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Development of Transport Corridors in NEA at the Beginning of 21st Century


The globalization of the international economy is accompanied by unprecedented rates of trade growth. World export volume has increased 10 times during the last 50 years, and keeps growing even faster than GDP.


In these conditions, the importance of the world transportation network increases to the maximum, particularly that of international transport corridors (ITC). Transport serves as the resource base for industrial linkages between separate territories, and for goods exchange, plays the role of the factor organizing world economic space and provides further realization of geographical labor division.


Of particular interest in this connection are growing integration processes in the Asian Pacific region.


The role of this region in world industry and international trade is increasing and its position in the world financial system is strengthening.


There is a whole number of factors indicating the possible shift of foreign economic interests of the United States towards the Asian Pacific region.


The percentage of the contribution of U.S. west coast states to the GDP of the USA is rapidly growing. American trade relationships with Asian nations are developing much more dynamically than with West European countries. At present, the volume of Trans-Pacific trade flows exceeds Trans-Atlantic flows by almost two times.


According to the data of the World Bank, the percentage of exports generated in East Asian and Northeast Asian countries in world export turnover grew during the last 25 years up to 12% from 7% and, in absolute terms, increased by 29 times, reaching a value of $850 billion.


The economy and foreign trade of China are developing particularly rapidly. The recent economic crisis in Asia produced no appreciable effects on its growth rates.


China's foreign trade is developing even more dynamically than its national economy as a whole. Its volume has tripled during the last 10 years, by far exceeding the growth rate of world trade.


As a result of these developments, the Chinese economy, supported by developed domestic markets encompassing a population of about 1.2 billion, has undergone structural changes and begun to play an important role in the export-import trade of Asian Pacific nations.


Following the expansion of China's economy and foreign trade, the volume of ocean transportation is rapidly growing.


In this situation, the territory of Russia and, in particular, Primorsky Territory (given its favorable geographic position) with its international transport corridors, both available and being established, should become a connecting link between regions.


International transport corridors mean various transport modes handling considerable volumes of freight and passenger traffic along the routes of maximum concentration in international communications. It is assumed that all transport modes integrated into transport corridors meet international requirements and interact with and complement each other in handling freight and passenger flows. The development of a network of international transport corridors in Russia will promote its foreign trade and social linkages, improve its domestic economic situation, and enhance the competitiveness and attractiveness of domestic transport routes for transit traffic.


Growth of production and of the market creates new requirements for the transport industry. Transport, industrial logistics and finance mutually integrate.


The highest level of traffic organization is inter-modal transport systems (corridors). They allow traffic operators to use all the advantages of each transport mode and offer to clientele high-quality products and affordable prices.


This understanding resulted in the development of the Pan-European Intermodal Transport System Programme adopted in 1994 at the Cretan conference of transport ministers of European states. Priorities for corridors leading to Central and Eastern Europe were also set at that time.


The system includes nine corridors with 13 lateral branches which generally ensure approaches to Central and East Europe.


In the development of the Cretan Conference, a declaration was adopted at the Pan-European Transport Conference in Helsinki in 1997, which approved a package of general guidelines for European transport policies. The membership of this conference was shared by new EC members and countries participating in the European-Mediterranean partnership agreement.


The Russian Far East has a direct relationship to Corridor No. 2: Berlin - Warsaw - Minsk -Moscow and farther on to Urals - Far East (Fig. 1).


A new center of the world economy is rapidly emerging in the Asian Pacific region. This process places a greater emphasis on traffic between this region and Europe.


Thus, container traffic between Asia and Europe grew from 2.7 million TEU in 1991 up to 3.3 million TEU in 1995, and is predicted to reach 5.6 million TEU in 2000.


The bulk of freight traffic between Asia and Europe continues to be handled by the sea route passing through the Suez Canal. This route is operated by container ships with a capacity of 4,000-6,000 TEU, and it takes 30 days to deliver cargo from Japan/Korea. This delivery time in many cases suits neither consignors nor consignees.


The volume of air traffic is continuously growing, but air tariffs are still too high for many clients who cannot afford to use air transport services.


In this situation, rail transport, which does not depend on weather conditions, becomes the most cost saving and efficient transport mode.


To date, there are two railway routes linking Europe and Asia:


• Trans-Siberian Railroad;


• Transcontinental Eurasian Main Railroad Europe - Caucasus - Asia (TRASECA)


Of these two railroads, the Trans-Siberian Road (TRANSSIB) is a more cost effective and reliable route.


TRANSSIB is a system for the transportation of containers between Europe and Northeast Asia. This multi-modal transport system combines such transport modes as ocean-going ships, railways, trucks and relevant services. Containers are transported by sea from Japanese and Korean ports to Vostochny Port, Russia's largest container terminal with a throughput capacity of 350,000 TEU annually. In Vostochny, containers are loaded onto rail flatcars and from there carried by rail to Brest or other border-crossing stations.   From these stations, containers are delivered to destinations in Europe.


Today, TRANSSIB is an effective two-track electrified railroad line over 10,000 km long. Technically, it meets the standards of European railroads. The technical capability of TRANSSIB is sufficient to handle up to 130 million tons of cargo annually, including up to 250,000 international transit containers in TEU equivalent.


For 100 years, TRANSSIB has been providing a short and reliable transport linkage between the West and the East. It plays a major role in transit freight traffic.


The peak year in terms of traffic volume handled by TRANSSIB was 1981, when this railroad carried 138,462 TEU. The pre-reform image of TRANSSIB as that of an absolutely reliable transport service attracted many clients at that time. Clients were sure that cargoes would be delivered in time via TRANSSIB from Korea to West Europe. However, the difficulties of the transition period in the Russian economy, stronger competition from sea carriers and the appearance of new land routes as alternatives to TRANSSIB, resulted in a decline in transit traffic. By 1996, traffic volume had fallen to 22,000 TEU.


Positive trends have appeared in recent years. 1999 became the first year when the rapid decline of transit cargo flows ceased and transit traffic volume grew by 38%. Cargo flows to/from Japan and Korea grew by 3% and 57% respectively. Traffic volume amounted to 7,770 TEU to/from Japan and to 17,791 TEU to/from Korea.


For transit traffic, TRANSSIB offers some competitive edges over sea routes and Chinese rail routes.


At present, travel time from East Asia to Europe is 30-35 days. With travel time via Russia from Vostochny Port to Brest being 9-9.5 days, total delivery time is 20-22 days.


It should also be noted that TRANSSIB decreases freight tariffs, while ocean carriers continue raising their tariffs.


Apart from the above data on rates and delivery time, advantages and disadvantages in terms of distance can also be considered.


The distance between Asian Pacific countries and West Europe is about 13,000 km via TRANSSIB. The sea route, even via the Suez Canal, is 21,000 km long.


Trains can move at a speed of 65 km/hour and higher. The majority of ocean ships move at 40 km/hour and below.


The railway route via China is shorter than TRANSSIB, but railroad facilities along this route are underdeveloped and its throughput capacity is low. In addition, there is a problem of bogie transition from a narrow track to a wide track on the border between China and Kazakhstan.


Continued efforts being undertaken by Russia to develop Trans-Siberian traffic will allow reduced transport costs, expedite the delivery of cargoes and, generally, raise the competitiveness of goods carried via TRANSSIB. Furthermore, they will lead to development of the economies of Russia and other nations taking part in transportation of goods via TRANSSIB.


The extension of Cretan Corridor No. 2 from the West (Berlin - Warsaw - Minsk) to the central part of Russia (Moscow) and continuing on to the Urals - Primorye sea ports - the U.S. West Coast and Asian Pacific sea ports, would provide a shorter route for transportation of cargoes between the U.S. West Coast and Europe.


A key role in this process will be taken on by the Trans-Siberian railroad (TRANSSIB), with its available infrastructures and technical capability sufficient to handle new cargo flows.


Trails-Korean corridor and its importance for Korea. China and Russia


The recent meeting of Korean leaders has turned out to be very fruitful. The parties signed a joint declaration, which opens paths to the unification of Korea and may initiate inter-Korean economic cooperation.  Joint expert groups are to discuss economic programs and, in the first place, modernization of the transport network in DPRK. A top priority will become rehabilitation of the Trans-Korean Railroad built in 1906 - this line currently being cut by the border along the 38th parallel. ROK's and Japanese business circles have expressed their interest in developing a trans-Korean railroad. This development might further lead to the establishment of an intercontinental transport route, playing an important role in East Asia-Europe traffic. The trade turnover between East Asian nations and Europe is growing, and the issue of commodity transportation in this direction takes on critical importance.


Container traffic between the Republic of Korea and European countries in 1999 amounted to 468,270 TEU, of which only 17,791 TEU were handled by Vostochny Port and proceeded via TransSib to Europe. In Ibis, container traffic from Korea to Vostochny grew by 57% from the preceding year, 1998. The upward trend in freight traffic from Korea is continuing this year. Thus, it can be seen that Korean shippers are beginning to turn their attention towards the TransSib railway.


With consideration to the development of an inter-Korean railroad, two routes are possible for the transport flow (Fig. 2) - via Korea to Russia in Khasan and farther on via Ussuriisk to TransSib. However, there is another possible route for the inter-Korean railroad: Busan-Seoul-Pyongyang-Siniju, linked to the Chinese railway network via Shenyan-Harbin-Manchuria and continuing on to TransSib. This route is more than 1,000 km shorter than the option via Khasan and Ussuriisk. However, the Russian route (via Primorsky Territory) has an obvious advantage in transport costs.


TransSib		0.03		$/container-km


Via China		0.24		$/ container-km


By sea          	       0.3 - 0.4		$/ container-km


It should be noted, however, that the extension of the inter-Korean railroad to Khasan involves serious difficulties of a technical and economic nature. DPRKs railroads are single-track, their condition is very poor both in terms of rails and rolling stock, and their upgrade to an adequate technical condition will be very expensive. In addition, the railroads pass across mountains and have many tunnels, some of which reach 3-4 km in length.


There are 97 tunnels on the Pyongyang - Khasan section, built during the 1930-1940s for single-track traffic.


At the same time, the line Pyongyang - Siniju is considerably shorter, passes along a valley, has no tunnels and is in a better technical condition.


All these factors may reduce cost and expedite the construction of an inter-Korean railroad under the second option; Busan-Seoul-Pyongyang-Siniju and continuing on to Chinese railways.


Still, the existing overloading of the Shenyan - Harbin section and the very poor technical condition of the Harbin - Manchuria section may become serious obstacles to the realization of the Chinese route.


According to some sources, representatives of large Korean and Japanese business give preference to developing the inter-Korean railroad with view to its possible extension via China to TransSib. Thus, Hyundai (Korea) has plans to construct on the western coast of DPRK, near Nampkho port, an industrial complex closely related to the plans of a Euroasian transport corridor via China. According to these plans, 850 companies will operate in its territory and generate a total of $20 billion worth of export products annually (which is roughly equal to the present GDP of DPRK).


ROK's businessmen have plans for the development of production facilities in DPRK, with its skilled, disciplined and cheap work force. Labor costs in DPRK are considerably lower than in China, and labor costs in China are three times lower than in ROK Development of production facilities in DPRK will allow ROK to recapture its position, lost due to growing labor costs, in the traditional market of inexpensive consumer goods - electronic appliances, clothing, footwear and food stuffs. Development of the cheap export production of consumer goods will allow ROK to improve its position in the European market. For Russia this will mean the growth of transit freight traffic.


In analyzing which of the possible scenarios for development of an inter-Korean railroad is more to Russia's advantage, it should be noted that the first option with a linkage of this railroad to the line Khasan-Ussuriisk is more advantageous to Russia. This option calls for serious development of the transport infrastructure of Khasansky County of Primorsky Territory. The developed transport infrastructure of Primorsky Territory will also allow it to handle the transit freight flows of China's northeastern provinces having common borders with Russia. For Jilin and Heilongjian provinces, a shorter and cheaper access route to the sea lies through the transport infrastructure of Primorsky Territory. Development of this infrastructure will allow Primorsky Territory to organize the transit of both Korean and Chinese cargoes, which is very important for the economic development of the area.


When selecting a transport route linking Korea to Europe, the considerations which should be taken into account are outlined below. Development of an inter-Korean railroad under the second scenario through China will be somewhat cheaper (from the viewpoint of transport infrastructure modernization). But for successful development of the DPRKs economy (which is the target of transport system modernization), preference should be given to the first option of developing this railroad through Russia.


Development of the transport infrastructure means for the DPRK the development of its entire economy rather than only the possibility to transport transit containers.


To develop the economy of the DPRK, it will be necessary to rehabilitate the energy sector, oil processing, and the coal industry. All these industries were developing as part of Soviet-Korean economic cooperation and operate with Soviet-made equipment. Therefore, rehabilitation of the transport infrastructure leading towards Russia is necessary in the first place for the recovery of the DPRK economy.


Thus, the oil refinery in Sonbong, built in the early 1970s with the USSR's assistance, needs to be reconstructed.  This work can be done by Russian specialists and using Russian equipment, especially considering that this refinery had been designed for Siberian oil.


More than half the drilling, lifting and pumping equipment for DPRK's coal mines, practically all quarry dump trucks used in the DPRK, and a considerable portion of explosives used in mining works were delivered from the USSR. All wooden shaft linings were produced from timber, cut under the program for the use of the Korean work force in logging operations in Khabarovsky Territory and Amur Oblast. Up to 20% of coal is being produced in the DPRK by mines constructed under the program of Soviet-Korean economic cooperation.


The energy sector was one of the fields where Soviet-Korean cooperation was developing in different periods of time. Many projects in the energy sector, using Soviet-made equipment, lie unfinished. Many power plants, built with the assistance of Russian specialists, were put into service and need to be modernized. Altogether, the USSR helped the DPRK develop a total of 2.95 million kilowatts of installed capacity, which is more than 46% of the DPRKs total. Experts estimate that these power plants currently generate at least 80% of the national electricity output.


It is obvious that development of the DPRK's economy heavily depends on Russian deliveries of equipment, spare parts, oil, coal, timber, cross-ties, rails, and materials. Therefore, the DPRK's economy cannot recover in a short time unless its transport infrastructure leading towards Russia develops. Russia's participation in the development of the transport infrastructure and energy sector of the DPRK will be profitable to both parties as well as to ROK, because reunification of the two Koreas is impossible without serious development of the DPRK's economy.


In addition, it should be noted that in the case of transport infrastructure development towards Russia, all investments will be made into the transport infrastructure of the DPRK Experts estimate that in the case of transport infrastructure development towards China, only 15% of investments will be sunk into the transport infrastructure of the DPRK and 85% will have to be invested in the Chinese transport infrastructure.


When selecting a transport route between Korea and Europe, consideration should also be given to the fact that the route passing through the territory of Primorsky Territory directly crosses the TREDA area and harmonically fits into the Tumen River Area Development Program.


North China provinces and their access to the sea


With consideration given to the European experience, work was undertaken in Primorsky Territory to set up a transport corridor from Northeast China provinces - Primorye ports - U.S. ports. This initiative has been supported by the American side (Seattle and Tacoma ports) and studied by Chinese specialists. The proposed route, capable of annually handling about 70,000 containers already at this stage, is 2,630 km shorter than the traditional route from the USA via Japanese ports and Dalian.


Respectively, delivery costs per one container would be reduced by approximately US$ 500. There are other possible routes from China via Primorye ports to Japan and ROK, which also have some advantages.


Fig. 3 shows routes for the transportation of containers from the west coast of the USA to Harbin, the hub of Northeast China. Containers are transported by these routes via regional transshipment centers in the sea ports of Kobe, Busan and, bypassing these ports, directly via sea ports in Zarubino, Vladivostok and Vostochny.


Primorye ports provide practically the same conditions in terms of delivery time for the reloading alternative but have an advantage in the no-reloading alternative, because container reloading from ocean carriers to feeders becomes unnecessary.


Delivery time is shorter by 2 days than via Busan and by 3 days than via Kobe. In addition, cargo handling costs in intermediate ports become lower: in Kobe - $330/TEU and in Busan - $160/TEU vs $80/TEU in Primorye ports. All above ports have railroad access to China.


The principal idea of this project (in a broad sense) is to alter movements of U.S. - Chinese foreign trade cargoes.


Traditionally, Chinese cargoes intended for trans-Pacific carriage to USA are shipped first by China's transport network and are then carried from shallow Chinese ports by feeder ships to the regional deepsea ports of Hong Kong, Guanzhou, Shanghai, Dalian, Busan, and Kobe, and after being reloaded to ocean carriers are shipped from these ports to the U.S. West Coast.


Of interest to Russia is the so-called Northeast Economic Zone (Dongbei) encompassing the provinces of Heilongjiang, Qirin (Jilin), Liaoning and the eastern part of the Inner Mongolia autonomous region, due to its geographical position.


This region has a population of nearly 100 million which is equal to 8.5% of China's total population. Its GNP amounts to 11.2% of national GNP.


Of the above named provinces, only Liaoning has sea access through Dalian port. Heilongjiang has the longest border with Russia at 3,045 km.


The geographic position of these provinces determines the degree of their dependence on foreign trade relationships.


At the present time, Dongbei conducts the bulk of its foreign trade through Dalian. However, the overloaded condition of the port and of the Harbin-Dalian railroad particularly the Harbin-Shenyang section, and the remoteness of the region's industrial centers from this port necessitate the search for new access to the sea.


In this situation, Primorye ports could take over cargo flows of neighboring Chinese provinces and partly relieve transit ports in Japan and Korea currently reloading cargoes coming from the U.S. West Coast and Canada to China, including its northeast provinces.


The convenient geographical position, comparatively developed transport infrastructure, and favourable natural conditions ofPrimorsky Territory predetermine the competitiveness of its ports in cargo transshipment for Northeast China provinces.


The transport corridor links two Northeast Chinese provinces (Jilin and Heilongjiang) through sea ports in Primorye (Vladivostok, Vostochny, Nakhodka, Zarubino, and Posyet) with Asian Pacific nations. As Jilin lies close to Posyet and Zarubino, its cargo flows will go through these two ports. Due to geography and the availability of transport infrastructures, cargoes from Heilongjiang will be handled by Vladivostok, Vostochny and Nakhodka. (Fig. 4)


In this connection, the transport corridor "Northeast China provinces - sea ports of Primorsky Territory - Asian Pacific nations" will consist of three routes in the territory ofPrimorsky Territory:





Route 1: border crossing (Pogranichny - Suifenbe) - sea ports of Vladivostok, Vostochny, and 


               Nakhodka;


Route 2: border crossing (Kraskino - Huncbun) - sea ports of Posyet, and Zarubino;


Route 3: border crossing (Turiy Rog — Mishan) — Vostochny port.





Route 3 will primarily handle Chinese coal, produced by mines near Jixi and exported via Vostochny. The railway border crossing Turiy Rog - Mishan is still under construction. Therefore, the main routes will be Route 1 and Route 2.


All else being considered, it is clear that transit via Primorye and its sea ports opens up great advantages for traffic between the U.S. West Coast and Northeast China. In addition, the same transport infrastructure in Primorye can be used for the transportation of foreign trade cargoes between Northeast China and Japan, China's largest partner in terms of freight traffic. These schemes will be more feasible than the existing route via Dalian - the loop around the Korean Peninsula becomes unnecessary and, secondly, it will assume part of heavy traffic along the Chinese railroad between Harbin and Dalian.


In this connection, attention should be given to the ocean component of transport corridors, namely, shipping lines.


The following types of line traffic can be singled out in international line shipping:


• trunk latitudinal lines (Far East - North America, North America - Europe, Europe - Far East, "pendulum lines", circum-global lines);


• trunk longitudinal lines (Asia - Australia, Asia - South America, North America - South America and other lines connecting the ports of the northern and southern hemispheres);


• multi-modal traffic between the ports of one country and inland destinations or points, lying on the opposite coast of a continent, in another country;


• feeder transportation between the transshipment ports and peripheral ports of a region;


• infra-regional line traffic.


Containerization has revolutionized the sea transport industry by raising the efficiency of cargo handling operations and shortening the dwelling time of ships in ports. Simultaneously, it has become possible for shippers to dispatch cargoes in small shipments and more frequently, which has speeded up the circulation of capital. However, it is more profitable for shipowners to use larger ships to avail themselves of the economies of scale effect by reducing unit costs in cargo transportation. This controversy brought to life a new type of service - transportation from a transit center to another transit center supported by regional feeder services between neighboring ports and a transit center. Feeder operators can employ smaller-capacity vessels, as ocean container carriers call at transit centers.


Transportation of cargoes with their transshipment in intermediate ports from one operator's ships to other operator's ships has been known in the merchant shipping industry for many years, but feeder transport became a separate industry only with the advent of the container traffic era. The role of the feeder transport is growing as container carrier fleets develop and the size of carriers becomes larger.


Modern trunk container carriers, the size of which is continuously increasing, may be efficiently used for operation in ports with suitable navigation conditions, providing large quantities of cargo and high cargo handling rates.  Criteria for the economic efficiency of calling at ports were formulated some time ago for third-generation container carriers with a capacity of about 3,000 TEU:





• the number of unloaded/loaded containers per one entry in port should be at least 150-200 TEU;


• a berth should be available on the day of entry;


• a guarantees of a high handling rate should be provided;


• safe approach to the port and berthage when being loaded should be ensured.





To date, these conditions have tightened even more, because ships have become larger and their traffic schedules more strict. As the size of trunk carriers continues growing, the number of suitable ports of call for them is reducing.


Where direct calls by trunk carriers are economically inefficient, the port is usually connected with the trunk line through a feeder line. But, in this case, transportation costs increase due to extra reloading operations, port fees charged from feeder ships, and other expenses.


However, the organization of feeder services provides a number of advantages:





• higher throughput capacity of large-size trunk container carriers by the expansion of their zone of operation through feeder lines;


• expansion of served area and services; as a result, more efficient employment of fleets, higher competitiveness, reputation and attractiveness for the trunk operator;


• higher competitiveness for operators due to a shorter transit delivery time and more frequent cargo dispatches (feeders can make many calls at port with small consignments, while for trunk carriers, such calls would be economically inefficient);


• use of feeder service by small consignors;


• reduction of operating costs due to shorter mileage run by trunk containers and lesser expenses on port charges;


• alleviation of the disproportion between loaded and light containers due to their better deployment in the region.


Containers are reloaded from ships, serving trunk lines, on feeder ships or on ships, serving other trunk lines, in transit or transshipment centers. Transit centers can be sub-divided in 3 types:


• major cargo-generating ports, handling large volumes of export-import cargoes originating from adjacent hinterland and accumulating cargoes of neighboring smaller ports. Such major ports are, for instance, Rotterdam, Tokyo, Kobe, and New York;


• large ports lying at the junction of trunk lines, where containers can be reloaded from one line to another; they may also accumulate cargoes bound for various destinations, which originate from nearby cargo-generating regions. Such ports are Singapore, and Hong Kong;


• specialized transshipment ports - this is a new generation of ports emerging in recent years. They are located in latitudinal directions at the junctions and intersections of trade routes. Examples are Salah in Oman, Gioia Tauro in Italy and Free-Port in the Bahamas. These transshipment centers accumulate only one kind of cargo flow; 


• ports handling cargoes generated due to their position in relation to other ports or their intermediate position in relation to remote inland regions.


Such transit centers with competitive strategies based on their intermediate position may fall into a very unstable surrounding, because cargo flows bringing these centers to life are changeable and wholly depend on the strategy of shipping companies toward the servicing network.


Regional reloading centers in the Asian-Pacific region


Feeder service is a key component of the physical distribution system operating via trunk lines from North America - Europe, Europe - Far East or the Far East - North America. It allows trunk operators working in this area to serve small ports of Asia. Feeder lines offer a higher frequency of cargo dispatches to consignors and allow trunk operators to operate larger ships, thus making their pricing policies more appealing�.


Thanks to their strategic position and convenient deep-water harbors, Singapore and Hong Kong are the main transit centers in Asia. A highly-developed marine industry exists here and includes marine financing, information technologies, legal services, refueling facilities, ship management and training of seafarers.


In the future, the present role of Hong Kong and Singapore may be undermined by the development of other competing ports. Time will tell if new developing ports will be able to present an alternative to the existing transit centers of Hong Kong and Singapore.


Recovery of economic activities in Northeast Asia has brought to life the growth of international container transport through the region's ports�. An upward trend is registered even in Japanese ports, where container turnover fell in 1998 in four out of the five major ports. In the first half of 1999, container traffic grew in the ports of Tokyo, Nagoya, Osaka and Kobe. Only Yokohama continues to encounter difficulties.


However, container traffic in NEA ports grows at a varying pace. The highest rate is observed in Gaoxiong and Busan, which rank 3rd and 5th (respectively) among the world's container ports in terms of container turnover. At the same time, Japanese ports lie in a state of stagnation. Tokyo, Yokohama and Kobe handled a total of 6.75 million TEU in 1998, compared to 7.03 million TEU in 1994. Tokyo and Yokohama rank, respectively, 13th and 14th among the world's container ports, and Kobe, formerly occupying third place, now is only 17th.


The principal reason for recession in Japanese ports and for growth in Busan and Gaoxiong is the transshipment of transit containers. About 40% of container traffic via Busan is transit containers with Japanese and Chinese cargoes. A few years ago, the bulk of transit cargo flows, especially bound for North America, was handled by Japan's largest ports - Osaka, Yokohama and, principally, Kobe. These ports continue playing an important role in the transshipment of transit containers, although their competitiveness has noticeably declined after berth facilities in Kobe suffered great damage in the 1996 earthquake. Other conditions deemed by shippers as unsatisfactory are the procedures of cargo clearance and cargo handling works and the high cost of staying in Japanese ports. Reductions in Japan's foreign trade cargoes also contributed to the reorientation of shippers to other Asian ports.


In Yokohama, the percentage of transit containers in turnover has halved during the last 10 years and stands at 10%. In Kobe this figure is 20%, while in late 1970's it reached 45%. In general, container traffic through Kobe is presently 80% of the volume handled before the earthquake, although port facilities were restored in full by the beginning of 1998.


At the present time, Japan generates only 14% of East Asian exports bound for North America (compared with 29% in 1980).


One of possible reasons for this situation is the problem of high charges for port services in Japan as well as insignificant growth of Japanese cargo flows. Taken together, this makes Japan's ports less competitive and less appealing to shipowners than other Asian ports.   High costs of containerized cargo transportation via Japanese ports create serious problems for carriers sharing membership in the Transpacific Westbound Rate Agreement (TWRA). At present, container handling fees in Japanese ports average at $354-385 per 40-foot container.


It is difficult to make a detailed analysis of port call costs, because, as a rule, the terms of agreements on berthage use between shipping companies and port authorities are kept confidential�. According to the data of one Japanese company for 1995-96, a Japanese port is three times more expensive than Busan and Singapore, and two times more than Gaoxiong.


Positive factors attributed to Japanese ports include the year-round stability of cargo flows and a surplus of imports over exports�. The latter circumstance makes it easy for operators to provide light containers, which has become a problem in other East Asian countries.


While Japanese ports demonstrate their intention to enhance competitiveness, their rivals are realizing ambitious investment plans aimed at building new deep-water berths and dredging bottom near existing ones. By doing so, they resolve one more problem faced by ports willing to receive and handle trunk container carriers of the Post-Panamax generation.


The reason is that jumboization of trunk carriers continues, and many line ports having water depths at berth of less than 15 m will be incapable of receiving new container carriers of 5-6,000 TEU and will become regional ports. Besides, cargo handling operations with such ships will require reloading cranes capable of handling containers stowed onboard ship in 22 tiers.


As of 1999, Gaoxiong� had only 3 berths with depths of 15 m capable of receiving largest-size container carriers. During the year 2000, it will have five more berths. Busan has developed a grandiose project, Gaduk Island, calling for the construction by 2011 of 24 new container berths with depths of 15 m.


As the container carrying capacity of modern line carriers will grow, cargo-consolidation strategies pursued by shipping companies may create serious problems for port authorities:


a)   A disproportion between supply and market prices (tough competition and apprehension of insufficient load for terminal equipment) forces ports to reduce port dues and container handling rates. Shipping companies employ their growing strength in negotiations, and many port administrations have to considerably reduce port charges for container carriers and to offer cash compensations for extra on-shore transport costs.


As a result, the majority of ports have to a greatest extent possible, an arbitrary structure of tariffs based rather on demand factors than on costs.


Moreover, the line shipping economy gives rise to a number of adverse factors: 1) growing supply of port capacity has a reducing effect on market pricing processes, and 2) growing production capacity of terminals is accompanied by declining profitability.


These paradoxes result from a predominant assumption that the priority of value and economies of scale are the key to gaining a competitive edge. However, the strategy, based on desperate efforts to continue suppressing prices by construction of new equipment, may be only a short-term solution to competitiveness problems and may lead to instability in the port industry.


b)   Unfair distribution of earnings and advantages gained by the creation of transit centers;


Transit centers are stimulated primarily by shipping companies, and port authorities only on rare occasions take part in decision-making on transit centers. However, many costs related to the establishment of such centers have to be shouldered by port authorities. For instance, ports have to acquire and equip space for transshipment operations to ensure access to hinterland so as cargoes are not delayed on the shore.


c)   Inefficient scale of operations in transit centers; The formation of transit centers in line shipping requires a broad consolidation and distribution network around cargo handling centers. Some centers just lack available space for further expansion, which limits accessibility of coastal regions and their hinterlands (turnaround time in port is higher).


These limitations to the development of major ports incited smaller ports to lure shippers. This phenomenon was named as early as 1981 as "peripheral port challenge".


There is a problem associated with this phenomenon. Although peripheral ports lie away from transport junctions, they will, in an effort to become more appealing, actively build up capacity and equipment. The fast growing danger of a structural excess of terminal equipment will produce the effect of further reducing port tariffs.


The strategy of a cargo handling center, aimed solely at adaptation to large-size ships through the provision of adequate terminal facilities, does not provide a complete range of tools necessary to withstand the "peripheral port challenge".





Another major problem for Trails-Pacific carriers iff t.be imbalance of containers at route ends.


Growth of the U.S. trade deficit, reaching $199 billion in 1997, reflects itself in an enormous flow of eastward Trans-Pacific cargoes. In a move to recover from the consequences of the recent financial crisis in Asia, regional shippers build up exports to earn hard currency. As a result, ocean carriers face the problem of light container return back to Asia.


In particular, as mentioned above, predictions for loading coefficient are 91% in 2000 and 90% in 2001 (up to 100% in peak periods) for the eastward leg of Asia - North America routes. Loading coefficient for the westward leg will continue declining and is predicted at 52% in 2000 and 53% in 2001 (for reference, 60% in 1998).


In this situation, the problem of container return to Asia under an economically efficient scheme takes on special importance. Shipping companies are interested in export cargoes from U.S. regions traditionally importing cargoes in great volumes.  In addition, they conclude agreements on transportation of local cargoes by freight trains to U.S. West Coast ports. Where cargoes are transported to inland destinations in the USA, carriers also practice reloading of export cargoes in American ports from ocean containers to local equipment. Extra costs of reloading operations are partly compensated by a higher capacity of local containers.


We have considered in previous pages the main problems in the existing container transportation scheme along Trans-Pacific routes and in the performance of regional reloading centers. Shipping companies and reloading centers willing to remain in the market of line container transport along Trans-Pacific routes should undertake steps to resolve these problems.


If we give consideration to the possible involvement of Primorye ports as reloading centers, they enjoy one undoubted advantage over Japanese and ROK's ports in terms of competition for cargoes; -lower cargo handling rates in port, shorter distance and lower costs of transporting containers to some NEA regions, and an excess of available capacity at container terminals in Vostochny port (these issues will be examined below in more detail). As for other problems, they will be here even more pressing than in the existing reloading centers handling Trans-Pacific line container traffic.


Still, when served directly by line container carriers, Primorye ports may have an edge thanks to the economies of scale effect. This effect may lead to a considerable reduction of the transport component of the cost of goods imported into Russia from the USA and, hence, encourage exports to Russia. In this event, the loading rate of ships operating on the westward leg (currently this rate is 52%) will grow, which will partly resolve the problem of light container return.


In recent times new-generation ships of Post-Panamax class have appeared in trans-Pacific lines, and their number is growing. Sea ports should meet the new requirements of these ships.


Many major ports may become "regional" ports for shipowners of 5,000-6,000 TEU tonnage, because many ports in the region, including Chinese and Korean ports, are incapable of handling jumbo ships at this time due to insufficient water depths.


Construction of new ports and development of existing ones up to the level of the present requirements of international practices will require large investments. This condition also leads to the concentration of cargo flows in one port and, consequently, to the establishment of regional ports.


The increase of feeder container ships fleets represents one more consequence of the appearance of large ships.


This, in turn, will result in the dependence of operators of giant ocean container ships on the effectiveness and quality of feeder services.


All this requires absolutely new concepts for the development of port reloading terminals.


Along with their function of concentrating cargo flows, 'regional' ports are considered as centers for the provision of transport, industrial, information and commercial services, and as centers of port/industrial zones comprising port facilities and various enterprises. A 'regional' port is both a link between transport modes and an organizer of multimodal transit traffic.


A port's ability to satisfy all modern demands of clients is a necessary condition for its competitiveness.


The most important factors of a "regional" port are as follows:


port location;


connection to related transportation modes;


volume and quality of rendered services;


service cost (port fees and tariffs);


availability of reliable communication.


Major ports of the Far East, having access to Russian railroads, meet part of the above-mentioned requirements.


Of the Far Eastern ports, the role of a 'regional' port could be assumed with least costs by the largest Far Eastern port, Vostochny Port, which lies in the vicinity of the Nakhodka Free Economic Zone. In 1999 Primorsky Territory governor and the President of ROK had a meeting, during which a decision was made that ROK"s capital will take part in the establishment of a number of light industry and food processing enterprises in the vicinity of Vostochny port as part of the project to set up a ROK's industrial complex.


The joint-stock company "Vostochny Port" is Russian Far East's largest sea port, situated in the south of Primorsky Territory in Wrangel Bay, 20 km from Nakhodka. Its annual capacity exceeds 18 million tons. Berthing facilities include 17 berths with a total length of 3.5 km and water depths ranging from 6.5 m to 16.5 m. This port operates Russia's largest container and coal terminals, and also a timber terminal.


The current total capacity of both container terminals is 350,000 TEU annually.


Currently, the terminal handles up to 100,000 TEU annually, although in 1988 its turnover exceeded 220,000 TEU.


As seen from these figures, the terminal uses only 25% of its capacity. To engage this idling capacity, Vostochny Port needs to attract new prospective cargo flows and to develop existing ones.


Vostochny Port's idling capacity could be engaged by attracting transit cargoes transported between third countries. (Fig. 5)


• Northeast China provinces — Vostochny port — west coast of USA and Canada; and in


   reverse direction


• Northeast China provinces — Vostochny port —ports of Japan's west coast, ports of ROK


   and other Asian-Pacific countries;


• Chinese ports — Vostochny port — Asian-Pacific countries;


• Asian-Pacific countries - Vostochny port — Europe and in reverse direction.


With consideration given to the European experience, work was undertaken in Primorsky Territory to set up a transport corridor from Northeast China provinces - Primorye ports - U.S. ports, as mentioned above.


Governing factors in this process are shorter travel distance, both by land and by sea, a fewer number of transshipments from one transport vehicle to another, and shortened delivery time.


Along with cargoes originating in Northeast China provinces, Vostochny could handle part of cargoes transported from the central part of China to Asian-Pacific countries. The bulk of this cargo flow proceeds via Shanghai Port. The volume of container traffic via Shanghai has grown 630% from 575,000 TEU in 1991 up to 4.21 million TEU in 1999. However, due to water depths in the Yangtze River, this port cannot receive fourth-generation containerships with a capacity of 5,000-6,000 TEU, while Vostochny Port is capable of handling them. As evidence of this, a new shipping line, Shanghai — Vostochny was opened, and handles container cargo traffic bound for Russia, CIS states and Europe. The line is operated by a FESCO ship. The maiden call at Vostochny Port took place on October 24, and then calls have taken place every 10 days on schedule.


Considering the existing structure of foreign trade traffic, it is quite realistic that part of Japanese foreign trade cargoes could be transported via Vostochny Port.


Foreign trade container cargoes between Japan and the USA are traditionally transported via the regional container ports of Kobe, Osaka, and Yokohama situated on the east coast of Japan, while shallow-water ports situated in the west coast are incapable of receiving liner containerships.


As a result, container cargoes generated in western prefectures have to be hauled by truck to the deep-water ports in eastern prefectures. This makes transport costs higher and has effect on the economy of western prefectures and local ports, which lose billions of yen.


A somewhat similar situation can be observed in Japan-China foreign trade. Due to an imbalance between inbound and outbound cargo flows oriented to Japan's west coast, new container lines would be inefficient because of the shortage of cargoes.


In this situation, it would make sense to transport containers, bound to Japan's west coast, via Vostochny Port. For this purpose, a new container line from Vostochny Port - ports of Japan's west coast, needs to be set up.


Cargoes bound for Europe, China and the USA could be collected by a feeder ship from the entire west coast of Japan, transshiped to Vostochny Port and distributed by destinations.


The above said transport scheme would give more vigor to the development of the economy of Japan's western prefectures and meet their demand for cheap transport.


Another important consideration, contributing to Vostochny’s role as a regional port, is its direct linkage with Europe by land via the Trans-Siberian railroad. Travel time for cargoes carried from Asia to Europe by TransSib is 12-22 days (depending on destination). For reference, travel time by sea is about 30 days.


If concerned parties apply a proper approach, Vostochny Port may become a base for a regional container transshipment center for Asian-Pacific countries, analogous to such centers as Busan and Osaka. The implementation of this project will lead to the appearance of a new transportation hub in Northeast Asia and to transport cost reductions for products generated in adjacent areas of NEA countries. This, in turn, will contribute to the reduction of the prime costs of these products and give new momentum to the economic development and cooperation of these areas with Primorsky Territory. As well as this, the system of liner and feeder services in Trans-Pacific traffic will become somewhat modified.


The project supposes the creation of the system of services and conditions, facilitating integration of a new transit center in the system of Trans-Pacific traffic, restructuring and raising of invested capital for further port development.





Selection of a port in South Primorye in short-term and longer-term perspectives


The favorable geographic position of Primorsky Territory and its rather well-developed transport infrastructure, including deep-water ports, are preconditions for creating a regional reloading center in Primorye. Another argument is that a potential cargo base for transit traffic via Primorye is available.


The role of a regional reloading center can be performed by the ports of Vladivostok, Vostochny, and Zarubino. Current water depths in Vladivostok and Vostochny are sufficient for receiving line containerships with a capacity of up to 4,000 TEU and, once berths with a water depth of 15 m are constructed, they will be capable of handling containerships of any capacity.


In this event, great potential will develop for the above said ports as regional transit centers. The ports will have their own cargo base, supporting Trans-Pacific traffic along the route Northeast China - Primorye - U.S. West Coast, and thus become more attractive to shipping operators. In addition, Primorye ports will be able to expand for themselves the cargo base of feeder transport, supporting Trans-Pacific line traffic, also at the expense of Chinese foreign trade cargoes originating in the northeast provinces of China.


To make the suggested scenario a reality, the following actions should be taken by Vladivostok, Vostochny and Zarubino ports, which may contend for the right to serve this traffic:


• Vostochny should dredge its port area up to at least 15 m (so as to receive ships of any container carrying capacity);


• Vladivostok and Zarubino should construct new deep-water berths (15 m);


• in addition, all above said ports should install cargo handling equipment of Post-Panamax class, expand storage capacity, and improve the quality of port services. Such actions will likely encourage shipowners to have their cargoes handled in Primorye ports.


Of Russian Far East ports, the role of a "regional" port could be assumed with least costs by Vostochny Port; in a longer-term perspective, the second regional reloading center might become Zarubino port.


Vostochny Port has more experience than other ports in handling transit container traffic via TRANSSIB and has a greater technical capability. So, if concerned parties apply an adequate approach, an Asian Pacific regional container reloading center can be set up on the base of Vostochny Port, similarly to such centers as Busan and Osaka.


The suggested container port at Zarubino will serve both international trade operations and smaller local-trade cargo flows. Therefore, it should handle cargoes without customs clearance, and then cargoes will proceed to railroad or automobile border crossings. Each terminal should have a customs point for clearance of local-trade cargoes.


To sum up, in can be concluded that Vostochny Port is the best option for creating a regional reloading center, due to its highly-developed transport infrastructure and port facilities. In the long term, attention should be given to development of Zarubino port.


Are there arguments in favor of this conclusion? Certainly. The economies of Russia as a whole and of the Far East of the country are undergoing cardinal changes. Another rationale is that serious progress is currently occurring in Russian-Chinese relationships in the transport sector.


Positive trends in economic and transport relations between Russia and China continued in the year 2000.


Thus, two shipping lines opened in 2000: a container line from Shanghai —Vostochny Port, and a tourist line from Hunchun — Zarubino — Sokcho.


A direct rail connection for fast container trains between Beijing and Moscow was opened.


In 2000, several agencies of Russian companies opened in China; an agency of Russian railways in Beijing, agencies of the Russian shipping company FESCO, Port Vostochny, and JSC "Primorautotrans" in Harbin.


Since January 2000, regular shipments of oil have been delivered by rail from Russia to China, and their volume is expected to grow to 3 million tons in the near future.


In 2000, the volume of freight traffic by river between Russia and China totaled 284,500 tons, a 50-% increase from 1999. Passenger turnover totaled 306,000.


Russian maritime transport handled 356,700 tons of bilateral trade cargoes during 6 months of 2000.


According to Chinese sources, the volume of passenger and freight transportation by road between Russia and China in 1999 totaled: passengers — 790,000, cargo — 950,000 tons. For 10 months of 2000, the volume of passenger traffic totaled 1,210,000, cargo turnover — 1,050,000 tons.


Compared to 1999, the volume of road transportation between the two countries increased significantly. However, there is still a large discrepancy. Although China's share in passenger volume has somewhat increased, China accounted for only 14% of freight traffic.


Railway transport handled 8,511,000 tons of export/import cargo for 10 months of 2000, which is 2,123,000 tons (33.2%) more than the same period of the previous year, including transportation of 7,511,000 tons from Russia to China, or 2,045,000 tons (37.4%) more than the same period of the previous year, and 1,000,000 tons were transported from China to Russia, which is 37,000 tons (3.8%) more in comparison with the same period of the previous year.


International passenger trains and direct carriages transported 49,600 passengers for 10 months of 2000 in total, which is 3,900 passengers more than the same period of the previous year (8.6%).


For the period from January till December 2000, Russian air lines performed 2,223 charter and 252 regular flights, and transported 91,000 passengers and 11,500 tons of cargo in total.


For the period from January till December 2000, Chinese air lines transported 64,234 passengers and 486 tons of cargo.


For 10 months of 2000, Russian-Chinese border crossings handled 8,614,000 tons of cargo, 2,540,000 passengers, and 554,000 transport units. The increase in transportation volume in comparison with the similar period of year 1999 amounted to: 30.5% for cargo, 50.5% for passengers, and 167.9% for transport units.


According to the opinion of the Russian side, the effectiveness of work on formation and development of the transport corridor from "southeast provinces of China — Russian ports of Primorsky Territory — Asian-Pacific Rim nations" would be much higher in the case of the signing of an appropriate agreement by the Russian and Chinese governments.


The Russian side prepared, and in August 2000, passed through diplomatic channels to the Chinese side a draft of an agreement between the Russian Government and Chinese Government, concerning cooperation and mutual assistance in the transportation of transit goods of Chinese foreign trade through the territory of Primorsky Territory.


The Chinese side supposes that to promote transit cargo transportation from the northeast provinces of China through the ports of the Russian Far East, both sides should, on the basis of equality principles and mutual advantage, undertake in the near future necessary measures with the purpose of solving the questions concerning deepening of automobile transport travel, the simplification of appropriate formalities in points of transit cargo clearance, and the reduction of expenses connected with this transportation.


The sides considered and coordinated the text of a draft of an agreement between Russian Government and Chinese Government concerning the joint construction of the bridge border crossing over Argun river in Olochi — Shivei region, and initiated it. After the completion of internal procedures the agreement will possibly be signed soon.


When transporting crude oil from Russia to China by rail through Chinese territory, national tariff are provided.


To provide time saving organization of international cargo and passenger transportation by railway border crossing Mahalino — Hunchun, the sides agreed to hold in February 2001 in Moscow the meeting of specialists of the Russian Ministry of Railways, the Ministry of Railways of China, and the Far Eastern and Shenyang railways, with the participation of the representatives of JSC "Zolotoye Zveno" (Russia) and the "Northeast Asia" company (China).


The sides continued the discussion on the draft of a new intergovernmental agreement on an air connection between Russia and China, and agreed to finish a preparation for signing this agreement.


From August 28 till September 10, 2000, the members of the Working Group on border crossings a held joint inspection trip through the border crossings Zabaikalsk — Manzhouli, Blagoveshensk — Heihe, Khabarovsk — Fujang, Pogranichny — Suifenhe, Poltavka — Dongning, and visited trade complexes.


The sides agreed to hold necessary procedures on the transfer of the work regime of automobile border crossings since May 2001 in common, without lunch breaks, and common work time along the whole Russian-Chinese border. In addition, the work time of border crossings should be not less than 8 hours a day, and at border crossings Pogranichny — Suifenhe, Poltavka — Dongning, Kraskino — Hunchun, not less than 12 hours.


The efficiency of the international transport corridor Primorsky Territory - Northeast China is dependent on many factors, on which legal aspects have a governing importance. If these issues remain unregulated for the Russian section of international corridors, none of the efforts aimed at the improvement of transport infrastructures will make these sections function more efficiently. Political and economic dividends may be gained from the operation of the given transport corridor only through harmonization of Russian laws and regulations with similar acts of neighboring states, facilitation of customs procedures, simplification of transport documentation, conduction of rational tariff policies and other factors.


The bilateral Russian-Chinese intergovernmental agreement on transit transport would be a step in this direction.


For a start, it is necessary to get China's consent to jointly develop a bilateral transit agreement and determine the range and quantitative assessment of expected cargo flows. A suitable example from the Asian region may be the agreement concluded by Mekong states.


Irrespective of how the situation will turn after the signature of an agreement, the Chinese government ought to show political consent to use the transport system of Primorsky Territory for transit traffic.


Should this consent be given, it will allow the engagement of UNDP institutional structures and raise foreign investments for the implementation of a joint project to organize and operate transport corridors.


This project should also include completion of transport facilities under construction, provide for legal issues and stipulate investment principles. This approach will be the most civilized, cost-efficient and timesaving.





Experience of the Mekong River states


The experience of the Mekong River states (Laos, Vietnam and Thailand) shows that the November 26, 1999 agreement on the facilitation of cross-border procedures for traffic of goods and people works effectively. This agreement is based on ESCAP Resolution 48/11 and recommendations by the Subregional Transport Forum (1996) of the Greater Subregion Mekong River Development Program.


This agreement is aimed at:


• facilitation of freight and passenger traffic across national borders of the region's countries;


• simplification and harmonization of legislation, rules, requirements to transfer of cargoes and passengers across the border;


• development of multi-modal transport.


The future of the Russian Far East's transport system and of sea ports depends on awareness of new opportunities in international labor division and cooperation in the field of transport, on correct understanding of real facts and, in the first place, on coordination of governmental and corporate policies. Perspectives are boundless, but imply a great many problems and alternative solutions.


Economic effects for Russia will be additional wages and jobs, expansion of transport infrastructures and development of regional economies, which will handle transit cargo flows.


Positive effects for our neighbors, China, Japan, USA, and Korea, will be, first of all, most cost-efficient routes for cargo delivery and, eventually, lower cost of goods. It seems that all of us understand that everybody will benefit from a correctly identified transport strategy for our countries.
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