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About political and economic problems and prospects
for activation of transport-logistic routes between the
Russian Far East and the Republic of Korea

Before analyzing transport—logistic routes between the Russian Far East and the
Republic of Korea, in particular, the Trans—Korean Railway and the infrastructure of
seaports, we should note: at present, a global systemic economic crisis is expanding and

gaining pace in the world.

In many countries, production and the volume of foreign trade are falling, global logistics
chains are being broken; systems of financial payments are being adjusted and changed.
This makes influence on delivery of goods and vital raw materials, the stability of

currencies, leads to a shortage and a general price increase.

Under the pretext of COVID—19 pandemic and military—political factors, some countries
that were previously considered as the mainstay of the world economy are taking drastic
and, as it seems, badly conceived steps to redo in their favor the world energy, industrial
and agricultural production markets. All this happens without taking into account the
aspirations of traditional partners who sacrifice their national interests and suffer significant

damage.

In general, according to experts, the world is highly likely to expect the following

consequences in the near future:

Energy “failure” in the states that have limited the supply of Russian energy resources,

price increase for fossil fuels;
- Global food crisis with the prospects of famine in some states;

- Monetary and financial crisis connected with the undermining of  stability of a



number of national currencies, inflation and the destruction of private property's

legal protection system;

- Activation of maximalist ideological views and terrorist tendencies. One of the

reasons 1s the poverty increase and even beggary in Asia and Africa;

- Complication of the epidemiological situation due to the monopolization of medical
production by "rich" countries. In this regard, there is already a shortage of medical
equipment, medicines and vaccines 1n the countries that provided themselves

through 1mports.

Moreover, the crisis we are talking about began not at the beginning of 2022, but several
years ago, even before the so—called COVID—19 pandemic, and recent events have only

accelerated this process.

We will not talk in detail about who needs and benefits from such a global restructuring
of the geopolitical world order and economic mechanisms. Let's just say that what we see,
in particular, in the transport and logistics sector, reflects the general crisis trends and

does not inspire optimism.

In general, it can be noted that world trade is maintained mainly on sea routes (80% of
all cargo transportation in the world). Moreover, container ships accomplish almost one
third of sea exports and imports. Sea routes benefit in shipping costs due to lower margins

and fuel savings by large—capacity vessels.

The situation in Russia is somewhat different. The main parts of its exports are raw
materials and dry cargo, the transportation of which is carried out by vessels of different
type and class. As for container ships - they are less than one percent of the global

container fleet.

If Russia starts the construction of its own container fleet, it will entail the need to
invest significant funds necessary for the ports' rapid modernization, creation of large
container sites, logistics centers, personnel training and conversion of production to the

needs of maritime trade.

Meanwhile, now in the Far East, as well as in Europe, under the pressure of

circumstances the largest container operators have suspended work in the Russian direction.

Some countries seek not only to reduce the volume of Russian imports, and thereby



create a shortage in the consumer market and conditions for socio—political tension. Their
restrictive measures are aimed also at Russian exports, and for this, they believe, it is
necessary to prohibit all vessels built in Russia (regardless of the actual flag) from

entering foreign ports.

Of course, new intermediaries and work schemes will mevitably be found, although this
will take time. It is necessary to re—adjust routes, optimize port and transport tariffs, and

modernize port equipment in some places.

In fact, such work 1s already under way within the framework of federal Russian projects
for seaports’ modernization. Thus, in 2022, the capacities of the seaports in the Russian
Federation are planned to be increased by another 68.49 million tons. However, the main
focus here is on raw materials and bulk cargo. To our mind, in addition we should also pay
attention to maintenance and adjustment of the cargo base, the passage of mutual payments

with foreign partners, renovation of port equipment important for container operations.

As it has been mentioned above, the situation in transport logistics and in some other
sectors of the world economy began to be collapsed not in the winter of 2022. Many
people remember that back in 2021 there were serious failures in the system of global
container marine and land transportation. Based on the results of their experiences on
marine and land transportation, Russia concluded that it was necessary, without delay, to

increase the capacity of the railway transport infrastructure.

In the spring of 2022, the situation only continued to deteriorate more and more rapidly.
There appeared suggestions that part of the container volume intended previously for
European ports could be sent to the ports of Vladivostok and Vostochny. Their share in
all—Russia container transportation reaches 30%. However, it is too early to talk about the
full feasibility of the plan to transport all container volume through Vladivostok and
Vostochny because they can take on only one fifth of the released cargo flow. The need
for sufficient port facilities and the final cost of the goods after its delivery to the

consumer are also significant here.

Based on the above, we have to speak very carefully about the revival and development

of infrastructure projects in Northeast Asia in the near future.

Below we will tell a little more about reasons for this but for now we will note that

both Russia and Korea have their own interest for development of such mutual projects.



For the Russian Federation, trade and economic ties with South Korea are important in
the process of creating comfortable socio—economic living conditions in its Far Eastern
regions remote from the federal center. It is necessary to attract the population from the
Russian West to these regions, and thereby strengthen the unified national economic

complex and the country's integrity in general.

As it 1s known the Korean Peninsula is adjacent to the Russian territory, and this implies
a minimum amount of potential transportation costs, and, therefore, a lower cost of the

necessary material resources and facilities built with their use.

The Republic of Korea due to the Trans—Korean Railway (TKR) through the DPRK and

further, across Russia to Europe, could obtain;

(D An additional and independent (from the influence of competitors and negative factors)
logistics route for access to European markets. Most importantly, this transcontinental land
or sea road (along the Russian Northern Sea Route) from the Asia—Pacific to Europe is
shorter and safer. It should become even cheaper after transportation prices are reduced,
reload operations are automated, etc. But all interested partners need to work together on

this issue, without introducing political components.

As for the air transportation, the carrying capacity of aircraft is limited. In addition,
some foreign aircrafts now have to cross Eurasia bypassing Russia, and this lengthens the

road and increases the cost of transportation.

Even a bypass road to Europe via China is hardly a proper alternative for Korea. Let’s
describe it with an example. Recently there were published the news that Chinese
authorities had put into operation the route for cargo container trains from Xi'an city
(Shaanxi Province) to Germany. Its full length is 11.3 thousand km, through Kazakhstan,
then across the Caspian Sea to Azerbaijan, Georgia, across the Black Sea to Romania,
Slovakia, Hungary, Czechia (the Czech Republic). In other words, it doesn't seem necessary

even to pass through Russian territory. Also it is clear that everyone can use this way.

However, firstly, it is not yet clear how much time it will actually take to overcome the
sea sections of the route. Even if there are heavy—duty ferries, it will be necessary to

n

spend time for placing rolling stock on them and '"unloading” at the destination port.
Secondly, at least at this moment the Black Sea section of this route is unsafe. Thirdly,

during the test run it was possible to transport containers with a total weight of only 316



tons (that is, a small number). And it is unclear, how soon, taking into account the small
volume of transported cargo, the freighters will be able to offer consignors attractive

logistics tariffs.

@ Orders and a stable sales market for their finished products, components and
consumer goods sent to the zones of implementation of industrial and infrastructure

projects in the Far East;

@ Opportunities for some influence on political processes in the neighboring areas of the

Peninsula;

Here we mean the following: of course, on the Korean Peninsula, the South and the
North are territories critically important for each other from all points (geographically,
geopolitically, ethnically) of national security. Therefore, no matter how the Republic of
Korea and the DPRK treat each other, they will always strive to attract an opponent into
the sphere of their own political influence in order to exclude threats from this opponent.
So it 1s accepted all over the world. On this occasion Chinese scholar Sun—tzu has long

said: “Keep your friends close to you and your opponents even closer’.

Sometimes there is no other way to solve this problem, except for power solutions. But
from time to time it happens that it is possible to limit the opponent's fearsome actions
through negotiations and economic rapprochement with him. With regard to the Korean
Peninsula, of course, the Koreans themselves will choose the proper way. Let's just say
that North Korea has never claimed either global or even regional political roles. At the
same time, economic cooperation is extremely necessary for Pyongyang to maintain its

state and ruling system.

The western side can not be able to have a positive impact on regional detente
processions. (this is because they do not recognize a state system based on unconditional
use of force, such as North Korea, Vietnam, Iraq, Afghanistan and etc.) Meanwhile, the
Russian Federation maintains ties with the DPRK. If the same as before positive
atmosphere in mutual relations continues, then Russia will be quite capable and willing to
provide honest, reliable, unbiased assistance for solving various inter—Korean problems. In
other words, there are no any reasons at this stage for freezing Russia—Korea relations.
This current situation related to sanctions will come to the end, and we think, real life will
force Russia and Korea to return to plans and schemes for expanding mutual trade in the

Far Eastern region. Considering that the possibility of these plans' implementation began to



be studied long before the well-known pandemic and sanctions restrictions. But this

requires distinct political will of all interested parties.

Now let’s consider in detail the likely directions of transport—logistics routes between

the Russian Far East and the Korean Peninsula.

— Variant 1. The subject of the Trans—Korean Railway is well known and is being
discussed about 20 years already or maybe more. Russia is ready to contribute to the
project, but the opportunity of its implementation depends, first of all, on inter—Korean
relations. However, it is still too early to predict how they will develop under President
Yoon Seok—yeol. The difference in the approach of the South and the North to the next

round of interstate rapprochement is too great.

Political understanding between them is necessary to obtain complete information on
ways to solve the economic problems hindering the implementation of the project. This
includes unsatisfactory condition of the North Korean railways, which need to be
modernized and electrified, the loading of rolling stock, both in the forward and reverse

direction, automation of transshipment processes at the border, etc.

If the solutions to these problems are not found, we will discuss for a long time the

Trans—Korean Railway only in future tense,

— Variant 2. Let's suppose that Korean container cargo will be transported directly
through the ports of the Russian Primorye region. There they will have to be reloaded into

railway trains and sent to the west. What needs to be done here?

@D To provide a sufficient volume of transportation to maintain the cost per unit of
goods at least at the level of self—repayment. The goods will go if there i1s a need for

them among consumers, and the benefits from the sale will outweigh the costs;

@ To provide the required number of containers for carriers and sufficient capacity

for containers' processing at the ports of consignment and reception;

@ To automate the processes of unloading ships, storing goods within the port or the
territory of advanced development in order to reduce as much as possible the delivery

time;

@ To eliminate the "traffic jams" on Russian railways, achieve their maximum

possible throughput at all stages of cargo passage. To do this, it is necessary to



modernize at least key railroad sections, which implies financial costs. Will the state be
ready for this in the near future? As for the Russian businessmen, they are, in principle,
ready to invest in the modernization of the Russian railway network in the Far East, but
subject to the availability of a real cargo base. Until we unlock this “vicious circle™: cargo

base—investments there will be no advance forward to future.

— Variant 3. 1f it happens that we will not see the Trans—Korean Railway for the
reasons mentioned above in the near future, then, cargo from the Asia—Pacific (after
conclusion of inter—Korean agreements) may be transported to the North Korean port
Nason (Najin). There they may be reloaded to Russian railcars (from Nason to Khasan
there has been constructed the railway track of Russian standard (1520 mm) and
transported through the Far East to Europe. As well, across the border they may be
exported to China for storing in South Korean logistic complexes or further transportation

to consumer through Northeast China and Russian territory.

We should recall that initially it was planned after the reconstruction of the Russian
complex in the port of Nason to launch through it freight traffic volumes up to 400
thousand 20—foot containers per year (4—5 million tons per year in terms of the total
number of cargoes). But then it was discovered that even such rather small container
volume is unreachable. Due to this, the complex had to be redirected to bulk cargo (mainly
coal). Test transportation in 2015—2016 of several coal batches to South Korea and Chins

revealed additional economic problems (speed of delivery; time; quality of cargo handling).

However, after that, the sanctions against the DPRK have been adopted, and the
opportunities for the growth of the cargo traffic through Nason (and hence investments)
were nullified. Then the COVID—19 pandemic appeared. North Korea has almost completely
locked itself from the outside world, and the so—called Khasan—Najin project has been put

on the pause. (it has been mothballed).

Russia has invested considerable amount of expenses in the project (300 million dollars
according to estimations of 2015), would like to reimburse costs and to gain profit,
therefore, it i1s interested in its revival. If other countries also wish to join, we would only

welcome it.



F PN a) China put into operation a railway bypassing Russia (22.04.20.), URL: https://www.km.ru/
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b) A number of Asian companies refuse to work with Vladivostok in the situation od
sanctions (22.04.05.), URL: https:// www.newsvl.ru/economics/2022/04/04/208026/

c) Development of the Russian seaports is being adjusted to new situation (22.03.29.), URL:
http://morvesti.ru/news/1679/94779
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21 7|t Mz&E 01-ZAura 45000 -2AFHRA| 20.97 6.99
02-S MRS 40000 - MEHEHEEZTA| 12.19 1.74
i 03-SE=ourm 18000 - S 12EF 11.81 14.76
05-Qafoitmn 75000 - HZHIAT S 5.14 2.43
50000 - LHAHZAZZ 13.57 0.18
- =l Flad
45000 ~ZATHEA| 54.11 73.05
E=Jolle: [STinl
o 01-SYoida 46000 - ZAIHIF 10.75 15.76
06-AlH 20T es 69000 - SAIF 9.54 1.1
07-2 =01t 05000 - &= 26.44 409.37
smsaeas SEs 01-=Qtoqetm 46000 - EAFHIE 17.16 37.4
29 D = 11 02-2MALTT 40000 - MEHEZE23A| 12.94 22.93
== 07-2 =01t 05000 - o= 25.45 223.03
02-2 M e 40000 - MEHHZEZFA| 30.78 16.86
. 03- e oqufmT 03000 - F2tALCIZAT HAUF 10.71 17.05
05-220lupL 65000 - AHZEEAIF 0.36 0.32
07-2 =3 05000 - ¢alix 5.25 520
02-2 e 40000 - MEHHZEZFA| 110.58 575.2
05000 - Q5= 3335.3 2513.42
_ _ 10 . 08000 - 3HEIEAT HHZZE 15691.03 1060.68
’ 558 ﬁflﬁ,ﬂ;-llna 07-=sAga+ 30000 - ZALEF} Hu= 2263.83 1291.52
NEE U HIS 64000 - AF3t2IE 1516.63 1100.16
» 02— A AL 40000 - MEHEZE2TA| 327.54 1665.78
07-2 =08t 05000 - &&= 662.35 402.25




08000 - dlHIEAT HAF 542 .45 361.63
30000 - ZIXIEF} HAU= 195.51 147
44000 - OppetsE 35.37 35.37
64000 - Apat2lx= 3155.8 1757.78
01-sYH 2 45000 —ZATHIA| 8.48 17.66
02-2MAHY 2 40000 - MEHHZEZIA| 208.99 1070.12
19 05000 - HAHshx 8780.29 6171.9
07-2E otz 08000 - ofHIEAT HAZF 840.22 560.15
e es 30000 - ZIXIEF} HAU= 460.23 349.9
64000 - Apsfaizx 1772.57 1139.4
1 01-ZYAY T 45000 ~ZATHIA| 8.95 0.3
AZ 8 E = M1 07-IsAHY A 05000 - MAdH=E 0.13 0.2
M=, A3|, AHE . 02-E Mgtz 86000 - 7t&2|oF=sl= 8.5 20.1
06-Alt|2|oFA L= 25000 - O|2FxFF 17.03 72
10 06-A|H|2|0FHE 2T 04000 - F2tALOf2ATFHZI= 7517.4 5595.58
oM a7, XY 07-2 oty 44000 - Op7pets 2926.43 1908.34
S ’ 9 06-Alt|2|of AL 21 04000 - F2tALOFZAFHZE 7828.62 5676.08
07-2soigtay 44000 - Op7pets 2498.74 1530.65
opoiutm 45000 -2ATHEA| 336268.76 623584.44
01-ZYoiupT 70000 - 2= 601.28 9351.15
02-EAMGHYESF 27000 - #e|HI2tESF 9.59 113.17
03-Lrsoiurza 03000 - F2tALLCI2ZAT HUZ 33283 55666.67
s 60000 - RAED= 252.37 399.05
eoloiurm 22000 - YR LEn2CEx 1722.71 2132.51
Oy oz, M9 B 04-S/IASET 57000 - HEWZF 1773.72 1646.58
07 %EHIE%,LQ%’QW%’E, 10 05— u a1 71140 - OfZUIH= XAI7 4341.47 7780.41
Bl 2??8(())80_ Oﬁ?izzﬂj 156369722588 131615848585205
_ Hi T . :
06-AlH|=|oFAgaT 50000 - LHAHZATZ 12021.85 137599.76
95000 - BHtAZSI= 3004.94 20554.7
05000 - SI5H= 754.33 1408
07-2E otz 08000 - ofHIEAT HAZFE 6944.6 54409.45
10000 - otR2Z 323.42 5390.4
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30000 - ZIXIEFt HUZ 2383.86 3711.86
64000 - Atz 767132.73 1549832.78
81000 - HEE|0F535t= 5594.66 37793.7
98000 - AtotZst= 27701.34 366149.95
45000 —-ZAIHA| 213718.1 369990.55
27000 - #ZeldIZteEs 75.05 719.26
40000 - MEHHEEZ23A| 9076.96 13425.95
03000 - FALLIEAT HAX 607.5 1250
18000 - E12tEF 60873.35 82020
57000 - HEHZU= 399.14 392.35
71140 - OfY=Y U= KpX|F+ 24703.05 73870
25000 - O|I23=3= 1911 36482.35
32000 - AHZEF 106932.48 868817.07
50000 - HAH|ZATZE 9076.72 70695.27
95000 - oltAZEsH= 1971.05 30304.4
05000 - Sz 450.17 741.68
08000 - oHHIEAT WHLF 3875.29 23899.2
64000 - Aptals 0.01 0.06
81000 - HZtE|0FE5= 11265.89 65860.45
98000 - AlstEst= 12757.68 157921.95
45000 —-ZAIHA| 248257.84 421294.08
70000 - E2t= 763.54 9311.5
27000 - #eldIsteEx 32.5 289.1
40000 - MEHHZEZ23A| 469.5 750
41000 - HHO2t=F 274.65 2084.67
03000 - FZtALCIZAT HZEX 821.5 1550
18000 - E1T2tEF 58807.52 82540.8
60000 - EAED= 735.57 1015.36
22000 - U=YLEIZ2ES 1224.25 1230.4
57000 - HEHZ= 1791.13 2031.48
80000 - HIA|ZEEAEIZS 105208.37 179560.18
71140 - OFYZY|H= XpX|F 43739.16 70060
25000 - O|IZF=3%F 6600.25 59431.4




32000 - AH=E=+ 154519.01 1349686.51
50000 - =HAH|IZATZE 10148.64 101766.94

93000 - FHtE3= 788.51 8804.41

95000 - S7tAZE= 3710.93 27853.25

05000 - ol 1112.19 6414.54

08000 - oHHIEAZ HZAUF 14926.56 93958.5

07-a5 ot 30000 - YRIET HYF 9.65 11.62
eses 64000 - ARetElE 1000054.33 1761184.3
81000 - 2ZtE[O[S2t= 1323.25 20646.4

98000 — Alols3t= 20706.16 71204.65

* 2 EAEU ZE 21~27
2K MR, ZHHATEE Sy IXHEA7A

(umjikim@kmi.re.kr/051-797-4776)

a) http://stat.customs.gov.ru/analysis(2022.5.19. ZAt)



