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We Welcome Investment in Russia by Japanese Companies

Interview with Alexander Lavrentiev, Trade Representative,
The Trade Representation of The Russian Federation in Japan

ERINA: In 2001, we interviewed Robert Ruzanov when he
was the Russian Trade Representative. At that time, he said
that there was little trade with Japan and little investment
in Russia by Japan, and that the situation was completely
hopeless, but don’t you think that everything has changed
now? Trade between Japan and Russia is growing and
specific discussions concerning investment are now taking
place. In this sense, | think that we have reached a good
period in Russo-Japanese trade and investment; what do you
think?

Lavrentiev: It is difficult to judge whether it truly is a good
period right now, without waiting a little longer to see how
things turn out. Nevertheless, compared with the situation
two or three years ago, trade between the two countries
is increasing markedly and reached $8.8 hillion in 2004
for the first time ever. In the first half of this year as well,
compared with the same period of the previous year, the
value of trade between the two countries increased by 20%,
exceeding $4.6 billion. Our forecasts lead us to believe that
the figure will be close to $10 hillion for 2005 as a whole.
So in terms of quantity, thisis a very favorable trend and it
isafact that trade is on the increase.

There are two main factors behind this. The first is
the skyrocketing price of such energy resources as crude
oil, ail products and coal on international markets, as well

as the rise in the price of other Russian exports to Japan
(metals, timber). The second is the fact that imports from
Japan are growing. We believe that this reflects not only
imports of Japanese electrical appliances, but also the
fact that there has been a revival in imports to Russia of
industrial supplies. This can be accounted for by the fact
that domestic industry in Russia is becoming revitalized
and is about to enter a new stage of development.

ERINA: It is great that trade is growing in this way, but |
till feel that the share of total Japanese trade accounted for
by Russiaisrather small.

Lavrentiev: It is true that the Japanese market is still a
distant prospect for Russia in terms of share and it probably
does not look big in mathematical terms. However,
the Japanese market is the closest and has the greatest
advantages for products such as fish and timber, from the
perspective of the Far Eastern region, for instance.

In addition, a number of Russian export commodities
have accounted for quite a large share of the Japanese
market for decades. In particular, in the case of non-ferrous
metals, the Japanese market has been important for Russia
for the last ten or twenty years, and even now it remains a
leading supplier of aluminum ingots, nickel and precious
metals, particularly palladium. Similarly, Russian logs



and crab account for considerable shares of the Japanese
market. In the near future, Russia is planning to begin
supplying liquefied gas on a large scale and | think that
oil exports will also expand. Accordingly, | think that,
rather than looking at the situation in terms of the overall
percentage, we can gain a slightly more accurate picture if
we analyze the situation in terms of individual products.

ERINA: Structurally, things have not changed and imports
to Japan are higher, aren’t they? From Russia’s per spective,
it has high exportsbut there are few imports from Japan.

Lavrentiev: If we are talking about the 1990s, then yes,
that was the case, but since entering the 21% century, the
situation has changed a great deal. As | said just now,
over the last five or six years, the Russian economy has
been demonstrating stable growth. As a result, domestic
consumption has risen and an expansion in imports of goods
from Japan is becoming possible, including machinery
and equipment, and especially cars, household electrical
appliances, state-of-the-art technology and new materials.
Since 2003, Japanese exports to Russia have been growing
at arapid pace, increasing at arate two or three times higher
than the expansion in Russian exports to Japan. It is likely
that this trend will continue for the foreseeable future.

I would like to touch upon another important issue.
Large quantities of goods from Southeast Asia, for instance,
are flowing into Russia. However, these are actually
manufactured with technology from Japan, under the
supervision of Japanese engineers, using materials imported
from Japan. So | wonder whether we should really count
these as trade items from a third country, or whether we
should not view them dlightly differently.

Moreover, magjor Japanese companies are actively
expanding into Europe. Trading companies are also
establishing bases in Europe. Consequently, items
manufactured in Europe using Japanese technology and
materials are also entering Russia. Asfar asthe statistics are
concerned, Nissan cars manufactured in the UK are counted
as goods from the UK, but they use Japanese technology.
In this sense, we consider that somewhere in the region of
at least $2 hillion of Japanese goods annually enter Russia
viathird countries or are manufactured in third countries by
Japan and then transported to Russia. So if we look at the
situation in this way, we can say that exports and imports
almost balance out.

ERINA: However, with regard to household electrical
appliances, it seemsthat those manufactured in the ROK are
selling very well in Russia and even in Japan we often hear
that they areathreat.

Lavrentiev: It is not only goods from the ROK; if the
quality and reliability of Chinese goods improves in the
future, these are also likely to be distributed on the Russian
market. But there is nothing that can be done about this.

ERINA: The problem iscost, isn't it?

Lavrentiev: Looking at the global market too, there
is the cost breakdown. For example, if we look at the
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cost breakdown, there is the labor element, and the raw
materials and geographical location elements, and we can
say that the weighting of the information and science and
technology elements is growing. Under the free market,
goods are produced in places where raw materials and labor
are cheap, but there is nothing that can be done about this.
It is natural that Japanese companies expand into China and
that, in some cases, the products manufactured in China by
Japanese companies flow into Russia.

ERINA: In which fields do you think it ispossible to increase
trade between Japan and Russia?

Lavrentiev: | think that we have to look at this issue in
terms of two areas. Firstly, Japan has no resources, so it
needs energy resources. There istalk about developing new
technologiesin the future and being able to use other energy
sources in place of oil, but for at |east the next ten to fifteen
years, oil is likely to account for an overwhelming share.
| think that all countries have this kind of energy balance.
Conseguently, the stable supply of ail, in the first instance,
and then gas, will become an issue. Thisis because the full-
scale supply of gas and oil from Sakhalin will begin in 2007
or 2008. The construction of the Eastern Siberia pipeline is
also likely to be akey point in oil exports.

The other area in which the value of trade can be
increased is that of investment in Russia by Japanese
companies, | think. The reason why the value of trade
between Japan and China, and between Japan and Southeast
Asiais so high is because of the existence of “Japan-Japan
trade”. Japanese companies establish production bases in
those countries and carry out reverse imports, in a number
of senses, so it is only the manufacturing technology that
flows from Japan to China; the product itself returns to
Japan. | think that thisis one important factor. | believe that
Toyota's decision to assemble and produce cars in Russia
was a very important one. At this point in time, there is
absolutely no expectation that there will be reverse imports
or reverse exports of those cars. In thisregard, | think that it
would be preferable if Toyota played an adequate role as a
leader. The number of overseas subsidiaries established in
Moscow and the rest of Russia has increased by 30% this
year alone. | would expect thisto increase much further.

ERINA: We have also heard that. | think that when Toyota
expandsinto Russia, its subsidiaries will also accompany it.

Lavrentiev: That is definitely the case. | think that thisis
extremely important in psychological terms as well. While
major companies are not making any moves, everyone
says that they are anxious and that it is too much of a
risk, but if even one leading company takes the plunge,
they change their view and begin to think that they could
actually work over there. Consequently, not only Toyota,
but also Nissan and Honda are likely to expand there, as
well as the automotive component manufacturers;, Komatsu
has also been experiencing success there for a few years,
S0 it is conceivable that it may expand its plant. Moreover,
in the field of IT, Japanese IT companies, which had not
previously looked towards Russia, are now developing a
deeper interest in the country.
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ERINA: What has surprised us is that there are moves in
many sector s towards establishing an office in M oscow;
thisis not just taking place in the automotive sector, but
also in the fields of finance, transport and distribution,
and advertising relating to this sector. Accordingly, you
mentioned the figure 30%, but | think that it may actually be
higher than this.

Lavrentiev: Oh yes, it probably is higher. In addition, by
last year — that is to say, by 1% January 2005 — the number
of such companies was less than 100, but figures have
emerged suggesting that this number will be 130 companies
as of 1% September 2005. We predict that this figure will be
higher still by the end of the year.

ERINA: We have just talked about investment and how a
leading Japanese company, Toyota Motor Corporation, is
going to expand into Russia. In what other fields of business
do you think thereis potential for expansion into Russia? Do
you think that it is likely to happen in the fields that you just
mentioned — industrial machinery and household electrical
appliances? | am surethat you must be conducting activities
aimed at attracting Japanese companiesto Russia.

Lavrentiev: The fact is that Russia would appreciate moves
by companies in any field, but it would be preferable if
foreign capital could flow, in some form, into industries
that increase the degree of processing of raw materials. To
be more specific, this would include such areas as oil and
gas refining, the chemical and petrochemical industries,
and the upgrading of transport infrastructure, including the
modernization of port facilities in the Far Eastern region,
as well as projects relating to such other fields as the
high-level processing of timber and marine produce, and
tourism. The quantity of investment in the field of tourism
is still small. One reason for this is that there is still a lack
of hotels; in addition, the hotels that do exist are expensive
and the level of service provided in them is perhaps not
what it should be. In this regard, if we do not aim for the
highest level, that industry will not develop, so we must
actually create a situation in which Japanese people will be
happy to cometo Russia.

In addition, there are the fields relating to nuclear
power generation, one of the industries of which Russia
can be proud. This covers everything from materials to
technology. There is likely to be an adequate market in
this field for companies from Japan and other countries.
Furthermore, there is the field of space; thisis an extremely
broad field in which one has to lump everything from
satellite launch services to the materials used in the space
technology for this under the name “space”. At any rate,
thereis still potential for companies active in this field.

Moreover, another field in which | think there is
still potential, towards which the gaze of the business
communities in both countries has yet to be diverted, it
seems, is the soft knowledge and abilities that Russia
has accumulated. | believe that the question of how both
countries can develop businessin thisareaisacrucial issue.

| think that Russians are more than capable of doing
well in the field of computer software. Russians also work
in the field of programming. A law concerning special

economic zones was adopted this year and there could be
interesting developments if businesses in this field were
established in such zones.

ERINA: We do not have any in-depth knowledge about the
special economic zones; have they already started operating?

Lavrentiev: They have already emerged as alaw. In August
2005, the Russian government established the Special
Economic Zones Agency, which has jurisdiction over
such zones. This agency is due to formulate a series of
legal instruments by the end of this year, in order to enable
special economic zones to begin their activities from next
year.

ERINA: Arethereany in the Far Eastern region?

Lavrentiev: | think they will also emerge in the Far Eastern
region. The issue of what they will do and where will be
part of the subsequent process; first of al, local authorities
that wish to establish a special economic zone will submit
an application and the government will consider it and
decide whether to grant permission.

ERINA: Thereis a special economic zone in Nakhodka, but
no progress has been made with that; it would be good if
they could make it work. However, there are also negative
elementswith regard to investment. Asthere are examples of
past failures, | think thereis still anxiety within Japan about
Russia’sinvestment environment.

Lavrentiev: It depends on the circumstances. It is a free
market, so it is inevitable that there will be a conflict of
interests on occasion. From the government’s perspective,
what is important in this kind of situation is justice, or
compromise; at any rate, the government must handle the
situation in such a way as to ensure that a dispute does
not arise. Even if a dispute does become inevitable, the
appropriate processes must be followed in conducting a
court case.

ERINA: The establishment of an organization such as
the Japan-Russia Trade and Investment Promotion
Organization to settle disputes has been considered; is
progress being made with regard to this matter?

Lavrentiev: It has begun to get underway. The Japan-Russia
Trade and Investment Promotion Organization only began
its activities as a Russian organization on 12" April this
year, so it isonly in the early stages of its development and
it has not yet taken on its proper form. However, strictly
speaking, it does not have the kind of powers enjoyed by
courts or arbitrators, so rather than actually settling disputes,
it selects partners and draws up agreement documents for
both parties, such as contracts, as well as providing advice
about issues that could arise from these.



ERINA: We would like to ask you one more question about
the investment environment, concerning the situation in the
Far Eastern region. Major Japanese companies are activein
Moscow and Saint Petersburg, but the Far Eastern region
hasthe image of lagging behind these cities.

Lavrentiev: In what sense do you mean that it is lagging
behind? Do you mean that actual investment is not taking
place? Or that there is not adequate compliance with the
law?

ERINA: Both. In the past, there were many examples of
failurein the Far Eastern region in particular.

Lavrentiev: | cannot really comment without looking at
the particular cases concerned, but vast sums of money are
being invested in the Sakhalin continental shelf, so that
certainly cannot be described as afailure.

ERINA: We are often told in the Far Eastern region that
there are many examples of failurein small-scale investment.
Therewere problemswith hotels, for example.

Lavrentiev: That is an undeniable fact, | think. However,
at the same time, there are also facts to which nobody has
been paying attention. These are the examples of Russian
companies that have failed in Japan. In other words, it is not
the case that Japanese companies are all entirely reputable
and wonderful, so companies that have made a mistake in
selecting their business partners become unable to make
payments and we sometimes have to step in and sort things
out. As it is investment, companies have to study the law
thoroughly, without placing their own interpretation on it,
and devise a proper business plan.

ERINA: That's advice to Japanese companies, isn’t it?

Lavrentiev: Yes. And also to Russian companies.

ERINA: Incidentally, thereis talk that Russia will join the
WTO.

Lavrentiev: Progressis being made. In particular, almost all
the relevant negotiations with Japan have been completed,
so all we have to do is sign the protocol on these, and |
think that President Putin will probably do that on his next
visit to Japan. However, some countries have made various
demands on Russia, so it is difficult to draw up a plan for
when talks with them will end and indeed, we should not
make any such plans. We are not running a race against
anyone, so we just have to persist with negotiations until
we can accede to the organization. Consequently, if al
goes well, it is conceivable that Russia could be admitted
as a member in 2005, at the meeting to be held in Hong
Kong in December. At the same time, we must not make
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concessions that will hurt us, so | think that next year will
be fine if we do not complete negotiations in time for the
Hong Kong meeting. About 80% of negotiations have been
completed, so | think that we will join the WTO in the very
near future.

ERINA: In November this year, President Putin is going to
come to Japan; please tell us about any ambitions or hopes
that you have for thisperiod?

Lavrentiev: More than anything else, what isimportant is to
convey an accurate impression of Russia. Business is based
on reality, so we must tell the Japanese business community
the truth of the situation. That truth is much better than
everyone probably thinks, so while explaining this, we
must create specific success stories. Other than Toyota, |
mean. Toyota will definitely succeed, of that there can be
no doubt. The more success stories like this one, the better.
At the same time, Russian companies have also begun
to establish overseas subsidiaries in Japan. | think that
the reason why they establish such subsidiaries in Japan
is because we have entered an age in which companies
must gain a better idea of Japanese market needs and
develop their own business in line with those needs.
Conseguently, | believe that the number of such companies
must become comparable with the number of Japanese
companies expanding into Russia, and | would be thankful
if the number of Russian companies establishing overseas
subsidiaries in Japan could increase from the current 20
companiesto 100 over the course of my posting in Japan.

ERINA: What will be the theme of President Putin’s visit to
Japan?

Lavrentiev: | think it is difficult to pin it down to a single
theme. We are now at the stage of making preparations
for the visit and | think that around 10 agreements will
be signed. However, these cover a diverse range of areas,
from cooperation in the energy sector and matters relating
to nuclear power, to tourism and the field of IT, so it is not
possible to sum them up as a single concept. At any rate,
President Putin’s visit will undoubtedly be of great signifi
icance for both countries.

ERINA: | see. Thank you very much for making time to see
ustoday.

Interview conducted on 30" August 2005 at Russian Trade
Office in Tokyo

Interviewer: Hisako Tsuji, Senior Economist, Research
Division, ERINA, and the Editor of ERINA REPORT
Minutes of interview recorded and edited by Momoko
Horikawa, Researcher, Research Division, ERINA, and
translated into English by Eleanor Goldsmith, Research
Assistant, Research Division, ERINA
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Russia and Japan Beyond 2005

Viadimir . Ivanov
Director, Research Division, ERINA

In 2005, Japan and Russia celebrate the 150"
anniversary of the establishment of diplomatic relations. In
addition, the centenary of the signing of the Peace Treaty
in Portsmouth, as well as the 60" anniversary of the end of
World War |1, require that we assess past events in bilateral
relations, as well as considering the paths that the two
neighbors may choose in the future. This essay attempts to
briefly review the existing currents in bilateral economic
ties and envisage some potential building blocks for the
economic partnership between the two countries in the
longer term.!

An Encouraging Geo-political Context

At the Japan-Russia Summit held in Bangkok in
October 2003, the leaders agreed to establish a policy-
oriented expert-level framework to exchange views on a
broad range of bilateral issues as part of their efforts to
improve the environment for the conclusion of a peace
treaty. Indeed, Japan and Russia are the only major powers
that have yet to achieve complete normalization, due to
the lack of atreaty with agreed borders. Nonetheless, one
must also recognize that the bilateral interface is now
qualitatively different, being more positively focused than
ever before.

Certainly, this interface is not perfect: there is
significant room for improvement. Further advancement
requires leadership and a working institutional framework.
However, like it or not, the role of politicians and their
supportive bureaucracies is becoming less dominant. In
contrast, the world is changing and global competitive
pressure requires that both countries respond to
groundbreaking economic trends and geo-political shifts. It
seems that pressing economic needs and changing interests,
as well as emerging non-military concerns will define the
transformation of the bilateral agenda for decades to come.
Factors unimaginable just two decades ago create a demand
for innovative approaches, including those relating to
steering policy dialogues, investment decisions and rapidly
increasing grass-roots interactions.

The redlity is that the role of the US in Japan-Russia
relations has changed dramatically. Since 1991, Russia's
political leadership no longer defines its security priorities
in the context of confrontation with Washington or its
alies. In general, Moscow seems to be free from openly
antagonistic relationships with other countries and does not
threaten any other state. The military forces on both sides of
the Cold War divide were downsized and the risk of large-
scale war practicaly vanished. The new relationships with
NATO are guided by the idea of partnership. Military-to-
military exchanges with Japan were aso developing quite

rapidly, contributing to policy dialogue.

From 2001, persona bonds with the leaders of the
US, Germany, Italy, France and the UK became stronger
and more meaningful than at any point during the last
century. New geo-political interests are now supportive
of closer economic ties. Links with the West appear so
much different today, now that Moscow is a fully-fledged
G8 partner. In fact, other members of this group are more
inclined to compete with Japan in promoting their own
trade and economic interests.

However, there are numerous specific areas in which
strengthened cooperation could unmistakably serve the
interests of both sides. One such area is the DPRK. Japan
and Russia agree that the DPRK must be prevented from
developing nuclear weapons. However, both countries
need to envisage how and under what specific conditions
they could support the reform process, providing economic
and technical assistance in rebuilding infrastructure and
normalizing the energy supply in the north of the Peninsula.
Provided that the nuclear issue is resolved through
diplomatic means and an agreement on a nuclear-free
Korean Peninsula is reached, trans-Korea infrastructure
projects could become physically possible, including a
power grid, railroad and a pipeline for transporting natural
gas.

Y et another close link is assistance in the program for
the dismantling of old nuclear submarines. Under phase
two of the bilateral “Star of Hope” project, five Russian
nuclear submarines are to be dismantled: four of them in
the town of Bolshoi Kamen, near Vladivostok, and the
other in the town of Vilyuchinsk in Kamchatka. The first
18-month stage involved the dismantling of the Viktor-3
class submarine. The full plan envisages dismantling about
40 nuclear submarines by 2010.

In the field of international organizations, Japan
assisted Russia in joining the Asia-Pacific Economic
Cooperation (APEC) forum. Tokyo supports Moscow’s
bid for accession to the World Trade Organization. In the
context of the reform of the United Nations, Russia has
reiterated its support for Japan’s becoming a permanent
member of the UN Security Council, giving broad consent
on the draft framework resolution of the G4 countries.

Investment Climate

Obviously, economic limitations, particularly those
on the Russian side, were mostly to blame for sluggish
progress in business contacts over the last decade. However,
Russia has attained macroeconomic stability and made signi
ficant progress in repaying its foreign debt. In 1999-2004,
annual GDP growth was above or close to 7%, while

! This paper was presented at the international conference portsmouth and its Legacies, commemorating the Centennial of the
Russo-Japanese Peace Treaty of 1905. The conference took place on September 8-10, 2005, at Dartmouth College in Hanover,

New Hampshire.
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industrial production in 2004 expanded by 6%. Capital
expenditures increased by 11% and investments from all
sources were estimated at approximately $100 billion.

For a number of years, Japanese business leaders
basically agreed that the investment climate in Russia was
not sufficiently favorable. However, by 2005, accumulated
foreign investment exceeded $82 hillion, including $40
billion attracted in 2004. The share of foreign direct
investment (FDI) was 23.3%, while portfolio investment
occupied 0.8% of the total volume. About 80% of the entire
influx, including 78% of FDI, originated from Cyprus,
Netherlands, Germany, the UK, the US and France.
Most foreign funds were focused on the industrial sector
(the oil industry in particular), retail trade and catering,
and commercial operations. Russia’s economic image
was gradually changing, influencing its credit rating. In
2003-2005, the leading credit agencies, including Moody’s,
Fitch, and Standard and Poor’s awarded Russia with an
investment level credit rating. According to the international
consultancy A. T. Kearney, Russia now occupies the 11"
position in the list of economies most appealing to foreign
investors, equaling Chinain this respect.

From 2004, Russia underwent fundamental changes
in the system of state management. This reform is aimed at
reducing the excessive involvement of the state in economic
affairs, dismantling barriers to entrepreneurship, protecting
property rights (including copyrights and intellectual
property), harmonizing technical standards and providing a
regulatory framework.

The tax pressure has been reduced considerably,
contributing to the investment capacity of enterprises. From
2004, the tax rate for operations with stocks and securities
was lowered from 0.8% to 0.2% of the nominal emission
volume. Value-added tax was reduced to 18%. A law signed
in July 2004 reduced social tax rates and expanded the
list of activities covered by the simplified tax regulations.
Amendments adopted in 2005 aim at the promotion of
competition in the context of anti-monopolistic regulations.

In September 2004, the government adopted a
plan aimed at promoting the development of financial
infrastructure, thereby reducing the risks involved in
entering the financial markets. In July of that year, the
government adopted a strategy of developing the banking
sector, aimed, amongst other things, at eliminating
discrimination against foreign investors. In addition, the
maximum foreign share in insurance companies has been
raised to 25% and some regulations were abolished for fi
rms in which the share of foreign ownership was less than
49%. In addition, a law was adopted that liberalized the

currency market. New legislation will soon be introduced
to establish transparent rules for companies operating in
natural resource-based industries. The government is also
set to introduce international accounting standards for listed
companies and has initiated new legidation on preventing
money laundering and improving the transparency of
banking institutions.

Economic Links

It is quite likely that bilateral trade may exceed
$10 billion in 2005-2006, demonstrating an exceptional
dynamism (Table 1).

Although the volume of bilateral trade is not large
by Japanese standards, it has doubled over the last seven
years. For Russia, Japan is an important trading partner,
but until recently it was not on the list of the top ten export
destinations, nor the top ten sources of imports. Official
statistics, however, are incomplete because they register
only direct imports. Exports to Russia via third countries
would add another $3-4 billion, making Japan Russia's fi
fth-largest trading partner.

The composition of Russia’'s exports to Japan remains
focused on grass-roots sectors, including precious and non-
ferrous metals (37%), fish and marine products (27%),
timber (11%) and fuels (20%), including coal, oil and oil
products. In 2004, Russia occupied the 25" position in
the list of Japan’s export destinations, behind Vietnam.
In terms of Japanese imports, Russia was in 21% place,
positioned between Kuwait and Switzerland. In absolute
terms, bilateral trade constitutes only about 10% of Japan’s
trade with the ROK and 5% of that with China.

According to Russian official sources, cumulative
Japanese investment to 2005 reached almost $700 million,
including $140 million of direct investment. Again, the
Sakhalin projects and investments made via third countries
accounted for $2-3 billion, making Japan the fifth-largest
investor. In 2003 aone, investment in the Sakhalin projects
reached $1.0 hillion, which brought the cumulative volume
close to $2 hillion, including $800 million of accumulated
FDI.

Currently, there are more than 80 representative of
fices registered only in Moscow. According to a survey
by the Japan Bank for International Cooperation (JBIC),
Russia has been elevated to the top ten geographic
destinations for business expansion. This is remarkable
progress compared with the situation in 2001, when it was
not found even among the top thirty attractive countries
for Japanese companies. However, given the traditional
caution in dealing with Russia, the complexities of the

Table 1. Russia-Japan Bilateral Trade, 1998-2005

($1 billion)
1998 1999 | 2000 | 2000 | 2002 | 2008 | 2004 | 200
(1% half)
Exports | 29 37 46 3.9 33 42 5.7 23
Imports 1.0 05 0.6 0.7 0.9 17 3.1 15
Total 3.9 42 5.2 46 4.2 59 8.8 38

Source: Ministry of Economic Development and Trade, Russia
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Table 2. Loans by the Japan Bank for International Cooper ation, 2002-2004

. Repayment Amount .
Agreement date Partners Recipients (years) (1 million) Project
March 6, 2002 Commercial Vneshtorgbank 5 60 Impprts of machinery and
banks equipment
Bank of Tokyo- | Moscow Imports of machinery and
June 12, 2003 Mitsubishi International Bank S 20 equipment
September 2003 — NEC-NevaV o | EQuipment manufacturing and
marketing
Gloverbel Group Manufacturing plant
November 2003 (Asahi Glass) 108 construction
Business Car :
March 2004 — N (Toyota) 6 | Marketing
March 30, 2004 — Rostelecom 2.66 ﬁ‘;‘;épme”t procurement from

Source: Ministry of Economic Development and Trade, Russia

decision-making process and the lack of capacity (and, very
often, incentives), it could take years before these changing
attitudes are translated into concrete business projects. In
this context, the role of JBIC in supporting business links
could be crucid (Table 2).

At the same time, other institutional frameworks that
prop up bilateral ties need to be developed further. In this
context, the efforts of the US government to support the
private sector’s operations in Russia deserve attention,
including the BISNIS framework and the Commercial
Service representation offices established in Russia, as well
as the offices opened under the Regional Initiative program
- al funded by the Department of Commerce. Moreover, the
Commercial Energy Summit, a public-private framework,
was established by the leaders. This organization has
elevated US-Russia bilateral dialogue at the ministerial
level and the level of the leading energy companies. Similar
institutions that support private-sector operations in Russia
have been established by the european Union (EU).

Vis-a-vis these two mega-partners, Russo-Japanese
cooperation cannot yet rely on the proactive role of their
respective governments. Indeed, the current disposition
is quite far from ideal, considering that in both countries
the state and the private sector act mostly independently.
In summary, in both countries, there is no government-
funded entity that could support private-sector operations.
In addition, there is little coordination among the existing
government-level bilateral frameworks. In other words,
both national and bilateral “lobbies’ that should promote
bilateral economic links are weak, or yet to be organized.

Sub-national Relations

It is well known that countries do not trade:
businesses and companies do. However, in Japan-Russia
relations, activities at the sub-national level could play
an important supporting role, facilitating the flow of
information and the formation of interest groups. Despite
a trend towards greater centralization in Russia, regions
possess considerable freedom in their external contacts.
In highly disciplined Japan, on the other hand, regional
decentralization is now perceived as an important tool in

reviving the economy. For example, Taizo Nishimuro,
Vice-Chairman of Nippon Keidanren and Chairman of
Toshiba Corporation, has raised the issue of aresolute shift
from a system of centralized control to regional autonomy,
local initiatives and decision-making, in order to sustain
balanced nationwide devel opment.

Some regions are now moving in this direction. A
law on establishing Special Zones for Structural Reform
has been enacted. Currently, more than a hundred such
zones have been approved, granting exemptions from
regulations in such fields as education, urban renewal,
distribution, agriculture, medical care, and industry-
academic cooperation. Over time, this could enhance the
competitiveness of regions and municipalities, providing
the means for the selective testing of new policies that
enhance competitiveness and promote region-to-region
links.

For Russia, these developments could be of significant
value. The Far Eastern region represents a strategic border
area, but it is economically and demographically at risk.
The challenge is the weakened economic and transportation
links between this part of the country and other regions in
Russia, as well as a harsh climate and difficult economic
conditions. It seems that a response strategy could be found
in the field of strengthening infrastructure connections,
including transport, telecommunications and energy
delivery systems, but also in promoting small and medium-
sized businesses. These could provide incentives for
regional development, supporting at the same time closer
economic links with neighboring states, Japan in particular.

Far Eastern Russia is the traditional area of interest
for Japan, including Japanese companies and certain
prefectures, including Hokkaido and Niigata. On the other
hand, from the early 1990s, the economic wellbeing of
several Far Eastern provinces depended heavily on trade
with Japan, as well as other neighbors (Table 3).

In 2003, the bilateral trade transactions of Far Eastern
Russia were close to $7.7 hillion, with exports consisting
mostly of oil and oil products (32%), timber (15%), fish
and shellfish (11%), coa (4%), metals (9%) and machinery
(5%).
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Table 3. Far Eastern Russia: Bilateral Trade with Japan 1998-2003

($1 million)
1998 1999 2000 2001 2002 2003
. Exports 33.7 106.3 1117 278 — 138.9
Y akutia
Imports 9.7 20.2 6.4 74 — 110
. . ) Exports 264.0 161.0 194.0 257.0 207.0 154.9
Primorskiy Krai
Imports 60.0 38.0 32.0 47.0 74.0 221.7
. . Exports 178.3 213.3 190.0 180.0 148.0 169.2
Khabarovskiy Krai
Imports 174 42.0 34.6 34.0 56.0 77.8
Exports 121 9.0 6.8 19.3 16.3 219
Amurskaya Oblast
Imports 15.7 54 26 14 0.7 18
Exports 1235 64.4 81.9 50.5 76.7 70.6
Kamchatskaya Oblast
Imports 10.9 89 5.6 6.0 7.1 134
Exports 6.3 22 19 23.0 — 20.1
Magadanskaya Oblast P
Imports 6.2 41 10.9 9.4 — 12.7
Exports 121.7 123.6 135.5 94.0 201.0 2935
Sakhalinskaya Oblast P
Imports 20.7 214 38.9 84.0 273 144.6
Total Exports 739.7 679.8 722.2 652.0 649.3 869.2
Imports 140.6 140.1 131.3 189.3 165.1 483.0
Total trade 880.3 819.9 853.5 841.3 814.4 1,352.2

Source: Inter-regional Association “The Far East and Trans-Baikal Regions’

Japan accounted for almost $1.4 billion, or 22% of
total trade, following China (37%), but staying ahead of
the ROK (15%). Japan’s imports from the Far Eastern
region approached $880 million, including oil and oil
products (25%), timber (21%), coal (20%), and fish and
shellfish products (15%).> Japan’s exports to the Far
Eastern region of Russia consisted mainly of passenger cars
and trucks (35%), steel pipes and rolled steel (20%), and
construction and earthmoving machinery (9%). Province-
wise, the leading trading partners of Japan were Sakhalin
Oblast ($438 million), Primorsky Krai ($377 million) and
Khabarovsk Krai ($247 million). Sakhalin was far ahead in
terms of Japanese investment ($784 million), followed by
Primorsky ($26 million) and Khabarovsk ($2 million).

It seems unlikely that a conventional expansion of
trade and evolutionary accumulation of Japanese investment
in Russia would suffice to transform all these important,
but minuscule economic exchanges. Rather, we should
anticipate some mega-developments that could affect both
the scale and the quality of economic links. The Sakhalin
oil and gas projects are quite representative in this regard.

During his 2005 summit meeting with Junichiro
Koizumi at Gleneagles, Vladimir Putin expressed his
appreciation that Toyota Motor Corporation has decided to
construct an assembly plant in St. Petersburg, promising his
full support for this venture. The leaders discussed progress
in implementing the “Japan-Russia Action Plan”. They
agreed that Putin will visit Japan on 20"-22™ November.
The leaders aso affirmed the strategic importance of an oil

pipeline project to Russia’ s Pacific coast.

The Qil Pipeline Impasse

The Pacific oil pipeline project is now part of Japan-
Russia and Russia-China policy dialogues. Initialy, the
project was not designed to gain support from Japan.
Nevertheless, Japanese energy planners became interested
in it. Supportive remarks made by Koizumi when he visited
Moscow in January 2003 paved the way for high-level
exchanges, working-level discussions and technical visits.
This ignited hopes that Japan could become a partner in the
project. The expectations of an agreement were initially
high on both sides, particularly in Russia. However, the
process has stalled, leading to disappointment among its
proponents, including the Transneft Company.

In order to understand the sources and mechanisms of
such disappointment on the part of Russia, one hasto review
the role of Putin in the decision-making process centered
on the Pacific oil pipeline and other critical infrastructure
issues. It seemsthat he is strongly convinced that eastbound
pipeline infrastructure is vital to Russia's economic
wellbeing, political integrity and international posture.
Since his days in local government in St. Petersburg,
transportation routes and related infrastructure have been an
important part of Putin’s agenda, partly defining his long-
standing personal links. For example, in 1996-1999, Alexel
Miller, currently Chairman of the Board at Gazprom, served
as director for investment and development at the Sea Port
of St. Petersburg. In 1999-2000, with Putin taking over the

2 The smuggling of fish and shellfish from the Pacific provinces to neighboring countries is perhaps the most notorious part of
the underground economy in Eastern Russia. Officially, in 2003, such exports to Japan were estimated at about $102 million.
In reality, these figures represent only afraction of existing exports.



reins of government, Miller was given responsibility over
the Baltic Pipeline System (BTS). This project has now
became a magjor infrastructure achievement.

Putin believes in state control over the trunk pipelines,
including projects such as the BTS and the Pacific pipeline.
Despite some differences in approaches relating to
investment mobilization®, cabinet members have no other
choice but to follow his view. Putin now discusses pipeline
infrastructure issues on a regular basis with Miller, as well
as with such key figures as Semen Vainshtok (CEO of
Transneft). He does not shy away from chairing cabinet-
level meetings on pipeline infrastructure development, with
the most recent session having been held in early October
2004. He also discussed with the minister for natural
resources the prospects for exploring and developing oil
and natural gas reserves in Eastern Russia. On the other
hand, he likes sharing his ideas with the leaders of Germany
and France, as well as other G8 members, including Japan.

Putin’'s overall position in defining the pipeline routes
could be perceived as Russo-centric. The earlier drafts of
the Energy Strategy 2020 stated the need to avoid the transit
of oil and gas viathe territories of “third” countries. Before
visiting China, Putin explained that any decision regarding
the destination of an oil pipeline will be based on Russia’s
national interests, including the development prospects of
the Far Eastern provinces. On the other hand, he aluded to
a comprehensive energy partnership with China.

As far as Japan is concerned, there was presumably
alack of confidence in the project’s economics, including
the reserves of oil available in Eastern Siberia, which are
currently estimated at about 1,000 million tons (Mt). In
total, about 40 new fields could be licensed as soon as in
2006-2007, with an additional 30 fields to be auctioned
soon thereafter. As of today, discovered oil and gas fields,
including Talakanskoe (Y akutia), Urubcheno-Tokhomskoe
(Evenkia), Verkhnechonskoe (Irkutsk Oblast), as well as
smaller fields, could alow production of 50 Mt of oil a
year.

The long-term plan envisages enlarging the oil
reserves by about 1,500 Mt by 2010, accompanied by a
similar expansion in resource estimates. The cost of the
program that would allow these increases is close to $25
billion. Towards 2030, the estimated costs of the geological
exploration and development of the new oil reserves
could amount to $50 hillion.* On the other hand, the plan
envisages an initial supply of about 30 Mt of oil from
Western Siberia. Moreover, the funding for the geological
exploration and development of new reserves will be
supported through the federal budget, but an international
exploration-and-development consortium that could help
alleviate investment risks could be established with the
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participation of Japan. There is a strong expectation that
President Putin’s planned visit to Japan will result in more
good news regarding this oil pipeline mega-project and
related activities.

In this context, it is important to envisage the
demand for Siberian and Sakhalin oil on the part of Japan.
Currently, the capacity of the US to absorb oil from Eastern
Russiais estimated at 15-25 Mt a year. A similar estimate
could be applicable to the ROK and Taiwan combined. The
remaining 30-50 Mt should find their way to China and
Japan. A commitment on the part of these two economies
to certain volumes of oil imports from Russia could be
important for the overall design and commercial success of
the project.

An Energy Partnership?

In a broader sense, extensive energy links could
make Japan and Russia economically interdependent,
promising significant benefits, but requiring closer policy
coordination. According to Nippon Keidanren, Japan’s
Achilles’ heel is energy. A stable energy supply must be
secured, consistent both with environmental and economic
concerns. Sources should be diversified to avoid the risk
of over-concentration.” Similarly, Russian energy planners
propose to diversify energy exports, accessing new oil
and gas markets in the Asia-Pacific region, Northeast
Asiain particular. As of today, Russia’'s energy exports
basically have only one predominant destination: Europe.
The Russian government is proposing to diversify energy
supplies to the “north, east and south”, promoting energy
production in new, capital-intensive environments,
including Eastern Siberia, the Far Eastern region, the Arctic
and the continental shelf of the Northern and Caspian seas.

The economies of Northeast Asia and the US are
emerging as potential new destinations for Russian oil
and natural gas. In May 2002, Moscow and Washington
launched their “new energy dialogue’. China, for its part,
has been successful in lobbying for an export pipeline.
Energy cooperation became part of the Japan-Russia Action
Plan adopted in January 2003.

Energy exportsto Northeast Asia seem to be becoming
a priority target for Moscow. On the other hand, Russia
is not planning to expand its energy exports to europe
in physical terms. Contrary to expectations, including
projections by the International Energy Agency, the main
provisions of the Russian Energy Strategy to 2020, adopted
in August 2003, basically reflect this change in priorities.
The Energy Strategy 2020 says that crude oil exports to
the Asia-Pacific region could reach 105Mt a year - a little
more than 2 million barrels a day - including 25Mt to
be produced by the Sakhalin offshore fields. These huge

3 The decision on the Pacific pipeline was officially announced on 31% December 2004. The pipeline will be built in two
phases, first to Skovorodino (2006-08), then to Perevoznaya Bay (from 2008), and the chief contractor of the project is
Transneft. It is not yet clear how the project could be financed, but the option of using the extra revenue accumulated in the
Stahilization Fund could be among the possibilities. The aternative could be a transportation tariff levied by Transneft, as well
as taxation preferences and customs benefits extended to companies involved in the project.

* Currently, the annual level of funding for geological exploration and development in Eastern Russia is a little more than

$100 million, only about 10% of the required investment level.

® Looking to Japan's Future: Keidanren's Perspective on Constitutional Policy Issues, 18" January 2005, Nippon Keidanren

(Japan Business Federation).
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amounts will constitute about one-third of the projected
Russian oil exportsin 2020.

The plan also includes building a 4,200km crude
oil pipeline, connecting the fields in Eastern Siberia and
Y akutia and the existing trunk oil pipeline in Taishet,
near Lake Baikal, with an export terminal on the Pacific
coast. The price tag of this project is close to $12 billion.
If materialized, it could divert as much as 15% to 20% of
Russia's total oil output and 25% to 30% of its oil exports
to markets in Northeast Asia. Japan’s trade minister,
Shoichi Nakagawa, stated that Japan was willing to help “in
every way possible”, if Moscow gives priority to building
the pipeline to the Pacific coast. However, plans to divert
part of the oil to China upon the completion of the first
phase of the project appear to be a problem.

With regard to natural gas exports, the share of
Northeast Asia could reach 15% to 20% by 2020. Gas
supplies to China and the Korean Peninsula via pipelines
could reach 25 billion cubic meters (Bcm) by 2020. Thisis
greater than the volume that the ROK currently imports as
liquefied natural gas (LNG). Technically, a gas pipeline to
the ROK could be routed via the DPRK, but a more viable
option would be transit via China. A submarine gas pipeline
between Sakhalin and Japan (Sendai or Niigata) has been
proposed by ExxonMobil. Moreover, the Sakhalin 11 LNG
project could export about 13 Bcm of LNG annually by
2015 and Japan is about to conclude contracts for half of
this volume.

Bilateral energy cooperation potentially transcends
export-oriented projects. To sustain domestic demand
towards 2020, expand exports and modernize domestic
energy industries, Russia needs between $620 billion
and $850 billion, including $260 billion to $300 billion
mobilized before 2010-2012. Most of these funds should
originate from private sources and loans. Only the Sakhalin
| and Sakhalin Il international consortia, in which Japanese
companies are involved, plan to invest as much as $35
billion over the next decade or so, but several other oil
and gas projects on the Sakhalin shelf are in the formation
phase, requiring another $30 billion to $50 hillion.

These and other projects would create huge business
opportunities. Japanese investors and equipment
manufacturers could participate in the construction of
new power plants and delivery infrastructure and the
modernization of existing facilities, as well as a broader
reorientation of the Russian energy sector toward
increased efficiency and added value. More generally, the
development of energy industries is seen by the Russian
government in the context of technological advancement
and high-tech research and development. Technological
cooperation in the fields of energy, fuels and emission
reductions could benefit both countries, but these issues
are yet to become part of the bilateral agenda. In addition,
cross-border power interconnection is on the long-term list
of priorities, with forecasts of electricity exports to China
and the Koreas. Eastern Russia's unique hydroelectric
power potential presents an opportunity for projects that are
efficient both in economic and environmental terms.

Indeed, energy sector development contains significant
potential for investment and trade, including new business
opportunities for companies and investors. It seems,

however, that a new conceptual framework is needed to
integrate these opportunities into the long-term policy
agenda. One such example is the concept of “Asian Energy
Partnership”, which was publicized in April 2004 by the
Ministry of Economy, Trade and Industry (METI) and is
mostly aimed at promoting ASEAN+3 (Japan, the ROK and
China) cooperation. This plan avoids explicitly mentioning
the options relating to eastern Russia. On the other hand, it
seems that leading companies could act beyond the bilateral
frameworks. For example, some of them are working in
partnership with Gazprom in the Stockman field project,
which is not related to the Japanese market at all.

The Kyoto Protocol

It is important to make a brief mention of the Kyoto
Protocol, which recently came into force as a result of
its ratification by Russia. Under the Kyoto Protocol, the
emissions volume in 1990 became the “base” level for
Russia, as well as for many other countries that have
signed up to the agreement. The Russian government
tends to view the Protocol not as a “money bag”, but as a
“pilot agreement” designed to launch innovative economic
mechanisms aimed at emission reductions and improved
energy efficiency. It remains to be seen how Japan responds
in the context of this agreement. Foreign Minister Nobutaka
Machimura said that Japan welcomed the decision,
indicating that his government has been approaching Russia
on thisissue on many occasions at various levels.

In general, by combining energy cooperation with
efforts aimed at reducing emissions, the agreement could
stimulate both bilateral and sub-regional economic links.
In the context of Japan-Russia bilateral cooperation, the
agreement could contribute to promoting renewable energy
sources in Russia and exporting energy-saving technologies
from Japan.

Among the cross-border projects are various options
for power grid interconnection, natural gas pipelines,
hydroelectric power and biomass energy. By investing in
these environment-friendly ventures, Japan and other Annex
Il countries would increase the range of options available
to them for meeting their Kyoto targets. However, to justify
investment in large-capacity projects, these ventures must
have market access.

On the other hand, Russia does need vast improvements
in energy efficiency and new investment in the
modernization of energy facilities. In Eastern Russia,
renewable energy could replace obsolete thermal capacity
in some cases. Given the abundant renewable energy
resources in the eastern regions of Russia and very large
markets for cleaner energy in neighboring countries, growth
in renewable energy production could be significant. It
is also conceivable that the Kyoto process would require
active participation at the regional governmental level.

A Geo-economic Complementarity

Growing regional economic interconnectedness may
require mutual support from Japan and Russia, which could
potentially lead to investment projects that cover not a
single market, but create a production and export platform
that serves several regions.

METI estimates that by 2020, Asia will have a



25% share of world GDP, compared with 19% in 1990.
As aresult, the region is now seen as a huge market for
commodities and consumer goods. Less widely appreciated
isthe fact that Asiais quickly becoming a hub for advanced
research and development, as well as higher-end products.

Japan remains the second largest country in the world,
bigger than all the rest of Asia combined. In 1992-2001,
Japanese imports from East Asia surged from 31% to
43%, while exports to East Asia rose from 33% to 42%.
It is estimated that more than 70% of the largest Asian
companies on an annual turnover basis are Japanese. China
has become Japan’s largest trade partner, supplanting the
US, while in 2003 trade with ASEAN accounted for about
15% of total Japanese trade.

In November 2004, during the ASEAN+3 summit in
Laos, economic ministers decided to set up an expert group
to study the establishment of an East Asian Free Trade
Area. Russia needs much closer links with the economies
of East Asia. Japan has been a key player in helping to
promote Asian integration. This is being achieved through
investments by private firms, as well as government grants
to develop regional infrastructure, service operations and
production capabilities. It now invests approximately 10%
of its outbound FDI in East Asia

Conclusions

In their bilateral relations, Russia and Japan have
reached a point when the feelings of “remembrance and
reconciliation” should prevail. The Portsmouth Treaty did
not really work out well for various reasons, including
revolutions, conflicts and wars in the years immediately
after 1905. The post-1945 alliance obligations did change
the geo-political currents further, completely altering the
intermediary role of the US in Tokyo-Moscow relations.
Today, relatively loose trade and industry links continue to
reflect these century-long upheavals, as well as the limited
capacity on both sides to interact economically.

The bottom line is that the new trade and economic
links cannot be a part of policy bargaining any longer,
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but appear to be mutually reinforcing tools in the pursuit
of national interests, prosperity at the regional level and
international stability.

In conclusion, bilateral economic interaction is moving
ahead, promising significant mutual benefits. Firstly, the
real level of bilatera economic exchange is much higher
than official statistics suggest.

Secondly, mega-projects, including the Sakhalin oil
and gas ventures, Pacific oil pipeline and similar projects
could further motivate bilateral trade and investment
cooperation.

Thirdly, the relationship with China has become one of
the most important bilateral links for both Japan and Russia.
China' s demand for commodities, energy and manufactured
goods represents a golden opportunity for both Russia and
Japan, particularly if they could somehow complement one
another on along-term basis.

Fourthly, cross-border energy cooperation in
Northeast Asia, focused on energy sector development in
Eastern Russia, would enhance the energy security of the
economies of this area, contributing to their international
competitiveness and environmental sustainability, as well
asthe political stability of the region asawhole.

Fifthly, it seems that globalization intertwined with
decentralization offers new opportunities for development
and cooperation. New options for business links supported
by the governments of provinces and prefectures should
be carefully examined, while also bearing in mind that the
central bureaucracies in both countries are still in control
and are likely to remain the key channel for business-
related communications.

Finally, both the expansion of contacts at the
grassroots level, including the business elites of Japan
and Russia, and their mutually beneficial geo-economic
positioning are among the goals that are long-term in
nature, but highly dependent on the overall international
environment and leadership.

20060 000000000

g0000000000000000000150000
oooOooooooooboooooobooobboOonOo
gboooboooecOOODOODOOOObO 20000
oooooooooooooooooooooooboo
oooooobooooooooooooooooDoDboo
oooooooocoooooooocoooooOooboobOoo

ERINADOOOOOOOOOODOOOIIOobOoOO

00000000000 oOoooooood

00000000 geo-politicald O O

gz20030 0000000000000 ODOOOOOOO 2
goboooboboooboobooboobooobooobo
O000o00oO0o0oOO0o0oOOo0oOo0ooOOoOooOoOooO

' 00000000000 0010000000000000000000002005090800100000000000000000000

DartmouthD 00O O00O0O0O0O000ODOO



ERINA REPORT Vol. 66 200500 NOVEMBER

gboooobooobooooboboobooobooobooooboo
oooooooooooooooocoOooOooOooOobOoo
ooooooboooooooooooboooooob 2000
oooooooooooooooooOoooooo 200
ubobooboooboooobobooboobooobooooboo
ooooooobooooobooobo
oooooooooooooooooooooooboo
gboooboooboooobb 200000000000
oooooooocoooooooocoooooOooboobOoo
gboooboooboooobboobooobooobooooboo
oooooobooocoooooooocoooooooboOoo
gboooboooboooobobooboobooobooooboo
oooooooooooooooooooooooboOoo
ooooooooooooooooooooooDoobOoo
gooobooobooooboboobooobooooooboo
obooodbcz0000b00C0O0O0OOO0Ob0OOO000DOO
gboooobooobooooboboobooobooobooooboo
oooooooooooooooocoOooOooOooOobOoo
googooo
ooomoooboooooooooooooooooboog
oooooooooooooboouoooooooo
goooboooboboooboboobooobooooooboo
oooooooooooooooooooooooboo
gooobooobooooboboobooobooooooboo
oooooooocoooooooocoooooOooboobOoo
gboooboooboooobboobooobooobooooboo
oooooobooocoooooooocoooooooboOoo
gboooboooboooobobooboobooobooooboo
ooooooood
ooooozeoiooooooooooooooooboo
gooobooobooooboboobooobooooooboo
ooooooooooooooooboboooooOooboobOoo
O0000O000OOgeo-politicalD 00 O0OOOOOO
oooooooooooooooobosgoooooboOoo
oooooobooooooooooooboooooDboobo 8
oooooooooooooooooooooooboOoo
gbobooboooboooboobooobooboooon
goooboooboboooboboobooobooooooboo
oooooooooooooooooooooooboo
gooobooobooooboboobooobooooooboo
oooooooocoooooooocoooooOooboobOoo
gboooboooboooobboobooobooobooooboo
oooooobooocoooooooocoooooooboOoo
gboooboooboooobobooboobooobooooboo

goooooooooooooobooooooooobobo
goboooooocooooooobooOoooooooboboo
gooooooooooooobooboooooooobooboo
gobooooooooooooobooooooooonoo
od
gooooooooOoOooooobooOoooooooDo
goooooooooooooo@moooooooOo
goooooooooooooboobooooo 200000
gobooooooooooooobocooooo 40000
goooooooooooooboobo 1000500000
goboooooooooil10o00b00o0o0oi1000000
goos3oboooooi100o0o0b00o0oooooobonboo
gzoo00b0000bo4Uuoooboooboooooooon
gooooooooooooooboooooooooboboo
gooooo0oOoobOoooooooboOoooboOoooDOoo
gobooooooooooooobooOoobo400000
gooooooooooooooboooooooooboobo
gooooooooooooooboooooo

oooo
gbooboooooboobooooobooboooboooon
gboobooboloobooooboooboobooooboobogoon
gooooooooooooooboooooooooboo
O000ooDooO0o0oO0oOoOoooDo199U20040 00000
gooOoooor7oO0o0oobobzo4C00000OOO 6O
goooobooooooonooooleco0bnononOon
ooooooon
gbooboooobooobooooboobooboooooon
goboboooooooooobzesoooooooonoa
goboooooosouioooobooonoo4ononoo
ooa0000D00OD00OO0ODbOOO0OO0OOO0O0ODbOO233000
goooosoboUoboOobocOoboOoOOoDOOOOObOObOO
gboooboooooooooboooobooboooboooogoon
goboooooocooooooobocoOooOoooooboboo
gsoooooooorsoooooooOooooooonoo
gooooooooooomoooooooobooooo
goboooooooooooooboooooooooboboo
gboobooooobboooboO0o000boi20030 20050
gooooooocoooooooboooooooooboboo
gboobooooooooobooobooboooboooogoon
gobooooocooooooATOOOOOOOOOCOO
gbooboooobooobooobooooboobonoooooon
oooooooooooo
goo400000C00O00O0DOOCOOOOOOODOOOO



gboooobooobooooboboobooobooobooooboo
oooooooooooooooocoOooOooOooOobOoo
gboooboooboooobbooboobooobooooboo
ooooooooooo
ubobooboooboooobobooboobooobooooboo
gbooobooobobobz2e0400000000O0OOoDoOO
gosouogooz0bbbOoOoOOisoUuOoOoooooOon
20040 7O0000O0ODOOOOOOOODOODOOOOOO
oooooooocoooooooocoooooOooboobOoo
gOoOozeos000000oooooobooooooDooboo
ooooooooocooooooooboo

gz0040 OO O0OOOOOOOOOOOOOODOOOOO
ooooooooocooooooobooooooooo
ooooooooooooooooooooooDoobOoo
gooobooobooooboboobooobooooooboo
ooooooooooooooobocboOooOooOooo2s0on
oooooobooooooooooOoobooboOoono40bo0o0oo
oooooooooooooooocoOooOooOooOobOoo
gboooboooboooobbooboobooobooooboo
oobooooooooooooooOoboOoOoOoOooooo
ubobooboooboooobobooboobooobooooboo
goooboooboboooboboobooobooooooboo
oooooooooobooo

oooo
ooooooDooooooooooooOoooono2o0s
0200600 2000000100000000000000
oooooi1o000

ERINA REPORT Vol. 66 2005 NOVEMBER

goooooooooooooobooooooooobobo
gr000oo0OO0C0cOoO0OoOoOooOoOobocOoOoOoOoOoooboboo
goooooooooooooboooooooooobooboo
goboboooooooooooobooooooooonoo
goooooooooooooobooooooooobooboo
obo0obo0o0oo0obo0o0oobO00o0o0booDboasonon
goooooooooooooobooooooooobobo
gs00000o00oooon
gooooooooooooooboooooooooboboo
gooooosr0cmooooz2zr@muooonooonoo
oobobooooocoooooobooz2o0000nonzo04cd
gobooooooooooooooooonoooz2sboo
gobobooooooooooooboooooobo21000
gobooooooooooooobolccoonoooosboo
oooooDooo
gooooooocoooooooboooooryooOOOOo
goooobob1400000D000000000DObODbO
goboooooocooooooobooOoooooooboboo
goooobooooooobzoo3oooooooonoo
gobooooooooooooobocogoosoooonoo
goooobzeo3ooooooooooooooonoo
gooooooooooooobooooooooobo
gooooooobsboooooobooooooboz2b0boo
ooooo
goboooooocooosooooboooooooooboboo
goooooooooooooooooooooobooo
goboooooocooooooolocoononno20010
goooooooseoooooobooooooooonoo

oooi199s0 20050 000000000

2005
1998 1999 2000 2001 2002 2003 2004 ooooo
oooooo 29 37 46 39 33 42 57 23
gooooo 10 5 6 7 9 17 31 15
oo 39 42 52 46 42 59 88 38
000000000O0O0D0ooD
godgzooozoo40 0o oooooOOn
oo oo ooo oo oo gooooo
pgloooooo
20020 30 ooog Vneshtorgbank ood 60 gooooo
20030 60 000000 |(000obooo ooo 20 oooooo
20030 90 O oooo 9 oooooo
«NEC-Neva»
20030 110 O «Gloverbel Group» O 108 oooo
(Asahi Glass)
20040 30 O oo0oo ] 6 oo
«Business Car»
(Toyota)
20040 30 O Rostelecom 2.66 oooo

00oo00000O0O00000DO



ERINA REPORT Vol. 66 200500 NOVEMBER

ooooooboooooooooboooboooooogo
goooooobobobOoboooboobobbooobooo
goooooboboobooooooobobobobooooooo
goooooobobobOobooobooboboboobooo
goodobobobboboooooobbobbboooooo
doodooooboooomooooooooooooa
goooooobOobobOobooobooboboboobooo
0ooodoooooooooog 2000
goodb020b00b00b0o0oboobobbobooo
Joooooooooooooooooooooooono
goooboooboboboboooboobobobobooo
0000000000000 O00O00O0OdBISNISOO
000000000000 DO00O Regional Initiatived
go0oo0Oo0obOo0Dmoobooboooboooooobo
0doodooooooooooooooobooooooo
goooooobobobOoboooboobobobooooo
ooooooboooooooooboooboooooogo
goooooobobobOoboooboobobbooobooo
gooooooooood
goob200000000000D000DbDO0ODDbOObDOO
goodobobobboboooooobbobbboooooo
0oodoooooooooooooooboooooono
goooooobOobobOobooobooboboboobooo
00o0oooooboooooooooooooomooo
gboooobodob 2000b00b0oooDOobooboboog
0000000bOoD0oO0D0oOoO0oD 2000000000
goooboooboboboboooboobobobobooo
goooo

gooo
goboooooocooooooobooOoooooooboboo
gbooboooooboooobooooboobooboooooon
gobooooooooooooobooooooooonoo
gbooboooobooboobooooobooboooooon
gboooboooooboooobooobooboooooogoon
gooooooooooooooboooooooooboboo
gboobooooooboooobooobooboooooboogoon
goooooooooooooobocooooooooboboo
gbooobooooobooooboooobooboooboooogoon
goboooooocoooooooboooooooooboboo
gboobooobooooobooboobooobooon
gobooooooooooooobooooooooooo
gooooooooooomoeooooOoOoOOmOn
gbooobooooooboooobooooboobooobooboogoon
goboooooooooooooboooooooooboo
gboobooooooboooobooobooboooboooogoon
oooooooocooooooo
gboobooooobooooboooooboooboooooon
gobooooooooooooobooooooooonoo
gbooboooboobooobooooobooboooooon
gbooobooooooooobooobooboooooogon
goooooooooooooobooooooooomoo
gboooboooooobooooboooboobooooboogoon
goboooooooooooooboooooooooboboo
gboobooooobooooooobooboooooogon
gooomobooooooooooooooooboooo
gboobooooboooobooooboobooboooooon

oobooooooOon0ndi199st 200300

g1o00000

1998 1999 2000 2001 2002 2003

oo 337 106.3 1117 27.8 138.9
ooooooooo

0o 9.7 20.2 6.4 7.4 11.0
0ooo 0o 264.0 161.0 194.0 257.0 207.0 154.9

oo 60.0 38.0 32.0 47.0 74.0 221.7

oo 178.3 213.3 190.0 180.0 148.0 169.2
oooooooo

0o 17.4 42.0 34.6 34.0 56.0 77.8

0o 12.1 9.0 6.8 19.3 16.3 21.9
ooooo

oo 15.7 5.4 2.6 1.4 0.7 1.8

oo 1235 64.4 81.9 50.5 76.7 70.6
ooooooo

0o 10.9 8.9 5.6 6.0 7.1 134

oo 6.3 22 1.9 23.0 0 20.1
ooooo

oo 6.2 4.1 10.9 9.4 0 12.7

0o 121.7 123.6 1355 94.0 201.0 293.5
ooooo

oo 20.7 21.4 38.9 84.0 27.3 144.6

oo oo 739.7 679.8 7222 652.0 649.3 869.2

0o 140.6 140.1 131.3 189.3 165.1 483.0

oooo 880.3 819.9 853.5 841.3 814.4 1,352.2

oooooooooooa




oooooobooooooooooooooooDbobOoo
oooocooolobooooooooooooooo
oooooobooooooooooooboooooDboboo
oooooooos3gom

go030 000000000 2000000000700
oMmooboooooo0obo0bos320 00 gdsot
oooonpgoooo 400000 oo oooosod
ooooo
oooooooomoosrobboboobo0140000220 @™
gboooboowsbooooboooboooooooooboo
gossoUoOoooOoOooooobooOoooOon2stodm
000200 000200M000015000000°%0
oooooooooooooooooooooooboOon
oooossodpnooooooonobz0dnoonon sod
ooooooboooooOoooooooOoooooDooobooo
obooobo438000@mOoboOooo3yw70oomong
oob00O0o0z2470 0000000000000 0ODODOO
oooooOvs40opoOoOoOoOoOooOzeconnonoOoOnO
ooooobobz2eo00oooooboooooooon
oooooooooooooooooooooooboOoo
oooooobooooooooooooboooooooobooo
ooooooboooo0oOoooooooOooooDooobOoo
ooooooooooooooooobooooooboobooo
oooooooooooooooooOooooDoDboo
oooooooooobooo

go050 00 0000000O0DOCOOOOODODOOO
oooooobooocoooooooocooooooobOoo
ooooooooooooooooboooooobooobooo
oooooooooooooooooooooooboOon
oooooooooooooboooboobOOoOooOooooo
gbooobooobooboooOoboo20050110 200 22
ooooooooocoOoOooOooOooocoOoOoOooooono
ooooooooooooooo

gooooooboobooo

MmooooodoooooooooooOoOoOoooooo
gbobooboooboooobboobooboobooooboo
gooooooboboooboboobooobooooooboo

ERINA REPORT Vol. 66 2005 NOVEMBER

gbooboooooooooooobooboooboooogon
gz0030 100000000O00CO0O0O0OOOOOCGO
gboobooooobooooboooobooboooboooooon
goboboooooooooooobooooooooonoo
gbooboooboooobooboooboooboobooaoon
gboooboooooooobooobooboooooogoon
goooooooooooooooooooooobo
goooboooobooooboboooboobomo
goboooooooooooooboooooooooboboo
gbooboooooobooooboooobooboooboooogoon
goboooooooooooooboooooooooboo
gbooboooobooobooooobooboooogoon
goboboooooooooooobooooooooooo
gooooooooooooooooooooooobooboo
gbooobooooooboooobooobobooooboogon
gooooooooooooooboooooooooboboo
oooooooooooooDoOboo0oooonDni9sed
o obooooooooooooooooobooonon
oooooooooooooD0O0OoOnaegen 20000 0
goooooooooooobooooOooooomobooOod
gboobooobooboobooooobooboooooon
gboooooooo
gooooooooooooooboooooooooboboo
gboooboooooobooooooboobooooboooon
goboooooooooooooboooooooooboboo
0000000000 000000000000000
goboooooocoooooooboooooooooboboo
mooooooooooooooooooooobooooo
gobooooooooooooobooooooooooo
gooooooooooooooboooooooooboboo
gboooboooooobooooooobooboooooogo
gooooooobzoo4000000C0000000O0OOO
gbooboooooobooooboooobooboooboooogoon
gobooooooooooooobocooooooooboboo
goboooooobsobOOobOoOoboobOobOoobooo
oooooooocooooooo
gbooboooobooboooboooooboooboooboooon
gooobooooboooboobOoommz20200000

’ 000000000000000000000000000000000000000000000000000000002003000000
000000010200 00000000000000000000000000O00O00O0000
‘000000000000000000002004012031000000000000000200000000000010000000000
0002006020080 (00 20000000000000020080000 00000000000 0O0O0OO0O0O0O0OOO0OOOOOOOOOOO0
oo0oo00o00000000000000000000000b0o0ooo0o0o0ooo0o0ooo0o0oo0o0oo0oo0ooo0oo0ooooona
o0o000000000000D0000O000000000000O000O0000DO000O0



ERINA REPORT Vol. 66 200500 NOVEMBER

oobo0ooOo0ooOoOob0ooomooOoooobooooo
oooooooooooooooocoOooOooOooOoobOoo
oooooobooooooooooooboooooobooboo
oooooooooooooooooooooooboOoo
oooooooooooooooooooooooobooo
ooooooooooOooooobooOoooooo
oooooobooooooobooboboooooooboo
oooooobooooooooooooooooDoDboo
ooooobooocooooooob4o00000no2o0060
o070000000O0DOO0OOOOOO3DOOOOO0OO
oooooooooooooooOoOooOooooOoOomoo
oobOoooooobooooooobooomoooooo
oobooooooooooboomoooooooooa
ooooooooooooooooooooooDoobOoo
googsoeoboooobooobo
oooooboozooooOooooooOoooooisbooo
oooooobooooooooooooooooDbobOoo
oooobOooocOooOoOobOOog2e00000no20300
oooooobooooooooooooboooooDboboo
5000 000000‘00000000000000000
oooooogoeoObbooOoobOOonooboonooDnDn
ooooooooooOoooooOoooOooooDooobooo
oooooobooooooooooocbooooooDooboo
oooooobooooooooooooooooDoDboo
oooooooocoooooooocoooooOooobOoo
oooooooooooooooooboooooDooobooo
oooooooocoooooooocoOooooooboOoo
ood
oooooooooooooooooooooooboOon
ooooooooooooooooooooooDooobOoo
goboooobooboboooooboDbasoon2sootnn
oooooooooooooooocoooOooOooOoobOoo
oOobooosoeooos0000 000000000 O0D0ODOO
oooooobooooooooooocoooooOooob 20
ooooooboooooooooooobooooooboobooo
oooooooooooooooooo

ooooooooooo

oooooobooooooooooocooooooDoobOoo
oooooobooooooooooooooooDoDboo
oooooooocoooooooobocooooooboobOoo

gbooboooooooooboooobooboooboooogon
goooomooooooooooooooooboooo
gboobooooboobooooboooobooboooboooooon
00°00000000000000000000000
gbooboooobooboooboooooboooboooooon
gboooboooooooooboooboobooooboogoon
gooooooooooooooboooooooooboboo
goooooobooooboboomoooboooD
goboooooocooooooobooooooooboboo
gbooboooooobooooooobooboooboooogoon
gooooooooooooooboooooo

gboobooooboooboooooboooboooooon
ooboboooooooononbzeezt sooooooooo

goooooooooooOoobooooboOoboboooooo

gooooooooOoooooobooooooooobooo
godzo030 1000000000000 00O0O00O00O
ooooo
goboooooocoooooooboooooooooboboo
goooooooooooooooboooooooobooboo
gobooooooooooooobooooooooonoo
goboooooooooooobooboooooono2oo3d
soogbOoOommzez00b0000oooooobooooon
gooooomooooooooooooooobooo
2020 0000000000000000000DO
goboooooocooooooobooooooooboboo
gozs000 00000000 1050000 00200000
goooooocoooooooobooo
gooooooooooooooooooooooobonoo
gobooooooooooooobooooooooooo
000000000000000000004200kmO 0
gooooooooOoooooobooooooooobooo
gbobo0d1rzooocoooOoooobooOooOoOobooOooo
gooooDoooikbzeoobooboogooo2sosenoog
goboooooocoooooooboooooooooboboo
goooooooooooooooboooooooobooboo
gobooooooooooooobooooooooonoo
goooooooooooooobooooooooobooboo
l000000O0o0o0o00o0ooooocboOoooooDooDo
oooooooooooo
oooooooooO0ooooDobooooooonon2o0200
gobbozooooooooooooooooooooboo

$ 00000000000000000000000000100000000000000000000000000010%000000
*0000000000000000000000000000200501018000000000000000



00000000000 0000202000 002500 m’0
oooooobooooooooooocoooooOooobOoo
ooboooooooooooooboooooboooooooboo
oooooooooooooooooooooooboOoo
0000000000000 00ExxonMobilDOO00O
ooooooboooo0oOoooooooOooooDooobOoo
ooooooboobooooobOOoooooooOoOooboooo
201500 00001300m0 0000000000000
ooooooooocooooooooboo
ooooooboooooooooooboooooDooobooo
ooobzezooCOoooOooooOoooOooOooOoooboOoo
oobOoooobOoooobOoobooOoooboboooDoo
6200085000 0 00 0OOOOODOOO26000 3000000
gz010020120 000000 000000000000
oooooobooooooooooooOoooooDooobooo
oooboO0obOoO0oooOobocOoOoOoOooboOoo0i1onoOnssod
oooooobooooooooooobooooooDoooboo
oooooobooooOoooOoooobocoooOoononsoo
gsoo0 000000000
obooooooobooooooobOoooooboooa
oooooooooooooooooooooooobooo
ooooooooo0oOoooooooOooooDooobooo
oooooobooooooooooocooooooDooboo
oooooobooooooooooOoooOooooDoDboo
oooooooocoooooooocoboooooOooobOoo
oooooooooooooooooooooDboobooo
ooobooocooouooooooooooboooonoo
oooooooooooooooob 200000000
oooooooooooooooooooooooboOoo
ooooooboooooooooooooooooDoobOoo
ooooooboooooooooooboOoooooDooobooo
oooooooooooooooobooooooDoobOoo
oooo
oooooobooooooooooocoOooooOooobOoo
ooooooboooooooooooboooooDboboo
oooooooooooooooooooooooboOoo
oooooooooooooooooooooooobooo
obooobooobobooobboobooobogzo040 400
oooooooooooooooocooooooDooboOoo
O00000000000000000000ASEAN+3
oooboooooooooobooooboooOoboOoobooOooooo
oooooooooooooooooooooDooboo
oooooobooocooooobozboooooooobOoo
oooooobooooooooooooooooobooobooo

ERINA REPORT Vol. 66 2005 NOVEMBER

gboobooooooooooobooboooboooogoon
oooooooooooo

ooooo
gboobooobooboobooooobooboooooon
gbooobooooobooooboooboobooooboogoon
gobOoooooooooooeconooooooon
gbooobooooooboooooobobooooboooon
gocopooooboooobooooooobooooooo
gboobooooobooooooobooboooboooogoon
goboooooocooooooobocooooooooboboo
gboobooooboobooooobooboooooon
goboboooooooooooobooooooooooo
gooomoboooooooooooooooo
gboobooboboboboceco,0obobobooobon
gobooooooooooooobooo 20000000
gboobooooooboooobooobooboooboooogon
gobooooooooooooobooOoooooooboboo
gboobooooobooobooooobo
goooooooooooooobooooooooonoo
gboobooooboobooobooooobooboooooon
goobooboObOoooobobOboooobbOoooooD
gooooooooooooooboooooooooboboo
gboooboooooobooooooboboooooooon
gooooooocoooooooboooooooooboboo
gbooboooooboobooboooobooboooo
goboooooocoooooooboooooooooboo
gboobooooboooobooooobooboooooon
goooooooooooooobooooooooooo
oboooooOooooooOoooooobOOooOoooo
gooboooobboooobboooobobooooo
goboooooooooooooboooooooooboboo
gboobooooooboooobooobooboooboooogon
oooooooooooo

00 000Ogeo-economicd 00000
goooooobobobobbooooooobobobobboood
Oo0odooooooobooooooooooooood
goboooboOoboobOo0obOobooobooobooobo
ooooooono
gobooboobooobooboboooboooboobo
2200 0000200000000 0000199%0 0O
OMobooooobooboboobobooobooo
gooooooboboboboooooooooboobooood



ERINA REPORT Vol. 66 200500 NOVEMBER

oooooobooooooooooooooooDbobOoo
oooooooooooOooooobooOoooooon
ooooooboooooooz2000b00000D00000
ooooo1eezbzooldbboOOoOoOoooooboOong
si00043000000o0ooosstcbog4200000
oobOoooooOooOooboOooOobooDOoboOooboDo
robobooooooooooOooooooooboooooon
oooooobooooooooooooooooDoDboo
20000 0ASEANOCOOCOOODODODOOOOO100
oooo

020040 110 OASEAN+300D0DO0O0O0ODODDOO
oooooooooooooooooooooobooobooo
oooooooooooooooooooooooboOoo
ooooooooooooooooooooooDoobOoo
oooooooooooooooooOoooooDooobooo
ooooooooooooooobooooooOooboobOoo
oooooobooooooooooooooooDbobOoo
oooooooooooooooocoOooOooOooOoobOoo
ooooooobolcooooooboboooooDbooboo

od
020000000000000D0D0DODOBOOOO
oooooobooooooooooobooooooooboo
oOogwoesbooooooooooooooooDoonooo
oooooobooocooz20000000000D0C0CGCOO
OO0geo-political 000000000 OO0OOOODOO
oooooooocoooooooocoOooooooboOoo
oboooOooooboooooOooboobooOoOobOooDo
oooooooooooooooooooooooboOoo
oooooooooooooobooooo

gboooboooooooooooobooboooboooogoon
goboooooooooooooboooooooooboboo
ggooooobooobooooooooooooooboon
oobooooooooooooob 2000000000
gooooooooooooooboooooo20000
gbooboooboomoooooooooooboooob
gobooooooooOoobooooooom@mooooo
gooooooooooooobooboo0oooo 20000
oooooooooooooooboooo
goooooooooooooooooooooon 20
goboooooocoooooooboooooooooboboo
gboobooooobooobooooboobooboooooon
gobooooooooooooobooooooooooo
ooooooooo
gboooboooooboooobooobooboooboooogoon
gooooooocoooooooboooooooooboboo
gbooboooooooooooobooboooboooboogoon
goboooooocooooooobooOoooooooboboo
oo
gobooooooooooooobooooooooonoo
gbooboooobooboobooooobooboooooon
gboooboooooboooobooobooboooooogoon
gooooooooooooooboooooooooboboo
gboobooooooboooobooobooboooooboogoon
oooooooocooooo
gbooobooooobooooboooobooboooboooogoon
goboooooocoooooooboooooooooboboo
gboobooooobooobooooboobooboooooon
Ooo0OO0OO000O0O0o0oO0O0geo-economicO0ODOO0O0O0O
ooooo



ERINA REPORT Vol. 66 2005 NOVEMBER

oot odootdogun
gouogooguogd

oooot
00000000000000000000000000
0000MO0000000000000000000
000000000000000000000000000
00000000000000000000000000
000000000000 000000000000onon
00000000000000000000000000
000000000000 00000000000000
0000000000 00000o®m
00000000000000000000000000
00000000000000000000000000
00000000000000000000000000
00000000000000000000000000
00000000000000000000000000
0o
00000000000000000000000000
00000000000000000000000000
00000000000000000000000000
00000000000000000000000000
000000020000 700000000000000O0
00000000000000000000000000
000000000000 00000000000o0onon
00000000000000000000000000
0000000000 000002003000000000
00000000000000000000000000
00000000000000000000000000
00000000000000000000000000
00000000000000000000000000
00000000000000000000000000

ooooooobooooooooocoooooo

00000000000 D000000000000000
00000000000 D000000000000000
oooooooooo®o

0000000000000 0000000000000
00000000D000000000000000000
000020040 40000000000000 0002030
00000000D000D000000000000000
00000000000000000000000000
00000000D000D000000000000000
00000000000 D0000000000000OO
00000000D000D000000000000000
000000000000 00000000000000
00000000000000000000000000
00000000 oOoon
00000000000000000000000000
000000000000 00D000000000000
00000000000 D000000000000000
0000000000000 0000000000000
00000000D000000000000000000
0000000000000 0000000000000
00000000D000000000000000000
oooooooo®o
00000000D000D000000000000000
000@MO0O00000000000000000000
00000000D000D000000000000000
000000000000 000000000000O00
00000000D000D000000000000000
00000000D000D000000000000000
000000O0ooOooo

! 000000000000 0000000000000000000020040 80170090 10000000000000000000O0OO
00o0000000000000000000O000000O00O00000C0O00O0O0O00O0O00O0O0O0O0O000O0COO0O0O0O0O0O0CO00O000
0000000000000 00000000000000000000000000O0000000O0000000O00000O000O00000
0000o@oo0o0o00o000o00o00o0o0o0O0o0o0o0o0oo0o0o0o0o0o0o0o0o00o0o0ooo0ooo0ooDo0ooo0ooo0oon

go0oo00o0000000000000000

2 Hill F. & Gaddy, C.00 20030 The Siberian Curse, Brookings Institution Press, Washington, D.C.

3

Simonia, N.A.0 20040 New Tendencies in Evolution of World Situation and their Implications for Possibilities of Multilateral Cooperation in

the North Pacific Region”, which was presented at the 20th North Pacific International Forum on Oct8, 2004, Sapporo, JapanC mimeol0 0 0 0 O
jg04M00000000000—000000000002000000000000000000000D0O00O0O0DO0OO0O0DO20040 300
‘ 0000000020300 0000000000000 Ohttp://www.rieti.go.jp/users/tanabe-yasuo/pdf/20040623.pdf] 20050 3 0220 00 0 O
lvanov, V. & Ito, S.00 20050 China, Japan and Russia: Towards a New Energy Security Nexus, Erina Report Vol.62, pp.1-15.

* 000002040 000000000000000000



ERINA REPORT Vol. 66 200500 NOVEMBER

oooooobooooooooooooooooDbobOoo
oooooooooooooooocoOooOooOooOobOoo
oooooobooooooooooooboooooDboboo
oooooooooooooooooooooooboOoo
oooooooooooooooooooooobooobooo
omooooobooooooooooooooooood
oooooooooooooooooooooooboo
oooooobooooooooooooooooDoDboo
oooooooocoooooooocoooooOooboobOoo
oomoooooooooooobooooooooobooo
oooooobooocoooooooocoooooooboOoo
ooooooooooooooooobooooooboobooo
oooooooooooooooooooooooboOoo
ooooooooooooooooooooooDoobOoo
ooooooooooooooooogooooooaa
oooooooooooo

10000000000000O0
oooooobooooooooooooooooDboboo
oooooooooooooooooooooooboOoo
ood
oooooosguooooooooooooooooo 7
ooooooboooooooooobooooooobooboOoo
ooo0ooooOooDOoOoobO0O0ODOo0o@mooDooooo
oooooooocoooooooobocoooooOooboobOoo
oooooooooooooooooooooDboobooo
ooooobooocooooooobtzoooOOOOOOO
oooooooooooooooooooooobooobooo
oooooooooooooooooooooooboOoo
ooooooooooooooooooooooDoobOoo

ooobooooooon

0000000000000 0000D0000OO00DOO0ODOOOOODO

000000000000 000000D000O0O00o

0 0 O Poccuitcknit Crarucrraeckuit Exxerogamr2003, crp.29, 'ockomcrar
Poccun.

ooooooooooooooo
goboooooocoooooooboooOobonoooboo
gooooooooooooooooooooooboboOono
gobooooooooooooobooooooooonoo
goooooooooooooobooooooooobooboo
gooooooooooooooooooooooonoa
gooooooooooooooboooooooooboboo
goooooooooooooooooooooooDo
gooooooocooooooobocooooooooboboo
goooooooooooooooooooooobooo
goboooooocooooooobocooooooooboo
goooooooooooooooooooooobooboo
ooooooooooooooooooon 20

ooooooooood

Ay
_4r-f.;.-. ,d{
.::\:_ - F 1
r"E
i
..'h. 1
T
! £ o
. 5
i ol o h
B 77 1 3 g T
[l s RO - | iy LY
.’r = : 2
..L‘ [ g Ly -5.-l
ST it |7 78
TBE % 3 ok

6400000000060 00000000066000000000O6700
Oob0o0boes0OOO0D0OOeOOOO0OOOOODOOO7O0O0OO0O
0000007100000000000720000000007300000
oobo0O000O000D0O07400000000700000000000
760 00000077000000078000007900000000000
oo

00MoOO0000000000020040200502240 0000000000

goooooooooooooobooooooooDobobo
oobobooooocoOoonozeeon soooooooooo
gooooooooboooboooooooboosmooooon
ooo0oO0ooooo0O0o0oooo0000oss3002002
gmooooooboooooooboooooobooooo
1140020020 D O0O0OOO8730 020020000000
00000000000000000m000000a0
goooooooooooooboooooooooooDbo
goboooooocooooooobocooooooooboboo
goooooooooooooooooooooobooo

¢ Tocromcrar Poccun(2003) Poccuitckuit Cratuctuueckuit Exxeromuaur2003,crp.350



gboooobooobooooboboobooobooobooooboo
oooooooooooooooocoOooOooOooOobOoo
0000000000 0000000000000 0
ooomoomooooooooocoooomooooo
gboboobooboooobobooboobooobooooboo
oooooooo

goboobogoo

Ay
Wk ) e
U R |
v H A
— A S
s g 1
“ws L J
] I
F. r
A £l o T
50 ve g
o |
¥ i«
¢ ] _ .
Oed o™ 50 e !
--\..\.T -I:l—l-.l.-'. .-_,-:- . .J_.lr T Sl
Bl s Rl

o .
R ] e -’L..r.

580 00000mEOOO0O0O0DO0O0D00DODO0000DOO00000
000000006200 0000000000063.000000000
O0@Doo0o0000000000200402005022300000000000

200000000
00000000000000D0000003000000
0000D0000020050 10 100004,97940000
000001480 000000000000000000
00000000000000000000000000
000000000000001992002123400000
00000D0000000020050 10 100 01979.40
000000000 A68000000000000000
00000000000000000000000000
00000000000000000000000000
0019930028170 00000000 000020050 1
010002450 000000000 496000000
0000000000000000000000000
00000000D00019920027550 0000000
00000000020050 1000266200 00000
000 A340000°%0
0000000000000000000000000

ERINA REPORT Vol. 66 2005 NOVEMBER

19930 03137000000 0DO 020050 003308000
gooooooOos4000O0OO0OO0COO0OOOOODOODOO
goooobzo0i0001e80oooooooooonoo
goboboooooooooooobooooooooonoo
gobooooooooooooobooooooooobooboo
gooooooooOoOooooobooooooooono
goooooooooooooooooOobooooo
12360000000
gobooooooooooooobocooooooooboboo
gooooooooooooooooooooooobooo
goooooobooooooooboooOooOobOoooo
gooooooooooooooooooooooobooboo
gobooooooooooooooooooooooos
goooooooooooobeoisooooooonoo
gooooooooOoooooobooooooooobooo
gooooooooooooooboooooooooboboo
gosOooooooooooooboooooooDoobooo
ooboooooooooooooboooooooooboboo
og
oobobooomooooooomoooooooooo
gooooooomoooooooooooooboooo
gooooooooOoOooooobooooooooono
gooooooooooooooboooooooooboboo
goooooooooooooooooooooooDo
ooooo
gooooooooobDOoOobObo00OOODbDOODO
goooooooooooooooOoOoooooobbo s
gobooOobooOO0lo000mMm 200000000000
oobb4700000000000 30000143000
goboobOooooboci1moooooscobooboooono
gboobossoooooooooboobooooboogon
gooooooooooooooboooooooooboboo
oooooooooo

J0oooooooooo
Oo00o0o0oOo0ooO0o0ooooooooooooooo
ogog

O0O00C0O00OGross Regional Product0 O OO O0O0O0O
O00oO0o0oOo0oOo0oOo0ooOoOooOoOooOoOooO
goboooboobooobooboobooboobooobo

" Cemusepcros, B.E. (2004), Dxoxomuka Cuupu u Jamsrero Bocroka-Warerpanus Mespernonansuas win TpancHanmonansaas?, which

was presented at summer symposium 2004 of Slavic Research Center, Hokkaido University on July 15, 2004 at Renaissance Sapporo Hotel,

Sapporo, Japan.

® 0000000 000HP, http//www.gks.ru/0 20058100 0 0 0 [0



ERINA REPORT Vol. 66 200500 NOVEMBER

oooooobooooooooooooooooDbobOoo
oooooooooooooooocoOooOooOooOobOoo
oooooobooooooooooooboooooDboboo
oo0ooobO0ooooooobOoooooooOoobconoo

gobooocoosooon

2003.1.10 0
oo oo ooooao ooooo
1 oooo 10,101,500 | OO OOOOO
2 0oooooooooo 4,669,400 SEEDDDDDDDD
3 0ooooooo 1,425,600 | 0O00D00O0OOOO
4 oooooooooooo 1,311,200 | 0O0O0DOOOO
5 oooooooo 1,293,000 | OO0OOOOOOO
6 oooo 1,158,100 | 0O OO0
7 oooo 1,133,900 | 0O0OOO
8 ooo 1,105,300 (OO0 OOO0OOOO
9 0oooooooo 1,078,300 | DO 0ODOOODOOO
10 (0000000000 1,070,200 | DO OO0
11 |0000 1,042,400 |0DO00DO0OOOOOOOO
12 (00000000 1,012,800 | OO0OOO0OOOO
13 (000 1,000,100 | DO OO
14 (00000000 911,700 |0 O000O0O0OOODO
15 |0000 873,500 | D OOODO
16 (00000 848,700 (0O OODOO
17 (00000 701,900 | 00000
18 (000000 644,800 (0O OO0OOOOO
19 (0000000 635,600 | O O0OOOOOO
20 (000000 632,100 | 00000000
21 |00O0D0OOoo 613,200 (0000000
22 (00000 603,500 | O OOOOO
23 (000000 593,400 | 0OOODOOO
24 (00000000 591,800 (0O OO
25 |0O0O00DOoo 582,700 | 00000000
26 |00000O0DO 550,100 (000000
27 (000000 548,800 (0O OODOOO
28 (0000 521,700 |0 O0O0OO
29 (00O 518,200 | O OO0
30 (0000 510,700 |00 0O0ODO
31 ESDDDDDDDDD 510,000 | 0O0OO0DOOOOO
32 (000000 506,400 (0O O0ODOOO
33 (0000 506,000 | 0O OO0

0000000000000HP, http://www.gks.ruld 2005.3.140 00000
oooo

gooooooooboooboboooooooDoooDboo
goboooooocoOoooooobocoooOooooosod
gossooooooono
goboooooooooooooboozooiooooonoo
goossdsbooooonoooooon3cmoono
obooo0o0ob00ob48460000000000000O
54325800 0000000000 7O0OOO0O0O0OOG
oooooo
goooooooooooooobocooooooooboboo
goooobooooes00o100000o0oooo0o
gobooobzooiobdn3pooooooomo2moog
gooooooooooooooooooooooobooboo
oobomoooboooooooooodoeestoonrrd
goooooobOocoooooooOooOooOogzoe0DOoO
lo4000000CO0O0DDOOODOOODOOOODOOOO
goooooo1stiozryooooooozeo1i0on
2170000000000DOC00O0OOOO0OOBO0O0O
goboooooocooooooobooOoooooooboboo
gooooooooooooobooboooooooobooboo
gooooooooooooobo@moooooobooOog
goooooooooooooobooooooooobooboo
gzoo100oOoOoOoO0oO0oDOO0O0OOO0bOO0OO0OO0bOOODn
gooooooooooooooboooooooooboboo
gooooooooooooooooooooooDoobo
goooobocooocoobooOooOoOooOooboOooosm™
gooooooooooooooooooooooobooo
oobooooOooooog2szeessnooouooooo
oooo0obo4e00000000D0OO00OOCOOOOOOOO
gobooooobooooboooooooooooooaised
gooooosuooooooooooooooonoo
gboboooooooooboesooboboboboobon

gogbooooboobooon

19950J 20000 20010
ooooo oo ooooo 0o ooooo oo
ploo000000 ooo oiloooOoooa ooo Dlo0O000O0O0 ooo

ooo 1,408,099.0 100.0 6,219,254.0 100.0 7,830,342.0 100.0
oooooo 353,144.0 25.1 2,052,050.0 33.0 2,576,718.0 329
oooooo 149,211.0 10.6 610,508.8 9.8 755,122.1 9.6
ooooo 114,930.0 8.2 473,327.5 7.6 607,940.5 7.8
oooooooo 291,947.0 20.7 1,124,573.0 18.1 1,403,766.0 17.9
ooooooo 206,452.0 14.7 936,602.9 15.1 1,209,704.0 15.4
ooooOoooooOoooooooooo

0ooooooOoOOOOOOn 108,885.0 7.7 615,841.4 9.9 818,181.2 104
oooooooo 211,138.0 15.0 709,210.0 11.4 883,378.1 11.3
ooo 81,276.8.0 5.8 312,981.4 5.0 393,712.5 5.0

Oo0o0o0O0000000000000
oooooo 320,023.0 22.7 1,325,051.0 213 1,701,559.0 21.7

0 O O Poccwuiickmit Cratucruueckuit Esxeronuur 2003.c1p.294-5.0 00 0 O



ERINA REPORT Vol. 66 2005 NOVEMBER

comooooboooooozo01

199500 20000 20010
oooooooag Index oooooooo Index oooooooa Index
omoooooo omoooooo omoooooo

ooooo 9,566.3 100.0 42,902.1 100.0 54,325.8 100.0
oooooooao 9,994.8 104.5 34,198.2 79.7 42,846.0 78.9
oooooono 4,512.5 47.2 18,192.1 42.4 27,493.3 50.6
0ooo0ooooon 7,350.0 76.8 21,018.2 49.0 29,978.5 55.2
poooooo 3,523.0 36.8 11,688.6 27.2 16,194.3 29.8
ooooooo 8,704.7 91.0 30,014.9 70.0 34,342.4 63.2
oooooo 5,526.8 57.8 18,416.2 42.9 24,303.5 44.7
oooooooooooooooooo

0oO0o0O0oO0O0O00000000 14,173.8 148.2 71,109.2 165.7 79,030.7 1455
oo0oo0oO0oo0o0O00O00000O0

0ooooooooooo 12,251.3 128.1 38,764.5 90.4 46,665.4 85.9
oooooo 11,844.8 123.8 31,494.2 73.4 39,307.9 72.4
0ooo0oo0oooDn 8,377.4 87.6 27,933.4 65.1 39,095.7 72.0
ooooo 9,532.8 99.6 22,503.0 52.5 32,550.7 59.9
ooooo 11,896.0 124.4 40,666.2 94.8 60,247.4 110.9
g S pooonoooooonoooon 7,738.7 80.9 24,058.0 56.1 29,322.2 54.0
0D0o0Do00000o00oO0oO0oooooa

0ooooooOoOoOO0OO0O0ooo 34,4214 359.8 190,733.8 444.6 252,069.9 464.0

0 0 O Poccwuiickmit Cratucruaeckuit Esxeronuur 2003.c1p.294-5.0 00 0 0O

00000000000000000000000000
00000000000 000000000000000
000000000001950000000000000
0000002010 00000000000000000
00000000000000D000000000000
00000000000 0O00oOoo
00000000000000000000000000
0000000000000 00000R010 20030 00
00000000000000000000000000
000000000000000000000000000
00000000 MO0O0000000000oonooong
00000000000000000000000000
00000000000 000D000000000000
oooooo®o

00000020040 80000000000000000
00000000000000D000000000000
00@MO0O000000000000000000000
00000000000000000000000000
00000000000000000000000000
00000000000 000000000000000
00000000000000D000000000000
00000000000 000D000000000000
000®0000000000000000000000

goboooooocooooooobocooooooooboboo
goboobooboi1boboooooooooooobooDo
leOD0O00O0O000ooooooOoooooooooOoon
gboobooooboobooobooooobooboooooon
gboooboooooooooooomoomooogon
gooooooooooooooboooooooooboboo
gbooboooo3boooo0ooboobooooon4n
goboooooooooooooboooooooooboboo
gbooboooooobooooooobooboooboooogoon
goboooooocooooooobocooooooooboo
gboobooooobooooboooooboo

400000000

gbomoobooobooobooooobooooboooob
goooooooooooooomuooooooboooo
gboobooooooboooobooobooboooboooogon
gobooooooooooooobooOoooooooboboo
gooooboooooooobz02000020030 000
gooooooooooocoooooooOoooo
p3ubooooooooooss2uunouoooooon
gooo47000DbO000OO0O0O0ODOOODOOOD
840 000000DOO0O0O0OCecI0OOOOOO
gobooOo30oooooooooooooooooo

° Ceumueepcros (2004) Dronomuka Cubupu u Jansaero Bocrora: Mererpamus MeskpernoHaIbHas WM TpaHcHanmoHanbHas?, which was

presented at summer symposium 2004 of Slavic Research Center, Hokkaido University on July 15,2004 at Renaissance Sapporo Hotel ,

Sapporo, Japan.

00000000000000000000000000000000020050 80300 0000000000000 0www.sibfair.rul



ERINA REPORT Vol. 66 200500 NOVEMBER

03440000000003390000000398000
0000D0000000000000000000 40
00000000000000000000000000
00000000000000000000000000
00000000000 000000000000000
00000000000000D000000000000
00000000000 000D000000000000
0000000000000000000MO000000
Jod0o0000o0000oooooooot*ooooon
00000000000000000000000000
o00000o0oooo®o0o00000o0o0o0oo0on
0000D000D0000000000000

000000000000000000MO000MmOn
00000000000000D000000000000
00000000000000000000000000
J0000000000ooooooooooooo®oo

00000000000000000000000000
00000000000 0000000000450000
00000000 Od(Electro Chemical Plantd 0 OO0
000000000000BASF magneticsD 00000
0000000000000 0000000000000
00000000000 000000000000000
0000000000000 0000000000000
00000003040000000000000000
00000030 000000000000000000
00000o0o“oo0000000000000000
600 0000000000000 D0000ODDDOOg
0000000000000000000000000
0000000000000 0000000000000
0000000000000 0000000000000
oo

00000000000000000000000000

oobooooooooobooooooooooOooOoobOboOoobooOoOobzoe02000OOn

[} Ooodo [} [} 0 [} 0o [} O 0 [} ]

Oooo 0 m} 0 O O

“og O O O of O 0 8]

0o O 0 O O O 0

oo 0 O 0 0g O 0 0

oo O O O O

0 A O 0 O 0 0Qg 0 0 O 0 0
poooo 11.9 19.9 8.1 7.7 6.3 20.1 4.4 31 0.5 15 139 12
oo 12.8 45 8.2 1.6 6.9 26.7 35 4.9 0.9 35 21.6 14
oo 12.3 9.6 11.7 3.8 4.8 16.7 135 2.6 0.3 1.2 21.1 1.0
0 16.8 125 4.8 2.9 7.7 15.0 2.1 5.0 0.9 21 26.9 2.4
pooo 10.2 221 32 2.6 12.0 30.7 3.1 2.6 0.6 13 9.7 12
ooo 85 51.5 14.2 6.9 12 104 0.9 19 0.1 0.3 31 0.6

goo0ooo0o0ooO0oOooooooooo

Qoooooooooooooo 7.0 86.7 0.0 0.0 0.5 34 0.6 0.6 0.0 0.1 0.9 0.1
oooo 14.0 12.1 8.4 275 6.1 11.3 57 25 0.0 0.8 9.3 15
o0oooooo 0.1 n.a. n.a. 26 0.5 4.2 7.4 248 n.a. 4.0 285 1.1
DOoooooooon 30.3 3.7 0.5 12.6 0.1 31.6 6.8 2.3 0.0 22 8.6 0.7
poooooo 38.2 14.3 0.0 26.8 0.0 1.0 2.0 4.1 0.0 24 7.6 12
o0oooooo 20.9 9.8 3.7 45.7 0.2 3.0 1.2 1.6 0.0 2.7 9.2 0.6
oooooo 185 0.0 10 0.3 9.9 20.6 1.6 33 0.1 11 22.6 111
pooooooooo 9.6 34 0.4 68.4 16 5.8 4.0 13 0.0 0.2 43 0.4
oooooooooooooo 23.6 29.4 n.a. n.a. n.a. 18 n.a. 104 n.a. 0.1 315 n.a.
g00ooooooo 66.1 219 n.a. n.a. n.a. 8.2 0.6 na. n.a. n.a. 3.2 n.a.
poopoooo 11.6 6.8 1.4 23.2 8.4 15.2 21.8 1.9 0.1 0.3 8.0 0.5
DDDDDDDDD poobooobooood 11.9 14.7 n.a. na. n.a. 6.5 21.7 3.7 na. 2.7 222 15.6
oooooo 141 31.1 34 3.2 55 4.8 0.4 18 0.0 0.5 4.0 0.5
goooobooooo 17.4 15 25 10.7 4.1 233 2.8 7.3 0.0 34 22.3 2.2
ooooo 17.4 12.6 0.1 0.0 210 14.8 1.0 3.8 0.0 0.6 254 2.8
poooo 95 344 0.2 15.9 13.0 14.3 2.2 2.8 0.0 0.2 53 0.9
ooo 33.9 7.2 0.2 39.8 0.3 3.6 2.6 16 0.0 0.5 8.3 14
OooDoO00oOoOoOooDoOooooooo 80.8 35 n.a. 2.7 n.a. 2.8 0.5 1.8 n.a. 0.1 4.5 25
oo 17.3 11.2 0.9 29.8 0.7 13.6 53 21 0.1 0.5 17.1 0.4

0 O O Poccuniicruit Cratucrudeckuit Eskeromanx2003, crp.344-345.

" 000000000 00Golovnykh, I. O O OTrishechkin, A. 0 0 0 ORepetskiy, 0. 0 0000000020040 80270 0000000000000
¥ 000002030 0000000000000000000000000000000100040063000000000000000000

oooooooo
B 0000000001980 00000000000

" Esxenemenbubrit skypran No 150 (2005.01.13) http:/supernew.ej.ru/012/life/05krasnoyar/[] 2005.3.150 0 0 O [




00000000000000D000000000000
0000000000000000000000199500
000000000000 000000001410000
00000020020001020000000000000
00000000000 000000000000000
000000000000oOooooooi99s0 02060
00D00000020020020100000000000
00000000000000000000000000
0ooo
00000000000000000000000000
00000000000000000
00000000000000000000000000
00000000000000000000000000
00000000000000D000000000000
000000MO000000000MO0o000ooon
00000000000000D000000000000
00000000000 00000000000000
00000000000000000000000000
00000000000 000000000000000
00000000000000000000000000
00000000000 000000000000000
ooooon

00000000000 000D000000000000
00000000000000000000000000
00000000000 000000000000000
00000000000000000000000000
00000000
00000000000000000000000000
00000000000000000000000000
00000000000 000000000000MM 00
00000000000000D000000000000
00000000000000D000000000000
00000000000000D000000000000
00000000000000000000000000
0000000MO0O00000000ooooonooong
00000000000000000000000000
oo0oOoOoooooos300s500000®1 000000
000000020000000000000000000
000000000 D0OD00MO000mO000Don
000000000000 O000000000000
0000000000100 00000000000000

ERINA REPORT Vol. 66 2005 NOVEMBER

0001999020040 0 (0000000000 02000
O0000000D0O0D0eOO0000000O0000
000D00D020030033500000000000200300
00o00ooooooo®*

5000000000000000

0ooog
00000000D000000000000000000
000000000000 00000000S5MMmO00
0000000000000000200200000000
00000000000001990000000000
00000000D000D000000000000000
0000000000000000020000000000
00000000D000D000000000000000
00000000000 000D0O0O0OO

ooo
00000MO00000000000000M0 60
00000000020020000001010000000
0000000 s8sd0dOdOdOO210000000000
00000000000000000000000000
00000000000 D000D000000000000
00000000000 D000000000000000
600 0000000000000 00D00000000
00000000D000000000000000000
19950 00000000000000000000000
00000000D000D000000000000000
00000000000D000000000000000
0000000000199700000000000000
00000000000000000000000000
00000000000 000000
000000000000 00000000000000
00000000D000D000000000000000
000000000000 00000000000000
00000000000D000000000000000
00000000D000D000000000000000
00000000000000000000000000
00000000000 D000D000000000000
00000000000 D000000000000000
0000000000000 0000000MmOng
00000000D000000000000000000
000000000000 000000000000Y0

® 00000000000000020040 802500 00000000000000000

16 DD



ERINA REPORT Vol. 66 200500 NOVEMBER

coooocooboooooboooooooo

199500 20000 20020
oooooooag Index oooooooo Index oooooooa Index
ooobooooo ooooooo ooooooo

ooooo 515.5 100.0 2288 100.0 3950 100.0
oooooooao 488.9 94.8 1890 82.6 3233 81.8
oooooono 316.2 61.3 1168 51.0 2405 60.9
0ooo0ooooon 372.3 72.2 1590 69.5 2985 75.6
poooooo 3143 61.0 1147 50.1 2336 59.1
ooooooo 465 90.2 1823 79.7 2967 75.1
oooooo 348.5 67.6 1224 53.5 2179 55.2
oooooooooooooooooo

0oO0o0O0oO0O0O00000000 593.6 115.2 2757 120.5 4349 110.1
oo0oo0oO0oo0o0O00O00000O0

0ooooooooooo 579.8 112.5 2281 99.7 3393 85.9
oooooo 700.8 135.9 2257 98.6 3922 99.3
ooo0o0ooooD 339.6 65.9 1597 69.8 2633 66.7
ooooo 429.1 83.2 1562 68.3 3209 81.2
ooooao 493.2 95.7 2051 89.6 3812 96.5
g E poooooooooooooon 421.2 81.7 1139 49.8 2316 58.6
0O000O0oo0o00o0oO0ooooooooo

oooooooOoOoOO0OoOon 1085.3 2105 4931 215.5 8405 212.8

0 0 O Poccuiickmit Crarucrnueckuii Esxeronuux 2003.cTp.171.0 0000

gogboobooobooboboon

1995 | 1997 | 2000 | 2002

oooooooo 9.5 11.8 10.5 8
oooooooo 9.1 13.7 12.6 10.1
ooooooo 9.9 18.4 175 115
ooooo0ooooD 151 21.3 19.1 15.4
ooooooo 214 22 229 20.5
poooooao 8.7 13 12.3 8
oooooo 111 13.9 115 8.3
oooooooooo 9 13.3 11.9 7.7
Oo0o0o0oo0000ooo0ooon n.a. 7 5.7 7.7
oooooooon n.a. 3.4 3.2 25
ooooooo 8.9 14.4 11.4 11
DDDDDDDDD 0ooooopooboooooo na. 77 8.9 122
oooooo 6.6 11.2 10.4 9.3
oooooooon 10.1 10.7 13.4 11.4
ooooo 54 134 13.9 9.5
poooo 7.9 12.8 122 111
ooo 9.2 185 13.9 111
OooboOoooooooooooon n.a. 28.1 25.6 25.3
ooooo 6.9 12.9 103 8.7
ooooooooooooo n.a. 125 11.2 10.2
oooooooooooo n.a. 10.7 7.9 6.9

0 0 O Poccuiickmit Cratucruaecknit Esxeronaur 2003, crp.130-6.

oooooooooooooooboooooooobiiod
obooobiss20b0000o00ocobooooooooonoo
gb226700000001935000000000000
017420 0000000017680 0000000000
163500 0000000000000000000%0

0ooooooo

020040 5024000280 0000000000000
0000000mAUTOSIB20040 0000000000
00000000D000D0020000000500000
000000008000 DNN0N0N0NNNnonooNoNon
0000000000000 0000000000000
00000000D000000000000000000
00000000D000D000000000000000
1200 00000000000000000000000
00070 0O0OBMWIOOOODOOOOOOODDOOO
00000000D000D000000000000000
0000000000000000000002004000
00000000000 D000000000000000
000000000000 000000000000O0O
00000000D000D000000000000000
00500000000000000000000000
00000000000D000000000000000
oooo0o00000oooo®o
00000000000000000000000000
00000000000 D000000000000000
00000000000 D000000000000000
0000000000000 0D000000000000
000000000000000000M0000mO

Y 0000020010 00000000000000000000000000000000000000000MO00000000000000

gil10@mooooooooobooooooon

®O000000000000000 0 http//www.gksru/020050 30180 00000
®0000000000CURRENT ISSUE Vol. 40 MarchD 0000000000



J00000000000oooooooooo®oo0n
00000000000000000000000000
O000000000O0ASTMOOOOOOOOOOO
000000000000000MO0000000000
00000000000 000000000000000
00000000000000D000000000000
00O0O0DO0oO0Doono

oooon

020040 0000000000000000000000
0000200300000001000000011348000
00 20000000000000052328000 0
3000000000000052797000000000
00000000000000000000000000
0000000ooooooo®*00000000000
00000000000000D000000000000
00000000000000D000000000000
00000000000000D000000000000
0000000000000000000000%0
00ooDooDooonog
00001000000000000000002003000
00D01000000087360 00200000000
00000067270 0000000800000 0290500
9000000000 D28090 010000000000
0000002000000000000000000
253600 0000%0000M0000000000000
0000002030000 1000000128600 20
00000000000000003000000000
000101100 4000000101100 6000000
000057000 7000000000056.000 800
000000000 05350010000000458000
0000000600000000000DOO0OONO
0000000000000 000000000
00000000000000000000000000
000000000000000000000000000
00000000000000000000000000
0000000000

ERINA REPORT Vol. 66 2005 NOVEMBER

6000000000 0OOOO
goooooooooooooobooooooo
gbooboooooooobze00b00260 000000
gooooooboboooobode70OOoOoOOOOOO
goboooooooooooobooboooozeecz00boOO
gooboolsoboooooobooooboboooo
gooooooooooooooboooooooooboboo
goooooooooooooooooooooooDo
00000000D000D00000200100000%0
goooooooooooooboboze2000000000
goboooooocooooooob 2000000000
gooooooooooosebOoboOooonoooobonboo
gobooooooooooooobooooooooooo
gobooooooooooooobooooooooobooboo
gbooboze00b0200000b0ooos10ogn
gooooooocooooooboboooobol4ooobonbo
0000000000®0000000000000

gzo020 001980 00000000000O00C00O00O00OO0

0000000000 00168000000000000
0os0000000000000000%0
0000000000000 0D000000000000
0000MO0O0000000000000000000
0000000 O001A01B0 1CH 2A0 2B 2C0 3A0
3BO3C103B203C203D0120 00000000000
00000000D000D000000200000000
00000000D000000000000000000
00000102030000000000000000
000000000000000000000020030
20040 (D 1BOOO0O0O0O00O0O0O0DOO0ODOO0OO0O0O0O0OO
00000000D000D000000000000000
00000000000 D000000000000000
00000000D000D000000000000000
2B0000000000000000000000O0O0
0o0o000fdfd2c00000000oooooooao
0003000000 O00D0O000O3CI00000000
00003Cc000000000000000000000
0o0O0O0o0oO0ooDooong

* http://www.toyota.ru/ru/dealersC 20050 30270 00 00 D

' Poccuiicknit Craruernueckuit Exeromuur2004, crp. 500-501, Tockomerar Pocern 2004.

0000000000000020040 2000
# Dxkcmepr,No45 (445) or 29 Hoa6psa 20040 O 0 O iKS-Consulting.O

* Cenusepcror (2004) Dronomura Cubupu u Janssero Bocroka: Mererparus MeskpernoHaIbHas WK TpaHcHamonanpHas?, which was

presented at summer symposium 2004 on July 15, 2004 at Renaissance Sapporo Hotel , Sapporo, Japan.

% Poccuiicknii Crarucridecknii Esxeromauk 2003, crp. 598, ['ockomcrar Poccuu 2003.

% Poccuitckuit Crarucruueckuit Exeromuux2003, crp. 605-6, Fockomerar Poccuu 2003.



ERINA REPORT Vol. 66 200500 NOVEMBER

00000D01BO2B0000000000000000
00000000000000000000000000
00000008000 500000000000000
004000000000000000000000000
00000000000 000D000000000000
0007900008700 0061000000000000
00000000000 000D000000000000
0000080000 ooog

0000000000000 00002800000000
00 7000000000000000000057000
0000000770000050000810000000
00000000000000000000000000
000000000130000110000 70000140
00000000000000D000007000000
000000000000 00D000000D00000?
00000000000000D000000000000
01500000000018000000000001700
00000200000000000000000000
0000000000000000000001995000
00000000oooo®000000000000
00000000000 000000000000000
00000000000000D000000000000
00000000000 000D000000000000
00000000000000000000000000
00000000000000000000000000
00000000000000000000000000
00000000000000000000000000
00000000000000000000000000
000000000000 000000D000000%0
00000000000000D000000000000
00000000000000D000000000000

goo
ooooobooooooooocoooooooboo
gboooboooboooobboobooooobooooboo

000000000000 00000000000000
00001B000000000000000 200000
000000000000910000000000000
00000000000000000000000000
00000000000 D000D000000000000
000000MO0000000000000000000
0000000000000 0D000000000000
00000000D000000000000000000
0000000000000 0000000000000
000000000000 00000000000000
00000000000D000000000000000
00000000D000D000000000000000
00000000000000000000000000
00000000D000D000000000000000
0ooOooooooooo
00000000D000D000000000000000
000000000000 00000000000000
00000000000000000000000000
00000000000 D000000000000000
00000000000000000000000000
00000000000 D000D000000000000
00000000000 000000
0000000000000 0D000000000000
00000000D000000000000000000
0000000000000 0000000000000
00000000000000000000000000
00000000000000000000000MMO00
00000000D000D000000000000000
00000000000000000000000000
00000000D000D000000000000000
000000000000 00000000000000
00000000000 000000000000000
000000000000 00000000000000
00000000000000000000000000
00000000000 000000%*0

7 Oxrcmepm, Nod5 (445) or 29 mosabpsa 2004

% Poccuiickuit Crarucruueckuit Exeromaux 2003, crp. 190-1, TockomeraT Pocerm 2003.

» Cenusepcros, B.E. (2004), Dxonomuka Cubupu u Jansuero Bocroka-Murerpanus Mesxperunonansaas unmu Tpascranuonansaaa?, which

was presented at summer symposium 2004 on July 15, 2004 at Renaissance Sapporo Hotel, Sapporo, Japan (mimeo).)(]
¥ 0000020050 000000000000000000D: 0000000000000



ERINA REPORT Vol. 66 2005 NOVEMBER

An Evaluation of the Business Environment in Siberia From
the Perspective of Global Marketing (Summary)

Eiko Tomiyama, PhD. in Economics
Visiting Lecturer, Niigata University & Keiwa College

Introduction*

Since the collapse of the Soviet Union, Japan’s leading
multinational corporations have been actively exporting
goods to the Russian market, but until now they have
seen the European side of Russia, west of the Urals, as
the main market. Is Siberia really completely lacking in
attractiveness as a“ market” ?

In global marketing, an analysis of the environment
that a company is planning to enter is necessary. If a
decision is taken not to enter the market or the decision
to enter is delayed, even if the market in question has
considerable potential, this will constitute a major loss
of opportunity. After entering the relevant market, it is
necessary to increase the number of sales offices, during the
market expansion stage. The question of where to establish
sales offices is an important issue in a company’s marketing
channel strategy. Is Siberiareally a suitable place in which
to establish sales offices? This paper attempts to conduct
a basic macroeconomic analysis in order to assess the
business environment in Siberia from the perspective of an
awareness of the aforementioned issues.

1. What is Siberia?

Until the introduction of the federal districts in
2000, Siberia was divided into two areas for the purposes
of classification: Eastern Siberia and Western Siberia.
With the introduction of federal districts, Tyumen Oblast
(including Khanty-Mansi autonomous district and Y amalo-
Nenets (Yamalia) autonomous district) was transferred
to the Urals Federal District. According to Vyacheslav
Seliverstov, Deputy Director of the Institute of Economics
and Industrial Engineering at the Novosibirsk Academic
Center of the Siberian Branch of the Russian Academy of
Sciences, the name “Siberia” is generally used to refer to
Western Siberia, including Tyumen Oblast, the Khanty-
Mansi autonomous district and the Yamalo-Nenets
autonomous district, and Eastern Siberia, including the
Buryat Republic and Chita Oblast. Conseguently, in this
paper, we have included Tyumen Oblast in considerations
of Siberia.

2. The Population of Siberia
The population of the Siberian Federal District peaked
at 21.234 million in 1992, since when it has shown a

declining trend; as of 1% January 2005, the population was
19.794 million, a decrease of 6.8% on the 1992 |evel. In
contrast, in Tyumen Oblast, which has abundant oil and
natural gas resources, the population has risen by 5.4%
from 3.137 million in 1993 to 3.308 million in 2005. Within
the Siberian region, there has been a population exodus
from the northern (Taymyria autonomous district and
Evenkia autonomous district) and eastern (Chita Oblast and
the Buryat Republic) areas that have no natural resources,
into northern (Khanty-Mansi autonomous district, Y amalo-
Nenets autonomous district and Tomsk Oblast) and
southern (Altai Krai) areas with abundant natural resources.

Of the cities in Siberia, Novosibirsk and Omsk both
have populations of around a million, while the next largest
city is Krasnoyarsk, with a population of 910,000.

3. The Gross Regional Product of Siberia

The per capita GRP (Gross Regional Product) of
the Siberian Federal District puts it in sixth place among
Russia's seven federal districts. Moreover, the share of the
Siberian Federal District’s GRP in Russia as a whole is
falling. In 2001, out of the entire Siberian Federal District,
only the GRP of Krasnoyarsk Krai and Tomsk Oblast,
where mining and manufacturing production account for a
major share of the economy, exceeded the Russian average;
al the other federal entities within the district had GRP
levels lower than the national average. The GRP of Tyumen
Oblast is 4.6 times the Russian average and about 15.6
times the level of the GRP in the Tuva Republic, which has
the lowest level of GRP in Siberia.

Per capita in Siberia’'s key areas, namely Irkutsk
Oblast and Kemerovo Oblast, was higher than the Russian
average in 1995, but thereafter it declined, falling to below
the national average in 2001. Kemerovo Oblast, which was
a development hub in the south, and Irkutsk Oblast, which
isthe hub of Eastern Siberia, are in decline.

Between 2001 and 2003, Novosibirsk Oblast, Omsk
Oblast and Tomsk Oblast experienced higher growth than
the Russian average in the fields of industrial production,
agricultural production, distribution and transport. The
key constituent elements in this growth were machinery
manufacturing, foodstuffs, construction and the
telecommunications industry. The levers supporting a new
type of economy that aims for the renaissance of processing

1 Between 17" August and 1% September 2004, the author visited Irkutsk, Novosibirsk, Harbin and Shenyang to conduct
research and gather data as part of the Sasakawa Peace Foundation’s project on Russia and Asia. Institutions visited in Irkutsk
included the administration of Irkutsk Oblast, the Irkutsk Science Center of the Siberian Branch of the Russian Academy
of Sciences, and Irkutsk State Technical University; in addition, the following institutions in Novosibirsk were visited:
Novosibirsk City Office, the Siberian Interregional Association “Siberian Accord”, the Siberian Fair, Novosibirsk State
Technical University, and the Institute of Economics and Industrial Engineering at the Novosibirsk Academic Center of the
Siberian Branch of the Russian Academy of Sciences. This paper forms part of the outcomes of field studies conducted during

that visit.
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complexes through a new technological base is being
created.

4. Thelndustry of Siberia

A variety of industries are developing in the Altai
Republic, Altai Krai, Irkutsk Oblast, Novosibirsk Oblast
and Tomsk Oblast, including not only the electric power,
fuels and non-ferrous metals industries, but also machinery
and metals processing, chemicals and petrochemicals,
timber, timber processing and paper pulp, building materials
and foodstuffs; accordingly, the industrial structure is
becoming increasingly diverse. Compared with Far Eastern
Russia, a more diverse range of industries is developing in
Siberia.

However, the major industries in Siberia are still
the energy industry, including oil, natural gas, coa and
electricity, and the non-ferrous metals industry, such as
aluminum; in other words, it is an industrial structure
dependent on primary resources. The problem with Siberia
s industrial structure is that the weighting of industries
centered on the extraction of primary goods is increasing,
while that of high-tech industrial sectors, such as the
machinery and equipment industry, is diminishing. There
are a number of reasons for this. Firstly, there is the
possibility that the region has been afflicted by “Dutch
disease”. Secondly, there is the fact that it will not be
possible for the region to participate in the international
division of labor without a transformation in the industrial
structure, unless the money accumulated in the extractive
industries, focused primarily on natural resources, is
diverted to investment. The fact that the oil and gas sector,
which has only a small ripple effect on domestic production,
is the key industry with regard to domestic production is
because production increases in the oil and gas sector do
not give rise to increased production and investment in
other sectors, so the inclination towards resources does not
create new employment opportunities.

5. The Income and Unemployment Rate of Siberia

In all the federal entities of the Siberian Federal
District, per capita monetary income is lower than the
Russian average. Only in Krasnoyarsk Krai and Tyumen
Oblast was monetary income higher than the Russian
average in 2002. The primary commodity supply bases
in Northern Siberia (Khanty-Mansi autonomous district,
Y amal o-Nenets autonomous district and Tomsk Oblast)
are becoming more affluent, while manufacturing and
processing industry in Southern Siberia (Kemerovo Oblast,
Novosibirsk Oblast, Omsk Oblast and Altai Krai) is
atrophying.

The per capita car ownership rate in Khanty-
Mansi autonomous district, Tyumen Oblast, Y amalo-
Nenets autonomous district, the Khakassia Republic
and Novosibirsk Oblast is higher than the average. It is
worth of note that Khanty-Mansi autonomous district and
Y amal o-Nenets autonomous district are second and third
respectively to Moscow in terms of per capita retail sales.
Moreover, the strength of purchasing power in the Tymen
region, which is home to many of the leading export-
oriented companies in the oil sector, is remarkable. In oil-
producing areas such as Tyumen Oblast, income rises, but

there are no consumption centers locally, so a pronounced
money glut phenomenon emerges.

Furthermore, with regard to the number of mobile
phone subscribers per 10,000 population, two federal
entities in Siberia appear in the top ten: Tomsk Oblast
in eighth position and Novosibirsk Oblast at ninth.
With regard to the number of internet users per 10,000
population, six of Siberia's federal entities appear in the top
ten: Taymyria autonomous district in third position, Tomsk
Oblast in fourth, Evenkia autonomous district in sixth,
Novosibirsk Oblast in seventh, Y amal o-Nenets autonomous
district in eighth and Tyumen Oblast in tenth.

Judging solely by the statistics for monetary income,
there is no significant demand in Siberia. However, if
we base our assessment on the number of car owners,
the number of maobile phone subscribers and the internet
diffusion rate, we can see that actual demand does in fact
existin Siberia

6. Investment in Siberia and the Investment
Environment

Investment in Russia as a whole demonstrated growth
of 2.6% in 2002, but in Siberia it fell by 6.7%. The lack
of investment in Siberia is due to the high risk involved
in investing there. According to the Expert magazine,
Khanty-Mansi autonomous district ranked as high as fifth
in a survey of the investment potential of 89 regions, but
it was placed 40" in terms of investment risk. There was a
stark contrast between the high ranking of this autonomous
district in terms of investment potential, which is judged on
basis of the existence of natural resources and the degree
of productivity, and the low rankings it received in the
assessment of its investment risk: 79" in terms of the crime
rate, 87" in terms of the environment and 61% in terms of
laws. In the investment potential assessment, it also ranked
close to the bottom in terms of infrastructure, coming in at
81%.

Krasnoyarsk Krai also did well, ranking seventh in
terms of investment potential. However, it was 57" in
terms of overall investment risk and was placed 77" in
terms of political stability, 58" for crime rate and 81% for
the environment. With regard to its investment potential,
although Krasnoyarsk Krai ranked 13" in terms of
consumption, 11" for production, 7" for finance and 14™ for
systems, it only came 75" in the assessment of the state of
its infrastructure. This trend also applies to other regionsin
Siberia

In the assessment of investment potential, if we focus
on consumption, we can see that a number of Siberian
federal entities received high rankings, with Khanty-Mansi
autonomous district coming in at 15", Irkutsk Oblast at 18",
Novosibirsk Oblast at 17" and Omsk Oblast at 20". Siberia
received high rankings with regard to such indicators of
investment potential as consumption, production, finance
and systems, but all its federal entities were placed near
the bottom of the table with regard to the state of its
infrastructure.

Conclusion
Russia, which has 13 cities with a population of at
least a million, is a large-scale market in Europe and has



great attractions as a consumer market. Entry into the
Russian market, which takes this as its target, is already
increasing and is likely to expand further in the future.
Siberia has received high rankings for its investment
potential, with regard to such indicators as consumption,
production, finance and systems, and it is a “market” in
which there is expected to be further growth in such areas
as capital investment in the oil sector. However, it ranks
near the bottom of the table in terms of the state of its
infrastructure and the investment environment is bad. There
are high risks involved in full-scale entry into the Siberian
market. However, it is undeniable that companies will be
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deprived of market opportunities if they do not enter the
market.

In this kind of situation, a strategy that makes use of
competent local distributors is preferable, as it requires
the input of few resources and entails little risk. If such a
strategy were adopted, companies would be able to avoid
missing out on market opportunities; local wholesale
distributors would be the main actors involved in seeking
out and securing as many retailers as possible to become
sales outlets, concluding contracts with them and supplying
them with goods.
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Improvements Required to Enable the Trans-Manzhouli
Railway to Meet the Demands of Land Bridge Transportation

Qunren Li, Research Professor & Director, Economic Section
Ruinian Que, Assistant Reseach Fellow
Yao Ding, Assistant Research Fellow
ChinaAcademy of Railway Sciences

1. Introduction

The Trans-Manzhouli Railway (TMR) is an important
railway corridor linking Chinawith the outside world. Once
the linkage of the Trans-Korea Railway (TKR) has been
completed, the TMR will function as a railway corridor
linking East Asia with the countries of Europe and Central
Asia

The following sections of the TMR may provide inter-
continental railway transport services between East Asia
and the countries of Europe and Central Asia: Manzhouli
border station, Dandong border station, Tumen border
station, Ji'an border station, the Harbin-Manzhouli line, the
Harbin-Shenyang section of the Harbin-Dalian line, the
Shenyang-Dandong line, the Meihekou-Ji'an line and the
Siping-Meihekou line.

A direct railway corridor from the ROK to the
countries of Europe and Central Asiaviathe Trans-Siberian
Railway (TSR) can be established by utilizing the TKR and
TMR. Thiswould be a shorter route with a shorter overland
transport element as far as Japan is concerned.

There are two preconditions for the establishment of
this land corridor: i) expediting operations on the TKR, by
facilitating direct transportation from the rail network of the
ROK, viathe rail network of the DPRK, to Chinese border
stations of Dandong, Tumen and Ji'an; and ii) developing
sufficient rail network capacity in Northeastern China and
railway lines linked to the TMR. The paper will focus on
the second point.

2. Trafficon the TMR

The freight carried by the TMR falls into one of
three categories. i) domestic transport; ii) traffic generated
by trade between China and the DPRK; and iii) traffic
generated by trade between Chinaand Russia.

2.1 Domestic traffic

With the growth of the Chinese economy and the
implementation of the policy of revitalizing old industrial
bases in Northeastern China in recent years, domestic
transportation in Northeastern China has experienced rapid
growth. In 2003, the volume of rail freight reached about
230 billion ton-km; if the current growth rate is maintained,
this figure should reach about 300 billion ton-km in 2010
and 380 billion ton-km in 2020. Greater capacity will be
required in the future, in order to respond to this growth in
freight transport.

2.2 Traffic increases resulting from trade between
China and the DPRK
Since 1999, Sino-DPRK trade has increased rapidly.

In 2000, trade between China and the DPRK was $488
million, of which 7.6% was accounted for by imports and
92.4% by exports. In 2003, trade between China and the
DPRK exceeded $1 billion for the first time and reached
$1.4 billion in 2004, due to a growth rate in excess of 35%.
The growth curve of Sino-DPRK trade since 1999 is shown
inFigure 1.

Figure 1. Sino-DPRK Trade Growth Since 1999
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In recent years, Liaoning and Jilin provinces have
played an increasingly important role in Sino-DPRK trade.
In 2000, Liaoning and Jilin accounted for 48% and 24%
of total Sino-DPRK trade, respectively. Recently, these
two provinces have accounted for as much as 80% of total
Sino-DPRK trade. Obviously, the railway network of
Northeastern China is vital to the transportation of cargo
between China and the DPRK.

Overland transport of cargo between China and the
DPRK mainly occurs via the border stations of Dandong,
Tumen and Ji’an. Of these border stations, Dandong is the
largest, handling about half of al Sino-DPRK trade. Only a
small amount of Sino-DPRK cargo is sent via Ji'an border
station, with 110,000 tons being handled in 1999. Although
the volume of cargo handled by Ji’an border station has
increased significantly in recent years, only 10,000-20,000
tons of freight are imported and exported via Ji’an each
month. Tumen railway border station is opposite Namyang
border station, in the North Korean province of North
Hamgyong, and is an important freight corridor for Sino-
DPRK trade. The border stations of the two sides are linked
by arailway bridge.

International transit via Tumen border station began
in 1954. Freight cars can cross the border to Rgjin in the
DPRK without the need for transshipment, and can be
further connected to Russia's Far Eastern railway network
via Rajin. Tumen Station is a Class | marshalling yard,
containing 35 marshalling sidings with a marshalling
capacity of 1200 cars per month. The station dispatches



more than 90 passenger and freight trains monthly. Tumen
is the second-busiest border station in Sino-DPRK trade,
with a handling capacity of 3.5 million tons per year.
The volume of Sino-DPRK trade has been far lower than
capacity for many years, with cargo passing via Tumen
border station totaling just 0.5-1 million tons, so thereisa
huge surplus in the cargo handling capacity of the border
station.

Despite the rapid growth in freight transiting the
border stations of China and the DPRK, the railway
network of Northeastern China will still be able meet the
demand generated by Sino-DPRK trade because the volume
of freight is small at present. However, once the linkage of
the TKR is completed and services begin operating, freight
between the ROK and Northern and Northeastern China
will pass through the three border stations, as will some
South Korean freight being transported to/from Russia,
China, Europe and Central Asia via the TKR and TMR.
This will present a major challenge to the capacity of
Northeastern Chind s railway network.

2.3 Traffic increases resulting from trade between
Chinaand Russia

Trade freight between China and Russia is mainly
transported through the border stations of Manzhouli,
Suifenhe, Erenhot and Alashankou; of these, Manzhouli is
the longest established, largest and most important in terms
of Sino-Russia trade. In the past five years, the volume of
freight between China and Russiaincreased four- or fivefold.
Railway traffic to/from Russiawas nearly 10 million tonsin
2003. It is predicted that the volume of freight will reach 18
million tons by 2008.

In recent years, the volume of rail freight transported
via Manzhouli border station has been increasing by
20-25% and the proportion of imports and exports has been
utterly transformed. In 2000, imported freight accounted for
only 10.8% of the total trade volume at Manzhouli border
station, but by 2003, it vastly exceeded exported freight,
accounting for as much as 95.8% of the total volume.

Timber occupies largest proportion of freight
handled by Manzhouli railway border station, followed by
petroleum, iron and steel, and other cargoes. The volumes

Figure 2. Transport Volumes by Commodity in
Manzhouli (2003)
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of commodities transiting Manzhouli railway border station
in 2003 are shown in Figure 2.

According to the growth rate of 20-25% forecast by
Chinese Vice-Premier Yi Wu and Russian Deputy Prime
Minister Alexander Zhukov, by the year 2010, trade
volumes on both sides will increase by 200-300% on
2004 levels. All of this will greatly increase demand on
the railway capacity of China's railways. The volume of
cargo handled at border stations between China and Russia
will increase threefold to 60 million tons from the present
volume of 20 million tons. The volume of cargo handled at
Manzhouli border station will increase to 30 million tons,
while at both Suifenhe and Erlian border stations it will
increase to 15 million tons.

With regard to petroleum, Russia is gradually
expanding its energy diplomacy strategy, in order to boost
its economy. China implemented an energy supply strategy
because of its rapid industrial growth and energy shortages,
leading to an increase in crude oil transport between Russia
and China. An ail pipeline between Angarsk - Manzhouli
- Daging had been planned, but this project has now been
put on ice. Instead, Russia has decided to transport more
crude oil by railway. In November 2004, talks took place
in Beijing between the Chinese Ministry of Railways
and the Russian Railways Joint Stock Company; the two
parties guaranteed that the amount of crude oil imported
from Russia and transported by railway would be no less
than 10 million tons in 2005, hence the volume of crude
oil transported by rail via Manzhouli border station will
increase steadily. In addition, Manzhouli border station
adjoins the Siberian region of Russia, which is plenty of ail
resources. In addition, Manzhouli border station adjoins the
Siberian region of Russia, which has plentiful oil resources.
Furthermore, Manzhouli border station is close to the old
industrial bases of Northeastern China, which have solid
industrial foundations and are being revived. It is also
located at a key point in the northern route of the Eurasia
land bridge. In recent years, capacity has been expanded
through the upgrading of facilities at Manzhouli border
station, so transporting petroleum via Manzhouli is quick
and relatively economical. Thus, the volume of petroleum
handled by Manzhouli border station is increasing rapidly:
the volume handled in 2004 was nearly 7 million tons and
is forecast to be 10 million tons in 2005, reaching no less
than 15 million tons in 2006. Therefore, the number of
petroleum trains will increase by 43%, rising to 20 pairs
from the current 14 pairs.

3. The Situation at Manzhouli Border Station

Manzhouli border station is the communications
hub of the TMR, as well as being the largest land border
station in China. The station is located in the western part
of the Hulunbuir Grassland, adjoining the Russian town
of Zabaikalsk, and occupies a key position in the northern
route of the Eurasia land bridge. It is the main international
corridor between China and Russia, as well as European
countries.

Manzhouli border station was established in 1901,
with 41 broad and standard gauge sidings laid from east
to west in the station; two standard and broad gauge lines
run to the country gates and are directly connected to the
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TSR, linking the station with both Europe and Asia. The
daily deposit capacity of the station is up to 2020 cars,
making it the largest railway border station in terms of car
deposits. The station has perfect storage facilities and a
good overall layout, providing multiple services, such as
storage, transfer and transshipment. Its main warehouses
and storage facilities include a bulk cargo yard, foreign
trade warehouse, military material warehouse, international
transit cargo warehouse, railway storage base, international
container storage base, import and export transfer station
and a grease storage house, all equipped with industrial
railway sidings. The storage facilities cover an area of
600,000m”,

There are also four border transshipment facilities,
covering an area of 135,000m? which are equipped
with gate lifts, bridge lifts, truck lifts, magnet lifts and a
hydraulic pressure seizer for transshipping logs, as well
as an irradiation monitor and a cobalt-60 train inspection
system. The Ministry of Railways and the Harbin railway
administration have invested RMB655 million in upgrading
and expanding the capacity of Manzhouli border station. At
least 20 engineering projects have been completed, bringing
the transshipment capacity of the station to 13.2 million
tons.

Along with the development of the Chinese economy,
the demand for Russian raw and processed materials has
been increasing, and the gradual recovery of the Russian
economy has led to purchases of Chinese consumer goods.
All of the above have brought about sustained growth in
the volume of cargo handled by Manzhouli border station,
giving it increased status with regard to its importance in
foreign trade, especially Sino-Russian trade.

4. Problems Currently Affectingthe TMR
The following issues should be resolved in order to
expand capacity to meet future demand on the TMR

4.1 Capacity of the Harbin-Dalian line

Depending on the route it takes, al cargo travels along
the whole or a part of the Harbin-Dalian line, whether it is
imported from Dandong, Ji’an and Tumen via the TKR, or
brought by sea to Dalian Port. The Harbin-Dalian line will
carry the majority of domestic freight, apart from cargo
to Russia, Central Asia and Europe via the railways of
Northeastern China and Siberia. The utilization rate of the
line is 80% or more at present,, with some sections already
at saturation point.

The Harbin-Dalian line has been electrified in order
to solve the capacity problem on this, the most important
railway line in Northeastern China; the capacity of the line
could increase by 25% once electrification work has been
completed, extending the capacity of the saturated sections
and enabling the route to meet requirements within a short
period of time. From the period of the 11" five-year plan
onwards, rapidly increasing demand for rail transport will
exceed the limited capacity, rendering the line unable to
respond to the requirements of economic devel opment.

4.2 Capacity of east-west railway lines
Depending on the way in which transport is organized,
freight the ROK to Russia, Central Asia and Europe should

first enter China via Dandong border station, being carried
to Shenyang via the Shenyang - Dandong line, to Harbin
viathe Harbin - Dalian line, and then to Manzhouli and the
TSR via the Harbin - Manzhouli line. Alternatively, it will
enter Chinavia Ji’ an border station, travel to Siping via the
Meihekou - Ji’an line and the Siping - Meihekor line, to
Harbin via the Harbin - Dalian line, and then to Manzhouli
and the TSR via the Harbin - Manzhouli line. The third
alternative for freight exchange between the ROK and
Chinais entering Chinavia Tumen border station.

Currently, the Siping - Meihekou line and the
Meihekou - Ji’an line are single track. The Shenyang-
Dandong line, which runs from the capital of Liaoning
Province to the border station of Dandong, is a trunk
railway line in eastern Liaoning Province, with a track
linked directly to Sinuiju in the DPRK. This line is the
main route for integrated rail transport between China and
the DPRK, as well as being the most important railway for
linking the Chinese railway network with the TKR. The
Shenyang - Dandong line is single track in some parts and
double track in others. Although the capacity of these two
lines is sufficient to meet the requirements of the volume of
Sino-DPRK cargo transported so far, the capacity is still not
adequate, as the utilization rate in certain sections is 90% or
more. If freight from the ROK is to be transported via this
ling, its capacity has to be strengthened.

4.3 Container transportation

Recently, container volumes on this route have been
increasing quickly; for example, the volume of containers
handled at Manzhouli border station has multiplied,
exceeding 36,000 TEU in 2003. If domestic containers are
included, thetransport facilitiesfor containersare insufficient
to meet the growing demand.

4.4 Hailar-Manzhouli

The Hailar-Manzhouli section of the Harbin-
Manzhouli lineis still single track and has limited capacity.
Capacity will cease to be adequate once transport volumes
reach 10 million tons.

5. Remedial M easures
The following measures are planned, in order to
resolve these problems.

5.1 Three New Container Depots

Three central container depots are to be constructed
in the northeastern Chinese cities of Dalian, Shenyang
and Harbin, in order to alleviate the shortage in container
transport facilities.

Compared with ordinary transfer stations, central
container depots are more advanced in terms of both speed
and safety. Dalian will be established as the shipping hub
of Northeast Asia, with 90% of containers to/from inland
areas passing through Dalian Port. To enhance transit speed
and promote the development of Dalian Port, a central
container depot will be established in the Dayao Bay
area. 37 container berths are planned, with an estimated
handling volume of 10 million TEU, of which rail freight
will occupy 2.64 million TEU. Central container depots
will aso be established in Shenyang and Harbin. Dedicated



container trains will be operated between Dalian, Shenyang
and Harbin central container depots. The central container
depots are due to be completed before 2010.

5.2 Upgrading Lines and Diverting Traffic to Other
Lines

To solve the capacity issue of east-west railway lines,
Shenyang-Dandong line and Siping-Meihekou-Ji'an line
should be strengthened. Alternatively, traffic could be
shunted from these lines to other, less congested lines.

In order to alleviate the strain on railway transportation
in Northeastern China, promote economic development
in the border areas, further open the country up to world,
and support the revitalization of old industrial bases in
Northeastern China, the construction of an eastern railway
route in Northeastern China - the so-called “border-easing
railway ling” - is planned.

In this project, three new railway lines will be
constructed: the Helong - Baihe line, the Xin Tonghua -
Guanshui line and the Dandong - Zhuanghe line. These
will be linked to 13 existing lines, including the Harbin-
Dalian line, the Jinzhou - Chengzitan line, the Dandona
- Dadonggang line, the Shenyang - Dandong line, the
Fenghuangcheng - Changdian line, the New Tonghua
line, the Meihekou - Ji'an line, the Yayuan - Dalizi line,
the Hunjiang - Baihe line, the Helong - Longjing line, the
Chaoyangchuan - Kaishantun line and the Changchun -
Tumen line. All of these will form a north-south railway
corridor along the Sino-Russian and Sino-DPRK border,
starting from Mudanjiang city in Heilongjiang Province,
passing through Tumen and Tonghua cities in Jilin
Province, and Dandong and Zhuanghe cities in Liaoning
Province, and terminating at Dalian city in Liaoning
province (See Figure 3).

The total length of the eastern railway in Northeastern
China is due to be 1389%km, consisting of 411km of newly
constructed railway lines, 21km of newly constructed
linkage lines, and 957km of upgraded existing lines.
RMB6.86 billion will be invested in the newly constructed
railway lines, which works out at about RMB16.7 million
per kilometer. Total investment in the project is estimated
at RMB12.743 billion.

The construction of this eastern railway corridor in
Northeastern China will surely play an important role
in linking Liaoning Province to Jilin and Heilongjiang
provinces in Northeastern China and establishing the area
asamajor hub of Northeast Asia.

Beginning with this strategy, the Ministry of Railways,
the state council bureau for the revitalization of the old
industrial bases of Northeastern China, and the governments
of Liaoning, Jilin and Heilongjiang provinces conferred
regarding the construction of the eastern railway corridor in
Northeastern China and signed an agreement that surveying
and construction work on this corridor will begin this year.

5.3 A Dedicated Passenger Railway Line

The Harbin - Dalian line is one of the railways with the
heaviest transport burden in the Chinese railway network.
Along with the implementation of a strategy of revitalizing
old industrial bases in Northeastern China, the economy
of Northeastern China will be developed continuously and
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steadily. Significantly increased demands will be made
on the main arteries for freight transport in Northeastern
China, especially the Harbin - Dalian line, the most
important north-south trunk line. Even though it has been
upgraded and electrified, the shortage of capacity cannot
be solved entirely; the only way to resolve the capacity
issue completely isto construct a dedicated Harbin - Dalian
passenger railway line, transferring all passenger trains to
the dedicated passenger line and ensuring that only freight
trains run on the existing line.

The length of the planned dedicated Harbin - Dalian
passenger railway is 902km. The maximum train speed will
be no less than 200km/h, and may even reach 300km/h or
more.

This dedicated passenger railway, which passes
through a plain in Northeastern China and will cost an
estimated RMB80 billion, will be a highly advanced
modern railway. It will make a significant contribution to
dleviating the strain on the railway network in Northeastern
China, improving service quality and supporting the
revitalization and development of old industrial bases in
Northeastern China.

The line will pass through three provinces and nine
cities. The construction of a dedicated Harbin - Dalian
passenger railway will greatly alleviate congestion on
the north-south railway in Northeastern China, as well
as promoting economic development in that region. It
will have an impact in key areas of Northeastern China,
stimulating the development of the market economy,
promoting cooperation between enterprises and cities,
discouraging negative competition between regions,
preventing the wasting of resources on irrational
construction projects, promoting economic development
in areas along the line, revitalizing old industrial bases
and generally supporting the development of the national
economy.

Once the operation of the dedicated Harbin - Dalian
passenger railway begins, the total capacity of the existing
line will be significantly in excess of 100 million ton-km/
km. Currently, the majority of cargo traveling along that
line is bound for Beijing (upwards), while the majority of
cargo destined for the TKR and TMR travels away from
Beijing (downwards). Based on the present growth rate of
railway freight transport, the downward traffic density is
forecast to be 25-30 million ton-km/km in 2010 and 35-40
million ton-km/km in 2020. It is easy to see that a large
amount of surplus capacity will be available for transporting
freight from the ROK, the DPRK and other East Asian
countries to Russia and European countries, thereby solving
the problem of limited capacity in the existing railway
network.

5.4 Increasing the storage and transshipment
capacity of Manzhouli border station

In 2004, RMB400 million was invested in upgrading
freight storage and marshalling yards and doubling the
transshipment capacity of the border. The new border
inspection yard was put into service in May and the
pressure on the capacity of the broad gauge arrival/dispatch
yard has been aleviated considerably. The sidings in the
throat area of broad gauge marshaling yard were lengthened
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in July, to enhance the capacity of the throat area. Three
sidings in the western standard gauge yard were put into
operation in October, increasing the number of storage
wagons in the standard gauge marshalling yard by 180
wagons. Two sidings in the broad gauge arrival/dispatch
yard were put into operation in December, increasing the
number of storage wagons in the broad gauge yard by 160
wagons.

The Hailar railway sub-administration has established
a crude oil transshipment line with a capacity of 12
thousand tons per day, in five months. The number of bogie
transfer decks at Manzhouli vehicle depot was increased by
25% from eight to ten. The bogie transfer capacity has been
increased to 240 wagons per day. With the enlargement and
upgrading of these yards, the capacity of the border station
has been increased to allow it to handle 20 Russian trains
per day, equivalent to more than 15 million tons of freight
annually; thus, the foundations have been put in place to
respond to arapid increase in import and export freight.

To improve the efficiency of the border station,
the railway department has been integrated with the
customs, immigration and border inspection departments.
Customs officers now implement a one-stop inspection
and discharging procedure for timber, crude oil and other
commodities that fall within the scope of the relevant policy,
and the second inspection for chemical fertilizer, paper pulp
and other commodities has been abolished, thereby greatly
reducing the inspection time. The immigration department
increases the number of staff dealing with inspections
and quarantine according to the situation with regard to
increasing imports of timber and crude ail, thereby reducing
the inspection time. Timber inspection time has been
reduced to 10 hours from the previous 12 hours. The border
check and customs departments now share information,
reducing inspection times by two-thirds from 30 minutes to
10 minutes.

To ensure the steady increasing in capacity of
Manzhouli border station, a 5000-ton heavy load freight
train is operated between Manzhouli and Sanjianfang
Station. In addition, a train with 100 empty wagons is
operated between Sanjianfang and Manzhouli Station,
thereby alleviating such problems as the shortage of empty
wagons, overstocking of loaded wagons and overly long
operating times at the border station. Manzhouli station
has reduced the waiting time by improving the quality of
transport organization and operation planning. The wagon
setting time was reduced by 2.4 hours. The station has
coordinated with Zabaikalsk Station in Russia to improve
the situation with regard to the returning of empty wagons,
reducing the operating time to 32 hours from 41 hours.

5.5 Upgrading the Har bin-M anzhouli line

RMB 8.4 billion was invested by the Ministry of
Railways in enlarging capacity and increasing speeds
during the period of the 10" five-year plan.

The total length of the Harbin-Manzhouli railway is
935km and it was established in 1901. It is an important
east-west trunk line in China, a crucial international railway
corridor, and a major international trade corridor for the
exchange of freight between China and Russia. This line
passes through Manzhouli border station and is the major

route on the northern route of the land bridge in China.

The Hailar-Manzhouli section of the Harbin-
Manzhouli line is till single track. This is the main factor
limiting the capacity the whole line. The Hailar-Manzhouli
section will begin to be upgraded to double track in 2005,
and the Hailar-Biketu section will aso be upgraded. Items
to be upgraded include:

(2) Enlarging the capacity of Manzhouli border station,
include the construction of a second passenger
platform and a cloverleaf junction on the east path.
Total budget: RMB440 million.

(2) Improving speed on the Harbin-Qigihar section,
including the replacement of all switches on the
trunk line with speed-enhancing switches, adding
two arrival/dispatch sidings at Qigihar Station,
building a fifth passenger platform and lengthening
the underground section. In addition, the track
bed is to be reinforced, the gradient reduced, the
line straightened and sleepers replaced on certain
sections of the track. Total budget: RMB1 billion.

(3) Constructing a third Songhua river bridge and
the 33km Wanggang-Wanjia link line, thereby
enabling passenger and freight trains to run on
separate lines in Harbin terminal. Total budget:
RMB1.4 billion.

(4) Constructing a new central container depot in
Harbin in the next two years that will be the
second-largest container depot in Northeastern
China, after Dalian. Total budget: RMB350
million.

(5) Upgrading train performance controlling signals
between Qigihar and Manzhouli to an automatic
blocking system, as well as reducing the gradient
and straightening curves on certain sections of the
track.

(6) Upgrading the single-track section between Hailar
and Manzhouli to double track, at a total cost of
no less than RMBL1 billion. After this upgrade, the
transport capacity of the Harbin-Manzhouli line
will be greatly increased and the maximum speed
of passenger trains between Qigihar and Manzhouli
will reach 140 km/h, reducing the travel time of
passenger trains from Harbin to Manzhouli to no
more than 10 hours.

The aforementioned projects will significantly ease the
strain on railway transportation in Northeastern China, as
well as providing excellent conditions for overland freight
transport from the ROK and other East Asian countries to
China, Central Asia, Russiaand Europe.
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Figure 3. Map of Railwaysin Northeastern China
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Opportunities for Pollution-Free Development: CDM Projects

May Surge in Mongolia
Enkhbayar Shagdar
Researcher, Research Division, ERINA

1. Introduction

Actions aimed at reducing greenhouse gas (GHG)
emissions and promoting pollution-free development are
increasingly becoming priority policy agendas not only
for industrialized nations, but also the developing world,
as concern about the acuteness of the problem of climate
change is growing across the globe. Projects implemented
under the Kyoto Protocol’s flexibility mechanisms, i.e. the
clean development and joint implementation mechanisms
(CDM/J1), have been accelerating since the Protocol’ s entry
into force on February 16th, 2005. Another mechanism,
emissions trading (ET), is expected to fuel the emergence
of one of the biggest commodity markets in the world -
the carbon market - following the official launch of the
European Emissions Trading Scheme (EU ETS) at the
beginning of 2005.

It is believed that both developed and developing
countries will benefit from the Kyoto Protocol’s flexibility
mechanisms, as they enable developed nations to mitigate
the costs of compliance with their greenhouse gas reduction
commitments under the Kyoto Protocol, while at the same
time allowing developing countries to acquire funds for
clean development projects. Investors in and buyers of
carbon credits have begun to look for potential CDM/JI
projects not only in such large markets as China and India,
as well as Southeast Asia and Eastern Europe, but also in
relatively small markets, such as Mongolia.

Mongolia was one of the initial supporters of the
Kyoto Protocol and joined the Protocol in 1999. Indeed,
there could be alot of potential CDM projectsin Mongolia,
each of which would substantially reduce GHG emissions,
despite the country’s relatively small amount of total
emissions. Energy production in Mongolia still relies on
coal and most of the industry has inefficient and outdated
technology and equipment. Therefore, as a developing
country, Mongolia has great opportunities to pursue
pollution-free development through the thorough utilization
of the Protocol’ s flexibility mechanisms.

2. Climate Change I ssuesin Mongolia
Mongolia pays considerable attention to climate
change, global warming and issues relating to their

mitigation, as well as adapting to resultant changes.
Mongoliajoined the UNFCCC (United Nations Conference
on Climate Change) in 1993 and ratified the Kyoto
Protocol in 1999. The Mongolian government approved the
“National Action Plan on Climate Change in Mongolia”
in 2000, and subsequently established the interdisciplinary
and intersectoral National Climate Committee (NCC),
led by the Minister for Nature and the Environment, to
coordinate and guide national activities and measures
aimed at adapting to climate change. Government officials,
such as deputy ministers, state secretaries and directors of
major departments of all related ministries and agencies are
members of the NCC.

A number of studies' have reported that global
warming will have a significant impact on natural resources,
economy and society in Mongolia. Meteorologica records
from the last 60 years show that the annual air temperature
has increased by 1.56°C on average, this increase was
greater in the winter (3.61°C) and smaller in the spring
(1.4°C - 1.5°C). Projections of future climate change in
Mongolia forecast that annual mean temperature will
increase by 1.8°C - 2.8°C by 2040 and 2.8°C - 4.6°C by
2070.

As aresult of climate change, adverse weather
conditions, such as severe winters, droughts, hot summers,
strong winds and flooding, have begun to occur frequently
in Mongolia of late. All of these natural phenomena have
an immense impact on the Mongolian economy due to
its nature. Animal husbandry plays a magjor role in the
Mongolian economy and has a daily impact on virtualy the
entire populace. This sector’s output accounted for 21.3%
of the country’s total GDP in 2004. As Mongolian animal
husbandry, which accounts for 80% of the agricultural
sector as awhole, has a pastoral character, its production is
virtually dependent on natural weather conditions.

For example, the successive dzud (severe winters
preceded or followed by droughts) in 2000 and 2001 were
severe in terms of the area covered, the extent of snow
cover and the drop in air temperature. During the dzud
of 2000, Mongolia lost 3.5 million adult animals, while
in 2001, a further 4.8 million were lost. This means that
the scale of losses in 2000 and 2001 was equal to 11.5 %

' 1990: The first climate change study was carried out under the US Country Studies Program (USCSP); the first GHG
inventory for 1990 was prepared and preliminary GHG mitigation analysis was conducted.

1997: A country study of Mongolia was conducted under the Asia Least-Cost Greenhouse Gas Abatement Strategy (ALGAS)
project, which included studies of 12 Asian countries, concerning their national GHG emissions and abatement options in

different economic sectors.

1999: Mongolia devel oped its National Action Programme on Climate Change (NAPCC) with assistance from the government

of the Netherlands.

2001: Mongoalias Initial National Communication on Climate Change was prepared and submitted to the UNFCCC Secretariat.
2002: A study entitled “Potential Impacts of Climate Change and Vulnerability, and an Adaptation Assessment for Grassland
Ecosystems and the Livestock Sector in Mongolia” was carried out with assistance of GEF, START, TWAS and UNEP.
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and 18.2 % of the country’s total livestock respectively.
This left many herdsmen households without a source of
livelihood: more than 5% of herder households lost all of
their livestock, with another 7% of households losing more
than 50% of their livestock. In addition, more than 5%
of herder households ended up with fewer than 100 head
of surviving animals. All this contributed to an increase
in rural poverty across the nation. A survey revealed that
almost 75% of these losses were attributed to a shortage of
fodder (NSO, 2002).

3. GHG Emissionsin Mongolia

Mongolia's total carbon dioxide emissions accounted
for 0.03% of total worldwide emissions and reached 7.5 kt
of CO, equivalent in 2000, 25% lower than 1990 emissions.
This decrease was mainly due to decreases in fossil
fuel consumption as a result of the decline of economic
activities during the transition from a centrally planned
socialist economy to a market oriented one (Table 3.1).

Despite the country’s relatively small level of total
GHG emissions, Mongolia's per capita emissions are
comparable to the global average and largely exceed the
averages of the low-income countries and as well as the
countries of East Asia and the Pacific region. As of 2000,
Mongolia's per capita carbon dioxide emissions were
amost four times higher than the low-income countries'
averages and 1.5 times higher than those of the East Asia
and Pacific countries (Figure 3.1).

Figure 3.1. Dynamics of Per Capita CO, Emissions
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Source: World Bank, 2005.

Moreover, in terms of carbon dioxide emissions per
unit of GDP, Mongolia ranks among the top emitters in
the world. In 2000, Mongolia emitted 7.9 kg of CO, per
unit of GDP, with GDP being converted to 2000 constant
international dollars using purchasing power parity. It was
12 times higher than the global average figure and 4.5 times

higher than the average for low-income countries, to which
group Mongolia belongs based on its level of economic
development (Figure 3.2).

Emissions of carbon dioxide from fossil fuel
combustion are the largest source of anthropogenic
emissions in Mongolia, followed by livestock herding
and grassland conversion into croplands, GHG emissions
from fuel combustion for the generation of power and
heat account for about 60% of total emissions. The cold
continental climate, the country's reliance on coal for power
and heat generation, as well as the inefficient use of energy,
and outdated technologies and equipment in almost all
of the industrial sectors contribute to these high rates of
carbon dioxide emissions per capitaand per unit of GDP.

Figure 3.2. CO, Emissions per Unit of GDP
(kg 2000 PPP $ of GDP)
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4. CDM Promotion Activitiesin Mongolia

Until recently, there was limited understanding and
knowledge about the potential for utilizing the Kyoto
Mechanisms, and hosting CDM projects in Mongolia,
even though Mongolia had actively participated in climate
change negotiations and was one of the earliest countries
to join the Protocol. The Mongolian DNA (Designated
National Authority) was established at the MNE in 2004.
It is anticipated that the domestic coordinating agency
for approving CDM projects will be an Interagency
Commission (IAC), chaired by a key person from the
Ministry of Finance, while the Deputy Chairperson will
be a key person from the Ministry of Fuel and Energy; the
other members will be key persons from relevant ministries
and agencies.

However, until recently, Mongolia's participation in
these activities was merely limited to representatives of the
Ministry for the Nature and Environment (MNE), lacking
the participation of other ministries and the business
community. There are only two NGOs devoted to the
promotion of CDM in Mongolia: one is the “CDM Centre

Table 3.1 Comparison of Total CO, Emissions

1990 2000
Amount, kt World share, % Amount, kt World share, %
Mongolia 10.0 0.05 75 0.03
Low-Income 1,4193 6.70 1,764.4 7.69
East Asia& Pacific 3,051.6 14.41 3,752.7 16.36
World 21,172.6 100.00 22,9421 100.00

Source: World Bank, 2005.



of Mongolia’, an NGO established in 2003 to promote
CDM projects in Mongolia, and the other is the “Institute
for Future” (IFF)? an NGO established in early 2005
aiming to promote cleaner development and CDM-related
activitiesin Mongolia. Nevertheless, it can be said that that
new momentum has been generated since the Protocol’s
entry into force in February 2005.

The MNE organized a seminar on CDM issues on
February 16th, 2005 - the day on which the Protocol
officially entered into force - for representatives of the
Mongolian government and business community. The
seminar was informative and gave the participants a basic
understanding about climate change, the Kyoto Protocol
and CDM issues.

One further major step taken by the Mongolian
government was a two-day seminar entitled “CDM in
Mongolia’, which took place on June 30th and July 1st,
2005, having been jointly organized by the Mongolian
Ministry of Industry and Trade of Mongolia and Japan’s
Mitsubishi Securities Co. Ltd., with the cooperation of
ERINA. It was the first event that was able to attract a
broad range of participation from among government
agencies (especially such key economic ministries as the
Ministry of Industry and Trade, the Ministry of Fuel and
Energy and the Ministry of Food and Agriculture), the
business community, without whom no CDM project can
be implemented, and NGOs. Constructive dialogues were
held between a number of Mongolian potential project
developers and the CDM specialists from the Mitsubishi
Securities Clean Energy Finance Committee.

The first day of the seminar was devoted to informing
participants of worldwide experiences and practices
relating to CDM activities, as well as the Mongolian
government’s initiatives aimed at the implementation of
CDM in Mongolig; in addition, there was an opportunity
for opinions to be exchanged among the participants. The
seminar opened with an address by Mr. Enkhtuvshin,
Deputy Minister for Industry and Trade. This was followed
by a short UNEP film entitled “Changing Climate,
Changing Opportunities”.

After this, Dr. B. Bayasgalan, Director of the
Sustainable Development and Environment Department
of the MNE, informed those present about Mongolia's
policies relating to the Protocol and CDM. He emphasized
that the Mongolian government is keen to promote and host
CDM projects, underlining the fact that, given the relatively
small GHG emission reduction potential of each project
or economic entity, and also with the aim of lowering the
transaction costs, the government is considering promoting
so-called “umbrella projects’. These include the number
of project sites and participants per project. So far, the
Mongolian DNA has named five potential umbrella
projects, under which potential CDM projects can be
identified and approved by the government. These are as
follows:

(i) Pollution prevention or reduction (e.g. the improved
household stoves project, which replaces or

ERINA REPORT Vol. 66 2005 NOVEMBER

improves existing inefficient coal-fired household
stoves with efficient ones in ger?® districts of
Ulaanbaatar);

(i) GHG sinks (afforestation and reforestation projects,
e.g. the government-approved national program
entitled “ Green Belt Eco-Strip”);

(iii) Renewable energy (solar, wind and hydroelectric
power generation projects);

(iv) Energy and heat efficiency improvements and
energy conservation (e.g. the government-led
housing project that plans to construct housing
for 40,000 householders may be classified in this
category);

(v) Technological improvements in industry and
agriculture (the cement production and building
materials manufacturing industries, etc.) He
emphasized that such activities are lacking attention
and are lagging behind the others.

Moreover, Mr. Bayasgalan noted that overall, there
are not enough activities being undertaken with the aim
of developing CDM projects in Mongolia. He emphasized
that activities in the above mentioned areas have a good
probability of being approved by the government as CDM
projects, with economic entities, researchers, analysts and
consultants jointly developing CDM project proposals.

Furthermore, ERINA’s concept paper on the regional
application of CDM/JI in Northeast Asia (NEA), which
emphasizes that this will become the new dimension in
enhancing development cooperation in the region, was
presented by the author. It was emphasized that the region's
economic and resource diversities and complementarities
encourage cooperation aimed at reducing GHG emissions
and promoting investment in clean and best available
technologies. The NEA region consists of both Annex
I (Japan, Russia) and Non-Annex | countries (China,
Mongolia, ROK and DPRK), and five of the region’s
countries (the DPRK being the exception) are parties
to the Kyoto Protocol, so CDM/JI projects can be
implemented within aregiona framework. Therefore, NEA
has a tremendous opportunity to benefit from the Kyoto
Mechanisms (CDM/JI) by integrating their economic
development and environmental conservation policies and
activities.

A comprehensive presentation on practical CDM
applications and experiences was then delivered by two
representatives of Mitsubishi Securities, Mr. Junji Hatano,
Chairman of the Clean Energy Finance Committee, and Mr.
Adrian Stott, Committee CDM Analyst. It was emphasized
that, although the Kyoto Protocol’s commitment period is
2008-2012, CDM has aready started worldwide, as GHG
emissions reductions prior to 2008 qualify for inclusion and
can be “banked” for use during the commitment period.
They also underlined that the CDM process is |ess onerous
than it seems at first; and it is the host party’s prerogative
to confirm whether a CDM project assists in achieving the
country’ s sustainable development goals. Such confirmation
is an essential element for a project to qualify as a CDM

2 The author is one of the co-founders.
® Mongolian traditional felt houses
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activity.

The presenters indicated that, if a project qualifies as
a CDM project, it will not only benefit from revenue from
Certified Emission Reductions (CERs), but will also gain
higher project status as a result of CDM designation, in
terms of its public value, learning experience and increased
attractiveness to both equity investors and lenders.

During the question and answer session, the
Mongolian participants indicated that the lack of domestic
financial sources for CDM projects is the main barrier to
implementing the projects. Therefore, it would be necessary
to seek some specia externa financial sources, such as the
Japanese government, to fund such projects. However, it
might be more appropriate to register the proposed CDM
project first, and then look for potential investors, as it
would be a more attractive and financially viable project. In
this case, it would be much easier for the project to attract
equity investors, lenders, or CER buyers in the growing
carbon market worldwide.

This seminar was a good chance for Mongolian project
developers to consult with experienced CDM project
analysts, such as Mitsubishi Securities, which is one of
the few project developers that have two methodologies
approved by the CDM Executive Body (EB). Only 22
methodol ogies worldwide had been approved by the EB at
that stage, out of the 115 that had been submitted since the
EB was established by a decision at the 8th Plenary Meeting
of the Conference of Parties to the UNFCCC (COP8) in
November 2001. One of the approved methodologies is
biomass power generation, while the other is methane
extraction from organic wastewater and its utilization for
power generation.

Many attractive proposals and ideas for implementing
CDM projects were presented by the Mongolian
participants, both from the business community and
governmental agencies. Following this seminar, a
consultancy agreement was concluded between a
Mongolian project developer and Mitsubishi Securities to
proceed with a CDM project, and some others are expecting
progress soon.

5. Potential CDM Projectsin Mongolia

Similarly to most of the other countries in the
world, the energy sector of Mongolia is the country’s
largest contributor to its GHG emissions, as noted earlier.
Therefore, most of the potential GHG emission reduction
projects can be found in the energy sector, in the areas of
energy supply and energy demand.

In terms of energy sources, Mongolia is almost
completely reliant on coal. In 2004, more than 90% of
total electricity generation was produced by coal-fueled
combined heat and power (CHP) stations, while 1.2%
was generated by off-grid diesel stations and 0.3% by
hydroelectric power stations. Transmission and distribution
losses account for about 25% of total generation.

The industrial sector is one of the largest energy
consumers, consuming about 70% of the electricity and
28% of the heat produced. Erdenet copper mine, owned
by Mongolia's mining giant Erdenet Mining Corporation,
accounts for about 36% of electricity use and about 15% of
peak power demand.

Studies of energy-related GHG emission reduction and
mitigation options have been carried out in Mongolia; these
options in the areas of energy supply and demand were
prioritized according to their emissions reduction potential
and their technical and economic feasibility (Table 5.1). For
example, in the field of energy supply, small- and medium-
scale energy conservation projects, household stove and
furnace modernization and improvement projects, and
projects involving the installation of new, highly efficient
boilers to replace old, lower-efficiency ones have a higher
GHG emission reduction potential. At the same time,
projects involving the installation of new, highly efficient
boilers to replace old, lower-efficiency ones, steam saving
technology, and the installation of electric boilers were
identified as the most cost-effective of the projects.

On the energy demand side, all the options showed
considerable CO, mitigation potential in general.
Nevertheless, projects in the fields of district heating and
the built environment, building insulation improvements,
and improvements to the district heating system in buildings
have higher GHG emissions reduction potential, while
those relating to good housekeeping, building insulation
improvements, and lighting efficiency improvements were
the most cost-effective.

Another potential field for CDM projects in Mongolia
is GHG sinks. One such project could be the government-
led afforestation program entitled “Green Belt Eco-
Strip” - a national program approved by the Mongolian
government in 2005. The objective of this program is to
create a “green belt”, which completely covers the area
where the Mongolian Gobi and steppe regions meet, in an
effort to reduce escalating losses of forest reserves, desertifi
cation, sand movement, and dust and sand storms caused by
climate change and inappropriate anthropogenic activities.
The program is planned to be implemented in three phases
over a 30-year period. The “Green Belt Eco-Strip” will
be 2,500km long and not less than 600m wide, covering
atotal area of 150,000ha. In addition, sub-strips covering
50,000ha will also be planted in adjacent areas of the Gobi
and steppe regions at the same time as the main eco-strip,
to prevent sand movement and desertification. The planned
location of this “Green Belt Eco-Strip” is shown in Figure
5.1 (MNE, 2005).

6. Conclusion

Environmentally friendly and pollution-free
development strategies and actions are increasingly
becoming priority policy agendas not only for industrialized
nations, but also in the developing world; and Mongolia is
no exception. The CDM, one of the flexibility mechanisms
of the Kyoto Protocol, enables developed nations to
mitigate the costs of compliance with their greenhouse
gas reduction commitments under the Kyoto Protocol,
while also allowing developing countries to acquire funds
for clean development projects. This presents a good
opportunity for Mongoliato benefit from this mechanism.

Indeed, many attractive CDM projects can be
implemented in Mongolia in energy-related activities in
amost al industrial, residential and service sectors, as well
as transportation and agriculture. GHG sink projects can be
found in the afforestation and reforestation sectors. The first
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Table5.1. Priority of GHG Emission Reduction Projectsin Mongolia

Priority by Emission Reduction
Potential

Priority by Cost-Effectiveness

Energy Supply o Small- and medium-scale energy | o Installation of new, highly efficient

conservation boilers to replace old, lower-efficiency

0 Modernization and improvement of | ones
household stoves and furnaces 0 Steam saving technology

o Installation of new, highly efficient | o Installation of electric boilers
boilers to replace old, lower - | o Modernization of household stoves
efficiency ones and furnaces

o Converting steam boilers into small | o Converting steam boilers into small
capacity thermal power plants capacity thermal power plants

o Improving coal quality o Renewable energy (hydropower,

o0 Coal briquetting wind, solar)

oApplication of effective mining | o Rehabilitation and refurbishment of
technology and facilities, including | CHP
selective mining and dewatering
system coal handling plants

o Renewable energy (hydropower,
wind, solar)

o0 Rehabilitation and refurbishment of
CHP

Energy Demand o District heating and built environment | 0 Good housekeeping

0 Building insulation improvements

o Improvements of district heating
system in buildings

o Lighting efficiency improvements

0 Good housekeeping

0 Engine efficiency improvements

o Technology improvements in the
cement industry (switching to dry
processing)

0 Building insulation improvements

o Lighting efficiency improvements

o Improvements of district heating
system in buildings

0 Engine efficiency improvements

Source: Dorjpurev, 2005

Figure5.1. Location of the Mongolian National Program “ Green Belt Eco-Strip”

Planned location of the “ Green Belt” Eco-Strip

practical steps have been taken by both the government and
private businesses and the first project registered with the
CDM EB is expected to be launched in the very near future.

Nevertheless, in order to promote and accelerate

CDM project activities in Mongolia, certain efforts need
to be made, especially from the government side. These
include, but are not limited to: (i) establishing an inter-
agency committee (IAC) for screening and approving
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CDM projects, as an urgent priority; (ii) mapping a national
concept and action plan for effective implementation of
the Protocol and hosting CDM projects; (iii) nurturing
and supporting domestic companies to enable them to
qualify as national DOE; (iv) practica attempts to promote
matchmaking between potential investors and project
developers, building public awareness and networking;
(v) developing the national GHG emissions inventory
system; (vi) preparing a national registry of GHG emissions
and CER units; and (vii) preparing for the post-Kyoto
negotiations.
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Research Division: International Activities,
Conferences and Workshops January - July 2005

On January 14, Chairman of the Board of Trustees Susumu
Y oshida delivered a speech at the Institute for International
Trade and Investment, in Tokyo.

On January 15-16, Chairman of the Board of Trustees
Susumu Y oshida took part in a meeting of the Japan
Institute of International Affairs Japan-China Energy
Council, which was held in Tokyo.

On January 17, Visiting Researcher Zhao Y uhong joined
ERINA from the Liaoning Academy of Social Sciences.

On January 18, the 4th Tokyo Seminar on the New
Northeast Asiatook place at the American Center, Tokyo.

On January 20, Chairman of the Board of Trustees Susumu
Y oshida took part in Japan-Russia Round-Table Meeting,
which was held in Tokyo.

Between January 24-30, Chairman of the Board of Trustees
Susumu Y oshida took part in various events in Khabarovsk
and other locations in Russia, including participating in
the honorary degree conferment ceremony held by the
Economic Research Institute of the Far Eastern Branch of
the Russian Academy of Sciences, in Khabarovsk.

On January 27, Associate Senior Researcher Masayuki
Tsukuba took part in a meeting of the Exploratory
Committee on Attracting Chinese Businesses and Capital
Imports, which was held in Niigata City.

Between January 31 - 4 February, Researcher Mitsuhiro
Mimura visited research institutions in Seoul to exchange
information.

On February 10, Chairman of the Board of Trustees
Susumu Y oshida attended the board meeting of the Japan-
China Northeast Development Association, which was held
in Tokyo.

On February 14, the 5th Tokyo Seminar on the New
Northeast Asia took place in the Capitol Tokyu Hotel,
Tokyo.

On February 14-15, Senior Fellow Ikuo Mitsuhashi took
part in the Korea Maritime Institute International Seminar
on the Promotion of Pyeongtaek Port, which was held in
Pyeongtaek, ROK.

On February 17, Chairman of the Board of Trustees
Susumu Y oshida took part in the Seminar on Investment,
Finance and the Property Market in Russia, which was held
in Tokyo.

On February 20-24, Senior Fellow lkuo Mitsuhashi
and others took part in the “Vladivostok - Aomori
Ferry Seminar” at the Aomori Port Internationalization
Conference, which was held in Vladivostok.
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On February 23, Chairman of the Board of Trustees
Susumu Y oshida took part in the General Meeting of the
Japan-China Northeast Development Association, which
was held in Tokyo.

On February 24, Chairman of the Board of Trustees
Susumu Y oshida and others took part in the Japan-Russia
Round-Table Meeting, which was held in Tokyo.

On February 25, Chairman of the Board of Trustees
Susumu Y oshida took part in the Workshop on Promoting
the Formation of the Northeast Asian Economic and
Cultural Exchange Zone, which was held in Tokyo.

On March 2, Chairman of the Board of Trustees Susumu
Y oshida participated in a video conference organized by the
Nizhny Novgorod Japan Center.

Between March 3-5, Senior Economist Hisako Tsuji
participated in the Working Group Planning Meeting on
Future Multilateral Economic Engagement with the DPRK,
which was held in Honolulu, and presented a paper.

On March 8-9, ERINA held the Niigata Japan-Russia
Energy Forum 2005 in Toki Messe, Niigata City.

On March 11, Chairman of the Board of Trustees Susumu
Y oshida took part in the Northeast Asia Economic
Committee meeting, which was held in Tokyo.

On March 14, Chairman of the Board of Trustees Susumu
Y oshida delivered a speech to the Niigata Prefecture
External Science and Technology Exchange Association, in
Niigata City.

On March 18, Chairman of the Board of Trustees Susumu
Y oshida attended the 25th Meeting of Directors and
Assessors of the Japan-Russia Foundation for Cooperation
in Medicine and Healthcare, which was held in Tokyo.

Between March 14-18, Associate Senior Economist
Tomoyoshi Nakajima visited Seoul to conduct a survey of
macro-economic trends in the ROK and the potential for a
Japan-ROK FTA.

On March 15-16, Chairman of the Board of Trustees
Susumu Y oshida took part in the Symposium on China's
Energy Problems and Resource Development in Siberia and
Far Eastern Russia, which was held in Tokyo.

On March 23, Chairman of the Board of Trustees Susumu
Y oshida took part in a meeting of the Board of Assessors of
the Japan-China Economic Association, which was held in
Tokyo.

Between March 24-26, Research Division Director
Vladimir lvanov took part in the Korean Energy Economics
Institute’s International Symposium on Northeast Asian
Energy Cooperation, which was held in Seoul.

On March 28, Research Division Director Vladimir Ivanov
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visited Tokyo for a meeting with Yevgeny Primakov,
President of the Russian Chamber of Commerce and
Industry.

On March 30, Chairman of the Board of Trustees Susumu
Y oshida took part in the Japan-Russia Joint Symposium,
which was held in Tokyo.

On April 10, The Modern ROK Economy: Evolving
Paradigms was published.

On April 11-12, Senior Fellow Ikuo Mitsuhashi took
part in the ESCAP National Workshop on an Integrated
International Transport and Logistics System for Northeast
Asia, which was held in Ulaanbaatar.

On April 22, Chairman of the Board of Trustees Susumu
Y oshida took part in the Heilongjiang, Liaoning & Dalian
Investment Briefing and Business Talks Meeting, which
was held in Tokyo.

On April 28, Chairman of the Board of Trustees Susumu
Y oshida and others took part in the seminar Japan-ROK
Cooperation and Prospects for the East Asian Community,
which was held in Tokyo.

On May 9, Chairman of the Board of Trustees Susumu
Y oshida took part in a reception to commemorate the 60th
Anniversary of Victory Day in Russias Great Patriotic War,
which was held in Tokyo.

On May 10, Chairman of the Board of Trustees Susumu
Y oshida delivered a speech to the International Affairs
Committee of the Niigata Association of Corporate
Executives, in Niigata.

On May 20, Chairman of the Board of Trustees Susumu
Y oshida delivered a speech at the 3rd Workshop on Marine
Security, which was held in Tokyo.

Between May 24-27, Chairman of the Board of Trustees
Susumu Y oshida took part in the 2005 Japan-China
Economic Cooperation Conference in Shenyang.

On June 5-6, ERINA held the Northeast Asia Economic
Conference Organizing Committee Environment Experts
Meeting, at Hotel Nikko Niigata.

On June 6, internship students from the Monterey Institute
of International Studies, R. Yokochi and R. Beisecker,
began their program at ERINA, which finished in mid-
August.

Between June 6-8, ERINA held the 2005 Northeast Asia
Economic Conference in Niigata, which took place in Toki
Messe.

Between June 8-14, Associate Senior Economist Tomoyoshi
Nakajimatook part in the 8th Annual Conference on Global
Economic Analysis, which was held in Lubeck, Germany.

On June 9-10, Senior Fellow Ikuo Mitsuhashi took part in
the ESCAP Transport Experts' Conference, which was held
in Busan.

Between June 13-17, Researcher Kazumi Kawamura took
part in the Niigata Port Development Association's fact-
finding survey concerning international ferries in Northeast
Asig, in Incheon and Dalian.

Between June 14-18, Senior Economist Hisako Tsuji took
part in the Stanley Foundation’s Conference on Future
Multilateral Economic Cooperation with the DPRK, which
was held in Berlin.

Between June 15-23, Researcher Mitsuhiro Mimura took
part in a symposium organized by the US Institute for
Defense Analysisin Washington D.C.

Between June 18-24, Researcher Shagdar Enkhbayar
took part in a GTAP training course, which was held in
Heraklion, Greece.

On June 30 - July 1, Researcher Shagdar Enkhbayar took
part in a CDM workshop, which was held in Ulaanbaatar,
Mongolia.

On July 1, Chairman of the Board of Trustees Susumu
Y oshida took part in the Japan-Russia Round-Table
Meeting, which was held in Tokyo.

On July 5-8, Researcher Mitsuhiro Mimura took part in a
workshop, which was held by the East Asia Technology &
Economic Center in Dalian.

On July 8, the preparatory meeting for the Multilateral
Energy Links in Northeast Asia project was held in
ERINA'’ s conference room.

On July 12, Chairman of the Board of Trustees Susumu
Y oshida attended the plenary meeting of the Nippon
Keidanren Committee for Japan-Russia Business
Cooperation, which was held in Tokyo.
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