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cmapuiuii Hayunotil compyonuk Llenmpa uccneoosanuii IHOC u ATP
Xabapoeckozo zocyoapcmeennozo ynugepcumema IKOHOMUKU U RPABA

THE NORTHERN SEA ROUTE AS A CATALYST FOR INTEGRATION IN NORTH
EAST ASIA

Humezepayuonnvii npoyecc 6 Cesepo-Bocmounoii Asuu (CBA) npoosucaemcs meodnenHo, ¢ Oonvuum
Konuyecmgeom mpyonocmei. B cmamve paccmampusaemcsi compyonuuecmso cmpan CBA 6 Apxmuke (8
yacmuocmu, no Ce8epHOMY MOPCKOMY RYMUu) KAK OOUH U3 NOMEHYUANbHbIX UHCHPYMEHMO8 aKmMususayuu
mopeoguix ceazeti ¢ Poccueii u Egponetickum corozom. Poccus, 6 c6oto ouepeds, Modcem uUcCnonwp308ams e2o 0
paseumus [Janenezo Bocmoka u Apkmuku. Kpome mozo, makozo pooa compyorHuuecmeao no36osem cmpaHam
CBA cghopmynuposams nexomopuie nonoicerust 0 Oyoyuweco UHmMeepayuoHHO20 COIAUEHUSI.

Knioueswie cnosa: unmezpayus, mopeosns, Cegepo-Bocmounasn Azus, Apkmuxa, Cegephbviti MOPCKOU HYMb,
Eeponeticxuti coros.

Integration process in North East Asia is moved slowly with lots of difficulties. The article considers NEA
countries cooperation in the Arctic (Northern sea route particularly) as one of potential tools to boost their
trade links with Russia and European Union correspondingly. In its turn Russia can use it to develop its Far
Eastern and Arctic regions. In addition this kind of cooperation lets NEA countries to formulate some provisions

for future integration accord.

Keywords: integration, trade, North East Asia, Arctic, Northern sea route, European Union.

North East Asia (NEA) is a sub-region
which consists of Russia, China, Japan,
Mongolia, Northern and Southern Korea. In
recent years the NEA countries have been
trying to accelerate economic integration in
the region, especially in the trade and
transport sectors. The most active integration
ideas were promoted by Russia, China, Japan
and Republic of Korea (ROK). However, up
to now countries have not achieved signifi-
cant results in this area.

The main reasons for this situation in-
clude differentiation of countries in econom-
ic development, the similarity of production
and export structure in the NEA countries,
intensifying competition between them; dif-
ferent interests of the dominant countries in
the region (China, Japan, Russia); significant
differences in tariff and non-tariff trade regu-

lations.

Despite the high importance of trade with
the NEA countries (see figure 1), only one
free trade agreement was concluded between
these countries [6]: China and ROK (in
2015). Two documents are in the stage of
consideration and negotiation now: Japan
and ROK (since 2008), ROK and Russia
(since 2007). In addition, China, Japan and
Southern Korea have been negotiating a tri-
lateral economic agreement since 2013. A
number of experts believe that the basis for
the new document will be a free trade
agreement between ROK and China [1].

China is the main trade partner in North
East Asia for studied countries (see table 1).
In turn, Russia's share in gross export and
import of the NEA countries is still minor
(see table 2).
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Figure 1 — The share of the NEA countries in the gross export and import of Russia, China,
Japan and Southern Korea in 2016 [4, 5]

Table 1 — Chinese share in the gross export and import of Russia, Japan and ROK in 2016 [4, 5]

Country Chinese share in the gross export, % Chinese share in the gross import, %
Russia 9,8 20,5
Japan 17,6 21,3
ROK 25,1 23,1

Table 2 — Russian share in the gross export and import of China, Japan and ROK in 2016 [4, 5]

Country Russian share in the gross export, % Russian share in the gross import, %
China 1,8 1,8
Japan 0,8 1,5
ROK 1 2,5

However, Russia is of the greatest inter-
est for the NEA countries as a transport hub
linking with the European Union (EU)
States. In 2016 the EU is among the top three
trading partners for China (16.2% in gross
export), Japan (11.4%) and the Republic of
Korea (9.5%) [4, 5]. In 2011, ROK and the
EU signed a free trade agreement. Negotia-
tions are underway to conclude agreements
with Japan (since 2013) and China (since
2014) [6]. Taking this into account, as well
as Russia's close ties with the European Un-
ion, which is its main trade partner (45.8% in
gross export in 2016), the use of Russian
transport infrastructure can significantly re-
duce the delivery cost of the NEA countries
products, increase its competitiveness in Eu-
ropean markets, and, consequently, increase
their trade turnover with the EU.

In this regard, the use of the Northern sea
route (NSR) as the shortest and cheapest
route for the delivery of goods to the Euro-
pean markets is of considerable interest for
the NEA countries. At the same time, it is
expedient for them to use the Far Eastern sea
ports (both technically and economically) as
a foothold for the delivery of goods through
the NSR. First, they are located close to the
studied countries. Secondly, the Russian
government is interested in the development
of the Far East, that’s why provides preferen-
tial conditions for foreign investors.

In particular, the free port of Vladivostok
regime which covers almost all seaports of
the Primorskiy region has been operating in
Russia since 2015. The free port of Vladi-
vostok has a special legal regime for entre-
preneurial and investment activities, accord-
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ing to which its residents receive a number
of preferences: tax benefits (exemption or
reduction of taxes on profit, property and
land), simplification of customs and visa
procedures, maximum reduction of adminis-
trative barriers, etc [2]. At the same time it is
planned to expand the regime to the sea ports
of the Kamchatka, Khabarovsk, Sakhalin and
Chukotka territories. These ports can be used
by the NEA countries as transshipment bases
for the delivery of products to the EU coun-
tries via the Northern sea route, which will
significantly reduce transportation costs.

Along with this the Russian government
has created so called territories of advanced
socio-economic development - special eco-
nomic zones close to some Far Eastern sea-
ports, whose residents (including foreign in-
vestors) are provided with preferential tax
and customs conditions, as well as a simpli-
fied administrative regime (the possibility of
attracting foreign qualified personnel, reduc-
ing state control, etc.) [3]. The most popular
areas for foreign investment at the present
time are agriculture, production of construc-
tion materials and equipment.

After the conclusion of some potential
integration agreement the NEA countries can
receive additional preferences: removing tar-
iff and regulatory barriers, the simplification
of the investment regime, unification of trade
rules, etc. In this case there are three options
for deepening integration processes: the con-
clusion of a General agreement between the
NEA countries, bilateral agreements with
Russia, free trade agreements between the
NEA countries and the Eurasian Economic
Union (EAEU). Under the current circum-
stances, the third option is the most realistic.
In 2016 China began negotiations with the
EAEU, in 2017 Southern Korea did the
same. Japan has also repeatedly expressed its
interest in the functioning of the EAEU.
Within the framework of potential agree-
ments, it would also be useful to consider
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provisions on cooperation in the Arctic re-
gion. The NEA countries are showing in-
creased interest in the Arctic. China, Japan
and ROK are observers in the Arctic Coun-
cil, indicating an understanding of the re-
gion’s importance for economic develop-
ment and a willingness to cooperate with the
Arctic States. In particular, in 2014 China
signed a free trade agreement with Iceland,
since 2009 it has been negotiating with Nor-
way, since 2016 — with Canada. In 2012
ROK concluded a free trade agreement with
the United States, in 2015 — with Canada,
with which Japan has been negotiating a
similar agreement since 2012 [6]. In turn,
the deepening of integration processes with
Russia will allow the NEA countries to more
fully take advantage of the Arctic region and
the Northern sea route, as well as intensify
trade with European countries.
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