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Northeast Asia Transportation System: Integration Pocess and

Russia’s Participation Prospects

Northeast Asia represents a region of cooperati@nnumber of economically developed
countries, as well as countries which are now tgpittveloping, and also countries having
prospects for growth: Chinese People's RepublmadaRepublic of Korea, Russian Federation,
Mongolia and Democratic People Republic of Korea.

Active foreign economic relations are maintairigd NEA countries with Europe and
other macroregions of the world (Tab. 1).

Table 1. NEA Countries’ Export and Import Volume (2007, billion US dollars)

Country Export Import
China 1,217.8 956.0
Japan 714.3 622.2
South Korea 371.5 356.8
Russia 352.3 191.0
Mongolia 1.9 2.1
North Korea* 0.8 1.6

* data for the year 2003

Source: United Nation Statistic Division (databast#)://comtrade.un.org/

Economic relations between the countries within NEgion are dynamically developing
(Tab. 2).

Table 2. NEA Countries’ Exports (2007, billion US dllars)

From\To China Russian| Japan Republic Mongolia| DPRK
Federation of Korea

China - 28.47 102.01 56.10 0.68 1.39
Russia 15.89 - 7.51 6.16 0.63 0.13
Japan 109.27 10.77 - 54.33 0.15 0.01
South Korea 81.99 8.09 26.37 - 0.17 0.02*
Mongolia 1.40 0.06 0.01 0.04 - 0.00
North Korea* 1.08 0.22 0.06 0.72 n/a -

n/a = not available

* data for the year 2005

Source: United Nation Statistic Division (databak#fp://comtrade.un.org/; Hiroko Imamura A Study Mbrth
Korean Foreign Trade// Far Eastern Studies (Japah)s, May 2007. Pp. 1-15.



The dynamic economic relations require adequatesp@t service: development of
transport infrastructure and rendering high-quadigyvices in cargo and passenger operations.
Therefore, issues of development of transport aggstics are urgent for NEA region. Studies
are conducted on joint development of transportesys of the countries in NEA region. An
increasing emphasis is placed on the applicatidagi$tic principles when organizing deliveries
of goods. In general, joint research and projeappsals are considered by three key countries of
NEA region: Japan, South Korea and China.

The countries in NEA region differ substantially the level of development of the

transport and road infrastructure and the terri{@gb. 3).

Table 3. Development Indices of the Transportain Network (2006)

Territory Territory, Length of Length of | Airports, | Waterways,
thous. railways, highways units thous. km
square km thous. km thous. km
China 9,596.96 75.44* 1,930.54* 467 124.00
Japan 377.835 23.47 1193.28 176 1.77
South Korea 98.480 3.47 102.29 105 1.61
Russian Far East 6,169.3 8.07 66.5% 14 23.7¢
North Korea 120.54 5.24 25.55 77 2.25
Mongolia 1,564.116 1.81* 49.25* 31 0.58

* data for the year 2005
Source: The World Factbook 2008 https://www.cia;ginansport in Russia. 2007. Moscow, 2007. 198 p.

Transportation systems of Japan and the Republi€oogéa are formed, and currently
upgrading of their separate components is perforr@dha’s transportation system is rapidly
developing. The difference in railroads densityNBA countries is single-order, motor roads
density — two-order. On the one hand, it predeteesiithe economic development of the
territory, and on the other, depends on its devakm. Despite significant differences in the
development of transport infrastructure within lingits of NEA countries, research is conducted
on joint development of the transport systems ofANEountries. An increasing emphasis is
placed on the application of logistic principlesemhorganizing deliveries of goods. In general,
joint research and project proposals are consideydtiree key countries of NEA region: Japan,
South Korea and China. As examples of joint resegmojects in the transportation sphere
works of key research institutes and transportmiggdions can be cited, for instance:

research works of the Economic Research InstitoteNbrtheast Asia (ERINA,
Japan) on studying the network of internationahgport corridors in NEA region, on

connecting South Korea, Japan and China by fermcse



projects of the National Institute for Research &dsement (NIRA, Japan)

Big Loop (or Express Circuit System) and Transgooh links for Inter-city networking
around BESETO Corridor;

projects of the Korea Transport Institute (KOTI, uBo Korea) on studying

Integrated transport market for Korea, China andada studying of technical and

economic aspects of reattachment of the Trans-Kdredlway, etc.

So far Russia has not been an active participatiieointegration process in the transport
sphere in NEA region. There is not enough infororatior academics and businessmen from
Japan, South Korea, and China on prospects of &sissclusion in the integration processes in
the transport sphere. The level of research workhia direction is low, joint projects are
practically lacking. In my report I'd like to giverospects for the development of the transport
system of the Russian Far East and its potentiaht® development of transport cooperation in
NEA region.

Russia as a member of economic cooperation in NEgfon cannot and does not wish to
remain outside the ongoing integration processesthim transport field. There are all
opportunities for an effective use of the extenswne rich in natural resources territory of the
Russian Far East as a transport contact zone betMEA countries and Russia, and as a transit
territory in interaction of NEA countries with camies of Europe. This is facilitated by the
changed internal policy of Russia, which can beattarized as a “turn towards the east”, i.e.
special attention is given by the federal authesitio economic development of Siberia and the
Far East. One of key issues of these regions’ devetnt has become an advanced development
of the transport-logistic infrastructure. It israd step, as the general economic development of
such an extensive territory cannot proceed witheutetwork of transport communications,
which provide not only transfer of cargoes and eagsers, but also unity of the economic space
of the state.

Russia’s Far East occupies 6.2 million square kétars, which represents 36 % of
Russia’s territory (Fig.1). The Far East and adigrterritories possess rich mineral and timber
resources. The Far East is a border territory anders on Japan, China, and North Korea.
The capital of the Far East, the city of Khabarguskocated at a distance of 6,167 km (in a
straight line) from Russia’s capital Moscow; thetdnce by rail is 8,181 km.

These factors determine the main lines of developrokthe transport system in Russia’s
Far East:

service of intraregional transport operations;
shipment of export-import and transit cargoes;

service of transportations to western and centuasR's regions;
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One of the main tasks for Russia is developmerheftransport system of Siberia and

the Far East. The Far Eastern Federal DistrictussR’s gateway to countries of the Asia-

Pacific region. Here starts the Trans-Siberian Kruailway and the highway Moscow -

Vladivostok with branches to Kazakhstan, Mongolémd the Korean Peninsula. Internal

waterways along the Amur river with the ports ca@bveshchensk, Khabarovsk, Komsomolsk-

on-the Amur, Nikolaevsk-on-the Amur and seaportadittostok, Vostochnyi, Posyet, Zarubino,

Nakhodka, Vanino, Kholmsk provide transfer of fgreitrade and transit cargoes. Today in the
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District there is regular air service on 1,115 @utes. In Russia’s Far East there are 102
airfields, ten of which receive international flighVladivostok, Khabarovsk, Blagoveshchensk,
Yuzhno-Sakhalinsk, Petropaviovsk-Kamchatkiy, Anadmovidence Bay, Neryungri, Yakutsk,
Magadan.

At present, the state policy for the developmerthefFar East is aimed at developing the
infrastructure branches of the economy, in pardicthe fuel and power sector and transport
system. In the transport sphere, it is plannedniglement a number of major projects making it
possible to change the configuration of the Fat’E&asnsport system, to enhance the use of its
transit potential.

One can single out several priority directionstfug development of transport in the Far
East during the period till 2020:

projects in the field of the railway system deveiegmnt;
development of seaport infrastructure;
construction of highways;

development of the components of the logistic stitacture.

Development of the Russian Far East’'s Transporte®ys

In July, 2008 the “Development Strategy of Railwigansport in Russia till 2030” was
approved. This strategy determines projects and éixecution time in the field of construction
and modernization of railways, railway stationseTlans for the development of railways are
closely connected with the necessity for the dguwmlent of Siberian coal and iron ore deposits,
export of oil and development of container trapsithe route Europe — Asia.

The strategy contains a section devoted to thelolewvent of railways in Russia’s Far
East. Construction is envisaged of railroad lindsctv will raise the mobility of the population,
of access roads to deposits, access roads to sgapimr. Building of railways to the largest
deposits of raw materials in the east of Russingkample Elginskoe coal deposit, Chineyskoe
deposit of polymetallic ores) will allow their ddgpment. The strategy contains two
development options: the minimum and maximum OnNE%e mMinimum option envisages
construction on the territory of the Russian Fastba new railway lines of 4,088 km and
construction of side tracks of 1,159.2 km. The maxn option will provide competitive growth
of Russia’s transport system and enhancement afdhetry’s national security. Construction is
envisaged of bypass roads to the territories ajhimring foreign countries, and a railway line
to Bering Strait. This will create conditions ftretdevelopment of northern areas of the Far East
and allow the creation of a Russia-USA railway samtinental corridor. Thus, implementation

of the maximum option of the railway transport depenent strategy will lead to cardinal



changes in the world trade relations between thedtan, Asia-Pacific and North American
regions. The transit role of Russia’s railway tgao$ will be increased. In accordance with the
maximum option, construction of 9,123 km is enveshgwhich is more than has been
constructed over the whole previous period (nowléngth of railways in the Far East is 8,073
km), and construction of side tracks of 1,521.5(king. 2).

Fig. 2. The Scheme of Railway Construction in Russis Far East in the Period till 2030.

Another trend in the development of Russia’s transgystem in the Far East has
become an increase in the capacity of seaportprésent on Russia’s Pacific coast there are 32
seaports in operation. The main are ports of Vdstpic Vladivostok, Nakhodka, Vanino,



Sovetskaya Gavan'. These ports have a direct acoed®e Trans-Siberian and Baikal-Amur
railways. They are basic links in export-importngportations of Russia with NEA countries.
For example, the port of Vostochnyi handles a guaot the exported volume of Russia’s coal.
Development of these seaports is key for the Fat. Baojects for the ports for the period till
2020 are as follows:

Vostochnyi —construction of container terminals;ilding of a coal terminal;
construction of facilities for grain transshipmehbtiilding of transshipment facilities
for frozen cargoes.

Vladivostok — construction of container terminalshe oil tank farm
reconstruction.

In 2005, a “Federal law on special economic zomeshe Russian Federation” was
passed. In 2007, additions were made to the lasigm@iag creation of special economic zones
on the basis of seaports and international airp{utet zones). In June, 2008 a special
commission of the Russian Federation Governmeriadigt that in the sea port of Sovetskaya
Gavan (the Khabarovsk Territory) a special econonoice of a port type will be established.
Special economic zones of a port type are createdd years. The establishment of a special
economic zone presupposes a humber of prefereocés fesidents: exemption from profit tax,
exemption from value-added tax for a number of geatc. The seaport of Sovetskaya Gavan
together with the port of Vanino forms a singlengport-industrial center. In the long term, it
will be one of the key points of development ofnsport-logistic services in the Russian Far
East.

Building of a new port in Kozmino Bay will becom@e more point of development of
sea transport in the east of the country. This wdltbecome an end point of the pipeline system
Eastern Siberia — Pacific Ocean. It will becomelaading point for oil shipping to countries of
the Asian region.

Other key infrastructure projects of sea transgevielopment include:

diversification of the port industry according toetlong-term plans of foreign
trade development;

modernization of safety systems in navigation;

development of the systems providing navigationiserand safety of navigation;

improvement of inspection (or customs) facilities tustoms control of bulky
cargoes and other.

Russia’s geographic position, its dimensions, tHeeady existing and planned
infrastructure objectively turn our country intdirsk, a specific transport bridge between Europe

and Asia. In this case Russia’s advantage is niyt the shortest distance for the delivery of

7



cargoes, but also that the bulk of the way is mhfgecargoes through a single administrative
space, crossing the least number of borders. Atl plotentially simplifies the transit procedures,
reduces the time and paperwork connected with piategtion. Important also is the factor of

political stability of the territory where transis performed. The current level of Russia’s
development has allowed its shifting from issuesegbnomic stabilization to issues of

development, and now at all levels of managemeistatear that the country is slightly lagging

behind in the development of transport infrastiuetand this lag is to be eliminated.

Russia can play the role of integrator of two tpors systems - European and Asian. The
current development of Russia’s transport infragtne is linked with creating an integral
multimodal transport-logistic system, underlainrbgional systems. As a result, it is possible to
achieve reduction of the time and cost of cargovegl from NEA countries and South-East

Asia to Europe and back.

Integration Opportunities of Russia’s Transportati8ystem in NEA Region

The formation of the transport infrastructure oé tRussian Far East is considered in
interrelation with the development prospects ofittternational transport system in NEA region.
In this connection the following projects are oéafrinterest:

reconstruction of the Trans-Korean main line asdcannection with the Trans-
Siberian Railway;

Oil transportation for export through the pipelsystem Eastern Siberia-Pacific
Ocean and oil harbor in Kozmino Bay;

Development of the system of cross-polar routes;

Functioning of the route "Europe — APR" with the wd the Northern Sea Route
(NSR);

Building of a railway Europe - Japan;

Construction of a transcontinental railway "Eurep@sia -America”.

Reconstruction of the Trans-Korean Railrodthe project consists in restoration of a
railway communication on the Korean Peninsula betw®PRK and the Republic of Korea
(Trans-Korean Railroad) and subsequent connecfidmiline to the Trans-Siberian railway. It
is one of the international projects in the tramsgphere, the performance of which has been
discussed in recent years. Since the start of @igodiscussion of the project in 2000, numerous
negotiations have been conducted on various aspactthe problem with multilateral
representation of countries, as well as bilateegotiations. The Russian side has taken a

number of steps for the implementation of the mije



onsultations and research work have been condyeféu the delegations' visits to
DPRK) on studying the condition and determining tbquired work on reconstruction of the
railway section with modernization of the trackusture, engineering structures and other
objects;
- a multivariant feasibility study of the projearfthe construction of the Trans-Korean
railway on the territory of DPRK (for various roogj lines) has been worked out;

reconstruction of the railway line from the placktbe junction with the Trans-

Siberian railway to the border station with DPRunction Baranovskiy near Ussuriisk in the
Primorski Territory — the station Khasan) has beemne.

In June, 2003 rails on the sites of demilitarizedes were joined both from the direction
of the Republic of Korea and DPRK. Later a triagitron the reunited railway was started. In
April, 2008 in Moscow the president of the JSC "8las Railways” Vladimir Yakunin and the
minister of railways of DPRK Kim En Sam signed ageration agreement. An agreement was
reached on joint implementation of a pilot projg¢hasan — Rajin”, including reconstruction of
a section of the railway “Tumangan — Rajin”, coastion of a container terminal in the port of
Rajin, and subsequent operation of that infrattinec For realization of the project a contract
was signed, under which the JSC “Trading Hous@é@Russian Railways” (on the Russian part)
and the port of Rajin (on the North Korean parfate a joint venture "RasonKonTrans". It will
provide attraction of investments to finance thejgxt, and also involve contractors for design
and construction work. The joint venture is credtedhe period of 49 years with the following
distribution of shares in the registered capit@l:% with the Russian side and 30 % - with the
North Korean side. At the first stages of projesalization the container flow which may be
involved in the Trans-Siberian railway, is estinthtg 55-80 thousand TEU, which constitutes
about 10-15 % of the existing container flow betw&suth Korea and Europe. In August, 2008
in Pyongyang a contract of rent of the railway mecfTumangan —Rajin was signed and an
agreement was reached on the commencement of wonke¢onstruction of the railway and
building of a container terminal in the port of RajThe contract is concluded for the period of
49 years. An agreement was reached to considgrabsbility of reconstruction of the railway
in DPRK on the section Rajin — Namyan (border w@&hina) with a view to arrange
transportations of cargoes in transit traffic withina. This direction is considered by the parties
as quite promising, which can become a next sthgeatization of the project Khasan— Rajin

(Fig. 3).



Fig. 3. The Scheme of Options of Realization of th@roject for Reconstruction of the

Trans-Korean Railway.

Oil Transportation for Export through the Pipelisgstem Eastern Siberia-Pacific Ocean
(ESPO pipeline) and Oil Harbor in Kozmino BagSPO pipeline is constructed for oil
transportation to the Russian Far East and to nedéehe Asia-Pacific region. The system will
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be technologically connected to the existing mapelnes of the company "Transneft". The
estimated ESPO pipeline’s flow capacity is 80 maillitons of oil per year. The route length is
over 4,770 km, with the terminal point being a ngpecialized sea oil port in Kozmino Bay
in Primorie Territory. The first turn of the consttion Taishet — Skovorodino (2,757 km) is
started in April, 2006. The second stage envisagestruction of the oil pipeline’s segment
Skovorodino-Pacific coast and an increase in tipacsy of the sea terminal.

The construction of a special sea oil port in Kazmbegan in April, 2008, and will be
finished by the end of 2009. Within the first stagfeESPO pipeline oil will be delivered to the
sea by rail and transhipped to tankers with deaglweip to 300 thousand tons. The initial
capacity of the port will make up 15 million tonerpyear, at the second stage it will be increased
to 50 million tons. According to experts, curreathinologies of oil storage and delivery make it
possible to provide necessary conditions for pkegem of the ecosystem in Kozmino Bay
and the adjoining territory.

Development of the cross-polar routes systéhe project is based on establishing air
routes from North America to Southeast Asia throtigh Arctic Ocean, Siberia and Yakutia,
creation of a new straightened route "Arctic" pagsideways Norway through Novaya Zemlya,
Yakutia and Japan. The development of cross-paates provides saving of time and fuel
during flights from North America to Southeast Askor example, for an hour of flight the
Boeing - 747 uses about 11 tons of fuel. The cpmdar routes make it possible to save
seasonally from 40 minutes to 2 hours of flight awén more. The ecological component of the
project is also important, in fact, significant vetion of the flight time means smaller
consumption of fuel and, consequently, fewer halngfmissions. In the future not only
passenger nonstop flights on cross-polar routelsbeildeveloped, but also cargo flights - with
refueling at the airports of Siberia and the Russiar East.

The Route "Europe — APR" with the use of the Nantls2a Route (NSR)he condition
for realization of this project is completion ofr=truction of the Amur-Yakutsk trunk railway
on the section Berkakit-Tommot. In this case theitebe a new route of cargo shipment from
European countries to APR: NSR - the Lena rivdie Amur — Yakutsk railway - the Trans-
Siberian railway -APR. The first to show interasthis route is China, which gets an alternative,

fast access to the European market.

The government of the Russian Federation and thé/Rkstry of transport are taking
measures to develop international commercial n&eigaon NSR. In 1993-1998, an
international research program "Northern Sea RQUSROP) was carried out. Foreign experts
have estimated potential volumes of transit cardoedISR in the volumes from the west of up

to 5 million tons and from the east - 3 million $orWithin the framework of this program an
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experimental commercial trip of the Russian tramspessel "Kandalaksha" on the route port
lokogama (Japan) - Northern Sea Route - port KekgiiNorway) was conducted in the summer
navigation of 1995. It proved that a foreign shippsing NSR in summer navigation, can speed
up by 15 days the delivery of cargo in comparisati the southern route through Suez Canal
and get in each trip the cost saving of up to 3@fusand dollars. A Russian operator of the
icebreaking fleet for navigating each foreign véssal gain income of no less than 100

thousand dollars. However, to provide transit e@ei on NSR year-round and precisely on the
linear schedule, update of the Arctic fleet is fieggh The government has already allocated
necessary funds for designing the new generatierbreakers. According to the subprogram
"Sea transport” within the federal target progrdvtotiernization of Russia's transport system for
the period of 2002-2010", it is planned to build tt&nsport vessels of the ice class. However,
the development of NSR is one of priority direciaf Russia's transport policy. The Northern
Sea Route, given the availability of a safe systémavigation and sufficient icebreaking fleet,

will be alternative transportation way in interameintal transport communications.

The Europe — Japan RailwaBuilding this railway, in a narrow interpretatiois based
on the idea of uniting the transport systems ofsRuand Japan. In broader terms, this project
provides an opportunity for Japan for overland asc® a number of countries in Europe,
primarily to Finland, Poland, Hungary and Czechidjch is conditioned, first of all, by the
remoteness of these countries from the main Europeds and proximity to the Russian border.
To implement the project it is necessary to comstru

a branch railway line Komsomolsk-on the Amur - calpa&zarev (stations
Selekhino- Nysh);

transport connection continent — Sakhalin island;

a connecting element between Sakhalin (RussiaHak#éaido (Japan).

Besides, it is necessary to finish reconstructibra gailway network in the Sakhalin
island. Both connecting elements of the transpdrastructure can be constructed as a bridge
(combined railway - automobile or railway), or agianel passage. Connection of Sakhalin with
the continent is designed in three variants: a¢unh12.4 km; a bridge — 6.6 km; a dam — 15.6-
17.8 km depending on the location.

In Japan the idea of trans-border railway arouséismal interest. A public organization
"For connecting Japan with the Eurasian contingrdpularizing and promoting execution of the
project has been created. Russian experts' assgssimnine project is not a simple one. The
supporters of the project lay their basic hopeshmnsupposed switching of container transit
from the sea route to railways of Japan and sulesgcquutlet to the Baikal-Amur Mainline. The

critics note that Japanese railways are basicabygthed for internal passenger service and are
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not adapted for the transportation of containerstdrnational standard. The Japan's transport
system is originally oriented towards sea trangimms. Not having its own raw materials the
country imports them from abroad. Industrial entiegs are located near seaports, through
which finished goods are also transported. Theeefioe main problem consists not so much in
the construction of connecting elements (a bridg&nnel, a dam), but in a drastic change of
Japan's transport system. In fact transportatiossvden Sakhalin and the continent are
obviously not big enough to make it investment aative. At the least estimate, for the
construction of a railway connection investmentsrageded in the amount of 70.2 billion rubles
(67.5 — for the construction and 2.7 billion rublefor purchasing a rolling-stock). The expected
payoff period will constitute about 30-40 yearskiftg into account public efficiency - 20-35
years).

Transcontinental trunk line "Europe - Asia — AmalicThe project of joining transport
systems of Europe, Asia and North America by coesitvn of a railway passage across the
Bering Strait is more remote in time perspective b€ implemented it needs coordinated efforts
of three countries: Russia, the USA and CanadanRhe Russian side the project provides for
construction of a railroad line on the territory tife Republics of Sakha (Yakutia), the
Kamchatka Region and the Chukchi Autonomous Reg@mnecting the existing Trans-
Siberian and Baikal-Amur railways with a point bktplanned passage across the Bering Strait
(village Uelen). Three variants of the projectedroad line have been worked out: northern,
southern and combined.

The link between the countries is envisaged agwaypassage across the Bering Strait,
opening to the coast of Alaska (USA), where it éeessary to construct a railroad line, which
will then go through the territory of Canada anth jthe existing transport system of the USA.
The general length of the required railroad lireesstimated at about 4 thousand kilometers. The
volume of required investments is estimated awal lef 50-60 billion US dollars, the expected
volume of transportation can make at the minimunm@0on tons, at the maximum - 90 million
tons, with the project pay-off period being 20-4a¥s.

The above projects of integration of Russia’s fpantation system into the international
transport system of NEA region indicate the maeaarof future cooperation. Some of them are
already being implemented at present through mtojects: connection of the Trans-Korean
Railway, a new route for oil export through the EBpipeline system and oil harbor in Kozmino
Bay. However, realization of transport projectsuiegs quite a considerable amount of time.
Russia has opportunities and a desire to improzérémsport system and to expand international
cooperation in the transport sphere. Therefolis,necessary today to discuss and choose correct
ways of integration in the transport sphere in Niggion.
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