster and
more convenient.
This thesis gives the author possibility to show her skills and knowledge in Supply Chain
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Management (SCM) and Logistics field. Also, there is a chance for her to get some experience from the communication with companies for her future career.
1.2

Research Questions

The objective of this thesis is to identify possible difficulties for companies that could have
arisen in transportation of goods between Russia and Finland in the year 2018.
The research question of the thesis can be worded as What were the challenges in land
transportation of goods between Russia and Finland in 2018?
Research question is divided into investigative questions as follows:
IQ1. What issues could arise in land transportation?
IQ2. What challenges international transportation of goods between Russia and Finland
could cause in 2018?
IQ3. How can companies overcome challenges in international transportation of goods between Russia and Finland?
The table below presents the theoretical framework, project management methods and
outcomes for each project task.
Table 1. Overlay matrix
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1.3

Demarcation

Demarcation of the thesis was made according to the specific criteria. First, one possible
way of transporting goods was chosen, which is land transportation. Because it is the
most common way to deliver products from Finland to Russia and vice versa. Secondly,
this thesis will describe specifically trade relationship between two chosen countries in order to eliminate unnecessary customs procedures that differs from country to country.
Thirdly, Russian-Finnish trade relationship was chosen due to the fact that Russia in the
third biggest trade partner for Finland. Both imports and exports from the EU to Russia
and vice versa were elected. Moreover, the author of the thesis is able to get access to
the country information on her mother tongue. Finally, the thesis will be focused on challenges, that might be faced during land transportation.
Demarcation in this thesis was done in order to limit the amount of studied and researched information. Moreover, with the help of demarcation the author will be able to
give clear answers to the investigative questions and research question, which will not
contain any unnecessary details.
1.4

International Aspect

The thesis contains a clear international aspect, since it looks into international trade relationship. There will be companies from both Finnish and Russian sides participating in research. Moreover, the final results of the research could benefit companies from both
countries.
1.5

Benefits

Companies, which are taking part in transportation of goods between Russia and Finland,
could benefit from the results of the research. Large companies might already have an understanding of possible difficulties while delivering good from one country to another, but it
may be different situation with smaller sized businesses. Thus, for small-scale companies
it could be more beneficial to know what issues may arise during product transportation
between Russia and Finland. Moreover, ways of avoiding potential challenges might be
an area of interest as well.
Additionally, this specific topic could benefit to the companies, which would like to internationalize and start new trading relationship with some companies from abroad. With the
help of this thesis those companies will get a deeper understanding of how the process of
international transportation works.
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Finally, the thesis will provide the author with wider range of knowledge in SCM and Logistics sphere. Since the topic is strongly related to the working life, it might be beneficial
to the author in the future career and work placement. Moreover, it could provide with
some useful contacts.
1.6

Key Concepts

Freight forwarder provides different kinds of services transported by one or more transportation and has such responsibilities as goods transportation, loading, storing, handling,
packing, distribution related services, advisory services (Logistiikan Maailma 2018).
International transportation is a transportation of goods or passengers according to the
international agreement using various modes of transport, where points of departure and
arrival are located on the territory of different countries, as well as transit transportations
(Sergueyev 2004, 303).
Land transportation is a transportation of goods or people using roads or rails (European
Environment Agency 2018).
1.7

Risks and Risk Management

There is a possibility that the author to get not enough answers for the survey part of the
research. That is why additional interviews were added in order to get more detailed answers and explanations, if needed, from the representatives of the companies. Otherwise,
the thesis topic does not seem to be risky.
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2

Introduction to International Transportation

This chapter will include theoretical framework which was used to study the topic. It will
explain all the aspects of the international transportation such as international contract,
documents that are necessary for the transportation of goods across the international border and special rules that control every shipping. Additionally, the functions of freight forwarders will be described. In the end of this chapter the reader will get the whole picture of
the international transportation and how it can be organized.
2.1

Regulatory Documents for International Transportation

All international transportations are regulated by a set of documents which were established throughout the years. There are five major conventions which control each and
every shipping. The first is the Convention on the Contract for the International Carriage of
Goods signed in Geneva in 1956. It describes the basic right and obligations of the parties. This convention determines the application area, the conclusion and fulfillment of the
agreement for the international transportation and the arbitration. The contract between
the parties could not be valid if there are any deviations from the clauses of the convention. (United Nations.)
The next document is the International Convention for the Unification of Certain Rules of
Bill of Lading established in 1924 in Brussels. It explains the areas of the responsibilities
of the parties in case of losses and damages of the transported goods. Additionally, the
convention designates the amounts of fines if to be paid, the currency of payment and
force majeure events when parties are not able to claim for any financial reimbursement.
(Laws, Codes and Legal Acts of the Russian Federation.) However, the convention regulates mostly maritime carriages.
Another document is the Convention for the Unification of Certain Rules Relating to International Air Transport from 1929 Warsaw. It is a set of rules specially for the air transportation of goods. As well as the Convention on the Contract for the International Carriage of
Goods, Air Transport convention establishes a set of rights and obligations for the carrier,
transportation documents, additional acts about combined transportation with different
transportation modes. (Electronic Fund of Legal and Regulatory Technical Documentation
part 1.)
The fourth regulatory document is the United Nations Convention on International Multimodal Transport of Goods signed in Geneva in 1980. It includes the rules and regulations
for all transportation modes and indicates the specifications for the carriages that include
8

the usage of two or more different modes of transport (Electronic Fund of Legal and Regulatory Technical Documentation part 2). The United Nations Convention on International
Multimodal Transport of Goods convention can be called a unification of all previous conventions.
The final document is Customs Convention on the International Carriage of Goods by TIR
Carnet from 1975. Nowadays, the unique international TIR regime for road transportation
authorizes the delivery of the cargo between the customs of the countries of departure
and destination excluding the payment of any fees and additional inspections at the borders of transit countries which are the part of the TIR Carnet Convention. Such measures
significantly rise the efficiency of export-import operations and support the development of
trade between countries-participants of the convention by simplifying borderline and customs formalities in the field of the international road transportation. (Ministry of Foreign Affairs of the Russian Federation.)
2.2

International Transportation Contract

International Transportation Contract is the most important document in international
transportation. It describes all the nuances and provides the full information about the
cargo delivery. The contract is usually made in two languages of the parties. However, if
both parties speak the international English language and are ready to collaborate on it,
the contract can be in English also. In Russian-Finnish case there are three possible options. The first one is the contract in Russian and Finnish languages. The other two options relate to the companies that know English language. The contract in this case can
be either Russian-English or Finnish-English. Every successful contract has to include a
specific set of parts that give a clear image of the fact of cargo transportation. (Sergueyev
2004, 375.)
First, the contract has to state who are the “Seller” and the “Buyer” in the international
transportation. Companies have to specify their full names and representatives who are
responsible for the deal. The next part is the object ant volume of the delivery. The full description, price and quantity of the goods can be presented separately as the supplements
to the contract, but the parties have to indicate the subjects that are defined as “Goods” in
the contract. (Sergueyev 2004, 375.)
Then, prices and total sum of the contract has to be stated. In this part parties describe
the components of the costs for the goods, the total sum of the contract and attach the
supplements with the detailed description of the prices for the all transported products.
(Sergueyev 2004, 375.)
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The third part has to show the basis of delivery which is Incoterms. Incoterms are the various rules that explains how exactly the cargo will be delivered and who is responsible for
the delivery. Next, time and terms of the goods shipment describes when the cargo will be
delivered to the buyer, under which terms and conditions the shipment will be conducted
and what documents will accompany the delivery and will be provided to the buyer.
(Sergueyev 2004, 375.)
The next section should be about packing and marking. It usually describes how the
goods will be packed and what will be in the packing list. For example, packing list might
include the country of origin of the goods, order number, net and gross weight, consignee,
contract number and the place of destination. (Sergueyev 2004, 375.)
The sixth part is terms of payment. It shows the agreed order of the payment for the
goods. For example, the “Buyer” can pay in two equal parts and the second payment
should be done during the specific stated period after the “Buyer” gets the notification from
the “Seller” about readiness of the goods for loading. (Auto Right Protection.)
The next part in warranty. Here the warranty period of the goods is indicated, warranty
and non-warranty cases are described. Also, this part decides who is responsible for the
shipment of the goods according to the warranty cases and during what period the delivery can take place. (Sergueyev 2004, 376.)
The eighth part explains the responsibilities of the parties and states what are the fines in
case any of the party violates its responsibilities. As an example, if the “Seller” violates the
delivery term and conditions, the “Buyer” can request for the financial penalty at a rate of
the specific percentage from the total sum of the contract. The “Seller” has the same right
in case the “Buyer” on its turn violates the payment conditions. (Auto Right Protection.)
The next part, which is force majeure circumstances, describes the situation when the
parties are not responsible for non-fulfilment of the contract obligations if the consequences of force majeure are the circumstances in the country of the “Seller” or the
“Buyer”. For example, the obligations could not be fulfilled due to the natural calamities,
military operations of any kind, strikes or blockades, prohibitions of export or import by
corresponding state bodies. Moreover, this part states the measures that have to be taken
by the parties in order to resolve the situation. (Sergueyev 2004, 376.)
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Then, the following part is arbitration which explains how all the disputes and disagreements, which may arise out of the contract, should be discussed. Additionally, the governing law of the contract is indicated. In case the parties will not be able to negotiate the existing disagreements, the dispute will be referred to and resolved by the arbitration.
(Sergueyev 2004, 376.)
In the final part the parties can include other clauses which were not included in the body
of the contract. For example, all the adjustments and alternations of the contract are valid
only in case of their accomplishment in writing and signed by the authorized representatives of the parties. Moreover, this part can indicate when the contract comes into force,
number of pages, number of supplements, number of copies and the languages of the
contract. (Sergueyev 2004, 376.)
Finally, in the very end of the contract the parties have to specify the full legal addresses
and detailed information about bank accounts where the payment for the goods have to
be transferred. All copies of the contract have to be signed by both parties, which means
that both sides agree with the responsibilities and are ready to fulfil them. (Sergueyev
2004, 376.)
2.3

Documents for the International Transportation

There is a specific set of documents necessary to transfer good from Finland to Russia
and vice versa. It can include up to 8 different documents that have to be carefully filled
and provided for the customs.
2.3.1

TIR Carnet

TIR (or TIR Carnet) is one of the most important documents in the international road
transportation of cargo. It was designed to simplify and make faster borderline and customs formalities. TIR document is valid only on the territory of the countries that signed
the Customs Convention on the International Carriage of Goods by TIR Carnet. According
to the convention, the cargo transported under TIR could be carried through the border
and customs without any additional fees and inspections. TIR Carnet has four copies, one
of which has to be left at the customs. The presence of TIR document guarantees that the
cargo is transported in accordance with the rules of the international road transportation
and the customs duties will be paid in the amount up to EUR 60.000. However, while
transporting expensive goods, the amount of customs duties is usually higher than EUR
60,000. In this case TIR Carnet is not the right document. (VDNK Shipping Company.)

11

In 2013, the Federal Customs Service of the Russian Federation indicated that the TIR
was no longer a guarantee for the payment of the customs duties, especially for import.
Nowadays, customs require such documents as a guarantee certificate, a bank guarantee, a certificate of a customs carrier or customs escort in addition to the TIR Carnet.
(VDNK Shipping Company.)
2.3.2

CMR

The international consignment note or CMR, as well as TIR, is the most important document in international transportation. The CMR is counted as the evidence of international
road cargo transportation executed under the Convention on the Contract for the International Carriage of Goods. CMR includes all the information about the international transportation and is counted as a contract of the international carriage of goods, according to
the clause № 4 of the Convention. (VDNK Shipping Company.)
CMR should consist of three copies: the first to the sender, the second to the carrier, and
the third to the recipient. More CMR copies are advised to be done in case the customs
will want to keep one. The CMR document includes all the information from invoices,
packing lists, export and transit declarations, TIR Carnets and various certificates. It is important to remember that the data from CMR should totally match to the data from the
original documents. (VDNK Shipping Company.)
2.3.3

Transit Declaration T1

T1 is a customs financial guarantee. T1 is used for the cargo that crosses the European
Union in transit or guarantees the delivery of the cargo from the EU border to a customs
warehouse or domestic customs and vice versa. (VDNK Shipping Company.)
T1 is issued by a customs agent in a favour of the European Union customs authorities
and ensures the payment of all necessary customs fees to the EU budget. Transit Declaration can be used as an alternative to the Carnet TIR system and is issued on the basis
of an invoice, packing list and power of attorney from the sender. (VDNK Shipping Company.)
2.3.4

Export Declaration EX1

The export declaration is a document that is executed only for the goods that are produced or sold from the countries of European Union, which helps to control the volumes of
EU exports. EX1 has to be registered at the customs of the departure. In order to have a
right of the return or not to pay the VAT, that is established inside the European Union, the
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seller of the goods should present EX1 with the customs stamp on it, which confirms that
the goods were exported outside the EU territory. (VDNK Shipping Company.)
The Export Declaration has to be included into the package of documents, which accompany the shipment of the goods produced in EU from the seller’s warehouse inside the EU
to the places of destination outside the EU countries. The EX1 is issued by the party,
which has special authorities to do so. Such party may include the supplier, the agent of
the supplier or freight forwarder. (VDNK Shipping Company.)
2.3.5

Import Declaration

The import declaration is a document that is issued for the goods that are produced or
sold outside of the European Union and are imported to the EU countries. In case of the
import, VAT and customs fees have to be paid. (VDNK Shipping Company.)
In order to issue the import declaration, the commercial or pro forma invoice is needed.
Also, commodity code and additional codes are necessary. Next, authorisations, licences
or surveillance documents required by restrictions are essential. Finally, certificate of
origin should be provided as well. The import declaration can be issued by the importer or
by the agent or broker acting on behalf of the importer. (Tulli 2018.)
2.3.6

Invoice

Invoice is a commercial document, which indicates the deal between the buyer and the
seller. Invoice includes the name of the goods, the quantity of items transported with the
unit price and the total amount to be paid for the cargo. Also, the date of issue, invoice
number, names and details of the buyer and seller have to be added. If there are any
taxes for the goods, they have to be specified separately. Additionally, the terms of the
contract, terms and methods of payment and shipment can be allocated in the invoice. Invoice is one of the documents that is carefully examined by the customs and can be a key
to the fast crossing of the border. (VDNK Shipping Company.)
2.3.7

Packing List

The packing list almost always duplicates the information from the invoice. However, besides the information about the sender, the receiver and the name of the cargo the package list includes the weight characteristics of the goods and packages, the volumes and
information about the ways of cargo packaging. There is one main difference of the packing list from the invoice. It is missing such details as the unit price and the total amount to
be paid for the cargo. The packing list is very convenient since with the provided data it
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becomes easy to calculate the cargo space and check the integrity. (VDNK Shipping
Company.)
2.3.8

Certificate of Origin

The certificate of origin of the goods is a standard form of the document, that provides the
description of the goods and includes the confirmation from the state body of the country
that the goods mentioned in the certificate are produced or processed in the country on
whose behalf the state body is acting. Certificate of origin is usually issued by the Chamber of Commerce of the country where the products are manufactured to the supplier. It is
presented only in case the customs clearance of goods requires the confirmation of its
country of origin. The country has no right to issue the certificate of origin for the goods
which were produced in the other country. (VDNK Shipping Company.)
2.3.9

Entry permit

Entry permit is a document issued by the Ministry of Transport of the country to which the
truck with cargo is being sent. Each entry permit has a special number and closes by the
customs during the process of border crossing, which excludes the possibility to reuse it.
There are different kinds of entry permits. Some allow the transit of the cargo in and out of
the country of issue, loading and unloading of the goods. Some allow only transit inside
the country of issue, others permit only loading and unloading. (VDNK Shipping Company.)
2.4

Incoterms

The Incoterms or International Commercial Terms are the set of rules that show the transfer of responsibilities and obligations between the parties. The first Incoterms were established in 1936 by the International Chamber of Commerce. In order to keep Commercial
Terms connected to the modern trade trends, they have been reviewed for every 10 years
from 1980. (International Chamber of Commerce.)
Nowadays, Incoterms 2010 is commonly used. There are eleven rules in total. Seven of
them can be used for every mode of transport, the rest relate to the sea and inland water
transportation specifically.
The first rule is EXW or Ex Works. In this case the seller delivers the goods when they are
placed at the disposal of the buyer at the seller’s accommodation or another named place,
which is factory or warehouse. The seller does not need to load the goods to the vehicle
or clear them for export. (International Chamber of Commerce.)
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The next rule is FCA or Free Carrier. According to FCA, the seller delivers the goods to
the carrier or another person specified by the buyer at the seller’s accommodation or another named place. It is advised to indicate the place as clearly as possible since all the
risks are passed to the buyer at that place. (International Chamber of Commerce.)
The third term is CPT or Carrier Paid To. The seller has to deliver the goods to the carrier
or another person specified by the buyer to the agreed place. Moreover, the seller is
obliged to pay all the costs that are connected with the delivery of the goods to the place
of destination. (International Chamber of Commerce.)
Another rule is CIP or Carrier and Insurance Paid To. This Incoterm repeats the CPT rule.
However, it has one additional condition. Besides the payment of the costs of the delivery,
the seller must contract for the insurance cover for the loss or damage of the goods during
the carriage. The insurance sum must not be lower than the minimum cost of the goods.
(International Chamber of Commerce.)
The fifth rule is DAT or Deliver at Terminal. The seller delivers the goods to the terminal
and unload them from the arriving transport. The risks pass to the buyer as soon the
goods are placed at its disposal at the terminal, port or other agreed place of destination.
The seller carries all the risks connected with the transportation and unloading of the
goods. The “Terminal” could mean warehouse, quay, container yard and road, rail or air
cargo terminal. (International Chamber of Commerce.)
Then, there is DAP or Deliver at Place rule. The seller delivers the goods to the named
place, and they are placed at the disposal of the buyer ready to be unloaded from the arriving mean of transport. The seller also bears the risks connected to the delivery of the
goods to the named place. (International Chamber of Commerce.)
Moreover, there is DDP or Delivered Duty Paid Incoterm. The seller delivers the goods
when they are placed at the disposal of the buyer at the named place on the vehicle ready
to be unloaded. However, the seller bears all the risks for the goods delivery and is
obliged to pay all the customs fees, clear the goods for export or import and carry out all
the customs formalities. (International Chamber of Commerce.)
Finally, there is Delivered at Place Unloaded or DPU Incoterm, which was established in
the end of 2019 and took an effect from the beginning of 2020. The seller delivers the
goods at the disposal of the buyer by placing them at the agreed terminal discharged from
15

the delivery vehicle. The seller is obliged to pay all the costs and has to bear all damage
or loss risks until the delivery. Also, the seller is responsible for the export customs clearance and transit of the goods between the countries before the delivery. The buyer should
take care of the import formalities. (Logistiikan Maailma 2020.)
There are also Free Alongside Ship, Free on Board, Cost and Freight and Cost, Insurance
and Freight Incoterms. They are used specifically for the water transportations and are not
applicable to the other transportation modes.
2.5

Freight Forwarder

Freight forwarder is a person or a company that provides different kinds of services transported by one or more transportation and has such responsibilities as goods transportation, loading, storing, handling, packing, distribution related services, advisory services
(Logistiikan Maailma 2018).
The freight forwarder is an agent between a person or a company and various transportation services that are moving goods by land, air or sea. It uses already established relationships with the carriers in order to reach the best prices for the clients, the fastest possible routes and the highest reliability. The freight forwarders are always aware of the
transport laws and regulations of different countries, all the necessary documentation involved into the international transportation and the market of the shipping companies.
(Universal Cargo Shipping Company.)
The freight forwarders provide a variety of services in order to make the transportation
easy for the customers. First, they have consulting services, that include marketing researches of the transport markets, consultations of the clients with the goal of the creation
of the transportation contract, identification of the most rational route of delivery, modes of
transport and suitable carrier. Additionally, freight forwarders calculate the cost and the
possible date of the delivery. (Koroleva & Cherepanov 2004, 11.)
The other functions are the organization and registration of the transportations. They include conclusion of the contracts between the parties, sending the applications to the carriers, agreement on the dates of the transport arrival and delivery of the goods. Moreover,
the obligation of the freight forwarders is to prepare all the necessary documentation for
the parties. The insurance agreement for the goods is also done by the forwarders.
(Koroleva & Cherepanov 2004, 12.)
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Furthermore, forwarding agents have to prepare the cargo to the transportation, which includes packing, marking and distributions between the containers. Among the other procedures, freight forwarder transfer goods from the seller to the carrier and then to the
buyer, are in charge of the loading and unloading operations and warehouse activities.
They also are engaged into arbitration, in case such situations occur. (Koroleva &
Cherepanov 2004, 13.)
Finally, the most important function is customs clearance. The freight forwarders have to
prepare and fill all the customs declarations, exports or imports licences, certificates of the
quality and origin of the goods, sanitary, veterinary and quarantine certificates, if those are
necessary. Sometimes, freight forwarding companies might also pay all the customs duties, taxes and other fees. (Koroleva & Cherepanov 2004, 13.)
2.6

Theory Overview

The transportation process is a demanding and complex procedure. It is strictly regulated
with the contract, which is concluded between the parties, and the agreements made between the trading countries. Additionally, it should follow all the prescribed rules and conditions agreed and indicated in the contract. For example, the freight forwarding companies have to operate under the Incoterm rules and know their rights and obligations. The
transported cargo should be supported with all the prescribed documents prepared in the
right order.
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3

Research Methods and Data Collection

The following chapter focuses on the research methods used by the author of the thesis.
The target of the study was to identify the amount and nature of the challenges in land
transportation of goods between Russia and Finland. The objective of the research was
based on the understanding of the main issues, that can arise during land transportation.
Then, the collected data was supposed to be narrowed down to the specific countries, in
the case of the author – to Russia and Finland, and the specific year 2018. Qualitative and
quantitative methods were chosen to fulfil the research in order to get the deeper understanding of the land transportation issues. Survey and interviews were conducted for the
purpose of collection the necessary data. Additionally, the author did the desktop research, which gave her the overall description of the transportation logistics industry in
general and the trade relationship between Russia and Finland in particular.
3.1

Qualitative and Quantitative Research Methods

For the following thesis both qualitative and quantitative research methods were chosen.
There is no quantitative data available on the topic of challenges in land transportation of
goods between Russia and Finland in 2018. For that reason, the author of the thesis
chose primary quantitative research method, which consists in the development of the
questionnaire form and the distribution of it among the target audience. In case of the author, among logistic companies which transport various types of cargo between Russia
and Finland.
Quantitative method gave the possibility to the author to analyze the large amount of the
information received from the target segment and identify the main trends and possibilities
of the year 2018. Quantitative method is suitable for the research on the chosen topic because the results of the survey are based on the massive pattern size (USC Libraries).
Additionally, the questionnaire has clearly defined questions with the given answers provided by the author (USC Libraries). Moreover, all the aspects of the research are carefully planned and designed in advance and final data can be interpreted in the form of tables and charts (USC Libraries).
On the other hand, qualitative research method allows gathering more specific information
and involves direct interaction between the researcher and the study participant. (Qualitative Research Methods Overview). For the following thesis interview was elaborated as an
alternative research method. The participants of the interview had the opportunity to provide the researcher with the broader details, than during the quantitative research. From
the interviews, the author had been able to receive more detailed information on the thesis
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topic. The study participants could respond in their own words which allows the responses
to be more complex, than short answers in the questionnaire from the quantitative research method (Qualitative Research Methods Overview).
The table below represents the main differences between quantitative and qualitative research methods.
Table 2. Comparison of quantitative and qualitative research approaches (Qualitative Research Methods Overview).
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3.2

Data Collection Tools

There are different data collection tools which were used through the research. The first
tool was online survey designed in two languages with Google Forms. It was the easy way
to create and deliver the questionnaire to the potential audience via emails available on
the websites of the companies. Moreover, survey can be answered quickly and does not
require much time. Russian and English languages were used because the survey was
distributed among Russian and Finnish logistics companies. The data collection from the
questionnaire continued for 3 weeks. The survey was focused on the year 2018.
Second tool is face-to-face interviews. The advantage of interview is that it gives the
person, who conducts an interview, an opportunity to receive more detailed information on
the topic. Moreover, unclear moments can be clarified straight away. However, interviews
are more difficult to conduct because company representatives are not always available
for the researcher. Due to occupation of the logistics specialists, the interviews were
conducted with four representatives and lasted for around 30 minutes each and the
participants were from Russia and Finland. Interviews were focused on 2018.
3.3

Phases of Data Collection

In this thesis survey was made as the first phase of data collection. There was a specific
time limit of 3 weeks for the survey to be accessible. Next, there was a phase of
structured face-to-face interviews, in order to enlarge already collected data with more
detailed information. Also, interviews were chosen as an alternative in case the data
collected by survey would have been limited. The interview phase took place after the
data collection from the questionnaire was completed.
The figure 5 below indicates respondents, data collection and analysis methods and
relationship with investigative questions.

Figure 5. Research Design
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3.4

Data Collection Results

The results from quantitative method research, which were gathered from the questionnaire form, were indicated as the tables, bars and charts, which had provided a possibility
to analyse the gathered data carefully. For that purpose, survey results were transported
to Microsoft Excel, where the author could create the necessary data interpretation forms.
The questionnaire was sent to 35 logistics companies located in Russia and Finland. The
researcher managed to get 20 responses, which resulted in a response rate of 57 percent.
The research took place in spring of 2019.
The results from the qualitative method research were captured in handwriting. The findings were deeply described by the author and some data was interpreted as tables, in order to combine all the received answers from the company representatives into the logically structured form. The interviews were conducted during the summer of 2019.
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4

Findings and Analysis

This chapter will provide the results of the conducted research. First, the author will represent findings from the desk top study and give the answer to the first investigative question, which is about the issues that could arise during land transportation. Next, the results
from the survey and interviews will be displayed and interpreted. The gathered information
will give an answer to the second investigative question: What challenges international
transportation of goods between Russia and Finland could cause in 2018? In conclusion,
advices on the third and last investigative question on how companies can overcome challenges in international transportation of goods between Russia and Finland will be extracted from the results of the interviews with the company representatives.
4.1

Challenges in Land Transportation

There are several challenges that logistics companies could have been facing. The first
and the major issue in logistics market is the fuel costs. Since transportation depends directly on the petrol prices, the increase of those causes the raise of the total transportation
costs, which decreases the profit share of the freight forwarding companies in general and
compels the firms to reconsider rate strategies. (Logistics management online journal.)
Next, there is an issue with customer service. Nowadays, supply chain has become more
complex and thus, customer expectations have changed in terms of delivery times and
quality of the provided logistics services. Companies have to choose freight forwarders
that have the right set of skills and attitude and could be able to help the firms in logistics
management and growth in the competitive atmosphere. (Logistics management online
journal.)
The third challenge in land transportation is supply chain visibility. Companies have to
make their operations fully visible for the customers in order to reach accurate on time deliveries in every conducted shipment. The cargo should be tracked to assure that they are
following the right route and delivery schedule. In case of any breakdowns throughout the
process, the customer should receive the notification so that necessary action could be
taken to eliminate them. Additionally, the warehouse work flow should be visible for customers as well. Hence, the client could be ensured that the shipment was delivered to the
warehouse according to the promised timetable, stored in accordance with the given instructions and collected on time. (Logistics management online journal.)
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The fourth issue that could cause an effect on the demand of freight forwarding services is
impact of the economy. It could be affected by such factors as political instability, recession of the manufacturing performance, unstable demand for the specific product and service range. (Logistics management online journal.) For example, in 2018 the logistics market was influenced by the economic sanctions established by the US and the EU against
Russia, that affected the trade between Russia and Finland in particular (Logistics industry portal of Russia).
Moreover, driver shortage could be named among the most significant challenges in land
transportation of goods. Fewer people are interested in the profession and fewer people
are able to enter it because of the age and lack of professionalism. (EU Road Transport
Platform.) Also, since transportation costs are rising partly because of the increase in fuel
prices some companies are cutting their expenses for man power salaries, which makes
people to look for the other alternative positions (Logistics industry portal of Russia).
Furthermore, government regulations also have a significant effect on the international
transportation market. There are products for which different governmental departments
and commissions should give specific kinds of permissions and approvals. In addition, the
zoning permit laws and taxation established by the countries are affecting international logistics market as well as the domestic one. (Logistics management online journal.)
Finally, technology advancement is one of the important issues in land transportation.
Customs clearance system is not perfectly developed in every country. It takes time to upload all the necessary documents, process them and finalize the procedures, so that
some delays in crossing the borders could be caused, which prevents the cargo from on
time deliveries and decreases the customer satisfaction level. (Logistics industry portal of
Russia.)
4.2

Survey Results

The survey consisted of eight questions and was distributed among the company representatives via emails. The questionnaire was kept available for the period of three weeks.
The researcher managed to receive responses from twenty companies.
The first question was about the length of operations. In other words, it was about the experience companies have in the logistics business field. The figure below (figure 6) shows
that there were 2 companies with less than 5 years of experience. Equally, only 2 companies were working from 8 to 10 years. Next, 6 companies were operating from 5 to 8
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years. Finally, the half of the participant companies had an experience in logistics for more
than 10 years.

Figure 6. Length of the operations on the logistics market
The second question of the survey was: Is Russia-Finland route the main direction of your
operations? The figure below (figure 7) indicates that for the three quarters of the
respondents, or 15 companies, transportations between Russia and Finland are the main
business focus. The rest 5 of the companies are not centered on that direction, but still
transport goods along the given route.

No

5

Yes

15

0

5
10
15
Number of participants

20

Figure 7. Russia-Finland as a main transportation direction (n=20)
The third question was based on the frequency of Russian-Finnish transportations of the
companies. The figure below (figure 8) presents that the majority of the companies, twelve
out of twenty, transport cargo between Russia and Finland several times in a week. Next,
3 companies work with a frequency of one transportation in 2 weeks. In comparison, 5
respondents deliver goods between two given countries once in a month. Finally, none of
the firms transport less than once in a month.
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Figure 8. Frequesncy of transportations between Russia and Finland (n=20)
The forth question from the survey form was formulated as if the companies have ever
experienced any challenges during the cargo transportation between Russia and Finland.
The figure below (figure 9) demonstrate that 6 companies did not experience any
transportation challenges during the delivery of the cargo between Finland and Russia.
Thirteen companies sometimes face some challenges and only 1 company is often

Frequency of experience

experiencing difficulties in Finnish-Russian transportation.

6

No, never
Yes,
sometimes

13
1

Yes, often
0

5
10
15
Number of participants

20

Figure 9. Frequency of experiencing challenges during Russian-Finnish transportation
(n=20)
Next, the respondents were asked to evaluate the effect of the economic sanctions of
2018 on the shipping between Russian and Finland on the scale from 1 to 5, where 1 was
no effect and 5 was serious effect. Figure 10 below shows that none of the companies responded with the result of 1. However, 3 respondents gave a rate of 2 to the sanctions issue. Six firms evaluated the effects as 3, the majority with 10 companies rated the given
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challenge as 4. Additionally, only 1 respondent gave a score of 5 or serious effect to the
economic sanctions effect.
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Figure 10. Economic sanctions effect on cargo transportation (where 1 – no effect, 5 –
serious effect)
Another question asked the opinion of the respondents about the most significant logistics
challenges. The figure 11 below points out that eight companies think that transportation
costs are the most important challenge while 1 firm believe that it is government
regulations issue. Seven respondents chose impact of the economy as a significant
challenge in logistics. Lastly, 4 companies placed their choice over the technology
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Figure 11. The most significant transportation challenge (n=20)
The following question was intended to identify if the companies consider the driver shortage as a challenge in transportation of goods. According to figure 12, all 20 respondents
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agreed, that a lack of drivers is counted as the logistics issue. None of the companies answered that they do not think that the shortage of driving force does not affect freight forwarding.
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Figure 12. Driver shortage as a challenge (n=20)
The last question was formulated as follows: Do you think the human factor is able to
cause any challenges in transportation of goods between Russia and Finland? As the
figure 13 below exposes, the majority, 17 out of 20 respondents, think that human factor is
a challenge in cargo transportation. On the other hand, 3 companies do not consider it as
an issue.
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Figure 13. Human factor as a cause of a challenge (n=20)
4.3

Interview Results

Four experts in international land transportation of goods between Russia and Finland
agreed to take part in the interview. All four experts have a wide experience in land transportation of goods between Russia and Finland for more than 10 years and are familiar
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with all the aspects of the shipments. The table 3 below represents the questions that
were asked during the interviews.
Table 3. Interview questions
No.
Interview question
1
Could you think of the challenges that were faced by land transportation of
goods between Russia and Finland in 2018?
2

Do you think that human factor could be considered as a challenge in transportation of goods between Russia and Finland in 2018?

3

In your opinion, how can companies overcome the challenges in international
transportation of goods between Russia and Finland?

Cost of the fuel was mentioned as a challenge in land transportation by experts A and D.
According to the experts, fuels costs were changing significantly during the year 2018.
The figure 14 below confirms the changes in petrol costs in two chosen countries for the
period of 2018.

Figure 14. Fuel costs in Russia and Finland in 2018 (Trading Economics).
Despite the overall trend of the decline of fuel costs in 2018, from February until October
there was an increase for petrol prices in Finland. Expert A and expert D agreed that due
to the raise the companies were forced to cut other expenses in order to be able to keep
the competitive transportation rates. Even there was an overall fuel price reduction in Russia by the end of 2018, the significant changes in April and June caused a slight increase
in total transportation costs and thus, profit losses.
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Then, experts B and C stated that supply chain visibility was a challenge in land transportation of goods between Russia and Finland in 2018. Most of the shipments between Finland and Russia are carried out by medium or small size freight forwarding companies.
The majority of those companies do not have their own websites or portals where every
shipment can be tracked. This cause difficulties for their clients with the determination of
the geolocation of the shipments, cargo status and the delivery schedule. Customers have
to contact freight forwarders directly in order to get all the necessary cargo updates, which
is time-consuming for both parties.
All four experts agreed that impact of the economy and government regulations in combination have significantly influenced the transportation of cargo between Russia and Finland in 2018. Due to the renewed by the US and the EU economic sanctions, the restrictions on the import and export of the specific products were established. The transportations of weapon and any technical supportive items were restricted for import and export. Dual-use goods, which are goods that can serve for the civilian purposes as well as
for the military ones, were restricted for Russian export. Additionally, sensitive
technologies that are used for the oil and gas exploration and extraction were mentioned
in the import and export sanction list. (EU sanction map.) As well, experts mentioned that
even though the goods are transported between Russia and Finland in order to be imported or exported to the third country, the sanction product lists should be checked carefully, because this specific cargo might be included into one or the other country restriction
lists.
On the other hand, all four experts reminded that Russian government reacted with the response measures and import restrictions were announced. According to the Decree of the
Government of the Russian Federation N 778, a set of the countermeasures was established on the imports which included the most EU countries and Finland in particular. The
list of the prohibited goods included meat and fish products, dairy products, fruits, nuts,
vegetables and finished milk products (Universal cargo solutions). The full nomenclature
of the restricted production could be found in the Decree of the Government of the Russian Federation N 778. Experts claim that the decline in product imports to Russia caused
a notable decrease in transportations.
Another challenge identified by the experts B and C was a shortage of drivers. Interviewees affirm that there is a reduction in the amount of qualified drivers due to the unwillingness of the younger generations to enter the profession. The participants B and C of the
interview tell that nowadays a truck driver is not the desirable option to choose as a future
specialization. The shortage is explained also by the aging category of the existing drivers
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together with the low salary satisfaction level and high migration level of drivers to the Europe. Experts B and C state that the majority of Russian small freight forwarding companies had to lower the salaries of the drivers in line with the reconsideration of their strategy
of cutting expenses. In comparison, driver salaries in Finland were notices to have a slight
rise of 1% in 2018 according to figure 15.

Figure 15. Truck driver salary in Finland (Salaries in the EU).
Next, all four experts mentioned that there was a technology advancement issue in land
transportation of goods between Russia and Finland in 2018. Usually, from the Finnish
border side there are no difficulties, customs system is working smoothly and does not require a large amount of time to issue all the necessary documentation. In comparison, the
system from the Russian border side had several significant breakdowns that caused the
delays in the customs data processing and documentation releases. Because of that fact
transportation companies suffered from the postponed schedules and deliveries as well as
from the decreased level of customer satisfaction.
Finally, experts B, C and D believe that human factor had an important role in transportation of goods between Russia and Finland in the mentioned year. On the point of view of
the experts B, C and D, it mostly appeared while crossing the Russian-Finnish international borders. Even though the cargo has a full set of documentation and permits, the
border customs employees from both sided could have conducted the full additional check
of the vehicle together with the transported shipment. Experts claim that that specific factors depends on the individual approach of every customs representative and could not be
affected by any of the external factors.
The table 4 below represents the main findings from the interviews with the experts in land
transportations logistics between Russia and Finland. Seven main challenges were identified for the year 2018 and described by the experts.
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Table 4. Interview results
No
Challenge
1

Fuel costs

2

Supply chain visibility

3

Impact of the economy

4

Government regulations

5

Driver shortage

6

Technology advancement

7

Human factor

Expert A

Expert B

Expert C

X

Expert D
X

X

X

X

X

X

X

X

X

X

X

X

X

X

X

X

X

X

X

X
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5

Discussion

The following chapter will present conclusions made from the research process conducted
by the thesis author. Additionally, it will provide recommendations collected from the interviewed experts on how to overcome identified challenges. Finally, this chapter will describe tlimitations of the study. The learning process of the thesis author will be explained.
5.1

Conclusions

Transportation logistics have always played an important part of the economies of Russia
and Finland, since this two countries are positioned among the major trade partners for
each other. The principal and fast way of cargo delivery between the chosen countries is
land transportation because of the close geographical location. The effectiveness of the
logistics transportation process is vital in order to keep the trade operations between Russia and Finland smooth and fast.
The study of this thesis had a primary goal to identify what were the challenges in land
transportation between Russia and Finland in 2018. The objective of the research was implemented through three investigative questions. Two of the developed questions were
used in face-to-face interviews with the transportation logistics experts.
The first research question was to identify the challenges that could arise in land
transportation in general. The researcher used existing articles and reports in order to find
out what issues could appear while shipping the cargo by land. Throughout the
investigation, the author was able to identify and describe 7 major challenges which are
fuel costs, customer service, supply chain visibility, impact of the economy, driver
shortage, government regulations and technology advancement.
The second investigative question was aimed to the recognition of the challenges that
affected land transportation of goods between Russia and Finland in 2018. The
investigator conducted a questionnaire form and interviews with the experts in order to
fulfill the objective of the investigative question. Seven challenges were identified.
Instability of the fuel prices affected the rates for the shipment of goods between Russia
and Finland. Then, poor supply chain visibility prevented transported cargo from the
careful control. Next, the impact of economic sanctions from the EU against Russia and
Russian countermeasures declined logistics export and import volumes. Moreover, driver
shortage also decreases the transportation abilities. Additionally, low technology
advancement of the Russian side of the border slows down customer clearance
procedures and breaks down delivery schedules. Finally, human factor was considered as
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a challenge due to its effect on the transportation of cargo across the Russian-Finnish
borders.
The third investigative question was established to identify how companies can overcome
the challenges identified in land transportation between Russia and Finland in 2018. The
question was included into the interviews with four logistics experts and described in the
following recommendations subchapter of the thesis.
5.2

Recommendations

The interviewed experts provided the possible solutions for the challenges that were identified throughout the research process.
Unfortunately, the freight forwarding companies are unable to affect fuel prices. However,
experts advise to study the existing governmental forecasts and researches in order to get
familiar with the possible cost variations. Thus, logistics companies will be able to get an
understanding about the following changes and re-estimate their spending strategies. On
the other hand, companies should consider the change to the more fuel-efficient types of
vehicles. For example, diesel can be alternated with the biodiesel or even electric vehicles. Nevertheless, while Finland has the necessary infrastructure for the electric trucks,
the implementation of those in Russia seems quite difficult during current years. As an alternative, Russian transport can be switched to the natural gas which is times less expensive than diesel. On the other hand, experts claim that the solution is a long-term, since it
is impossible to change all the existing transport in one year.
Experts said that in 2018 the new system that gives the possibility to track the shipment
flow of the cargo between Russia and Finland was announced. The loads will be equipped
with the cargo stamps with GLONASS sensors. Information from the sensors will be transferred into the system and will allow the clients to track the loads in real time and receive
the information about delivery and customs status and some other options. However, the
testing of the system begun in 2018, so it will take years to integrate it to the logistics market. The experts could not suggest any short-term solutions, because the development of
the personal tracking mobile apps or systems for each company requires huge financial
investments, which the freight forwarders are unwilling to make due to the rising expenses.
Due to the economic sanctions established by the EU against Russia and Russian countermeasures in 2018, the imported and exported volumes of the specific types of goods
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were declined significantly. Despite that, experts agree that the new opportunities appeared for the transportation companies. In order to increase domestic production, Russia
is willing to invest into machinery and technologies, which are transported from Finland,
since the country is lacking their own developments. The shippers should only be familiar
with the local authorities and their conditions and regulations, be ready for the bureaucracy and different corruption attitude. Additionally, experts mentioned that Russian wood
exports were increasing in 2018, which gave an opportunity for more logistics companies
to switch to the wood transportation.
To overcome the driver shortage challenge, the experts advised to reconsider the attitude
to the drivers. Higher salaries can be offered for the drivers as well as more flexible working schedule. Companies should focus on the life and work balance of their employees. In
order to attract younger generations to the profession, freight forwarders could think of a
possibility of the bonuses to offer for the new-coming employees.
For the solution of the issue with technical gap of the Russian customs clearance system
the experts only could suggest the investment from the governmental side. The processes
of the customs clearance could be developed further with the appropriate IT support so
that the freight forwarding companies would not spend extra time on the border because
of the system breakdowns or slow data processing. However, Russian government is not
planning to finance the improvements in customs clearance sector due to the
establishment of the economic sanctions and the necessity in investments to other
sectors.
Finally, even though the human factor was considered as a challenge, experts could not
provide the researcher with the solution because it depends directly on the customs
employee and his/her approach. The only possible option is to be fully prepared for the
extra checking procedures from the customs side and have all the documentation for the
cargo in order.
5.3

Limitations and Further Studies

The limitation of this study is characterised by the chosen specific data collection method,
which consisted in the primary data collection by conducting the personal interviews with
the logistics specialists. In other terms, the main data was collected from four company
representatives with the rich experience in logistics and transportation of good between
Russia and Finland. Nevertheless, the information that was gained from the experts can
be considered as subjective since it was based on the points of view of the respondents.
On the other hand, there was no empirical data collected on the research topic before.
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Thus, in order to obtain a wider information range, future studies should involve more personal interaction with logistics company representatives. That will allow the future researches to enlarge the number of respondents and minimize the subjective aspect of the
study.
5.4

Learning Process

During the research process, the authors was able to acquire a wide range of relevant
knowledge connected to the trade relationships between Russia and Finland. Moreover,
the researcher earned an understanding of what were the challenges that could be faced
by transportation logistics and what were the issues in cargo shipments between Russia
and Finland in 2018 in particular. Additionally, the author had a unique opportunity to familiarize herself with the customs procedures and documentation necessary for the transportation of loads from Finland to Russia and vice versa. That kind of information was
highly valuable and interesting for the investigator since it is necessary for her future career and was not deeply described during the specialization courses in Haaga-Helia UAS.
Moreover, the researcher could practice her communication skills received throughout her
studies while contacting the company representatives and conducting personal interviews
with each of the experts. The author of this thesis had to think of the questions that had to
be asked from the interviewees and the ways of how the discussion should go in order to
reach the research goal and answer all the investigative questions correctly.
Finally, the English language skills of the researcher played an important role during the
research as the study was aimed to Finnish and Russian logistics markets. Hence, she
had to translate the English version of the questionnaire into Russian language and then
interpret the collected data back into English. The same tactic was used for the interviews.
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