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On the Special Feature: The Russian Far East

On the Special Feature: The Russian Far East

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

Summary

Shortly after the publication of this edition, the second “Eastern Economic Forum” is to be held in Vladivostok on
2-3 September 2016. It is hoped that it will be further established as an event on a par with the “St. Petersburg
International Economic Forum” held in June every year, and which has already established an international reputation. It
is not necessary to point it out again, but President Vladimir Putin has been placing emphasis on the development of the
Far Eastern region. In addition, amid the changes in the international situation in recent years, Russia has strengthened
its eastward orientation. Under such circumstances, this edition’s special feature has focused on the Russian Far East. It
includes a total of three papers from Russia and Japan.

The first paper is one jointly authored by Oleg Renzin, Deputy Director, and Denis Suslov, Senior Research Fellow,
both of the Economic Research Institute, Far Eastern Branch of the Russian Academy of Sciences, and Vladimir
Kuchuk, Advisor, Ministry for the Development of the Russian Far East. The paper is one element for determining the
prospects of the development of the Russian Far East, and takes as its principal subject the moves toward the economic
integration of the Asia—Pacific region. In the first half it creates a picture of the special characteristics of the US-led
“Trans-Pacific Partnership (TPP)” and the China-led “Silk Road Economic Belt”. In the second half it particularly
emphasizes relations with China and points out the problems of the bilateral economic agreements to date. In addition, it
concludes that future China—Russia economic cooperation will probably continue developing in line with an optimistic
scenario.

The second paper was written by Satoshi Sakai, Senior Advisor, Russia Natural Gas Business Department, Natural
Gas Business Division, Mitsubishi Corporation, and ERINA Collaborative Researcher. After giving an overview of the
problems which Russia’s oil and natural gas sectors have, he discusses the prospect for exports of oil and natural gas.
Regarding exports of crude oil to the Asia—Pacific region, from the construction of the “Eastern Siberia—Pacific Ocean
(ESPO) pipeline” on they appear to be progressing smoothly. However, in circumstances of a dependence on a
considerable degree of export volume of western Siberian crude oil, they have various problems, such as profitability.
Regarding exports of natural gas to Europe, price cuts have been forced, and it may become necessary to deal with a
new era with exports to Asia.

The third paper was written by myself with Daisuke Saito, Deputy Director General, Institute for Russian & NIS
Economic Studies, Japan Association for Trade with Russia & NIS, and ERINA Collaborative Researcher. We take as
the principal problem in recent years the investment-attraction-style Far East development policy which the Russian
government has pursued. One of its aims is to present to the reader the various newly introduced systems. Another aim
is the throwing into relief of the significance and challenges for the systems, via observation of what kind of firms are
using these systems and are intending to use them. A considerable number of firms have already decided on investment
projects, and it is hoped that new systems will raise results. Other than that, the discrepancies between the forms aimed
at the time of preparation of several systems and those in realization are continuing to become clear.

Each paper in this special edition points out a variety of problems that could become obstacles to the development of
the Russian Far East. Many have arisen at the stage of realization of concepts and strategies via the execution of several
concrete operations and projects. These are points to note when Japan and other countries promote cooperation with
Russia.

[Translated by ERINA]
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Summary

In this paper we examine the moves on integration which Russia is undertaking in the Asia—Pacific region, while
implementing the program of an eastward shift announced by Russia’s leaders. In order to solve this issue effectively,
choosing the most rational format for the mutual cooperation of the countries in this region has intrinsic significance.
Both the existing structure of APEC and the new integration megaprojects of the US-led “Trans-Pacific Partnership”
which is taking shape and the “Silk Road Economic Belt” announced by China do not completely conform to Russian
respect regarding leadership. As an alternative proposal toward these integrated entities, in June 2016 President Vladimir
Putin announced the beginning of work relating to the new Great Eurasian Partnership (GEP) as one conceptual project.
All the member states other than Russia of the Eurasian Economic Union (EEU: Belarus, Kazakhstan, Armenia and
Kyrgyzstan) will be able to participate in the GEP in the integration model the president mentioned. Other than that,
“Great Eurasia” is being opened to Europe also. This paper points out that the possibility of realizing such projects in the
current environment is connected to China’s position to a fair degree. China may adopt a concept to link up its own
integration projects with those of Russia, may adopt a neutral stance, or may find a structure opposed to its own “Silk
Road Economic Belt” in the Russian project. It is indicated that amongst these the first scenario has the highest

possibility of realization, and reciprocal items will be found through the mutual adjustment of projects.
[Translated by ERINA]
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Summary

The Russian oil and gas industries have got rather many problems to solve, some of which have been complicated by
the anti-Russian economic sanctions of the West over the Ukrainian issue in 2014 and the crude oil price dive in the
world market from the latter half of 2014.

This paper overviews their problems and, among them, picks up for some details of the Russia’s plans to export oil
and gas to the Asian-pacific regions.

For oil, Russia and China have made 3 governmental agreements since 2005 and, based on them and if everything
goes well, nearly 40 mil t/y of crude oil will be traded between them in near future by pipelines. Meanwhile, this deal
may not guarantee profitability of Russian oil companies when we consider the huge and costly distance of oil
transmission by pipelines from West/East Siberia to the Russia/China border, under the current low oil price level.

For gas, Russia pursues both pipeline gas export to China and the expansion of LNG sales. The gas demand by
China, however, becomes rather uncertain and both countries are not sure when and how much gas China needs from
Russia. Furthermore, due to the recent sharp downwards change of LNG price, they cannot identify what gas price shall
be fair. This price factor also affects the LNG sales expansion plan and its business profitability may largely depend on
the world LNG market conditions beyond 2021.
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to the New Russian Far East Regional Development Policy

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

SAITO, Daisuke

Deputy Director General, Institute for Russian & NIS Economic Studies, Japan Association for Trade with Russia & NIS,
and ERINA Collaborative Researcher

Summary

In 2014 the government of the Russian Federation introduced a system of special zones termed “Special Advanced
Economic Development Zones” as a new policy tool for the development of the Far Eastern region, and continuing in
2015 introduced the special zone system of the “Free Port of Vladivostok”. Both are concepts with a core of economic
development and attracting company investment.

Fully meeting certain conditions within these systems, firms which have had their status recognized as “resident” are
able to enjoy preferential treatment in such areas as taxation. Up to June 2016 a total of 12 localities have been
designated as Special Advanced Economic Development Zones, a total of 56 firms have been registered as resident, and
in the Free Port of Vladivostok 36 firms have been registered as resident. A portion of the firms are already at the
operational stage, but many firms are at the preparatory stage aiming toward doing business.

As it is premature at the present point in time to discuss the success or failure of these systems, in this paper we will
take as the central issue the summarizing of the facts centered on the circumstances of the expansion of firms and the
introduction of case examples. We would be very happy if this paper aids people such as those related to private
enterprises within Japan to understand the new special zone systems.

[Translated by ERINA]
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Global Marketing by Snow Peak Inc.
- A Study of Market Development in the ROK -

TOMIYAMA, Eiko

Vice President in Charge of Regional/lnternational Affairs and Professor
Graduate Institute for Entrepreneurial Studies

Summary

Faced with declining domestic demand and changes in the industrial structure and market needs, Japanese companies
need to tap into overseas demand to ensure future growth. Founded in 1958 and headquartered in the Niigata Prefecture
city of Sanjo, Snow Peak is a company that develops, manufactures, and sells outdoor lifestyle products. It began to
export its products to the U.S.A. in 1996 and its net sales overseas have grown to account for approximately 33% of
total net sales (actual figure for FY2014). This paper analyzes the reasons for this from the perspective of the
configuration and coordination of its global marketing, with a particular focus on the ROK, which is one of Snow Peak’s
main markets.

Firstly, It has gained from consumers for its perspective on the world, focused on “making everyone involved with
Snow Peak happy by connecting people to nature, and people to people” via its championing of an “outdoor, natural
lifestyle.” It has established directly managed stores in the ROK, Taiwan, and the U.S.A., as it attaches great importance
to the role played by its stores. Its staff are ambassadors for the brand concept, communicating it to customers and
advocating an outdoor, natural lifestyle. As well as being places where consumers can gain first-hand experience of the
brand and purchase its products, the stores evoke a sense of sympathy among consumers for the brand’s perspective on
the world and the lifestyle that it advocates, while the camping events offer customers the opportunity to participate in
creating value with the company.

Secondly, it takes a clear stance that it needs to offer even greater value to customers in the form of high-performance
products with a high design sensibility, so it is pursuing economies of scale through standardization in the areas of
product procurement, manufacture, and supply. At the same time, it also adapts to local markets, as demonstrated by the
fact that its subsidiary in the ROK offers camping events that differ from those in Japan, creating ways of making the
company’s products, services, and stores more appealing to the local market.

Thirdly, the company is a “brand community” business. Consequently, strengthening relationships between local

staff and users in each country is crucial.
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