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Ladies and Gentlemen!

Introductory Remarks

At the last meeting of the Working Group in Hong Kong, I reported on the Vladivostok Port Marine Administration’s search for new, more effective international trade routes for goods using Russia’s ports in Primorye.

As I have noted before, Russia, the largest Eurasian country and an APEC member nation, is attempting to facilitate open trade and economic cooperation among APEC countries as a basic element of stability and economic development in this vast region.

Because transport is an essential component of any nation’s economy, Russia is upgrading its transport systems and seeking new, non-traditional modes of mutually beneficial international trade. Our proposal for a new international trade route linking the northeast Chinese provinces of Jilin and Heilongjian with Japan, the US and Canada through ports in the Russian Far East, is of great interest in the context of this overall effort.

Development of International Transit through

Ports in the Russian Far East

The political foundation for this project is provided by the Memorandum on Mutual Understanding on Basic Areas of Economic, Scientific and Technological Cooperation between Russia and China signed by the two countries’ heads of state in 1997, by regular meetings between the heads of government, and by talks involving the governors of Chinese and Russian border regions and representatives of the central governments. The essence of this project, which we call “Primorye Transit Corridor,” is shipment of export goods from China’s northeast provinces of Jilin and Heilongjian to markets in Japan, the US and Canada through the ports of southern Primorye. The corridor is proposed as an alternative to shipment of goods through China’s Port of Dalian and will yield significant reductions in shipment costs and transit time.

The attached table, which compares the cost of shipping 20-foot containers along the traditional route from Harbin through the Port of Dalian to the cost of shipment through Vladivostok (see Attachment №1) clearly illustrates the advantage of using the port of Vladivostok for moving goods from northeast China to Japan and North America.

For example, shipment of a one-TEU container from Harbin to Japan through Vladivostok rather than Dalian yields a savings of $100. Shipment to Seattle using the new route yields a savings of $900. The difference in cost is considerable and demonstrates the potential advantages of the project as compared to traditional container shipment routes.

As you know, in August 1999 China’s Yanbin-Heton Shipping Corporation opened, with Russia’s support, a container shipment line linking Japan’s Port of Akita with Primorye’s Port of Posiet and the city of Hunchun in China’s Jilin Province.

The meeting in February of this year in Harbin between representatives of Primorye transport organizations led by the Vladivostok Port Maritime Administration and Chinese authorities and transport sector officials from Heilongjian showed both groups’ strong interest in the project we have proposed as a showcase for mutually beneficial cooperation among Chinese and Russian neighbor regions along the border. In April, a delegation of freight forwarders and transport comanies from Heilongjian Province will be coming to Vladivostok to take specific, practical steps toward implementation of the shipment of Chinese exports through the ports of southern Primorye.

The obvious benefits of using Russian ports in southern Primorye are underscored by the signing in March in Vladivostok of documents on the planned opening in late April of this year of a transit cargo and passenger line linking South Korea’s Port of Sokcho with Primorye’s Port of Zarubino and the Chinese city of Jantzee. The route is expected to handle 4,800 passengers per month, most of them tourists from South Korea.

At the beginning of this year, the Far Eastern Shipping Company opened a new container line: Vladivostok-Shanghai-Hong Kong-Seattle-Vladivostok, with shipments entering the circuit every ten days. If there is sufficient container traffic to and from China through the Port of Vladivostok, a new Vladivostok-Seattle-Vladivostok line will be opened to accelerate container transit between northeast China and the US Pacific Northwest and Canada.

Use of Russian ports in southern Primorye will help lower the cost of goods moving in and out of China, improving their competitiveness, and will lead to fuller use of the capacities of Russia’s Primorye ports.

Conclusions and Propasals
In summary, one can say with confidence that use of the “Primorye Transit Corridor” will bring great benefit to China as well as Russia and China’s other trading partners.

The corridor is an integral part of the US-Russian “East-West Project,” whose major goals include reducing customs, transport and stevedore tariffs and other charges and simplifying customs and other documentary procedures for goods and passengers crossing national borders. Among those working to find solutions to these problems are the Russian Transport Ministry, the Primorsky Regional Administration and the  Vladivostok Port Marine Administration.

The experience gained thus far during the effort to implement the Transit Corridor project demonstrates the need to conclude inter-governmental agreements on transit aimed at unifying and simplifying requirements, documents and procedures with respect to goods and passengers crossing the borders of APEC member nations. We believe that APEC’s contribution to the search for solutions is also of vital importance.

Implementation of these projects will have a direct, positive impact on APEC’s efforts to carry out its mission, will strengthen national ecomonies, and will promote peaceful cooperation and mutual understanding among APEC countries.

1 TEU TRANSPORT COSTS BY ROUTE
(USD)
Cargo transport routes
Harbin-Niigata
Harbin-Kobe
Harbin-Pusan
Harbin-Seattle

Transit port

Vladivostok
Dalian
Vladivostok
Dalian
Vladivostok
Dalian
Vladivostok
Dalian

Overland route distance (km)
748
740
1080
1050
748
740
1080
1050
748
740
1080
1050
748
740
1080
1050

Means of transport
rail
truck
rail
truck
rail
truck
rail
truck
rail
truck
rail
truck
rail
truck
rail
truck

Destination port
Niigata
Kobe
Pusan
Seattle

Marine-route distance (km)
839
1945
1487
1591
943
1006
7778
9625

Cargo

transport

cost
 by land 
400
700
324
822
400
700
324
822
400
700
324
822
400
775
324
822

(USD)
 by sea 
203


350
203
350
165
220
1500
2500


 TOTAL
603
903
674
1172
603
903
674
1172
565
865
544
1042

1900

2275
2824
3322

NOTE: 
1. Container transport rates include: 

· Rail transport:

     - cost of container transfer from Chinese track to Russian (Suifunhe, Grodekovo): 15 USD per 1TEU 

     - cost of  forwarding:  20 USD per 1TEU

     - customs clearance:  14 USD per 1TEU

· Truck  transport:
     - cost of forwarding:   20 USD per 1TEU 

     - customs clearance: 14 USD  per 1TEU 

        2.  Maritime transport conditions and terms: FIO,  SOC  (shipper owner of container) 

This table is a comparative analysis of shipment distances and costs for 20-foot containers. 

Goods are currently shipped along the traditional route through the Port of Dalian to Niigata, Kobe, Pusan and Seattle.

Our task is to demonstrate that the alternative route we propose through the Port of Vladivostok is much more effective with respect to distance and cost. 

Our information on the Dalian route has been supplied by the Chinese.

The table is designed to show current and alternative options for each route.

The table compares the current and alternative routes with respect to four parameters: overland route distances in kilometers for rail and truck; marine-route distances in kilometers; cost of overland shipment by rail and truck; cost of marine shipment.

The table clearly demonstrates how much more cost-effective the alternative route is than the current route.

The Harbin-Niigata route is a case in point.

If goods are shipped by rail along the current route through Dalian, the distance is 1,080km and the cost is US$324. 

If shipped by truck, the distance is 1,050km and the cost $822.

The marine route is 1,945km at a cost of $350.

The total distance for rail-marine shipment is 3,025km and 2,995km for truck-marine shipment.

The total cost for each route is, respectively, $674 and $1,172.

If the alternative route we propose is used, the rail-marine and truck-marine distances are just 1,587km and 1,579km, respectively. The respective costs are $603 and $903.

In other words, use of the alternative route yields a savings of $71 per 20-foot container for the rail-marine option and $269 for the truck-marine option. 

