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Special Feature: The Role of and Expectations for Tianjin

Municipality within Northeast Asia

TSUKUBA, Masayuki
Deputy Director, External Relations Division, and Associate Senior Researcher,
Research Division, ERINA

Continuing on from the economic development in the
1980s of the Pearl River Delta centered on the Shenzhen
Special Economic Zone (Huanan®), and in the 1990s of the
Y angtze River Delta centered on the Pudong New Area
(Huadong?), the Chinese government, in order to stimulate
the Bohai Sea Rim Economic Region in northern China, has
incorporated the development of the Tianjin Binhai New
Area into the national development strategy as the "third
economic growth pole", and granting a suite of special
breaks in finance, land, customs bonding and financial
taxes, is actively advancing the development and opening-
up to the outside world of Tianjin Municipality.

Tianjin, which fronts Bohai Bay, is the foreign trade
gateway for the capital, Beijing, adjoins China's Northeast
region in addition, and isitself aiming to become the center
of Northeast Asia. In the future, via the integration of its
regional economy in terms of policy and the formation of
a domestic transportation and distribution network, it is
considered that the degree of connectedness with China's
northeastern area, which isamajor industrial areain China,
will move up to a higher level. The building of relationships
between Japan and the Tianjin area in the future will
probably be of major significance in promoting the policy
for the revitalization of the Northeast old industrial base
and cooperation in Northeast Asia.

The Tianjin Binhai New Area is located in the center
of the Bohai Sea Rim Economic Region, and is made up
from Tianjin Port, Tianjin Binhai International Airport,
an economic-technological development area, an export
processing zone, a free trade zone and an area with various
capabilities. Construction was decided on in 1994, and
currently over 7,000 foreign-investor enterprises have
set up operations; with the nurturing of a large industrial

cluster centered on manufacturing industry, it has steadily
consolidated into an industrial base.

In this special feature we have been granted
contributions from specialists in various fields on the theme
of the role of and expectations for Tianjin Municipality and
the Binhai New Area, which are expected to develop further
in the future. From Professor Katsuo Iwata and Wang
Yaxin of the Faculty of Economics/Graduate School of
Economics, Ritsumeikan University, we have received an
explanation of the significance of the Binhai New Areafrom
the necessity of East Asian economic cooperation, with a
global perspective including the latest developments in the
world economy. Kazuhiro Momomoto, Deputy Director
General, and Mr. Lee Haechang, Assistant Manager of the
Japan External Trade Organization (JETRO) Seoul Center,
have, in joint-authorship with ERINA researcher Mr. Zhu
Y onghao, given us a precise analysis focusing on actual
instances in Tianjin Municipality regarding the expansion
into China of ROK enterprises.

In addition, from the Tianjin Academy of Social
Sciences, in a co-authorship tie-up in this special feature,
we have received contributions from Ms. Ping Liqun
and Ms. Tian Xianglan of its Institute of Japan Studies
regarding financial services and the current situation of
and challenges for international transport and logistics in
Tianjin; and this author and Mr. Cheng Y ongming, Vice-
Director of the Institute of Japan Studies, have collaborated
concerning the grand plan for the Binhai New Area and the
developments in and the prospects for the entry of Japanese
enterprises.

| would like to express my gratitude to all for their
contributions to this publication.

[Trandlated by ERINA]

! Huanan, or "south China", denotes the area including Guangdong Province, Guangxi Zhuang Autonomous Region and Hainan Province.

[Translator's note]

? Huadong, or "east China", denotes the area including Shandong Province, Jiangsu Province, Zhejiang Province, Anhui Province, Jiangxi Province,

Fujian Province and Shanghai Municipality. [Translator's note]
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The Establishment of the East Asia Economic Community and
the Development of Tianjin Binhai New Area

IWATA, Katsuo
Professor, Faculty of Economics, Ritsumeikan University
WANG, Yaxin
Doctora Student, The Graduate School of Economics, Ritsumeikan University

Summar

The Tianjin Binhai New Area is one of the largest econom>i/c development zones, ranking alongside the Shanghai
Pudong New Area. The Tianjin Binhai New Areais characterized firstly by its location fronting the Bohai Seain northeastern
China, which abounds with natural resources such as petroleum and natural gas. Secondly, high-tech industries, such as the
automobile and petrochemical industries, are concentrated in the area, including the free zone. Thirdly, it is distinguished by
its environmental ly-responsive industry.

This paper analyzes the impacts of the Tianjin Binhai New Area on the Chinese economy in relation to
world economic trends, identifies the relationship between the significance of creating an East Asia Economic
Community and the Chinese economy, and points out the challenges for the Chinese economy concerning its
sustainable development and possible solutions.
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The Grand Plan for the Tianjin Binhai New Area and the
Developments in and Prospects for the Entry of Japanese

Enterprises

TSUKUBA, Masayuki
Deputy Director, External Relations Division, and Associate Senior Researcher, Research Division, ERINA
CHENG, Yongming
Vice-Director and Assistant Researcher, Ingtitute of Japan Studies,
Tianjin Academy of Social Sciences

Summar

Chinas Bohai Sea Rim Economic Region is an area straddlingthe two major municipalities of Beijing and Tianjin, and
the three provinces of Shandong, Liaoning and Hebei. This economic region, as a starting point of the Eurasian Land-Bridge
which links China and Europe, passing through Russia from the Xinjiang Uygur Autonomous Region, occupies a key position
in transportation and distribution in Northeast Asia, is hoped to also have arole as a node connecting to Huanan (south China),
Huadong (east China), the Northeast and the Northwest inland area, and is playing akey rolein national strategy.

In the regiona promotion plan for the Bohai Sea Rim Economic Region, it is Tianjin that is moving forward with the
construction of a new-style international manufacturing-industry base, the "Binhai New Area’, and aiming to become the
center of the economic region and of the Northeast Asian region.

In the first half of this paper we have summarized and examined the history of the development of Tianjin, the changes
in development following opening and reform, recent developments and future development plans, and the characteristic
features of the inflow of overseas capital in recent years. In the second half, along with a commentary on such things as the
grand plan for the Binhai New Area, which received national authorization as a "National Pilot Zone for Overall Reform" and
the developments for foreign-investor enterprises, we have surveyed the position of Tianjin in the geographical distribution of
investment into China by Japanese enterprises, and the current situation and the future for Japanese enterprises in Tianjin and
the Binhai New Area.

[Tranglated by ERINA]
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The Potential for and the Measures toward the Construction of
a Modern Financial Services System in Tianjin

TIAN Xianglan,
Assistant Researcher, Institute of Japan Studies, Tianjin Academy of Social Sciences

Summary

Tianjin is the economic center of northern China. For Tianjin, building itself into the financial center of the north is a
long-term aim. For that reason, a fully-fledged financial system, a developed financial market, and effective financial service
functions are necessary. As there is till along way to go until that aim is realized, at this stage they are only aiming for a
modern financial services system and ultimately it is planned that, linking up with Beijing, they will jointly build a northern
financia center. Analyzing the current situation from the historical background of the construction of a modern financial
services system in Tianjin, the existing conditions, and strategies, and highlighting the issues that should be solved, | hope this

paper will offer policy proposals relating to the development of the future Tianjin finance industry.
[Translated by ERINA]
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The Impact on Japanese Enterprises of the Designating of the
Tianjin Binhai New Area as "The Northern International Air
Transport Center and International Logistic Center"

PING Liqun,
Assistant Researcher, Institute of Japan Studies, Tianjin Academy of Social Sciences

Summar

Aiming at establishing production bases in response to glogdizmion, Japan's multinational enterprises involved in
production have implemented strategies to internationalize their internal management. Additionally, Japanese-style business
ties between companies have settled on a strategy of "the centralization of procurement and the centralization of supply."*
For that reason, the productive performance of Japan's multinational enterprises involved in production tends to be dependent
on the level of physical distribution of the country into which expansion is taking place. Based on an examination of the
current state of Tianjin's airport and port, and the prospects for the future, |1 would like, in this paper, to give an analysis of the
influence on Japanese firms of the designating of the Tianjin Binhai New Area as "the Northern International Air Transport
Center and International Logistic Center"

Keywords airport, port, centralization of procurement, centralization of supply
[Translated by ERINA]

! A strategy to concentrate the supplying of overseas subsidiaries, after the Japanese parent companies have moved forward with a
centralization of procurement [Translator's note, from the author's explanation]
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The Current Status of and Challenges in the Expansion of
ROK Enterprises into China
With a focus on Tianjin Municipality

MomomoTo, Kazuhiro,
Deputy Director General, JETRO Seoul Center
LEE, Haechang,
Assistant Manager, JETRO Seoul Center
ZHu, Yonghao,
Researcher, Research Division, ERINA

Summar

Accompanying the progress in economic globalization in theylatter half of the twentieth century, domestic production
costs in the ROK have risen, and one after another ROK enterprises have transferred their production bases abroad.
Particularly in recent years the shift to China has been marked. The most important indicator of this is the increase in foreign
direct investment into China and the expansion of production basesin China.

Concerning the ROK's direct investment into China, labor-intensive SMEs expanded into Shandong Province, Tianjin
Municipality and Liaoning Province in the mid-1990s, but in recent years investment has been concentrated also in Huadong
[east China] centered on Jiangsu Province.

The ROK's direct investment into China has been an engine for exports to China, with the result that the increase in
exports to Chinais striking. The export inducement effect of an increasing export of components to China accompanying the
expansion of ROK firmsinto China, and the import inducement effect of a reverse import taking place from ROK enterprises
in China to the ROK, have both been seen. As a result, for the ROK, China, as an export destination, overtaking the United
States in 2003, and also as an import source, overtaking Japan in 2007, has become number one in both respects. In this way,
for the ROK, China's presence as a trading partner has markedly increased.

Tianjin Municipality, dealt with in this paper, through the promotion of construction of the Bohai Sea Rim Economic
Region and the Tianjin Binhai New Area, is drawing attention as China's new economic growth spot. While its role as the
gateway to the capital, Beijing, is great, for the geographically-close ROK the city is rated as an important base for the
expansion in China of ROK firms.

Formerly there were many ROK firms that expanded into Tianjin for the cheap labor-force, but in recent years there have
been more enterprises which are conscious of the Chinese domestic market. The ROK companies which are expanding into
Tianjin are mostly concentrated in high-tech industries, the IT industry and the automobile industry, as well as component and
parts-supply industries for automobiles and telecommunications. The Tianjin production bases of Samsung Electronics and
L G Electronics can be given as instances of large-scale investments.

Although ROK enterprises in China are actively developing their business, they are aso facing problems and challenges
such as (1) arise in costs, particularly labor costs; (2) intensifying competition with local firms; and (3) frequent changes in
regulations and systems. These are common problems for foreign-invested companies and are not limited to ROK enterprises
in China, yet as specific problems for ROK enterprisesin Chinathey can highlight the smallness of the firm.

From late 2007 to the start of 2008, instances have often been reported where the management flees abroad without
a proper settlement of accounts (a so-called "unannounced withdrawal"). For small and medium-sized ROK enterprises in
China, the business environment in China is continuing to be fierce, including the rise in labor costs, the appreciation of the
yuan, the implementation of an employment contract law, and the unifying of businessincome taxation.

Despite such a harsh business environment, ROK enterprises in China, when seen as a whole, are showing, as before, a
positive attitude toward business in China. Not only manufacturing industry, but service industries are also continuing to be
active in expanding into China.

[Trandated by ERINA]
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Sino-Russian Economic and Trade Relations:
The Current Status, Challenges and Prospects

Liu Fenghua,
Associate Professor, Institute of Russian, Eastern European and Central Asian Studies, Chinese Academy of
Social Sciences
Summary

Sino-Russian trade has increased for eight consecutive years. The two countries’ economic cooperation has gradually
expanded and the economic and trade results are well known. The problems therein, however, cannot be ignored. The two
countries' border trade is not organized on rational lines, the scale of mutual investment is small, the method of trade needs
to be standardized, and a trade service system in agreement with international practice has still not been established. The
governments of China and Russia have worked actively toward the solution of these problems, and they are striving to
promote development where the trade of both countries is furthered. Sino-Russian relations have been being strengthened
without letup, the two's economies have grown at high speed, and energy cooperation is also set to expand gradually. Russia
will shortly achieve membership of the WTO. From their existence, such things are thought to be favorable factors to drive the

development of Sino-Russian trade.

Keywords: China, Russia, trade relations, economic cooperation

[Translated by ERINA]
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