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I. Introduction 

1.1 Background to the Study 

The international trading system moves progressively toward a single global 

market for products and services with prospects for trade liberalization and borderless 

trade. In the wake of this economic globalization, is the parallel trend of regionalism with 

the establishment of trading blocks.  

North-East Asian subregion, as defined in this study including China, Democratic 

People’s Republic of Korea, Japan, Republic of Korea and the Russian Federation (Far 

East), does not belong to any regional economic bloc except APEC, a consultative regional 

forum. During the past two decades or so, however, countries in North-East Asia have 

engaged in a greater degree of economic cooperation. The reform and opening up of the 

Chinese economy since the 1990s have accelerated economic cooperation in the North-

East Asian subregion, mainly between China, Japan and the Republic of Korea. China’s 

accession to WTO in 2001 provided a new momentum to the North-East Asian subregion 

promoting intraregional trade and accelerating economic cooperation and even economic 

integration of the subregion.  

With progress in structural transition of Mongolia and the Russian Federation and 

possible reform and opening of the Democratic Peoples’ Republic of Korea, new 

opportunities for further economic cooperation and integration among the North-East 

Asian countries are expected to emerge providing a positive impact on socio-economic 

development.  

If these opportunities are to be fully realized, it is essential that an appropriate 

transport and logistics system including adequate port and shipping services be developed 

to facilitate the efficient and safe flow of trade within the region as well as to and from 

overseas markets.  However, there is increasing concern that inadequate infrastructure 

and a lack of harmonized policies among the North-East Asian countries may cause 

serious bottlenecks in the transport and logistics chain and ultimately hinder the trade and 

economic development of the subregion.  

In the North-East Asian subregion, maritime transport has played a key role in 

promoting trade of Japan and the Republic of Korea.  Shipping and ports are well 

developed in those countries and are also rapidly developing in China.  Within the 

subregion the five economies share a common interest in developing and maintaining the 

shipping lanes. However, a common maritime transport network in the North-East Asian 

subregion has not been effectively formed due to missing links.  In particular, the lack of 

sufficient and modern port facilities in the Democratic Peoples’ Republic of Korea has 

constrained the North-East Asian subregion from taking full advantage of shipping 

connections.  



Introduction 

 2 

Multilateral maritime cooperation among the countries in the region is essential to 

the establishment of a common shipping and port system.  It will also help the maritime 

transport network evolve into a multimodal transport system comprising all modes of 

transport including Trans-Asian Railways (TAR), Asian Highways (AH) and cross-border 

transport in the Tumen River area.  In view of the fact that ports are the focal points of 

multimodal transport and logistics systems, priority should be given to the balanced 

development of the ports in the North-East Asian subregion.   

In this regard, there is an urgent need to identify areas of potential cooperation 

among the North-East Asian countries for maritime transport infrastructure development.  

Opportunities should be provided for reviewing shipping and port development and 

harmonizing national polices within a framework of multilateral cooperation.  

Collaboration between the public and private sector should also be promoted to mobilize 

private investment in the development and operation of maritime infrastructure, as has 

been the case in other ports of the region.  

In order to address these issues, the ESCAP secretariat undertook a project on the 

development of an integrated shipping and port system in the North-East Asian subregion 

with financial support of the Government of the Republic of Korea.   

1.2 Study Approach 

Five countries, i.e., China; the Democratic People’s Republic of Korea
1
; Japan; the 

Republic of Korea; and the Russian Federation, which have coastlines in the subregion, 

were selected for the study. The rationale was that these countries had a common interest 

in developing and maintaining maritime transport lanes in the North-East Asian subregion 

and a great potential for increased collaboration through exploration of complementarities.   

National experts from four of the countries prepared country reports which 

provided data and information in their respective countries concerning: overview of 

maritime transport demand; current status of shipping and ports; regulation on shipping 

and port business; and strategies and measures for development of an integrated shipping 

and port system.
2
  

A subregional policy-level workshop was organized to discuss important issues 

including infrastructure and institutional bottlenecks to the development of shipping and 

ports of the subregion, priority issues for shipping and port development, private sector 

participation and promotion of subregional cooperation.  The workshop, hosted by the 

Tianjin Port Authority, was held on 10-11 October 2002 in Tianjin, China.  The workshop 

was attended by 11 participants from four countries: China, Japan, the Republic of Korea 

and the Russian Federation.  Experts from the Asian Development Bank (ADB), the 

ASEAN Secretariat, the Korea Maritime Institute (KMI) and the Economic Research 

Institute for North-East Asia in Japan (ERINA) also participated in the workshop as 

                                                 
1
 The Democratic People’s Republic of Korea didn’t participate in the project. 

2
 The full text of the country reports is available from the Transport and Tourism Division of 

ESCAP. 
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resource persons and made presentations. The papers presented by these experts are 

attached in annex I through IV. The workshop report is also attached in annex V. 

1.3 Study Structure and Contents 

This study is organized in five chapters including this introductory chapter.  

Chapter II reviews the current state of shipping and ports in North-East Asia. In Chapter 

III, bottlenecks to the development of shipping and ports of the subregion are identified 

and priority issues that should be addressed to promote shipping are discussed. Chapter IV 

discusses a range of issues that emerged during the study, to promote subregional 

cooperation for the development of an integrated shipping and port system in North-East 

Asia. Chapter V concludes the study.  
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II. Review of Shipping and Port Development in North-East Asia 

2.1 Economic and Trade Development 

The countries in North-East Asia embrace more than a quarter of world population 
on its vast area of one-fifth of the world surface. In particular, the large population, which 
is more than double of combined population of EU and NAFTA, forms an abundant labour 
pool and a huge intraregional market (see tables II-1 and II-2). 

Table II-1: Economic indicators of the North-East Asian countries 

Country or Region 
Surface area 

(thousand 
km2) 

Population 
(millions) 

GNI  
(billion 
US$) 

Export 
(million 

US$) 

Import  
(million 

US$) 
 As of: 2002 2002 2002 2001 2001 

World 133,875 6,201 31,484 6,125,600 6,324,800
North-East Asia 

(% share to the 
world) 

27,271
(20.4)

1,623
(26.2)

6,273
(19.9)

924,344 
(15.1) 

794,320
(12.6)

 China 9,598 1,281 1,210 266,620 243,521
 Dem-People’s 

Rep. of Korea 121 23 17 650 1,620

 Japan 378 127 4,266 403,496 349,089
 Rep. of Korea 99 48 473 150,439 141,098
 Russian Federation 17,075 144 308 103,139 58,992
Sources: World Bank, World Development Report 2004, September 2003; 

International Monetary Fund, Direction of Trade Statistics Yearbook 2002, September 2002; 
Ministry of Unification, Republic of Korea (http://www.unikorea.go.kr). 

Table II-2:  Comparison of North-East Asia with major regional blocs 

Regional bloc 
% share of 
Population  
to the world 

% share of 
GNI  

to the world 

% share of 
Export  

to the world 

% share of 
Import  

to the world 
 As of: 2002 2002 2001 2001 

NAFTA 6.8 36.2 18.8 25.1 
EU 6.1 25.6 36.8 34.8 
North-East Asia 26.2 19.9 15.1 12.6 

Sources: World Bank, World Development Report 2004, September 2003; 
International Monetary Fund, Direction of Trade Statistics Yearbook 2002, September 2002. 
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The five countries in North-East Asia account for 20 per cent of total world gross 
national income (GNI), which shows the availability of affluent capital, although the share 
is relatively low compared to EU and NAFTA. Japan displays its strong economic power 
with GNI of US$4.3 trillion and takes two third of the region’s economic income. China’s 
GNI of US$1.2 trillion makes it now the world’s sixth largest economy.  

Among the economic components propelling the prosperity in the last two or three 
decades in the region, trade is considered a sustainable leading factor, which accounts for 
27 per cent averaged share in its total income, while its gross volume of trade of US$1.7 
trillion is equivalent to 13.8 per cent of world total trade. In particular, China’s trade grew 
from US$115 billion in 1990 to US$510 billion in 2001, achieving remarkable economic 
growth of an annual average of 10 per cent. 

An obvious trend of North-East Asian trade is the growing interdependence among 
the countries in the subregion as shown in table II–3. The share of North-East Asian 
intraregional trade rose from 18.0 per cent in 1995 to 19.4 per cent in 2002, mainly due to 
China’s increasing contribution to the regional merchandise exchange. Although it is still 
much lower than those of NAFTA (44%) and EU (60%), it is likely that the intraregional 
trade share of North-East Asia will increase further in the years to come. In view of the 
high level of economic complementariness existing among countries in North-East Asia, 
the opportunities for economic cooperation and trade among the countries in the subregion 
is expected to expand. 

Intraregional trade between China, Japan and the Republic of Korea shows a 
positive pattern. Leaving aside the Democratic People’s Republic of Korea and the Russian 
Federation, China, Japan and the Republic of Korea take a share of 93 per cent in gross 
volume of intraregional trade. The active trade relationship among the three countries 
clearly indicates that shipping and port transportation takes an important role in the intra-
trade escalation.  

The trade matrix for 2002 shows a general tendency that North-East Asian 
countries rely more on the regional partners for their imports than exports, but China and 
the Russian Federation, which are endowed with abundant resources, made trade surplus 
in the regional trade. The Democratic People’s Republic of Korea and the Russian 
Federation have great potential to participate actively in interdependent trade and this 
would have a positive influence on shipping and port transportation as well as economic 
development in these countries. 
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Table II-3: Trade matrixes of the countries in North-East Asia (1995 and 2002) 

(a) 1995 
(Millions of US dollars)     

Import 
 
 
Export 

China 
Dem-

People’s 
Rep. of 
Korea  

Japan Rep. of 
Korea 

Russian 
Federation 

North-East 
Asia (A) 

World 
(B) 

A/B 
(%) 

China  486 28,466 6,688 1,674 37,314 148,797 25.1 
Dem-
People’s 
Rep. of 
Korea 

58  306 79 14 457 829 55.1

Japan 21,934 257  31,292 1,170 54,653 443,116 12.3 
Rep. of 
Korea 9,144 208 17,048  1,416 27,816 125,058 22.2 

Russian 
Federation 3,377 70 3,173 747  7,367 82,913 8.9 

North-East 
Asia (A) 34,513 1,021 48,993 38,806 4,274 127,607 800,713 15.9 

World (B) 145,981 1,459 296,306 119,207 53,081 616,034   

A/B (%) 23.6 70.0 16.5 32.6 8.1 20.7  18.0 
 

(b) 2002 
(Millions of US dollars)     

Import 
 
 
Export 

China 
Dem-

People’s 
Rep. of 
Korea  

Japan Rep. of 
Korea 

Russian 
Federation 

North-East 
Asia (A) 

World 
(B) 

A/B 
(%) 

China  467 48,483 15,508 3,522 67,980 325,591 20.9 
Dem-
People’s 
Rep. of 
Korea 

246  209 272 10 737 1,021 72.2

Japan 39,958 133 28,612 944 69,647 416,726 16.7 
Rep. of 
Korea 23,754 370 15,143  1,066 40,333 162,471 24.8

Russian 
Federation 6,790 49 1,789 1,225  9,853 107,110 9.2 

North-East 
Asia (A) 70,748 1,019 65,624 45,617 5,542 188,550 1,012,919 18.6 

World (B) 295,171 2,066 416,726 152,126 66,243 932,332   

A/B (%) 24.0 49.3 15.7 30.0 8.4 20.2  19.4 

  Source:   IMF, Direction of Trade Statistics Yearbook 2003, November 2003; Ministry of Unification, 
Republic of Korea (http://www.unikorea.go.kr) for trade between the Democratic Republic 
of Korea and Republic of Korea. 
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2.2 Container Shipping Service 

Maritime transport has played a key role in facilitating the movement of goods and 
people between the countries in North-East Asia. Until the late 1980’s, regular scheduled 
shipping services were very limited in the subregion. With the increased movement of 
goods and people during the 1990’s, however, scheduled shipping services between North-
East Asian countries expanded dramatically. Major shipping routes have since been 
formed among China, Japan and the Republic of Korea, while the development of shipping 
services bounding to the northern part of the subregion has been very slow due to lack of 
sufficient cargo traffic. 

Shipping services in the North-East Asian subregion are regulated by bilateral 
agreements between the countries concerned. In most cases, only selected carriers are 
allowed to provide services on each of the bilateral routes with limited shipping capacity. 
This results in subdivided and therefore inefficient and small markets.3  

2.2.1 China – Japan 

China and Japan finalized the shipping agreement in 1974, two years after the 
diplomatic relationship between the two countries was normalized in 1972. Container 
shipping services on the China-Japan route started in 1976, carrying 7,000 TEU in the first 
year of services. In 2002, the container trade between China and Japan reached 1,846 
thousand TEU, representing an annual growth rate of 15 per cent during the last 10 years 
(table II-4).  

Table II-4. Container trade between China and Japan (1992-2002) 

(TEU) 

Year From China to 
Japan   

From Japan to 
China Total Growth rate (%)

1992 297,388 156,863 454,251 - 
1993 424,290 166,506 590,796 30.1 
1994 525,924 201,452 727,376 23.1 
1995 602,263 211,171 813,434 11.8 
1996 659,032 271,006 930,038 14.3 
1997 694,310 257,482 951,792 2.3 
1998 717,099 291,499 1,008,598 6.0 
1999 863,333 354,209 1,217,542 12.0 
2000 1,056,741 375,459 1,432,200 9.3 
2001 1,230,116 443,787 1,673,903 16.9 
2002 1,322,946 523,203 1,846,149 10.3 

Source:  Japan-China Liner Shipping Committee (Nicchu Teikou Kai). 

                                                 
3 Jun Il-Soo, “Introduction: An agenda for regional integration of transportation systems in North-
East Asia” in Jun Il-Soo ed., Creating a regional transportation system in North-East Asia, The 
Korea Transport Institute and East-West Center, 2000. 



Review of Shipping and Port Development in North-East Asia 

 9

Major ports of calling on China-Japan route include Shanghai, Tianjin Qingdao and 
Dalian in China and Tokyo, Yokohama, Nagoya, Osaka, Kobe, Moji and Hakata in Japan. 

Table II-5 presents a summary of the development of deployed shipping capacity 
on the China-Japan route during 1996-2001. While the Japanese shipping lines have been 
withdrawn from the China-Japan service, Chinese shipping lines increasingly dominate the 
market. 

Table II-5. China-Japan container shipping capacity by flag (1996-2001) 

(TEU) 
As of 1 July Japan   China Others Total 

1996 118,020 1,072,527 209,832 1,400,379 
1997 88,773 1,144,052 148,728 1,381,553 
1998 91,569 1,140,029 197,112 1,428,710 
1999 79,758 1,173,239 144,648 1,397,645 
2000 42,147 1,462,962 235,776 1,740,885 
2001 43,555 1,917,170 215,388 2,176,113 

Source:  Japan-China Liner Shipping Committee (Nicchu Teikou Kai). 

2.2.2 China – Republic of Korea 

China and the Republic of Korea opened formal diplomatic relations in 1992 and 
one year later, signed a shipping agreement in 1993. The container traffic between two 
countries has increased rapidly from 317,258 TEU in 1995 to 1,593 thousand TEU in 2002 
at an annual average rate of 16 per cent (table II-6).  

Table II-6. Container trade between China and the Republic of Korea (1995-2002) 

(TEU) 

Year From China to 
Rep. of Korea  

From Rep. of 
Korea to China Total Growth rate (%)

1995 317,258 252,034 569,292 - 
1996 318,636 293,874 612,510 7.6 
1997 419,698 314,160 733,858 19.8 
1998 392,711 337,519 730,230 -0.5 
1999 524,770 400,981 925,751 26.8 
2000 678,571 507,704 1,186,275 28.1 
2001 748,297 555,593 1,303,890 9.9 
2002 937,687 655,073 1,592,760 22.2 

Source:  Yellow Sea Liner Committee. 
 

Part of this increased container trade between China and the Republic of Korea has 
been the result of the surge in demand for transshipment to/from China, which increased 
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from 263 thousand TEU in 1995 to 623 thousand TEU in 2002. Of the total container 
traffic between China and the Republic of Korea, local trade between two countries 
accounts for around 60 per cent of the traffic and the remaining 40 per cent is transshipped 
at the ports of Busan and Gwangyang. 

Equal participation of China and the Republic of Korea is the basic principle that 
governs container shipping services on the China-Korea routes. The services are provided 
only by the members of Yellow Sea Liner Committee, which currently consists of 36 
shipping companies, including 14 Chinese and 13 Korean liner shipping companies and 9 
joint-venture car ferry operators. A total of 81 vessels, of which 70 are containerships and 
11 are car ferries, with weekly carrying capacity of 50,062 TEU, are in service on the 
China-Korea route.4   

2.2.3 Democratic People’s Republic of Korea 

Democratic People’s Republic of Korea opened maritime transport routes with 
Japan in 1962 and with the Republic of Korea in 1999. However, shipping services to the 
Democratic People’s Republic of Korea has not been active as the country relies mainly on 
land transportation for its export and import trades with China and the Russian Federation.  

Some conventional vessels are in service on the DPRK-Japan route. Two shipping 
lines of the Republic of Korea are carrying containers on the Incheon-Nampo and Busan-
Rajin routes. It is also known that there are some services being offered to/from the 
Russian Far Eastern ports such as Vladivostok and Nakhodka. 

2.2.4 Japan – Republic of Korea 

Liner shipping services between Japan and the Republic of Korea commenced in 
1965. Currently a total of 78 vessels, comprising of 71 containerships and 7 car ferries and 
with weekly carrying capacity of 34,584 TEU, are being deployed on the Japan-Korea 
route. This route is dominated by the Korean shipping lines joining the Korea Neaeseas 
Freight Conference (KNFC), which was established in 1991 and now accounts for more 
than 90 per cent of market share.     

Table II-7 summarizes the container trade between Japan and the Republic of 
Korea carried by the KNFC member shipping lines. The number of containers carried by 
the KNFC carriers increased from 371 thousand TEU in 1995 to 741 thousand TEU in 
2002, representing an annual growth rate of 10.4 per cent on average. In particular, the 
number of transshipment containers was surged from less than 40 thousand TEU in 1995 
to nearly 250 thousand TEU in 2002.  Of the total container traffic carried by the KNFC 
member lines, local trade between Japan and Korea now accounts for around two third and 
one third of the traffic is transshipped either at Japanese ports or at Korean ports. In the 
past, transshipment containers were mainly Korean trade feedered to Japan for 
transshipment, however, recent trend shows a rapid increase of transshipment traffic in the 
opposite direction.    

                                                 
4 Korea International Trade Association, Survey on current container shipping and airline 
services in North-East Asia, March 2004 (internal report in Korean). 
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Table II-7. Container trade between Japan and the Republic of Korea      
(1995-2002) 

(TEU) 

Year From Japan to 
Rep. of Korea  

From Rep. of 
Korea to Japan Total Growth rate (%)

1995 155,733 215,733 371,466 - 
1996 153,429 219,886 373,315 0.5 
1997 153,356 230,858 384,214 2.9 
1998 119,502 232,732 352,234 -8.3 
1999 163,074 307,982 471,056 33.7 
2000 197,523 368,782 566,305 20.2 
2001 223,724 412,617 636,341 12.4 
2002 285,646 455,265 740,911 16.4 

Source:   Korea Nearseas Freight Conference; Ocean Commerce Ltd. International Transportation       
Handbook 2004. 

Note:     Include containers carried by KNFC member carries only. 
 

2.2.5 Russian Federation 

Liner shipping service between Japan and the Far Eastern region of the Russian 
Federation started in 1967. Currently, one full containership is in service on the route 
connecting Vostochny and Japanese ports with a frequency of 2 sailings a month. For the 
service to Nakhodka, a Japanese operator deploys three conventional vessels for 4 sailings 
a month.5  

The Republic of Korea and the Russian Federation established a formal diplomatic 
relationship in 1990 and started liner shipping services between the two countries in 1991. 
Existing services include 3 weekly services between Busan, Masan and Vostochny; 2 
weekly services between Busan, Sokcho and Vladivostok; and a weekly service between 
Sokcho and Zarubino.6 

                                                 
5 Ocean Commerce Ltd., International Transportation Handbook 2004 (in Japanese). 
6 Korea International Trade Association, Survey on current container shipping and airline 
services in North-East Asia, March 2004 (internal report in Korean). 
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Table II-8. Russian Federation’s container trade to/from Japan and the Republic 
of Korea (1995-2001) 

(TEU) 
To/from Japan   To/from the Republic of Korea Year Export Import Total Export Import Total 

1996 2,696 7,504 10,200 17,169 20,671 37,840 
1997 3,488 4,677 8,165 16,490 27,391 43,881 
1998 2,617 6,859 9,476 13,934 30,271 44,205 
1999 2,451 4,624 7,075 10,894 25,566 36,460 
2000 2,072 3,206 5,278 10,711 27,191 37,902 
2001 2,618 4,138 6,756 11,981 32,599 44,580 
Source:   Country Report prepared by the national expert from the Russian Federation. 

2.3 Container Ports 

In the North-East Asian subregion, it is generally known that port facilities are 
quite sufficient in Japan and the Russian Federation relatively to their trade volumes. In 
China and the Republic of Korea, however, even massive port constructions have been 
unable to keep pace with the dramatic increase in their maritime traffic.  

Faced with serious problems due to lack of infrastructure, countries in North-East 
Asia have implemented new approaches to port development and management, which 
were traditionally funded and managed by the public sector. These new ways include 
deregulation, improvement of foreign direct investment and private sector involvement in 
ports.  

2.3.1 China 

At the end of 2002, the number of berths in operation in China totaled 33,600, 
among which 835 were deep-draft berths.7 As China’s exports and imports of container 
cargoes increase rapidly, Chinese ports increasingly dominate the ranking of the world 
container port throughput league. There are now seven Chinese ports included in the top 
30 container ports in 2003 – Shanghai, Shenzhen, Qingdao, Tianjin, Guangzhou, Ningbo 
and Xiamen.8  

In order to meet the increasing demand for port capacity, China has wide range of 
long-term port development plans sponsored by central government budget and foreign 
direct investment. Emphasis has been put on the development of container terminals at the 

                                                 
7 The Ministry of Communications of the People’s Republic of China, The 2002 Report on 
China’s Shipping Development, July 2003, p.17. 
8 Containerisation International, March 2004, p.85. 
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major ports including Yang Shan deep-draft port project, the first phase of which was put 
under construction in 2002.9 

Qingdao Port 

Qingdao port is a natural deepwater port located in the Yellow River basin and on 
the western Pacific Rim. Port of Qingdao has three port areas: Old Port Area, Huangdao 
Oil Port Area and Qianwan New Port. In 2003, the port achieved a record volume of 140 
million tons. With container throughput of 4.2 million TEU in 2003 the port was listed at 
3rd place in China and 14th in the world. 

In 2002, Qingdao Port Authority transferred the terminal function from Old Port 
Area to Qianwan New Port Area and Qingdao Qianwan Container Terminal (QQCT), a 
joint-venture between the Port of Qingdao Authority and P&O Ports, was established to 
operate existing 3 container berths totalling 766 metres. In 2003, additional 4 container 
berths of 1,660 metres were commissioned, offering 16-17.5 metres depth alongside with 
the capability to handle vessels up to 10,000 TEU. The total designed capacity of QQCT is 
expected to reach 4 million TEU in 2006 when three additional berths of 1,000 metres are 
completed, and further increase to 7.4 million TEU in 2010.  

About 500 metres from Qianwan Terminal, Qingdao Qianwan International 
Logistics Park started operations in 2004. The new park, which is a joint-venture between 
the Qingdao Jiayun Group, Shandong Kaifeng and Panama Shipping is situated on an area 
of 66.7 hectares. With railway and road connections nearby, the logistics park provides 
services including logistics information, custom clearance, import and export cargo 
distribution, international forwarding, transportation, warehousing and third party logistic 
services. 

Tianjin Port 

Situated in the North-East of China, 137 kilometres from Beijing on the coast of 
Bohai Sea, Tianjin Port is a key gateway to northern China. As the closest land starting 
point to the Asia-Europe land bridge, it is on course to become an important link between 
Europe and North-East Asia. Transshipment volumes with Mongolia, Kazakhstan and 
other inland countries continue rising. 

Tianjin Port is divided into 4 areas, i.e., (1) Inner River Port Area; (2) North 
Harbour Area; (3) South Harbour Area; and (4) Bulk Cargo Logistics Centre. North 
Harbour Area is mainly developed for containers and general cargoes while South Harbour 
Area is a modern port area for coal, coke, oil and petrochemicals. The Inner River Port 
Area is located at the lower reaches of Heihe River, handling general cargo. Tianjin port is 
now the third largest port in China after Shanghai and Ningbo. It handled 163 million tons 
of cargo including 3 million TEU of containers in 2003. 
                                                 
9 The Yang Shan deep-draft port project is designed to have 50 container berths that can 
accommodate the fifth and sixth generation of container vessels with the designed annual 
throughput capacity of 2.2 million TEU. The first phase of the project is expected to complete and 
put into operation by the end of 2005. (The Ministry of Communications of the People’s Republic 
of China, The 2002 Report on China’s Shipping Development, July 2003, p.18.) 
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At present Tianjin has 8 specialized container berths totalling 2,373 metres, of 
which 4 berths of total length 1,150 metres are operated by CSX Orient Container 
Terminal.  

Table II-9. Tianjin Port Container Terminals 

Operating Company Length
(m) 

Depth 
(m) 

Number of 
berths × 

capacity (dwt) 

Number of 
Gantry 
Cranes 

Tianjin Port Container       
Terminal Co., Limited. (TCT) 

398
825

12
15.2

1×50,000 
3×100,000 

4
8

CSX Orient (Tianjin) Container 
Terminals Co., Limited (CSXOT) 

1,150 14 4×25,000 8

Total 2,373 12-15.2 8 20
Source:  http://tctcn.com; http://csxot.com   

According to the General Development Plan of Tianjin Port which was jointly 
reviewed and approved by the Ministry of Communications and Tianjin Municipality, 
Tianjin Port will be developed into a modern port with multiple functions including 
transport arrangement, loading, unloading, warehousing, transshipment coastal industry, 
logistics, bonded storage and information services. The plan includes an investment of 
CNY7 billion to construct a total of 10 new container berths during the period from 2004 
to 2009. Another CNY1.1 billion will be spent on building a container logistics centre 
covering 5.4 square kilometres. It is expected that by 2010, the throughput will reach 300 
million tons, including 10 million TEU of container cargo.10  

Dalian Port 

The Port of Dalian, which is located at the southern tip of the Liaodong Peninsula, 
serves as the gateway to North-Eastern provinces of China. The port is linked to an inland 
container transport network with dedicated train services to the inner cities of Changchun, 
Harbin, Shenuang and Yanji with more than 40 departures every week. 

Container operation at the Dalian Port involves 2 terminals, both operated by PSA 
Corporation in joint-venture with the port authority. Dalian Dagang Container Terminal 
(DDCT) handles mainly domestic and coastal cargoes with annual handling capacity of 
400,000 TEU. Dalian Container Terminal (DCT), located in Dalian Jinzhou Economic 
Development Zone, has 5 container berths totalling 1,500 metres with annual handling 
capacity of 1.8 million TEU of international container cargoes. Container throughput of 
Dalian Port recorded 1.67 million TEU in 2003. 

The Port of Dalian is stepping up its development in a bid to become the 
international shipping centre for North-East Asia. Dalian Port plans to invest CNY$27 
billion on new and improved port facilities by 2010. By 2005, the total cargo throughput 
                                                 
10 http://www.schednet.com/home/index.asp?area=news, 3 November 2004. 
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of Dalian Port is expected to reach 150 million tons, with container throughput amounting 
2.5 million TEU. By 2010, total throughput will increase to 200 million tons and container 
throughput to 6 million TEU. 

2.3.2 Democratic People’s Republic of Korea 

With a heavy dependence on railway transport, road and maritime transport has 
played only a supporting role in the transport system of the Democratic People’s Republic 
of Korea. It is generally understood that the quality of port facilities in DPRK requires 
improvement. 

There are 7 international trade ports in the Democratic People’s Republic of Korea, 
i.e., Nampo, Chongjin, Rajin, Wonsan, Songrim, Haeju and Hungnam.11 Nampo Port in 
the west coast is located near to Pyongyang and has a total of 9 large berths with a 
combined length of nearly 2 kilometres Chongjin Port in the east coast has two main 
harbour areas; one specializing in coal and iron ore exports, while the other mainly 
handles imports of general and bulk cargo. With floating and multi-purpose cranes, 
container handling is available at Chongjin Port.12 Rajin Port, located at the centre of the 
Rajin-Sonbong Free Economic and Trade Zone, has 13 berths totalling 2,520 metres with 
the depth of 8-10.6 metres. Rajin Port is capable of accommodating ships of the 5,000 to 
30,000 tons class. Containers are handled using ordinary wharf cranes.13 

2.3.3 Japan 

National port and harbour policy in Japan provides for planned long-term 
development of the country’s ports in response to changing socio-economic development 
and port-related demands. According to the 1996 Council for Ports and Harbours report, in 
consideration of their significant affect on the country’s distribution channels and costs, 
investment in container terminals has been emphasized due to their contribution to 
lowering distribution costs. In 1998, new government policy on the development and 
operation of container terminals, the core of international container distribution, was 
formulated as a means of reducing usage costs and correcting the high cost structure of the 
local and national economies.  

To this end, Japan is moving towards developing gateway ports and subsidiary 
gateway ports. Deepwater, high standard international container terminals will be 
established at gateway ports in Tokyo Bay, Ise Bay, Osaka Bay and Northern Kyushu. 
These terminals will accommodate post-Panamax container vessels, which will further 
enhance multi-functioning as international distribution ports. Enhancing these ports will 
enable them to serve as global shipping channel network hubs, frequently providing port 
of call services and connecting each port of Japan with the rest of the world. The central 
ports in Hokkaido, Nihonkai-Chubu, Eastern Tohoku, Northern Kanto, Suruga Bay Coast, 
Chugoku. Southern Kyushu and Okinawa will be designated subsidiary gateway ports to 

                                                 
11 Presentation by the Delegation of the Democratic People’s Republic of Korea at the Regional 
Seminar on Commercial Development of Ports as Logistics Centres, 11-12 July 2002, Bangkok. 
12 Lloy’s List, Port of the World 2005. 
13 Vision for the North-East Asia Transportation Corridors, ERINA Booklet, Vol. 1, June 2002. 
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complement gateway ports. They will serve as bases for a shipping network that connects 
Japan with South-East Asia and other regions exhibiting remarkable growth.14 

Japan is also forging ahead with the “Super Hub Port” project to compete with 
other major ports in Asia in terms of cost and service by developing large-scale, integrated 
terminal systems and taking advantage of information technology (IT). In June 2004, 3 
Major Ports (Tokyo Bay, Osaka Bay and Ise Bay) met requirements for the “Super Hub 
Port”.15  

Tokyo/Yokohama 

 Tokyo Port has 3 container terminals. Oi Container Terminal, previously with 8 
berths (length 2,300 metres), has been renovated into 7 berths of 2,354 metres with water 
depth of 15 metres, which can accommodate post-Panamax containerships. Aomi 
Container Terminal has 5 berths with a total length of 1,570 metres capable of 
accommodating vessels of 35,000-50,000 dwt. Shinagawa Container Terminal has 3 
berths totalling 555 metres with 10 metres depth for vessels up to 15,000 dwt handling 
short-sea traffic. A fourth container terminal is under construction of 3 berths with a total 
length of 950 metres.16  

Table II-10. Tokyo Port Container Terminals 

Container Terminal Length 
(m) 

Depth 
(m) 

Number of 
berths × 

capacity (dwt)
Management/Operation 

Oi Container Terminal 660 
684 
330 
680 

15
15
15
15

2×50,000
2×50,000
2×50,000
2×50,000

Leased to shipping lines  
(K Line, Mitsui OSK, Wan 
Hai, NYK) 

520 
350 

12
14

2×35,000
1×50,000

Public berths 
Aomi Container 
Terminal 

350 
350 

14
15

1×50,000
1×50,000

Leased to shipping lines 
(Hanjin, Evergreen) 

Shinagawa Container 
Terminal 

574 10 3×15,000 Public berths 

Total 4,498 10-15 15 berths  
Source: Port of Tokyo 2004; http://www.tptc.or.jp 

 

                                                 
14 Ministry of Land, Infrastructure and Transport of Japan, Ports and Harbours in Japan 2002. 
15 http://www.mlit.go.jp/kisha/kisha04/11/110723_.html  
16 Port of Tokyo 2004. 
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In Yokohama Port, Daikoku Pier is equipped with container logistics facilities 
including 7 container berths of 2,020 metres (depth of 12-14 metres) and the Yokohama 
Port Cargo Centre (Y-CC), which started operation in 1996. At Honmoku Pier, there are 8 
container berths of 1,620 metres (water depth of 11-13 metres) controlled by the city and 6 
container berths under control of Yokohama Port Development Public Corporation. The 
completion of new container berths with a quayside depth of 15 metres is scheduled for 
the end of the fiscal year 2004. At Minami Honmoku Pier, at present, two 350 metres 
berth (depth of 16 metres) are in operation and two additional berths are planned.17 

Table II-11. Yokohama Port Container Terminals 

Pier Length 
(m) 

Depth 
(m) 

Number of 
berths × 

capacity (dwt)
Management 

720 12 3×30,000
Public berths managed by 
Yokohama City 

Daikoku Pier 

600 
350 
350 

12-13
14
14

2×35,000
1×54,500
1×57,500

Managed by Yokohama Port 
Development Public Corporation 
(YPDC) 

1,620 11-13 8×15,000
Public berths managed by 
Yokohama City 

Honmoku Pier 

600 
500 
300 
300 

13
13
14
15

2×35,000
2×25,000
1×40,000
1×60,000

Managed by YPDC; Leased to 
shipping lines (Sea-Land, K 
Line, APL, Mitsui OSK) 

350 16 1×105,000
Public berths managed by 
Yokohama City 

Minami 
Honmoku Pier 

350 16 1×105,000 Managed by YPDC 
Total 6,040 11-16 23 berths  

Source: Lloyd’s List, Ports of the World 2005. 
 

Kobe/Osaka 

In Osaka Port, container terminals are in operation at the Sakishima District 
(Nanko) and Yumeshima Island (Hokko South). At the Sakashima District, five 350 metres 
container berths (depth of 13.5-14 metres) are in exclusive operation under management of 
Osaka Port Corporation, while public terminal consists of 6 berths with a total length of 
1,615 metres (depth 10-13 metres). The Nanko International Container Centre and the 
Osaka Port Integrated Cargo Centre are also located in the Sakishima District. At the 

                                                 
17 Guide to the Port of Yokohama 2003. 
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Yumeshima Island, two 350 metres high-standard container berths with depth of 15 metres 
are currently in operation with another berth being under construction.18 

Table II-12. Osaka Port Container Terminals 

District Berth Length 
(m) 

Depth 
(m) 

Number of 
berths × 

capacity (GT) 
Management 

C1-C4 
C8 

1,400
350

13.5
14

4×40,000
1×45,000

Managed by Osaka Port 
Corporation (OPC) 

Sakishima 

R2-R3 
R4 
C6-C7 
C9 

480
185
600
350

12
10
12
13

2×20,000
1×10,000
2×35,000
1×45,000

Public berths 

C10 350 15 1×60,000 Public berth Yumeshima 
C11 350 15 1×60,000 Managed by OPC 

Total  4,065 10-15 13 berths  
Source: Port of Osaka 2003-2004. 
 

 In Kobe Port, there are 26 container berths totalling 6,230 metres at Port Island; 
19 berths totalling 5,325 metres at Rokko Island; 10 berths including 5 conventional/semi-
container berths at Maya Wharf. Four 350 metres long, 16 metres deep berths and two 
feeder berths at Rokko Island are under construction for completion by 2006.19 

Nagoya 

In Nagoya Port, five container terminals are in operation. Tobishima Pier South 
Container Terminal (Public) operates 2 deep-sea container berths (700 metres length, 15 
metres depth) for vessels up to 50,000 dwt; Tobishima Pier North Container Terminal 
(Public) 3 berths (620 metres length, 10-12 metres depth) for vessels of 15,000-35,000 
dwt; Kinjo Pier Container Terminal (Public) 2 berths (400 metres length, 10.5 metres 
depth) for vessels of 10,000 to 20,000 dwt; NCB Container Terminal (Nagoya Container 
Berth Co., Ltd.) 3 berths (900 metres length, 12 metres depth); and Nabeta Pier Container 
Terminal (Public Corporation) 2 deep-sea berths (735 metres length, 14 metres depth) for 
vessels up to 50,000 dwt.  

Three deepwater high-standard container berths with a total length of 1,050 metres 
(2 berths of 800 metres long and 15-16 metres deep; 1 berth of 250 metres long and 12 
metres deep; reinforced earthquake-resistant structure) are planned for the south side of 
Tobishima Pier with the first berth now being developed and scheduled to be operational 

                                                 
18 Port of Osaka 2003-2004. 
19 Lloyd’s List, Port of the World 2005. 
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in 2005. The third container berth (350 metres length, 14 metres depth) at Nabeta Pier is 
planned for completion in 2005.20 

Table II-13. Nagoya Port Container Terminals 

Container Terminal Berth Length 
(m) 

Depth 
(m) 

Number of 
berths × 
capacity 

(dwt) 

Operator 

Tobishima Pier North 
Container Terminal 

W90-92 620 10-12
2×15,000
1×35,000

Public 

Tobishima Pier South 
Container Terminal 

W93-94 700 15 2×50,000 Public 

Kinjo Pier Container 
Terminal 

W76-77 400 10.5
1×10,000
1×20,000

Public 

NCB Container 
Terminal 

R1-R3 900 12
2×35,000
1×25,000

Nagoya Terminal 
Service Centre 

Nabeta Pier Container 
Terminal 

T1 
T2 

350
385

14
14

1×50,000
1×50,000

Nagoya United 
Container Terminal 

Total  3,355 10-14 12 berths  
Source: Nagoya Port Authority (http://www.port-authority.minato.nagoya.jp/english/ container_ 

terminals.htm); 
 Lloyd’s List, Ports of the World 2005;                
 Containerisation International Yearbook 2004. 
 

2.3.4 Republic of Korea 

While the Republic of Korea has been implementing the long-term port 
development plan, timely expansion of port facilities has been delayed to meet rapid surge 
of export and import trade as well as drastic increase in transshipment demand from and to 
Chinese ports. As of 2002, for example, the total designed capacity of ports in the 
Republic of Korea was on average at the level of only 79 per cent of total demand. Worse 
is the situation in the case of container cargo. The ratio of supply of container handling 
facilities in Busan Port in 2002 remained around 65 per cent and nearly 30 per cent of 
container cargo were handled at conventional general cargo berths.21  

In an effort to realize the nation’s vision to play the role as the main logistics hub 
for North-East Asia, a vigorous port development plan is pursued to expand the facilities at 
the major ports.  Particularly, the ports of Busan and Gwangyang are planned to be 

                                                 
20 http://www.port-authority.minato.nagoya.jp/english/container_terminals.htm  
21 Ministry of Maritime Affairs and Fisheries, Republic of Korea, White Paper 2002-2003 (in 
Korean). 
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developed as mega container hub ports and the port of Incheon as a gateway of the Seoul 
and Incheon metropolitan area, in particular for the trade with China.  

Table II-14. Development Plans at Major Ports in the Republic of Korea (2004-2011) 

Port Existing No. 
of Berths 

Existing 
Capacity 
(TEU) 

No. of New 
Berths by 

2011 

Additional 
Capacity 
(TEU) 

Busan Port 21 6,000,000 1 400,000 
Busan New Port 0 0 30 8,040,000 
Gwangyang Port 12 2,830,000 21 6,500,000 
Incheon Port 8 835,000 9 1,735,000 

Total 41 9,665,000 61 16,675,000 
Source:  Ministry of Maritime Affairs and Fisheries, Republic of Korea; Ports; Korea Container Terminal 

Authority. 

 

Busan Port 

Located on the southeastern tip of the Korean Peninsular, Busan Port consists of 
North Harbour, South Harbour, Gamcheon Harbour, Dadaepo Harbour and Busan New 
Port, the last of which is under construction. Busan Port handled 10.4 million TEU of 
container cargo in 2003, being ranked the 5th in the world container port league. Owing to 
its advantageous location on the main trunk routes, Busan Port handled 4.25 million TEU 
of transshipment containers in 2003, more than 40 per cent of the total throughput. 

With the 4-phase port development projects, which began in 1974, Busan Port is 
now geared up with 21 container berths at 6 exclusive container terminals: Jaseongdae, 
Sinseondae, Gamman, New Gamman, Uam and Gamcheon-Hanjin,22 of which details are 
provided in the table II-8. A 300 metres berth extension is in progress at the Sinseondae 
Container Terminal to open in 2007. 

Busan New Port is under construction in Gadok Island, around 60 kilometres west 
of Busan. When completed with investment of US$7.7 billion, Busan New Port will be 
equipped with 30 container berths (25 main line berths and 5 feeder berths) of a total 
length 9,950 metres with an annual capacity of 8.04 million TEU. The first three berths are 
scheduled to start operation in 2006. 

 

                                                 
22 Ministry of Maritime Affairs and Fisheries, Republic of Korea, Korea’s Marine Policies: To the 
ocean, to the future. 
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Table II-15. Busan Port Container Terminals 

Container 
Terminal 

Length
(m) 

Depth 
(m) 

Number of 
berths × 

capacity (dwt) 
Operating company 

Jaseongdae 1,447 12.5-15 4×50,000
1×10,000

Hutchison Korea Terminals 

Sinseondae 1,200 14-15 4×50,000 Pusan East Container Terminal 
Gamman 1,400 14-15 4×50,000 Hutchison;Global Enterprizse; 

Hanjin Shipping; Korea Express 
New 
Gamman 

826 15 2×50,000
1×5,000

Dongpu Pusan Container Terminal 

Uam 500 11 1×20,000
2×5,000

Uam Container Terminal 

Gamcheon 600 13.5 2×50,000 Hanjin Shipping 
Total 5,973 11-15 21 berths  

Source:  Lloyd’s List, Ports of the World 2005;                                         
Containerisation International Yearbook 2004;                      

 http://pusan.momaf.go.kr  
 

Gwangyang Port 

The port of Gwangyang, which is situated around 180 kilometres west of Busan, 
started its container operation in 1998. The container throughput at Gwangyang Port 
reached 1 million TEU in 2002, after 4 years of operation, and 1.18 million TEU in 2003. 
Nearly 30 per cent of total container throughput at the Gwangyang Port is transshipment 
containers mainly to/from China. 

Gwangyang container terminal is currently equipped with four 20,000 dwt-class 
and eight 50,000 dwt-class container berths (length 3,700 metres, depth 12-15 metres), 
which were constructed during the first and second phases of the port development plan. 
The third and fourth phases are under way to build 21 container berths with a total length 
of 7,350 metres until 2011. When completed, the Gwangyang Port will have 33 container 
berths with a handling capacity of 9.33 million TEU every year. To keep up with a global 
trend of increase in container ship sizes, 4 berths scheduled for 2006 (phase 3-1) will be 
able to accommodate vessels up to 12,000 TEU and 3 berths scheduled for 2008 (phase 3-
2) are constructed as automated container terminal (ACT).  
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Incheon Port 

Five container berths (length 1,160 metres, depth 10-12 metres) on Pier No. 4 of 
the Incheon Port, which is situated inside lock gates due to tidal variation, are currently 
operated by Hanjin Shipping and Korea Express to handle container cargoes. Some 
containers are also handled at general cargo/container berths in South Harbour Area.  

A new container terminal in South Outer Harbour Area is being developed jointly 
by PSA Corporation and Samsung Corporation with the total estimated investment of 
US$200 million. The terminal will have three deep-sea berths with a total quay length of 
900 metres, of which the first berth is set to be completed and operational in 2004. The 
other two berths will be constructed based on future demand increase. Additional 5 feeder 
berths in the South Outer Harbour Area are also included in the port’s development plan 
until 2011. In South Harbour Area, 3 container berths with annual handling capacity of 
900,000 TEU are planned for completion by 2011. 

2.3.5 Russian Federation (Far East) 

Vostochny Port is the principal container port in the Far Eastern region of the 
Russian Federation. JSC Vostochny Port operates two general cargo/container berths 
(length 675 metres, depth 13.5 metres). Vostochny Port International Container Terminal is 
operated by Vostochny International Container Services (VICS), which is a Joint-venture 
of Vostochny Port, P&O Ports and CSX World Terminals. VICS operates two general 
cargo/container berths (length 672 metres, depth 12.5 metres) with a total capacity of 
approximately 400,000 containers per annum. 23 Container throughput of VICS was 134 
thousand TEU in 2002, which was well below the capacity. 

Vladivostok Port with two container berths (lengths 320 metres, depth 11.6 metres), 
handled 85,800 TEU of containers in 2002. Some containers are also handled at the port of 
Nakhodha, although detailed statistics are not available. 

The Russian ports in the Far Eastern region have the potential to benefit from 
possible increase in traffic between North-East Asia and Europe through the Trans 
Siberian Railway. The possibility also exists for Russian ports to handle transit cargo 
from/to North-Eastern provinces of China.

                                                 
23 http://www.vics.ru/scripts/issue.dll?lang=eng&idm=1  
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III. Bottlenecks and Priority Issues for the Development of Shipping 
and Ports in North-East Asia 

3.1 Bottlenecks to Shipping and Port Development in North-East Asia 

National experts were requested to review major bottlenecks and problems that 
hindered shipping and port development in their respective countries and to identify 
priority issues that should be addressed to promote the development of shipping and ports 
in each country and in the North-East Asia region as a whole. This section summarizes the 
bottlenecks and issues identified by the national experts.   

3.1.1 China 

During 1980’s China experienced problems in transportation of foreign and 
domestic cargoes. There exists a lack of terminals along the coastal and inland waterways. 
While much effort was made by the country during the last 20 years and the imbalance 
between supply and demand was narrowed, the infrastructure is still insufficient for future 
trade and transport demand. In particular, inland waterway network and port 
administration system are frequently referred to as in need of improvement. 

Although the ports in China now operate on a 24-hour basis in response to the 
demand for better services, the overall operational performance is impeded due to 
congestion in approaching areas to the ports and lack of intermodal transport linkages to 
the hinterlands, the use of obsolete equipment and technology, and high reliance on break-
bulk cargo handling methods. 

Container traffic in China has also continued to grow, particularly with the 
development of new specialized container berths during the 1990s. Containerization 
provides opportunities to facilitate trades, reduce damage to goods and improve reliability, 
thereby reducing inventory costs for business enterprise. Construction of dedicated 
container terminals should continue to keep pace with rapid growth in future container 
traffic. 

Port operations in China also face shortage of skilled labour, inadequate water 
depths, constraints in access to the hinterland and congestion in the port storage areas.  
Unnecessary delays are also occurred by inefficient and slow customs and quarantine 
procedures and port services such as pilot services.  

Water depth of many Chinese ports is limited to about 10 metres, while depth of 15 
metres is required to accommodate fully loaded large container vessels. Expansion and 
development of container port facilities needs to take into account the problems of access 
to the hinterland due to inadequate road, rail and waterway services.  
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3.1.2 Democratic People’s Republic of Korea24  

The main issue in shipping and port development in the Democratic People’s 
Republic of Korea is related to the slow economic and trade growth.  

The quality of transport infrastructure in the Democratic People’s Republic of 
Korea such as railways, roads and ports requires improvement. Further development and 
upgrade of transport infrastructures will be dependent on the economic and financial 
situation of the country.  

3.1.3 Japan  

Increasing container traffic from/to China and comparatively moderate traffic 
growth of Japan made the Japanese container market less attractive to shipping lines, and 
resulted in their operating interest shifting from Japanese ports to other ports such as 
Shanghai, Hong Kong, Kaohsiung, and Busan. Even Japanese shipping lines have 
relocated their operating headquarters outside Japan to the world container hubs in Hong 
Kong, China and Singapore, for enabling companies’ management to decide more 
effective market oriented strategies. 

Japanese ports are normally considered expensive and port users are charged much 
higher cost than those in their Asian neighbours. For example, a study shows that the port 
tariff level of Osaka Port is around 20 to 60 per cent higher than those of Kaohsiung Port 
and Busan Port.25 Particularly, shipping lines complain about the high level of terminal 
lease fees, which probably reflect high construction cost of port infrastructure and 
procurement cost of terminal superstructures such as quay gantry cranes and container 
yard cranes. High pilotage, towage and stevedoring charges are also sources of high costs 
of the Japanese ports. 

Performance of container cargo handling and related public services is not deemed 
very high in Japan. Major issues and recent developments are as the follows:  

(1) Procedures for ship entering/leaving and CIQ (customs, immigration and 
quarantine) clearance are time-consuming and complicated. Documentations at the 
ports still remain at “paper” basis procedures. Shippers and consignees are required 
to fill in many different forms and input the same data repeatedly for respective 
competent authorities. Around 70 per cent of the B/L are still issued on the hard 
copy basis. A progress has been made to tackle these problems by developing a 
single window system for all port related official documentations as a joint work of 
the three ministries. (Ministry of Finance, Ministry of Economy Trade and Industry, 
and Ministry of Land, Infrastructure and Transport). 

                                                 
24 Since the Democratic People’s Republic of Korea didn’t participate in the project, the country 
information was based on various secondary sources. 
25 ESCAP and Korea Maritime Institute, Comparative Analysis of Port Tariffs in the ESCAP 
Region, 2002. 



Bottlenecks and Priority Issues 

 25

(2) Stevedoring companies have decided, after crucial negotiation with the labour 
union, to provide round-clock cargo handling services. The CIQ and port offices, 
however, operate basically from 8 o’clock in the morning to 5 o’clock in the 
afternoon and are closed on Saturday, Sunday and national holidays.  

(3) Mechanization and automation of the container terminal has not been fully 
implemented in the Japanese container terminals mainly because of strong 
objection from the port labour unions. 

Capacity of coastal shipping is not sufficient to undertake efficient and cost 
effective container feeder transportation. The coastal shipping has been protected for 
decades under the government regulations, resulting in less competitiveness and strong 
dependence on subsidies from the Government. Because of its high freight, domestic 
container feeder service is not economically viable and needs improvement if it is to 
contribute to the competitiveness of Japan’s overall container transportation. 

3.1.4 Republic of Korea  

The Republic of Korea has been suffering from a shortage of port facilities.  Port 
capacity lags behind demand in several ports largely because past investments in the port 
facilities were not enough to meet rapid increase in trade and transport demand.   

While the Republic of Korea is ranked quite highly in merchant fleet capacity, 
evaluation of the whole shipping industry including port service shows several areas that 
can be further improved. The ports of the Republic of Korea maintain a relatively low 
level of port charges, but they also need to provide high quality of services including 
efficient inland transportation. It is also required to proved attractive environments for 
business investment in port development including logistics and distribution business. 

Institutional measures are also required to ensure stable supply of maritime 
manpower. The number of crew employed by the shipping industry decreased by 5.6 per 
cent per annum in the 1990s, mainly due to the spontaneous transfer to other, often higher-
paying, jobs on land. The limited source of crew and officers may threaten the existence of 
the shipping industry and there is a need to provide better training and more attractive 
incentives to seafarers. 

3.1.5 Russian Federation 

While there is excess capacities in the ports in the Far Eastern region of the 
Russian Federation, cargo handling equipments and control system require improvement. 
Insufficient cargo base has resulted in high level of tariffs, impeding competitiveness of 
shipping and port services.  

Capacity of the railway and roads are insufficient, particularly at the border 
crossing points. In order for the ports in Russian Far East to be benefited from handling 
transit cargoes to/from China, for example, border crossing facilities need to be developed 
and properly maintained.  
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3.1.6 Summary 

Bottlenecks and barriers identified by the national experts are summarized in table 
III-1 below.  

Table III-1. Bottlenecks and problems identified by national experts contributing 
to the project 

Country Problems 

China 

• Insufficient infrastructure capacity  
• Terminals along coastline and inland waterways  
• Inland waterway network  
• Port administration 

Democratic 
People’s 
Republic of 
Korea26 

• Slow economy and trades  
• Lack of freight cargo base 
• Lack of funds for infrastructure development  
• Concentrated on railway transportation  
• Inadequate shipping and port capacity 
• Lack of container handling capacity  
• Inadequate maritime fleet  

Japan 

• Moderate traffic growth  
• Expensive port costs  
• Moderate performance of cargo handling and related services 
• Time-consuming and complicated port procedure and 

documentation  
• Delay in mobilizing modern technologies  
• Inefficient and expensive coastal shipping  

Republic of  
Korea 

• Lack of port facilities  
• Insufficient investment  
• Less favourable business environment  
• Limited sources of crew and officers  

Russian 
Federation 

• Excess capacity in Far Eastern ports  
• Lack of road linkage, equipment and control system  
• Insufficient domestic freight base  

                                                 
26 The Democratic People’s Republic of Korea didn’t participate in the project and the information 
presented in this table was based on various secondary sources. 
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3.2 Priority Issues for Shipping and Port Development in North-East Asia 

Table III-2 categorizes the bottlenecks into three types: (1) infrastructure related 
bottlenecks; (2) institutional bottlenecks; and (3) different levels of development in 
countries. It also illustrates important issues that need urgent attention to address each type 
of the bottlenecks to the development of shipping and ports in North-East Asia. 

Table III-2. Priority Issues for Shipping and Port Development 

Bottlenecks Issues to be addressed 

Infrastructure 
bottlenecks 

• Insufficient port facilities  
• Continuous development, but still behind rapid increase in traffic 

(China, Republic of Korea )  
• Excess port capacity, but constrained by capacity of road/rail 

linkage (Russian Federation Far East)  

Institutional 
bottlenecks 

• Inefficient port management and operations  
• Complicated CIQ procedures  
• Rigid port labour system  
• Discrimination against foreign flag vessels  

Different 
levels of 
development 
among 
countries 

• Japan and Republic of Korea: advanced shipping and port 
industry  

• China: rapidly developing  
• Russian Federation: ready to take-off  
• Democratic People’s Republic of Korea: missing link  
• Different national interests and development strategies  
• Difficult to harmonize policies 

 

The shortage of port facilities and inadequate quality of port services are seen to be 
major barriers to the smooth flow of cargo in the North-East Asian subregion. Port 
investment is, in general, initiated by the public sector, in addition to tapping private sector 
domestic and foreign sources. For example, under the strategic master plan for port 
development in the Republic of Korea, the first step is to allocate sufficient public sector 
budget support for infrastructure improvements and then encourage private and foreign 
direct investment for superstructure improvements.  Faced with increased demand for 
capital investment in other sectors as well as in ports, it is unlikely that Governments will 
be either willing or be able to provide all of the capital required for future port 
developments. The private sector will need to provide a significant share of the total 
required investment. Foreign direct investment in port facilities can be realized when the 
investment conditions are stable with favourable business environment where fair and 
transparent dealing is guaranteed. 
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The past decade has seen many experiments with private sector investments in 
major ports that have historically been the exclusive preserve of the public sector. 
However, lack of transparency and unproductive bureaucratic intervention has been cited 
as major obstacles to further private sector involvement. This will require governments to 
develop more innovative incentives for private investment. At the national level, each port 
has its own culture and potential. Governments, in collaboration with their financial 
institutions, could institutionalize a range of mechanisms for public-private partnerships, 
which offer varying levels of risk, resource inputs and on-going involvement of the 
partners. For example, a joint-venture, in which both the government and the private sector 
contribute assets, resources, technology, management and operational expertise, could 
ensure sharing of the related risks and benefits between public and private sector partners. 

Institutional measures for increasing the fleet size of the regional shipping lines 
and for providing a stable supply of crewmembers need to be formulated for the shipping 
industry. Since the East Asian financial crisis, North-East Asian shipping companies have 
experienced financial difficulties, and in addition they have been forced to sell merchant 
fleet tonnage which puts them at a lower than optimum level of fleet size.  Countries may 
need to operate a sizeable ocean-going fleet if they wish to maintain a competitive status 
in the transport of seaborne cargoes that the region generates.  

The number of crewmembers employed in the shipping industry has been 
drastically decreased in Japan and the Republic of Korea, while China provided abundant 
seafarers to the regional job market. To keep or improve the qualification of seafarers 
provided from several countries in the region, efficient training institutes are required. The 
content of marine-oriented education and standards of seafarer training have to be changed 
to include recently developed advanced technology related to the operation and navigation 
of new ships and electronic systems.  Familiarity with information systems will be 
essential in a knowledge-based society.  

Increasing the level and quality of services in the regional shipping industry to 
meet international standards is another task to be undertaken by both public and private 
sectors. Shipping business is a major contributor in the whole process of logistics and the 
modern port area is home to a complex assortment of economic, logistics, recreational, 
and cultural activities. To achieve an efficient and competitive performance in the shipping 
industry, on one hand the quality of services needs constant improvement, and on the other 
hand the conditions ensuring the safety of vessels, cargoes, environment and human life 
need to be carefully monitored,.  Meanwhile the public sector should provide a fair and 
sound business environment by relaxing unnecessary regulations and lowering tax burdens 
to reasonable levels. The taxation system in the shipping industry should be further 
simplified and made more transparent. 

Maritime policy changes brought about by countries in the North-East Asia region 
over the last two decades are part of a much broader movement towards deregulation and 
liberalization of world trade and industry. For countries in the region, particularly 
developing countries, which are becoming increasingly reliant on shipping services 
provided by overseas fleets, it is of paramount importance to review policies and strategies 
to ensure that they can maintain access to efficient and competitive shipping services. At 
the same time, there is increasing concern with respect to the impact of liberalization of 
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maritime services on national shipping capabilities and the possibility that this may lead to 
the diminishing participation of countries in the region in the carriage of their sea-borne 
trade. 

The development of information systems and networks connecting shippers, 
carriers, third party logistics enterprises and port operators in the region is necessary. As 
countries in North-East Asia seek to further develop information and communications 
systems and capacities at a national level, it is necessary to bear in mind the need for 
integration of such systems at a regional and international level to ensure full participation 
in the global network.  
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IV. Subregional Cooperation for Shipping and Port Development in 
North-East Asia 

4.1 Introduction 

Cooperation is a generic expression describing joint activities carried out by at 
least two parties who are reciprocally committed.  Each party commits resources such as 
financial resources, know-how or time, etc., and through cooperation draws advantages 
such as financial savings, improvement in quality of services, increased market share, etc. 
Cooperation is a "win-win" deal for all parties involved.  

Other words such as partnership, alliance and strategic alliance are often used to 
describe the nature of cooperation more precisely.  The word partnership implies stronger 
ties because of the existence of a contract, and the commercial stakes involved.  The 
word alliance is a less binding category of partnership and is based on a "gentlemen's 
agreement" concluded for the long term -at least 10 years- in which parties agree to 
cooperate according to certain principles defined in the agreement.  The "gentleman's 
agreement" states the objectives and scope of cooperation but the activities are to be 
identified during the period of cooperation.  An "alliance" is a flexible agreement, 
whereas a partnership requires the drawing-up of a contract which defines precisely the 
object of cooperation, duration, rights and duties, etc.  An alliance is said to be strategic 
when parties seek to gain competitive advantages on the market through cooperation.  
The advantages range from a larger share of the market to an improvement in quality of 
services, through pooling of resources, etc.  The well known consortia in container 
shipping are examples of alliances. 

4.2 The Rationale for Cooperation in a Changing Environment 

Cooperation between shipping lines and port authorities or operators benefits all 
parties involved in the network.  Services of shipping lines' are not constant and fluctuate 
in accordance with trade volumes, costs, quality of service, a country's transport 
regulations, etc.  Cooperation between a port and shipping lines ensures that the needs of 
the shipping lines are satisfied through close relationships that make it possible to examine 
and solve problems. The transit costs of ships in ports are an important component of total 
transportation costs.  Some shipping lines move substantial volumes through their 
networks and thus require dedicated terminals. 

In addition, ports are the location where a shipping line is commercially 
represented and where services are sold to the shippers.  These are commercial and 
operational reasons why shipping lines tend to invest directly in ports and open their own 
port agencies and terminals.  The cooperation of national port authorities is required for 
the terminal operators to obtain rights and for the shipping companies to lease land 
required for business operation.  Sometimes a foreign shipping company and a local port 
operator set up a joint-venture to formalize their joint activities. 
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Ports are key links in international transport networks.  They are strategically 
located in the international transport chain as an interface in the cargo flow from one mode 
of transport to another and as a logistical platform for the exchange of information.  Thus, 
cooperation between operators is essential within the transport chain, including the 
information network.  Indeed, the performance of one link of the transport chain depends 
on the performance of the other links.  The strength of the whole transport chain depends 
on the capabilities of the weakest link. 

Information networks create opportunities for cooperation. Efficient transport relies 
as much on steady flows of up-dated information as on reliable infrastructure. Information 
which is produced on one side of the sea leg will be used all along the transport chain and 
especially in the port of discharge.  Thus, port authorities on behalf of the port 
community, cooperate to exchange information on dangerous cargo and also basic 
information required for port operations, i.e., time of departure of the ship, cargo 
description, etc.  A ship's agent can send by fax or EDI a description of the cargo, but 
also the plan of loading of the ship and other information required for swift port operations.  
Reliable communications and the ability to link with other ports will become an essential 
item of the services that must be provided by a port authority in the future. 

Integration of activities in shipping calls for cooperation among ports.  Global 
alliances and partnership agreements are being formed between the major "top 20" 
container shipping carriers.  These agreements are reshaping the shipping industry.  The 
traffic tends to be concentrated in a fewer number of ports called "main ports" or "hub 
ports". This consolidation of activities requires major investments, and upgrading of 
technologies & facilities to meet the requirements of regrouped operators.  Port 
authorities and operators must adapt to the changes.  One way of meeting the needs of 
shipping lines is for port operators to merge into a single company.  The alternative is to 
cooperate.  Cooperation with shippers, shipping carriers, and foreign cargo-terminal 
operators interested in potential profitability is an answer to the consolidation of activities 
in shipping, thus avoiding destructive competition.  

Private sector participation, in its many forms, has opened the door to cooperation 
between the public and private sector.  Traditionally, ports obtained funds from the 
government, whatever their level of profitability.  Nowadays, "cooperation" is a business 
strategy used by port operators, as other industries raise necessary resources from the 
market.  The investment needed to build and equip specialized terminals is a main reason 
for cooperation.  Thus, agreements with public port authorities normally include a 
provision for investments by the private container terminal operators to upgrade existing 
facilities into a fully-fledged container terminal and to provide the land-side equipment.  
This investment by private sector is in addition to that made by the port authority for 
dredging, piers, reclamation and the like.  The fact that the agreements are long-term 
ones seems to confirm the notion that the considerable capital required is the main reason 
for this cooperation.  

Cooperation is particularly relevant in the service industry.  Firstly, some services, 
for example port services, cannot be exported.  A shipping company needs to create its 
own office in the port of the country where it wants to offer a service.  This requires a 
transfer of capital to set up an office.  An alternative to the transfer of capital is to 
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cooperate with local partners who will provide the services on behalf of the company.  
Secondly, an international transport operation involves a chain of operators for each 
segment of the transport chain.  A multimodal operator will take responsibility for the 
total international transport service, but services are then subcontracted to local operators.  
In this context, cooperation between a contracting authority and subcontractors is required 
to assure the quality of services. 

Sustainable development and prevention of environmental deterioration is a 
priority concern of the international community. This issue cannot be treated on a national 
basis, as pollution effects cannot be contained within the national borders.  Marine 
pollution is a major issue that must be treated at the international level and with initiatives 
and concrete actions at the regional level. 

4.3 Advantage of Cooperation 

4.3.1 Cooperation to improve port operations 

Streamlining the operations within the transport chain is one objective of port 
cooperation.  The port is one link in the transportation chain, and port authorities and 
operators have to cooperate with foreign transport carriers, shipping agents and 
commissioners, as well as administrative services such as customs, veterinary services, etc., 
not only at the national but also at the regional and international levels. The port must 
strengthen its position in the chain and ensure a steady and efficient flow of cargo.  When 
a port develops a computerized system to manage port operations - cargo-handling, vessel 
management traffic system - the cooperation of the port users is required.  This day-to-
day cooperation must be strengthened through a real partnership between the port authority, 
port operators and port users. 

4.3.2 Cooperation and management of resources 

The main purposes of cooperation are to share costs, to pool resources and to 
reduce uncertainty.  This also means reducing the risk associated with large investments 
such as infrastructure, new terminals, etc.  When a port cooperates with shipping lines, it 
secures a higher degree of commitment from this type of users.  The cooperation is sealed 
through a contract between the port user and the port authorities/operator, or there is an 
implicit cooperation agreement through port tariff reductions or loyalty rebates. 

The development of a regional training centre is another example of how resources 
can be pooled and costs shared.  The number of people to be trained on a specific subject 
in the port and related disciplines is rather small, whereas the minimum fixed costs 
involved in running a good-quality training centre are high.  Regionalization of training 
through cooperation is a cost-effective alternative to national training. 

Cooperation is sought to secure both financial and human resources, which are 
sometimes seriously lacking in some countries, particularly in the least developed 
countries.  Pure commercial relationships are often not viable.  International/regional 
organizations are the main institutions for channeling development aid and assistance to 
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ports of developing countries.  The involvement of private operators seems to increase 
with the need to build global transport network.  

4.3.3 Cooperation and management of information 

Cooperation is the simplest method of obtaining first-hand information at low cost.  
It is through a formal/informal network relationship that port managers can identify 
commercial opportunities, changes in technologies, tests of new technologies and 
successes and failures in implementing new port policies, as well as obtain information on 
the behaviour of port customers for marketing purposes (e.g., on how quality and prices 
are appraised, etc.). New business opportunities are often identified through information 
exchange.  Almost all information is based on networking. Dissemination of information 
is one of the fundamental features of cooperation.  

4.3.4 Cooperation and regional common interest 

Another aspect of cooperation is reducing destructive competition.  In this respect 
one should be very cautious.  There is recognition that competition and the free market 
are two of the best features of a market economy.  Nevertheless, competition sometimes 
leads to a waste of resources and could be detrimental to the economy.  A cost/benefit 
analysis should be carried out to determine if it is better to compete or to cooperate.  An 
example of waste of resources is the over-investment by port operators in the hope of 
remaining or becoming leaders in the transshipment market. 

Competition can also be detrimental to a society when there is a race to expand 
without consideration for sustainable development.  Dredging projects have been 
developed in many ports as an answer to the increasing size of ships, but some ports were 
tempted to dredge their ports without careful environmental audit, thus putting the 
environment at a great risk.  A common standard approach must, therefore, be followed 
by ports in a region which are in competition to agree to follow certain principles.  Ports 
in the region could consider establishing common procedures by adopting a code of 
conduct or appropriate regulations.  

4.4 Suggestions by Country Experts27 

4.4.1 China 

The cooperation on shipping and port system among countries in the North-East 
Asia is very important for the economic development in this area. In order to develop the 
harmonious shipping and port system it is necessary to discover the key problems in this 
area. Some problems found are as follows: 

• Lack of mechanism for harmonious shipping and port policies among the 
countries. The principal problems exist in weak correlation between the vessels 

                                                 
27 This section summarizes, with minimum editorial changes, the views of the country experts 
provided in their country reports. 
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increase and port constructions, and each country has its own different 
regulations about market entrance policies for shipping industry. 

• Lack of a strong and efficient organization to coordinate the policies of 
shipping and port development in the area, though there exist the North-East 
Asian Shipping Forum and the Port Director’s Forum among major countries. 

• Each country only pays attention for the benefit of its own country not for the 
area. So the relations among the countries in the subregion are not very close 
like EU. 

• Lack of mechanism to exchange information regarding shipping and port 
development. If we have data we can make a mathematics model to set the 
target to develop the number and tonnage of the vessels and capacity of the 
terminal construction to solve the problem of over capacity of ocean vessels. 

In order to improve the situation and to solve the problems for rapid development 
of the shipping and port system in the subregion, the following suggestions are made: 

 

• Set up an organization on shipping and port coordination among the countries 
in this area. The organization should have the functions as follows:  

- Collect information on the shipping and port and other related data 
- Prepare situation papers of shipping and port to be provided to relevant 

authorities in each country 
- Conduct research on the development strategy of shipping and ports in this 

region 
- Organize seminars and formal meetings of experts or officials from all the 

countries in the region to diagnose the problems and discuss to solve the 
problems 

- Make some disciplines to control ship building and terminal constructing 
actions or to promote some new modes or methods if necessary 

• Encourage the shipping and port companies of each country to set up joint-
venture companies to develop new business. Encourage the companies to join 
in efforts to do business no matter whether the company is public or private. 

• Make up some new policies to support the joint-venture companies and joint 
business of the subregion, such as tax reduction and free access to other 
country’s market. 

• Simplify and harmonize the CIQ procedures to facilitate the cargo or passenger 
transport among the countries in the subregion. 

4.4.2 Japan  

Possible development of North-East Asian Transport Corridor is under discussion 
among the Director Generals of Ports from China, Japan and the Republic of Korea. The 
corridor will link China, Japan and the Republic of Korea with Europe by sea and land 
transport, and enable the North-East Asian countries to expand their international trade and 
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accelerate the economic growth. North-East China may be one of the most interesting and 
future promising business frontiers, for which the corridor will provide gateway ports and 
inland rail and road connection for exporting rich natural resources and production goods. 
The government seeks further cooperation and concerted actions of the three countries, 
which will pave the way to materialize the corridor’s development. 

Facilitation of sound competition and avoiding over-investment in container port 
facilities in the North-East Asian area may be another agenda to be discussed among the 
countries. The Republic of Korea’s government is keen on expanding container handling 
capacity of the ports of Busan and Gwangyang. Construction works of a new mega-
container port have just started offshore Shanghai to expand container handling capacity of 
Shanghai port, of which further development has been hindered because of the shallow 
access channel upstream of the Yangtze River. The new port will start operating the 
planned five deep-sea container berths in 2005, and is to be expanded to more than 50 
berths. The Japanese government is also chasing, in its new long-term port policy, a 
possibility to attract more transshipment cargoes from the North-East Asian neighbouring 
ports. All these investments for the newly expanding container ports should be carefully 
implemented and reviewed from time to time by the respective government in line with the 
clear understanding and strategic thinking of how the government plays a proper role for 
facilitating appropriate competition among container terminals with the least port 
investments. 

Taking into account a big potential of North-East China, economic development of 
this area may be the most important key factor for China, Japan and the Republic of Korea 
to maintain future economic growth. In the light of this, the government considers that 
further efforts and concerted actions of the three governments to facilitate the border 
crossing interchanges of passenger and cargo traffic will benefit all of the countries. 
Development of the above mentioned North-East Asian Transport Corridor is the one 
which the government has been prioritizing for near future materialization. Strong 
initiative may be needed in the area of processing further joint studies for developing other 
transport corridors in the North-East Asia. Facilitation of compatibilities of the border-
crossing-related technical standards such as power supplies, rail gauges, and road safety 
measures may be considered another important agenda to be carefully discussed. 

4.4.3 Republic of Korea  

Lack of harmony amongst agencies and ports is sometimes identified as one of the 
barriers in the development of marine transportation. Without more harmony in the 
process of coordinating interested groups, better results cannot be expected. As we become 
more concerned with the quality of life factors, compatibility of port construction with 
environmental hygiene and human safety should be carefully dealt with for more port 
citizens’ satisfaction. Therefore, the process of explanation, hearings, discussion, 
persuasion and consent will be essential in the port planning phase to promote 
understanding and agreement among residents and NGO groups. These kinds of 
cooperation are also needed amongst neighbouring ports and countries, so as to avoid 
excess investment on the one hand, or shortage of port facilities, on the other, in the North-
East Asia region.  
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4.4.4 Russian Federation 

There is a lack of precisely marked strategy on the side of the federal authorities 
and the local governments for the implementation of existing international projects on 
international transport corridors in the Far East. It may be necessary to establish an 
effective international cooperative mechanism for each of the corridors with participation 
of concerned countries including the Russian Federation. 

Cooperation for developing international transport corridors may include:  

• Primorsky Krai 1 (Harbin - Vostochny) 

• Primorsky Krai 2 (Hunchun - Zarubino) 

• North-Eastern provinces of China - ports of Western coast of USA 

4.5 Scheme for Subregional Cooperation 

Currently the shipping market in North-East Asia is independently divided into 
three parts of China – Republic of Korea route, Japan – Republic of Korea route and China 
– Japan route. Productive and effective results cannot be expected in this segmented 
market environment and an integrated shipping transport system needs to be established. 

North-East Asia has a high potential of complementary cooperation and of 
becoming one of the major economic blocs in the world. With the introduction of the 
WTO, cooperation in the shipping market should give way to multilateralism in the 
markets like that of EU or NAFTA. It will make the shipping market be competitive, freely 
and fairly, as well as achieving the protection of the environment, standardizing the labour 
condition.  

Existing maritime dialogues among the countries in North-East Asia are mostly 
bilateral or trilateral and multilateral dialogues to discuss shipping and port issues together 
do not exist. Currently, director generals of ports in China, Japan and the Republic of 
Korea meet every year at the Port Director Generals’ Conference. It would further promote 
subregional cooperation if it is expanded to a broader conference consisting of all 
countries in North-East Asia.  

An institutional mechanism could also be considered to achieve systematic and 
effective cooperation among governments and businesses in the regions. For example, a 
unitary shipping and port association or committee could be established with government 
agencies port authorities and business firms in participating countries being its members. 
It may especially deal with matters such as the exchange of experts, consulting, and 
technical support to improve the efficiency in maritime transport and ports. 
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V Conclusion 

During the implementation of the project, priority issues and area for subregional 
cooperation for the development of maritime transport and ports were identified.  

A lack of sufficient port facilities for future increases in demand has been observed 
in some countries of the North-East Asian subregion.  However from the subregional 
perspective, attention should be paid to avoiding possible over-investment in port 
development. Coordination of the development plans of individual countries seems 
difficult, however, exchange of related information on the respective development plans 
will be helpful. In this regard, detailed demand forecasts of intraregional cargo movement 
are required for planning of future development of port facilities in the region.  

Efficient inland intermodal transport including road, rail and inland waterways 
need to be developed to provide connections to port hinterlands. Port facilities in the 
northern part of North-East Asia are not sufficient for China and Mongolia to access 
through inland transportation. At the same time, due to the lack of efficient inland 
intermodal transport, opportunities are limited for the ports in the subregion to serve 
expanded hinterlands.  

Therefore, priority should be given to the development of ports in the northern part 
of North-East Asia to be available for China or Mongolia to access through inland 
transportation.  For example, the North-Eastern provinces of China could use the ports of 
Vladivostok, Nahodka and Rajin according to competitive factors, such as high efficiency, 
better service and lower cost.  Port of Vostochny in particular could also be developed as 
a transshipment centre equipped with adequate facilities and providing linkages for 
container cargoes transported between North-East Asia and Europe through Trans-Siberian 
Railway system. 

Currently, different bureaucratic institutions such as documentation and CIQ 
procedures in each country of North-East Asia cause delays in border crossing between the 
countries. Harmonization of regulations related to maritime policies and border crossing 
among countries in the subregion is necessary to facilitate intraregional trade and transport.   

Harmonized transportation system in the subregion is recommended.  The case of 
EU can be reviewed for bench marking.  Subregional transportation network 
(transportation corridors) could be formulated and reviewed from the subregional 
viewpoint.  In order to operationalize possible transport corridors, it is important to 
secure fair trade and transparency, for which a watch-dog system could be set up. 

Formation of a North-East Asian subregional shipping and port forum among 
senior government officials is recommended to enhance mutual understanding of member 
countries in such a specific field as shipping, ports, information, international ferry system 
or logistics.   The possible agenda of the forum may include exchange of information, 
publication of annual reports, joint studies on maritime transportation of the subregion and 
establishment of communication channel among the countries. The multilateral forum, 
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which would be firstly composed of working level of director generals or deputy director 
generals, could be leveled up to the ministerial level afterwards. 
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Annexes 

Annex I                                
The Asian Development Bank and an Integrated Transport System 

Kim Jraiw  
Infrastructure Division, East and Central Asia Department, ADB  

1.  Introduction  

The Asian Development Bank (ADB) is a multilateral development finance 
institution dedicated to reducing poverty in Asia-Pacific region. Established 35 years ago, 
it is now owned by 61 members mostly from the region. ADB has over 2,000 employees 
from nearly 50 countries. It raises funds through bond issues on the world’s capital 
markets and also relies on contributions from its members. 

Transport infrastructure development, however, remains an essential area of ADB's 
assistance since adequate roads, ports, and railways are needed to ensure sustainable and 
efficient pro-poor economic growth, improve economic productivity, and create the 
conditions in which the private sector can prosper. Good infrastructure is also needed for 
the efficient delivery of social services such as education and public health. 

The paper introduces an overview of port sectors. It then describes ADB’s strategy 
in financing projects, and how ADB is helping the People's Republic of China to meet its 
infrastructure requirements of ports, primarily under the ADB’s public sector operations. 
The paper also highlights ADB’s future lending programme, and describes ADB’s private 
sector operations.  

2. Port Sector  

Unlike roads, ADB involvements in the port sector are limited, particularly in 
China. There are two main types of ports in China, seaports and river ports.  There are 
over 460 seaports along the 18,000 kilometres coastline. Twenty six of these are main 
ports that account for 86 per cent of all port traffic in China. There are about 2,000 river 
ports controlled mainly by local municipalities. Although the ports in China operate on a 
24-hour basis in response to the demand for higher services, the operations are inefficient 
because of congestion in the approach areas to the ports and transport links to the 
hinterlands, the use of obsolete equipment and technology, and the excessive reliance on 
break-bulk cargo handling methods.  

Foreign trade in China has increased rapidly since economic reforms began in 1978 
and totaled over $310 billion in 2001. Around 90 per cent of international trade is handled 
at the seaports.  Ports and costal shipping also play an important role in domestic, and 
some international, transportation by providing and alternative north-south transport mode. 
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Container traffic in China has also continued to grow, particularly with the development of 
new specialized container berths during the 1990s. Containerization provides opportunities 
to facilitate trade reduce damage to goods and improve reliability, thereby reducing 
inventory costs for business enterprise.  

Apart from insufficient specialized berths compared with the projected growth in 
traffic, the main constraints facing port operations in China are skills shortages, inadequate 
water depths, and constraints in access to the hinterland. Reducing congestion in the port 
storage areas by using onshore handling and storage equipment could also help to improve 
berth efficiency. A related weakness in the ports systems is the delay in shipping caused by 
inefficient customs and quarantine procedures, and port services such as pilotage. 

Some ports also have depth limitations of about 10 metres.  To accommodate 
fully loaded large container vessels, the depths should be around 15 metres. Expansion of 
container port facilities for intermediate size container ships at key ports is necessary to 
overcome the problem of access to the hinterland due to inadequate road, rail and 
waterway services. 

Port development planning in China must take into account the changing 
technology at sea and the results to be anticipated by the investment and marketing 
strategies adopted by the national and local governments, port operators, and ship owners. 
The most notable consideration is the continued rapid increase in the containerization of 
interregional traffic accompanied by rapid increase in interregional trade among the 
countries of Asia. In 2001, China’s total export to the main Asian countries was 40.4 per 
cent, see table 1.    

Table AI-1. 2001 Direction of China’s Trade 

(Millions of US dollars) 

Country or area Export 

USA   75,519 
Hong Kong, China   59,973 
Japan   47,501 
Republic of Korea    11,738 
Germany   10,462 
Netherlands    7,664 
United Kingdom     7,323 
Singapore    6,126 
France    5,244 
Italy    4,827 

Total  310,240 
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The most significant factor affecting port planning in China is the growth, cost and 
congestion of container traffic, particularly through Hong Kong. Port investments need to 
be responsive to this rapid containerization growth. Port management strategies also need 
to consider more carefully the potentially greater flexibility available to ship owners in 
switching container ship size, routes, and shipping company alliance. Strategies should 
provide port managers with the authority to adopt greater flexibility in their marketing 
efforts, which must be tailored to meet the need of port users. Efficient containerized links 
to inland destinations is also necessary to attract more port users. Efforts to improve the 
efficiency of trade documentation through electronic data interchange are required. 
Development of intermodal transport is required, especially when the highway and rail 
networks become well integrated with the port, urban transport and land use planning. 

3. Role of ADB in Infrastructure Financing 

Poverty reduction is ADB's overarching objective. ADB has a long history of 
supporting the development of infrastructure in the Asia-Pacific region. Infrastructure 
development requires long-term financing. Adequate and efficient infrastructure is needed 
to promote pro-poor economic growth in the region. This is a major challenge in China, 
for example, given its vast size and large population, and the fact that China is in the midst 
of a far reaching transition from a centrally planned economy to a market economy. These 
factors make universal access to roads, ports, markets, and services difficult, particularly 
among the millions of people living below the poverty line in rural areas. 

ADB's support for infrastructure development does not simply involve the 
provision of loans to finance priority projects. An important part of ADB's operational 
strategy is to create a policy environment that is conducive to the efficient development 
and expansion of the needed infrastructure facilities. Thus, ADB provides technical 
assistance (TA) grants to help prepare projects, to assist the Government in undertaking 
policy studies, and to build institutional capacity in the planning, financing, 
implementation and monitoring of infrastructure projects. Lending, policy advice and 
institutional capacity building are used to implement the operational strategies for the road, 
port and railway sectors. The impact of infrastructure development on the poor is carefully 
assessed, including social and environmental dimensions. 

Promoting cost recovery and alternative methods of financing, including private 
sector participation, are common themes that ADB is pursuing. Projects that enhance 
regional cooperation, such as roads linking Yunnan Province and Guangxi Autonomus 
Region with the countries in the Greater Mekong subregion also merit special 
consideration. 

In the 1990’s, ADB had complimented Overseas Economic Cooperation Fund of 
Japan and World Bank investments, which provided most of the external assistance for the 
port sector in China. The policy dialogue undertaken by ADB during the processing of the 
port projects covered; 
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• decentralization of port management 

• cost recovery, e.g., tariff setting 

• integrated transport system and regional development 

• private sector and foreign investments 

• capacity building 

• management of foreign exchange risk 

• redesign of accounting system and standards 

• competition in the port sectors 

• regional cooperation 

• enhance port capacity, and socio-economic in the hinterlands of the ports.  

4.  Port Projects 

Since 1991, ADB has provided 6 loans totalling nearly $254 million to finance the 
development of five ports in China. ADB has also financed several seminars and provided 
TAs to help China identify constraints and enhance reforms in the port sector. All projects 
were accompanied by TAs to enhance port planning, operation and management. One 
example is the 1993 seminar on Port Investment and Competition in Tianjin, and TA for 
Management and Operational Strategies for Port Authorities. ADB also participated in the 
1995 ESCAP study Privatization in Ports, Waterways, and Dredging, including 
preparation of Guidelines for Private Sector Investments in Ports and Dredging. ADB has 
supported expressway projects, which facilitate the port operations, such as the Hebei 
expressway (and Port of Quinhuangdao). An international conference was convened in 
January 1999 in Beijing to advance reform in the port sector. All TA items, and 
recommendations of the seminars were either implemented, or are being implemented, 
with the assistance of ADB staff and a consultant team. To date, five port projects are fully 
operational. Evaluation of the completed projects indicates that the projects are successful 
or highly successful.  
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Figure AI-1   Sector Distribution of Approved Loans (as of 30 June 2001) 

 

1.  Dandong, Yingkou, and Yantai I Ports Project 

In China, the first ADB-financed port project was approved in December 1991. 
The total Project cost was estimated at $259.6 million equivalent. The ADB loan was 
$88.8 million to finance all the foreign exchange cost plus some of the local cost. The 
Government financed the remaining local currency cost.  

The objectives of the Project were to foster economic development and improve 
economic efficiency in the hinterlands of the ports of Dandong, Yingkou, and Yantai. 
These are primarily in Liaoning and Shangdong provinces, and include parts of Jilin, 
Shanxi, Shaanxi, Henan, and Hebei provinces. The Project aimed to remove physical 
constraints on the growth of foreign and domestic trade, and enhance efficient port 
operations and cost recovery.  

As a result of economic reforms, rapid economic development took place in the 
hinterlands of the Project ports generating increased volumes of domestic and foreign 
trades. Expanding the capacity of the Project ports was necessary to support the economic 
reform process, cope with the consequential increase in traffic, and improve operational 
efficiency. The following criteria were used to define the investment at each port: 
consistency with the master plan for port development; focus on the most urgently needed 
capacity expansion; increased port operational efficiency through the use of modern cargo-
handling equipment; the least-cost method for increasing port capacity; adequacy of 
transport links to the hinterland; and environmentally sound development. In addition to 
capital investment, further policy reform in the port subsector was required to promote 
economic development and port efficiency. 

The Project comprised construction of port facilities including deepwater berths, 
access channel and basins, and improved road and railway access to the ports and storage 
areas; procurement of cargo-handling equipment, harbour craft, commodity inspection and 
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other equipment; and consulting services and training. The proceeds of the loan were 
relenting by the Borrower, China, to the Executing Agencies (EAs) for the three port 
components: Dandong Port Authority (DPA), Yingkou Port Authority (YKPA), and Yantai 
Port Authority (YTPA). Two technical assistance (TA) grants were approved together with 
the loan. The objectives of TAs were to identify ways of increasing foreign investment and 
competition in China port subsector, improve port operational efficiency at the Project 
ports, strengthen computer operations in the ports of Yingkou and Yantai, expose financial 
management staff to international accounting and financial management practices, and 
facilitate the introduction of improved Port Costing Management Information System 
(PCMIS) at the Project ports. 

Project Schedule: The implementation period envisaged at appraisal was about five 
years from the loan approval date of 13 December 1991. The Project was completed on 
time. Procurement of all goods and services financed by ADB was fully completed in 1998. 
Railway access to Yantai Port, which was not financed under the loan, was also completed 
in 1998.  A total of 34 contracts for international competitive bidding (ICB), 1 for local 
competitive bidding (LCB), 44 for international shopping orders, and 16 for direct 
purchase (DP) were implemented for the three port components under ADB financing. 
International consultants were recruited under the loan to assist the executing agencies. 
The consultants successfully improved the staff capacity and skills in port operations and 
financial management, and introduced and mobilized the PCMIS for the ports. 

Environmental and Social Impact: The Project has no significant environmental 
impact. Mitigate measures were incorporated in the Project and implemented by the EAs. 
All of the dredged materials were used for reclamation or dumped into an area enclosed by 
cofferdams. Sprinkler trucks for cleaning coal dust on the wharf, equipment for spilled oil 
recovery and treatment, and vessels for the collection of solid waste and contaminated oil 
were included in the Project to reduce potential environmental impacts, contribute to the 
improvement of the work environment in the port area, and better comply with the 
requirements of the Marine Pollution Convention (1973/78). Afforesting a buffer zone 
between the port area and residential or commercial area was also carried out to reduce 
noise and dust from port activities. To ensure that the port development and operation are 
environmentally sound, Environmental Protection Units (EPUs) were established within 
the respective port authorities. EPUs have contributed to environmental protection in the 
Project ports by (i) incorporating environmental mitigation measures in the design of port 
facilities, (ii) monitoring the environment in the port area in cooperation with concerned 
departments of the municipal governments, and (iii) preparing regulations and guidelines 
for environmentally sound port operations. 

As most of the land required for construction of the Project facilities was within the 
boundaries of the Project ports and under the jurisdiction of the EAs, land acquisition and 
resettlement were required only for railway access. Resettlement for the railway access in 
Yantai Port did not involve resettlement of the local population. It involved mainly the 
relocation of ore stockyards inside the port and replacement of buried pipelines and cables 
at an intersection with one main road in Yantai City. No significant social impact was 
associated with these relocations; however, the negotiation and coordination for these civil 
works were time-consuming. The Project is considered to have a positive social impact 
because it has provided the local population with more employment opportunities. 
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Benefits: The traffic at Dandong Port in 1997 was 2.20 million tons (t), which was 
very close to the appraisal forecast of 2.11 million tons. Based on this trend, traffic was 
forecast to grow about 4 - 5 per cent annually.  At Yingkou Port the traffic in 1997 (15.8 
million tons) was 58 per cent higher than the appraisal forecast (10.0 million tons). Traffic 
was forecast to grow about 4 - 5 per cent a year, higher than the appraisal estimate. The 
traffic at Yantai Port in 1997 was 15.60 million tons, about 30 per cent higher that the 
appraisal forecast of 12.22 million tons. 

After the Project became fully operational in 1995, the first benefits experienced 
by Dandong Port were the reduced constraints on domestic and international trade, 
upgraded port services, and enhanced cost control. The result is increased traffic 
diversification and competitiveness. DPA also benefited from human resource 
development and introduction of a more modern port management system. The average 
ship turnaround time decreased from 3.1 days before the Project to 2.8 days in 1997. 
Traffic increased from 1.43 million tons in 1993 to 2.06 million tons in 1996 and 2.20 
million tons in 1997. 

The benefits experienced by Yingkou Port were the reduced constraints on 
domestic and international trade development due to increased port capacity. The new 
communications and computer system also improved management operations and 
contributed to overall port efficiency. Total cargo throughput increased from 6.7 million 
tons in 1993 to 15.8 million tons in 1997. The average ship turnaround time was reduced 
from 7.5 days in 1993 to 3.5 days in 1997. 

The first benefit experienced by Yantai Port was the reduction of constraints on the 
development of international containerized traffic. Growth in container traffic had ceased 
in 1997 due to the limited container-handling facilities and resumed in 1998 with the 
installation of the Project facilities. A further benefit is the reduced lighterage costs for 
large vessels with more than 10.5-meter draft. These vessels can now be serviced at the 
Project facilities. 

Conclusions: The construction of Project facilities and the procurement of 
equipment were completed successfully and helped accommodate the substantial increase 
in cargo volumes at the three Project ports. The Project has contributed to the development 
of the hinterland by removing physical constraints on foreign and domestic trade and 
improving efficiency in port operations. The Project is considered generally successful. 

2.  Fangcheng Port Project  

The Fangcheng Port Project’s rationale was to promote the economic growth of the 
poor areas of Guangxi Zhuang Autonomous Region (GZAR) as well as the western region 
of China by addressing transport constraints through increased port capacity, modernized 
operations, and improved transport linkages to the hinterland of Fangcheng Port. The 
Project aimed to remove physical constraints on the growth of foreign and domestic trades, 
and to enhance cost recovery. The scope of the Project included a port component for 
$32.0 million to construct a one-berth container terminal and a one-berth bulk cargo 
terminal at Fangcheng Port; a highway component for $20.0 million to construct a 20-
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kilometres stretch of the 45 kilometres two-lane port access expressway connecting the 
port with Nanning by way of Natan; and support for policy reforms in port pricing, 
management efficiency and autonomy, human resources development, and strengthening 
of port and highway planning institutions, construction, and operation and maintenance. 
The Project was estimated at appraisal to cost $135.0 million equivalent, and fully 
completed in 2001. 

The Project benefits the poor community and therefore meets ADB’s overarching 
goal of poverty reduction and its objective of developing integrated transport systems. As 
estimated at appraisal, implementation of the Project has met the following objectives: 
provision of bulk cargo and container facilities for the port hinterland to improve 
operational efficiency of Fangcheng Port and increase its capacity from 6.98 million tons 
to 10.89 million, promotion of integrated transport planning and development of an 
intermodal transport system linking rail, road, and sea; easing the hinterland’s traffic 
congestion and enabling the efficient movement of people and goods; the development of 
human resources to strengthen institutions responsible for port and highway construction, 
management, and operations; development of the hinterland’s economy to create more 
employment opportunities and raise the living standards of the people; and support for 
implementation of the nation’s strategy to develop its western parts and foster regional and 
international trade (particularly with Viet Nam). 

In its first full operational year, the throughput bulk terminal (berth no. 9) The 
operation of berth no. 9 has also played a very important role in relieving the congestion of 
deepwater berths and shortage of stockyards at the port and has consolidated position of 
the port in handling large quantity bulk cargoes. 

The operation of berth no.10 has pushed the container trade at Fangcheng Port into 
a new development stage and has provided hardware conditions for the expected and 
foreseen rapid development of the port’s container trade. In 2001, the container traffic at 
Fangcheng Port reached 20,126 twenty-foot equivalent units (TEU), 26.4 per cent up from 
the previous year. Currently there are eight regular container vessels serving the port every 
week. Several international shipping lines have opened regular service at Fangcheng Port 
and established representative offices in provinces of the hinterland. 

Policy Reform: Fangcheng Port Authority (FCPA) is managed under a business 
license. The license establishes FCPA as an independent legal identity and provides for 
autonomous management of the port, in line with the Government’s decentralization 
policy initiated in 1994. FCPA is now proposing to reform and commercialize its 
operations and management by founding a public limited company, through issuing 
publicly offered shares, to which all the port operational assets would be transferred. 

FCPA has undertaken several policy measures to reduce operational expenses, 
improve efficiency, and enhance revenues, such as: cutting expenses by 8 per cent in 2000 
and another 5 per cent in 2001; improving cargo turnaround time by removing bottlenecks 
at the port premises; introducing a quality assurance system, installing an advance 
computerized management system, and complying with International Organization for 
Standardization (ISO) conditions; strengthening planning, construction, operation and 
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maintenance institutions; developing a thorough human resources programme; and 
working toward the target of being fully self sufficient. 

Fangcheng Port is one of the 19 hubs of China ports and is defined as class 1. It is 
the principal port of the GZAR, handling over 70 per cent of its shipping cargo traffic; 
serves the landlocked provinces of southwestern China; and is the focal point to connect 
southwestern China with South-East Asia, particularly Viet Nam. It also has a good natural 
location with deepwater and shelter, and now has 27 berths. With the current sustained 
development, Fangcheng Port has extended its business scale and output capacity, 
including loading and unloading, storage, passenger transport, and handling of a variety of 
products.  

Road connections have been radically improved following the completion of the 
project highway. The port is one of 13 national port enterprises owning railway self-
operation. It enjoys good conditions for sustainable development and a very favourable 
site for continuous extension. There are six planned berths, 11-16, to be fully completed by 
2005. The port exercises good quality control, has a large open storage area, modern 
equipment, and a good reputation among its customers. 

The future of the port, its city, and the region, which are all growing rapidly, are 
closely linked. A large proportion of the downtown area immediately adjacent to the port 
is port land, on which the port residential area, school, hospital, hotel, and offices are 
situated, and these lands are a major asset of substantial value. The population of the 
surrounding port districts increased from 770,000 in 2000 to over 780,000 in 2001, while 
passengers visiting the districts for work or leisure increased by 200,000 in 2001 
compared with the previous year. More than seven joint-ventures have also been 
established with domestic and foreign partners. Overall the Project is rated highly 
successful. 

3. Yantai II Port Project 

The Second Yantai Port Project’s rationale was to promote economic growth by 
addressing transport constraints through increased port capacity, modernized operations, 
and improved transport linkages. The Project aimed to remove physical constraints on the 
growth of foreign and domestic trades, and to enhance cost recovery. A loan of $63 million 
from ADB's ordinary capital resources was approved on 12 December 1995 to finance part 
of the $160 million Project. 

The Project covered: civil works for the construction of two container berths, 
capable of handling 15,000 DWT and 30,000 DWT, respectively, and two conventional 
cargo berths, of 15,000 DWT and 20,000 DWT vessel, respectively, and related facilities; 
procurement of container and other cargo handling equipment, port service vessels and 
vehicles; and staff training in port management, construction administration, and port 
planning. 

The Project achieved its objective within the cost estimated at appraisal.  The port 
had registered, in fiscal year 2001, a significant cargo throughput of 2190 million tons, 
against the target of 2030 million tons. This represented an outstanding growth of 23.4 per 
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cent over 2000 figure (17.74 million tons). The container throughput also showed 
significant growth in 2001 to 120,000 TEUs. 

The project facilities, which came on stream at the end of 2001, have greatly 
improved the infrastructure of container business. The newly dredged channel and turning 
basin as well as the project terminals have added a further port handling capacity, and this 
has attracted an increasing number of large-sized vessels to the port. In the first 8 months 
of 2002, the actual port’s traffic recorded 18.28 million tons, while the container traffic 
was 95,000 TEUs. At the end of 2002, it is anticipated that the annual traffic will be 27.43 
million tons, and 150,000 TEUs of container. This will be higher than the appraisal 
forecast of 2289 million tons. 

The success was derived from the improvement of the port facilities, as well as 
some active marketing measures undertaken by YTPA. In 2001, YTPA successfully made a 
bid for coal export orders and also made new business explorations in respect of the 
import of timber, sulfur and steel scrap. Moreover, YTPA has opened new container 
shipping lines to Hong Kong and Taiwan. 

The port had concluded negotiations with 2 container-shipping companies, which 
will start regular services from Yantai to Japan and is negotiating with another shipping 
company to increase the frequency of regular service from the Republic of Korea. These 
will add at least 40,000 TEUs to the port’s present traffic. Regular services between 
Yantai-Inchon and Yantai- Dalian have already started as reflected in the increased number 
of ships calling in the port during the first quarter of this year compared to last year. The 
port also had an advantageous position to capture most of the cargo originating from the 
new Export Promotion Zone (EPZ), located contiguous to the port boundary. The EPZ was 
formally put into operation in January 2001. In China, this is the only processing zone, 
with direct access to port facilities, and the port will provide excellent shipping conditions 
to the relevant 70 enterprises. These enterprises alone will add over 50,000 TEUs of 
container cargo and nearly one million tons of bulk/break bulk cargo per annum.  

The port has already started deriving benefits from the project. The construction of 
project facilities has also helped in providing employment opportunities to the local 
population, particularly from the poor rural areas around Yantai Port Township. With the 
modern container and bulk terminal operations commencing more employment 
opportunities in port related services will emerge. The provision of ADB financed project 
facilities in the port has been instrumental in the opening up of the Special Economic Zone 
in the immediate backyard of the port, which has contributed to increased employment 
opportunities in Yantai and its neighbourhood. 
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5. ADB’s Future Plans 

ADB has recently increased its lending to China to an annual average of $1.5 
billion, for 2003-2005. The increase in lending, the current average annual level of about 
$1 billion, aims to help China restructure its economy and reduced poverty by promoting 
sustainable and pro-poor economic growth, with transport dominating ADB operations. 

ADB’s operations in China aim to improve income levels and reduce poverty. ADB 
has shifted its geographic focus. The 2002 and proposed lending programmes will finance 
projects in the less developed central and western regions. A prime means to boast 
incomes and cut poverty is through improving roads, and railways that will promote 
economic development in poor areas and allow greater access to markets and social 
services. Highway projects will include programmes to develop local roads to improve the 
access of rural communities to economic growth centres. 

As of 30 June 2001, 348 TA grants, amounting to $180 million, had been provided 
to China, covering a broad range of sectors. An annual technical assistance programme of 
about $14 million will complement the current lending programme. This will support 
policy reforms aimed at sustainable development and equitable growth, and focus on 
developing an enabling environment for the private sector, capacity building in the public 
sector, promoting good governance, and environmental protection in cities and rural areas. 

6. Private Sector Operations  

 Private developers of infrastructure projects may seek financing from ADB. The 
Private Sector Group, based in ADB’s Manila headquarters, evaluates project proposals 
submitted by prospective private sector sponsors.  

Overall Strategy: ADB's private sector development strategy is designed to help 
establish the right conditions for businesses; generate business opportunities in which the 
private sector can participate; and catalyze private investments through direct investments 
by ADB and by mobilizing additional resources through its co-financing and guarantee 
operations. For ADB to provide financing, projects must have clear development impacts 
and/or demonstration effects that go beyond the benefits captured in the financial rate of 
return. 

Country-specific strategies are formulated taking into account the stage and status 
of private sector development. Priority areas for ADB’s operations include financial 
services (including investment funds), infrastructure development and support for small- 
and medium-sized enterprises. Private sector participation in social sectors, such as pilot 
projects in health and education, is also being promoted. Themes that run through all 
country strategies are improving the policy, legal, and regulatory environments and the 
governance regime so that the rules of the game are clear, transparent and impartially 
enforced. Another area of ADB involvement is to help stamp out corruption – the enemy 
of legitimate business. 
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Eligibility and Extent of ADB Assistance: To be eligible for ADB private sector 
assistance, the proposed investment must be predominantly owned by either domestic or 
foreign private investors. An enterprise owned jointly by private interests and the 
government may be eligible, provided the business is controlled or managed independently 
and autonomously by the private investors. ADB's maximum direct support for a project, 
including loan, equity investment, guarantee and underwriting commitment, is limited to 
25 per cent of the total project cost or $50 million, whichever is lower. ADB's policy is to 
limit equity investments to less than 25 per cent of the total issued capital. ADB will not 
seek a controlling interest in an investee company and will not assume any management 
responsibilities. ADB, however, reserves the right to appoint its nominee to the company's 
board of directors and will exercise its voting rights as a shareholder. 

Loan Terms and Conditions: Interest rates of ADB loans to the private sector are in 
line with market rates prevailing in the relevant country and sector, and factor in the 
country and project risks. Typically, ADB provides floating rate loans at a spread above 
LIBOR or equivalent inter-bank rate, depending on the choice of currency (US dollars, 
Yen or Euro). Fixed rates are also available. Depending on the project's cash flow profile, 
the maturity period can extend up to 15 years with a reasonable grace period. ADB may 
also charge an appraisal fee to cover its upfront costs associated with due diligence. In 
addition, project sponsors also reimburse ADB for certain out-of-pocket expenses such as 
travel expenses, legal fees and outside services. 

1.   Private Sector Operations in China 

During the next five years most of the jobs created in the Chinese economy will be 
created in the private sector. Jobs and better income earning opportunities will enable 
people to escape poverty. Thus supporting the development of private sector is one of 
ADB’s major weapons in its fight against poverty. ADB supports the development of the 
private sector by working to improve the environment in which the private sector operates. 
This helps to create opportunities for private sector funded projects. ADB also provides 
loans and equity investments for selected private sector ventures that have a significant 
development impact and cannot be financed only from commercial sources. ADB helps to 
mobilize additional resources through its co-financing and guarantee operations. ADB’s 
private sector strategy will focus on infrastructure development, financial intermediation, 
and projects that promote the development of SMEs. 

ADB has financed three private sector infrastructure projects in China (two power 
projects—the Pearl River Project in Guangdong Province and the Meizhouwan Project in 
Fujian Province—and one water supply project in Chengdu). ADB financing for these 
projects totals $71.5 million. ADB has also invested in several regional funds, which 
support infrastructure development in China. 
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Table AI-2 ADB’s Private Sector Infrastructure Projects in China 

Amount 
(US$ million) Name of Company 

Loan Equity Total 

Year of 
Approval 

Guangzhou Pearl River Power 
Company 5.0 - 5.0 1992 

Fujian Pacific Electric Co., Ltd 
(Meizhouwan Power Project) 40.0 10.0 50.0 1998 

Chengdu Generale des Eaux-
Marubeni (GEM) Waterworks 
(Chengdu Water Supply Project) 

26.5 - 26.5 1999 
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Annex II                                
ASEAN Transport Cooperation 

Honorio R. Vitasa 
Assistant Director 

Bureau of Economic Cooperation, ASEAN Secretariat       

1. Introduction  

The Association of South-East Asian Nations or ASEAN was established on 8 
August 1967 in Bangkok by the five original Member Countries namely, Indonesia, 
Malaysia, Philippines, Singapore, and Thailand. Brunei Darussalam joined on 8 January 
1984, Viet Nam on 28 July 1995, Laos and Myanmar on 23 July 1997, and Cambodia on 
30 April 1999. The ASEAN region has a population of about 500 million, a total area of 
4.5 million square kilometres, a combined gross domestic product of US$737 billion and a 
total trade of US$720 billion. 

ASEAN aims and purposes of the Association are to accelerate the economic 
growth, social progress and cultural development in the region through joint endeavours in 
the spirit of equality and partnership in order to strengthen the foundation for a prosperous 
and peaceful community of South-East Asian Nations, and to promote regional peace and 
stability through abiding respect for justice and the rule of law in the relationship among 
countries in the region and adherence to the principles of the United Nations Charter. In 
1995, the ASEAN Heads of States and Government reaffirmed that Cooperative peace and 
shared prosperity shall be the fundamental goals of ASEAN. 

ASEAN Member Countries widely recognize that transport is among the key 
catalysts of economic development and international competitiveness, in view of its role as 
a critical logistics and service support sector. The improvement of transport and 
communications facilities is among the major aims of the Association of South-East Asian 
Nations. In the recent past, Member Countries closely engaged in the successful 
implementation of the ASEAN Plan of Action in Transport 1996-1998 As ASEAM is 
moving towards an integrated regional market, enhanced cooperation in improving the 
level and quality of transport and communications services and infrastructure becomes 
more imperative. 

In the Second ASEAN Transport Ministers Meeting in Chiang Mai, Thailand in 
February 1997, the ASEAN Secretariat was requested to identify options for convening a 
Group of Experts to formulate the directions and modalities of future ASEAN transport 
cooperation programmes, including the successor plan from 1999 onward. In the regard, a 
project on the National and Regional Workshops on the Role of Transport and 
Communications in the ASEAN Region in the 21st Century was developed, which 
subsequently received technical assistance from the Japan-ASEAN Cooperation 
Promotion Programme (JACPP), Consultancy service started in late September 1998, 
designated national experts and with the ASEAN Secretariat as project coordinator, on 
behalf of the ASEAN senior transport officials. 



Annex II 

 56

As a result of the above consultancy this ASEAN Transport Cooperation 
Framework Plan was developed to serve as the implementation road map for concerted 
cooperation in the transport sector in line with the transport priorities and action agenda set 
forth in the ASEAN  Vision 2020 and the Hanoi Plan of Action. The Framework Plan 
specifically provides the overall policy and development framework to guide regional 
cooperation in the ASEAN transport sector up to the year 2000. 

The accompanying Successor Plan for Action in Transport 1999-2004 presents 
some 55 projects and activities to be implemented during the six-year period in five 
sectoral programme areas; namely: Transport Facilitation, Air Transport, Land Transport, 
Maritime Transport, and Integrated Transport Development to achieve, among others, a 
harmonized, coordinated and integrated transportation system in the ASEAN region, 
through the following broad-based strategies: 

• Development of infrastructure 
• Promotion of Completive Transport Services  
• Capacity Building Initiatives (Institutional and Human Resources 

Development) 
• Improving Transport Safety and Environment  
• Greater Private Sector Participation/Involvement  

More specifically, the strategic thrusts for ASEAN cooperation in the transport 
sector for the period 1999-2004 are, as follows. 

I. Transport Facilitation  

Intensify cooperation in the promotion and facilitation of an efficient, effective and 
reliable transport system for goods and peoples to support trade, investment and tourism in 
the ASEAN region. 

II. Air Transport  

Institute enhanced regulatory and competition policy for the ASEAN civil aviation 
sector and improve the quality and breadth of aviation safety standards, to promote greater 
economic integration in the ASEAN region and strengthen external linkages.  

III. Land Transport  

Enhance cooperation in the development of a harmonized and coordinated regional 
land transport infrastructure network and in the improvement of the interconnectivity and 
interoperability of land transport networks. 

IV. Maritime Transport  

Create a competitive policy environment for the ASEAN maritime transport sector, 
in which the private sector is encouraged to invest in infrastructure and in operating 
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transport service; where ports have improved capacity, efficiency and productivity and 
shipping has a liberalized regime; and with due recognition to maritime safety and the 
environment.  

V.  Integrated Transport Development  

Enhance cooperation in the systematic planning, development and implementation 
of an integrated and coordinated transportation network in the ASEAN region. 

The Senior Transport Officials Meeting (STOM) shall have the overall 
responsibility for the implementation of the Successor Plan of Action. Designated STOM 
Working Groups shall be responsible for elaborating the sectoral programme areas, and in 
particular, for the preparation of work programmes, fund requirements and other 
implementing arrangements. The ASEAN Secretariat shall assist STOM and the STOM 
Working Groups in carrying out their respective implementation responsibilities, including 
technical support and assistance in the supervision, coordination and review of the 
cooperation programmes, projects and activities. 

Technical assistance from ASEM Dialogue Partners, ASEAN private sector, 
international and regional organizations and other related institutions are most welcome to 
ensure the successful implementation of the Successor Plan of Action in Transport 1999-
2004. 

2.  Status of ASEAN Transport Cooperation  

The work of the ASEAN Transport Ministers thus contributes substantially to 
ASEAN's economic and social integration. And it does so in concrete and tangible ways. 
The agreement on the recognition of inspection certificates of commercial vehicles that the 
Ministers will sign tomorrow is an example of this. So are the goods-in-transit agreement 
that is to be concluded later this year and the multimode and inter-state transport 
agreements, which are due for implementation in the future. 

The primary role that road networks and railway links are taking in the 
development plans for the Greater Mekong Subregion underlines the importance of 
transport in ASEAN's work. So does the ASEAN members' commitment to liberalising air 
services regimes in the region. Air transport and maritime transport are among the leading 
sectors covered by the current ASEAN negotiations on trade in services. 

In 2002, Lao People’s Democratic Republic, the Philippines, Singapore and Viet 
Nam assumed the chairmanship for the ASEAN Transport Facilitation, Air Transport, 
Maritime Transport and Land Transport Working Groups, respectively.  Hereunder were 
the substantive accomplishments/developments in ASEAN cooperation in the transport 
sector to stay competitive, ASEAN’s transport sector needs to be a lead factor in economic 
growth, and a critical logistics and services support sector to trade.   
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I. Land Transport Cooperation  

(a) Successful conduct of the 2nd GRSP-ASEAN Road Safety Seminar in Ha 
Noi, Viet Nam from 25-27 March 2002, with a total of about 200 
participants. Thailand will host the third seminar in Bangkok on 17-19 
March 2003. The Philippines would host the fourth seminar in 2004; 

(b) Convening of the first ASEAN ITS Experts Task Group Meeting on 8-9 
July 2002 in Singapore, with the participation of ITS experts from Australia 
and Japan. The ITS Experts Task Group would develop a Decision Support 
Framework for planning, evaluating and prioritizing ITS projects and the 
necessary framework for the implementation of possible joint ITS projects. 
Malaysia will host the second ASEAN ITS meeting in 2003; 

(c) Implementation of an ADB Regional Technical Assistance (RETA) grant 
of US$ 500,000 for the ASEAN Road Safety Study in March 2003.  ADB 
dispatched a fact finding/consultation mission in October/November 2002, 
to work out the details of the scope of work, the cost estimates, and the 
implementation arrangements;  

(d) Adoption of the standard definition for “fatality” and a standardized format 
for purposes of traffic accident reporting, statistical comparative analysis 
and data management on an ASEAN-wide basis. Conduct of the Road 
Safety Audit Course with the Road Engineering Association Malaysia 
(REAM) as organizer; 

(e) Implementation of the ASEAN-China Workshop on Road Traffic 
Management and Applicable Technology on 13-27 October 2002 in Wuxi, 
Jiangsu, China, with 30 ASEAN participants; 

(f) Holding of the Sixth ASEAN-Japan Workshop-cum-Seminar on Urban 
Transportation (AJUT) from 4-6 December 2002 in Osaka City, Japan, 
jointly with the 11th Seminar on Land Re-Adjustment and Urban 
Development. Singapore would host the 7th AJUT in 2004; 

(g) Finalization of the ASEAN highway numbering system consisting of three 
numeric designations. Harmonization of the road signage for the ASEAN 
highway and national route numbering system, to include those for tourism 
purposes; 

(h) Implementation of the ASEAN-Republic of Korea Preparation Studies for 
the ASEAN Highway Network and Inland Freight Development, with the 
Korea Transport Institute (KOTI) as implementing agency.  The Study 
will focus on the preparation studies on ASEAN road sections of Below 
Class III standards and the missing links/sections totalling about 6,000 
kilometres in five Mekong Basin countries.  

II. Air Transport Cooperation  

(a) Conduct of the ASEAN Search and Rescue Exercise (SAREX) 2002 in 
Singapore on 20-21 November 2002, with the official participation of 
aeronautical and maritime SAR agencies of all ASEAN member countries, 
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under the auspices of the Singapore Rescue Coordination Centre. The 
Philippines would host the ASEAN SAREX in 2003; 

(b) Adoption of uniform standard SAR matrix, to include maritime SAR 
information, for future updating of ASEAN SAR Directory;  

(c) Opening of new routes and increases in frequencies in other routes; 
expansion of air services agreements between some ASEAN countries and 
continuing efforts made by ASEAN airlines to promote the Visit ASEAN 
Campaign (VAC) in particular, and intra-ASEAN air travel; 

(d) Continuing improvement of air navigation and air traffic services to further 
enhance safety and efficiency of ASEAN skies; through Communication, 
Navigation and Surveillance/ Air Traffic Management (CNS/ATM) 
implementation and operational trials, implementation of Reduced Vertical 
Separation Minimum (RVSM) in ASEAN, etc. Adoption of the phased 
implementation for the Global Positioning System (GPS) Non Precision 
Approach (NPA), as well as en-route, arrival and departure GPS 
procedures; 

(e) Strengthening cooperation in the area of airworthiness and flight oversight 
capability. Continued support of the Asia-Pacific regional requirement for 
early implementation of the Airborne Collision Avoidance System 
(ACAS); 

(f) Ongoing preparation of an ASEAN Civil Aviation Training Centre (CATC) 
exchange programmes and syllabi; 

(g) Availability of training awards at the Singapore Aviation Academy and the 
CATC Malaysia for ASEAN countries and the ongoing networking 
cooperation between the ASEAN CATCs; 

(h) Start up for the air transport sectoral negotiations for the fourth package of 
commitments under the ASEAN Framework Agreement on Services; 

(i) Finalization of the Road map for ASEAN Competitive Air Services Policy. 
An internal ASEAN Secretariat study on Preparing ASEAN for Open Sky 
will be carried out under the ASEAN-Australia Development Cooperation 
Programme (AADCP) Regional Economic Policy Support Facility;  

III. Maritime Transport Cooperation  

(a) Completion of the ASEAN Maritime Transport Sector Development Study, 
with Thailand hosting the Regional Workshop on 29-30 July 2002, which 
assessed the Study’s major findings and recommendations. The ASEAN 
Maritime Transport Policy and Development Framework Plan 2003-2008 is 
being finalized; 

(b) Implementation of the IMO-ASEAN project on the Drafting and Updating 
of Maritime Legislation to support Adoption and Accession by ASEAN 
Member Countries to IMO Conventions. Needs assessment missions are to 
be carried out by ASEAN Maritime Safety and Maritime Legislation 
Experts, for reporting at the first regional workshop in Singapore in 
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March/April 2003. The Project is slated to be completed in September 
2003;  

(c) Completion of the four (4) pilot courses at the ASEAN Inland Waterways 
and Ferries Training Centre in Palembang (Indonesia). These courses were 
on Port Management, Traffic Engineering, Infrastructure Management and 
Plan Evaluation;  

(d) Conduct of the ASEAN-China Training Project for Vessel Masters, Chief 
Engineers and Safety Administrative Personnel on the Lancang-Mekong 
River (Phase 1) in Jinghong, China from 9-16 May 2002; 

(e) Finalization of the ASEAN near coastal voyage limits and formulation of 
the common sets of requirements in terms of Grade and Syllabi for the 
certification of Deck Officers and Marine Engineer Officers for ASEAN 
near coastal voyages; 

(f) Ongoing initiative for the conclusion of the bilateral Memorandum of 
Undertakings (MOU) for the mutual recognition of certificates of 
competency in line with the requirements of the 1995 amendments to the 
International Convention on the Standards for Training, Certification and 
Watch keeping (STCW 95);  

(g) Uploading in the ASEANWEB www.aseansec.org of the Directory of 
ASEAN Maritime Training Centres and Educational Institutions and the 
ASEAN Search and Rescue (SAR) Cooperation Contact Points; 

(h) Finalization of the SAR Maritime Directory, for eventual uploading in the 
ASEANWEB; 

(i) Implementation of the German/GTZ-assisted project on dangerous goods 
planning for member-ports of the ASEAN Ports Association (APA);  

IV.  Transport Facilitation Cooperation  

(a) Further study/analysis on the suitable and acceptable options and solutions 
for the prompt finalization/conclusion of the ASEAN multimodal transport 
and inter-state facilitation agreements and the remaining goods-in-transit 
protocols; 

(b) Preparation for the convening of the first meeting of the regional Transit 
Transport Coordinating Board. To date, National Transit Transport 
Coordinating Committees (NTTCCs) have been duly established in nine 
ASEAN member countries; and 

(c) Development of the ASEAN’s carrier liability scheme for international 
road transport.    

Myanmar will convene the Special Working Group on the SKRL in December 
2002 in Yangon, to follow up activities for the SKRL implementation. The ASEAN 
transport ministers supported the initiatives of ASEAN-Mekong Basin Development 
Cooperation (AMBDC) on the possible implementation modalities for SKRL, particularly 
the formation of consortia for funds mobilization and introduction of incentive packages 
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for private sector participation.  Malaysia will assume the Chairmanship of the Special 
Working Group on SKRL for the next three years, starting 2003. 

The ASEAN transport ministers also supported for the implementation of the 
transport infrastructure component of the IAI Work Plan containing six projects with the 
total budget of US$ 2.5 million, in the development studies and capacity building in the 
highway and inland waterway, railway and multimode transport sectors in the CLMV 
countries. 

ASEAN's economic integration and cohesion are also vitally important for 
ASEAN's unity, now that our association has expanded to nine members from the seven 
that we had only four years ago. We can only be gratified by the active involvement of 
Laos PDR and Myanmar, as well as of Viet Nam, in the work of this forum and thus in 
ASEAN's closer economic integration.  

Transport is so important to ASEAN cooperation and integration that it ought to 
occupy a prominent place in the Hanoi Plan of Action, which our leaders are expected to 
issue at their 6th Summit in December this year. The Plan of Action is designed to translate 
the ASEAN Vision 2020 into action through concrete measures to bring ASEAN's 
economies onto the path of economic recovery.  

3.  Transport Cooperation Agreements  

We shall be completing the implementation of the Transport Plan of Action by the 
time of the 6th Summit in December. As the Ministers know, the ASEAN Secretariat, on 
behalf of the senior transport officials will soon embark on a Japanese-assisted study to 
develop the 1999-2004 Transport Plan of Action. This should be entirely consistent with 
the larger Hanoi Plan of Action. In this way, the transport sector shall help bring about the 
recovery of ASEAN's economics, the closer integration of the economies and societies of 
ASEAN, the building of a true ASEAN community, and a significant improvement in the 
lives of the people of ASEAN. 

The 8th ASEAN Summit and related meetings in Phnom Penh in November 2002 
have provided fresh impetus to ASEAN transport cooperation.  The leaders of China, 
India, Japan and the Republic of Korea (ROK) accorded the ASEAN transport sector with 
greater attention and focus in their summit meetings with the ASEAN leaders. 

In the 8th ASEAN Summit, the ASEAN leaders, to intensify actions to ensure the 
integration of the broader South-East Asian market, stressed that the liberalization of intra-
ASEAN trade in services requires strengthening transport links, interconnecting 
telecommunications, increasing the use of information and communications technology 
and liberalising investment within ASEAN.  The leaders welcomed Malaysia’s offer to 
Cambodia to help build the missing link in the Singapore-Kunming Rail Link (SKRL). 
With the signing of the ASEAN Tourism Agreement, the leaders pledged to work hard to 
promote the ASEAN region as a single tourism destination through actions such as 
facilitating intra-ASEAN travel, liberalising passenger transport, attracting investment and 
ensuring the protection of ASEAN’s cultural and natural heritage. 
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China confirmed the co-financing towards the completion of SKRL.  ASEAN 
tabled some specific additional proposals in the ASEAN-Japan Summit including official 
development assistance to help complete the SKRL and other transport networks. The 
Republic of Korea (ROK) expressed interest in supporting the improvement of transport 
networks in ASEAN and the sustainable development of the areas along the Mekong River. 
The ASEAN and Indian leaders agreed to work together to broaden and intensify joint 
efforts in the Mekong Basin, by promoting the transport links that span India, Myanmar, 
Thailand, Cambodia and Viet Nam.  

In the Joint Declaration of the Leaders of ASEAN and Japan on the 
Comprehensive Economic Partnership, ASEAN and Japan agreed to seek broad-based 
economic partnership covering not only liberalization of trade and investment but also 
trade and investment promotion and facilitation measures and cooperation in other areas, 
such as financial services, information and communications technology, science and 
technology, human resource development, small and medium enterprises, tourism, 
transport, energy and food security. They welcomed and encouraged initiatives by 
ministers of other portfolios, such as transport, to promote cooperation for such economic 
partnerships. 

Extending cooperation, to include transport, has been underlined in the ASEAN-
China Framework Agreement on Comprehensive Economic Cooperation. Similarly, the 
Declaration on the Conduct of Parties in the South China Sea, ASEAN countries and 
China may explore or undertake cooperative activities in areas like safety of navigation 
and communication at sea, search and rescue operation, etc. The modalities, scope and 
locations, in respect of bilateral and multilateral cooperation should be agreed upon by the 
concerned Parties prior to their actual implementation. 

To narrow the development gap between the newer and older ASEAN members, 
the ASEAN leaders approved the Initiative for ASEAN Integration (IAI) Work Plan along 
with 51 projects in the areas of infrastructure, human resource development, information 
and communications technology and regional economic integration.  Of the total 51 
projects approved, six were transport projects. ASEAN and China agreed to implement 
capacity building programmes and technical assistance, particularly for the newer ASEAN 
member countries, in order to adjust their economic structure and expand their trade and 
investment with China. Japan reaffirmed its support for fully implementing the IAI, 
including the consideration of financing IAI projects under both bilateral and multilateral 
mechanisms.  In endorsing the Final Report of the East Asia Study Group, ASEAN and 
Republic of Korea agreed to work on implementing the recommendations to achieve 
closer economic partnership between the Republic of Korea and ASEAN and help lay the 
foundation for the formation of an East Asia Free Trade Area over the long term. The 
implementation will particularly consider the work plan and projects under IAI. 

The 8th ASEAN Transport Ministers (ATM) Meeting in Jakarta in September 2002 
stressed on the critical role of transportation for economic growth.  The ministers shared 
the view that the integration of air, maritime and land transport in ASEAN will facilitate 
not just the greater flow of goods and people in the region, but also open up links to rest of 
the Asia. The ministers reiterated the importance of ensuring safety and security in the 
maritime and aviation sectors.  Following the ASEAN Tourism Agreement, the ministers 
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agreed to work towards the facilitation of transport services covering air and cruise and 
ferry transport and in supporting safe and efficient land transport in ASEAN. 

In the 8th ATM, the ministers signed Protocol 9 on Dangerous Goods.  Protocol 9 
provides for the simplification of procedures and requirements for the transit transport of 
dangerous goods in ASEAN, using internationally accepted standards and guidelines. This 
Protocol is one of the implementing protocols under the ASEAN Framework Agreement 
on the Facilitation of Goods in Transit. 

The ASEAN Senior Transport Officials/Directors-General of Civil Aviation also 
signed the ASEAN Memorandum of Understanding (MOU) on Air Freight Services, as a 
first step in the full liberalization of air freight services in the ASEAN region. The MOU 
allows the designated airlines of each ASEAN member country to operate all-cargo 
services up to 100 tons weekly with no limitations on frequency and aircraft type. 

The ministers adopted the ASEAN Road maps for the Land Transport 
Infrastructure Integration and Transport Facilitation of Goods. The Land Transport 
Infrastructure Integration Road map sets out the project development and implementation 
steps towards the realization of the ASEAN Highway and SKRL Projects, to promote 
greater land transport inter-connectivity and accessibility in the region. The Transport 
Facilitation of Goods Road map provides for the institutionalization and operationalization 
of the ASEAN transport facilitation agreements covering transit and inter-state transport of 
goods, as well as multimodal transport operations, to support AFTA and improve transport 
logistics in the region. 

The year 2002 also marked the beginning of ASEAN formal cooperative 
partnership with the dialogue partners to further advance policy consultation and project 
cooperation in the transport sector. The ASEAN senior transport officials (STOM) had the 
first consultation with their counterparts from China in May 2002 in Yogyakarta in the 13th 
STOM, and those from India and Japan at the 14th STOM/8th ATM in September 2002 in 
Jakarta.  During the 8th ATM, the ASEAN and Chinese transport ministers had their first 
meeting.  The ASEAN and Japanese transport ministers will have their first meeting in 
the 9th ATM in Yangon in September 2003. 

The ASEAN and Chinese transport ministers underscored that their first meeting 
augured well on pushing forward cooperation process in the transport sector and had great 
significance in promoting economic and trade relations between ASEAN and China. They 
highlighted that building an integrated transport network for smooth and speedy 
movement of goods and people is a vital supporting infrastructure to a free trade area 
between ASEAN and China. They endorsed the Terms of Reference (TOR) for ASEAN-
China transport cooperation.  They committed to pursue collaborative activities in land 
transport infrastructure and facilitation, including implementation of the SKRL Project; 
facilitation of maritime and river transport; and the expansion of air transport services. 
They have requested their senior officials to implement mutually beneficial programmes, 
for assessment in their next meeting in 2003. 

ASEAN-India joint cooperative activities involve promoting transport 
infrastructure development and enhancing human resource development (HRD) in the road, 
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shipping and railway sectors. ASEAN-Japan transport partnership covers promoting policy 
dialogue, enhancing human resource development including cooperation in the facilitation 
of  cargo  distribution  and logistics,  promotion  of  safer  and sustainable 
shipping, enhancement of air transport safety and efficiency. Japan will host the ASEAN-
Japan Transport Policy Workshop in early 2003 in Tokyo, as launching activity for the 
ASEAN-Japan transport partnership. 

For the year under review, there were notable progress and developments achieved 
in the in the implementation of the Hanoi Plan of Action/Successor Plan of Action in 
Transport.  In 2002, the ASEAN transport sector received technical assistance and 
funding support to move forwards various ASEAN transport cooperation projects and 
activities. China provided technical assistance for HRD activities in river transport and 
road traffic management; Japan for maritime sector and cruise studies; road safety, 
Intelligent Transport System (ITS), and urban transport seminar; the Republic of Korea for 
highway preparation studies; Germany for dangerous goods planning in ports, Belgium for 
HRD on inland waterways/ferries transport; the Asian Development Bank for road safety 
studies and the International Maritime Organization for the study on ASEAN accession to 
IMO conventions. 

4.   Development of Regional Seaport System   

There are a large number of seaports in the region serving varied international and 
domestic transport requirements. The Philippines and Indonesia port system is own 
hierarchical system of national seaports network. The Philippine Ports composed of 19 
base ports and 89 national ports managed by the Philippine Ports Authority. The network is 
further supplemented by several hundreds of municipal and private ports. The Indonesia 
port system comprises five major ports, 107 primary ports, 544 government ports, 1,233 
private ports (serving remote and undeveloped areas). 

At the regional level, Singapore serves as a regional hub handling about 15 million 
TEU with 80 per cent transshipment rate. The relative strength of the Singapore port us 
attributed to modern infrastructure and facilities with sufficient capacity, expeditious 
clearance system, and EDI-based port-documentation procedure, efficient and convenient 
port service, and availability of 400 shipping lines with direct links to more than 700 ports 
worldwide. For these reasons, neighbouring countries rely heavily on Singapore not only 
for interregional service but also for interregional goods transport. 

To attract direct container cargo service, Malaysia and Thailand have started to 
expand direct links with the ports outside the region through Port Klang and Laem 
Chabang respectively. For instance, Port Klang has developed 15-metre deep container 
berth to accommodate Post Panamax-type container berths, to accommodate vessels of 
80,000 to 100,000 DWT with a capacity of more than 6,000 TEU. Port Klang has now 67 
direct liner service, and 38 feeder service to/from 300 ports worldwide. Brunei 
Darussalam Indonesia and the Philippines have also similar plans for deep seaport 
development. These developments may affect and change the future direction of port 
network development in the region. 
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With regard to seaports, the ASEAN Ports Association (APA) implements various 
cooperation programmes among ASEAN port authorities. Three cooperation areas have 
been indemnified to further strengthen maritime transport in the region, namely 
development of regional seaport system, enhancement of completive maritime services 
and maritime safety 

The efficiency of seaports is critical to the development and integration of the 
region. A hierarchical system of the region’s seaports network will be developed to support 
shipping, which must correspond to diversified shipping needs that require different types 
of vessels and service. A total of 33 ports have been tentatively identified. 

Figure AII-1 ASEAN Maritime Transport System 
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An important port development trend is port commercialization. More ports are 
being corporative and privatized even in countries with centralized governments. Many 
other ASEAN ports could learn from experiences and lessons in many cases available 
worldwide. 

Further cooperation include information sharing on dangerous goods, exchange of 
data regarding port traffic, infrastructure, facilities, services, and tariff among ports and 
simplification of port, documentation and procedures including introduction EDI-based 
systems.  

To make the regional seaport system competitive with other regions and to achieve 
the transport cooperation are that transport plays a key role in moving goods and peoples 
in ASEAN and beyond, and transport is critical for trade facilitation and regional 
integration.  

 

 

Functional Hierarchy Ports 

Interregional Ports Singapore, Port Klang, Laem Chabang, Tanjung Priok, 
Manila/Batangas  

Major Ports (for intra 
ASEAN traffic) 

Tanjung Perak, Johor, Muara, Tanjung Emas, Belawan, Makassar, 
Bitung, Balikpapan,Sihanoukville, Penang, Kunatan, Kuching, 
Kota, Kinabaru, Sandakan, Yangon,,Thillawa, Kyaukphyu, Subic, 
Cebum, Davao, Zamboanga, Bangkok, Songkhla, Saigon, Haiphong 
Cailan, Danang 
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Annex III                                
EU Common Transport Policy: Trans-European Networks 

Pilsoo Jung 
International Consultant, ESCAP 

1.    Introduction  

The European Community has been founded in 1957 when the Treaty of Rome was 
signed by the six founder countries: France, Germany, Italy, the Netherlands, Belgium and 
Luxembourg. Nine additional countries have accessed the European Community until 
1995 as there are the United Kingdom, Denmark, Ireland, Spain, Portugal, Greece, Finland, 
Sweden and Austria. This means that practically all West European countries except for 
Switzerland and Norway are members of the Community. In the year 1994 the European 
Community was renamed into the European Union when the Treaty of Maastricht was 
signed by the 15 member countries.  

In the year 1990 the Portuguese presidentship came out with the proposal to 
establish a European infrastructure agency to coordinate the national plans and make the 
network infrastructures interoperable. The European Commission elaborated a report 
entitled “Towards Trans-European Networks” which included a concept for a European 
high-speed rail network. The basic concept for this European rail network plan had been 
provided by the UIC (Union Internationale des Chemins de fer; The International Railway 
Association). The “big four” countries (U.K., France, Germany, Italy) did not appreciate 
this political motion too much because they suspected that it could reduce their planning 
autonomy. Therefore the concept of a European infrastructure agency has been abolished 
soon.  

But the idea, the name and last not least the logo of Trans-European Networks 
(TEN) had such a strong appeal in Europe that the “TEN” kept alive and a variety of 
additional networks followed on the track of the first approach which were also called 
“Trans-European”. In the following the TEN were even extended to other sectors, namely 
the communication and energy infrastructures have been placed under the TEN umbrellas. 
The result of this political process has been manifested in the Maastricht Treaty, article 
129: “The community is committed to establish guidelines, in which the objectives, the 
priorities and the basic activities for the development of Trans-European Networks are 
summarized; the guidelines will also comprise projects of common European interest”. 

In July 1996 the European Parliament and the European Council have published 
common guidelines for the development of TEN. This means that for the first time in the 
history of the European Union there exists a framework for national transportation 
planning which sets a future vision and priorities for the development of a common 
transport infrastructure in the Union. The old planning system, which was based on purely 
national objectives, had suffered from the following weaknesses: 
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• insufficient development of international corridors, 
• bottlenecks and missing infrastructure links in border regions, 
• missing compatibility and interoperability in particular in rail transport, and  
• coordination problems and financial bottlenecks. 

The basic requirements manifested in article 1 of the guidelines are: 

• the interoperability of the Trans-European transport networks, and  
• the compatibility and standardization, in particular for the telematic 

systems. 

Interoperability means that the provision of the infrastructure allows for activities 
of many operators regardless of their territorial origin. In road transport this is widely 
guaranteed as vehicle technology and traffic regulations are internationally coordinated 
(one of the major exceptions from this rule is the left side driving practise in the UK). In 
rail traffic however there are substantial shortcomings with respect to interoperability. The 
European railway companies operate with five different power supply systems, two 
standard gauges (if the German Maglev would be realized this would mean the 
establishment of a third standard gauge) and different standards for the maximum height of 
vehicles in tunnels (the UK-standards differs from the UIC-standards). Furthermore there 
are totally different technical standards for vehicles as well as for signalling and operation 
control systems, and last but not least different organizational structures associated with 
different operation rules which lead to very heterogeneous operation and service 
conditions.  

In European air traffic there were similar problems on the field of air traffic control. 
There existed some 20 European control centres which were operating with different 
software making the guidance of aircraft from the origin to the destination airport 
complicated and costly. In the meantime the problems have been gradually removed by 
increasing the central responsibility of EuroControl. The air traffic control systems have 
been developed further such that the capacity for controlling aircraft movements has been 
substantially increased. Nevertheless bottlenecks showed up again in the years 2000 and 
2001 which temporarily vanished after the 11th of September 2001.  

2. The Present State and Further Development of the TEN 

Presently the Trans-European transport network consists of nine components: 

• road network, 
• rail network, 
• inland waterway network and inland ports, 
• maritime ports, 
• airports, 
• network for combined transport, 
• management and information network for maritime transport, 
• air traffic management network, 
• satellite positioning and navigation network. 
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In the White Paper of September 2001 the Commission have stated that despite the 
successful opening-up of the transport market over the last ten years, the fact remains that 
completion of the internal market makes it difficult to accept distortion of competition 
resulting from lack of fiscal and social harmonization. The fact that there has been no 
harmonious development of the common market transport policy is a reason for current 
headaches such as: 

• Unequal growth of different modes of transport; 

• The environmentally more friendly transport modes are declining while the 
modes which produce high ecological risk are increasing. For instance road 
now makes up 45 per cent of the goods transport market compared with 41 
per cent for short-sea shipping, 8 per cent for rail and 4 per cent for inland 
waterways. The predominance of road is even more marked in passenger 
transport, road accounting for 79 per cent of the market, while air with 5 
per cent is about to overtake railways, which have reached a sealing of 6 
per cent; 

• Congestion on the main road and rails routes, in towns and at airports; 

• Harmful effects on the environment and public health and of course the 
heavy social impacts from road accidents (about 40,000 fatalities per year). 

 

Before the background of these observations the Commission are fostering the idea 
of the development of the TEN again. The fact is, however, that until now only 1/5 of the 
infrastructure projects have so far been carried out. Some major projects have been 
completed such as Malpensa Airport, the high-speed train from Brussels to Marseilles, and 
the Oeresund bridge-tunnel linking Denmark and Sweden. The main reason for the low 
base of development is the lack of public and private capital, which the Commission tries 
to overcome by innovative policies on infrastructure charging/funding. Therefore the 
Commission has decided to extend their funding up to 20 per cent of the investment costs 
of a project and to make use of other funding instruments such as the cohesion fund and 
the structure development fund if possible. In addition to that the European Investment 
Bank, which is fully owned by the member states, is expected to increase their potential to 
offer loans to the investors. Finally, private involvement should be fostered. 

3. The Pan-European and TINA Networks 

The European Council has started the negotiations with Poland, the Czech 
Republic, Hungary, Slovenia, Estonia and Cyprus at the 30th March 1998. In December 
1999 it was decided to extend the scope of accession candidates by six additional countries 
(Rumania, Bulgaria, Slovak Republic, Lithuania, Latvia, Malta). As Turkey is already an 
associated member of the European Union the set of potential candidate countries for 
accession comprises altogether 13 countries. The negotiations with the six first mentioned 
candidates have shown a fast progress and in particular with respect to the legal 
adjustments a wide agreement has been achieved. 
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The legal position of the European Union is that the accession countries have to 
adapt the achievements made in the process of forming the European Community (Aquis 
Communautaire). Because of the different stages of economic development in some cases 
accession countries insist on introducing a transition period for adjustment and in other 
cases some EU-member countries, in particular Germany and Austria, insist on transition 
rules to avoid a major disturbance on their freight transport markets. These countries fear 
an extensive import of cheap labour-force from accession countries to their markets, which 
are already suffering from high unemployment. Furthermore they expect “social dumping 
practices” in accession countries, which might even extend the differences of labour costs. 
As the so-called cabotage (activities of foreign companies in domestic markets) has been 
introduced in the EU-transport market in 1998 low-cost operators from accession countries 
would have good chance to penetrate the transport markets of the neighbour countries.  

After the abrupt political changes in the countries of Central and Eastern Europe 
the transport markets showed a substantial decline, which was caused by the economic 
restructuring and shrinking economy. Only the car-ownership and motorized individual 
traffic showed an immediate upturn, which has continued in the following decade. The 
road freight traffic has overcome its decline by the mid of 90ies. Rail traffic, however, has 
decreased dramatically. While passenger transport has lost about 50 per cent of its volume, 
goods traffic even more. What concerns the future development of transport in the 
accession countries a large study of North-East Asia, INRETS and IWW (1999) has 
provided a database for political decision-making. The forecast is based on an integrated 
system’s approach including socio-economic, infrastructure and market development 
which are put together in a consistent scenario forecast. The scenarios constructed 
comprise 

• a low development scenario (A) 

• a medium development scenario with different combination of economic 
development and infrastructure provision (B, C, D) 

• high expectation scenario for economic, infrastructure, development and 
liberalization on transport market according to the best European standard 
(E). 

In passenger transport the growth of road transport will be by far higher than that 
of rail transport, which in some CEC countries will even lose market share. While in the 
densely populated areas rail traffic will grow slightly a substantial decline of rail traffic in 
the rural areas will be inevitable. Only on boarder crossing and long distance relationships 
railway transport will have the chance to develop according to the highly growing traffic 
demand. Nevertheless air traffic will be by far the fastest developing traffic mode in 
passenger transport, followed by car traffic. 

Freight transport will show a modest growth in the domestic transport segment 
while transport for exporting or importing goods will increase most dynamically with 
growth rates much higher than that of the social product. What concerns the development 
of the different transport modes on the freight transport market, North-East Asia, INRETS 
and IWW (1999) argue that the chances for the environmentally more friendly modes like 
rail and inland waterways do not look very prosperous. The higher the economic growth 
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and the closer the transport market conditions come to the West-European situation the 
worse will be the chances for rail and inland waterways. The forecast takes into account 
the expected structural effects on the goods markets and the changes of logistic structures 
which have to be expected dependent on economic development. 

The European Commission have expressed hope in the White Paper of 2001 that 
the market share of the railways in the accession countries could be stabilized in an order 
of magnitude of 35 per cent or 40 per cent. 60 measures, described in their action 
programme, are intended to change the market conditions in a way that shippers would 
prefer railways and inland waterways the main transport relationships. The study of North-
East Asia, INRETS and IWW (1999) shows that this hope only can come true if either the 
economic growth, accompanied by an associate infrastructure provision for roads would 
be low or the measures of the action programme would have to be very restrictive with 
respect to further growth of road freight transport. If both assumptions do not come true 
then the market share of railways will most probably fall significantly under the level of 30 
per cent, in several countries even below 20 per cent.  

1.  Pan-European Corridors and the TINA Network  

In the years 1994 so-called Pan-European transport conferences have been held in 
Crete and in Helsinki. The outcome was altogether 10 traffic corridors between West, 
Central and East Europe, which extend the network of the Trans-European infrastructure. 
In the year 1995 a common initiative for analysing the needs of future transport 
infrastructure in the accession countries has been started which was named the “Transport 
Infrastructure Needs Assessment” (TINA). The TINA-transport infrastructure network 
includes the “Helsinki-corridors” which have been defined in 1997. It consists of a 
backbone network and an extended network which complements the functionality of the 
backbone. In Table 1 the activities for proving the TINA infrastructure networks are listed. 
Figures 14 and 15 depict the TINA road and rail networks.  

Table AIII-1 TINA networks and investment volumes 

18,683 km roads 44.3 Bill. Euro 
20,924 km railways 37.1 Bill. Euro 
4,052 km inland waterways 1.5 Bill. Euro 
40 airports 4.4 Bill. Euro 
20 seaports 2.9 Bill. Euro 
58 inland ports 0.3 Bill. Euro 
86 terminals 1.0 Bill. Euro 

Sum Total  91.5 Bill. Euro 
 

Altogether a sum of about 92 Billion.Euro will be needed to realize the TINA 
backbone network in the time between 1998 and 2015. This implies that the accession 
countries should invest about 1.5 per cent of their social product for the development of 
the long-distance transport networks. If one compares this challenge with the present 
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situation in the West-European countries, which on the average invest much less than 1 per 
cent of their Gross Domestic Product into the transport networks, then the challenge for 
the accession countries seems to be very or even too high. Until now the subsidies which 
are given from the EU to the accession countries are rather modest. The EU Commission 
has established a funding instrument called ISPA-Fund (Financial Instrument for Structural 
Policy Assistance for Accession), which is equipped with 1 Billion Euro per year of which 
50 per cent can be spent on transport. Other sources of funding are the World Bank, the 
EBRD (European Bank for Reconstruction and Development) or the EIB (European 
Investment Bank), which has spent already more than 4 Bill. Euro as loans for transport 
investment projects in CEEC.  

Evidently it is comparatively easy to establish private-public partnerships for the 
building of airports and motorways with high traffic density. Projects like railway 
rehabilitation or improvement of inland waterways show a much lower rate of profitability 
and will have problems to be financed in the next years. Therefore the German Scientific 
Advisory Council of the Ministry of Transport has suggested  transfer a part of the 
cohesion fund to the ISPA-Fund to support the development of environmentally more 
friendly modes in the CEEC in the next future. 

4.  Extension of TEN and TINA Towards East Europe and East Asia 

Trade between Europe and Asia is dynamically developing. Presently the trade 
volume is annually estimated 500-600 bill. US$. The major part of the goods exchange is 
carried by maritime transport, which in the first instance uses the route through the 
Mediterranean and the Suez Canal. As the sea transport takes about 30 to 35 days of time 
alternative land-borne transport corridors are considered again. The Trans-Siberian route 
from Berlin via Warsaw, Minsk, and Moscow to Vladivostok would reduce the transport 
time to 12-15 days and thus improve logistic efficiency as well as save costs. But this 
railway route presently carries only 1 per cent of the trade volume between Europe and 
Asia. 

In the year 2000 about 40,000 containers have been shipped alongside this corridor, 
which uses only 25 per cent of the existing capacity. One of the reasons for this substantial 
under-use of the carrying capacity of the Trans-Siberian route is the low quality of service 
and the missing reliability. The latter stems from missing investments in the infrastructure 
and in modern information technology for better train control. A second reason is the tariff 
system for containers, which is still not unified and rather complex. A third reason is the 
high cost of freight trans-shipment at the Russian seaport of Vostochny. The fees are twice 
the fees of the Korean seaport Busan or of the Chinese seaport Shanghai. The Ministry of 
Transport in Moscow is well aware of these shortcomings and currently working out a 
concept for a unified service with a one-stop shop for the Russian part of the route. This is 
a pre-condition for making their ground transport facilities more attractive for international 
shipping on the East-West route. 

Before the background of the uncertain future of the Trans-Siberian alternative 
railway routes could gain importance, which link China/Korea to Central Asia, Turkey and 
Europe, at least partly circumventing the Russian Federation. Also the Fraseka-corridor, 
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which links Central Asia to Europe through passing the Caucasus Mountains, could be 
developed. Facing the potential competition the Russian government is also considering a 
combination of Russian and Central Asian links. A communiqué has been formulated on 
the occasion of the visit of President Putin to Korea on February 27, 2001. The parties 
shared the opinion that the positive developments of the intra-Korean relationships have 
created a good atmosphere for cooperative projects under participation of the Republic of 
Korea, the Russian Federation and other states. Examples are the projects in the areas of 
energy and resources, the interconnection of Trans-Korean railways (TKR) and the Trans-
Siberian Railways (TSR). 

It is well known that there is still a most important link missing between the 
Russian, Chinese and Korean railways. There might be a chance that Democratic People’s 
Republic of Korea will agree to close the existing gaps in the railway network subject to 
sufficient financial aid from third parties. Japan seems to be interested in taking the lead 
for solving the financial problems with the necessary investments in Democratic People’s 
Republic of Korea. 

5.  Conclusions 

From the developments of the TEN, TINA and East-Asian networks one can draw 
some powerful conclusions: The TENs are a most important element of West-European 
integration and the development of a single market without borders for people, goods & 
services, capital and communication. Therefore they have been integrated explicitly in the 
Treaty of Maastricht 1994, which cleared the path for the EU with 15 member countries. 
The TINA networks are a necessary condition for extending the EU to countries of Central 
and South-East Europe. They will create the base for a new economic upturn and a 
peaceful social integration of countries with very different history, ethnical roots and 
economic performance. The Trans-Korean networks and their interconnection with 
Chinese and Russian (Trans-Siberian) networks are not only an issue for saving transport 
cost and time. They also can lead to a re-establishment of economic relationships and a re-
vitalization of social communication. One can not forecast the speed on the end of political 
processes. From the German experience one can learn that sometimes these processes go 
unexpectedly fast.  

The East-Asian network can be linked efficiently to Central-Asian and Russian 
networks. This will create the bridge to the Pan- and Trans-European networks. Of course 
one can question the huge investments that will be necessary to build up a Trans-Europe-
East Asian network. The major part of good will in the future still be shipped on maritime 
routes and most of the passenger trips on longer distances will be carried by aircraft. Land-
borne transport networks, however, have a much more intensive integration effect, which 
fosters economic activity and trade as well as develops the networks of social relationships. 
Transport scientists are at the forefront of thinking about new networks and developing 
scenarios on the manifold activities, which can be induced through a proper design of the 
transport infrastructure. Therefore it is most important that the national and international 
transport societies come closer together at the benefit of the economy and the citizens. The 
organization of the 9th World Conference on Transport Research in July 2001 has been a 
big success and has shed bright light on the scientific and management performance of 



Annex III 

 74

Korean transport research organizations. This gives a strong platform for future integrated 
research activities and a successful common work in the international organizations of 
transportation science. 
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Annex IV                               
Vision for the North-East Asia Transportation Corridors 

                                        Ikuo Mitsuhashi  
Senior Fellow, Economic Research Institute for North-East Asia 

Niigata, Japan 

1.  Introduction 

In recent years, regional competition has extended to the economy, encompassing 
such fields as attracting foreign investment. North-East Asia has entered a new era in 
which it must pursue greater economic development by strengthening economic 
integration in the region. In order to advance the region’s economy, the promotion of 
international trade is necessary; this can be achieved by strengthening regional economic 
integration. As things stand, given the relatively poor relationships between the countries 
of the region and the low level of regional economic integration, which can be seen from 
the underdeveloped transportation network in the region, North-East Asia cannot actualize 
its economic potential. In order to advance the development of North-East Asia economic 
benefit, North-East Asia has established the North-East Asian transportation corridors as 
region’s actual essential transportation routes to development whole North-East Asia 
economy and strengthened its economic integration through realization of the vision. With 
the North-East Asian transportation corridors North-East Asia obtains sufficient 
coordination between related countries and international financial institutions and shows 
the vision of transportation routes to be necessary from the viewpoint of international trade 
in whole NEA. It is important to promote use of the corridors by providing the most up-to-
date information about each corridor to cargo owners, shipping companies and investor 
etc., in order to realize the transportation routes in a practical way. This section describes 
the North-East Asia transportation corridor network in more detail including to overland 
continental routes and marine routes, outlining their current status and issues.  

2.  The Nine Transportation Corridors in North-East Asia     

This vision for the Nine North-East Asian Transportation Corridors was selected by 
the Transportation Subcommittee of the North-East Asia Economic Conference in 
Niigata’s Organizing Committee, with the participation of related officials from each 
country/district of North-East Asia. The corridor network may be amended to a lesser 
degree in the near future; however, this is the most accurate reflection of current opinions 
in all North-East Asia countries including the Democratic People’s Republic of Korea, 
although it only participates as an observer. In the process of establishing the corridor 
network, emphasis was placed on the following three points: 
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1) The trade corridor route is an existing major one. 

2) The route connects inland North-East Asia with an outlet onto the Pacific 
Ocean, taking into account the fact that interaction with Pacific Rim 
countries will be important for North-East Asia in the future. 

3) The route supports the future development of Heilongjang and Jilin 
Provinces, taking into consideration the fact that these provinces are located 
in the geographical centre of North-East Asia and are home to the greatest 
concentration of the region’s population. 

Figure A4-1 North-East Asia Transport Corridors 

 

 

And these transportation corridors vary from fully utilized corridors to those still in 
the conceptual stage, they are expected to become major corridors for international 
transportation in the region in the future. In the description follows, these corridors will 
cross the seas and are supposed to be connected to Japan, the Republic of Korea, South-
East Asian countries and North American.  
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I.  Corridor 2 (Siberian Land Bridge (SLB) Trade Corridor) 

This corridor runs from ports in Primorsky Territory, via Moscow, to northern, 
eastern and western parts of Europe. Diversions to Mongolia and Central Asia are also 
possible on this route.  

Its significance lies in the fact that it is the only route at present with a single 
railway line connecting east and west Eurasia; it provides a fundamental link between the 
Russian Far East (abbreviated hereafter to Russian Far East) and Moscow. With regard to 
road transport, a road runs alongside almost the entire length of the Trans-Siberia railway; 
only the section running through a mountainous area of Amur Territory, between 
Khabarovsk and Chita, has yet to be completed, but construction work on this section is 
ongoing. Cargo truck transport is possible all year round apart from on this section, 
although there are few paved roads, even in the vicinity of Khabarovsk city.  

The gateways to the SLB are Vostochny Port, Vladivostok Port and Nakhodka Port, 
which are ice-free even in midwinter. Vostochny Port is not only a gateway for SLB 
container transport but also exports timber, coal and chemical fertilizer, which are brought 
from central Siberia. 

Vostochny Port has regular container route links with Japan, Busan and Shanghai, 
Vladivostok Port has container links with Busan and Viet Nam, and while Nakhodka Port 
has no regular container shipping route, it does have a conventional route to Japan. 

With regard to container movements, the annual container handling capacity of 
Vostochny Port is 200,000 TEU, while the actual volume handled in 2001 amounted to 
90,000 TEU, including a transit cargo volume of 50,000 TEU conveyed between Europe 
and Asia. Vladivostok has almost the same volume, but little transit cargo (80,000 TEU in 
total, including 330 TEU of transit cargo). As well as ISO-standard containers, small 
containers for domestic use are frequently used in railway transport. 

Factors of issues and problems in freight handled by the SLB include the 
weakening of administration and coordination functions relating to international combined 
transportation. The railway is relatively well-maintained, although transit container 
volumes have dropped drastically in comparison with levels in the 1980s. This is due to 
the shift of overseas trade cargo to using maritime transport via the Indian Ocean and the 
Suez Canal (termed All Water transport). The All Water has weakened the SLB’s 
competitiveness in terms of both travel times and costs. Another issue is the construction 
of a double-track railway on the Amur River Bridge. The ports have improved 
comparatively, due to the competition of ports in Primorsky Territory, although there are 
still many out-of-date facilities. Given the SLB’s significance, regular SLB-related 
maritime routes are too small. The road network and paving situation is not good at 
present because a crucial expressway linking Moscow and the Russian Far East has not 
been completed and there are unpaved sections of road in some areas. In addition, most 
exported freight comes from Central Siberia and little from Primorsky Territory. This 
means that the level of industrial development in Primorsky remains low. 
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II.  Corridor 1 (BAM Trade corridor) 

This corridor begins at Vanino Port, which links Sakhalin with the Eurasian 
continent, and runs via the heavy industrial zone of Central Siberia to Taishet, where the 
corridor can link up with the SLB. 

It has an important role as a substitute for the SLB in the event of a disaster, in 
addition to providing a connecting route to Sakhalin. 

The BAM railway is 4300 kilometres long; the first 720 kilometres of the western 
section is double-track and electrified, while the remaining 3580 kilometres is single-track 
and non-electrified. 

Vanino Port, which was opened in 1945, is an important Tatar Strait port. which 
capable of handling 14 million tons of freight annually and the actual cargo volume 
handled recorded a record high in 1983. As well as the regular bimonthly container service 
to Busan, a wagon ferry route to Kholmsk Port in Sakhalin. The 5025 GT ferry, which can 
accommodate train carriages, trucks and passengers, makes the trip every day, taking 9-10 
hours. Its annual freight transporting capacity is 6 million tons. The highest actual annual 
volume was recorded in the latter part of the 1980s, when it reached 5 million tons, but 
this dropped to 1.4 million tons in 1998. As for passengers, the highest number recorded in 
the same period was 90,000, dropping to 40,000 in 1998. It is then sent back via the BAM 
railway and exported from Vanino Port, mostly to Japan, but also America and South-East 
Asia. 

Regarding containerization, Vanino Port has one 11.5 metre-deep berth with two 
gantry cranes (30.5 tons), but the annual quantity of freight handled remains only 18per 
cent of capacity (1999). As for railway container transport, it is possible to transport ISO-
standard containers from Vanino to Moscow and other destinations. It continues on to 
Moscow along the SLB. The reason for this is that there is no container tracing system on 
the BAM railway. With regard to temperature-controlled transport, refrigerated wagons are 
more popular than reefer containers, as on the SLB. As for the roads, some truck container 
transport takes place between Sakhalin, Vanino and Khabarovsk. 

In railway transport in this corridor, as on the SLB, a drastic fall in the volume of 
cargo being handled is being experienced. The railway and road facilities for handling 
container transport are out-of-date. In particular, wooden road bridges must be replaced 
with a structure made of a more durable material, such as steel or reinforced concrete. 

III. Corridor 3 (Suifenhe Trade Corridor) 

This corridor is the most important overland route between China and the Russian 
Federation. There are two borders in the corridor, both of which are crossed by rail and 
road traffic; in addition, there is another border that handles only road traffic (Dongning-
Poltavka border), close to the Suifenhe-Grodekovo border crossing. The eastern part of the 
corridor, east of Harbin is termed Corridor 3-1, with the remaining part west of Harbin 
referred to as Corridor 3-2. 
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Corridor 3-1 is significant in that it provides Heilongjiang Province with access to 
the Japan Sea using Russian ports. Since the Harbin-Dahlian route It is possible to shorten 
travel distances and times between Heilongjiang and Japan/US remarkably using this 
corridor (around 950 kilometres of the Harbin-Dahlian route and 760 kilometres of the 
Harbin-Vladivostok route). Corridor 3-2 is significant in that it is the main trade route 
between China and the Russian Federation and functions as a substitute for the SLB The 
railway line is non-electrified along its entire length and most of that part of it lying in 
Chinese territory is double-track. In the Russian section are many sharp bends and steep 
slopes, which limit the speed of the train. A two-lane paved road runs along the entire 
length of the corridor. The port situation is described in detail in the chapter relating to the 
SLB. 

The total volume of cross-border traffic on roads and railways at Suifenhe-
Grodekovo reached about 4.3 million tons in 2000, of which 0.5 million tons was 
transported from China to the Russian Federation and consisted mainly of coal, foodstuffs 
and construction materials, with the remaining 3.8 million tons sent from the Russian 
Federation to China consisting mainly of timber (70 per cent), iron products, cement and 
chemical fertilizer. The volume of cross-border passenger traffic totaled 780,000 in 2000. 
At the Dongning-Poltavka road border, the volume of cross-border freight was 260,000 
tons, with 280,000 passengers and 30,000 vehicles crossing the border. Cross-border truck 
transport consists mainly of container trailers. At the Manzhouli-Zabaikalsk border 
crossing point on Corridor 3-2, the volume of rail cargo amounted to 7 million tons in 
2001 (5.64 million tons in 2000), road cargo totaled 280,000 tons in 2000 (240,000 tons 
from the Russian Federation to China, 40,000 tons from China to the Russian Federation). 
Throughput in 2001 reached 1.1 million persons and 160,000 vehicles respectively. 
Compared with 3.2 million tons of railway traffic in 1998, this is a rapid increase on recent 
years. At the border, the area within which trucks are permitted to move freely within the 
counterpart country is not fixed but depends upon the permission of the agency concerned. 

With regard to railway transport in problems and issues, rail gauges of the two 
China-the Russian Federation border-crossing points differ; it is necessary to improve 
transshipment facilities at stations on national borders and increases their effectiveness. 
With regard to road transport, the range will issue the expansion of rang in which truck 
transportation can take place. It is necessary to consider incentive for transit cargo, such as 
customer waivers and the abolition of customs handling charges, along with making 
customer procedures simpler. 

IV. Corridor 4 (Tumen River Area Trade Corridor) 

This corridor originates in Choybalsan in the eastern part of the Great East 
Mongolian Plain; The Tumen River Transportation Corridor is an international 
transportation route running from Tumen River to eastern area of area via the Mongolia-
China border. There are two routes: the Russian route using Zarubino and Posiet ports in 
the Russian Federation, and the Democratic People’s Republic of Korea routes the port of 
Rajin. The aim in the Tumen River Transportation Corridor is to find its niche as a new 
route to the sea for Jilin Province and fulfill a role as a substitute route for the congested 
Dalian Transportation Corridor. 



Annex IV 

 80

As regards port facilities, there is competition between Rajin, Zarubino and Posiet 
ports. Each port has several berths about 10 metres deep. Rajin and Posiet ports are 
equipped with container cranes, while Zarubino Port uses forklift trucks to move 
containers, because it lacks suitable cranes. Rajin Port dealt with Russian cargo transported 
via the Khasan border crossing during the Cold War era, handling a record high of 830,000 
tons in total in 1989; this freight volume had dropped to 150,000 tons in total by 1998, 
with little Russian cargo being handled. Both Zarubino and Posiet ports handled around 
600,000 tons of freight in 1999. Corridor 4-2 has a regular container route between Busan 
and Rajin, which runs three times a month and handled about 5000 TEU in 1999. 

The container route between Niigata and Rajin has a very small quantity of cargo 
and the service runs only once a month. A thrice-weekly international ferry service was 
inaugurated between Zarubino Port and Sokucho Port (Republic of Korea) in April 2000. 
About 2000 TEU was handled in the first year, 80 per cent of which was transit freight 
between the Republic of Korea and China. 58,000 people traveled on the ferry in the same 
period. The regular Posiet-Akita route was launched in August 1999, with about 4000 TEU 
being handled in the first year. 

Trucks can already move (though there are some restrictions) between China and 
the Democratic People’s Republic of Korea, and between China and the Russian 
Federation. On the Rajin-Hunchun and Posiet-Hunchun routes, Chinese drivers are 
allowed to drive their trucks as far as the port area, but only Russian trucks transport 
containers on the Zarubino-Hunchun route, although trucks carrying wooden chips can be 
driven to the port area by Chinese drivers. 

Developmental issues in this corridor include transport facilities repair of the road 
between Rajin and Wonjong and development of container cranes of gantry cranes in 
Zarubino Port and the sufficient size of the container handling yard in Posiet Port.  

V.  Corridor 5 (Dalian Trade Corridor) 

This corridor is the main artery for Chin’s North-Eastern region , originates in the 
international trade port of Dalian, running to Harbin , the capital of Heilongjiang Province 
in the Russian Federation. The corridor is significant in that it is the main artery 
connecting China’s three North-Eastern provinces. These provinces form the geographical 
and economic centre of continental North-East Asia, and in the sense that the possibilities 
for the economic development of this region will have a great influence on the future of 
the North-East Asia; the corridor has great significance as a means of supporting this 
development. 

The main railway in the corridor is the Dalian-Harbin line (944 kilometres) was 
completed in November, 2001 making it an electrified double-track line The development 
of facilities for container transport by rail is progressing, and there are inland container 
deports at Harbin, Changchun and Shenyang, where customs checks can be carried out, 
Moreover, block container trains run between Dalian and Harbin, and in addition to ISO-
standard containers, small container are often transported by rail. 
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With regard to road development in China’s North-Eastern provinces is 
progressing at a tremendous rate. With regard to an expressway from Dalian to Harbin in 
this corridor, the Dalian to Shenyang stretch was completed in 1990, the Shenyang to 
Siping stretch in 1994, and Siping to Changchun stretch in 1998. The Changchun to 
Harbin stretch is also scheduled to be completed before long. It is though that the 
development of an expressway in China’s North-Eastern region may result in the rapid 
substitution of road transportation for railway transportation in the near future. 

The main issue with the Harbin-Dalian railway has reached saturation point and 
has no scope for coping with the increase in cargo volumes that might arise from the 
development of Heilongjiang and Jiling provinces. Secondly, cross-border traffic between 
China and the Russian Federation is not efficient due to the lack of a bridge over the river 
that constitutes the border. 

VI.  Corridor 6 (Mongolia Trade Corridor) 

This corridor runs from Tianjin Port in China, crossing into Mongolian territory 
further north, and linking up with the SLB at Ulan Ude. The corridor is Mongolia’s sole 
foreign trade route, with the exception of small customs posts. As well as being the most 
important international transportation route for the landlocked country of Mongolia, the 
Tianjin-Mongolia Transportation Corridor is also used for transit transportation between 
Europe and Asia via the SLB. 

Tianjin Port on the Bohai Gulf has a long approach channel, is the seaboard 
gateway to Beijing. There are seven container berths with a depth of 11-12.5 metres and it 
handled 1.03 million TEU of containers in 1998, while its annual container handling 
capacity is 1.8 million TEU. Services on more than 30 regular international container 
routes call at this port. 

Trucks are mainly used in the overland transport of containers exported 
from/imported to Tianjin Port, with railways occupying a share of only 10-15 per cent. 
There is little cross-border road freight transportation in Tinjin-Mongolia Corridor. The 
majority of main roads on the Mongolian side are unpaved. The development of 
Mongolia’s roads is progressing based on the Medium-Term Road Master Plan (MRMP) 
which was formulated in collaboration with the Asian Development Bank and accepted by 
the cabinet. 

It is first necessary to develop the railway of Mongolia and development of 
Mongolia’s main roads is likely to become a pressing issue it should be noted that the 
Chinese transport situation has a great impact on Mongolian transport because Mongolia 
has to make use of Chinese rail and port facilities in passing through Chinese territory. 
With regard to containers, in order to promote exports of dairy products and meat, it would 
enable livestock-related products to be exported using reefer container trucks. 
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VII.  China Land Bridge (CLB) Trade Corridor 

The railway line would compete with the SLB in transport between East Asia and 
Central Asia. It is thought that the emergence of competition with the SLB will ultimately 
contribute to the latter’s development. Until now, this corridor has been the sole trunk road 
between North-East Asia and Central Asia. International TIR truck traffic from Europe is 
now possible up to Kazakhstan. It is anticipated that TIR trucks will begin to travel to 
North-East Asia in the near future, using this road. 

The railway line between Lianyungang and Urumqi (3651 kilometres) is double-
track, while the line from Urumqi to Alashankou (477 kilometres) is single-track. Deluxe 
double-decker passenger trains run on the Urumqi-Alashankou line. This means that 
considerable passenger movements are likely. Owing to the discrepancy in rail gauge 
between China and Kazakhstan, freight transshipment is necessary at the border. The road 
from Lianyungang to Urumqi is considered by the Chinese government to be one of the 
most important routes, so there are plans to develop the entire length of the road as a 
highway. Some parts are already in use. 

Lianyungang Port has one state-of-the-art container berth with a depth of 11 metres. 
Container cargo is loaded onto trains at this terminal. Moreover, 10 berths with a depth of 
9 metres-7 metres for general cargo and three coal-loading berths are in use at present. The 
total quantity of freight handled annually, including loose bulk material such as coal, is 25 
million tons. Container freight accounts for 110,000 TEU, of which 10,000 is CLB freight. 
The port has regular Europe-bound and North America-bound container freight services in 
addition to a maritime network connecting Busan, Hong Kong, Singapore and Japan. 

With regard to cross-border traffic, there are large-scale facilities for transferring 
cargo in both Druzba and Alashankou. Both border cities experience strong winds, so in 
order that transshipment can take place even under these conditions, indoor transshipment 
facilities are being developed. 

But there is the problem that, although transshipment facilities are operating at full 
capacity, the volume of cross-border trade is increasing, so it is necessary to enlarge the 
transshipment capacity. And also the container tracing in China is possible at major 
railway bureau and large stations, but it is difficult to achieve over the whole line.  

VIII. Corridor 8 (Korean Peninsula West Trade Corridor) 

This corridor links Busan Port in the Republic of Korea with Shenyang in China, 
via Seoul, Pyongyang, Sinuiju on the Democratic People’s Republic of Korea side of the 
border and Dandong on the Chinese side, at present the lines linking the Republic of Korea 
and the Democratic People’s Republic of Korea are disconnected, so it is not functioning. 
If progress were made on the development of the disconnected section, needless to say, 
this corridor would promote transportation between the Republic of Korea and the 
Democratic People’s Republic of Korea. Furthermore, the corridor fulfils various roles, 
providing direct overland linkage between the Republic of Korea and China, as well as 
connecting international sea routes to Busan Port with inland North-East Asia. The latter 
means that the corridor will compete with the SLB as one of the Eurasian Land Bridges. 
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The railway between Busan and Seoul is non-electrified and double-track, but as 
the train service is a mixture of Saemaul passenger trains running at 150 km/h and freight 
cars, the line has reached the limit of its capacity. Consequently, a new high-speed line 
between Seoul and Busan, the railway was agreed at the North-South Summit in 2000; the 
Republic of Korea has completed its part of the project. 

Busan Port is the largest port in the Republic of Korea in terms of the quantity of 
cargo handled, a It has many trunk maritime routes serviced by Europe-bound and North 
America-bound container vessels. Consequently, Busan Port was ranked 3rd in the world 
port container league in 2001. Moreover, branch routes diverging from the Busan Port 
trunk routes spread throughout North-East Asia and a shipping route network known as the 
Busan hub network has been formed. Thus, as a result of the fact that many ports in North-
East Asia are linked with Busan Port, cases of freight transport between North-East Asia 
ports undertaken through Busan Port are not rare. 

In the Democratic People’s Republic of Korea, ISO-standard containers have been 
used in transporting textiles and derived products for commissioned trade, which are 
processed at factories in Pyongyang. These containers are used between Pyongyang and 
Nampo Port, a gateway to the capital. 

Firstly, the disconnected section of railway line must be restored swiftly, based on 
the North-South Summit agreement. Along with work on the railway, renovation of the 
cross-border road is necessary, not to mention other improvements to transport 
infrastructure in the Democratic People’s Republic of Korea. 

IX. Corridor 9 (Korean Peninsula East Trade Corridor) 

This corridor originates in Busan Port and runs to Primorsky Krai, via the eastern 
part of the Korean Peninsula, the Rajin-Sonbong economic trade zone in the Democratic 
People’s Republic of Korea and the Khasan district of the Russian Federation. It merges 
with the SLB in Primorsky Krai. However, it is not functioning due to the disconnected 
section at the border between the Republic of Korea and the Democratic People’s Republic 
of Korea. The corridor is significant as an arterial road connecting the Republic of Korea 
and the Democratic People’s Republic of Korea and, furthermore, as a route linking the 
Republic of Korea and the Russian Far East.  

As there is no railway in the east of the Republic of Korea, a railway line for the 
corridor has not yet been decided. There are a number of alternative routes, one of which 
is the Busan-Seoul-Wonsan-Khasan route via the currently disconnected part of the 
Kyong-ui Line.  

On the Republic of Korea side, the ordinary road from Busan to Sokcho going 
north along the eastern coastline of the Korean Peninsula is a well-paved one which is a 
highway in parts. On the Democratic People’s Republic of Korea side, the road from 
Kumgansan to Wonsan is a highway, but the road from Wonsan to Ra-san (Rajin-Sonbong) 
is believed to be unpaved.  
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With regard to cross-border traffic, there is a railway bridge across the border but 
no road bridge. The annual quantity of rail freight transported across the border amounted 
to 3.53 million tons in 1990 however, in 2000, this figure had dropped to only 0.14 million 
tons (consisting solely of cargo from the Russian Federation to the Democratic People’s 
Republic of Korea).  

This corridor is not functioning at present. In order to fulfill a role as an 
international corridor, it is necessary to reconnect the north-south rail line and improve the 
current state of the Democratic People’s Republic of Korea’s transport infrastructure. 

Although nine transportation corridors vary from fully-utilized corridors to those 
still in the conceptual, they are expected to become major corridors for international 
transportation in the region in the future  

3.  Projects in the Proposed Development Plans  

As pointed out in the previous chapter, with regard to their current status, there are 
differences in the level of development of the nine North-East Asian transportation 
corridors with some already being used sufficiently and others still at the stage of being 
merely a concept. The level of maturity of the development and usage of the transportation 
corridors can be classified as being in one of three stages; basic formation period, 
propagation period, and active period. 

 

Basic formation period: (3) Suifenhe Corridor; (4) Tumen Corridor; (8) Korean Peninsula 
West Corridor; (9) Korean Peninsula East Corridor  

Above basic formation period indicated that the corridor is at the stage of basic 
infrastructure development, focusing mainly on hard infrastructure.  

 
Propagation period: (1) Vanino – Taishet Corridor; (6) Tianjin – Mongolia Corridor  

The propagation period is the stage of attracting users requiring international 
transportation service, having developed basic infrastructure. 

 
Active period: (2) SLB Corridor; (5) Dalian Corridor; (7) CLB Corridor   

The active period refers to the stage of promoting further use of the corridor and 
expanding the quantity of freight transported. 

These aim of these projects with regards to the further of the North-East Asian 
transportation corridors is to create a network in which transportation can take place 
throughout the whole region as smoothly as it does within a single country enhanced and 
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expanded standardization/containerization of transportation and a network that is 
effectively connected to transportation networks outside the region. 

Projects aimed at creating a network in which transportation throughout the region 
can take place as smoothly as domestic transportation include improvements to the rail 
freight transshipment capacity of stations at national borders, the expansion of the range in 
which truck transshipment can take place, with regard to how far trucks can enter other 
countries, increasing the efficiency of border-crossing procedures and introducing 
Transport International Routine treaties.  Projects aimed at enhancing and expanding 
container transportation include the development of container handling facilities at ports, 
the establishment and updating of inland container depots, and the establishment of a 
container tracing system. Also the effective connection of the network with networks 
outside North-East Asia include the expansion of marine routes and the strengthening of 
the consistency of the network’s ability to transport cargo as far as Europe. 

Moreover, the development projects listed have been classified into three 
categories, having been assigned an order of priority areas where development should be 
undertaken urgently short- term, area where development will be needed in the near future 
as the medium-term and areas where development is likely to be required in the longer 
term.  

4.  Toward the Realization of Vision for the North-East Asia Transportation 
Corridors  

The most important thing for economic integration is to construct a relationship of 
mutual understanding and mutual trust among the countries of the region. In order to build 
such relationships, it is necessary to set up joint projects extending throughout North-East 
Asia. Many participants from across the region would be involved in these projects, from 
the initial planning stages up to the final implementation stage.. Then trade corridors 
should be realized as a means of upgrading transport infrastructure. Trade corridor projects 
have already been undertaken in Europe and South America, with the participation of all 
related countries and international agencies; these projects have made a remarkable 
contribution to promoting the development of the inland transport system in those areas. 
As a result of frequent meetings and a spirit of compromise aimed at bringing the project 
to fruition, greater transparency between interested parties was achieved, which in turn 
fostered mutual trust and understanding and formed a base for regional stability. The 
North-East Asia trade corridor network project may be the most appropriate first step 
towards the economic integration of the region. 

It is expected that if the transportation corridors are developed sufficiently, the 
passage of goods for distribution and people back and forth across national borders will 
intensify, and the development of international trade that utilizes the inherent economic 
complement of North-East Asia is conceivable. Furthermore, the existence of routes that 
function properly as international transportation routes will promote investment and 
movement into other countries by companies from outside the region, as well as within it. 
The future upgrade and expansion of North-East Asian transportation corridors’ functions, 
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as trade and other development opportunities, has already being sought, in order to 
promote economic development within the region and international cooperation. 

Aiming at the future formation of economic corridors, and the realization of the 
vision for the North-East Asia Transportation Corridors, which is a prerequisite for that 
ultimate goal, the Transportation Subcommittee will actively continue its activities in the 
future.  
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Annex V                                
Report of the Subregional Policy-Level Workshop on the Development 

of an Integrated Shipping and Port System in North-East Asia 

I.  ORGANIZATION OF THE WORKSHOP 

A.  Introduction 

1. The subregional Policy-Level Workshop on the Development of an Integrated 
Shipping and Port System in North-East Asia was held in Tianjin, China on 10 and 11 
October 2002.  It was organized by the United Nations Economic and Social Commission 
for Asia and the Pacific (ESCAP) and hosted by the Ministry of Communications of China 
and the Tianjin Port Authority (TPA) with financial support from the Government of the 
Republic of Korea. 

B.   Attendance 

2. The Workshop was attended by 11 participants from 4 countries: China, Japan, the 
Republic of Korea and Russian Federation.  The list of participants is provided as 
attachment I. 

C.   Opening of the Workshop 

3. In his opening statement, the Director of the Transport and Tourism Division of 
ESCAP stated that North-East Asia had a great potential for economic cooperation, 
particularly with the reduced political tension in the region, owing to the complementarity 
of industrial structures, technology levels and demographic features of the countries in the 
region.  If the potential was to be fully realized, it was essential that an appropriate 
transport/communications and logistics system, including adequate port and shipping 
services, be developed to facilitate the efficient and safe flow of trade within the region as 
well as to and from overseas markets. 

4. In North-East Asia, maritime transport had played a key role in promoting trade; 
however, a common maritime transport and network in the subregion had not been 
effectively formed owing to missing links, which had constrained the subregion from 
taking full advantage of shipping connections. 

5. Maritime transport services had so far been established through bilateral 
agreements between two countries in North-East Asia.  However, with the advent of the 
WTO regime, multilateral maritime cooperation among the countries in the region would 
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be necessary to establish a common shipping and port system, which could be evolved into 
a multimodal transport system comprising all modes of transport including the Trans Asian 
Railway, the Asian Highway and cross-border transport in the Tumen River area. 

6. He further stressed that through the Workshop, areas of potential cooperation 
among the North-East Asian countries for maritime transport infrastructure development 
and facilitation would be identified, opportunities should be provided for harmonizing 
national polices within a framework of multilateral cooperation and collaboration between 
the public and private sector should also be promoted to mobilize private participation in 
the maritime infrastructure investment, as had been the case in other ports of the region.  
A copy of his opening statements is provided as attachment II.  

7. Mr. Ju Zhengzhi, Director-General of International Cooperation Department, 
Ministry of Communications, delivered the opening statement on behalf of the 
Government of China.  He stated that since the implementation of the reform and 
opening policy, China’s shipping and port industry had undergone rapid development and 
played an increasingly important role in the national economy and foreign trade. 

8. Especially since China’s accession to WTO, the shipping and port industry in 
China was undergoing restructuring.  In 2001, the State Council of China promulgated 
the Regulation of the People’s Republic of China on International Maritime Transport.  
Restructuring was also well under way in the Chinese ports, including a diversified 
financing system for port construction, port management reform and application of 
advanced technology and modern management expertise and expansion of port functions. 

9. Recognizing the recent development of logistics in the country, he stressed the 
importance of the partnership among carriers, ports and shippers to form an integrated 
supply chain of transport services.   

10. In closing, he expressed his belief that the Workshop would come up with valuable 
recommendations and new insights into the policy for developing the shipping and port 
system in the subregion.   A copy of his opening statements is provided as attachment III. 

11. During the opening session, Mr. Tian Changsong, Vice-Director of TPA made an 
introductory presentation on the Port of Tianjin, which was followed by the introduction 
given by the Director of the Transport and Tourism Division of ESCAP to the activities of 
ESCAP in the transport sector. 



Annex V 

 89

D. Workshop Programme 

12. The Workshop was conducted in four sessions, including the opening session, to 
discuss the topics of review of transport development in North-East Asia; financing 
shipping and port development; and subregional cooperation.  In each session, 
presentations were followed by discussions.  During the last session, the group activity 
provided the participants with an opportunity to discuss among themselves the issues that 
should be addressed for the development of an integrated shipping and port system in 
North-East Asia and on how to enhance subregional cooperation to address the issues. 

13. The programme of the Workshop included the presentation of four country reports 
by national experts.  Seven papers on substantive issues were presented by a team of 
speakers from ESCAP, Asian Development Bank (ADB), ASEAN Secretariat, Korea 
Maritime Institute (KMI) and Economic Research Institute for North-East Asia (ERINA).  
The programme of the Workshop appears as attachment IV. 

II. SUMMARY OF THE PROCEEDINGS WORKSHOP  

Session 2: Review of transport development in North-East Asia 

14. Presentations of country reports: National experts from China, Japan, Republic of 
Korea and Russian Federation presented country reports and explained the current 
situation of shipping and ports in their respective countries.  The presentations focused 
on identified bottlenecks to the development of shipping and ports and suggestions on 
measures and ways to promote cooperation among countries in the subregion.  ESCAP 
made a short presentation on a review of shipping and ports in the Democratic People’s 
Republic of Korea. Country presentations appear as attachment V. 

15. Vision for the North-East Asia Transportation Corridors:  The representative of 
the Economic Research Institute for North-East Asia (ERINA) in Japan introduced the 
results of its recent project on the Vision for the North-East Asia Transportation Corridors, 
in which nine transportation corridors in North-East Asia were specified.  The current 
situation of the nine transportation corridors was surveyed and problems were identified.  
The future development plan was proposed and ESCAP’s assistance was sought in 
realization of the vision. 

16. Review of shipping and port development in North-East Asia:  The ESCAP 
consultant from the Korea Maritime Institute (KMI) examined the demand and supply 
situation of shipping services in North-East Asia.  The presentation also reviewed the 
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current situation of port facilities and management systems of the subregion, including 
future development plans. 

17. Priority issues for shipping and port development in North-East Asia:  The 
presentation by ESCAP summarized problems identified by the national experts and 
pointed out major infrastructure and institutional bottlenecks that hindered shipping and 
port development of North-East Asia.  Suggestions were made for priority issues that 
could be considered by the participants to overcome the bottlenecks. 

Session 3: Financing shipping and port development 

18. The Asian Development Bank and integrated transport system:  In his 
presentation, the representative of the Asian Development Bank (ADB) explained the 
ADB’s role in financing transport infrastructure projects.  He illustrated some examples 
from transport infrastructure development projects in China, focusing on five port projects 
in Dandong, Yingkou, Yantai, Fangcheng and Xiamen. 

19. Promotion of private sector participation/foreign direct investment in port 
development:  The presentation by ESCAP surveyed private sector participation in 
developing countries in transport infrastructure by different types of privatization, and 
illustrated that construction/concession and lease/joint-venture were the major types of 
private sector participation (PSP) in port projects.  It also illustrated the portion of foreign 
direct investment (FDI) in PSP in transport infrastructure projects.  Suggestions were 
made for policy development to promote PSP/FDI in port development. 

Session 4: Subregional cooperation 

20. EU Common transport policy: Trans-European Networks (TENs):  The 
presentation reviewed general trends of transportation in EU and explained the objectives 
of EU Common Transport Policy (CTP).  The presentation also explained how the Trans-
European Networks (TENs) progressively integrate the transport system in EU through 
major axes and nodes development.  

21. ASEAN transport cooperation:  In his presentation, the representative of the 
ASEAN Secretariat explained the ASEAN Transport Vision 2020 and Hanoi Plan of 
Action, in which the regional transport integration was called for.  The presentation 
introduced a list of transport cooperation agreements and major activities for maritime 
transport cooperation, including the ASEAN maritime transport sector development study. 
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22. Group Activity:  Two working groups were established and each group discussed 
the following topics:  

(a) Priority issues that need urgent attention at the subregional level; 
(b) Possible areas for subregional cooperation; 
(c) Practical ways of cooperation in the areas identified above;  
(d) Suggestions/recommendations for ESCAP to follow up. 

The reports of the two working groups were subsequently discussed in plenary.  A 
summary of the group discussions and recommendations is reflected in the following 
section. 

III.  VIEWS AND RECOMMENDATIONS OF THE WORKSHOP 

23. During the Workshop, participants presented their views and experiences related to 
the Workshop topics.  The main views and recommendations arising through 
presentations followed by discussions and the group activity are summarized below:  

(1) Bottlenecks and priority issues   

(a) Lack of sufficient port facilities for future increases in demand is observed in 
some countries of the North-East Asian subregion.  However from the 
subregional perspective, attention should be paid to avoiding possible over-
investment in port development.  Coordination of the development plans of 
individual countries seems difficult, but exchange of related information on 
the respective development plans will be helpful.  

(b) Port facilities in the northern part of North-East Asia are not sufficient for 
China and Mongolia to access through inland transportation. 

(c) Owing to the lack of efficient inland intermodal transport, opportunities are 
limited for the ports in the subregion to serve hinterlands. 

(d) Different bureaucratic institutions such as documentation and CIQ procedures 
in each country of North-East Asia cause delays in border crossing between 
the countries. 

(e) Maritime dialogues among the countries in North-East Asia are mostly 
bilateral or trilateral and deal with shipping and port issues separately.  
Multilateral dialogues to discuss shipping and port issues together do not 
exist. 

(2) Priority issues and areas for subregional cooperation  

(a) Detailed demand forecasts of intraregional cargo movement are required for 
planning the future development of port facilities in the region.  

(b) Priority should be given to the development of ports in the northern part of 
North-East Asia to be available for China or Mongolia to access through 
inland transportation.  For example, the North-Eastern provinces of China 
could use the ports of Vladivostok, Nahodka and Rajin according to 
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competitive factors, such as high efficiency, better service and lower cost.  
Port of Vostochny in particular could also be developed as a trans-shipment 
centre equipped with adequate facilities and providing linkages for container 
cargoes transported between North-East Asia and Europe through Trans-
Siberian Railway system. 

(c) Efficient inland intermodal transport, including road, rail and inland 
waterways, need to be developed to provide connections to port hinterlands.  

(d) A harmonization of regulations related to maritime policies and border 
crossing among countries in the subregion is necessary to facilitate 
intraregional trade and transport.   

(e) A harmonized transportation system in the subregion is recommended.  The 
case of EU can be reviewed for benchmarking. A subregional transportation 
network (transportation corridors) could be formulated and reviewed from the 
subregional viewpoint.  In order to operationalize possible transport 
corridors, it is important to secure fair trade and transparency, for which a 
watch-dog system could be set up. 

(f) The formation of a North-East Asian subregional shipping and port forum 
among senior government officials is recommended to enhance mutual 
understanding of member countries in such a specific field as shipping, ports, 
information, international ferry system or logistics.   The possible agenda of 
the forum may include exchange of information, publication of annual reports, 
joint studies on maritime transportation of the subregion and establishment of 
communication channel among the countries. The multilateral forum, which 
would be firstly composed of working level of director generals or deputy 
director generals, could be levelled up to the ministerial level afterwards. 

(3) Suggestions/recommendations for ESCAP to follow up 

(a) The Workshop requested the ESCAP secretariat to take a lead in funding and 
implementing the joint studies for harmonization of transportation system, 
formulation and review of subregional transport network and subregional 
trade forecasts, as recommended in (2) (e) above.  A joint study group 
supported with sufficient funds could be set up to undertake the joint studies. 

(b) The Workshop requested the ESCAP secretariat to take initiatives in 
organizing the multilateral shipping and port forum of senior officials from 
the North-East Asian countries, as recommended in (2) (g) above, at an 
appropriate time. 
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IV. EVALUATION OF THE WORKSHOP 

24. An evaluation questionnaire was distributed at the end of the Workshop.  
Participants were invited to give their views and comments on the Workshop, in terms of 
contents and presentation.  The general view was that the organization of the Forum was 
timely, meaningful and constructive in recognizing the needs for sustainable dialogues 
among key players in the maritime industry. 

V. CLOSING OF THE WORKSHOP 

25. In closing the Workshop, the Director of the Transport and Tourism Division of 
ESCAP reviewed the topics covered during the two-day-Workshop and recommendations 
that had been made by the participants, through the group activity in particular.  He 
thanked the participants for their contribution to the success of the Workshop.  He stated 
that the Transport and Tourism Division would attempt to respond to the suggestions and 
recommendations of the Workshop to be reflected in ESCAP’s future programme activities.  
On behalf of ESCAP and the Workshop participants, he also expressed his sincere 
appreciation and gratitude to the Ministry of Communications of China and Tianjin Port 
Authority for their efficient arrangements for the Workshop and the hospitality extended to 
all participants.   
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Attachment I 

LIST OF PARTICIPANTS 
 
 

CHINA 
 
Mr. Jinwen Wang, Director, Port Management Division, Department of Water Transport 
Administration, Ministry of Communications, Beijing 
 
Mr. Changsong Tian, Deputy Director, Port of Tianjin Authority, Tianjin 

 
 

JAPAN 
 
Mr. Ikuo Mitsuhashi, Senior Fellow, Economic and Research Institute for North-East Asia, 
Nigatta-city 
 
 

REPUBLIC OF KOREA 
 
Mr. Ung Jin Na, Assistant Director, Port and Harbour Bureau, Ministry of Maritime 
Affairs and Fisheries, Seoul 
 
Mr. Jong Woo Hwang, Assistant Director, Busan Regional Maritime Affairs and Fisheries, 
Busan 
 
 

RUSSIAN FEDERATION 
 

Mr. Sergey V. Palekhov, Head of the Shipping Policy Department, Ministry of Transport of 
the Russian Federation, Moscow 
 
Mrs. Natalia G. Chebarchina, Assistant of Deputy Minister, Ministry of Transport of the 
Russian Federation, Moscow 

 
______________________ 
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RESOURCE PERSONS 
 
Mr. Wang Ming Zhi, Director, Comprehensive Transport Division, Water Transport 
Department, Beijing 
 
Mr. Kenji Ono, Senior Project Planning Officer, Head, Project Administration Unit, Ports 
and Harbours Bureau, Ministry of Land, Infrastructure and Transport, Tokyo 
 
Mr. Pilsoo Jung, Senior Research Fellow, Korea Maritime Institute, Seoul 
 
Mr. Yaroslav N. Seminikhin, President, Far Eastern Marine Research, Design and 
Technology Institute, Vladivostok 
 

OTHER ENTITIES 
 
Asian Development Bank 
(ADB) 
 
 
 
 
 
ASEAN Secretariat 

Mr. Kim Jraiw 
Transport Specialist, Infrastructure Division 
East and Central Asia Department 
Asian Development Bank 
Mandaluyoung City 
Philippines 
 
Mr. Honorio Rondola Vitasa 
Assistant Director  
Bureau of Economic Cooperation 
ASEAN Secretariat 
Jakarta 
Indonesia 
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SECRETARIAT 

Mr. Barry Cable   Director 
 Transport and Tourism Division 

 
Mr. Dong-Woo Ha  Economic Affairs Officer 

 Transport Facilitation Section 
 Transport and Tourism Division 

 
Mr. Jae-Wan Lee  Senior Maritime Expert 

 Transport Facilitation Section 
 Transport and Tourism Division 

_______________________ 
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Attachment  II 

 

OPENING STATEMENT BY MR. BARRY CABLE 

DIRECTOR OF TRANSPORT AND TOURISM DIVISION OF ESCAP 

 

Distinguished participants, Ladies and Gentlemen, 

 

It gives me great pleasure to deliver an opening statement at this ―Subregional 

policy-level workshop on the development of an integrated shipping and port system in 

the North-East Asian subregion‖ in Tianjin, China.  I would like to express my deep 

appreciation to Mr. Ju Chengzhi, Director-General of Department of International 

Cooperation, Ministry of Communications of China, for sparing his valuable time to 

inaugurate this Workshop. 

 

Ladies and Gentlemen, 

 

North-East Asia has a great potential for economic cooperation due to the 

complementarity of industrial structures, technology levels and demographic features of 

the countries in the region.  During the last decade, economic cooperation among the 

NEA countries has been growing.  Particularly, with the reduced political tension in the 

region, new opportunities for further cooperation among NEA countries and economic 

integration are emerging, which could have a significant beneficial impact on socio-

economic development. 

 

If these opportunities are to be fully realized, it is essential that an appropriate 

transport/communications and logistics system including adequate port and shipping 

services be developed to facilitate the efficient and safe flow of trade within the region as 

well as to and from overseas markets.  However, there is an increasing concern that 

inadequate infrastructure and a lack of harmonized policies among the NEA countries may 

cause serious bottlenecks in the transport and logistics chain and ultimately hinder the 

trade and economic development of the subregion.  

 

Distinguished delegates,  

 

In the NEA subregion, maritime transport has played a key role in promoting trade.  

Shipping and ports are well developed in Japan and the Republic of Korea and are also 

rapidly developing in China.  Democratic People’s Republic of Korea and Russian 

Federation share a common interest with these three countries in developing and 

maintaining the shipping lanes within the subregion.  However, a common maritime 

transport network in the NEA subregion has not been effectively formed due to missing 

links, which have constrained the NEA subregion from taking full advantage of shipping 

connections.   
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Until now, maritime transport services have been established through bilateral 
agreements between two countries in North-East Asia.  However, with the advent of the 
WTO regime, multilateral maritime cooperation among the countries in the region will be 
necessary to establish a common shipping and port system.  It will also help the maritime 
transport network evolve into a multimodal transport system comprising all modes of 
transport including Trans Asian Railway, Asian Highway and cross-border transport in the 
Tumen River area.  In view of the fact that ports are the focal points of multimodal 
transport and logistics systems, priority should be given to the balanced development of 
the ports in the NEA subregion.   
 
Ladies and Gentlemen, 
 

I am certain this Workshop will be successful in identifying areas of potential 
cooperation among the NEA countries for maritime transport infrastructure development 
and facilitation.  Opportunities should be provided for harmonizing national polices 
within a framework of multilateral cooperation.  Collaboration between the public and 
private sector should also be promoted to mobilize private participation in the maritime 
infrastructure investment as has been the case in other ports of the region.   
 
Distinguished participants, Ladies and Gentlemen, 
 

I wish to take this opportunity to convey ESCAP’s sincere gratitude to the Republic 
of Korea for its continuous support to ESCAP in the form of funding and expert resources, 
which have been deployed for this project and Workshop in particular.  I would also like 
to express our appreciation to the Korea Maritime Institute for their collaboration on this 
project.  I would also like to extend our thanks to the national experts who devoted their 
valuable efforts in preparing country papers for the Workshop.  

 
In closing, I would like to express my sincere appreciation to the Ministry of 

Communications of China and the Tianjin Port Authority for their close collaboration, 
which has made this Workshop possible.   

 
I hope the seminar will provide a good forum for all of us to deliberate important 

issues relating to the integration of shipping and ports in North-East Asia and lead to 
greater subregional collaboration.  

 
Thank you very much for your kind attention. 



Annex V 

 99

Attachment  III 
 

OPENING STATEMENT BY JU CHENGZHI, DIRECTOR-GENERAL  
DEPARTMENT OF INTERNATIONAL COOPERATION 

MINISTRY OF COMMUNICATIONS OF CHINA 
 
 
Honorable Chairman, Distinguished Participants, Ladies and Gentlemen, 

 
On the occasion of the opening of the Policy-Level Workshop on an Integrated Port 

and Shipping System in the North-East Asian subregion, please allow me, on behalf of the 
Dept. of International Cooperation of the Ministry of Communications, to express my 
warm congratulations on the workshop! Meanwhile, I would also like to extend my 
heartfelt gratitude to Tianjin Port Authority, the local host of the workshop, for its 
thoughtful preparations for the workshop. 

 
Since the implementation of the reform and opening policy, China’s shipping and 

port industry has undergone rapid development. By the end of 2001, China has over 6000 
shipping enterprises of various kinds operating a shipping fleet of 211,000 vessels, with a 
capacity of 54,495,000 GWT. There are 33,441 production berths across the country, of 
which 810 could accommodate vessels of 10,000 tons and above. In 2001, China 
maintained a quite fast economic growth. The cargo volume by water transport reached 
1.33 billion tons, the total cargo throughput at Chinese ports registered 2.4billion tons and 
the aggregated container throughput 27,480,000 TEU. Thus the shipping and port industry 
plays an increasingly important role in the national economy and foreign trade and 
becomes a crucial link in the overall transport chain. 

 
With the deepening of the Chinese economic restructuring and development of 

socialist market economy, especially since China’s accession to WTO last year, the 
shipping and port industry in China is confronted with challenges as well as opportunities. 
China is poised to adjust shipping structure, regulate shipping market, streamline laws and 
regulations, reform or simplify management with a view to integrating shipping 
administration with international practice within the framework of WTO. In 2001, the 
State Council of China promulgated the Regulations of the People’s Republic of China on 
International Maritime Transport, which marked a new milestone in the international 
shipping management of China. Meanwhile, the port restructuring is also well under way 
in the Chinese ports. China will strive to establish a diversified financing system for port 
construction, drive further port management reform, bring in the advanced technology and 
modern management expertise and expand port functions so that ports will be in a better 
position to meet the demands of social and economic development.  
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Mr. Chairman,  
 
With the recent flourishing development of modern logistics in the country, the 

Chinese government has encouraged the partnership among carriers, ports and shippers to 
form an integrated supply chain of transport services. All the interested parties in China 
are undertaking studies to push the shift of the traditional shipping and port industry into 
integrated logistics service providers. 

 
Mr. Chairman, 

 
We are aware that shipping and port activities play a very crucial role in the 

economic development of the North-East Asian subregion. With the acceleration of the 
globalization of the world economy and the fierce competition, all countries have realized 
the significance of the development of integrated port and shipping system. This workshop 
provides a proper opportunity to the countries in the North-East Asian subregion for 
exchange of information and ideas in this connection. I am convinced that with the 
concerted efforts of all experts, this workshop will contribute valuable recommendations 
on and new insights into the policy for developing the shipping and port system in this 
subregion. 

 
Finally, I wish a full success of this Seminar!  
 
Thank you! 
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Attachment  IV 
 

WORKSHOP PROGRAMME 
 

Day 1:  Thursday 10 October 2002 
 

08:30-09:00 Registration 

 
Session 1:  Opening Session 

09:00-09:20  Opening of the workshop 

Opening statement by Mr. Barry Cable, Director, Transport and 
Tourism Division, ESCAP 

 Opening Statement by Mr. Ju Chengzhi, Director-General, 
Department of International Cooperation, Ministry of 
Communications, China 

09:20-09:40 Introduction to Port of Tianjin by Mr. Tian Changsong, Vice 
Director, Tianjin Port Authority 

09:40-10:00 Introduction to the ESCAP activities in the transport sector and 
background of the project (Mr. Barry Cable, Director, Transport and 
Tourism Division, ESCAP) 

10:00-10:20 Coffee/tea break 

 
Session 2:  Review of transport development in North-East Asia 

10:20-12:00 Presentations of Country Reports (National Experts) 
- China 
- Japan 
- Republic of Korea 
- Russian Federation 

12:00-14:00 Lunch break 

14:00-14:15 Review of Shipping and Ports in Democratic People’s Republic of 
Korea (Mr. Dong-woo Ha, Economic Affairs Officer, Transport and 
Tourism Division, ESCAP) 

14:15-14:30 Vision for the North-East Asia Transportation Corridors (Mr. Ikuo 
Mitsuhashi, Senior Fellow, Economic Research Institute for North-
East Asia) 

14:30-15:00 Review of shipping and port development in North-East Asia (Mr. 
Pilsoo Jung, ESCAP Consultant and Senior Research Fellow, Korea 
Maritime Institute) 
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15:00-15:20 Coffee/tea break 

15:20-15:50 Priority issues for shipping and port development in North-East 
Asia (Mr. Dong-woo Ha, Economic Affairs Officer, Transport and 
Tourism Division, ESCAP) 

15:50-16:30 Discussion for Session 2 

 
Day 2:  Friday 11 October 2002 

 
Session 3:  Financing shipping and port development 

09:00-09:30 The Asian Development Bank and Integrated Transport System (Mr. 
Kim Jraiw, Transport Specialist, Infrastructure Division, East and 
Central Asia department, Asian Development Bank) 

09:30-10:00 Promotion of private sector participation/foreign direct investment 
in port development (Mr. Lee Jae-wan, Senior Maritime Expert, 
Transport and Tourism Division, ESCAP) 

10:00-10:40 Discussion for Session 3 

10:40-11:00 Coffee/tea break 

 
Session 4:  Subregional cooperation 

11:00-11:30 EU Common Transport Policy: Trans-European Networks (Mr. 
Pilsoo Jung, ESCAP Consultant and Senior Research Fellow, Korea 
Maritime Institute) 

11:30-12:00 ASEAN transport cooperation (Mr. Honorio R. Vitasa, Assistant 
Director, Bureau of Economic Cooperation, The ASEAN 
Secretariat) 

12:00-14:00 Lunch break 

 

Group Activity 

14:00-15:40  Group Discussion 

15:40-16:00  Coffee/tea break 

16:00-16:30  Report back 

  Close of the workshop 
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Attachment VI 
 

DEVELOPMENT OF A TRANSPORT NETWORK OF THE RUSSIAN FAR EAST 
 Semenikhin Ya.N., 

 FEMRI Director General 

Geographical position of the Russian Federation located between regions of the 
most active growth of world trade - Northern America, Asia and Europe, predetermine the 
important value supplied development in our country of various types of transport. 

Special emphasis has been placed lately on developing transport infrastructures in 
the east of Russia. Russian President Putin’s statements made at the recent working 
meeting in Vladivostok became another evidence of this policy. 

Existing task-specific programmes call for development of railway and air 
transport, port facilities, sea fleet. Public investments will be directed primarily to the 
energy and transport infrastructures. Once the programme is implemented, the region’s 
GDP will double and over 600,000 new jobs will be set up. 

In this connection, I would like to dwell in more detail on the following projects 
that are expected to be implemented in the near future. 
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The Chita – Khabarovsk Highway will connect Russian Federation motor roads 
with Russia’s national road network. This will contribute to development of the adjacent 
areas, link numerous communities with administrative centres. Competition between 
transport modes will grow, and quality of transport services provided to passengers and 
shippers will improve. This route will have much importance for economic relationships 
with China and Mongolia. Sections of this road being commissioned step by step, it is 
already partly in operation. Altogether, 4.5 billion rubles plus US$ 79 million as a 
European Bank’s loan has been allocated for this project in 2002. 

Through traffic along the route will become possible in early 2004. Asphalt 
concrete road paving and entire works are expected to be complete by 2008. 

The federal government places much emphasis on developing air transport in the 
Far East. The infrastructures of all 10 federal airports handling 90 per cent of the region’s 
air traffic will be upgraded. More than half resources earmarked for airport modernization 
in Russia in this year is directed to the airports of Yuzhno-Sakhalinsk, Nikolaevsk-na-
Amure, Khabarovsk, Bogorodskoye, Zonalnoye, Blagoveshchensk. A total of US$ 13 
billion will be invested in this area till 2010. 

Asia Pacific is becoming one of the world’s largest energy consumers. Today, 
Russia’s main oil producing area is West Siberia, but after 2010 large-scale oil and gas 
production will be launched in East Siberia and Far East.  
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Experts estimate that annual oil production in East Siberia and Yakutia will reach 
25 - 44 million tons by 2015. Nearly the same output is expected on Sakhalin Island. 

Oil production operations started off the east coast of Sakhalin three years ago 
became a first step toward massive development of a whole number of oil and gas fields 
on Sakhalin’s continental shelf. Currently, oil is shipped only during navigational period 
by tankers with a capacity of 60,000 to 100,000 tons. In accordance with further plans, oil 
will be loaded through Prigorodnoye (terminal near Korsakov port) and De-Kastri.  
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Up to 12 million tons of crude oil will be annually exported from De-Kastri. About 
the same amount will be exported from Prigorodnoye, and, once a gas pipeline and LNG 
plant are constructed, this port will also handle about 9 million tons of liquefied gas 
annually. 

 Another large project is a 2,400-km-long oil pipeline from Angarsk to Daqin, 
China proposed by major Russian oil company “Yucos”. 

Further attention will be given to developing port infrastructures on Sakhalin. In 
addition to an upgrade of existing ports in Kholmsk and Korsakov, two new ports will be 
constructed. One will be located in Shakhtersk on the west coast and operate as an export 
port for Sakhalin’s largest Solntsevskoye coal field. The other, on the coast of Nabil Bay, 
will be specialized in loading Sakhalin oil for foreign consumers. An oil terminal project 
in De-Kastri (Chikhacheva Bay, Khabarovsky Krai) is also related to Sakhalin offshore 
international projects. 

As for Primorye ports, they are capable of exporting, besides oil products, up to 10 
million tons of coal, 1 million tons of liquefied gas, 1 million tons of methanol. 

The project to construct a large coal terminal in Vanino, Khabarovsky Krai may 
have importance for the entire Asia Pacific region.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



Annex V 

 119

This complex will comprise coal warehouses, conveyors, coal defrosters, deep 
water wharves for ships with a draft of up to 20 metres and have an annual throughput 
capacity of 10 million tons that in the future may grow to 16 million. 

Russia is also interested in creating a modern transport infrastructure in Primorsky 
Krai as it will contribute to this region’s economic development and restructuring. 

One of Primorye’s ports for handling Chinese transit cargo flows will be a new 
container port in Zarubino that is planned to be constructed by the Transport Ministry’s 
order and with President Putin’s support. This port will be able to receive cargoes from 
Chinese provinces Jilin and Heilongjian. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

The routes from Northeast China (Hunchun) to Asia Pacific nations via Zarubino 
port are more competitive in terms of travel distance and delivery time than the routes via 
Yellow Seaports (including Dalian). Thus, travel distance between Northeast China and 
U.S. West Coast will shorten by 2,937 kilometres (or by one-third) when using Zarubino, 
between Northeast China and Japan’s west coast by 2,230 kilometres (or 3.5 times), 
between Northeast China and Republic of Korea by 1,830 kilometres (or 4 times). 

Besides, shorter distances and shortened travel time offered by the routes via 
Zarubino may have an impact on transport costs compared with the routes via Dalian. This 
may encourage shippers to use the new routes passing via Zarubino. 

Proposals related to this project were discussed at the Russian Transport Ministry 
and presented to President Putin during his visit to the Far East. The president approved 
actions aimed at enhancing our involvement in raising efficiency of Russia’s economy and 
of the economies of our respected neighbors in the Far East. 
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The project will be financed by domestic private and public capital. However, we 
hope that Japan and Chinese private sector will contribute to this project. 

Our colleagues from ERINA have taken much effort for preliminary consideration 
of issues related to development of Zarubino port, and time has come to focus our 
activities on their practical implementation. 

The Russian leadership is ready to grant a privileged transit status for China’s 
foreign trade cargoes. This is particularly important from viewpoint of Russia’s expected 
entry to WTO. 

I will speak below on the project to connect the Trans-Korean and Trans-Siberian 
railroads in more detail, and at this point I would like to note that the use of this new 
transport route will become a factor to disadvantage of Russian Federation seaports in 
terms of international cargo volume. Of course, Russian specialists are aware that higher 
quality of services provided by our ports could soften the Trans-Korean – Trans-Siberian 
project’s adverse aspects and give a new positive impulse to their work. I mean, in the first 
place, Vostochny Port which could become a “regional” port among Russian Federation 
seaports with least costs required. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

With benign support by concerned parties, Vostochny port could become a basis 
for a transshipment centre. This project will give rise to a new transport hub in North-East 
Asia, cut transport costs for the produce generated in nearby areas and, eventually, reduce 
prime costs and give an impetus to development of the region’s national economies. The 
transport sector’s attractiveness to investors is proven by a latest trend, when most Russian 
Federation ports have received new owners during a few last years. 
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Another problem that the Russian government intends to solve in the near future is 
new construction for merchant fleets. 

As of the beginning of 2002, Russia’s maritime industry counted 1,041 ships 
having a total of 11.6 million dwt, of which tonnage 57.3 per cent was operated under 
foreign flags (for reference, 18.4 per cent in 1992). 

During 2002-2010, the maritime industry is to receive 249 transport ships and 69 
support vessels (on average, 35 ships per annum) valued at a total of 207.7 billion rubles in 
2001 prices or 6.85 billion USD (on average, about US$ 760 million per annum). 

The last project on which I would like to dwell in some more detail is the Trans-
Korean railroad.  
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At the above mentioned working meeting in Vladivostok presided by President 
Putin, it was unequivocally stated that Russia will take part in the rehabilitation of the 
main line in Democratic People’s Republic of Korea and its extension in eastward 
direction and connection with the Trans-Siberian railroad through Primorsky Krai. 
Preliminary discussions of the project with concerned parties are already under way. 
According to media, the greater portion of the meeting between President Putin and 
Democratic People’s Republic of Korea leader Kim Jong Il, held in Vladivostok in late 
August of this year, was devoted to this issue. 

In conclusion, I would like to say that, despite present-day hardships, the Russian 
Far East’s transport system with its historically objective preconditions and technical 
parameters, from the outset oriented at handling high volumes of traffic, has vast 
possibilities for sustained performance, further growth of turnover and efficiency to the 
benefit of Russia and Asia Pacific nations. 

 






