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=1 HEOFEFR—RIRILF—HEE (%)
2000 2005 2015
Coal 69.2 70.8 66.0
Oil 222 19.8 17.1
Gas 22 2.6 5.7
Hydro, Nuclear & Renewable 6.4 6.8 11.2

Source : CNPC (2015)

K4 FEOARIATSA

Source : CNPC (2011)
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WE Il Pipeline:
Runs from Horgos to Guangzhou
Covers 14 provinces |
Total length = 8,700km,inc.8 branch lines)
Design pressure: 12MPa for west section,

and 10MPa for east section
Line pipe grade: X80
Annual thruput: 30 billion m3
Construction duration:2008—2011
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K5 HRFPIFOHARINATSAY
Central Asia Gas Pipeline A, B, C and D Line & WEP Il and lll Line
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Source : SASAC (2015)

X6 HEOHREAT—H
China’s Four Natural Gas Import Gateways

Northwest
Gate N '+

- Northeast
z Gate
‘) =

Southwest
Gate

Source: CNPC 2015
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K2 HEODLNGY—ZFILOIEA(2015%)

Unit : no. of terminals / volume

Under
construction

Operation Planned Total

CNOOC | 8/265mt | 6/13.5mt | 12/33.6mt |26/ 73.6 mt
CNPC 4/10.6mt | 1/3.0mt | 5/15.5mt |10/29.1 mt
SINOPEC | 1/3.0mt | 3/9.1mt | 6/17.9mt |10/30.0 mt
Total 13/40.1mt | 10/25.6 mt | 23/ 67.0 mt | 46/132.7 mt

Source : author's data base
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K1 FPITDAVISREEERE
National Infrastructure Cross-border Total
Sector/Subsector New Capacity Replace-ment Sum Infrastructure ($Bill)
Energy (Electricity) 3,176.4 912.2 4,088.6 82.4 4,171.0
Telecommunications 3254 730.3 1,055.7 - 1,055.7
Transport 1,761.7 704.5 2,466.1 204.6 2,670.8
Airports 6.5 4.7 11.3
Ports 50.3 25.4 75.7
Railways 2.7 359 38.6
Roads 1,702.2 638.4 2,340.5
Water & Sanitation 155.5 225.8 381.3 -- 381.3
Water 47.6 106.2 153.8
Sanitation 107.9 119.6 227.5
Total ($ Billion) 5,418.9 2,572.8 7,991.7 287.0 8,278.7

Source: ADB and ADBI, Infrastructure for a Seamless Asia (2009)
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xR IRFVITVOFEAVISKRE=—X

(US$ Bill)
C(:lrlét;y/ N%r}tllilg:“ DPRK Mongolia IE;SIS;:; Cross-border Total
Sector period 201020 201120 2010-15 201325
Transport 12.6 43 0.7 4.0 0.8 22.4
Energy 31.0 1.0 0.8 0.9 1.2 34.9
ICT 4.0 0.0 0.1 0.0 0.1 4.2
Environment 1.2 0.0 0.1 0.0 0.1 1.4
Total 48.8 53 1.7 4.9 2.2 62.9

Notes: 1. The annual investment needs are obtained for each country or area by dividing the original data by the number of years of the period

covered in the estimates.
2. The environment refers to water and sanitation.

Source: Kawai (2013), which is based on Bhattacharyay(2012) for the Northeast PRC; Hiraki(2003) for the DPRK; Mongolian government (2009) for
Mongolia; and Russian Federation Government (2012) for the Russian Far East.
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Agreed amounts and shares Estimated amounts and shares
Current membership (57) Participation by Japan Participation by Japan & U.S.
Capital Capital Voting Capital Capital Voting Capital Capital Voting
subscr. share share subscr. share share subscr. share share
($ Bill) (%) (%) ($ Bill) (%) (%) ($ Bill) (%) (%)
Regional 75.0 75.0 73.2 90.3 78.2 76.4 108.3 70.2 70.0
China 29.8 30.3 26.1 29.8 26.3 22.7 35.7 23.6 20.5
Japan - -- -- 12.8 11.3 9.8 15.3 10.1 8.9
India 8.4 8.5 7.5 8.4 7.4 6.6 10.0 6.6 59
Russian Fed. 6.5 6.7 5.9 6.5 5.8 5.2 7.8 52 4.7
Korea, Rep. of 3.7 3.8 3.5 3.7 33 3.1 4.5 3.0 2.8
Australia 3.7 3.8 3.5 3.7 33 3.0 44 2.9 2.7
Indonesia 34 34 32 34 3.0 2.8 4.0 2.7 2.5
Turkey 2.6 2.7 2.5 2.6 2.3 22 3.1 2.1 2.0
Saudi Arabia 2.5 2.6 2.5 2.5 22 22 3.1 2.0 2.0
Chinese Taipei -- -- -- 1.7 1.5 1.5 2.1 1.4 1.4
Iran, Islam. R. of 1.6 1.6 1.6 1.6 1.4 1.4 1.9 1.3 1.3
Non-regional 25.0 25.0 26.7 25.0 21.8 23.6 454 29.8 30.0
United States - -- -- -- -- - 20.4 13.5 11.8
Western Europe 20.3 20.7 22.1 20.3 17.9 19.5 20.3 13.4 15.5
Germany 4.5 4.6 4.1 4.5 4.0 3.6 4.5 3.1 2.8
France 34 34 32 34 3.0 2.8 34 24 2.1
U. K. 3.1 3.1 2.9 3.1 2.7 2.5 3.1 2.1 2.0
Italy 2.6 2.6 2.5 2.6 2.3 2.2 2.6 1.8 1.7
Spain 1.8 1.8 1.8 1.8 1.6 1.6 1.8 1.2 1.2
Brazil 3.2 3.2 3.0 32 2.8 2.6 3.2 2.2 2.0

Source: Masahiro Kawai, “Asian Infrastructure Investment Bank in the Evolving International Financial Order.” In Sasakawa Peace Foundation USA,

AlIB: China as Responsible Stakeholder?, August 2015.
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Potential of Eergy Efficiency improviflly in Different Sectors of the
. Economy
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l‘ >
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) Scientific, Finance, Transport,
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] . «Russian Island»
v o

e
D e |

Development of port terminals in Vladivostok:

Ideas l[ Project + ol
-a -

- -

- - < - -
Logistic complex «Dry Port» (Aqua Resources Group)
Logistic (warehouse) complex (Pantos Logistics) I

4 Logistic complex (Group of companies Union)
— [ I -

Port and Industrial
Complex «Sukhodol»

8, g¢ Specialized petrochemical
- ‘w complex, VNKhK (JSC NC Rosneﬂ)
i TN A

17 Solid bulk terminal (coal)

(Summa Group)

Mineral fertilizer plant with port

Development of existing pon terminals : ‘
Evraz NMTP, Nakhodka Fishery port etc. “\ Y

(JSC National Chemical Group)

Intermodal pr

-
Nakhodka )

. A

Zming 20k
& logisti Slavyanka (“Transit DV Group” LLC) } o

-

- “Greater Port Zarubino” (Summa Group)

] N R

P

Posiet Port Modernizati

™ { Industrial & logistic cluster in Slavyanka (‘BERKUT” Managing Company LLC 3
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“Trinity Bay Sea Port” modernization (“SP International Sea Port Zarubino” LLC

(Mechel Group)
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NEW MODEL OF CORRIDORS ROUTING IN PRIMORYE o

Key channel ITC Primorye-1 + Primorye-2:
~320/368 km (shorter on 119/89 km)

. - border crossing points (BCP) on land
. - border crossing points (BCP) in seaports

(O -newideas

m

Pogranichny

Segment from
Khasan to the
connection with the
SLB (rail/road)

Poltavka

ITC “Primorye-1”" + “Primorye-2”
Road/rail ~320/368 km

Y N

+ “Primorye-3” idea

The new model is
oriented at concurrent
development of the |~
Eurasian Economic Union '
and China’s “Silk Road
Economic Belt Project” as
well as “Northeast Asian
Peace and Cooperation
Initiative” and “Eurasia
Initiative” handled by the g
overnment of the

Republic of Korea. s
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Korean East
Corridor

Vladivostok-Moscow

Highway
o
SLB within The junction of many
: routes will form a key
P-Fg:(;ros:;y land corridor channel

which may have
additional “tributaries”.
Thus, we will create a
multimodal port HUB
which may be included in
VLCS lines rotation in
routes between Europe
and Asia and in
trans-Pacific routes.

o
SpguEEmn 4
eLL)

akhodka
Vostochny

Sea lines: China-China, China-ROK,
China-Japan, and other countries of NEA
and APR, including VLCS lines
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Annual real income gains

billions of 2015 dollars

% change from baseline

Total world 492 0.4
Total TPP-12 465 1.1
United States 131 0.5
Japan 125 2.5
Malaysia 52 7.6
Vietnam 41 8.1
Total non-TPP members 27 negl.
European Union 48 0.2
China -18 -0.1
India -5 -0.1
Korea -8 -0.3
Thailand -7 -0.8

Source: Petri and Plummer (2016).
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Peking Univ. (2014) DRC (2013) Petri et al (2015)
2015 2020 2015 2020 2025
Real GDP (%) -0.28 -0.32 -0.14 0.0 -0.2 -0.2
Exports (%) -0.21 -0.25 -0.32 -0.1 -1.1 -1.0
Imports (%) -0.21 -0.24 -0.53 -0.2 -1.1 -1.0
term of trade (%) -0.22
Welfare (Billion USD) -4.1
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(NICE) A %t v a>C

£ HE - B BEDODES
(Unit: Growth rates, %)
2012 2013 2014 2015.1-11
. Exports 7.9 7.8 6.0 -2.3%
China
Imports 4.4 7.3 0.7 -19.2*
Exports -2.9 -10.5 -3.4 -9.8
Japan
Imports 3.6 -6.1 2.4 -20.6
Exports -1.4 2.1 23 -7.4
Korea
Imports -0.9 -0.8 1.9 -16.7

Note: * 2015.1~10.

Sources: IMF. 2015. Directions of Trade Statistics; KITA; JETRO.
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PRC Japan |Mongolia| ROK Russia PRC DPRK | Japan |Mongolia| ROK Russia
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19924 20134
r PRC | DPK | JPN | MNG | ROK | RUS r PRC | DPK | JPN | MNG | ROK | RUS
PRC 1311 463| 1789 346 099| |PRC 7790 1809| 86.82| 2596 6.76
DPRK 0.64 0.07 NA 0.01 NA | |DPRK 0.16 0.00 NA 0.20 0.00
Japan 1375]  21.60 482| 1514 172 |Japan 6.80 0.00 0.25 5.75 373
Mongolia 0.16 NA 0.00 0.01 NA | | Mongolia 0.11 NA 0.04 0.06 0.30
ROK 283| 1370 5.09 041 025| |ROK 413| 1645 790 0.30 282
Russia 275 546 049| 56.62 0.15 Russia 2.24 0.21 1.53 145 181
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2016 Northeast Asia International Conference for Economic Development (NICE) in Niigata, Program

Special Feature

2016 Northeast Asia International Conference for Economic Development (NICE)

in Niigata

Program

28-29 January 2016

Snow Hall, 2F, Toki Messe Niigata International Convention Center

Organizers

Northeast Asia International Conference for Economic Development Executive Committee

» Opening Session:

(Niigata Prefecture; City of Niigata; ERINA)

Participants
A total of 350 persons

s Welcome Addresses
1zumipA, Hirohiko
SHINODA, Akira

s Guests’ Opening Addresses
IsHiIKAWA, Masaki

(Read on his behalf by:
WATANABE, Takashi

= Keynote Addresses

28 January (Thursday), 10:00 to 12:00

Governor of Niigata Prefecture
Mayor, City of Niigata

Director, Japan—Russia Economic Affairs Division, European Affairs Bureau, Ministry of
Foreign Affairs

Marsvo, Hiroki, Principal Deputy Director, Japan-Russia Economic Affairs Division,
European Affairs Bureau, Ministry of Foreign Affairs)

Director, Korea Office, Trade Policy Bureau, Ministry of Economy, Trade and Industry

Northeast Asia and the International Community at a Turning Point in the Postwar International Order and Economy

SHIMOTOMAI, Nobuo

Professor, Faculty of Law, Hosei University
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Keynote Addresses

Northeast Asia and the International Community at a Turning
Point in the Postwar International Order and Economy

SumoTtomal, Nobuo

Professor, Faculty of Law, Hosei University

A quarter of a century after the end of the Cold War the
world appears to be once again standing at a crossroads.
Via the emergence of isolationism coupled with the 2014
Ukraine crisis, conflict in the Middle East, and the shale gas
revolution, “Pax Americana” is coming to an end. As a
result of terrorism by the sectarian group Islamic State,
regional conflict and the sharp fall in energy prices, a great
change in the parameters structuring the international order
is occurring. Furthermore, the international order in Europe
which is troubled by Syrian migrants is showing signs of
collapsing. The keywords here are “international and
regional”, “politics and economics”, and “society and
culture”, and the order leading to these is continuing to melt
down, but a replacement has not yet come into view. In
such a situation, there has been the development at the
beginning of the year of what may be called a Minsk III
regarding the Ukraine conflict, and moves toward the lifting
of sanctions can be seen. I would like to present the
speaker’s own hypothesis as to how such turbulence will
impact the regional order of Northeast Asia.

During the Cold War between the United States and the
Soviet Union, this region saw the emergence of the People’s
Republic of China, and the blistering conflicts of the
Korean and Vietnam wars. In the 1970s, there were the oil
shocks and moves developed toward multipolarity such as
the US—China rapprochement. Subsequently, while there
was Deng Xiaoping’s reform and opening, and perestroika
resolved regional conflicts such as that in Afghanistan, the
collapse of the Soviet Union was a huge change that shook
the world.

After the Cold War, the unipolar dominance of the
United States became evident in such forms as finance, IT,
and overwhelming military power. The 1998 financial crisis
dealt a crushing blow to not only Asia, but Russia also, and
the soaring energy prices that began in its wake, along with
bringing the Putin regime to the forefront, brought a new
twenty-first century composition to this region.

Accompanying such turbulence, the opportunities for
unity and division and for conflict and reconciliation are
both mixed together in Northeast Asia. Although the TPP is
progressing in the Asia—Pacific region, with hybrid
international relations mixing together the United States,
China, Russia, and Japan, and the Korean Peninsula, the
regional and geopolitical problem is the delay in the
formation of an economy and philosophy connecting the
region, in comparison with EU integration, for example,
extoling Westphalian sovereignty and equality.

Having recently grown in political importance globally
as a result of the Ukraine and Syria conflicts, Putin’s Russia
will enhance its strategic partnership with China under the
leadership of Xi Jinping, and continue making up for the

sanctions from the G7. Russia’s eastward shift has been
unfolding, with its hosting in Vladivostok of the 2012
APEC summit and involvement in the sphere of energy,
including construction of the Eastern Siberia—Pacific Ocean
pipeline, and is also entangled in Japan’s post-Great East
Japan Earthquake energy situation. Furthermore, the
Eastern Economic Forum held in September 2015 and the
creation of the Free Port of Vladivostok in 2016 are giving
Russia the appearance of a new Asian nation. How will
such trends relate to the Russian fiscal crisis which has been
growing more serious in line with such things as the plunge
in energy prices from the end of 2014 and the weak ruble?

Meanwhile China is continuing to dream of being an
economic superpower, such as with its One Belt, One Road
and Silk Road concepts and transformation into a financial
superpower via the Asian Infrastructure Investment Bank
(AIIB), but at its feet an economic slowdown, evident in the
Shanghai stock-market crisis, is creeping up on it. Turning
to the Korean Peninsula, the drawing close of the ROK and
China in the political and economic spheres is moving
forward, and there was even irreversible progress on the
comfort women issue between Japan and the ROK at the
end of 2015. In terms of multilateral frameworks, on the
one side there is the TPP, but the stalled six-party talks on
the nuclear issue appear to have become a new global
problem in the wake of the DPRK’s test of a “hydrogen
bomb”. This report will discuss the complex web of unity
and division in this region.

1. The Changing Parameters of the
International Order from the Ukraine Crisis
to the Syria Crisis
In the cradle of global civilization of the Middle East and

Eurasia regions changes are now occurring simultaneously in

all senses, including civilization, religion, politics, and

economics.

Regarding the aspect of international politics where the
agenda has changed rapidly from the Ukraine crisis to the
anti-terrorism campaign against Islamic State in Syria, I
would like to attempt to summarize the problems centered
on the Middle East tripartite relationship, including the
United States, Russia, and Saudi Arabia and Iran. Many
points of contention, from civilization and religion to
economics, are related to these issues.

First is the tripartite relationship for the anti-terrorism
campaign. It is common knowledge that the political rise of
President Putin in Russia is tied up with the issue of
Chechnya. He decoupled Chechen nationalism from Islamic
extremism, and dealt with this problem domestically in the
form of incorporating the former into the system while
clamping down on the latter. Through doing so, after 9/11




in 2001, he made possible a merging of the anti-terrorism
war front with the US Bush administration.

As a result, coupled with the high energy price policies
of the United States and OPEC, it brought Russia massive
energy revenues. Through this, the stability of the Putin
regime and high-rate growth came into being. In particular,
military expenditure of 4% of GDP grew 4.4-fold on a US
dollar basis in the Putin era. In addition, according to the
economist Vladislav Inozemtsev the degree of dependency
on energy in Russia’s exports increased from 39% in 1999
to 69% in 2014.

Second, although the 2003 military invasion of Iraq by
the United States, the world’s most powerful nation,
overthrew the regime of Saddam Hussein, there was no
creation of a new order in its stead, and as a consequence it
spawned a failed state. This resulted in the rise of today’s
Islamic State. At this time, though not meaning they
wouldn’t wield soft power, the US government created the
“Greater Middle East Initiative” in 2004 and embarked on
regime changes of democratization from North Africa to
Central Asia. However, the result of that, while expanding
the action of Islamic extremism, was to further the collapse
of nation states, such as Libya, Egypt, and Syria.

It was the extremist trend in Saudi Arabia, and in
particular Prince Bandar bin Sultan (former Ambassador to
the United States, and secretary-general of the Saudi
National Security Council 2005-2015), that became the
geopolitical partner for US-led actions. Prince Bandar, at
the forefront of the anti-Assad movement, met President
Putin in July 2013, and it is widely held that he made a
threat calling for the acceptance of regime change in Syria
in exchange for security at the Sochi Olympics. President
Putin, who turned down this proposal, acted on peace,
taking the United Nations as a stage regarding chemical
weapons, and the outcome propelled President Putin to the
top of international politics in Forbes magazine. On the
other hand, US President Obama vowed the ending of the
role of “global policeman” and came to pull back from
intervention in the Middle East. A new world disorder came
to be talked of, including a loss of global hegemony and a
G-Zero world.

Third, this led to the unexpected development of
sparking the Ukraine conflict. The poorness of transatlantic
relations aided in the disagreement in the US—Russia
security interests stemming from the eastward expansion of
NATO, and the Ukrainian conflict became a tinderbox
causing the Maidan revolution, the Putin regime’s
annexation of Crimea, and a civil war between eastern and
western Ukraine. This was also the result of the West and
Russia being involved in the original division within
Ukraine (the western part was in the Hapsburg Empire, the
eastern the Russian Empire) and in the collapse of the
economy. The energies of Europe were concerned with the
intensification of the civil war and the deepening of the
US-Russia proxy war, and brought in the February 2015
ceasefire agreement (Minsk II). This timing coincided with
the first terrorist attacks in Paris, the downfall of Prince
Bandar in being suspected of links with Al Qaeda, the
speech on CNN in which President Obama admitted the
facts of intervention in Ukraine, the assassination of Boris
Nemtsov, an opposition politician in Russia, and the
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detailed explanation of the Putin regime’s intervention in
Crimea, and was also a turning point in present-day history.
It is widely held that Russia began its shift from Ukraine to
Syria around this time.

Fourth, the Obama administration declared the end of
“Pax Americana” in September 2013, but in the background
to that the energy dependence on the Middle East ended
with the shale gas revolution, and rather the US economic
and energy situation would be one where United States
would become an energy-exporting nation. Russia, Saudi
Arabia and OPEC have opposed this with increased
production more than price coordination, but this is also
tangled up with the end of sanctions against Iran, and has
brought a large fall in the price of oil. The ties between
Russia, which has come to be frequently joked of as the
“Saudi Arabia of the north”, and Saudi Arabia, appeared to
be strengthening after the 2015 coronation of the new
80-year-old King Salman and the downfall of Prince
Bandar. The determination of global energy prices seemed
to have come to be in the grip of the United States and not
OPEC (stated by Igor Sechin, Chairman of the Management
Board, Rosneft, in November 2015), and this had the result
of encouraging the distancing of the United States from the
Middle East and also vice versa.

The Middle East policy of the Obama administration
has been bogged down, as the 2014 appearance of Islamic
State shows. Islamic State’s very existence is a fundamental
rejection of the modern politics of the separation of religion
and politics. Islamic State is not simply a presence bringing
fluidity to Middle Eastern politics, and through the migrant
problem Europe appears to be on the verge of a crisis of the
sovereign state.

Fifth, the tripartite relations among the United States,
Russia, and the Middle East appear to be bringing an
expansion of Russian influence in the Middle East. That the
supposed bitter enemies, Israel and Iran, put Russia in their
debt, by both not being present for the March 2014 United
Nations’ resolution condemning the annexation of Crimea
is a major factor demonstrating Russia’s standing in the
world. Israel was also dissatisfied with the Obama
administration’s moves toward rapprochement with Iran,
and appears to be moving toward strengthening relations
with Russia. On the other hand, vis-a-vis Iran, the six world
power talks, including the United States, Russia, and
Germany, went into action in July 2015 toward the lifting
of sanctions relating to the nuclear issue, and in January
2016 they were formally lifted.

Russia, under such circumstances, is mindful of Europe
worrying over the stream of Syrian migrants with Syrian
airstrikes and of Islamic moderates, and after President
Putin’s United Nations’ speech in September 2015,
proposed the concept of a “united military front against
Islamic State”. Russia largely took the helm and changed
the direction from US coordination, and the result was a
meeting of the foreign ministers of 17 nations in Vienna,
and France cooperated in particular. The terrorist attacks in
France in November 2015 were no coincidence. However,
the content of the “united military front against Islamic
State” is complex. Saudi Arabia, Turkey, Qatar, and others,
are not unconnected to the extremist trend, and there are
also matters that should be called historical grudges within
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it. Turkey—Russia relations have changed rapidly, and the
issue of Kurdish independence is having an effect.

Summarizing the above points as at the beginning of
2016, first, although the energy self-sufficient United States
has abandoned Pax Americana, including in the Middle
East, it has not offered a vision to replace it. The United
States has an economic advantage, but geopolitical isolation
is making US diplomacy difficult.

Russia cannot ignore the United States, and has started
moving on Minsk III. At the beginning of 2016, the Russian
negotiator Boris Gryzlov visited Kiev, had talks with
Leonid Kuchma (the former president) and Petro
Poroshenko (the current president), and moves toward a
ceasefire in the Minsk negotiations gathered speed. In
addition, the substantive sparks for this conflict were the
United States and Russia, and US Assistant Secretary of
State Victoria Nuland and Russian Presidential Aide
Vladislav Surkov had negotiations in Kaliningrad.

The Middle East has entered a chaotic period
represented by Iran and Saudi Arabia’s breaking off of
diplomatic relations. Regarding the oil-price slump, there
has also been the lifting of sanctions on Iranian crude oil,
and a decreasing trend is inevitable. Saudi Arabia is in a
serious situation, combining the unease of the royal house,
worsening government finances, and the militarization of
regional conflicts. It can be said that in the Middle East
religious, economic and political splintering is progressing.

With Europe again suffering the backwash of the
migrant issue, in early 2016 Austria suspended the
Schengen Agreement. Europe, which had once had
ambitions for a borderless society model, is now going back
to being a region full of borders. It is ironic that in the
birthplace of Westphalian sovereignty an attempt at a
shared national sovereignty is on the retreat.

2. The East Asian Regional Order

In Northeast Asia, in addition to such global trends,
there is the China factor, where the economic downturn
resounds in a country beginning to have political ambitions.
On the good side the skepticism of Russia toward the
Shanghai Cooperation Organisation is on the decline, and
the membership of the organization is growing, including
the formal entry of India. In particular it can be said that
Europe’s participation in the AIIB and the One Belt, One
Road concept was a success for China. There are three Silk
Roads, of sea, land and ice, but the vector of Russia’s
eastward shift differs from them. Russia is going to the east,
while China is going to the west. In particular, regarding
the Arctic route, namely the ice Silk Road, there are the
questions of in what form the Arctic Ocean LNG projects
will develop alongside the steep fall in the price of oil, and
how far infrastructure development will progress amid
Russia’s current fiscal situation.

The Chinese economy continued a high economic
growth rate from the 1980s, but it has fallen into the
“middle income trap” due to excessive investment. The
divergence from statistical reality is marked. It is commonly
held that the index of Li Keqiang showing the actual growth
rate is lower than the published statistical figures. Foreign
currency reserves went from their peak of US$4 trillion to
US$3.33 trillion at the beginning of the year, and US$0.7

trillion was used for crisis measures.

How will this slowdown in the Chinese economy affect
Russia’s eastward shift? Russia’s trade volume with China
slowed some 30% in 2015. Seen from Russia, the drive
toward export to China of energy which it depends on has
fallen. Even if not so, low-price energy resources in the
Middle East will enter China, and it is possible that China’s
Russia shift will slow.

Amid such a situation, that Deputy Prime Minister Yury
Trutnev was the representative at the 2016 Davos meeting
may indicate that there is no change in the eastward shift
being the most important issue for Russia. In fact, at Davos
he put out an investment-oriented new Far Eastern direction
and this January the creation of the Free Port of
Vladivostok began. Looking at Russia’s economic data, it
is not necessarily the case that the actual economic situation
has been declining. How to read the respective major
problems of the ruble, the unemployment rate and inflation
will be issues here on in.

For security, amid the developing of a Minsk III
agreement, while Russia does not say that NATO is an
enemy, there is talk of danger, and it is necessary that we
regard this cautiously.

Looking at an inverted map of Northeast Asia, it can be
seen how the region is connected, including Niigata and
Vladivostok. The process of Russia pulling away from
Europe and shifting eastward is as raised, but it is clear that
China—Russia relations require a common advantageous
point for both parties. China—Russia trade in 2015 was
approximately US$0.66 trillion, and has declined, but there
is probably a decrease of 30% as in Japan—Russia trade,
including the fall in the price of oil.

Touching on Japan—Russia relations, Prime Minister
Abe and President Putin held talks twice in 2015, and there
have been Japan—Russia relations after Foreign Minister
Kishida visited Russia in September. On 19 January this
year Foreign Minister Kishida in reply to a journalist’s
question said that there can be no resolution of the DPRK
and Iraq problems without Russia. I would like to add the
Ukraine problem to this. Japan—Russia relations are not
simple bilateral relations, but have great global significance.
The keyword of Crimea is symbolic for Russian people, but
is also a keyword for Japan—Russia relations. Japan and
Russia concluded the Treaty of Shimoda (1855) which first
drew the border between Japan and Russia and this was the
period in the middle of the Crimean War. After that, Russia
shifted eastward, and 90 years later (1945) at the time the
leaders of the United States, Britain, and the Soviet Union
had talks on the period after the Second World War a
change took place for the Kurile Islands, symbolic for
Japan—Russia relations. Regarding Crimea, we say
“annexation” in English, but as seen by Russians it is
“npucoenunenue” (addition/joining). In any case Japan and
Russia have been desiring a Japan—Russia peace treaty for
70 years, and this year it is exactly 60 years since the
milestone 1956 Joint Declaration.

In summary, regarding Russia, the dilemma has
continued of being unable to reform at times of high oil
prices, and of not having the money when they want to
reform, but now they have begun reform through the price
of oil falling back down. Concerning the Syria problem,



there is a drawing closer to the West, and moves have
occurred toward a resolution between Russia and Ukraine.
When looking for a solution to the Iran problem, why this
cannot be done for the DPRK comes to mind. The Minsk
IIT agreement will bring great potential for improvement in
US—Russia relations. Secretary of State John Kerry
mentioned the possibility of the lifting of sanctions at the
Davos meeting also, and that will emerge around July at the
earliest.

In such a context, it can be said that Japan is unexpectedly
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in an interesting position. Japan has had homework on
Japan—Russia relations ever since the Cold War period, but
with being the country holding the G7 presidency we can’t
help but hope that it will be an unexpected opportunity. It is
my dream only that they invite President Putin at the time
of the Ise-Shima Summit at the end of May, and that issues
such as the global economic crisis, regional conflicts, the
Middle East, Ukraine, East Asia, and the Korean Peninsula
move forward.

[Translated by ERINA]

Development of China—Russia Energy Cooperation

Paik, Keun-Wook
Senior Research Fellow, Oxford Institute for Energy Studies

I began preparing my book (Sino—Russian Oil and Gas
Cooperation: The Reality and Implications) in 2012, and
from the time I put together data from 2010, a lot of things
have changed. In particular, what changed was the scale of
GDP for China and Russia, and it was really shocking to
me. Another huge change was that US$700 billion of
China’s foreign currency reserves was wiped out with the
economic crisis and is a massive amount of money, but they
still retain US$3.3 trillion. How these two big countries
cooperate will have very serious implications, not just for
the two countries, but for regional and global trade as well.
The importance of Sino—Russian oil and gas cooperation is
not only bilateral, but also multilateral. If there is agreement
on and then implementation of multilateral cooperation,
there is a good chance of great change in the Northeast
Asian region for the first time. I will pay more attention to
gas cooperation, because oil cooperation is already ongoing
work.

The Asian part of Russia does not have any
infrastructure except for pipelines. For Russia this region is
still a frontier area. The Eastern Siberia—Pacific Ocean
(ESPO) pipeline is already established, but is limited to oil.
If infrastructure development is to be carried out, there
should be a gas pipeline. The driving force of this regional
infrastructure development is China. China makes large-
scale gas imports from neighboring countries. The
infrastructure development level will be determined
depending on how it is implemented.

What surprised me was that within the Vankor oil
development being undertaken centered on Rosneft, India’s
state oil company, ONGC, is very keen on taking a 15%
equity stake in the Vankor project. Vankor is the most
important oil supply source for the ESPO, and oil
production is currently around 22 to 25 million tonnes per
year, but now they are talking about a very substantial
production decline. In other words, Rosneft is now being
forced to not just focus on the Vankor development, but
also the Krasnoyarsk frontier oil development. Despite the
current low oil price, they need to accelerate comprehensive
oil field development. The dilemma is that on the one hand

Russia is damaged by the low oil price, but on the other
Russia has a pivot to Asia policy and wants to export more
oil to Asia. I would say that the current low oil price is not
going to affect their stance on the pivot to Asia.

Figure 1 is a map produced by JOGMEC, and the
recipients of ESPO oil are China and Kozmino. The
question is whether Russia has the intention of further
developing frontier oil, and at what speed they will pursue
eastern development, including eastern Siberia and
Sakhalin. Last year journalists contacted me to ask why
there was a delay in the construction of the pipeline from
Skovorodino to China’s Daqing field. When the authorities
in Beijing were accelerating the ESPO negotiations, they
projected that the Dagqing oil field production would decline
to 30 million tonnes. In reality, however, it hasn’t declined
that much. This has provided them with some breathing
space.

At the time when the plan for the unified gas supply
system in eastern Siberia and the Far East was announced
in 2003, no one was really expecting that Vladivostok
would have an LNG export port. This illustrates the change
to Russia’s pivot to Asia policy. But the problem was that
after the dramatic fall in the oil price, it was not possible for
them to go ahead with their grandiose scheme in one stroke.

In May 2014 there was a major announcement. It was
the Power of Siberia pipeline, having in mind gas exports
of 38 billion cubic meters (bcm) from eastern Siberia to
China’s Northeast, plus the Bohai Bay region (Figure 2). At
that time the oil price was at the level of US$100. This
memorandum was not legally-binding, however. Then two
months later the oil price started to collapse. Gazprom is in
a very difficult financial position regarding implementing it.

As the initial scheme for the Power of Siberia pipeline
was to export 60 bcm of gas to Asia, including China via
pipeline, and then the Asian market via LNG, it was
planned to put out 38 bem as pipeline gas, and 23 bem from
Vladivostok as LNG. However, this Vladivostok LNG was
very expensive for Japan. From Gazprom’s point of view,
they were talking about US$55 billion of investment in this
new pipeline, but didn’t have the financial room to
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Figure 1: Energy Flows from Russia to China

Drastic Increase of Energy Flow from Russia to Asia
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maneuver. Consequently, it is considered that Gazprom
cannot implement the project in stages. If they pursue the
development of two supply sources, of Chayanda with 25
bem and Kovykta with 35 becm which when combined are
60 bem, then they can send 38 bem of gas and 23 bem of
LNG to China. Gazprom is seriously interested in
implementing this whole scheme, but the minimum
financial burden must be given to Gazprom.

The issue Gazprom is faced with, even with the 38 bcm
market in China, is that it is composed of two markets. One
is 20 bem for the three provinces of Heilongjiang, Jilin,
Liaoning, and the remaining 18 bcm market is Bohai Bay,
Beijing, Tianjin, and Shandong Province. The 20 bcm
market in the three provinces can be easily protected, but

s Oparating gos pipelines
------- Projected gas pipelines

the 18 bem market of Bohai Bay and Hebei, etc., is
vulnerable. This is because there is the possibility of a very
competitively priced LNG supply from abroad. Even if
Gazprom lobbies the National Development and Reform
Commission (NDRC) and the State Council, they can’t get
a guarantee of their gas being bought. The key to success of
this scheme is how quickly and how effectively they can
develop this Power of Siberia pipeline with the minimum
financial burden on Gazprom.

How is China looking at this gas supply from Russia?
First, in Russia there are a number of LNG export options.
However, assuming there is a limited financial investment
made, the best project is Yamal LNG, because now China
is really aggressively pushing the Yamal LNG project. If



ERINA REPORT No.129 2016 APRIL

Figure 3: The New Silk Roads

New Silk Roads | China is assembling new trade rovtes, binding other regions closer to

Table 1: China’s Primary Energy Consumption by Resource (%)

2000 2005 2015
Coal 69.2 70.8 66.0
Oil 22.2 19.8 17.1
Gas 2.2 2.6 5.7
Hydro, Nuclear & Renewable 6.4 6.8 11.2

Source : CNPC (2015)

there is a good synergy between the two parties, the three-
train LNG scheme will be on the right track. If a consensus
between the Chinese and Russian parties on financing is
made, I think it will succeed.

Before talking on the China gas pipeline expansion
scheme, I would like to explain briefly about the One Belt,
One Road (Figure 3). I think that this map is going to be
revised as time passes by. At this moment they are talking
about the Middle East, Europe, and Central Asia, with
Russia not included. However, when explaining what role
the Chinese authorities have given to Gazprom and the
Power of Siberia pipeline, Xi Jinping himself is without
doubt strengthening the relationship between China and
Russia, and is considering including Russia in the One Belt,
One Road.

China has been actively promoting their economic
policy. In particular the last two decades have provided
enough incentive for the coastal areas, and they have
succeeded in greatly developing trading cities. At the
beginning of 2000 they had to develop western China, and
with a disparity emerging they changed their viewpoint to
social stability not being maintained. Internal affairs and
social stability have come to be of higher priority than
external affairs for the Chinese government. One of the key
issues in particular is the largely Muslim Xinjiang region.
For the State Council, regarding the development of the
west, new market development is essential in connecting
China to the Central Asian republics and the Middle East,

and the pipeline gas network linking Xinjiang to the coastal
provinces is important.

The One Belt, One Road is important for bringing LNG
supply diversification. Through adding maritime LNG
supply to the pipeline network development, it will
strategically diversify gas supply sources.

The most important issue in China’s gas expansion is
the dependence on coal, which was 69% in 2000, and was
still 66% in 2015 (Table 1). For the fossil fuel industry it is
not possible to eliminate the vested interest groups. As the
coal industry in China is massive it is necessary to
undertake this in stages, and the most important task is how
fast the transition from coal to gas, and then renewable
energy, can be made.

This is not just an issue for China alone. In China the
price for power generation from coal is still around one-
fourth that of gas, and if there is no real policy adjustment it
will be very difficult to implement the COP 21 as planned.
If China cannot reduce its dependence on coal, then what
about India and ASEAN? These countries and regions also
have a high dependence on coal, and implementing COP 21
will not be easy. These countries view COP 21 as OECD-
country turf, and I don’t think they will be very happy to
take all the burden.

While I agree that renewable energy is important, you
cannot expect to move from fossil fuels to renewable
energy in a day. So that must be a gradual transition, and
what would be the most important thing for that is gas.
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Figure 4: Gas Pipelines in China

Source : CNPC (2011)
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China’s dependence on gas went from 2.2% in 2000 to
5.7% in 2014. This figure has to be significantly increased.
If the gas price were much lower, and then if they had a
policy change, there is a good chance for them to move
from coal to gas.

China’s gas demand will be 454 bcm in 2030 in the
business-as-usual scenario (Paik, 2015). In the gas-
production projections, the production of coalbed methane
(CBM) and shale gas will grow, and the upper projection is
410 bem in 2020 (Xu Bo, 2013). The gas market forecast is
457.3 bem in 2030 on a conservative projection (CNPC,
2015). In the gas market forecast the highest priority is
imported pipeline gas. The Chinese leadership is
diversifying gas supply sources.

Regarding China’s West—East Gas Pipelines (WEPs),
they are currently talking about four (Figure 4). Gas
pipelines A, B and C have been achieved in the Central

Asian republics (Figure 5). The trunk pipelines for the gas
pipeline network run west to east, but the coastal region
import of LNG is not connected up to the network. Pipeline
gas is supplied from the northwest, northeast, and
southwest, and LNG comes in by sea (Figure 6). The gas
import scheme is considered in this format, but the
respective proportions are not mentioned. What is important
is price competitiveness, and China is aiming for LNG
coming in at a low price.

I have considered the West—East Gas Pipelines (WEPs)
up to WEP-1V. The supply sources for WEP-I and WEP-IV
are within China, and from Central Asia for WEP-1, WEP-
111, and WEP-V. In addition to these, China has not been
negative on pipeline gas from Altai in Russia (WEP-VI)
coming in in around five years’ time. Moreover, unless the
South China Sea conflict becomes intense in around five
years’ time, a pipeline from Myanmar can also be built.



Figure 6: China’s Gas Import Gateways
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Table 2: China’s LNG Terminal Expansion (2015)

Unit : no. of terminals / volume

Operation con[sjtrll“i?:{ion Planned Total
CNOOC | 8/265mt | 6/13.5mt | 12/33.6mt |26/ 73.6 mt
CNPC 4/10.6mt | 1/3.0mt | 5/155mt |10/29.1 mt
SINOPEC | 1/3.0mt | 3/9.1mt | 6/17.9mt |10/30.0 mt
Total 13/40.1 mt | 10/25.6 mt | 23 /67.0 mt | 46/132.7 mt

Source : author's data base

Figure 7: Supply of Russian Gas to the Korean Peninsula
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Furthermore, they are talking about 38 bcm in the
Northeast.

Currently in the coastal areas 13 LNG terminals (40
million tonnes) are in operation. Ten more (25 million
tonnes) are under construction, and 23 (67 million tonnes)
are being planned (Table 2). Even if only half of those
planned are realized, the total volume of LNG imports will
be larger than that for Japan. If these projects are realized,
China will become the largest importer of pipeline gas and
LNG.

In the period of 20082011, when ROK President Lee
Myung-bak was developing his policy toward the DPRK,
Russia promoted a pipeline from Vladivostok to the DPRK
and the ROK. The policy of the Lee Myung-bak
administration disregarded Chinese pipelines. However,
after Kim Jong Il, the Supreme Leader of the DPRK, died
in 2011, Beijing boldly made the proposal of supplying gas
to the ROK from Weihai (Figure 7). However, Beijing did
not get a positive response from the ROK over three years.
This was because if the ROK government were to have
accepted, it would have had to disregard its own proposals
over the three years. The Park Geun-hye administration has
made no statement on this, but if the ROK were to agree to

extend the pipeline from China, the energy cooperation of
the three nations would be realized for the first time.

If a trunk pipeline were to come into the ROK, then
considering the distance from Busan to Kyushu, Japan, in
addition to LNG, could get the benefit of the supply of
pipeline gas. Japan and the ROK, via the success of the
LNG industry, are conversely suffering the disadvantage of
the Asian premium. A fall in the high-price Asian premium
will trouble the major international oil companies, but the
only other supply destination is China. For China, with
domestic gas and also WEP pipeline gas, that only leaves
LNG. The price is extremely high, but China is intending to
realize this, shouldering the financial burden. However, the
burden is too great for China alone. If Weihai—-ROK and
ROK-Kyushu pipelines are realized, symbolic multilateral
cooperation can be realized, and using this as leverage, the
creation of a consumer country alliance can be achieved.
Furthermore, China and the ROK will together be able to
get bargaining power on the DPRK’s nuclear program. In
that sense, I think Figure 7 has extremely profound
significance. Unfortunately there has not yet been a
favorable response to Beijing from Seoul, however.

The principal LNG supply source for China is currently
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77 million tonnes from Qatar. Next comes Australia, but in
around three or four years’ time it will probably grow to 80
million tonnes. Additionally there is also the possibility of
the LNG supply of the United States increasing from 60
million tonnes to a level of 100 million tonnes. China wants
to diversify its supply sources, and is focusing on Yamal
LNG and East African LNG.

Currently the oil price has fallen, but for Asian
consumers the diversification of energy sources is extremely
important. I think that the creation of one hub is possible
via regional cooperation. Through Asian buyers, such as
Japan, the ROK, China, Thailand and India, becoming
stakeholders, they will become able to wield great
influence. This is because it is not a supplier’s game, but a
buyer’s game. Sino—Russian gas cooperation itself is
diversifying supply options, and for China Russian gas has
become a part of its diversification.

I am often asked why China and Russia gas pipeline

cooperation is being supported, and this is not for the sake
of the supplier, but of the consumer. It is said that there are
conflicts of ideology and religion, but at the heart of the
conflict is a money game. Asian consumer countries pay far
too much money to the suppliers. They have to rethink the
approach to date, and protect their position as consumer
countries. As I wrote in the epilogue of my book, the most
important point of Sino—Russian gas cooperation is that it
aids the Asian buyer. If LNG producers come to not
selfishly decide the situation, it will be owing to the
consumer countries. The diversification of supply, such as
the development of Yamal LNG and East African LNG, is
a cause of happiness for Asian consumer countries.

What I want to emphasize is that although it is said that
there is no multilateral cooperation in the true sense in
Northeast Asia, we can go on introducing new cooperation.
I think that taking energy as a new tool for cooperation can
go on being introduced in Northeast Asia.
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Session A: Development Finance

Summary

The first session of the 25th conference took up
development finance cooperation. A quarter of a century
ago Japan’s GDP made up approximately 80% of the total
GDP for the nations of Northeast Asia, and virtually
monopolized the position of donor country. Subsequently
other countries have developed, and from last year into this,
the China-led Asian Infrastructure Investment Bank (AIIB)
began operations, and the BRICS Bank was also
established. In development finance cooperation also a new
current is coming in. What kind of impact will this have on
the future development of Northeast Asia?

First, from Tadashi Maeda, Representative Director and
Senior Managing Director, Japan Bank for International
Cooperation (JBIC), there was an overview of Northeast
Asian development finance cooperation, and a report on
what kind of contribution Japan can make. Mr. Maeda
emphasized that within this the recipients of economic
cooperation to date have been “countries”, but the keyword
for the future will be a cooperation in the form of “areas”
irrespective of national boundaries. More specifically,
examples are the upgrading of Zarubino Port in Primorsky
Krai in Russia, and the Russia—Japan Energy Bridge
concept. Regarding Japan, Prime Minister Abe formulated
the “Quality Infrastructure Investment Partnership” in 2015,
and the contributing of US$110 billion over five years in
cooperation with the likes of the Asian Development Bank
(ADB) was introduced.

Next, based on the relationship between the Asian
Infrastructure Investment Bank (AIIB) and the ADB,
Masahiro Kawai, Project Professor, Graduate School of
Public Policy, University of Tokyo, made a report on the
possibilities for the procurement of funding for
infrastructure development in Northeast Asia. According to
Professor Kawai, there is an annual demand for
infrastructure investment in Asia as a whole of US$750
billion and in Northeast Asia of US$63 billion, and the
power of the private sector will be necessary, not provided
only by the public sector, such as multilateral development
banks (MDBs) and bilateral funding agencies. The
importance of the AIIB as a quantitative source of funding
is recognized, but there are problems in the area of
operations, etc. Professor Kawai also noted that along with
the AIIB showing a hope of continuing to amass its own
experience and knowledge in coordination with the ADB,
etc., there is the possibility of these MDBs guiding the
return of the DPRK to international society.

Third, Kang Boosung, Senior Advisor, Greater Tumen
Initiative (GTI) Secretariat, made a report on the Northeast
Asia EXIM Banks Association. The Northeast Asia EXIM
Banks Association was set up in September 2014 by the
import—export banks and/or development banks of the four
GTI member countries (China, Mongolia, the ROK, and
Russia). According to Mr. Kang, the Zarubino Port project
was chosen as the initial collaborative project, and they are
to create a detailed future financing scheme. Moreover,
although the GTI is supported under the United Nations
Development Programme (UNDP), from 2017 it will be an
independent intergovernmental organization. It was
introduced that a variety of strategic issues are being
examined, such as new decision-making organizations, new
areas for cooperation, and geographic expansion.

Following that, there was a report from Li Zhidong,
Professor, Graduate School, Nagaoka University of
Technology, on low-carbon and energy international
financial cooperation within the “One Belt, One Road”
strategy. According to Professor Li, China has positioned
energy cooperation as one pillar of the “One Belt, One
Road” strategy, and is aiming for the formation of a low-
carbon and energy community. China in recent years has
become the world’s largest country in terms of the scale of
installation, production volume of facilities, and export
volumes for hydro, solar and wind power, etc. The AIIB
was established for international cooperation making full
use of such advantages. It cannot be denied that the AIIB is
lacking in experience, but the expectation was shown of
learning with humility the experience and know-how of
existing international development finance institutions, and
of continuing to carry out governance.

The final report was carried out by Takahiko Onozuka
of the Japanese Business Alliance for Smart Energy
Worldwide (JASE-W) on the proposal from Japan
involving energy-efficiency projects in Russia. In Russia
also the raising of energy efficiency has become a pressing
issue, and within that the energy-saving effect for the
electricity generating sector is great. The JASE-W proposal
is to first establish within Russia an energy service company
(ESCO) as a Japan—Russia collaborative project, and
making good use of the “Japan—Russia Investment
Platform” which JBIC agreed with the Russian side, the
ESCO will supply highly efficient gas turbines and the like
to the electricity generating side, and it is intended that

there will be a payment in substitution from the consequent
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fuel reduction. At the Ministry of Economy, Trade and
Industry they hope in particular for the formulation of
future proposals in the Russian Far East.

To supplement the above reports, a second round to the
session was carried out in the shape of a question-and-
answer session. The discussion here centered on the AIIB
in particular. First, from Mr. Maeda came a question
concerning the AIIB business model. For the international
financial institution model, part of the capital has actually
been paid, and getting a credit-rating for the remaining
callable capital as collateral on the capital market, they
undertake financing centered on capital procured as bonds.
The AIIB has not yet got a credit-rating, and the business
model has not been clarified. In addition, from Professor
Kawai came the question of what the AIIB’s vision is. Does
the AIIB function as Asia’s public goods or function fully
prioritizing China’s advantages?

In contrast, from Professor Li the following idea was
presented. That is, the World Bank and the ADB were set

up with a focus on solving poverty issues, but the target of

the AIIB is confined to infrastructure. In addition, The
AIIB’s priority finance destinations are not within China,
and quoting the words of Shi Yaobin, China’s Vice-
Minister of Finance (and AIIB Chinese Deputy Director),
the use of the AIIB is firmly centered on Asia, he stated that
if the advantages for Asia as a whole can be raised, those
for China would also rise.

On summarizing the session, as moderator I mentioned
two points. The first was the AIIB discussion. At this time,
with the AIIB having only just started operations,
participation is difficult. I would like participation in the
AIIB to be being realized next time there is this kind of
session. The second point was the regional viewpoint.
Regional exchange is the origin for Northeast Asian
exchange, and at this conference proposals on the utilization
of Zarubino Port have been made from the beginning.
Grounded in the regional perspective, there is also the point
of how the regions are able to participate in the major
conversation on finance cooperation, and I would to

incorporate that in the future discussions.

NAKAMURA, Toshihiko
Planning & PR Division Director, ERINA

[Translated by ERINA]



ERINA REPORT No.129 2016 APRIL

Session B: Transportation and Distribution

Summary

In this session a total of four experts from the ROK,
China, Mongolia, and Russia undertook current situation
reports and proposals on the direction for international
cooperation in the area of distribution, based on the
international strategies of each nation. Afterwards we
undertook a question-and-answer session, taking questions
from the audience.

Ahn Byung-Min, Chief Research Director, Center of
Eurasian Infrastructure, Korea Transport Institute (KOTI),
introduced the direction of ROK policy under the title “The
ROK’s Northeast Asian Transportation Policy and the
Eurasia Initiative”. Based on the “National Territorial Plan”
and the “National Logistics Master Plan” which are top-
level plans covering international distribution, the current
Park Geun-hye administration has determined the
promotional task of “promoting the Northeast Asia Peace
and Cooperation Initiative and expanding Eurasian
cooperation”. The two keynotes in the administration’s
Northeast Asian transportation policy are the “SRX (Silk
Road Express) Project” and the “Eurasia Initiative”. The
former has the meaning of “with a basis in the Trans-
Korean Railway and the transcontinental railway lines,
expanding the cheap, safe and fast international multimodal
transportation network connected to Eurasia”. The latter
proposes the direction for developing Eurasia into “a
Continent that is truly One”, “a Continent of Creativity”,
and “a Continent of Peace”. In the background to this
initiative are the Korean Peninsula trust-building process
concept and the vision for Northeast Asian economic
cooperation. According to Mr. Ahn, the “Rajin—Khasan
Logistics Project” to bring into the ROK Russian-produced
coal via a DPRK port is one representative example of the
Eurasia Initiative.

Wang Yanqing, Researcher, Institute of Comprehensive
Transportation, National Development and Reform
Commission (NDRC), China, discussed “The Construction
of a Northeast Asian International Distribution System
based on the One Belt, One Road Strategy and an
International Industrial Network”. Mr. Wang, based on the
“Vision and Actions on Jointly Building the Silk Road
Economic Belt and 21st-Century Maritime Silk Road”
which the Chinese government officially announced,
pointed out the necessity for a “Northeast Asian
international industrial network™ and the “creation of cross-
border industrial aggregations”. As Northeast Asian

international distribution routes he noted: the Trans-

Siberian Railway distribution route, the first Eurasian land
bridge; the Suifenhe—Manzhouli integrated distribution
route, which is the first branch line thereof; the second
branch line of the Ulaanbaatar—Tianjin Port railway
distribution route; and the China—Russia—-DPRK cross-
border integrated distribution route of the Tumen River
region and the China—DPRK cross-border integrated
distribution route of the Dandong region. In order to
advance the construction of a Northeast Asian international
industrial network, they must nurture cross-border
distribution aggregations centered on the areas that are to
form the core of cross-border cooperation, such as the
kouan [ports of entry] on the land borders, the opening of
ports, and central cities. In addition he proposed collective
action in all directions, such as the construction of an
international coordination mechanism, the establishment of
a cross-border distribution investment group, the nurturing
of international distribution transportation entities, the
improvement of cross-border distribution routes, the signing
of agreements for rendering transportation smooth, and the
construction of international multimodal transportation
systems.

B. Otgonsuren, Researcher, Center for China and East
Asian Studies, Institute for Strategic Studies, Mongolia,
made a report entitled “Mongolia—China—Russia Economic
Corridor Infrastructure Cooperation”. Although for the
three countries of Mongolia, China, and Russia there are
difficulties in certain areas including the investment
capacity for infrastructure upgrading, and differences in the
gauge of railway tracks and railway transportation capacity,
they are advancing work toward the formation of an
economic corridor connecting the three countries. In order
for this economic corridor to bring results, the cooperation
of all three countries under the same course, a series of
strategic links, and some practical actions are necessary.
For example, the integrated coordination of the activities of
the three countries, and the creation of a legal environment
and institutional structures are necessary. In addition, there
are also the problems of the railway gauge and rail
transportation capacities differing, and that the introduction
of new technologies is slow. It is necessary to connect the
newly discovered natural resource deposits with the existing
mainline railway networks. The three countries need to
examine the resolution of railway tariffs and other related
issues. Via the proposed economic corridor, the opportunity

will emerge for constructing an intergovernmental
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multilateral policy and communication mechanism. At the
same time, in order for this economic corridor to function
effectively, it is necessary to establish a unified institution
which carries out work jointly.

Mikhail Kholosha, Director, Transport Development
Department, Far Eastern Marine Research, Design and
Technology Institute (in Russia), introduced the
transportation infrastructure development situation for the
Russian Far East and new concepts in Primorsky Krai. He
spoke on the Russian Far East, and placed particular
emphasis on the southern part of Primorsky Krai. His
awareness of the issues lies in how to align the concepts
which the various nations have offered in Northeast Asia
and Eurasia. The promotion of these development concepts
based on their compatibility and complementarity will be a
constructive policy. Then it will be possible for Primorsky

Krai to play a special role in logistics and transportation

routes. Furthermore, with the transformation of the GTI
into a more effective cooperation structure, the GTI will
also play an important role. He proposed a new
international transportation corridor model integrating the
transportation network of Primorsky Krai, and he
emphasized that this was attractive to a broad group of
Russian and overseas potential partners. In addition, he
called for international cooperation for this model.

In the question-and-answer session there were questions
from the audience on the impact of low energy prices, the
role of international financial institutions, the significance
of new border crossing points in Russia, the current
situation for cooperation between the ROK and the DPRK,
the transportation corridors whose development should be
prioritized, and the timespan for the realization of the

concepts.

ARAL Hirofumi
Director and Senior Research Fellow, Research
Division, ERINA

[Translated by ERINA]
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Session C: Economic Cooperation

Summary

With the TPP being largely agreed upon in October
2015 it was a major breakthrough for the systemic
economic integration of Northeast Asia and the Asia—
Pacific region as a whole. In Session C, we took up the
principal TPP participating nations of Japan and the United
States, and the major Northeast Asian trading nations and
non-participants in the TPP, China and the ROK, and
reports were made by FTA experts from the respective
countries on the impact of and future prospects for the TPP.

From Fukunari Kimura there was the following report
on Japan.

The TPP being largely agreed upon was received
relatively dispassionately in Japan. Opinion polls have also
made clear the support for the TPP, based on the evaluation
of its strategic significance and the expectations of the
economic effects. Regarding the impact of the TPP on the
Japanese economy, projections have been announced by the
Cabinet Secretariat, and under a certain set of conditions
the figure of a 2.6% increase in real GDP has emerged. The
repercussions for East Asia from the broad agreement of
the TPP are great. The negotiations on the East Asian
Regional Comprehensive Economic Partnership (RCEP)
and the Japan—China—ROK FTA are stalled, and the issue is
building a new motivation and long-term strategy. The TPP
will be an opportunity for the East Asian emerging and
developing countries to develop the policy debate in a new
dimension. The early signing and coming into force of the
TPP is extremely important. Japan would like to support the
new East Asian countries hopeful for membership and back
the reformists within China.

From Jeffrey Schott there was the following report on
the United States.

The TPP is the most comprehensive Free Trade
Agreement (FTA) between developed and developing
countries. This will expand the United States’ strategic and
commercial interests in the Asia—Pacific region, and will
make a major contribution to the strengthening of the global
trade system. The TPP will strengthen US relations with
Japan and Australia, which are its closest allies in this
region. It will renew and strengthen the content of the North
American Free Trade Agreement (NAFTA) with the
traditional partners of Canada and Mexico. It will bring
new commercial links with Malaysia and Vietnam,
important members of ASEAN. The TPP is an agreement
between nations which make up 40% of global production,

and 25% of global commerce. If the content of the

agreement is implemented by 2030, compared to the
standard forecasts of growth in the TPP participating
countries, a permanent rise in real income of 1% will be
realized. This is equivalent to US$5 trillion in 2015 prices.
The TPP will bring a permanent rise in real income of 0.5%
of GDP in the United States. The TPP provides a
comprehensive model for the economic integration of the
wider Asia-Pacific region, and will provide the core for the
realization of the Free Trade Area of the Asia-Pacific
(FTAAP) concept.

From Shen Minghui there was the following report on
China.

Objectively speaking, for the United States the TPP was
a no-choice measure due to the lack of power to promote
overall the Doha Round negotiations. This was because in
the TPP negotiations the United States wanted to reduce the
negotiating obstacles, with no choice but to avoid China,
and not get mired in the long-lasting Doha Round
negotiations. This was the fundamental reason why the
majority of the nations in the TPP negotiations were trading
partners with which the United States had already
concluded FTA agreements or its allies. Viewed from such
an angle, even if China had applied to join the TPP, the
United States would not have permitted it. Once the
implementation of the TPP is approved, it can be foreseen
that China will be required to join the new path to regional
economic integration. China’s attitude toward the TPP has
been consistently open-minded, and policy decisions as to
whether it needs to join or when it will join must be made
after an objective analysis of the costs and benefits. The
TPP includes relatively neutral traditional areas of market
entry, it involves quite a lot of new trade rules, and they
would affect China in different ways. Regarding new
sectors for trade, the TPP contains provisions that would
have a huge impact on China’s political economy, including
TPP provisions on state-owned enterprises, workers, and
intellectual property rights, and it also covers the key areas
in accordance with the direction of efforts to build a new
open economic framework at the 18th Central Committee
of the Communist Party of China, including services,
electronic commerce, environmental protection, and
government procurement. In fact, the impact of these new
trade themes and regulations have repercussions that go as
far as the political realm, and are not limited to the
economic sphere alone. Consequently, formulating

appropriate measures is extremely important for the
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developing nation of China.

From Lee Chang-Jae there was the following report on
the ROK.

The ROK has pursued an active FTA policy. As a result,
the ROK has concluded bilateral FTAs with almost all
major economies except Japan. In addition, the ROK is now
participating in the two major regional FTA negotiations.
One is the negotiations for the China—Japan—-ROK FTA
among Northeast Asian nations, and the other is the
negotiations for the Regional Comprehensive Economic
Partnership (RCEP) among 16 East Asian nations. Japan is
involved in both of these. However, the ROK has not
participated in the TPP negotiations. As for the ROK’s
position on the TPP, President Park Geun-hye conveyed the

desire to join the TPP in a meeting last October with
President Barack Obama. However, the ROK government
has not made a final decision on joining the TPP. The ROK
government failed to build a national consensus to
participate in the TPP, and the participating nations have
already concluded the TPP negotiations. I think the ROK
government must join the TPP and is likely to make a
positive decision. My sense is that in order to minimize the
political risks the public announcement of participation will
be made after the elections for the National Assembly in
April. In addition, the decision on the ROK’s participation
in the TPP will depend on the ratification processes of

participating nations, especially on that of the United States.

NAKAJIMA, Tomoyoshi
Senior Research Fellow, Research Division, ERINA

[Translated by ERINA]
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Session D: Business

Summary

This session, with a theme of the business environments
of Russia and China, examined the changes in the business
environments of the two countries of the past quarter
century up to the present, and the changes and current
situation for the business mindset. I give a summary of the

content of the four report-makers’ presentations, as follows.

(1) Andrey Yakovlev, Director, Institute for Industrial and
Market Studies, National Research University — Higher
School of Economics, Russia

At the beginning of the 1990s when Russia shifted to a
market economy, a deteriorating industrial environment and
rent-seeking predominated, and led to economic turmoil,
including asset-stripping and violation of property rights. In
the 2000s business groups, including associations of
industrial entrepreneurs, played an important role in
negotiations with the state, and successful medium-sized
companies also appeared. At this time, despite the poor
state of the Russian business environment, sufficient
incentives were provided for investment and growth.
Subsequently, the 2008 financial crisis arrived, and from
then on a sense of insecurity and a loss in confidence vis-a-
vis economic policy has prevailed. As a result, there was no
brake on low growth, capital flight, and decline in
investment.

The situation after the incorporation of Crimea only
increased the uncertainty about economic policy.
Meanwhile the Russian market has the advantages of
Russia’s natural resources, the existence of market niches, a
high level of education, and a high level of urbanization,
and they are factors for foreign investors to continue
regarding Russia as an attractive long-term market. In order
to bring out such potential for the Russian economy, it
requires the settlement of the internal systemic conflicts, the
creation of new agreements between the elite and society,
and the joint formulation of a new national development

strategy by the elite and the public.

(2) Zhou Li, Assistant Dean, Cheung Kong Graduate
School of Business, China

There are many different aspects to consider when
examining what meaning China’s “New Normal” has for its
economy and the corporate strategies of Chinese firms.
Short-term headwinds make it more urgent to introduce
reforms in China, reforms that have been repeatedly

postponed due to resistant forces, such as vested interests.

The primary growth driver of China’s economy in the
future will come from consumption, especially in the
services sector, which still has a lot of room to grow.
Chinese companies are, slowly but surely, moving up the
value chain thanks to a combination of globalization and
innovation. As Chinese executives and companies become
more global in their business dealings, they are discovering
an increasingly globalized business world, although
sometimes this can have expensive repercussions. Chinese
students and scholars who have studied, worked and lived
in other countries, will continue to play a significant role in
China’s development as they return to China with newly-

learnt skills.

(3) Yukio Asazuma, Japan—Russia Economic Exchange
Consultant

Generally in Japan the view is that Russia has been
disturbing world peace and order, using brute force to
incorporate the Crimean Peninsula, and supporting
separatist, anti-government elements in eastern Ukraine.
Economic sanctions against Russia are regarded as
inevitable, given its lack of compliance with the Minsk
Protocol. However, in conflict between states, one must
listen to both sides to gain understanding. In any event, the
Ukraine crisis has triggered a further worsening of relations
between Russia and the West, and the subsequent problems
in the Middle East mean the situation is unstable, in contrast
to the stability of the Cold War era.

The Russian economy is now facing a much harsher
situation for a much longer period than initially anticipated,
due to the blow dealt by plummeting international oil prices
which began at around the same time as sanctions.
Meanwhile, new business opportunities will emerge, with
future ongoing economic structural reforms and when the
Russian economy has broken free of its over-reliance on
subterranean resources. When Japanese firms pursue
business with Russia, the viewpoints and methods will
change, including seriously searching for import
merchandise and investigating local production, and the

potential of the Russian market is great.

(4) Kenji Hattori, Professor, Graduate School of Strategic
Management, Chuo University

Entering the twenty-first century, in China modern firms
had finally grown up, and genuine company people had

come into being. In the course of events after the 2001
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accession to the WTO, how the competitiveness of firms
has risen has been focused on. This is because the core of
the market economy has been seen as the firm. However,
what has supported the development of the Chinese
economy are actually the state-owned enterprises and not
private firms, and while talking of the market economy the
state has been controlling the core industries.

Chinese businesspersons have been strongly influenced
by two social factors: the people skills which have come
from China’s long cultural traditions and customs; and a
general emerging-country character.

The disposition of Chinese businesspersons has four
distinguishing characteristics. The first is being concerned
with face. The second is self-centeredness. The third is a
propensity to constantly pay attention to those above, from
the influence of a hierarchical society. The fourth is a
weakness at resolution by legal means, due to society’s rule

of man.

The workplace stance of Chinese businesspersons has a
number of characteristics. The view of people is one of
them being fundamentally bad, the work stance is always
one of battle mode, and in negotiations people do not like
to sing their own praises. The method of negotiation is a
contest within the bounds of “not killing the opponent”, and
the method is common of attacking compromise, making
shots to scare and confuse the other side. They stick to
winning and losing, and things develop into a systematic
war of information rather than using logic and evidence.
Decision-making is up and down, and there is a tendency to
make moves centered on a certain leader rather than
organized behavior. Then, rather than the direct superior,
there is a tendency to contact the superior with the higher
degree of authority. There is also a tendency to carry out
rearrangements, with the executives coming to the front.
Recently it is also necessary to watch out for the emergence

of managers who differ from those of the past.

SAKEMI, Takeshi
Director, Business Support Division, ERINA

[Translated by ERINA]
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Commemorative Report: 25 Years for Northeast Asia

Arar, Hirofumi
Director and Senior Research Fellow, Research Division, ERINA

This conference is the twenty-fifth since the holding of
the Northeast Asia conference for the first time in February
1990 in Niigata. Thus I would like to look back on the
changes in Northeast Asia over the last quarter century.
Specifically, I would like to point out several economic or
societal indices. When preparing this report, I undertook the
collection and summarizing of data focusing on four points.
Specifically, I would like to pursue the subject while
introducing data regarding changes at the local level, in
addition to national-level data relating to “economic
growth”, “structural change”, and “trade”.

Economic Growth

During the 25-year period from 1989, global GDP has
increased, almost quadrupling. In that time, the fall of the
Berlin Wall in 1989, the dissolution of the Soviet Union in
1991, and the 1997 Asian currency crisis occurred. After
China acceded to the WTO in 2001 the pace of global
economic growth increased. The impact of the Global
Financial Crisis which arose in 2008 was even greater than
the Asian currency crisis.

Amid the global economy expanding in this fashion, the
Northeast Asian regional share within the global economy
increased from 19% in 1990 to 23% in 2014. In other
words, it grew at a rate exceeding that globally.

Changes have been seen also in the structure of GDP by
individual nation within the Northeast Asian region over
this period. Formerly Japan was the overwhelming
economic colossus in the region, but currently China has
become the region’s largest and the world’s number two
economic superpower (Figure 1).

Naturally there are differences between individual

countries in the pace of economic growth. China has
achieved the fastest growth, but its speed is slackening. The
slowdown in growth is not something that began rapidly
recently, but as a major tendency it has gradually slowed
down from around 2010. Russia and Mongolia have had
times of negative growth, and large deviations are
characteristic.

From the data for per capita national income it can be
confirmed that the economic level has also risen. What
should be paid attention to is that the width of the
discrepancies between individual countries is on a
contracting trend. I would like to point out that within the
Northeast Asian region the differences between individual
countries are shrinking.

The Changes in Socioeconomic Structure

The population structure is the most fundamental one
within the societal structure, and, more so than the
fluctuations in the short term, is an indicator of great
significance in long-term change. Therefore, I would like to
compare the population pyramids of 1989 and 2015 for
each Northeast Asian nation. In Japan, which has the
greatest declining birth rate and growing proportion of
elderly people, the number of people aged 40 and under has
become extremely low. The decline in the birth rate is
progressing in the ROK also. At this time, the proportion of
the elderly is less than in Japan, but the speed of decline in
the birth rate appears faster than that in Japan. It is not very
well known in Japan, but in the DPRK a declining trend in
the birth rate is evident too. In China, there has also been
the influence of the so-called “One Child Policy”, and the
number of young people aged 10-29 is low. The population

Figure 1: GDP of NEA Countries (bil. USD)
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Table 1: Minimum Wage (USD)

Table 2: Energy Import Dependency (%)

PRC | Japan |Mongolia| ROK | Russia PRC | DPRK | Japan |Mongoliaj ROK | Russia
1995 28.7| 1,1325 NA 343.0 134 1990 -1.171 1297 8290| 19.59| 75.65| -47.08
. 1 -1.92 91 . 16. . -51.

(Russia=100) | (214.8)|(8,464.1) NA |(2,563.3)| (100.0) 995 o 89 80.09 663| 8539] -5198
2000 2.72 471 79.65| 18.69| 81.69| -57.93

2013 226.0| 1,358.8 1258 9284 163.7
2005 4.18| -3.30| 80.73| -32.44| 79.56| -84.63
(Russia=100) | (138.1)| (830.3)| (76.9)| (567.3)| (100.0)| | 2010 | 10.50| -10.22| 80.10|-341.58| 82.03| -83.79
Source: International Labour Organization, ILOStat 2011 11.48| -43.88 88.871-451.52 81.96| -78.05
2012 12.75| -43.88| 93.74|-364.77| 82.46| -76.00

structure of Russia is somewhat complex, and it would be
fair to say that overall there is a trend of a declining birth
rate and a growing proportion of elderly people. In recent
years, the number of births has recovered, but it is doubtful
whether this will be sustained long-term. It would be fair to
say that Mongolia is the sole “young” country in Northeast
Asia. In the period of negative economic growth of the
1990s the number of births decreased, but at present a
population increase is evident exceeding that of the parental
generation.

The characteristics of the population structure broken
down by age also influence the rate of population increase.
Within Northeast Asia only Mongolia is exhibiting a high
rate of population increase. For the remaining countries the
rate of population increase is either on a falling trend or
staying at a low level.

To sum up population in one phrase, it may be said that
in Northeast Asia there has been an aging of the population
and a slackening of the rate of population increase over the
last 25 years.

The impact of declining birth rates is eventually
expressed in the form of a decrease in the labor-force
supply. Considering this in extremely simplified form, if the
labor-force supply to the labor market decreases, it is
forecast that wages will rise. In fact, the lowest wages in
each country in the period from 1995 to 2013 rose (Table 1).
At the same time, what should be paid more attention to
than that is the fact that the disparities between the nations
decreased. Formerly, it was commonly held that there is a
comparative advantage in the production of labor-intensive
goods with the low labor costs in China. However, with the
wage disparities shrinking it can be said that such a
characteristic feature has been on the wane.

As a production factor on a par with the labor force
there is capital. However, as far as can be seen from the
movements in the capital account balances of each country,
it would appear difficult to put them together and draw any
specific conclusion. An example of something that can be
pointed out as an individual characteristic is that Japan
continues to be a country providing capital to other
countries.

Turning to look at energy, in the aspect of the degree of
import dependence on energy from abroad, there are
countries which have experienced great changes over the
last 25 years. China has gone from being a net exporter to a

Source: World Bank, World Development Indicators

net importer, and Mongolia and the DPRK have gone from
being net importers to net exporters (Table 2). Recently
Mongolia has been exporting 2—3 times as much energy as
the country itself consumes.

In December last year the Paris Agreement was reached
aiming at preventing global warming, and from the
environmental aspect also energy-efficient utilization is an
important issue for all the countries. As each country’s
government is putting in effort there is a trend of the figures
for all countries improving. Comparing each of the nations,
it can be understood that the disparities between individual
nations in this index also have rapidly decreased. In
particular, the improvement in China is marked, and has
grown to a level exceeding that of Russia.

Having outlined above the situation for population, the
labor market, the movement of capital, and energy in
Northeast Asia, the message I would like to introduce is
that the differences between the individual nations in
Northeast Asia have greatly decreased over this past quarter
of a century. This is my own actual experience from
travelling around all parts of Northeast Asia while on work
trips and the like.

Trade

The share which the trade volume for the whole of
Northeast Asia accounts for in total global trade was 12%
in 1990, but expanded 1.5-fold to 18% in 2013. The trade
volume for each country increased over this period.

Regarding exports from each Northeast Asian country
to others within the region, comparing the data for 1992 and
2013, it can be pointed out that the exports to China of each
country greatly increased. (Table 3) In addition, exports to
the ROK have also increased in many countries. As a
whole, the volume of exports from each Northeast Asian
nation to the other countries within the region has increased
at a pace exceeding that for the volume of exports to
countries outside the region. Put another way, Northeast
Asian intraregional trade relations have come to be further
tightly-knit over the last quarter of a century.

Changes in Regional Levels

Up to this point I have raised the changes and trends at
the national level. Here I will turn to the perspective at the
local level. NICE is of course a conference for discussing
Northeast Asian regional economic cooperation, but at the
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Table 3: Trade Matrix of Northeast Asia (Share in the total export; %)

1992 2013
< | PRC | DPK | JPN | MNG | ROK | RUS 4 | PRC | DPK | JPN | MNG | ROK | RUS

PRC 13.11| 4.63| 17.89| 3.46| 099| |PRC 77.90| 18.09| 86.82| 25.96| 6.76
DPRK 0.64 0.07 NA| 0.01 NA | |DPRK 0.16 0.00 NA| 0.20| 0.00
Japan 13.75] 21.60 4.82| 15.14| 1.72| |Japan 6.80| 0.00 025 5.75| 3.73
Mongolia | 0.16 NA| 0.00 0.01 NA| |Mongolia | 0.11 NA| 0.04 0.06| 0.30
ROK 2.83| 13.70| 5.09| 0.41 0.25| |ROK 4.13| 1645 7.90| 0.30 2.82
Russia 275 5.46| 049| 56.62| 0.15 Russia 224 021 1.53| 145 1.8l

Source: ERINA[ILR 7 O 7#2ER2E]1996, etc.

same time the issue of regional development in each
country is also one of the key topics. I would like to raise
several aspects in pinpoint fashion below.

First, I focus on rail transportation between China and
Russia. From the data for the volume of cargo handled at
the border railway stations connecting China and Russia, it
can be seen that, entering this century, the volume of
transportation from Russia to China in particular greatly
increased at the two stations of Manzhouli and Suifenhe.

Next, I would like to document in turn the situation for
trade in each region of each nation. First, the three
provinces of China’s Northeast have all increased their
amounts of trade with every Northeast Asian country. In
particular, Heilongjiang Province has greatly increased its
amount of trade with Russia, and Liaoning and Jilin
Provinces have greatly increased their trade with Japan, the
ROK, and the DPRK. In addition, in the Far Eastern region
of Russia, trade with Japan, China, and the ROK has greatly
increased. In contrast the United States was once one of the
main trading partners for the Russian Far East, but has now
been left far behind by Japan, China, and the ROK.
Furthermore, in the Japan Sea coastal regions of Honshu in
Japan, they have increased trade with all the nations of
Northeast Asia.

The expansion of trade with Northeast Asia contributed
also to the invigoration of each of the ports on Honshu’s
Japan Sea coast. On the Japan Sea coast of Honshu there
are ten ports handling international container freight,
including the Port of Niigata. The total of the container-
handling volumes for these ten ports has grown more than
20-fold in the last quarter of a century. The absolute amount
remains small, but the recording of such a large growth rate
alone is considered to be of great significance for the ports
on the Japan Sea coast. In addition, the volume of container
freight handled and the number of regular container services
calling at ports are inextricably linked, and the number of
container services for all ports has increased.

Summary

What our predecessors who started this conference were
thinking of a quarter of a century ago was forming a “Japan
Sea Economic Subregion”. On that occasion, the phrase
“mutual complementarity of productive resources” was
often used. Under an understanding that Japan and the ROK

were technology- and capital-rich, China and the DPRK
were labor-force-rich, and Russia and Mongolia were
natural-resource-rich, there was the philosophy that regional
development was possible via the combining of these
productive resources. In addition, one of the central issues
in the initial period of this conference was the concept of
constructing an international city on the lower reaches of
the Tumen River. It has not always been the case that these
have all been realized. Dreams have parts which finish up
as dreams. Moreover, the evaluation is often heard that the
Northeast Asian region in the narrow sense lags behind the
development of other regions.

However, it cannot be said that there are problems only.
I am a realistic optimist, and today I have emphasized the
bright side as much as possible. As stated above, the
Northeast Asian regional economy has been growing, and
intraregional trade has also increased. Looking in sharp
focus, there are also regions that have developed more than
was forecast. While holding such real achievements
important, I consider it important to continue moving
forward, resolving the host of issues.

Additionally, I would like to stress again that the
differences between all the nations have been decreasing in
line with the economic and societal structural changes. The
situation has become one where it cannot be said that a
simple “mutual complementarity of productive resources”
has been established unconditionally. The arenas where
horizontal cooperation is expected, such as taking joint
initiatives on the same issues, are increasing.

Lastly, I would like to look toward 25 years in the
future. For example, considering matters from the
perspective of transportation and distribution, although
close as the crow flies, it is irrational to have to take a
circuitous route in order to undertake transportation. As
physical obstacles such as the lack of development of
infrastructure and systemic obstacles such as border-
crossing procedures are the reason for the emerging of this
irrational situation, it is important to remove them. By
doing so the path to taking advantage of the geographical
proximity will open up. It is my hope that 25 years from
now the fellow neighbors of Northeast Asia will come to
have truly “geographically-near and close relationships”.

[Translated by ERINA]
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