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The Political-Security Situation in Northeast Asia

Robert A. Scalapino
Robson Research Professor of Government Emeritus
Institute of East Asian Studies
University of California at Berkeley

Northeast Asia represents the most diverse, hence
complex region in the world. In economic, political, and
cultural 1erms, the differences among the nations of the
area are huge, and while virtually every state is dedicated
to continued economic development with an emphasis
upon a market economy, those differences are likely to
remain significant

In Russia, socialism has been abandoaed, but the
quest for a viable new economic order continues amidst
recurrent crises. Mongolia, once a Soviet satellite, is also
seeking a new economic system with great difficulty.
China has been involved in the process of modifying
socialism with considerable success Yet its present
efforts to operate a hybrid economy in which the state
sector is still umportant are meeting with serious prob-
lems. Only North Korea clings to the old Stalinist eco-
nomic strategy, and even here, the signs of cautious
change are multiplying

Meanwhile, Japan and South Korea are wrestling
with the problems of effecting substantiai changes in an
economic order that was once highly successful, but now
requires major reforms to advance in an interdependent
world. Only the United States has thus far remained
abreast of the times in economic terms, standing on the
frontiers of science and technology, and with an econom-
ic order relatively open and highly competitive
Unparalleled prosperity up to date has been its reward

The time of transition

In the political realm also, a wide range of systems is
to be found. Once again, Marxism-Leninism in its classi-
cal form is undergoing significant alterations. The col-
lapse of Communism in Russia signaled a global trend
However, those who predict the universal trivmph of
democracy are at lfeast premature Russia itself illustrates
the hazards of instant democracy imposed on a highly
authoritarian background. President Boris Yeltsin has
been ailing both physically and politically, but under the
1993 Constitution, he still has the power 1o make and
unmake governments Parties are the products of individ-
uals, singly or in coalition, and the post-Yeltsin leader-
ship remains unclear. Morale at all levels of society
remains fow, with limited faith in the new institutions and
uncertainty about future leaders. In the midst of a falter-
ing economy, and with regions cut off from the old sys-
tem of largess provided by the center, decentralization
and separatism emerge, especially when factors of reli-
gion and ethnicity are present.

Under the circumstances, it is not surprising that
nationalism, often flying anti-Western, and especially
anti-American banners, has risen The early economic
failures are [requently ascribed to mistaken American
advice Then came the expansion of NATO, followed by
Kosovo. Thus, “Westernizers” are generally in low repute

at present, and those who aim at rebuilding Russia as a
global power by focusing upon relations with former
USSR members and old partners Hke India and China are
i vogue, As we shall note later, this fact is strongly influ-
encing current Russian foreign policy.,

The political scene in China is more stable, although
here too, uncertainties regarding the future abound China
has moved from MLM (Marxism-Leninism-Maoism) to
authoritarian pluralism. Politics remains awithoritarian, but
with greater flexibility than in the Maoist era Freedom of
speech has greatly expanded. Freedom to publish is more
restricted, but criticism of certain conditions and policies,
providing it is generally in line with government views, is
permitted. One cannot challenge the Communist Party’s
political dominance, as those who sought to form a gen-
uine Democratic Party discovered, but the role of both the
Nationai People’s Assembly and the Chinese People's
Poiitical Consultative Conference has expanded some-
what Moreover, increased emphasis is placed upon the
ruie of law, and supervised village elections are wide-
spread.

Within this context, two political trends are especial-
ly noteworthy. First, at the center, China is moving from
one-man supremacy toward collective leadership. Jiang
Zemin is defined as the “core” of the party, but no one
regards him as another Mao or Deng He is the manager
in the increasingly complex, diversified government, with
aathority allocated in accordance with the role assigned,
and consultation among invoived individuals and units
regularly conducted.

Accompanying and abetting this trend, the nature of
leadership has changed. The ideologues have given way
to the technocrats. Most leaders of the present were
trained in such fields us engineering, or sought 10 acquire
knowledge in the economic realm. An ideological content
is carefully preserved in policy speeches, with the correct
words spoken, but pragmatism underlies the actions
taken

The pluralist aspects of the current order are most
clearly revealed in the social and economic arena Rapid
development over two decades has resulied in extensive
decentralization, and at the same time, & growing number
of increasingly articulate interest groups. A civil society
apart from the state is emerging. At some point, China
will require a more formal federal system, with authority
allocated legally among center, region, province and
locality.

Up to date, the military have remained under the con-
trol of the party However, top military leaders have a
strong voice in policy matiers that concern them, and in
those parts of the country where security problems exist
such as Xinjiang and Tibet, their authority is enhanced.

As noted, the private sector represents the truly
dynamic portion of the economy, and further, the Chinese




economy is now imeversibly intertwined with the global-
ization process, both institutional and non-institutional

Is there a risk to stability in the current trends?
Clearly, there are worries among current leaders. At pre-
sent, unrest among peasants dissatisfied with agricultural
prices, excessive taxes, and cortupt local officials and the
mounting urban unemployment that has accompanied the
downsizing of State Owned Enterprises concern officials
far more than student unrest which has sleckened

And when Kosovo is mentioned, Tibet or Taiwan
comes to mind. Thus, as the appeal of MLM ideology
declines, nationalism is atilized to strengthen the loyalty
of the citizenry The appeal is to “patriotism,” and hard
work to make China “rich and strong”

Japan is another nation in transition, although the
basic institutional structure remains unchallenged. After
decades of rapid economic growth and a stable one-party
dominant political system, there are clouds over both the
economy and the government Japan stands as testimony
to the fact that fundamental economic reform requires
cultural as well as economic alierations Hence, it cannot
be aceomplished quickly or easily, especially when gov-
ernments are short-lived. A transition is underway as
Japan reluctantly adjusts to the new global order
However, to abandon the corporatist system for a truly
competitive, open economic order is painful

At present, unsteady coalitions, and leaders who
maintain power precariously dominate Iapanese politics,
with rapid shifts in the degree of public support they hold
The effort to reduce the power of the bureaucracy and
enhance the role of elected and appointed officials is
making progress. Yet on the part of the Japanese people,
there is greater self-doubt than has existed since World
War I Moreover, the advantage of being a highly homo-
geneous people in an island environment has its disad-
vantageous side. Can Japan become truly iternationalist,
shedding its propensity for introversion and exclusive-
ness, as its own needs and those of the world require?

The United States is the final major power with deep
involvement in Northeast Asia, although it lies geograph-
ically outside the region. In comparative terms, the US
is perhaps the most stable of the four large nations at pre-
sent. kts economy has adjusted to the new era relatively
well American politics, however, symbolize the fact that
this is the most revolutionary society in the world in
terms of the pace of change over recent decades. Hence,
the issue paramount in the minds of many Americans is
how to adjust to the changes that affect one’s daily life
and that of one’s family: housing, transportation, commu-
nications, education for one's children, crime, pollution-
the st is endless. What time and {unds should be expend-
ed on these vital concerns in comparison with America's
international commitmenss?

After decades of internationalism-with its costs and
risks-a rise in neo-isolationism is taking place in the
United States, ironically at a time when criticism regard-
ing U S. hegemony and arrogance is at high tide. This too
represents o form of nationalism The United States is not
likely to retreat from the world, given its deep economic
and political stake in international events, but issues relat-
ing to the extent and type of involvement are rising in
importance for the average American, and are already
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being translated into issues on the political front.

Meanwhile, there are no heroes oa the American
political stage at present. Indeed, ail aspirants to political
office in the U.S must run the gauntlet of media exposes
of their private as well as public lives Scarcely anyone
emerges unscathed A totally free media plays a vital role
in raising issues needing attention and exposing wrongdo-
ers but it can also undermine public confidence in leaders
and lead to cynicism regarding politics generally.

Turning to the smaller states of Northeast Asia, the
two Koreas stand in stark contrast (o each other. The
DPRK has been mislabeled a revolutionary state. In truth,
it is a highly traditional society. Juche (“self-reliance”) is
a slogan reflecting an effort st maximum isolation, remi-
niscent of the traditional “hermit kingdom ™ Moreover, a
monarch has occupied the Korean throne in recent fimes,
wielding absolute power, with dynastic succession in
place Yet uadition cannot succeed in the modern world.
North Korea at present is a failing state, its economy
obsolescent, its society out of touch with most contempo-
rary eveats.

Imminent collapse seems unlikely The regime is
cemented at the top with a new Great Leader carefully
integrated with the military, and military supremacy is a
key slogan. The one aspect of modernity in the system,
moreover, is the capacity 1o mobilize the masses in peri-
odic pageantry and manifestations of patriotism. Here
too, nationalism is everywhere in evidence

The critical issue, however, is the pace and extent of
change. Understandably, the worry of the top elite is the
effect of economic change on the political order Yet the
DPRK must join the world if it is to survive, and that
process has begun, ever so timidly Will it be in time?

Meanwhile, to the south, the ROK has made the tran-
sition from authoritarian pluralism to democracy, and is
now recovering from the recent economic crisis. Here
too. past culture has been put under strain, but bold lead-
ership has enabled a challenge to the old order, one that
continues 10 meet resistance, but shows promise. South
Korean democracy has its problems, among them intense
regionalism, highly personalized and very bitter politics,
and the uncertainties regarding the next generation of
leaders as the era of the three Kims comes to a close. Yet
on balance, the ROK is rising in prominence, prepared to
play @ rmore significant role in the region

To the northeast of the Korean peninsula lies
Mongolia, sandwiched between Russia and China.
Democracy here has existed for only a decade, and the
turnover in leadership has been extensive Yet almost all
of the new leaders have been young and post-Soviet,
hence oriented toward a very different future. Change in
this society will be highly uneven Some forty percent of
the population are still nomadic But change will come.

In surveying any region of the world today, one must
pay homage 1o one central fact. We live at a time when
three somewhat conflictual forces are rising and forced to
interact with each other: internationalism, nationalism
and communalism. The latter refers to the quest of indi-
viduals troubled by the challenges to values and identity
for & more meaningful community This may come in the
form of increased ethnic affiliation; a deeper commiiment
to religion, especially fundamentalist religion or cultism;
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or stronger localist attachments. How these three forces
interact in 2 given state or region will determine the bal-
ance between stability and turmoil, harmony and discord.

National strategies: The United States

With the foundations in place, iet us now turn to the
strategies of each Northeast Asian state as they are mani-
fested in current foreign policies, commencing with the
sole superpower of the present, the United States.
American foreign policy has fong rested on two pillars:
perceived national interest and moral commitment. When
these are in harmony, a policy generally has maximum
supporl; when they clash or appear to clash, dissension
often ensues. Thus, after Pearl Harbor, support for U.S,
participation in World War II was massive. In contrast,
after its initial stages, the Vietnam War produced increas-
ing divisions This highlights another {fact Americans are
an impatient people. U.S. leaders have come to realize
those actions in the international arena quickly taken and
quickly over, and with minimal costs, represent the
course most likely to win public approval

In the period ahead, American strategy will probably
be based upon {wo approaches, taken simultaneously: a
concert of powers and a balance of power. The U.S. will
strive to build coalitions of states having a common inter-
est ia a given issue, hence, willing to work Logether
toward reaching a solution. Korea is one example, with
the U5, Japan and South Korea working in concert, and
with substantial support from China. Many other issues,
such as those in the environmental and resource fields,
are susceptible to similar treatment.

At the same time, given the numerous unresolved
problems in the region, the military modernization pro-
grams underway, and the fragility of the domestic order
in many societies, a balance of power will be maintained,
with existing military allances kept largely intact.

Tie U.S.- Japan strategic alliance

Since bilateral relations will continue to be criticaily
important, how should one evaluate U S relations at that
level? The U.S -Japan strategic alliance continues to be
the centerpiece of the American commitment to & strate-
gic balance, and both governments support it. The revised
guidelines recently adopted are indicative both of the
U S. desire for & greater securily contribution by Japan
and Japan’s desire for a more influential role in the inter-
national realm. If Japan is to be “a normal state,” it must
have a security policy less dependent upon the United
States. As nationalism has reemerged in Japan, such
issues as constitutional revision has assumed greater
importance.

For its part, the United States has been uncertain of
precisely what it wishes JTapan to be and do on the inter-
national stage. It wants Japan to do more, especially in
the realm of economic assistance, but it does not want a
nuclear fapan or a nation pursuing a unilateral, high mili-
tary posture. In Japan, meanwhile, the search will go on
for a more independent position. The past patron-client
relationship is coming to a close, and partnership is the
goal Yet the fear expressed in certain Asian quarters of
the restoration of Japanese militarism is largely unwar-
ranted. Only the emergence of two conditions would

strengthen that possibility: o greatly increased perception
of external threat and the loss of American credibility as
an ally. The latter at least is very unlikely. The American-
Japanese security atliance will be adjusted in the years
ahead to the revolution in military technology, with the
number of on-shore bases and in-country American
troops affected over time. However, until there is a credi-
ble muitilateral security structure in place in Northeast
Asia, this aliance will survive.

Other issues between the U8 and Japan exist, many
of them in the economic realm. The U.S. has been dissat-
isfied with the pace of Japanese economic reform, the dif-
ficulties in entering the Fapanese market, and the huge
trade deficit. Japan has resented American impatience
and hectoring. Moreover, on occasion; Tokyo has feared
Japan-passing as much as Japan-bashing. Is China receiv-
ing greater attention? .

Yet while there will continue to be contentious issues
in this relationship, and Japan will assume a more inde-
pendent position in its foreign policies, especially in Asia,
the U 5 -Japan ties will continue to be close, reflecting
the common interests of the two societies despite their
significant cultural differences. These two nations repre-
sent the two most advanced economies in the world, ripe
for greater technological interaction; politically open
societies with key issues debated extensively; and soci-
eties facing in common some of the problems of post-
modernity A broader network of formal and informal
dialogues is now necessary to bring the two peoples clas-
er together, cementing a relationship that has logic on its
side

The United States and China

A second critical bilateral relationship is that
between the United States and China. Here a complex
and volatile combination of cooperation and contention
exists, with passionate outbursts on occasion. Leaders on
both sides understand the mportance of achieving a rela-
tion that is on balance positive. The nature of 1.8 -China
relations affects every issue and every nation in Asia,
especially Northeast Asia Further, the economic ties
between these two countries continue to expand despite
various problems .

Yet in recent times, a series of events have shaken
the relationship, highlighting its negative aspects. On the
American side, troublesome stories were presented to the
American people: the Cox Report with its allegations of
Chinese nuclear espionage; the charges of Chinese politi-
cal funds being expended in U S elections; continued
human rights issues, and concerns about the direction of
Chinese nationalism. The “China Threal” thesis thus
received increased attention

On the Chinese side, the public has been continuous-
ly presented with charges of American hegemony in
global affairs, and the U S effort to implant its system on
others, interfering in their internal affairs-charges made
more intense by Kosovo and the accidental bombing of
the PRC Embassy in Belgrade, Over 80% of the Chinese
people refused 1o believe that the bombing was acciden-
tal, seeing it as retribution for China’s opposition to U.S.
policies.

Thus, leaders on both sides must be careful in seek-




ing to improve relations a1 present, cognizant of a suspi-
cious public, backed by powerful political forces in both
governments. Yet every recent American Presidents
inciuding Clinton has opted for a China policy that seeks
engagement, gambling on the belief that with China’s pri-
mary commilment is continued economic development.
On the other hard, Beijing is facing a number of serious
domestic problems that will not be solved quickly or easi-
ly The government, therefore, must pursue policies that
increase China's interaction with the region, contributing
to regional pesce Further, there is a number of issues
upon which the U5, and China can cooperate, Yet at the
same time, the U.S. retains a hedge against the possibility
that it has miscaleulated China’s policies in Asia and that
a militant nationalism will restore the Middle Kingdom
complex, with its propensity for dominance. Hence, a bal-
ance of power will be maintained-or as Beijing wouid
define it currently, an imbalance of power, with the U.§
the dominant force

Clearly, the nature of the U §-China relationship
will be critical in determining Asia’s futuere. If economic
ties remain important to both parties, a series of common
interests can result in being a part of a concert of powers
on various issues Also, if military modernization can be
kept within bounds, with transparency increased through
dialogue on military matters so as to construct some
degree of trusy, this relation can serve to advance the
cause of peace But the future is still unceriain, and
domestic trends in both societies will play a critical role
in determining the course of events

U.S.~Russia relations

U.S. relations with Russia also represent a complex
picture a1 present. Up to date, Washington has favored
economic support for the Yeitsin government because it
has seen the preservation of this governmént as essential
if democracy and some degree of social stability are to
survive. However, recent allegations of massive corrup-
tion have caused various sources to challenge this policy
Further, the expansion of NATO and the Kosovo opera-
tion have deeply troubled the relationship despite
Muoscow's partial adjustment to both events. Most recent-
ly, the Russian military incursion into Chechenya has
added to the tensions, as has the American interest in see~
ing the development of a Caucasian oil pipeline running
outside Russian testitory.

It is 10 be noted that the deep problems in U S~
Russian relations relate to Europe and secondarily, to the
Middle East rather than 10 East Asia. The expansion of
NATO, not yet concluded, has appeared to many
Russiens to threaten Russia’s security, and the NATO-
Russia Founding Act has not assuaged those concerns
The military action against Kosovo, taken outside UN
auspices, left Russia out of the critical decision-making
process and raised the delicate issue of intervention in
domestic ethnic matlers.

On the broader strategic front, Russia has strongly
opposed U.S. efforts to develop a missile defense system
or alter the ABM Treaty The ratification of START 1I
has been set back, and START IH negotiations have not
yet been launched. There is also the issue of Russian sale
of advanced military techanology to Iran

— -
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in Northeast Asia, Russia has thus far been able o
participate in multilateral institutions and dinlogues only
minimally despite requests to take part in such activities
as the tatks on Korea. Nor has the United States shown
much interest in economic investment in the Russian Far
East, given the conclitions there.

While there is no danger at this point of a U S.-
Russian conflict, Cold or Hot, the issues darkening the
relattonship are substantial, and much will depend upon
domestic developments in both countries, and the means
whereby Russia’s aspirations to be treated again as a
major power can be realized within the evolving interna-
tional decision-making process. In this connection,
Russia’s economic recovery will be crucial. For example,
the Russian Fur East should eventually become a more
active participant in the Natural Economic Territory
(NET) that will center upon the Sea of Japan (East Sea)
At some point also, Russia should be allowed to become |
a part of the concert of powers dealing with Korea, and
other security issues relating to the region. In sum, US.-
Russia relations must be encased in a greater degree of
multilateralism, both in the western and eastern portions
of the Eurasian continent,

The Perry Report and beyond

With the smaller nations of Northeast Asia, U.S rela-
tions are more positive at present than at any time in the
post-1945 era. The strategic allinnce with South Korea is
firmly supported by both nations, and overall relations
with the Kim Dae-Jung government are good despite the
shock of the Nogun-ri affair. The two governments are
now on & common track with respect to North Korea, and
the signs on balance are hopeful

The Perry Report outlines in clear fashion the poten-
tial benefits of a more positive DPRK relation with the
United States, including the progressive reduction of eco-
nomic sanctions and moves toward diplomatic recogni-
tion. Meanwhile, KEDO despite difficulties is back on
track And the signs multiple that North Korea has elect-
ed a course of turning out for economic and scientific-
technological growth, with improved relations with the
U 5. a prime objective, despite ils insistence that U8
forces be removed from the ROK, a dernand that will not
be met under present circumstances Nevertheless, while
those who familiar with the past will remain cautious, the
general scene appears more hopeful than in recent years

U.8 relations with Mongolia are also favorable,
although modest Washington understands and approves
of Mongolia’s desire to maintain balanced and positive
relations with its big neighbors, China and Russia, while
adding Japan and the United States as nations involved in
aid and support, seeking safety in numbers

Japan and its Asian neighbors

Let us turn next to Japan’s bilateral relations with its
Asian neighbors. Japan-China relations remain hostages
to a negative historical legacy to a considerable extent,
despite recent efforts to move forward Jiang Zemin's
1998 visit 10 Tokyo was a near catastrophe due to his con-
tinued insistence upon a more complete apology for past
sims, alienating many fapanese. Prime Minister Obouchi’s
later trip to Beijing, with its emphasis upon economic
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issues was more successful.

China, however, continues 1o signal its fears that
Japanese militarism will be restored, and the periodic
statements of key officials, like the recent suggestion that
Tapan should have nuclear weapons by a vice-minister,
fortify these fears. Beljing’s opposition to the revised
U.S.-Japan security guidelines, particularly the concern

that Taiwan may now be included in Japan's sphere of

responsibility and the projected U.5 -Japan cooperation
on TMD are additional problems

Taiwan remains 2 sensitive issue because while
Japan has been careful to avoid exiensive involvement,
this island is the one region of Asia where Japanese colo-
nialism is remembered with considerable favor, a fact not
lost upon Beijing. At one point, China did not object 10
the U § -Japan security pact, realizing that it served as a
safeguard against unilateral Japanese military activities
Recently, this view has been muted

Looking shead, the most favorable scenario would be
one in which Japan continued to play a vital role in
China’s economic development, verifiable agreements on
arms controls encompassing these and other Asia-Pacific
states were reached, and Japan and China played impor-
tant roles in those concerts of powers established to con-
tain or resolve the owtstanding problems remaining from
World War I1. Whether that scenario can be realized,
however, depends heavily upon the actions and attitudes
of both states

Meanwhile, fapan’s relations with Russia are trou-
bled by the relative lack of progress on the Northern
Territories (Southern Kuriles) issue. Visitations are per-
mitted, but no acceptable fornuila for handling the basic
issue of sovereignty has been reached, and given the ris-
ing nationalism in both societies, agreement will be diffi-
cult

[n addition, Russia’s troubled economic condition
renders progress on this front slow, but vitally important.
The two Sakhalin projects on oil and gas development
signal the potentials. A Japanese-Russian
Intergovernmental Commission on Trade and Economic
Cooperation has thus far concentrated on energy issues.
While these will undoubtedly be the most important
aspects of economic cooperation in the near term, a vast
array of products--minerals, timber and fish-can serve to
boister Japan-Russian trade. The Japanese capital and
technology at some point could be serving to aid in the
rebuilding of the Russian Far East industrial structure. In
sum, the future of Japanese-Russian relations depends
heavily upon economic factors.

Japan’s relations with South Korea have taken a sig-
nificant upward direction since the advent of the Kim
Dae-Jung administration. Kim has made it one of his pri-
orities to improve relations with all ROK neighbors
including lapan, and his visit to Tokyo resulted in
advances with respect 1o cuiturai relations and a fisheries
agreement (although South Korean fishermen have not
been happy with the accord) Military consultations are
alse taking place. Certain old issues remain, foremost
among them the historical prejudices that still prevail
among the people of both communities, and thus Korean
worries about Japanese militarism akin to those of China
are often voiced But the picture is more promising that

.....5“.

any point since 1945,

Japan's relations with North Korea remain minimal,
but if a North Korean policy of gradual opening comes to
pass, Japan will undoubtedly play an increasing economic
role in the North’s development, At present, however, the
DPRK negative propaganda directed at Japan remains
intense. Yet at some point, the old issues on the Korean
side involving comfort women and other legacies of the
past, and on the Japanese side, the concerns about alleged
kidnappings and incursions into Japanese waters by
DPRK ships will be handled through negotiation
However, that day may not be imminent, and currently,
many Japanese see North Korea as the greatest threat

Tapan has shown some interest is greater economic
involvement in Mongolia, with the extént dependent upon
the future economic climate there. Meanwhile, it accepts
Mongelia's basic strategy as sound.

In the broadest sense, Japan is searching for & more
active role in East Asia and in the world, one that will
reestablish it as a truly major and independent power
Thus. it seeks a permanent seat on the UN Security
Council, membership in all relevant multilateral bodies,
and participation in certain newly formed triangular
groups, while still maintaining its security ties with the
United States. The nationalist manifestations to be seen in
Tapan at present are part of a global trend, but as noted, if
the region moves toward serious dizlogue on contentious
issues and Japan’s strategic isolation is avoided, the ultra-
right will be comtained.

China and the region

The broad trends in China's recent foreign policies
are threefold. First, Beijing has reached out to all of its
neighbors, seeking to improve bilateral ties, and thereby,
to create a type of bufler zone around it, or 1o put it dif-
ferently, to erect its own balance of power against the
perceived threat of American hegemony

Second, after a lengthy period of preferring bilateral-
ism, China has shown an increasing desire to be actively
invelved in multilateral operations, starting with the
United Nations, so as to undertine its insistence that the
actions of all parties should be in conformity with inter-
nationai covenants (attention, NATO!) Third, China has
underscored as a central theme of its foreign policy the
principle of the absolute sovereignty of the nation-state,
demanding that there be no external interference in the
internai affairs ol another state In insisting upon this
principle, Beijing has yet to come to grips with the com-
plex problem of humanitarian intervention or perhaps
more importanily, the impossibility of drawing a firm
lines between “domestic” and “international” in this inter-
dependent world

Sino-American relations have already been dis-
cussed, but one must underline the fact that this relation-
ship is currently marked by an understanding by both
principal parties of its importance (underscored by the
recent agreement on PRC WTO entry) and the recurrent
incidents that produce negative images in both nations,
rendering the atmosphere for cooperation more dilficult,

Stmilarly, as we have seen, the Sino-Japanese rela-
tionship remains emotionally charged even as the eco-
nomic ties become ever more impartant. What are the




implications of this emotionalism for the long-term refa-
tions between these two nations, particularly if the future
witnesses the rise of China as the most powerful Asian
nation militarily and one with growing regional economic
impact. At the same time Japan is likely to move forward
in the high tech and service fields to compensate for its
aging population, with ever deeper international involve-
ment, and a potential for rapid military modernization
This question highlights the imperative necessity of creat-
ing new mechanisms for effective dialogue and negotia-
tion involving these two societies,

In the post-Cold War era, China's one bilateral rela-
tion that has uadergone dramatic change has been that
with the Russian Federation A succession of top-level
visitations has yielded the advent of “a strategic partner-
ship.” While a somewhat similar agreement between
China and the U S exists en paper and it is proclaimed
that the Sino-Russian partnership is not directed at any
third party, the basis for this development i$ very trans-
parent: mutual concern about the United States, and its
perceived encirclement of the Eurasian continent: to the
West, the enlarzement of NATO, and its military opera-
tions initially outside UN auspices in Serbia; 1o the East,
the strengthening of U S. bilateral military ties, from the
ROK and fapan to the Philippines and Thailand. Thus, i
has been easy for China and Russia to stand for “maltipo-
larism™ in opposition to “unipolarism.” In the United
Nations, they have a powerful voice {and can thus block
actions if they chose, as has taken place). Both nations
can also agree on opposition to “separatism” within a
nation-state--thus, support for China’s claim to Taiwan
and for Russia’s struggle to keep the current Federation
logether,

In addition, the agreements with respect to most bor-
der issues and on a reduction of military forces in Central
Asia, reached together with the three state$ of that region
represent definite progress in reducing tensions

Currently, the economic underpinnings of the rela-
tionship are weak due to Russia’s economic problems,
but exploration with respect to energy and other raw
mzterial exports to China is underway. Al some point, the
Sino-Russian economic ties will become much stronger,
although China lacks the capital so urgently required for
Russian rehabilitation

However, there are reasons to doubt that the Sino-
Russian relationship will become an all-encompassing
alliance. The Russian Far East, once a part of the greater
Chinese empire, has a population of only eight million,
and its leaders have periodically expressed apprehensions
gbout the huge population to the south, and the threat of
inundation-a threat perhaps unwarranted, but deeply felt

Beyond this, the cultural differences between these
two societies are very great, and at present, there is no
ideological glue to cement the relation. It exists in its car-
rent form primarily because of a commeniy perceived
threat. Yet both parties also recognize the importance of a
relation with the United States that is on balance positive,
and both strive for this achievement The United States
thus remains the central variable in the China-Russia rela-
tionship

Meanwhile, China's relation with the Korean penin-
sula continues to be dedicsted to maintaining a two-

ERINA REPORT Vol 32

Koreas policy despite the major strides in economic and
political relations with the South in recent years. As noted
earlier, China has cooperated with others in the Four
Party Talks in seeking to encourage the North to move
down an evolutionary path, akin to that taken by it
Publicly, it avows continued friendship with Pyongyang
and avoids any open criticism. Privately, however,
Beijing regards DPRK economic policies as antiquated
and its political systesy as bizare. Nevertheless, to have
some leverage in the situation, it will continue its eco-
nomic aid, and encourage the North to strengthen its ties
with Beijing through high-level visits, #s have recently
taken place. China does not want a collapsed North, a
nuclear North, or a conflict on the peninsuia

The two Koreas

It remains to discuss the relations between. the two
Koreas more closely at a time when changes and uncer-
tainties go hand in hand. Kim Pae-Tung’s Sunshine
Policy has prodeced a mixed response in Pyongyang On
the one hand, it is frequently denounced as an effort o
subvert the North, overthrowing its system by stealth.
Further, demands are made for an abolition of the
National Security Law and the removal of US forces
from the ROK. The South’s efforts to couple fentilizer aid
with a renewal of divided family visits have been resisted
and the naval clash in mid-1999 predictably produced
rage on the part of Pyongyang authorities. With respect to
the ROK as with the regard to the United States, DPRK
rhetoric is often torrid

Yet, despite problems at times, the Hyundai tourist
operation at Mt. Kumgang continues, and discussions are
ongoing with respect to the development of an Hyundai
sponsored economic zone, with its founder, Chung Ju-
yung, having met with Kim Jong-Il twice. Equally impor-
tant, the North has sent various signals that it intends to
yndertake economic changes. Under the new slogan,
Kangsong Taekuk (militarily powerful, economically
prosperous}), new laws to promote foreign investment
have been enacted, and some one hundred individuals
were sent abroad in 998 for short-term training and infor-
mation gathering on energy, agriculture, legal studies,
and similar matters. Further, technocrats are being placed
in key economic positions. It is important to reiterate that
change is coming slowly, with worries as to its conse-
quences. But change is coming

Cultural relations between North and South have also
advanced, with joint sports, musical events, and religious
meetings prominently reported. Plans for intellectual
exchanges are under discussion. A middle-level official
North-South dialogue periodically takes place in Beijing
The North's priority remains the establishment of rela-
tions with the U.S, and subsequently with Japan. Thus
the strategy is to strengthen the overall DPRK diplomat-
ic-economic position as Pak Jong-Hi did for the South
through Nordpolitik but gradually it is being recognized
that the South offers the greatest opportunity for prompt
economic assistance in a developmental program

Beyond bilateralism
Turning to a broader issue, what is the future for
Northeast Asian international refations beyond bilateral-
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ism? The signs are mixed. As bilateral relations in the
region continue their complex course, maltilateralism is
also advancing in a variety of forms Gradually, the
nations of this region are becoming part of the global
organizations now in existence, from the United Nations
on the political front to the World Trade Organization and
the International Monetary Fund in the economic sphere
Moreaver, they are participating in such regional organi-
zations as APEC, ARF. and at the non-official level,
CSCAP,

In Northeast Asia itself. however, multilateraiism has
been siow to develop except with respect to environmen-
tal-resource matters. Consultation on the Tumen River
project was an early effort, but one faltering becaunse of
varying priorities and financial issues. The first steps in
the broader political-security field have been Track II in
nature, with the Northeast Asia Cooperation Dialogue
having operated since 1993 NEACD involves the four
major nations and the two Koreas, but unfortunately,
North Korea has not participated since the opening ses-
sion despite repeated invitations. NEACD in reality has
been a semi-official body, with one-half the delegation of
each nation from the governmental sector. lts recommen-
dations on policy issues have been forwarded to the gov-
ernments concerned.

At the official level. the principal movement thus far
has been from bilateralism to trifateralism, with various
triangular consultations, most visibly, that among the
U.S., Japan and the ROK. Proposals for an official
Northeast Asia Ceoperation Dialogue have recurrently
been made, but it has been judged premature by most of
the governments of the region

It the agenda were kept limited, however, with those
issues deemed “domestic” or impossible to resolve
retained for a later point, and issues concerning which
common interests in resolution exist-such as the full
range of eavironmental issues, transparency in military
budgets, and possibly arms limitations, such an organiza-
tion might be feasible.

In any case, it is clear that in the first instance, the
United States and Russia as the principal nuclear powers
have a special responsibility for moving ahead with the
START program, and that they together with others must
give serious attention to missile proliferation, the truly
critical issue that lies ahead in the military sphere.

Meanwhile, on the economic front, the rapid growth
of interdependence in many forms, such as the massive
flow of capital across national boundaries and the spread
of NETs has vitally affected the Northeast Asian area as

bt |

well as other regions. Moreover, these developments are
certain to advance more rapidly in the years ahead, rais-
ing the issue of how to live with economic globalization,
an issue not yet fully resolved

In trath, multilateralism-both global and regional-is
at a crossroads. Only in the economic sphere vin WTO
are there partially effective enforcement mechanisms for
the rules and procedures outlined in the charter. The UN,
despite il§ vital services, is hobbled in many instances
with respect to peace making and peacekeeping because
its rules require unanimity on the part of permanent
Security Council members, a condition often not possible.
Moreover, it has no security or police force,

(Given this situation, the issue of outside intervention
in cases of failing states or instances of massive slaugh-
ter, refugee migrations across borders, or other domestic
situations having dire regional consequences i certain to
be a crucial issue in the early 2lst Century. At present, no
answers are available The absolute injunction against
involvement, whatever the situation, is not likely to be
accepted by states that either feel a strong moral obliga-
tion or are being drastically affected by events. Are there
effective rules that can be established: the scale of devas-
tation; the regional consequences; extensive prior efforts
at resolation by negotiations; maximum consensus among
affected or concerned states; and efforts to obtain prior
UN sanction? Whatever the answer, Northeast Asia is one
of the regions likely to be affected by the way in which
this issue is handled in the years ahead

Conclusions

On balance, however, one can be cautiously opti-
mistic about the political-security situation in this region.
First, the hard authoritarianism of the past, making cross-
national dialogue so difficalt, has almost vanished
Second, the combination of priority given to economic
development and the growing economic interdependence
gives every state a stake in the peaceful resolution of dis-
putes. Moreover, we are acquiring the international struc-
tures and mechanisms for dialogue and the handling of
problems, albeit, thus far, in an incomplete fashion
Finally, the most troublesome legacies of World War 11
remaining in this region, divided Korea and China-
Taiwan, while not en route to solution, seem less likely to
erupt in conflict at present, with forms of accommodation
being explored. The tasks ahead in the international
realm, however, are major ones, and weariness cannot be
accepted as an excuse for shunning responsibilities.
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A Transport Forecast Study of Tumen River Economic and Development Area (TREDA)

Dr. Wang Rongcheng
Director of Information Center
Northeast Asia Research Center, Northeast Normal University, China

1. Introduction

Forming a border between China, Russia and the
DPREK, the Tumen River Area has a central location in
Northeast Asia. With the gradual relaxation of political
tensions in the 1990s, the region has become, day by day,
a major center of transshipment, international trade,
industrial production, and population growth with its
potential resources, and a series of private and public ini-
tiatives have led to its growth and development. Given
these developments, member Governments, the
Secretariat, and the United Nations feit the need for more
accurate forecasts of trade and cargo volumes through
TREDA, which would both better inform private
investors and assist member governments in their policy
formulation. As a result, the United Nations Depariment
for Development Support and management Services
{(UN/DDSMS, later UN/DESA) requested proposals for a
Transport Forecast Study (TFS), and in May 1997 award-
ed the contract for the TFS to the Northeast Asia
Research Center (NARC), which in turn subcontracted
the Russian portion of its research to a Russian subcon-
tractor.

The purpose of the TFS is o analyze the existing
transport situation in Northeast Asia, including rail facili-
ties and capabilities likely to service TREDA ports, and
to forecast cargo flows of major products through these
ports, both for the immediate period-up to the year 2005,
and in the longer term up to the year 2020 The purpose
of the short-term projection is to provide a clearer picture
of current preduction and investment intentions by pri-
vate and public sector agencies. This information in tum
will provide both types of agencies with a clearer picture
of the intentions of the others, which in turn should prove
valuable in guiding private investment and public infra-
structure decisions. The long-term projection is 1o assist
in the prioritization of strategic transport investment
options in the area, through the introduction and estab-
lishment of a computer based planning tool which will
include a common regional transport database and a
multi-modal transport planning model for analyzing pos-
sible development scenarios and developing forecasts

2. Forecasting Methodologies and Assumptions
2.1 Methodology for Route Analysis and Port

Catchment Areas
The route analysis determines the routes and ports

used from different locations. There are two types of

analysis: (1) Analysis deriving catchment areas for differ-
ent ports Specifically, it defines the border between two
catchment areas as the points where a firm is indifferent
between one or another port, inside the catchment area all
cargo goes to one port. (2) Analysis permitting cargo

from the same location to go to several ports, with the
share attracted by different ports dependent on the port’s
attractiveness-typically, the attractiveness of a port is
inversely related to its distance {in terms of time, cost,
trip length or some combination of these} and directly
related to its size and other positive port characteristics

2.2 Methodology for Short-Term Projection

The methodology for the short term projection is
based on three observations: official statistics do not pro-
vide much detailed information about the cargo flows in
the region, particularly as they relate to the smailer ports
and border crossings in the Tumen Area. In addition,
development of cargo flows through TREDA ports is
very recent, and most stafistics are too old 1o capture
more recent trends. Second, the cargo flows are too small
to be estimated and projected by quantitative methods
and models. Third, the interest is in the short term,
extending only several years forward,

Based on information from all possible sources,
including customs and port data, published statistics, and
other sources are augmented by guestimates where need-
ed Second, the projection methodology extrapolates from
current plans and experience, augmented by plausibility
arguments and economic reasoning. Third, a projection
range is prepared, based on a probable, optimistic, and
pessimistic outlook Whenever possible, assumptions for
each of the alternative projections are identified The
methodology therefore starts with the preparation of a
micro-data base.

Results are reported for the base year 1996, year
2000 and 2005, by product, and aggregated by port, ori-
ginfdestination, type of cargo, and transport mode. The
only sensitivity analysis shown is a “conservative” and
Yoptimistic™ alternative. The “conservative” projection
results assume that a large share of current expansion
plans will not be realized as currently planned, either
because they have been canceled or postponed. The “opti-
mistic” alternative assumes that all of the public and pri-
vate sector plans are being realized

2.3 Methodologies for Long-Term Projection

It is necessary to understand the underlying structure
of relationships, ie it is necessary to have a structural
model of the variables that impact trade and cargo flows.

So, the long-term model:

@& xirapolates from past trends to derive the future
growth of the GDP for each of the major regions con-
sidered by the model, and on this basis derives the GDP
for the Years 2000, 2010 and 2020

@Estimates the GDP elasticity of the trade (export and
import), and applies them 1o the projected GDP to
derive trade volumes




@ stimates the ratio of trade volume to value, based on
historical data and experience in other representaiive
countries and applies these to trade value to derive the
trade volume.

@ Estimates the distribution of cargo by type (bulk, gen-
eral, container), extrapolates the shares based on expe-
rience in representative countries, and derives cargo by
type

@Projects the distribution of cargo type by port, includ-
ing inland ports (border stations) based on the gravity
model, and based on assumptions about future changes
in 1ail and road capacities, speeds and freight rates.

@ Aggrepates results by port, border station, and routes.

A sensitivity analysis determines the impact on

TREDA ports of five central policy.

concerns:

@lmpact of tariffs: Russian freight rates are considered
extremely high, limiting the use of the Trans-Siberian
Railroad The model considers that in the future
Russian tariffs will decline. It also considers the possi-
bility that Chinese freight rates will rise to adjust the
financial cost to the economic cost

@Impact of port capacity: Increased port capacily gener-
ates further demand for port use. The model examines
the impact of greater = port throughput on port use.

@!mpact of rail and road investments: The Chinese gov-
ernment aims to implement the Eastern Railroad, and
the Eurasian land bridge between Northeast China and
Mongolia may be completed and operational by 2020,
This will reduce the cost of shipping through Dalian
and increase the cargo flows through TREDA ports
from Eastern Mongolia and Northeast China.

@Impact of operating improvements: A major reason for
the limited use of TREDA ponts is the limited quality
and low speed of railroad services to TREDA ports.
Including long delays at the border and’slow service at
the port.

@®Impact of macro-economic variables: Such as GDP
growth rates and trade elasticity on cargo flows.

2.4 Assumptions

24,1 Economic Development Assumptions

@®Northeast Asian economies will further develop: The
growth rate in China’s Northeast will be very medest in
the short term: Russia, Mongolia and the DPRK’s
economies will recover from their negative growth
rates of the recent past, as will Japan and the ROK.

@ The industrial structure of Northeast China will change,
with high value-added manufacturing industries gradu-
ally replacing low value-added production

@Siberia and the Russian Far East will retain their cur-
rent industry composition and focus on primary product
industries.

@The DPRK will further open its FETZ, and its policies
wilt cover ether places of Namgyong-bukdo, such as
Chongjin, so as o facilitate its international trade and
transsportation.

@Natural resources such as oil and coal will be devel-
oped in Eastern Mongolia.

2.4.2 Trade Assumptions
@China will become a WITO member sometime after
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2000 and before 2010, and Russia will follow China.
Trade constrainis (lariffs and non-tariffs including bor-
der delays and obstacles) between China and Russia
will decline

@Northeast China will further open its market and its
imports will increase rapidly

@China and Russia wili make joint efforts to raise their
bilateral trade to US$ 20 billion per year, so both sides
will reduce restrictions on trade, and border crossing
inspection procedures wili be simplified

@®Russia will expand its trade with the Asian-Pacific
region Mongolia will shift trade from East Europe to
Northeast Asia. The DPRK's major trade partners will
continue to be located in Northeast Asia.

2.4.3 Transport Assumptions

@1 he Sino-Mongolia railway will be completed.by 2020,
the “Eust Border Railway” of Northeast China wilt be.
completed by 2005

@7 he techniczl level of the DPRK'S transport operations
{speed) will be close 1o that of China and Russia by
2020

@The TREDA communications networks level (includ-
ing transshipment capacities, road technical conditions,
port functions, ¢tc) will become consistent.

@Each port cluster, the roads and railways can transport
all three cargo types (bulk, general and container).

@Freight rates of all the countries will tend 1o become
similar

@Shipping services from all TREDA ports improve over
time, resulting in freight rates similar to those of
Dalian

@In the short term, there are no cargo flows from
Mongolia, Liaoniag Province and Inner Mongolia
through TREDA ports.

@In the short term, both Russia and the DPRK will offer
Northeast China prefereatial transport services

@Cargo flows as a result of bi-lateral trade betwesn
China, Russia, the DPRK, and Mongolia will be by
land (railroad) and never by sea, and TREDA ports will
not carry domestic Chinese trade.

@ There is no competition for market share among ports
in & port cluster, that is among Vladivostok, Nakhodka
and Vostochny (Vladivostok cluster), between port
Zarubino and Port Posiet (Zarubino cluster), or Rajin,
Sonbong and Chongjin (Rajin cluster).

3. Route Analyses and Port Catchment Areas

3.1 Port Catchment Areas
3.1.1 Mode! Formulation

The model derives the optimum routing by simple
enumeration of all feasible routes, computing for each the
transport costs and choosing the least cost alternative
The transport cost includes freight charges and the cost of
time,

C=2Fi+HVaTi

Fi—charge along the route segment, I—daily interest

rate, V—value of cargo, T —time of the route segment

The boundary of a port area is defined by locations
where two optimal routes exist, both equally costly and
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with a different port. Moving just a little away {rom this
boundary, one route and port is preferred, and moving in
the opposite direction, another route and port js preferred
The model is implemented by choosing a sample of
cargo origins in Northeast Asia and a sample of interna-
tional destinations For each origin-destination pair, a
large number of routing alternatives are defined. Routes
are identified by picking from this menu all segments
required o send cargo from the origin to the destination
The model then determines the cost of all alternative
routes and identilies the least cost route The following
comments further on aspects of the implementation and
also for the fong-term projection. It must be pointed out
that the following parameters can be changed in the
model according 10 every user’s study.
@1mports/Exports: The analysis is assumed that the cost
of an otherwise identical cargo flow is the same in
either direction
@Locations of Origin: There are 32 points of cargo ori-
gin, 15 in Northeast China, 2 elsewhere in China, 1 in
the DPRK, 12 in Russian Siberia and the Far East and 2
in Mongoiia.
@Locations of Destinations: There are 5 possible export

destinations: Pusan (ROK)}, Niigata (western coast of

lapan), Kobe/Osaka (eastern coast of Japan), Singapore
(representative of cargo flows to Europe and Africa),
and San Francisco (representative of North and South
American destinations).

@Cargo Types: bulk, general and container.

@Ports: Three TREDA port clusters (Vladivostok,
Zarubing, and Rajin) and three non-TREDA alterna-
tives (Dalian, Vanino and Tianjin)

@Freight Rates: Freight rates are differentiated by coun-
try {Russia, Mongolia, the DPRK and China), type of
cargo (bulk. general and container), type of mode (rail,
road and ship) and distance Theyalso include loading
and unloading charges

@Border and Transfer Charges: Including transshipment
and inspection charges.

@Travel time: It is caleulated based on average speed on
each route segment by type of mode (rail, road, and
ship) The model allows speeds to vary by route sec-
tion ]

@Border Time: Including the checking of papers and
cargo and a gauge transfer for rail

@Port Transit Time: average transit time depends on
numerous factors, including the logistic system in place
to reduce cargo waiting time, the size of port equip-
ment, the size of ship and volume 1o be loaded and
unloaded etc. Except for the very modern ports in
Tianjin und the Dalian port cluster, most ports in the
region suffer from serfous operating and equipment
deficiencies. Estimates used in the model are based on
known equipment size for each port and an assumed

average size of ship carrying 2,700 TEU in the case of
conlainers

@Cargo Values: They are based on historical statistics of
export and impoit commodities of related countries
(refer to Tabie 1),

@Value of Time: The interest rate is taken to be 109 and
hence the cost per day of 1 $1000 cargo is $0. 278

3.1.2 Results and Analyses

For example, those with origins in China, except for
Ertianhot, Beijing, Chifeng and Tonliao, which can go to
all destinations via Tianjin port except to Niigata (via
Dalian has fower freight than via Tianjin to Niigata),
belong to the catchment area of the Dalian cluster. The
DPRK’s Namyang belongs to the catchment area of the
Rajin cluster. Of the Russian origins, Tynda and
Komsomolsk belong to Vanino port:-Kamysovaya
belongs to the Zarubino cluster. As for Khabarovsk, if
only to ports, it belongs to Vanino port, if other destina-
tions are considered, it belongs to the Viadivostok cluster,
All the other Russian origins belong to the Viadivostok
cluster. It is possible for Taisiet, Bortiya and
Blageveschensk to go to Singapore via the Zarubino clus-
ter, because the charge via the Zarubino cluster is the
same as that of via the Vladivostok cluster, as 1o which
port is decided by maritime freight from every port to
Singapore The two Mongolian origins belong to Tianjin
port of China,

The results are roughly as expected, but are largely disap-
pointing for an advocate of TREDA ports, suggesting that
there are few advantages for any cross-border trade
Vladivostok is relatively unattractive as a shipping port
because of the very high Russian freight rates compared
10 those of China. There is generally very little justifica-
tion ot this time for cross border routing. Rajin manages
to attract cross-border cargo only from Tumen The
Zarubino's results are most disturbing because of not
auguring well for the profitability of the new Hunchun-
Kraskino railroad.

3.1.3 Projections

Routing decisions and catchment areas are apt to
change in the future as a result of a number of develop-
ments, including changes in the relative cost of freight
rates (reduction in Russian rates and a rise in Chinese
rates), new rail finkages (Sino-Mongolian Railway,
Eastern Border Railway), an expanded highway network,
and operating improvements at ports and border crossing.
For example, for 2005 the rise in Chinese freight rates
will reduce the hinterland of Dalian and increase the com-
petitiveness of Rajin, though Jilin and Changchun remain
within Dalian’s catchment area, There is virtually no
effect on the hinterland of Vladivostok ports, which will
not attract Chinese freight By 2010, the additional rise in

Tahte 1. Trade/Cargo Conversion Factors {US$/ten)

Country/Region Bulk {US$/on) General (US$/en) Container (US$/TEU)
NE China 150 550 20,000
Russia 100 550 20,000
DPRK 100 550 20,000
Mongolia 100 550 20,000




Chinese freight rates further reduces the hinteriand of
Datian and increase the competitiveness of Rajin, By
2020, the results are again as much as for 2010

3.2 Port Shares and Gravity Model

The gravity model determines rowting shares based
on the relative attzactiveness of alternative route and gen-
erally assigns some traffic to all of the routes, not just the
‘best” route. It means that its results remain indicative of
relative attractiveness, and that the less favorable route
may still attract some cargo, though not as much as the
more favorable route

The prerequisites of the model chosen here are that
the attractiveness will increase when the capacities of the
ports on these routes increase, and it will decrease when
the transport costs {inciuding time costs) increase:

Al=StYCI, i=12 +n

Ai means the attractiveness of the route; § refers to
the size of the port, C refers to the transport cost, and a, b,
are pending coefficients. The value a and b are a matter
of experience, which is shown in the following formula:

G/G =AM =SSEINCHC!), (i=1, 2 +n, G—carge shares)

The ratio of cargo share diversions from Changchun
to Dalian, to Yingkou and 10 Qinhuangdao in 1996 were
7:2:1; the proportion of the capacities of the three ports
were 6,000:1,500:188, and the ratio of their freights were
118:102:11.5 From the sbove it can be calculated that
the value a is about 0.84 and value b is about 0.60.
Obviously, these values reveal that the capacities of ports
may be more influential than the freights in the route
share distribution, and it conforms to the reality. Of
course they are merely analyses of a group pf data, other-
wise, the route to the southern ports ol Northeast China
are kind of stable beaten tracks

So the share of every route can be expressed as fol-
lows:

Sharei= A/ S A, i=12 -n

Maodel predictions for the current situation are sum-

marized in the table below .

4, Short-Term Projection

In the short term. most of the conditions that deter-
mine patterns of trade and cargo routes are both given
and well known Maost changes are incremental and small,
and often future changes are already under current discus-
sion or anticipated by curreat actions. This includes
changes in transport pricing, the structure of border tar-
iffs, price supports for farmers and others, the capacity of
ports, border crossings and railroad segments, and major
development initiatives, such as FETZ of the DPRK, the
short term projections therefore extrapolate from the sta-
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tus quo, using all available information on current trends,
likely policy changes, and declared intentions by govern-
ments and private sector individuals. This includes infor-
mation on new export and import contracts currently
being negotiated, information on the opening of various
infrastructuse works, and any other relevant information.

The database describes individual cargo flow events.
Each such event is described by the product being
shipped, by its region of origin or destination, and by its
routing characteristics, including TREDA ports used, port
of origin (in case of imports) or destination {(in case of
exports), point of border crossings by land, and route seg-
ments.

The emphasis on cargo events allows for flexibility
in data use. Hence. il a particular type of product is
exported {rom Jilin Province to theee different countries,
and if each of the three flows uses two different routings, -
then a total of six cargo events wili be recorded in the
data base Each of these events is recorded as a separate
eniry, and the different events may then be aggregated in
different ways: by product. by port of import and export,
by crigin of imports or destination of export, or by specif-
ic routing segment

An advantage of this approach is that it can be easily
expanded over time. as new information becomes avail-
able. In addition, information collected from customs
offices and shipping firms can easily fit into it

Projections are based on assumptions about the trans-
portation “hardware” and policy “software” of the coun-
tries involved Assumptions vary somewhat by projection
scenario. Specifically for the “probuble” projections the
foliowing assumptions are made:

@ Chinese rail wriffs will rise significantly, both to 2000
and 2005

@By 1999, the railway between Huachun and Makhalino
will open to traffic. By 2000, & paved road from
Hunchun te Rajin will have been completed, and regu-
lar shipping services from Hunchun to Port Sokeho (the
ROK) via Rajin will have commenced

@The Sino-Russian governmenial agreement (Moscow,
October 1997) 1o raise the value of barter trade to US$
5 billion annually (it was $1.46 billion in 1995} will
fucilitate trade and transport-specifically, it will reduce
excessive border tariffs and fees. Further, it will make
possible container traffic by 2005,

@The DPRK will continue to provide its border inspec-
tions free of charge

@The Asian crises will have a lemporary impact on
investment and growth that extends to 2000, but will
have dissipated by 2005 with continuous growth for the
economies of Russia and the Far East

@ Trade liberalization continues throughout the region.
Russia will cease to restrict raw material exports. China
will reform its grain policies and relax export restric-

Tabie 2. Indicative Port (cluster) Shares for the Northeast Asia Region (%)

Origin Viadivostok | Zarubino Rajin Dalian Vanino Tianjin Total

NE China 13 1 10 38 4 34 100
Russian Far East 28 2 7 3 7 25 100
DPRK FETZ 17 1 13 34 4 30 100
Mongolia 17 2 8 34 5 34 100

—_ 2 —



ERINA REPORY Voi 32

tions on grain from Northeast China, and it will raise its
quotas of coal exports from Helongjiang province

For the results of the projection refer to Table 3 and
Table 4

5. Long-Term Projection
The aim of the long-term projection is 0 provide a

“tool” or an “analyzing process” which may be used by

different specialists together with their own assumptions

in their study on familiar contents The wol may be used
to analyze different influcnce factors of regional cargo
flows {changeable or stable), and describe the changes of
cargo flows with the changes of dilferent influential fac-
tors,

Some of the key assumptions made in preparing the
projection are:

@Regional growth continues without major economic or
political disruptions in any of the countries under con-
sideration.

@Port capacity rises with demand by 50 between 2000
and 2010, and another 50% between 2010 and 2020

@ China raises railroad tariffs as part of its economic
reform package aimed at price reform, privatization
and general opening to the World; hence, railway
charges will rise fivefold by 2005 and will remain con-
stant thereafter, untii 2020

@ Fee structures will be rationalized, including border tar-
iffs, which will decline by 50% from current levels by
2010, and will decline another 50% by 2020

@ The efficiency of the transport system will grow, this
results in increased speed both for railways and roads,
as well as reduced delays at borders and for intermodal
transfers, such as at ports

®The share of roads in total transport will rise, in line
with international experience, reduced rail subsidies,
rising income levels throughout the region, and the
growing road capacity in the region.

®!In line with China Raiiway Bureau plans, new railroads
will be in place. Specifically, the Eastern Border
Railway wili have been completed and operational by
2005, and the railroad for the Eurasian Land-bridge
between Northeast China and Mongolia will be com-

pleted and operational by 2020

As for the gravity model used here, it is just as the
principal of gravity model motioned in Rouate Analyses
and Port Aatchment Area Only add the transport mode of
road, then the gravity model will be:

Ai=SF/CF, Bi=SE/Cib (i= 12 - n)

Al —attractiveness of the rail; Bi —attractiveness of
the road. So the share of every route can be expressed as
follows:

Sharei= Al AL, (for railway), sharei= Bif Z Bi (for
read), {i =12 - =)

The relation between the route share and the total
transport volume is os follows:

Fi=P*:(C’“Ai/.‘:Ar‘-t-d*Bi/.SBi},.(r: =12 n)

F refers to the total trade volume in the region, which
is classified in three varieties: bulk, general and coatain-
er. The two coefficients, values ¢ and d, are the shares of
turnover weights of rail and road respectively

The related tables refer to Tables 5-7, the results of
the projection refer to Tables 8-9, and the results of the
sensitive analyses refer to Tables 10-11 (only considering
the changes of the port size)

The scope of work undertaken has been very wide. It
involved a review of the area’s human and natural
resource base and relevant social and economic indica-
tors, the analysis and assessment of railway, road and port
infrastructures, as well as the analysis of trade flows by
major commoedities and origins and destinations, includ-
ing transport costing. The complexity of the task, com-
bined with logistical and institutional difficulties in
obtaining relinable data and information has contributed 10
numerous problems that affected the implementation.
Otherwise, it contributes to a better regional understand-
ing of the nature of TREDA that foreign investors will
have to face when deciding on the expansion of the
TREDA ports in the future
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Tabte 3. Projected Cargo Flows by Cargo Type, Porl Cluster and Berder (fon, 2000}
®I1. BEECEGRECEY I EPERRSHE TR (M 20008)

Pori # Border [EHIiRE

Product /&R | Dalian | Viadvostok | Zarubino| Rajin | Vanino | Total |Suifenhe{ Tumen | Quanhe | Chaniingzi| Total
KEE IGFVAAMIYAE S| R | =0 &F | BER | EN EH EHF &t

,?ﬁ“; 1252300| 98656001 872080 | 267300 |247310014730380| 206400 | 188000 | © | 14280 | 408680
Liguid Buik
1] 0 3481600 807200 0 133100 3921800 0 0 o 0 0
2 %E%' 42BBO0 4672000 404480 96000 1747200 7348480) 102400 96000 O 1280 199680
3 gi"“f”ﬁ 0 408000 38600 0 1586000 600000, O 0 0 0 o
4 Mgg?g" 0 122400 10800 O 46800 480000 | O 0 0 0 0
5 %ﬁ;};‘ 282500 57600 10600 79300 O 530000 O 0 0 o 0
Maize .
511 L yamns [187700 0 3400 28900 O 170000 O 28300 O 3400 32300
52 S”j(béa" 244800 57600 7200 50400 O 360000 | 57600 50400 0 7200 115200
Other
53, Zo 0 0 0 0 0 0 0 0 0 0 0
Wood
8 i 0 1020000 90000 O 390000 1500000 © 0 0 0 0
7 Paﬁg‘af 0 0 0 0 0 0 0 0 0 0 0
g | Sand 0 0 0 0 0 0 0 0 0 0 0
g
9 Ag"“‘gﬁ%g’g"”ms 441000 104000 13000 92000 O 650000 | 104000 92000 & 13000 200060
91 A“m;g;:.feed 374000 88000 11000 77000 0 550000 | 83000 77000 O 11000 176000
92 R;{f 67000 46000 2000 1506 O 100000 | 16000 15000 O 2000 33000
Chemical Fertilizer
10 (U 0 0 0 0 0 0 0 0 0 0 8
Gﬂ’gi[a* 0 |4624000! 4080001 ¢ |1768000i8800000] O 0 0 0 0
1 “’!ﬁe}gi 0 4624000 408000 0 1768000 6800000 O 0 0 0 0
Vehicles
2 i 0 0 0 0 0 0 0 0 0 0 0
Container 939600 |198180C] 197200 | 157200 | 744200 |4060000] o0 |197200] O 23200 | 220400
dr5+
1 Meat 939600 O 23200 197200 O 1160000| O 197200 O 23200 220400

11 M?at 858600 0 21200 180200 O 1060060 0 18026¢ 0 21200 201400

A

12 F“’zg‘;ggg“e“ 81000 0 2000 17000 0 100000 O 17000 0O 2006 19000
Wild vegetables
2 e 6 0 0 0 0 0 0 ) 0 0 0
Canned Food
3 | “RERS 0 0 0 0 0 0 a o o 0 0
Wood Products
4 | WogdProry 0 o 0 0 0 o o 0 0 o 0
5 | Equipment 0 0 0 o 0 o 0 0 0 ¢ o
AR
6 U”?gf}{f“ 0 450570 39180 O 163250 653000 O 0 0 0 o
Other Container
7 | USIANtl 0 1501230 134820 0 580050 2247000 O 0 0 0 0
QOthers
iyt 0 0 0 0 0 0 0 0 0 0 0
;"‘""; 2191900|16471400| 1477280 464500 |4985300|25500380| 206400 | 385200 | 0 | 37480 | 829080
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Table 4. Projected Cargo Flows hy Gargo Type, Port Cluster and Border (ton, 2005)
F4. SEELEHERBICS > EIERREHEFH (M. 20055)

Port # Border EIHBE

Product E& Dalian | Viadvostok |} Zarubino| Rajin | Vanino | Total | Suifenhe | Tumen | Quanhe | Chanlingal | Tolal
A |IHAMI|YAE /| FBER | D= | S8 | &FH | EHM EA BT S&f

,?jf'; 3013300|11048500| 997060 | 724300 |4040400|19823560| 409300 | 310300 | 0 17460 | 737060
Liquid Bulk

1) e 0 3644800 321600 O 1393600 5360000 O 0 0 0 0

2 %’}g 738000 4936700 415260 196800 1788800 8075560] 258300 19680C O 2460 457560

3| Cement 0 B1B000 72000 0 312000 1200000 O 0 0 0 0
AL

4 Mgg?g}a' 0 408000 36000 O 156000 600000 O 0 0 0 0

5 %ﬁ‘}g‘ 1806800 72000 47200 414000 O  2340000] © 0 0o 0 0

51| Maize eesoon o 40000 360000 O 1980000 © 360000 O 40000 400000
FERTDS )

52 SO}%E‘“ 206800 72000 7200 54000 0 380000 | 72000 54000 0 7200 133200

Other

53|  Zooit 0 0 0 0 0 0 o 0 0 0 0

6 “"’7&"%“ 0 1020000 900G0 O 390000 15000000 O 0 0 0 0

7| Paper 0 0 0 0 o b 0 o 0 0 0

g S%‘,fd 0 0 0 0 0 0 0 0 0 0 0

g |MUURIRIDOINE | sepsnn 151000 15000 143500 O 748000 | 151000 113500  © 15000 279500

% (5, 00

91 Animal Feed

b 408500 130000 13000 97500 0 649000 | 130000 97500 0 13000 240500

92 9;@8 60000 21000 2000 16000 0 99000 | 21000 18000 0 2000 39000
Chemical Fertilizer

10 1 ey 0 0 0 0 0 0 0 0 0 0 0
Gf‘gﬁ' 0 |4787200| 4224001 0 |1830400|7040000] © 0 0 0 0

1 “f;g;' 0 4787200 422400 O 1830400 7040000 0 0 0 0 0

Vehicles

2 ploes 0 0 0 0 0 0 0 0 0 0 0
C;[‘/‘%L”jf 1035393|3024710] 207134 | 251046 |1129150|5737433| 1534 | 234000 | 17046 | 31904 | 284574

1 Meat 1027000 0 26000 234000 0 1287000 O 234000 O 26000 260000

1.1 Mp%at 948000 O 24000 216000 O  1188000] O 216006 O 24000 240000

12|70 CNHN 79000 0 2000 18000 0 9900G | O 18000 O 2000 20000
P Wild vegetables

T 0 0 0 [ 0 0 0 0 0 0 0
Canned Food
3 HERD 8393 0 0 0 0 8393 1534 4] 0 0 1534
Wood Products
4 KT RS 0 0 0 0 0 0 4 4 0 0 0
Equipment
5 Ry 0 0 8] Q Q 0 L 4 0 0 0
6 U“f’%pg)c{'ged 0 1136430 104814 17046 411750 1670040 O 5 17046 5994 23040
QOther Container
7 Py 4 1888280 16632¢ 0 717400 2772000 0 0 0 0 0
Others
3 O O 0 0 0 4 G 0 0 4 0 0
?;ol%? 4048693 1BB604101 1716504 | 975346 | 6999950 32600993, 410834 | 544300 | 17046 | 49454 1021634
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Table 5 Projection of GDP Average Annual Growth Rates (%)
®5., FEHGDPEREZROTA (%)

Hﬁ%ggggaf 1985-1996 1997-2000 2001-2010 2011-2020
:{Ijtg.?ﬂé 17 05 27 a7

Table 6. Trade Elasticity and Trade Average Annual Growth Rates (%)
F6. HBWHMELEBOETHHUE (O)

FegionfYear |Tiads Elasticly] 1997- 2001- 2011-
Mg MtE | 2000 2010 2020
Heilongjiang
BETH 253 202 177 152
Jilin
ke 211 169 148 127
Liaoning
G 074 59 52 g4
Russian Far East
0 s Fim t.84 a7 a2 g2
DPRK
Spenas 213 21 64 64
Mongolia
T 142 ] 71 71

Tahle 7 Projection of Throughput Capacity by Port Cluster {million tons}
7. AEBEOBARETOFRE (BER )

P Of;?;;i%‘iﬁg‘ggea‘ 1996 | 2000 | 2010 | 2020
‘éagrlj’ 126 | 125 | 152 | 228
,3‘2"":,‘?‘;"%““5 5| 424 | 424 | s26 | 789
darubine 21 21 104 | 200
iy 146 | 146 | 220 | 330
D;’g” 800 | 800 | 1200 | 1800
gg‘ 1516.] 1516 | 2202 | 3347

Table 8 Cargo Flows on Alternative Routes in TREDA by Mode {miflion tons)
#0. EIPIRHREBROE~ FRISL - FENEROTE (EF M)

Routes/Mode/Year 2000 2010 2020
M— hE— /e | Raliway Read Total Railway Road Total Raiiway Road Total
pretl btz =5 Er i) it &t $hE HE &5t
Baikal-Amur
A T Lo L 5052 12-13 6365 1842001 47-51 | 231-251 24-28 49-52 |289-309
Khabarovsk-Viadivostok

NROTAH~E554 AN 137142 33-356 [170177 363-395) 8694 | 4490488 89-95 234.25 | 1124120

Khabaravsk-Zarubino

JoOek ZaOno | 1112 | 03 | 1415 | 8897 | 2527 |1134123|183195| 4649 |228:243

e eS| 1817 | 0506 | 2123 | 2425 | 1041 | 3436 | 1920 | 1617 | 3538
T'ﬁﬂ%‘g‘ 2930 | 10 | 3940 | 6670 | 1617 | B1.87 | 111-118| 3031 | 14-148

amen-ganhne | o4 01 05 | 1718 | 0607 | 2426 | 1819 | 1142 | 2931
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Table 9. Distribution of Projected Cargo Fiows by Port Cluster (million tons, %)
g9, AEHENOFAEMMEROST (BER M- X)

1896 2600 2610 2020
Volume Share Volume Share Volume Share Volume Share
Xt Yx T B DaT BRI i Bx e T
Vladivostok o o i 55 EG . o
GBS UAR by 17 08 20.6% 191-199 21 5% 4593-498 @ 22 2-22 5% 116-123 22 6%
Zarubino g o, i, 9, o
FAE 0.90 1% 18-20 21-2 2% 155187 8 9% 30.7-328 6.0%
?Ea_j"%‘ 500 6 0% 54-58 | 61-62% | 253272 | 123% 50-53 97%
. f-
D;'g:“ 60 00 723% | 627-649 |703-70.1% |1197-1276| 58577% | 316337 | 617%
Tf_;g' 82 98 100% | 891926 | 100% |2064-2214| 100% | 512547 100%
£33
Tabte 10. Cargo Fiows on Alternative Routes in TREDA by Mode (million tons}
£10. FfMIEERRBHIROE ~ FEHEEL ~ FOMINRE (BH )

Alternative 2000 2010 2020
Routes/Mode/Year| Rajlway | Road Total Railway | Road Total Railway | Road Total
REA-ME-F/%| g | wew | &S | she | wew | SE | gm | e | 8%

Baikal-Amur
PSS T Lo U 50-62 1213 6365 127-138 56-6.1 18.3-199 | 16.9-18 1 58-61 227-24 2
Khabarovsk-Viadivostok
NEQTRI~A5 542N 137142 3335 (170177 | 345375144153 1 486-628 | 632-674 | 277296 | 965-97 1
Khabarovsk-Zarubina -
NAOTAG~HILE 1112 03 1415 84-91 44-44 125136 166-176 | 78-84 |244-260
Suifenhe-Viadivostok
ERE T S A 1617 05-086 2123 3639 16-1.7 52-56 6064 a6-27 86492
Tumen-Hajin § i X } : i ) i
i~ 5B 29-3.0 10 39.40 74789 2.4-25 97104 | 183195 4851 231-246
Tumen-Zarubino
i~ H 0 04 4] 05 2729 1.0-11 3840 5559 1.98-20 7.4-789
Table 11. Distribution of Projected Cargo Flows by Port Cluster {mitlion tons, %)
F11, BERANTFAUEGRHEROAF (AL, %)
1896 2000 2010 2020
P | Y
or;%gé%giear Volume Share Volume Share Volume Share Voiume Share
ki Y it P gt I T Erpeciis ST T
Viadivastok 17 08 206% | 191199 | 215% | 513.556 |239.242%| 995106 | 194%
lr i P E- i O (e d )

Zarnubino a o, 2 o,

ey 080 1 1% 19- 20 21-22% 19 2.207 98% 399-426 7 8%

?%g 560 6 0% 54- 58 | 61-62% | 264284 | 128% | 568606 | 1%1%
D;'E” 6000 723% | 627-649 |703701% |1177-1255| 54 8-545% | 318-339 | 618%
1‘3‘_25 82 98 100% | 891926 | 100% |2146-2303| 100% | 514548 |  100%
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