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Has the Development of the Tumen River Economic
Development Area Progressed?
(Summary)

Yoichi Kageyama, Researcher, Research Division, ERINA
Kazuyoshi Nishikata, Researcher, Research Division, ERINA

The Tumen River Area Development Programme aims Development Area (TREDA) development programne:
to develop the Tumen River basin across the Sino-DPRK- a) Development of transportation routes from
Russian border as a center for commodity distribution, Northeast China to the Sea of Japan;
trade, and industry, The following factors will play an b) Facilitating industrialization by introducing
important role to facilitate the Tumen River Economic investment in the TREDA;
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¢} Establishment of multilateral cooperation system
in the TREDA.

This essay explains the development of the Zarubino
and the Rajin routes; the development of Yanbian Korean
Autonomous Prefecture and Hunchun City; and regional
cooperation in the TREDA

A Current Status and Prospects of Cargo
Transportation Routes in the TREDA
The transportation path from Northeast China to the
Sea of Japan has been developed in the two routes,
namely, the Zarubino route and the Rajin route

1. Zarubino Route

According to the figures for cargo handled at Zarubino
Port, the export of steel and other metal goods constitute
the majority of the total cargo handled. The transit
cargoes from China to third countries occupy only a small
share, however, the shipment of woodchips from Jilin
Province to Japan commenced in June 1997 The "Joint
Stock Company Sea Port of Zarubino”, which manages
and operates the port, has a short-term principle not to
handle container cargoes. In this respect, the port will
serve as a iransit trade port for bulk cargoes from China
and Russia.

The port facilities have not been upgraded or even
repaired. This is due to the financial shortage and lack of
accord between the central and local governments of
Russia concerning the development of the Zarubine
route. Under these circumstances, the management
company is changing its strategy from depending upon
the Russian Government or Japanese investors {o creating
its own revenues by increasing the transit cargo handling
in order to finance the construction of port facilities.

As for the current status of the land transportation
route, although a small part of the road between Hunchun
and Zarubino remains unpaved, the road conditions are
far better than those of the Rajin ronte. It was initally
planned that the railroad service between Hunchun and
Zarubino would be operational by June 1994, But the
financial shortage and other factors caused a long delay in
railroad construction. In October 1996, the rails were
connected, but the construction of the related facilities
such as signals, telecommunication facilities, and cargo
transfer facilities is not yet completed. Consultations
between Jilin Province and Primorskiy Territory are
proceeding to complete the construction by lune and
commence conumercial operation in Tuly 1998, But it is
necessary to reload cargoes at a border station in
Hunchun.

The customs offices of the Zarubino route (Chanlingzi
in China and Kraskino in Russia) are for cargo transport
purpose only, and the passage by third country nationals
is not officially permitted Even Chinese or Russian
passengers face difficulties in crossing the Sino-Russian
border because of the less developed facilities of
Kraskino Customs Office Both countries are holding
consultations to overcome these obstacles, and it is
expected that the necessary preparations will be
completed by January 1998 Passengers, including those
from third countries, will be permitted to cross the border
from March of the same year. The time duration in

which cargoes or passengers can cross the border is
limited due 10 the local time difference on both sides and
the difference in working hours of the custom offices
between China and Raussia (only 3 hours and half during
summer, and 4 and half during winter). Regarding
custom clearance procedures, cargoes and passengers are
subjected to several time-consuming by the custom office
and the border guard on the Russian side

The national government, local authorities like Niigata
Prefectural Government, and the business community in
Japan are deeply engaged in the development of the
Zarubino route  In November 1996, a feasibility study on
Zarubino Port development was completed and submitted
o Russia and China through the initiative of ERINA,
The study forecasted the future cargo flows and outlined
a development plan for port facilities. It suggested that
the development phases should be divided into three
stages. The study also proposed that the following
measures should be taken urgently in order to implement
the plan:

a) The Russia should reduce tariffs, charges, and
fees, and simplify the border clearance procedure
so that the Zarubino route could become more
competitive;

b} The Chinese side should secure a certain amount
of freight bound for Zarubino, further develop
access roads and railroad, and maintain close
cooperation with Russia;

¢) Zarubino Port should significantly improve
management and services to meet international
standards

However, no significant progress has been made in the
port development since there are differences in views on
the port development between central and local
governments in Russia

2. Rajin Route
In contrast to the Zarubino route, transit cargoes from

China and Russia constitute a major volume of what the
Rajin route handles. Container shipment service between
Rajin and Pusan was commenced in Qctober 1995
Cargoes handied bave steadily increased since then, and
the annual volume must have reached 4,000 TEU in
1997 Transactions with foreign affiliated firms in
Yanbian Prefecture, etc. constitute the majority of cargo
flows. The service operates three or four times a month.

Yanbian Hunton Group, which provides a container
shipment service, started to construct a new gantry crane
capable of handling 36 tonnage containers in Rajin Port
in November 1997 and the construction will be
completed in January 1998

The shipment of Chinese woodchips to Ulsan, the
ROK started in September 1997, and 2 thousand tons of
woodchips have been shipped already.

Container shipment service for Japan (transshipped in
Pusan Port) has become active since June 1997 The
major shipment consists of apple-pear juice
manufacturing equipment (Yanbian's specialty), and
materials for n Japanese-invested sewing firm in
Hunchun. Container shipment service between Rajin and
Osaka is now under consideration A change in the
transportation route from Dalian to Rajin is also being




considered in order to ship Chinese soybeans to Japunese
ports along the west coast

In autemn 1997, tourist train services for Chinese were
put into operation between Namyang and Rajin The
service was offered two times per month, but operation is
now suspended. A plan to connect Rajin and Sokucho by
ferryboat is now under consideration in order Lo atiract
tourists from the ROK to Yanbian, Consultations and
coordination are proceeding among the companies and
authorities concerned towards the establishment of the
route by the end of 1998 A Hong Kong firm is planning
to provide helicopter service from Rajin to Yanjfi and
Viadivostok The firm has already completed the
construction of a heliport in Rajin and forecasts service
commencement by the end of 1968

Poor road conditions are one of the most serious
problems of the Rajin route. The road from China is
narrow, and it contains a lot of steep siopes and curves
Most parts of the road have not been paved yet. The
Chinese side has already started to constract a bypass
route (total length: 39 kilometers) including two tuanels,
the construction will be completed in three years. The
DPRK plans to improve an existing road with less curves
along the Tumen River as a substitute (total length: 67
kilometers). Work 1o expand the width of the road ($-12
meters) is proceeding  According to the DPRK
authorities, the pavement will start in March 1998 and
will be completed in June of the same year.

Regarding railroad operation management, the
management system was restructured in February 1898 to
unify the operational body of railroad in Rajin-Sonbong
Zone With this restructuring, it seems that the port
works and freight car operations are managed effectively.
It is not necessary 10 reload cargoes at border railroad
stations in the Rajin route either from China or Russia
and this gives the route a more advantageous position
compared to the Zarubino route.

A transitional measure was taken in February 1997 on
the Sino-DPRK border (Quanhe and Wonjong) to permit
third country nationals’ passage. Anyone with an
invitation from the DPRK is permitted a no-visa entry. It
is believed that this arrangement will become formally
effective in the very near future In contrast {o the Sino-
Russian border case, there are no multiple checks on the
Sino-DPRK border. Cargo inspection is considerably
simple compared to the Zarubino route.

3. Comparison and Prospects of Zarubino and Rajin
Routes

Both Zarubine and Rajin routes compete with each
other in terms of transportation to the eastern part of Jilin,
particularly to Yanbian Prefecture Taking into account
all aspects of both routes, such as the current status or
views of the Chinese authorities, Rajin route is
considered more competitive than the Zarubino route
under the present conditions However, certain {actors
may facilitate the competitiveness of the Zarubino route,
e g completion of Zarubino railroad construction as
scheduled (July 1998).

In addition, it must be noted that the future
development of both routes largely depends upon the
evaluation of the major cargo shipper, namely, China. It
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is expected that sound competition between the two
routes will lead 10 further wilization of both routes by
providing better services at lower prices.

B. The Economic Development of Yanbian

Prefecture and Hunchun City
1. Yanbian Prefecture

Yanbian Korean Autonomous Prefecture is located in
the deep eastern part of Jilin Province. s territory covers
42.7 thousand square kilometers and the population
accounts for 2 19 million

The prefecture’s major indices show the following
economic characteristics:

a} The population has grown slowly since 1990, and
the growth rate is almost the same as that of Jilin
Province (from 1990-96: 5 6%).

b) Agricultural production occupies a relatively
smail portion of the province (18.6% 1o GDP total)
since the prefecture is situated in 2 mountainous
area

¢) Industrial production has grown modestly in
recent yewrs, therefore, the ratio of the secondary
industry to GDP has declined from 52.1% in 1890
10 40.1% in 1996)

d) The prefecture’s foreign investment and trade hold
relatively large shares in Jilin Province compared
to the size of its economy.

Yanbian Prefecture is one of the targest local
anthorities of Jilin Province in attracting foreign
investment In 1995, an investment promotion forum was
held in Yanji, the prefecture’s capital. Yanbian Prefecture
succeeded in inviting foreign investmen! equivalent to
US$ 167 8 million from 181 firms. In 1996, 130 foreign
firms invested US$ 66 21 million. The major field for
foreign investment is light industry such as a textile
industry,

The foreign trade of Yanbian Prefecture has grown
rapidly since 1950, but it dropped sharply in 1995 due to
export bans on grains and a decline in industrial
production  Since 1996, the prefecture's trade has shown
a recovery and the amount of trade in 1997 (until the third
quarter) was US$ 1825 million. The active investment
from the ROK makes the country the largest trade partner
of the prefecture, accounting for 27% of the total armount
of trade The DPRK is the largest importer holding a
37% share of the export total Foreign affiliated firms
exported USS 53 million (609 of the total amount)

2. Hunchun City
The open-door policy and the establishment of the

economic cooperation zone has resulted in a remarkable
change in the economy of Hunchun City. In December
1988, the city obtained approval from the Jilin Provincial
Government to establish the economic development zone
The open-door policy has further accelerated and
Hunchun was designated by the State Council #s a border
open city in March 1992 In September 1992, the
Council authorized the establishment of Hunchun Border
Economic Cooperation Zone.

The growth rate of population from 1990-1996 is
14 49, the second largest growth rate next to the
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prefectural capital, Yanji City. Reflecting investment
promotion in the Border Economic Cooperation Zone, the
share of the secondary industry to GDP is the largest in
the prefecture (47.9%) On the other hand the ratio of the
primary industry to GDP sharply declined from 31.8% in
1990 10 19.2% in 1996 The amount of foreign trade in
1996 was US$ 54 million, accounting for 25% of the
prefecture's total.

The Economic Cooperation Zone plans 1o develop 5
square kilometers, 2.2 square kilometers of which has
been developed already. The total amount of foreign
capital actually used is US$ 104 million, 90% of which is
from foreign countries The ROK is the largest
investment pariner, accounting for 50% of the number of
investments and 80% of the money actually used To
further promote foreign investment, Hunchun City plans
to develop infrastructure and to ost an investment
promotion forum initiated by the United Nations
Industrial Development Organization (UNIDO)

3. Future Prospects of Yanbian and Hunchun Economies

Yanbian Prefecture, especially Hunchun City has been
stimulating its economy by promoting foreign trade and
investment. It is necessary to ensure the free passage of
cargoes and passengers across the border in order 1o
further facilitite trade and investment. In addition, the
economies of Yanbian and Hunchun depend heavily on
investment from the ROK. However, the recent
economic crisis of the ROK might slow down the
investment flows to Yanbian or Hunchun It is important
to note whether or not the investment forum in Hunchun
will be able 10 provide a chance to diversify investors and
enlarge the amount of investment.

C. Muititateral Cooperation in TREDA Devsiopment

The United Nations Development Programme (UNDP)
decided in its Sth Work Plan 1992-96 to be engaged in
the Tumen River Area Development Programme. The
Programme Management Committee (PMC) was
established in 1992 with the membership of China, the
DPRK, Mongolia, the ROK and Russia to exchange and
coordinate views concerning the development of the
TREDA.

At the 6th meeting of the PMC in December 1993, the
member countries reached an agreement to establish the
"Tumen River Area Development Coordination
Commiitee” and the "Consultative Commission for the
Development of the Tumen River Economic
Development Area and Northeast Asia” to further
promote the TREDA development, The Commission,
with the membership of the five countries listed above,
aims to promote development support, consultation,
mutual understanding, as well as economic,
environmental, and technical cooperation. The
Committee inciudes China, the DPRK, and Russia, and it
provides an opportunity for consuitation and coordination
with regard to various issues among the members.

The 3rd intergovernmental meeting was held in Beijing
in November, 1997 with an agenda that includes capital
mobilization efforts, a progress report for 1997, a work
plan for 1997-98, etc. As for technical assistance
programmes, UNDP decided to provide US$ 3.4 million

to the "Tumen Trust Fund”, and the government of the
ROK also announced it will provide an additional USS |
million This fund is utilized for technical assistance to
hold workshops, to impiement training programmes, to
conduct pre-feasibility studies and other related studies,
etc

In addition, the environmental protection programme
for TREDA and tourism promotion were major topics for
the Commission It was agreed to further investigate the
possibility of regional cooperation in water pollution
monitoring and control, biodiversity conservation, and
the introduction of international standard assessments of
environmental impact. The Commission further
discussed the necessity to fully open the Sino-Russian
border to foreigners as well as the commencement of
direct international flight services to/from the airports in
the region, e.g Yanji Airport

The 4th Commission and Committee meetings will be
held in Ulan Bator in October 1998 and prior to the
Commission and the Committee, a working leve!l meeting
will be held among the member countries

Expanding investment in TREDA is one of the most
important issues to be tackled and the member countries
agreed that successful investment programmes will
primarily depend upon the introduction of private sector
investment. Four options concerning capital mobiiization
were discussed:

a} Establishment of a new development bank such as
a Northenst Asia Development Bank;

b)Establishment of the "Tumen Region
Development Facility (TRDEF)",

¢) Establishment of a private sector capital fund;

d} Facilitating the involvement of existing
international financial institutions, .2 the World
Bank, the Asian Development Bank, and the
European Bank for Reconstruction and
Development,

The members of the Commission agreed to continue
investigating the possibility of the establishment of the
TRDF including the identification of infrastructure
building and other projects covered by the TRDF

Policy coordination among the members is also an
important issue, especially the coordination on border-
crossing issues, such as border clearance procedure
adjustments. In this sense, intergovernmental meetings
like the Commission and the Committee will become
more and more important.

Japan was formally invited to the Commission at the
2nd meeting held in October 1997 but the Japanese
government officially replied that it would remain as an
observer. Mr. Rim Tae-Dok, the acting chairman of the
Commission from the DPRK stated that the resolution at
the Znd meeting will remain effective and Japan will be
able to gain full membership at its convenience
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Far Eastern Russia: Market Promises and Reality
(Summary)
Pavel A. Minakir

Director, Economic Research Institute, Far Eastern Branch,
Russian Academy of Sciences, Khabarovsk, Russia

Current economic troubles experienced by the Far
Eastern provinces are usually linked with economic
liberalization and reforms initiated in 1992, However,
the economy of the Far Eastern region had entered a
period of declining investment and outpwt by the end of
the 1980s, By 1991, the central government appeared
unable to fulfil} its obligation and promises given to the
Far East earlier. The entire system of close and
administratively interdependent relations broke down and
Moscow looked like a bankrupt authority.

The 1986-1991 five-year plan, however, had promised
a brighter future. In 1086-1087, the annual rate of
economic growth in the region was estimated at 4 4%
After Mikhail Gorbachev announced an 'opening' towards
the Asia-Pacific region in 1986 in his speech in
Vladivostok, it was hoped that the Far Eastern £Conomic
region would move to the forefront of Moscow's foreign
and economic policy. The long-term development
program for the region was drafted by the central
government declaring significant struciural economic
chanpes in the region by the year 2000 The total cost of
this 15-year plan was estimated at Ruble 200 billion (in
1987 prices) - an amount equivalent to about Us$ 280
billion in the official exchange rate. The program
covered a number of large-scale projects in key industries
and infrastructure  But starting from 1989, the key
industrial ministries and other government agencies
reduced the volume of investment under the pretext that
the transition to a market economy had begun.

The Far Eastern cconomic region, in general, and its
main industries and enterprises, in particular, were totatly
unprepared to switch to this kind of "new relationship”
with the federal center. The key problem was the basic
model on which these relationships were based: the
federal ministries were responsible for all the investment
programs but they were taking both the resources
produced in the region and the profits of the enterprises
under their control Far Bastern Russia, therefore, was
performing the role of a raw materials enclave within the
former Soviet Union's domestic division of labor with the
key industrial ministries playing the role of natural
monopolies and owners of resources

From 1990, however, the entire system of
comprehensive administrative interdependency and
communist party control became loose. Moscow was
struggling with the republics over econemic and pelitical
issues The decline of central power symbolized the
beginning of the end of the "soviet era " The economic
consequences of this confrontation were devastating,
including the decline of industrial output, inflation, barter
transactions, and deficient market. Although investment
in the Far Eastern economy in 1986-1988 supported the
economic stability of the region, the developments of

1091 were too powerful to withstand. An economic
crises began to unfold

By 1992, the financing of the long-term development
program was practically discontinued Morcover, the
federal government sharply reduced its responsibilities
for supplying the Far East with food and other material
resources. In 1990, the Far Easterners themselves drafted
a new development concept but the post-soviet
government of the Russian Federation was unresponsive
to the new anti-crisis plan. New economic rules
introduced in 1992 were designed primarily to ensure
macroeconomic stabilization. All the regions and
provinces of the new Russia became formally equal
However, this new 'plain field' had significant exceptions
and major flaws. Yakutia (Sakha Republic), for instance,
represents an example of preferential economic treatment
by the federal center.

Nonetheless, there are some main economtic trends that
are commeon to the economies of all the Far Eastern
provinces. Surprisingly, during the first two-three years
of economic transformation the Far East looked relatively
better compared with the average economic picture of
Russia as a whole. First, extracting industries managed to
retain some support of the federal center and displayed
some stability. Secondly, the export earnings of the Far
Eastern enterprises remained in the region supporting its
economy and people. However, inflation, the decline of
the production sector, and emerging commercial and
trading businesses led to a shrinking iocal demand.
Investment activities declined faster than the overall
business activities of the industrial sector. The financial
resources from the federal budget were drying up while
the interast rates were skyrocketing

In & way, compared with many regions of Russia, the
Far Eastern economy performed relatively better during
the initial phase of economic reform  But from late 1992
to early 1993, the crisis became more obvious.
Nonetheless, the difference in the pace of decline in the
industrial output of the Far Eastern region and that of
Russia was not dramatic. The crisis revealed some
disparities in the economic performance of the Far
Eastern provinces. Before 1993-1994, Khabarovskiy and
Primorskiy krais were relatively better off due 10 their
diversified industrial structure. But later on, provinces
with resource extraction and export-oriented industries
such as Magadanskaya Oblast and Yakutia (Sakha)
improved their economic situation while Khabarovskiy
and Primorskiy krais sunk deeper in recession. Among
the industries affected by the crisis were timber cutting,
pulp-and-paper production, machine-building and
construction industries The decreasing demand for
tixed-capital goods did not affect the primary industries
and the entire economy of the Far Eastern region became




even more resource-oriented, Moreover, there were some
modest improvements in the performance of fishery,
timber cutling and non-ferrous metals smelting and
refining registered in 1996-1997. To a very significant
degree this was the result of the export earnings retained
by the enterprises.

The inselvency and the payment crisis had the most
adverse influence on the economic situation in the region.
Among the outcomes of the economic crisis was a
reduction of exchanges among the Far Eastern provinces
as well as decreasing economic contacts between the Far
Eastern provinces and other regions of Russia. For
example, in January-May 1993, 72% of the overall
production of the Far Eastern region was consumed
within the region itself, 15% was exported, and only 13%
was shipped to the rest of Russia  The dependence of the
Far Eastern economy on exports became more obvious
and its relations with the rest of Russia weakened,
However, this trend is not irreversible because the growth
in domestic demand, normalization in payments and
reduced transportation tariffs can reorient the commodity
flows in favor of the domestic market.

The central problem of the Far Eastern region is the
deficit of fixed-capital investment. Compared with 1990,
the level of investment in 1986 was estimated only at
18% (239 for the City of Moscow) The share of the
federal budget in investment declined sharply This
situation is in drastic contrast with the one before 1990
when the investment needs of the region were quite well
attended to by the central government. As a result, the
share of the Far Eastern region in the fixed-capital
investment for the whole of Russia declined from 7.9% in
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1991 to 5 2% in 1996,

The structural changes in the economy of the Far
Eastern provinces revealed the growing role of the
service sector and extracting industries, while the share of
the manufacturing sector has declined. The gross
regional product has declined along with the share of
value added affecting savings and capital formation. In
1995, the fixed-capital investment in the Far Eastern
regional GDP was higher than the national average, but in
1996 these proportions were reversed.  Moreover, the
external demand for Far Eastern preducts is insignificant
and the economic recession of the Far East could
continue indefinitely unless there is an "external” factor
powerful enough to reverse economic trends

In this respect some hopes were associated with the
recent development program for the region. But the
implementation of the program is in question partly
because its main instruments and management struckre
remain on paper. The concept of the program is
comprehensive enough but in general it is an ‘indicative
blueprint' rather than a real plan for action. It is
subdivided into a number of smalier uncoordinated
programs that are not supported in terms of funding. The
important festure of the program, however, is the
message it sends with regard to Far Eastern provinces -
federal center relations This program is based on the
assumption that the Far Eastern economic region is an
important part of the unified economy of the Russian
Federation even though many vital links were broken or
damaged during the first phase of economic reform

(Original script in Russian translated by ERINA)
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For the Revitalization of the Siberian Land Bridge
(Summary)

Hitoshi Tanaka, Researcher, Research Division, ERINA
Dmitry Sergachov, Researcher, Research Division, ERINA

introduction

The Siberian Land Bridge (SLB) is a system to
transport containers between Europe and Asia mainly by
the Siberian Railroad. The SLB's specific characteristics
are: 1) an international intermodal transportation system
which combines transportation means, such as ships,
railroads, and trucks, and transportation related services;
2y the SLB can transport not only to Russia but also to
Central Asia and to Europe as a whole, the SLB can
substitute sea routes. (See map)

The Trans Siberian Railread, which is a main part of
the SLB, began to be constructed in 1891 for transporting
materials and immigrants for labor to the Russian Far
East. It was opened in 1916 with the completion of the
Amur Railway Bridge. The Trans Siberian Railroad has
an overall length of about 8,300 km, starting a1
Viadivostok and ending in Chelyabinsk in the Ural
Region. [1 is then connected to other railroads to
Moscow, St. Petersburg, etc,

The idea of the SLB began in 1965 when a Japanese
export company opened the route from Otaru and
Yokohama to ship timber bound for Finland via
Nakhodka port, where the timber was transshipped by
train, using the Trans Siberian Railroad. The Soviet
Union promoted the use of this route by controlling
transit freight through the country, because it could bring
foreign currency to the country. A regular sea line
opened in 1971 between Nakhodka port and Japan. The
transit base was later changed from Nakhodka to
Vostochny, and the operation of block trains for transit
freight began. The Siberian Land Bridge was prepared
for use, and the amount handled reached a peak in the
first half of the 1980s

Characteristics and Actual Handiing Amount of the
SLB during the Soviet Era

(1) Distance and time for transportation was shorter than
the sea route.

Example:
Distance Time
{Yokehama Rotterdem} | (Japan-Netherlands)
SiB 13,009 km 25 days
Sea Route (via the Suez Canal) | 20,708 km 30 days

(2} The SLB was more appropriate for refrigerator
containers than the hot humid area around the equator,

{3) The government of the former Soviet Union adopted a
policy to set up charges for an intermodal transportation
system using the Trans Siberian Railroad and ships that
was cheaper than sea routes, when the SLB opened

(4} A mutual cooperation system among transporiation

related organizations was already established. For
example, despite the fact that the Ministry of Railways
and the Ministry of Merchant Marine used different
containers, they did not have to change their own
containers to others because they had an agreement to
exchange containers

Because of these factors, the amount of containers
handled through the SLB continued to increase, and at its
peak (1983) it reached 110,683 pieces including
transporiation to the West and East. However, at the
beginning of the 1990s the amount decreased
substantially The reasons for this are as follows:

1) After the dissolution of the Soviet Union, the
centralized administration system coliapsed, and the
controlied rail fare policy could no longer be
implemented.  As a result, the Railway Bureau began to
consider costs and benefits. Because fuel and electricity
costs rose strikingly due to price liberalization, the Trans
Siberian Railroad fares rose more than the rise of
consumer prices, and the charges for port facilities and
ships also increased. On the other hand, sea route fares
were lowered. The SLB's price competitiveness was lost
2) Customs procedures became complicated. For
example, it took more than a week to go through customs
procedures because customs application forms had to be
filled listing each item in containers, and all contents had
to be checked one by one.
3) During the Soviet era, safety was not guestionable
because of the government's coptrol.  However, after the
dissolution of the Soviet Union safety decreased, and
robbery and damage increased  The government no
longer had enough control.
4) Since the agreement between the Railways and
Merchant Marine Ministries was invalidated in 1990,
these Ministries had to change containers at ports. This
brought delays and higher costs.
5) Because the former Soviet Union was dissolved, and
each independent Republic began to adopt its own
transportation policy, adjustments of fares for intermodal
transportation became difficult The Ukraine and
Kazakhstan began to require border-crossing customs
procedures

As aresult, the SLB lost its competitiveness in terms of
price and time Shippers decided to take the sea route
instead. The number of containers handled through the
SLB was 7,895 in 1996, only 7% of the number at its
peak in 1983

In 1980 Niigata port became a port used in the
container line between Japan and Vostochny, called the
Trans-Siberia Container Service or TSCS. After that the
amount of containers increased steadily, exceeding 5,000
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TEU in 1990 Export products were mainly handled at
Niigata port, and the main products were machinery and
chemical products. These products used to be transported
1o Russia itself, they did not represent transit freight
However, since the disselution in 1991, the amount of
containers handled continued to decrease panly because
of Russia's economic crisis. At present, this route is not
used any more

Substitutes for the SLB

There are some substitute routes for the SLB between
Europe and Asia, The most frequently used is a sea route
via the Suez Canal To transport freight from Japan or
Korea 10 Europe, the SLB required less time than the sea
route, however, the sea roule takes less time to transport
freight from China or Southeast Asia As for intermodal
transportation charges, the sea route is cheaper except
when transporting from Japan to Eastern Europe.

Another substitate for the SLB is the China Land
Bridge This is a route from a port in China
(Lianyunggang, Jiangsu) to Europe through Urumgi in
Xianjiang Uygur and Kazakhstan by Trans-China
Raiiway, then through the Siberian Railroad from
Novosibirsk in Russia. Although the Trans-China
Railway is 2,000 km shorter than the Trans Siberian
Railroad, its intermodal trapsportation charge is more
expensive than the SEB. This is because it needs to cross
several borders, and customs procedures are time-
consuming.  Another reason is that containers have to be
transferred due to the different gauge  Safety is also
gquestionable; during the trip information on the
containers’ movement is not available, Thus, the China
Land Bridge is used only by Korea, not by Japan

Movements towards Revitalization of the SLB

{1) The Russian Federal Government

The biggest issue to revitalize the SLB is to lower ils

charges. Revitalizing the Trans Siberian Railroad was on

the agenda of the meeting with representatives from the

Ministry of Transportation and Primorsky Territory held

in mid-June 1997 in Moscow. At the meeting it was

agreed that government control was necessary (o increase
the amount of transportation through the Trans Siberian

Raiiroad, and that revitalizing the Trans Siberian Railroad

required lowering charges and establishing an

international standard system for transporting and
handling transit freight. The following measures were
decided upon:

a) Charges for transit freight would be lowered by 10%
for general goods and by 30% for cortainers.

b) Customs procedures would be simplified. For
example, the new procedures would take about one
hour, it used to take 5 to 10 days.

¢} The duration of transit was confirmed,

For example,
Vostochny to
Luzhayka (between Russia and Finland)
12 days and 5 hours

Brest (between Belarus and Poland)
12 days and 15 hours

Chop (between Ukraine and the Slovak Republic)
11 days and 15 hours
If the timeframe is not kept, shippers will be allowed to
impose a penalty.
d) An information system regarding transportation status
was established  Each container can be traced by the
computer of the Ministry of Railways

(2) Primorsky Government
A working group to examine national support for
transit transportation through the Trans Siberian Railroad
was established in Primorsky Territory  Members of this
working group consist of representatives from the
Primorsky government, the Viadivostok Branch of the
Far East Railway Department, Far Eastern Customs
Department, Pacific Border Guard Department,
Nakhodka Free Economic Zone, Far Eastern Shipping
Company (FESCQO), Vostochny Commercial Port,
Vladivostok Commercial Port, etc. The major issues for
discussion in the working group are: a competitive charge
system; simplification of the transhipping system at the
border; securing safety of fretght in Russia; and
development of new shippers At the local level results
are as follows:
a) Port shipping charges for ships transporting transit
freight would be lowered by 50%.
b} The transportation charges of FESCO were lowered by
10%
c) The container handling charge at Vostochny port was
lowered by 1G%

Nakhodka City also lowered municipal tax rates on
transit transportation companies by 50% to compensate
for the decrease of benefits caused by the lowered
charges. Primorsky Territory also lowered property tax
by 50%.

The amount of transit freight handled through the SLB
is increasing as a result of the above mentioned measures,
In 1997 the amount increased by 20 to 25% from the
previous year, and it is expected to increase 5 to 6 times
within two years Regarding the safety of freight, there
were no claims in 1997

(3) Japan's Support

The Hashimoto-Yeltsin Plan was agreed to at the
Summit meeting held in November 1997 The plan is to
support Russia In the agreement supporting
modernization of transportation networks, the Trans
Siberian Railroad was included as an essential item.
Following this agreemeat, it was confirmed that a mission
by high officials from Russia, including officials from the
Ministry of Economy and the Ministry of Railways,
would be invited to Iapan to discuss matters regarding
railway management with Japan's Ministry of Transport.
Practical measures for support are advancing
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New Horizons in Russian Economic Statistics: 1995 SNA Input - Qutput Tables
(Summary)

Masaaki: Kuboniwa
Protessor, Economic Research Institute, Hitotsubashi University

The State Committee on Statistics submitted industrial
input-output tables for 1995 to the Russian Federation
Cabinet in September 1997. This article provides a brief
outline of the input-output tables, comments on their
significance and problems, and briefly analyzes the
characteristics and problems of the Russian economy in
the transition period.

The input-output tables for 1995 have epoch-making
characteristics: (1} they are the first large-scale input-
output tables based on fundamental research in the new
Russia; (2) they are the first input-output tables ever
created in Russia based on the System of National
Accounts (SNA); and (3) they are probably the first
benchmark input-output tables produced in accordance
with "SNA 83" The 1995 input-output tables enable us
to see in detaile the structure of the Russian economy in
the transition period. Since the 1995 tables also allow us
to examine scientifically the consistency between GDP
and GDE, a major advance has been made in obtaining
the conditions necessary to promote review of
macroeconomic GDP statistics. The Russian economic
statistical system has entered a totally new era led by the

1995 input-output tables, which are sufficiently
comprehensive to reveal the relationship among
production, distribution, and consumption,

The 1995 input-output tables are a milestone in the
restructuring of Russian economic statistics. However,
they also have many problems specific to the transition
to a market economy, including areas that have been
omitted: certain statistical data, inflation, tax evasion,
and unreported imformation. Particularly, in the detailed
classification input-output tables there are some
industries which show great differences between the total
intermediate input and production {total gross outlays)
and the tetal intermediate demand and final demand
{total gross output). Although this is a weakness in the
1995 tables, it serves to clearly show problems in the
Russian economy and in statistical data which were not
evident before.

Although the 1995 tables have some weaknesses, they
allow us to understand the inner workings of the Russian
gconomy in its transition period, and to clearly recognize
issues in need of resolution,
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Price Comparison between China and Japan
-Observed Price Gaps and the Sources-
(Summary)

Li Jie, Lecturer, Ritsumeikan University
Hiroshi Izumi, Professor, Osaka University of Economics
Kiyoshi Fujikawa, Professor, Konan University

This paper attempls to explain why prices are
systematically higher in Japan than in China with two
main purpeses: (i) presenting a methodology for a
bilateral comparison of cost structure by using
harmonized input-output tables and purchasing power
parity data, (if} measuring both direct and indirect effects
of productivity and input-price components of sectoral
costs of production in Japan relative to China in the year
1990.

As to the direct components, the main findings in the
empirical study are as follows: (i) Japan's prices are
relatively higher than Ching's in all 26 industrial sectors,
which we examined, {ii} China's wages are lower than
Japan's (raising prices in Japan), while Japan's labor
productivity on the whole is higher than China's
(reducing prices in Japan). However, taking both labor-
related components of wage and productivity into
consideration, the former effect offsets the latter, as a
resuit, the labor-related component raises Japan's prices
relative to China's, (iii) the price effects of intermediate

input are price reducing in China, while the productivity
effects of intermediate inputs are basically price reducing
in Japan. And, as we observed in the labor-related
component, price effects tend to offset the productivity
effects, (iv) the capital input productivity components are
basically price raising in Tapan, since Japan's industries
have relatively large fixed capital-output ratios. And in
all of the industries, the components of capital price are
also price raising in Japan, (v} other" components, which
represent the price effects of "profit rate in a broad
meaning,” work mainly to raise prices in Japan.

Since input prices are originally output prices of other
industrial sectors, the intermediate input price can be
decomposed further. Therefore, the indirect effecis in
this paper mean ultimately decomposed input price
effects spreading through inter-industry input output
relations  The observation shows that indirect effects
tend to amplify the general tendency observed in the
direct effects considerably.
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