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I. 11''TRODUCTION 

Constituting the boundary between the People's Republic of China and the Democratic People's 
Republic of Korea (DPRK) in its upper section and between DPRK and the Russian Federation in its 
lower section flowing into the Sea of Japan the Tumen River assumes a central location in Northeast 
Asia. Acknowledging both the strategic character and considerable potential of the Tumen River Basin 
for intenldtional economic cooperation and resulting from a number of conferences and preliminary 
analyses the three riparian countries as well as Mongolia. the Republic of Korea and (as an observer) 
Japan reached agreement about officially launching the UNDP-sponsored Tumen River Area 
Development Programme cTRADP) in 1991. While the ultimate vision behind the project is to create 
an international shipping. trading and manufacturing zone in Northeast Asia (·Rotterdam of the 
EAST·). the first phase of TRADP has been primarily targeted at the joint elaboration of an 
integrated strategy for economic cooperation in one of Asia ·s - until a few years ago - most remote 
regions. The initial focus of activities has been on a series of studies related to bask conceptual. 
infrastructural. and legal/institutional management issues. primarily of an inventory or exploratory 
nature. 

A!so in this context. UNDP has approached UNIDO under the TSS-1 facility to prepare a profile 
of the industrial sector in the Tumen River Economic Development Area (TREDA). defined to 
encompass Yanbian Korean Autonomous Prefecture in China (with Yanji. Longjin. Tumen and 
Hunchun as major cities). the Rajin-Sonbong area in DPRK's Northern Hamgyong Province (with 
the cities of Chongjin. Hoeryong. Namyong. On11ong. Saebbyol. Undok. Rajin. Sonbong and 
Ungsang). and the southern pan of Primorskiy Territory in the Russian Federation's Far East (with 
the settlements/cities of Khazan. Kraskino. Posyet. Zarubino. Slavyanka. Vladivostok. Nakhodka and 
Vostochny). 1 Emphasis was to be placed on a stocktaking of the present state of industry. the 
identification and assessment of present industrial development plans. ali analysis of key constraints 
and options for future industrial progress in the region. The present report responds to this request 
as follows: 

Chapter I provides the available empirical evidence on the industrial sector's size. important 
structural characteristics and recent economic performance for the three countrie!;· TREDA portions. 

Chapter II surveys major elements of industry-related strategies and policies to be identified within 
TREDA. The focus is put on the responsible authorities' overall orientation and continues with an in­
depth account of recent key policy measures penaining to the extension of the relevant supporting 
infrastructure. the establishment of special economic zones and industrial sites and the critical field 
of foreign investment promotion. 

Chapter III presents and assesses major achievements of recent policies. present constrnints of and 
basic options of future industrial development in TREDA. 

Finally. chapter IV in an attempt to synthesize the main issues which surfaced in the preceding 
chapters. elaborates on a number of action needs for consideration by both policymakers in the 
riparian co•mtries and the TRADP management for the programme's subsequent stages if the aimed-at 
industrial upturn is to be speeded up. 

The report is mainly ba.11ed on intensive discussions held ~:th government officials a~ various 
levels, academics and managers of ~elected iridustrial enterprises as well as personal observations on 
site visits during the UNIDO 1eam's missio11 to the region in August 1993. 

See ;1nne~ 8.1. p. 7R, for a map of TREOA. 
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II. PROFILE OF 11\'DUSTRY IN TREDA 

I. People's Republic of China 

Constituting ihe Chinese poni(ln of TREDA. Yanbian Korean Autonomous Prefecture extends 
over the southeastern pan of Jilin Province which has developed a relatively largl! and diversified 
industrial sector comprising the extraction of natural resources including mining and lumbering. the 
processing of agricultural goods. the manufacture of industrial products. the repair of capital goods 
as well as the generation and supply of utilities (electricity. water. gas). In 1991. industry together 
with construction accounted for some 56 per cent of the Province· s national income~. well ahead of 
agriculture with a share of 34 per cent. In terms of gross output value some 64 per cent of the total 
originated in industry alone thereby surpassing the corresponding figure for agriculture almost 3.5 
tirnes. 3 This bac;ic pattern is equally valid for Yanbian Prefecture with the noticeable exception of 
a relatively larger commercial sector reducing agriculture to 14 per cent and 22 per cent of the gross 
output value of society and the national income. respectively tcf. Table I). 

Tabk I. Basic economic structutt or Jilin Pro,,ina and Yanbian Konan AutOllOllllftK Prdtttun. 1991 

a) Gross output value or society 

Sec1or Jilin Pro\"ince Yanbian Prcfcc1ure 

Rmb million I 'Tc share of 1oial Rmb million I '1c share of total 

Ttllill 95.749:? 100 9.1404 100 

Al!ricullure 18.838.3 19.7 l.:?63 8 13.8 

Industry 61.437 9 64.:? 5.798.9 63.4 

Cons1ruc1ion 7.326.0 7.6 802.l 8.8 

T ransporu111m :?.897 2 3.0 366.5 40 

Commerce 5.349.6 5.5 909.2 10 0 

b) National inc::ime 

Sector Jilin Province Yanh1an Prcfee1ure 

Rmll million I 3 \hare of 1111al Rmb millmn I 'Tc share of toial 

T111al 35.736.4 100 3.6727 100 

Agncullure 12.173.4 34.1 815.9 22.2 

lndumy 17.80:?.l 49.8 1.859.S 50.6 

Cons1ruc1ion 2.186.7 6.1 234.1 6.4 

Transponarion 1.459 0 4.1 194.8 5.3 

Commerce 2.llS.:.! 5.9 568.5 15.5 

The na•ional income is defined as 1he sum of ne1 ou1pu1 values of 1he economy· s five malerial prnducuon seclors 
(a1mcullure. indumy. cm1s1ruc1ion. 1ranspona1ion. commerce>. while the value added m 1hr "non-material prnducur:i 
secwrs • 1s ucludtiJ. 

Gm~~ ou1p:.i• vJlurs .ue de fined as ~um< of (lu111u1 \l;,i·1~s (hsl price • q:Jan1i1y produced) of r:ich tnrerpme in any ~iven 
non·marerial produ,uon ~e"or. The value of inrermed1a1e producl\ 1s rhu\ doullle counre1l. 



3 

Provincial statistics record a tOlal number of some 174 thousand industrial enterprises in operation 
in 1991. the vast majoricy of which (88 per cent) were labelled as privately-owned businesses (Table 
2). less than two per cent are accounted for by state-owned. the remaining 10.5 per cent by 
collective-owned enterprises. Over time, private businesses have increased their numbers at above 
average rates showing an average annual growth of 7 .1 per cent in the period 1985-91. while a clear 
downward trend of an average 4. 7 per cent decline is to be observed in the number of collective­
owned enterprises in the same period. 

Type of en1erprises 

TOQI 

Stale-owned enterprises 

Collective-owned 
en1erprises 

Priva1e-owned 
en1erpri54:S 

Other 

Table 2. Nlllllber or iDdmtrial mlaprisa iD Jilio PnmDce 
by type or ownmbip. 1915 - 1991 

1985 1990 1991 

Number ~of Number °'of Number "' of 
IOQI IOQI IOQI 

135.159 100 178.592 100 173.994 100 

2.552 1.9 2.878 1.6 2.893 1.7 

25.639 19.0 20.940 11.7 18.355 10.5 

106.961 79.I 154.756 86.7 !52.719 87.8 

7 0.0 18 0.0 27 0.0 

Soun:e: S1a1is1ical Yearbook of Jilin Province 1992, p. 318. 

Growth rate per 
annum in perceru 

1990-91 1985-91 

-2.6 4.8 

5.2 2.2 

-12.3 4.7 

-1.3 7.1 

SO.O 47.6 

However, in tenns of gross industrial omput which in current prices showed a marked rise of 23 
per cent on average between 1985 and 1991. state-owned enterprises maintain their dominant role as 
industrial producers accounting for seven tenths of the total. Collective-owned enterprises contribute 
little over one fifth. private enterprises another six percent of the total (Table 3). The latter's rising 
share in the 1985-1991 period largely coincides with a declining share of the state-owned enterprises. 

Heavy industry accounts for 62 per cent and thus the bulk of industrial production, leaving 38 per 
cent for the light industry sector; these proportions displayed only very little change over time. In 
tum. a look at industrial production by size of enterprises reveals an increasing share of large 
businesses from 33 per cent to 40 per cent in the 1985-1991 period which is paralleled by a decline 
in the small industries· contribution from 50 per cent to 44 per cent. 

Major industrial sub-sectors include transportation equipment, mainly the production of cars, 
trucks and railway carriages (equalling 15.9 per cent of gross industrial output in 1992), chemicals 
and pharmaceuticals (11.5 per cent), food including beverage and tobacco processing (9.0 per cent), 
machine building (4.9 per cent), building materials (4.6 per cent) as well as logging, transport and 
processing of timber (3.1 per cent).4 

In tenns of the regional distribution of industry, the provincial capital Changchun and Jilin area 
together have emerged as major industrial centres in which some 43 per cent of all industrial 
enterprises are locatui a1·counting for a total SS per cent of gross industrial output (Table 4).5 

Industry in Yanbian Korean Autonomous Prefecture ranks third in the province holding shares of 

• For a detailed breakdown see annex table A· I, JI. 66. 

' lnclt1mial tnrerpriKs al 1own5hip level and above only. 



roughly 12 per cent and 10 per cent of the number of industrial enterprises and the provincial gross 
industrial output, respectively. 

Table 3. Gross industrial output ol Jilin Prov~ 1985-1991 
(Rmb 100 million, C1ll'ttllt prices) 

Tyre of enterprises 1985 1990 l~I 

Gross "of Gross 'l of Gross "or 
OUlpUt total output total OUlpUI total 

Total ZS6.8 100 552.4 100 614.4 100 

B! ~ of ownershil? 

State-OWllCd enterprises 191.4 74.5 388.7 70.4 439.4 71.5 

Collective-owned 58.4 22.8 12.u 22.5 133.5 21.7 
enterprises 

Private-owned enterprises 6.6 2.6 37.5 6.8 38.7 6.3 

Others O . .:? 0.0 1.7 0.3 2.6 0.4 

Total• 241.1 100 491.7 100 553.0 100 

B! !l'.~ of industrv 

Light industry 88. I 36.5 194.4 39.5 209.0 37.8 

Heavy industry 153.l 63.5 297.2 60.5 344.0 62.2 

B! size of indusl!l 

Large 78.5 32.6 187.7 3S.2 220.9 40.0 

Medium 43.l 17.9 86.4 17.6 91.2 16.5 

Small 119.5 49.5 217.6 44.2 240.8 43.5 

• Industrial enterprises at township level and above only. 

Source: Statistical Yearbook of Jilin Provmcc: 1992. pp. 318+328. 

Table 4. Recional distribution of industa in Jilin Province, 1991 • 

Location No. of Gross industrial Share of provincial 
enterprises output (current gross industrial 

prices. million output in 'Ii 
Rmb) 

Jilin Province total 13.817 55.298.5 JOO 
Changchun 3.065 15.529.4 28.1 

Jilin 2.890 15.126.6 27.4 

Si Ping 1,417 4,248.5 1.1 

Liao Yuan 790 2.478.6 4.5 

Tong Hua 1.607 4.540.8 8.2 

Hunjiang 745 2.521.S 4.6 

Bai Clic:ng 1,680 5.510.5 JO.I 

Yanbian i'rc:fc:cturc: 1.623 S.246.6 9.S 

• Industrial enterprises at town~hip level and above only. 

Source: Statistical Yearbook of Jilin Province: 1992. p. 330f. 

Growth rate per 
annum in percent 

1990-91 1985-91 

11.2 23.2 

13.1 21.6 

7.3 21.4 

3.2 80.9 

52.0 186.7 

12.5 21.6 

7.5 22.9 

15.7 20.8 

13.6 30.2 

5.6 18.6 

10.7 16.9 

Share of light 
industry in gross 

ou1pu1 

37.8 

36.1 

29.0 

S0.5 
44.7 

45. l 

26.2 

40.0 

SJ.6 



s 
While Yanbian thus appears to have played a rather limited role in the industrial development of 

1lin Province in the past. recent and ongoing policy initiatives aimed at creating a more business­
conducive environment in gener:tl and the opening up of Y anbian Prefecture to the outside world 
including under TRADP in particular are likely to increase Yanbian's industrial weight considerably. 

Available statistics for 1992 reveal the following major structural characteristics of industry in 
Yanbian Prefecture (Table 5): 

Table 5. Struc:tunl chancteristicsor industry iD \"anbiu Kornn Aut-Prefe.."tUr!!, 1992 • 

Item No. of Employmem Gross output Net ootput Exporu 
enterprises value (constant value (cunent (in million 

1990 prices in prices in million Rmb) 

million Rmb} Rmb) 

Total 1.614 359.235 5,739.7 1.753.2 199.0 

8!'. TI!!£ of Ownershil? 

Slate 414 246.687 4.565.2 1.397.9 137.2 

- central government 9 35.347 9n.1 294.7 0 

- local government 405 211,340 3,488.2 1,103.2 137.2 

Collective 1.180 109,929 1,171.8 332.l 32.3 

Foreign participation 20 2.619 102.7 23.3 29.5 

8}'. Suh-Sector 

Light industry 876 99,072 3,056.l 898.l 154.9 

Heavy industry 738 260.163 2.683.7 855.I 44.l 

8}'. Size of En1emrise 

Large 12 103.983 2.079.3 773.8 19.4 

Medium 66 94,230 1,527.4 397.4 37.2 

Small l,536 161,022 2.133.l 582.0 142.4 

• lndus1rial emerprises a1 township level ar.d ahove only. 

Source: Statistical Yearbook of Jilin Province, p. 319f. 

a total of 1.614 industrial enterprises. 73 per cent of which operating under collective and 26 per 
cent under (almost exclusively local government) state-ownership; foreign panicipation is recorded 
for one percent of the total number; 

a dominance of light over heavy industries in terms of enterprise numbers, gross and net 
industrial output values alike, with shares of 54 per cent. 53 per cent and 51 per cent, 
respectively; 

a preponderance of enterprises classified as small in terms of numbers (95 per cent) contrasting 
with a more balanced size distribution in terms of both gross and net output; 

the recor<led total industrial employment of some 360 thousand is largely provided by state-owned 
enterp:ises (69 per cent), the heavy industry sub-sector (72 per cent) and the section of small-scale 
enterprises (45 per cent); 
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with a total of Y 199 million Yanbian iooustrial CA.pons accounted for some 11 per cent of the 
Prefecture's net industrial output value. The majority of exports originates in local govemment­
owned enterprises (69 per cent). consists mainly of light industry sector goods (78 per cent) and 
is largely produced in small enterprises (72 per cent). 

The sectoral break-down of industrial production in Yanbian Prefecture clearly reflects a strong 
reliance "n the local natural resource base (Table 6). For instance. a third of the net industrial output 
value and 48 per cent of industrial employment is related 10 the considerable forest resources. ranging 
from the logging. transport and processing of timber to downstream activities in paper making and 
furniture manufacturing. The processing of local tobacco adds another 15.5 per cent to the net output 
and an abundance of plants with a high medical value such as ginseng forms the basis cf the 
traditional Yanbian medical and pharmaceuticals production contributing a further 6 percent. Building 
materials (6 per cent). machine building (5 per cent) and food including beverage production (8 per 
cent) are other major sub-sectors. Of the recorded exports. almost a thirl.I is made up of textiles. 
garments and chemical fibres. ahead of food products including grains (19 per cent). timber and 
related products (18 per cent) as well as metal products (8 per cent). 

With respect to differences in the contribution and structure of industry within Yanbian 
Prefecture. in 1991 more than a quarter of the total gross output accrued in the capital Yanji. almost 
twice as much as the following Longjin and Tumen areas and four times the Hunchun area share. all 
forming part of TREDA (Table 7). Gross agricultural output accounted for between 4.8 per cent 
(Yanji) and 38.4 per cent (Hunchun) of the respective gross industrial output. Light industries 
predominate with production shares at above Yanbian level except for Hunchun where coal. gold and 
copper mining and the production of non-agricultural raw materials have traditionally played a major 
role. However. the recent drive towards the attracrion of light manufacturing activities is likely to 
alter this pattern in their favour in the not too distant future. 

2. Democrat:c People's Republic of Korea 

The exclusively publicly-owned industrial sector of the DPRK portion of TREDA covering the 
most northern section of North Hamgyong Province is characterised by some 60 enterprises in the 
Rajin-Sonbong area and an undisclosed number of industrial entities in Chongjin. the major industrial 
centre in the nonh of the counlry. Given the near complere unavailability of general economic and 
specific induslrial data the overall position of industry in DPRK's TREDA is difficult to assess in 
detail. 

As is the case throughout the country. large-scale companies to be found mainly but not 
exclusively in the heavy industry sub-sector are centrally-run while small and medium-sized 
emerprises tend to be managed at local. i.e. provincial or town level. In terms of numbers. some 20 
per cent of all industrial enterprises in North Hamgyong are centrally-managed which with an 
estimated share of 80 per cent, however, provide the bulk of total industrial capacities/outpu<. 

Overall. North Hamgyong among all provinces is considered as the largest contributor to heavy 
industrial production in DPRK. Maje; heavy indu?;tries relate to mining, metallurgical and chemical 
production and include the Kimchaek Iron and Steel Complex (the largest in the country). the Songjin 
and Chongjin Steel Works, the Chongjin Mining Equipment and Machinery Complex, the Chongjin 
Machine Tools Factory, the Haeryong Mining Equipment Factory, the Kimchaek Tools as well as 
Rock Drill Factories. the Chongjin Chemical Fibre Plant. the Rajin Sungri Chemical Plant. the Gilzu 
Wood Pulp Factory. the Haeryong Paper-making Factory, the Go Musam cement plant, twenty coal 
mines and the country's largest iron ore mine at Musam. The Province's largest industrial exports in 
the past have been steel products. such as s'eel plates, iron bars and pellets. destined for Southeast 
Asia and Europe, porcelain ware (to the Russian Federation, Cuba, some southeast Asian countries) 
and iron ore concentrates (to China and Japan). 
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Tahir 6. Sectoral bttak-do- of indmtrial pn!dunioa in \"aabian Kornn Aul- Pnftttun, 1992 • 

Industry Branch So. of Employment Gross ouiput value Ncr ouipur v<1.l\:c Ex pons 
cnrcrpnscs (constant 1990 (current pnccs in (In million 

prices in ir..ilhon million Rmb> Rmbl 
Rmb> 

Total 1.614 359.235 5.739.7 1.75!.2 199.0 
Coal mining and dress~ :!5 33.447 130.6 ·l'.U 0 
Non-fcmllls rncQls muung 111 10_0!8 109.0 32.6 0 
and dressing 
Build~ rr.arcnals and o!hcr !:? 613 !0.6 J.O 0 
!Son-Metal Mmcrals Mirung 
and Dressing 
Logging and Transpon of IO 91.695 766.9 36:!.3 5.3 
Timber and Bamboo 
Pllrificanon and Supply of 12 1.145 9.0 1.5 0 
Tap Warcr 
Food Processing 144 8.1::?::? :!511.4 71.1 37.l 
Beverage Maiwfacwring 94 7.185 16:!.7 63.4 3.:! 
Tobacco Processing 3 3.527 61!2.5 ::?i:!.I 0.5 
Forage Marwfacwnng 16 7711 41.0 5.5 0.9 
T cxtile Industry 38 14.839 214.5 52.0 .!5.3 
Apparel Industry 49 4.709 74.4 15.9 :!6.3 
Leau'ler. furs and other 14 1.547 111.3 5.9 0 
pmducrs 
Timber pmccssmg. bamboo. !OI 66.585 443.9 1111.9 2:! I 
cane. palm fibres and srraw 
pmducrs 
Fum1rurc manufacrunng 30 1.7211 !!.7 6.7 0.7 
Paper making and paper 45 13.436 437.6 106.0 II.II 
pmdum 
Pnnung 71 4.227 76.4 19.I 0.5 
Culrural. educational and Ill 965 12.3 4.2 0.3 
spons amcles 
Arrs and crafts articles 19 793 30.7 2.6 0.1 
Power gcnerauon. srcam and 39 11.231 210.4 59.11 0 
hor warer producrion and 
supply 
Permlcum proccssmg 7 2.063 121.0 25.6 0.7 
Coking. gas and coal rclared 3 41 2.:! O.ti I) 

producrs 
Chemicals (and alhcd 117 9.397 2113. I 50.ll 12.S 
pmdUCIS) 
Medical ar..J pharrnaceuucal 5:! 7.506 2110.9 HlO.R K 5 
prnducrs 
Chemical frllres 3 7.390 356.7 73. I I J.:? 
Rubber producl\ II 2.025 3.? s 7.4 0.2 
Plastic produc1s so 4.134 113 6 23.5 0.7 

Bu1ldrng ma1enal< and olher 199 111.312 Jn.II IOR.9 I0.9 
ncin-mctal mineral product\ 
Smelling and pressing of II 1,915 311.11 13.3 0 
ferrous metals 
Smelling and pressing of 7 993 so.s II. I 0 
ncm-ferrous metals 
Metal produc1s 109 7.577 117. I 211.7 15.2 
manufacrunng 
Machine building 95 15.11119 2111.9 73., 3.3 

Transportalion equ1pmen1 44 2.650 1111.9 Ill I• 0 

F.lecrric equ1pmen1 and 41 3.384 80.11 22.4 2.1 
machinery 
Elecrronic and II 1.426 IS. I 4.5 0 
relecommunrcarmns 
equ1pmcn1 
lnsrrumenrs. merre\ and II 692 6.9 2.6 0.5 
other measunng equ1pme111 
01her indus1ry II 151 7.3 n 0 

lndusrnal c:nlerpmcs a1 11. <Nnsh1p level and atiovc only. 

Source: S1a11mcal Yeartiook of J1hn Province. pp. 3 l')f 



Table 7. Local distribution of industry In Yanbian Korean Autonomom Pr'!!fetture. l!Ko! 

Yznbian Yanji Tu men Longjin Hunchun Jilin Province 

Total % of Tolal % of Total % of Total % of To1al % of Total % Of !Olal 
total tot.I total tolal tolal 

Number of industrial 1.623 100 370 100 165 100 191 100 137 100 13,817 100 
enterprises 

By ownership 
State-owned 412 25.4 66 17.8 44 26.7 60 31.4 29 21.2 2,893 20.9 

Collective-owned l.2IO 74.5 304 82.2 121 73.3 131 68.9 108 78.8 IO,R97 78.9 

Other I 0.1 l 0.7 27 0.2 

By sub-sector 
Light industry 895 55.1 221 59.7 103 62.4 Ill 51!.1 67 48.9 7,235 52.4 

Heavy industry 728 44.9 149 40.3 62 37.6 80 41.9 70 SI.I 6,582 47.6 00 

Gross industrial ou1p111 • 5,246.6 100 1,388.7 100 700.8 100 734.4 100 324.0 100 55,29R.5 100 
(Rmb mn> 

By ownership 
State-owned 4,158.8 79.3 1,149.3 82.7 ~il3.6 R3.3 613.7 83.6 266.9 82.4 43,947.4 19.S 

Collective-owned 1,086.2 20.7 239.4 17.2 117.2 16.7 120.7 16.4 57.1 17.6 11.088.Q 20.I 
Other 262.2 o.s 
Bv subsector 
Light i~···,~try 2,708.0 51.6 1.062.4 76.5 412.3 58.8 534.4 72.8 66.7 20.6 20,900.I 37.8 

Heavy industry 2,538.6 48.4 ~26.3 23.5 288.5 41.2 200.1 27.2 257.3 79.4 34,398.4 62.2 

Memorandum item: 1,263.8 66.9 49.7 201.7 124.4 18,838.3 
Gross agricultural 
OUlpUI 

" of industrial ou1p111 24.8 4.8 7.1 2i .. I 38.4 

• Industrial enterprises at township level and above only, 

Source: Statistical Yearbook of Yanbian Korean Autonomous Prefecture 1992, p. 56Sf. 
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With regard to the structure of industry in the Rajin-Sonbong area. as can be seen from the 
inventory of industrial enterprises in Table 8. the almost 60 units - divided almost equally between 
the two locations - cover a relatively wide range of activities both from the heavy and light industry 
sub-sect )TS. The labour force in these units is reported to range from 50 to 300 exceot for the few 
lllrge-scale enterprises. Staff of the biggest enterprise in Rajin/Sonbong. the Sungri Chemical Plant 
in Sonbong. is in excess of 2.000. In spite of its name. the plant with an annual capacity of 2 million 
tons so far has been exclusively engaged in crude oil refining (gasoline. heavy oils. lubricating oils. 
etc.). At present. crude oils originate mainly from Iran and Libya with procurements from the Tjuman 
oil field in Russia accounting for some ten per cent of the total. Oil is reaching the plant site both via 
rail and a 6 kilometre pipeline linked to the Sonbong port oil terminal. Other major industrial entities 
are ( i) the Sonbong Thermal Power Plant with some 850 staff and an installed capacity of 200 MW. 
operating on oil from the nearby Sungri oil processing plant. and (ii) the June 21 Ship-repairing 
Factory in Rajin. 

Industrial production in the Rajin-Sonbong area is predominantly oriented at domestic markets. 
Only four of the listed manufacturing enterprises. two of which operate on the basis of joint venture 
agreements are or were until re.;enlly producing for foreign markets: the two garment export factories 
in Rajin and Sonbong. the Raji\l timber processing factory and the Rajin ironware export factory 
export their entire output. largely on a barter or countertrade h.lsis. 

Whereas the official figures received for 1991 show rather high rates of capacity utilization 
reaching 80 per cent or more for two thirds of all production lines (see Table 8). there are also 
indications that some industries are having increasing difficulties in the recent past in meeting their 
targets. A special case is the aforementioned Rajin garment export factory which after the Russian 
partner's retreat so far has been unable to replace the previous Russian supplies of raw materials 
thereby bringing production to a halt. 

3. Russian Federation' 

Industry has always assumed the major role in the overall economic structure of hoth Primorskiy 
Territory in general and its southern part (Southern Primorie) which constitutes the Russian portion 
of TREDA in particular. While the Territory's share in the Russian Federation's total industrial 
production accounted for a mere 1.2 per cent in 1991. the manufacturing and construction sectors 
combined contributed some 67 per cent and 57 per cent to Primorskiy's gross national product and 
national income, respectively (Table 9). Agricu!'11re is ranking second, followed by the transport and 
communications sector and internationally low she.res of the services sector. Available data, however, 
reveal a marked improvement of the latter's relative position compared with 1988 which in terms of 
the gross national product was paralleled by a declining manufacturing share. 

The structure of industrial production in Primorskiy Territory so far has clearly been shaped (i) 
by th~ r.:gion's militarily strategic role with Vladivostok as home base of the then USSR's Pacific 
Fleet and the ensuing creation of a large defense industry, and (ii) by significant deposits of various 
natural resources, primarily minerals and non-ferrous metals (inter alia, coal, tin, lead and zink), 
timber and marine resources. Consequently, practically all of the Territory's heavy industry plants, 
such as in machine building, ship-repair/shipbuilding or machine tools prod~ction were geared 
towards the military-industrial complex. As can be seen from table JO, in 1991 about one fifth of total 
industrial production originated in the machine-building and metal working sector alone, second only 
to food processing with 48 per cent. Within the latter sub-sector. fish processing accounted for the 
lion's share; generally, the region so far has been unable to reach self-sufficiency in food production. 

• All figure~ referred 10 in rhi~ ~ecrion are raken frorr. 1wo liackground paper~ provided liy A. Mikhailov and S. Verolainen. 
re~pecrivcly. 



Table 8. lnnnton of !ndu51r!a! entnpr!m In the Prmoua!lc Republ!c of l\orn'1 Kallr·Sonbon1 Arrt 

Company name Type of output Unit Annual pmtlui:tinn Actual uu1ru1 1991 Cart1cily u1ih7.ali11n 191JI 
c;m<1i:i1v (3) 

Suneri C"hemical Complex, oil nn~c:ssinl! '000 tons 2 ,000 1,1104 90 2 

June 21 Ship Repairing Factory ~repairing nu. of shiri~ 
10, · 20.000 tuns Ill 14 77.R 

1.000 ions 18 17 IJ4.4 

Rajin Ship-Building Factory ship-building ( 150 I) no. nf ships 70 56 80.0 
ship repainna 150 \OS 70.0 

Raiin Condenser Factory condensers '()()() flCS. :!,400 1,6110 70.0 

Raiin Tim~r Processin2 Factorv C1wer-buards/Pallcts m' 6,500 6,500 IOO.O 

Rajin Garment E~non Factorv eamients '()()() Sht'C:IS l.~00 uoo 80 0 

Rajin Car-Repairing Factory repairing of automnhiles units 160 112 70 0 
renairini! of en1?ine-s1antls 110 56 70 () 

Rajin Shapes anti Machines ~hapes_ tnns 3 2 66.7 
Renairini! Facttlry ac,·esso1res 16 13 RI . .l .. 

0 
Rajin Farming TtlOI Factory cans 1•nirs JOO 240 RO 0 

combiners 10 IO l<K).0 

Raiin Paper Mill POIOC:r tuns - 500 )~() 70 () 

Raiin Caustic Soda Factory caustic soda tons 30 24 11110 

Rajin Pharmaceutical Factory t.ihlet~ '000 400 .no RO 0 
fluids tons 10 II RO O 

Rajin Cement Factory cement '000 runs s 4 s 90 0 

Raiin China Factory china nots '000 nc~. 2.4 I 9 79.2 

Rajin Brick Factorv tiricks 'iKlO PCS 1.000 (I()() 110.0 

Raiin Fabrics Factory ordin:· r-.· fallrics '\JOO m 450 31~ 70.0 

Rajin Garment Factorv cl or hes '000 [l~S. I ,llOO 960 90.0 

Raiin Knitwear Factorv knitwear 'IKlO ncs. )00 240 RO 0 

Rajin Sauce Far•ory lle<tn pas:e tons I .~00 1,3911 9l2 
mya sauct' kilos 1,1100 96~ 96.3 

Rajin Food~taff Factory of su)?ar h>ns 700 !160 80 0 
Honoured l>isa"1ed Soldiers cakes 8!10 680 fl()() 



Rajin Meat and Fish Processing meat 
Fac1ono fish 

Raiin Grain Adminis1ra1ion Office 1rain processin1 

Rajin Iron Ware Expon Facto!}' hair-cuners 
Hair-cu11in2 scissors 

Rajin Upholstery Produclion uphols1ery 
Coooeratioo 

Raiin Leather Processin1 Factory leather 

Raiin Plastic Ware Factorv Plastic dailv necessities 

Rajin Daily Necessities Factory brushes 
hair oil 

Rajin Glass Ware Fac1orv Rlass nlate 

Raiin Chemical Ware Factorv laundrv $OIP 

Rajin Iron Ware Produclion ironware 
Factorv 

Tumen River Sleeper Cutting CUI timber 
Factory sleeMrs 

Sonbo:-ig Pit Timber Enterprise pit timber 
ordinarv limber 

Coal Mine Pit Timber Entemrise CUI limber 

Sonbon1 Garmen• Exnon FaclorY ei1oon clothes 

Sonbon1 Ship ReP1irin1 Plan1 shiP renairin2 

Sonbong Farm Machinery Plant maize seeden 
weedin1 machines 

Sunbong Mechaniza1ion Planl 1rac1or pans 
farm machinerv oans 

Slmbong Maintenance and Repair machine pans 
Sh('lp motors 

Sonbong Sodium CarbonJte sodium carbonate 
FactorY ammonium chloride fenilizers 

Sonbon1 Paper Mill Pll>er 

Son~on1 Pharmaceutical Factorv iniections 

Slmbon1 Chemical Factorv soap 

SonbonR Cement Workshon cement 

ions 1,030 
760 

'000 cons 100 

'000 sets 100 
100 

'000 se1s 3 

'000 m' 2 

'000 PCS. 100 

'000 pcs. 9 
616 

'000 m' 13 

tons I 000 

·ooo pcs. 40 

'OOOm' 100 
62 

m' 5,000 
4 000 

'Oi)() m' 5.5 

'()()') PCS. 500 

shins 83 

. sets 10 
55 

tons 26 
10 

tons 20 
280 

'000 tons 2 
2.4 

tons 600 

aml'ules I 500 

tons 170 

ll>nS 5,000 

721 
608 

70 

76 
82 

2 

1.6 

70 

8 
493 

II 

800 

)2 

73,4 
50 

4,000 
J 200 

4.4 

400 

66 

7 
55 

26 
7 

16 
224 

1.6 
1.9 

480 

1,200 

119 

4,000 

70.0 
80.0 

70.0 

76.0 
82.0 

66.7 

80.0 

70 0 

88.9 
80.0 

84.6 

80.0 

80.0 

73.4 
8Ci.6 

80.0 
80.0 

RO.O 

80.0 

79.5 

70.0 
100.0 

1000 
10.0 

80.0 
80.0 

80 0 
79 2 

80.0 

80.0 

70.0 

80.0 

,.. ... 



Sonbong Building M;11erit1ls wati!r·resisrenr ccmcn1 
Wotkshop wa1cr-rcsis1cm cemcm blocks 

Sonbone Te,tile Ft1crorv t1nilil:ial silk 

Sonbon.1 Garmen! Workshon suits for adults 

Sonbong Bean Paste ancl Edible soya sauce 
Oil Workshop bean nastetc 

Sonbong foodsraff Workshop sweets 
cakes 

Sonbong Grain Adminis1ra1ion grain processing 
Office 

Sonbong Upholsrery Workshop plywood 
unholstel'\' 

Sonbo112 Porcelain Wortshon porcelain 

SvT1bon1 lronwue filclorv ironware 

Sonbong Honoured Disabled plastic goods 
WorkshOP 

Sonbong Leather Processing lnther goods 
Workshor> 

Un2san1 Lunchboll!; PaDCr Ft1crorv lunchlx1ll!; naner 

Tumcn Rh·er Railway Honoured clcc1ric bulbs for signal lamps 
Disabled Soldier Factorv 

~rec· Comminee for tne Promotion of Exrcmal Economic Cooperation. 

ions 2,200 
m' 6,900 

'000 m 4SO 

'000 ncs. 3SO 

kilw I, 100 
tons 1.000 

mns 360 
230 

'000 runs 20 

m' 26,000 
ncs. IS,000 

'000 PCS. 18 

'000 ncs. 200 

'()()()res. 600 

'000 pcs. 35 

'000 ncs. S,000 

sets 4,200 

2,200 
4,830 

31S 

246 

880 
870 

289 
18S 

16 

18,200 
10,SOO 

14 

140 

480 

28 

4.~17 

4,121 

IOO.O 
70 0 

70.0 

70.3 

80.0 
87.0 

80.3 
80.4 

80.0 

70 0 
70.0 

77.8 

70.0 

80.0 

80.0 

90.) 

'J8. I 

·-

.... 
N 



Sector 

Agrk.-ulrure 

Manufacturing 

C ons1ruction 

Transportation+ Communicauons 

Services (incl. forestry) 

TOTAL 

Sector 

Agric•dture 

Manufacturing 

Cons1ruction 

Transportation + Communicati.,ns 

Services (incl. forestry) 

TOTAL 

13 

Tahir 9. Basic ttoaomic 5tnidure of Pt imunkiv Tttriton 
(curnnt prices) 

a) Gross natmal product 

1988 

million Rubles ~share million Rubles 

l.607 13.9 3.411 

6.707 58.0 13.326 

1.449 12.5 3.461 

1.220 10.5 2.506 

S85 5.1 2.381 

11.568 100 25.085 

b) Nacioaal illcomr 

1988 1991 

million Ruhles 3 share million Rubles 

881 18.9 2.196 

1.951 41.9 5.652 

n3 16.6 I.967 

600 12.9 1 • .585 

446 9.6 1.885 

·U51 100 13.285 

1991 

~share 

13.6 

53.1 

13.8 

10.0 

95 

100 

~share 

16.5 

42.5 

14.8 

11.9 

14.2 

100 

Table 10. Industrial production o~ Primonkiy Territory bv major sub-sectors and sub-rttions. 1991 and 1993 (per cent) 

Industrial sector Primorskiv Territo!'\" \1adivostok Nakhodka Khu.an District 

1991 1993. 1993. 1993. 1993. 

Pov.er 2.5 8.1 2.6 - -
Fuels 1.0 1.8 -
Ferrous metallurgy 0.1 - -

Non-ferrous metallurgy 4.C 5.4 

Chemicals and 3.0 2.2 0.6 -
petrochemi1.:als 

Machine-building and 21.0 9.4 20.0 5.2 40.0 
metal working 

Logging. wood- 6.4 6.5 2.3 
proce~sing. pulp and 
p.aper 

Building materials 7.7 4.3 3.2 1.5 -
Gl.m and 0.4 0 !I 1.0 -
porcelain/ceramics 

Light manufacturing 4.6 1.7 2.5 1.5 

Food production 47.7 57.4 62.6 91.7 59.8 
of which fish rrocessing 41.2 52.7 74.0 58.4 

TOTAL 100• 100• 100• 100 100 

Percentage share of 100 39 5 8.5 0.9 
Terri1ory tot;il 

January to June only. preliminary 
Percentage shares do not add up to total in source. 
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The construction materials and wood-processing sub-sectors also assume important roles in indusi:ry 
overall. whereas light manufacturing (mainly garments and footwear) with a 4. 7 per cent share is of 
limited importa:ice only. 7 Preliminary data for the first half of 1993 which have to be assessed against 
the background of a continued decline of industrial produl.1ion over a wide range of products show 
a marked reduction in the contributinn of the machine-building. the construction materials as well as 
rhe light manufacturing industries. 

Among the five major economic and geogr..phical zones of Primorskiy Territory. Southern 
Pnmorie has emerged as the industrially most d1,; •doped districL The area extends from the DPRK 
border in the south along the coastline lKhazan District. 50.000 population) encompassine as main 
settlements Kraskino (5.000). Posyct (2.000). Zarubino (6.000). Barabash (5.000) ancl the 
administrative centre Slavyanka ( 18.000) up to Nakhodka and Vostochny with Vla~ivostok (700.000) 
in the cencre. Nearly ru:Jf of Primorskiy·s total industrial output is produced in Southern Primorie. 
however. almost exclusively in the large industrial and transponation centres in and around 
Vladivostok and NakhodkaNos::ochny. In tum. Khazan District. the southern tip of which fo11T1s the 
Russian pan cf Tumcn River Economic Zone (TREZ). only accounts for one per cent of Primorskiy's 
industrial ou::p;.it (Table 10). 

In terms of em;>loyment. the service sector is ranking first in Primorskiy Terriiory with some 52 
per cent. followed by industry (manufacruring and construction) with 41 per cent and agriculture/ 
forestry with 1 per cent (Table I la). Within services. the largest employment is atsorbed by the 
transpon anci conununications sector ( 13 per cent of total) ll'hich clearly reflects the Territory's role 
as a major regional and international transpon hub. Primorskiy acconunodates four deep-water ports. 
several smaller ports. three railroad stations with ocean access and two (shonly three) railroad 
connections with China and DPRK. As can be expected. this employment pattern is even more 
pronounced in Vladivostok. where W per cent of ::mployment originates in transponfcommunications: 
another 15 per cent are active in commerce cTable I lb). /\gain. with d share below three per cent 
employment in Khazan district is only a fraction of the Territory total and primarily related to 
manufacturing and fishery <Table I le). 

Official statistics on the number of (not oniy industrial) enterprises under operation in Primorskiy 
Territory :-eveal a mC're than doubling between January 1992 and July 1993 to 23.348. t\8 per cent 
of these are labelled a. ... small. While the precise nature and delineation of the types of enterprises 
distinguished in the statis!ics is not always clear. mosr categuries show an upward tendency. 
particularly chose of a private legal form tindividual. limited liability. joint stock companies) which 
together account for o;ome 44 per cent of the total number. However. rhe bulk of production continues 
to take place in public emeq,rises either under state (some 2.470 units) or municipal (2.326) 
management. 

In 1992. some 600 Primorskiy Territory enterprises were involved in the foreign trading of 
generally small consignments. largely on a barter basis. Imports exceeded expons by USS 173 million 
and consisted mostly of consumer goods. automobiles. computers and some food items. Exports 
totalling USS 273.5 million were dominated by fish/seafood (unprocessed. semi-processed and canned) 
with a 75 per cent share. timber (7.8 per cenc) and fertilizers (7.2 per cen[). Overall. manufactured 
exports played a minor and - given the turbulences accompanying the initiated macroeconomic 
transition - recently diminuishing role. 

The Territory·s difficult economic situation is also reflected in negative growth rates of industry. 
In the years 19"1(}/91 and 1991192 total output declined by 3.7 per cent and 6.9 per cent, respectively. 
Negarive growth was recorded for the majority of sub-sectors (Table 12a). The chemical and 
petrochemicals Cl 991/92: minus 29 per cenr), building materials (31 per cent), machine-building ( 13 
per cent). flour milling and cereals production (15 per cent) and printing and publishing industries 

For a more: dc:r;iilc:d ll~rmg of kc:~ mdum1al ourpua of Primo"k1y Tc:rri111ry 'c:c: annc:• lillllC: A·~. rP 67-69. 
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Tahir II. Strudun ohmplonntat of Paimorskh· THritory, 1985-1992 

a) Paimorskiy THritory lobl 

Sector 1985 1990 1991 1992 

·ooo Pcrccniage ·ooo ·ooo ·ooo Pcrcenuge 
persons persons persons persons 

A gricl:lru:-e 78.3 7.8 75.0 68.9 71.6 6.6 

f.lrestry 3.9 0.4 3.2 3.0 2.9 0.3 

M3n:ifacturin;; 310.J JU 301.2 300.3 314.5 29.l 

Const~ion 79.l 7.9 104.5 125.9 130.4 I:?.I 

Public urili1ies & 43.9 4.4 44.8 S0.6 52.4 4.8 
municipal scrvK:e 

T ransportallOI\ 139.3 14.0 112.I 123.9 127.2 I l.8 

Comnamica1ions 16.0 1.6 14.9 15.6 16.2 u 
Finance and 5.9 0.6 6.3 6.5 7.2 07 
insurance 

Govemmenr services 18.4 1.8 12.0 36.0 37.0 3.4 

Odler services 302.6 30.3 299.6 318.6 321.6 29.8 

- Commerce 95.4 9.6 92.3 90.1 89.5 8.3 

- lnformarion - 1.8 u 1.3 0.1 
servic~ 

- Medical services 41.S 4.8 61.3 67.5 69.I 6.4 

- Edueitlion 77.0 1.1 84.4 93.4 94.8 8.8 

- Science and 30.6 3.1 24.0 24.4 23.2 2.1 
scien1ific 
services 

Orhers 52. I 5.2 35 8 41.7 43 7 4.0 

T ()(it( emplmr men! 997.7 100 973.6 1049.J 1081.0 100 

b) Vladivostok 

Seer or 1985 1990 1991 1992 

·ooo Percenia,_e ·ooo ·ooo ·ooo Percenuge 
persons persons persons persons 

Manufacruring 96.8 30.7 81.8 &7.9 86.3 25.6 

Cons1ruc1ion 28.7 9.1 37.1 33.6 36.7 10.9 

Transpon & 69.2 22.0 58.9 67.6 67.J 19.9 
comrnunicarions 

Orher services 101.9 32.3 132.2 39.2 

- Commerce 24.9 7.9 24.5 23.2 49.9 14.8 

• Medical services 21.3 6.8 21.7 23.5 21.9 6.5 

- Edueitlion & cullure 21.6 6.9 26.8 27.1 26.5 7.9 

- Science and sc1en1ific 19.S 6.2 17.2 16.6 14.6 4.3 
services 

- Public u1ili1ies and 18.S S.9 17.0 16.5 14.9 4.4 
municipal :1ervices 

- Olhcrs 14.6 4.6 22.4 20.0 19.3 5.7 

Total emplovmen1 315.1 100 317.4 316.0 337.4 100 
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c) Kbazan District 

Sector 1985 1990 1991 1992 

·ooo Pcn:enta~ ~ ·ooo ·ooo ·ooo Pcn:cn~c 
persons [ICfSOflS person~ persons 

Sbvvanka 

.A.gricullurc 302 4.8 307 310 249 4.9 

Fishery 1.269 20. I 1.634 1.608 1.654 32.2 

Manufacruring 3.500 55.3 3.053 2.997 2.496 48.7 

Construction 825 13.0 412 378 343 6.7 

Transpon& 432 6.8 434 445 388 7.6 
communications 

Total enmlo>mcnl 6.328 I()(.\ 5.840 5.738 5.130 100 

grubino 

Fishery 2,317 2.252 2.180 1.970 81.0 

Manufacruring n.a - 591 459 462 19.0 

Total C111Dlovmen1 2.843 2.639 2.432 100 

Posvn 

Fishery n.a 289 219 185 33.8 

Manufacruring 430 3i16 347 362 66.2 

T ~I immlovmen1 675 566 547 100 

~ 

Agricul1urc 141 97.2 682 695 548 96.6 

Manufac1uring 21 2.8 16 19 19 3.4 

Toral employmen1 762 100 698 714 567 100 

(41 per cc=nt) were panicularly ban hit. According to preliminary data. this overall downward trend 
continued in 1993. As of mid-year. the industrial production index was given as falling a funher 18 
per cent behind the preceeding year's figure. Within Southern Primc.rie. only Khazan District 
recorded a positive growth reaching a remarkable 20 per cent (Table 12b) which is probably a 
reflection of the strong impact even small changes have given the low base level. 

A closer look at the current nature of industry in the sparsely populated Khazan District displays 
its limitation to a few activities only, inter alia: 

Ship rq>air: Slavyanka Shipyard. with some 3.000 staff the biggest employer in the District. has 
ship repair facilities for ships up to 36,000 tons capacity, 200 metres length and 46 metres width. 

Fish/seafood processing: the Far East Base Fleet of Russia for Catching ar.d Processing of 
Seafood Joint Stock Co. located in Zarubino which following its de-commissioning as a centrally­
run state enterprise was set-up in November 1992, operates three fish-processing plants (for fish 
canning. fish drying. fish farine production) in addition to its 31 trawler fishery fleet. The 
company also maintains a seafood farm in Posyet for the handling of seashells. sea cucumbers. 
oysters and scallups and possesses the reponedly only processing ;>lant for the drying of squid in 
the entire Russian Federation. Two smaller fish processing/cold storage companies are operational 
in Slavyanka. one of which as a cooperative and both with individual access ro trawler facilities. 
Finally. two salmon breeding farms are located alongside rwo rivers sourh of Slavyanka. 

Fur processjng/anirnaUwsbandrv.;. there are seven fur processing. panicularly tanning enterprises 
in the District. five of which include intensive animal hu~handry (deer breeding, deer 
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Table 12. Industrial crowtb of Primorskil" Territon 

a) By major sub-Rc:tors, 1987-1992 

Sub-sector Growth ra1es ( 'k) 

1990-91 1991-92 1987-92 
p.a. 

Power -3.S -3.3 -0.6 

Fuels -12.3 ·3.1 -6.!i 

Non-ferrous metals -6.1 1.6 0.7 

Chemic:als and petrochemicals 7.3 -29.1 -2.0 

Machme-building and meul working 10.6 -12.9 --0.2 

Logging and wood-processing S.8 0.6 0.3 

Building materials 4.0 -31.1 -6.7 

Glass and porcelain/ceramics 13.3 11.2 S.3 

light manufacturing S7.8 -1.8 23.6 

Food produc1ion -11.4 2.0 -I.I 

!hereof fish-processing -2.8 6.6 u 

Row and associated products -6.4 -IS.I -2.6 

Printing and publisnir.g 7.8 -40.S -S.S 

Others -30.8 -0.6 -2.9 

TOTAL -3.7 -6.9 -1.S 

b) By sub-reP>n. 1990-1993 

Suh-region lndumial produc1ion index (l 98S = 1()()) 

1990 1991 1992 1993. 

All Primorskiy Territory 111.7 109.S 98.7 80.8 

Vladivos1ok 128.3 127.0 116 8 103.9 

Nakhodka 138.0 113.1 I IS.3 100.3 

Khazan Districl 162.3 181.7 14S.3 174.3 

• January 10 J·me only. 

slaughterhouse). The two major farms located in Kraskino with 240 and 400 staff. respectively. 
together raise and process 130.000 mink furs and 2,500 deer for antlers per annum. Half of the 
mink furs is exchanged directly on a baner basis with the other half being exponed through 
centralized expon companies. In addition. when Posyetskaya Co. Ltd. which raised some 1.800 
cows and 800 calves (old local. low quality cattle) for milk and meat production got into financial 
difficulties recently. it was leased out to a Siberian construction company for transponing the 
livestock to a Siberian slaughterhouse. 

Coal mining: a small coal mine (brown coal) with 160 staff near Kraskino exploits some S.000 
tons per month for Khazan District local consumption; large deposits have been explored 
e~rending also into China. 
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Pons: Zarubino Pon commenced operation in 1982 as a mere fishery pon with an annual average 
turnover of 250.000 tons of fish in the period up to 1989. Having been pan of a centrally-run 
state conglomerate under the Ministry of Fishing. the pon w3S reestablished as Khazan 
Commercial Sea Pon New Joint Stock Company in March 1992. now owned by a number of 
primarily large Russian enterprises from various branches and locations. The aim was and 
continues to be to expand and to diversify the port's services; currently. in terms of tonnage fish 
accounts for only 5-8 per cent of port handling business with ferrous and non-ferrous metals 
accounting for 80-85 per cent. Total pon handling capacity amounted to 1.2 million tons in 1993; 
there are 400 staff. The progress oi TRADP speeded up the preparation of a major port 
modernization and extension programme in 1993.1 

Pon Posyet was convened from a Goverrunent-owned commercial sea pon into a joint stock 
company in Nov.!mber 1992 with the staff \51 per cent) and the Moscow Ministry of Transport 
(49 per cent) as shareholders. Being part of a further privatization move, 29 per cent of the 
latter's str-'-ks were on offer at the Vladivostok Stock Exchange in late 1993. With a total 1.5 
million tons. actual port handling currently exceeds its nominal capacity by 50 per cent. Two 
thirds are goods in transit to Kamtchatka and Magadan ports (coal: 0.5m tons, clinker: 0.3m tons. 
other building materials: 0.1 m tons). The remainder are imports (oil pipes/tubes from Japan) and 
~xpons of steel billets and iron ore pellets (to the Republic of Korea and Japan). timber logs 
(Japan). clinker (Republic of Korea. Vietnam) and coal (Japan). 

• For detail~. m~ p. 27. 
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Ill. INDUSTRIAL STRATEGIES AND POLICIES DIRECTED AT TREDA 

1. Overall Orientation 

(i) China: 

The Chinese authorities at central. provincial and local levels alike attach great importance to the 
development of TREDA in general and to the promotion of industry in this area in particular. 
However. given the relatively short period of time since TRADP was launched. no integrated or 
comprehensive industrial development stratery has been formulated for the target area up to date. 
Desired directions of regional/local development as voiced by the Yanbian Prefecture government and 
the individual city governments are embodied into the general policy orientation of the country's 
current Eighth Five-Year Plan ( 1991-1995) and the new economic master plan on the establishment 
of a "socialist market economy· adopted during the Third Plenarv Session of the Fourteenth CPC 
Central Committee in November 1993. 

These policies essentially call for a strengthening of the state's role as a macro-economic regulator 
providing the infrastructure necessary to create an envirorunent conducive to the development of 
entrepreneurship. The stepping-up of the so far limited public enterprise reform which is seen as a 
major tool of raising the frequently low productivity levels as well as of reducing the budgetary 
burden caused by loss-making units is particularly relevant for the industrial sector. While public 
ownership is to be maintained as the mainstay of the strived-for modem enterprise system. everyday 
management is to become the exclusive domain of the enterprises themselves. The latter being 
gradually exposed to an increasingly competitive envirorunent would be expected to respond 
adequately and more speedily to the respective market requirements. 

Consequently, indus:rial rc:structuring has been earmarked as key objective in the field of industry 
by both Jilin Province and Yanbian Prefecture authorities. The upgrading and modernization oi 
existing industrial capacities and the establishment of technologically advanced industries feature 
prominently in these endeavours. At the provincial level. the Eighth Plan foresees a general focus on 
the energy. transportation and basic industries sub-sectors on the one hand and a branch focus on the 
Province's two backbone industries, automobiles and petrochemicals. on the other hand. with the food 
and pharmaceutical industries and some light industries. especially textiles/garments as additional 
targeting areas. 

Yanbian policy makers who have unanimously supported the opening up of their previously 
remote prefecture to the outside world in the recent past are fully aware of the area's large 
development potential waiting to be tapped in a situation of open borders with DPRK and the Russian 
Federation. In view of the aimed-at easy access to the Sea of Japan in the context of TRADP. 
Y anbian Prefecture is expected to develop into a major transportation hub for international traffic lt"l 

and from the Chinese northeastern provinces easing thereby the presently overcharged domestic north­
south transportation lines to Port Dalian in Liaoning Province. At the same time Yanbian Prefecture 
is envisaged to become an export-oriented manufacturing centre in itself by the year 2,000, with a 
view to a further development into a world trade centre by the year 2,010." 

According to the Yanbian Planned Economy Commission in the initial phase ~riority will be 
assigned to the extension of inuustries based on presently abundant resources. The tuildings materials, 
food and clothing industries are considered as dominant industries in this respect which will be 
complemented by the enlargement of the construction. tourism and trade-related busin~sses. Key roles 
are further attributed to the production of medicines. tobacco processing and paper making. While 
a "moderate development speed" is foreseen for the production of soft drinks. metal, chemical. 

• See Jiang Z.iihuan. The Srraregy of Yanhian lndumial Qevelopmrnt. mimeogr.aphed paper. 
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wooden and plastic goods. the present growth of the ma~hine buildir,g. petroleum processing and 
textile inoustries is considered adequate also for the nearer future. In parallel. efforts will be made 
to build up the infrastructure necessary for the establishment and speedy development of high 
technology based industrial production in phase two. i.e. from the year :?.000 onwards. such as in the 
fidds of new materials. bio-technological goods and modem chemical produce. 

In overall terms. the promotion of industry in Yanbian in the context of Tumen River Area 
development is considered as one contribution towards redressing the rather unbalanced speed of 
regional development within China and to catch up with the far more advanced eastern and southern 
coastal areas. Hence. the policies Yanbian relies upon in the achievement of its objectives, are based 
on experiences made in the advanced parts of China. Accordingly. notwithstanding differences in a 
number of details. the primary policy instruments advocated by both the Yanbian Prefecture and the 
individual city governments are related to 

the continued extension and upgrading of infrastructure. particularly with regard to transport and 
communications; 

the installation of various types of special economic zones and industrial sites; and 

the attraction and encouragement of investments, both from domestic and foreign sources. 

Recent developments pertaining to these three areas are summarized in Chapter 111.2 below. 

(ii) DPRK 

Following the so-called Juche philosophy industry-related policies like all policies in DPRK have 
been oriented towards the goal of self-sufficiency. In essence, rhe concept calls for the continuous 
horizontal and vertical diversification of the economy to be based to the maximum possible extent on 
indigenous resources and raw materials catering mainly for domestic markets. Reducing the economic 
dependence on other countries has been considered as major prerequisite to also maintain political 
independence. Throughout most of the past, economic planning favoured the development of the 
heavy industry sub-sector with a view to providing the necessary inputs for the development of 
agriculture and light industrial manufacture. 

The major output goals fixed in the current third seven year plan, covering the period 1987-93, 
refer to electricity generation and the production of coal, steel, non-ferrous metals, fertilisers, cement, 
textiles, grains and marine products (Table 13). The announced figures implied the rolling over of 
targets initially set for realization by 1989 for half of these major output categories; other distinctive 
features include a reduction of the previous steel target from 15 to 10 million tons as well as raised 
targets for foreign currency earners, such as cement, non-ferrous metals and - with more than a 
doubling - marine products. m 1989 was proclaimed the "Year of Light Industry" and in June 1989 
the 16th plenary meeting of the Central Committee of the Party adopted the "Three-Year Plan for 
Development of Light Industry" for the period until June 1992, with a focus on textiles, food 
processing and other daily consumer goods. The "National Rally for Light Industry" mounted in June 
1990 was also aimed at redressing the lopsided industrial structure. When the December 1993 plenary 
meeting of the 6th Supreme People's Congress reportedly acknowledged the failure of the third seven 

'" See EIU. China. Nonh Korea Counrry Profile, 1992-93. London 1992. 
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year plan. again light industry together with agriculture and trade was given top pric,rity for a two 
to three years adjustment period. 11 

DPRK Government officials at central and provincial levels alike express their full suppon for 
TREDA as a means both to improve local economic including industrial perfonnance in general and 
to tap the sub-region's potential as an international business. tra<!e and transpon hub in panicular. The 
major instrument for this to materialize on the DPRK side is seen in the establishment of the Rajin­
Sonbong Free Economic and Trade Zone. approved by the central government in December 1991. 
and the ensuing proclamation of the adjacent Chongjin Pon as a free pon. Work on a master plan on 
the envisaged infrastructural extension and the desired industrial huild-up commenced in early l 992 
and upon government approval in March 1993 resulted in the publication of a zon;: and investment 
guide in two pans. entitled "Golden Triangle Rajin-Sonbong" .1= 

Table IJ. DPRK - Lone-term output coals 

Scc1or Goals set in 1980 Resulls by 1986 Goals revised in 1987 
(robe completed by 19891 (10 be completed by i993) 

Elec1rici1y 100 hn kwh 60 bn kwh 100 hn kwh 

Coal 120 mn ions 70 mn ions IW mn tons 

Grain producis 15 mn tons IJ mn ions 15 mn tons 

S1eel 15 mn Ions I . 9 1imes increase 10 mn tons 
(no figures given) 

Chemical fenilisers 7 mn tons 5 mn tons 7.2 mn tons 

Cemeni 20 mn ions 12 mn Ions 22 mn tons 

Marine products 5 mn tons 3.1 mn tons 11 mn ions 

Tcx1iles 1.5 bn metres 800 mn metres 1.5 hn me1res 

Non-ferrous me1als 1.5 mn ions 1.5 mn ions I. 7 mn mns 

Tideland cul1iva1ion 300.000 ha (no figures given) 300.000 ha 
1150.000 ha hy 1990) 

Source: EIU. Nonh Korea. Coun1ry Profile 1992/93. London 1992, p. 71. 

In parallel witi1 the above a number of laws have been promulgated for exclusive application in 
the Rajin-Sonbong zones: the Law on Foreigners' Investment, the Law on Foreign Enterprises. the 
Law on Foreign Exchange Administration, the Law on Contractual Joint Ventures, the Law on 
Foreign Investment Business Enterprise and Foreign Individual Tax, and the Law on the Free 
Economic and Trade Zone. Other laws currently under preparation are designed to funher contribute 
to a business and investment conducive legal ~ramework and include a joint stock banking law for 
Rajin-Sonbong (which will include offshore and wholly foreign-owned banking), a Free Port Law. 
a Company Law as well as a revision of the country's 1984 overall Joint Venture Law and of the 
Customs Tariff Act. 

11 See Korea lns1i1u1e for lndus1rial Economics and Trade (KIET), S1udy of 1he indumial si1ua1ion in TREDA and feasibili1y 
of division of lahour in light indus1ry among nalions of Nonheasl Asia, S1udy prepared for UNDP in 1he conrext of 
TRADP. Seoul. December i99J, m1meo. pp. 64·65. 

•: OPRK Comminee for the Promotion of E~temal Economic Cooperation, Golden Triangle Rajin-Sonllong, Pyongyang. no 
date (1993). For detail~. ~ee ~ection Ill. 2.(ii). 
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In the course of the Rajin-Sonbong zone development the present industrial structure in the region 
is expected to change distinctly. Durir.g talks with the mission, government officials explicitly 
includtd as a realistic option the closing down of the clearly uneconomic among ti1e present industrial 
en . -orises. 

(iii) Russian Federation 

To date there appears to exist no clear-cut specific vision or development strategy shared by 
Russian authorities at central, regional and local levels with respect to the development of TRADP 
in general and the role to be played by Khazan District in particular. Differing opinions have also 
been voiced within academia and the business conununity. However, by the time of the UNIOO 
mission a more uniform attitude of both Primorskiy Territory and Vladivostok City Governments had 
emerged. In short, the general view currently hold can be characterised by 

an interest and readiness in principle to foster international economic cooperation with China and 
DPRK as part of the strived-for increasing orientation of the Russian Far East towards the Asian 
and Pacific Rim countries. While this includes the progressive promotion of (transit) trade flows 
from/to China and DPRK through Primorskiy Territory, there is a strong feeling that the untapped 
potential for this of the Vladivostok/Nakhodka/Vostochny area has not yet been fully 
acknowledged under TRADP. At the same time, strong resistance is voiced as to the deepening 
of Tumen River including for ecological reasons and the subsequent establishment of a river port 
on the Chinese side at/near Fangchuan; 

considerable scepticism regarding what is seen as too ambitious a vision for TREDA. In this 
context, special mention is made of the core city concept or the early construction of a new 
international airport in the Russia/China/DPRK border area as unrealistic or at least premature 
for some time to come; 

a relatively firm stand on the limited industrial development potential of K.hazan District in 
general and its southern tip (TREZ), the internationally recognized Khazan wetlands area (i.e. 
between Posyet and the DPRK border, alongside the Tumen River) in particular. The area which 
according to environmental experts is considered as one of the most significant in the world is a 
major breeding area for both water and terrestial birds as well as one of the main landing areas 
for migratory birds in the East Asian "flyway", one of the few migration routes in the world. 13 

Also, the Far Eastern Marin Reserves off Khazan and Zarubino are two of the only three closed 
marine reserves existing in the entire Russian Federation and as such serve as major reference 
areas for marin scientific research on the Russian coast. As a result, the area south of Zarubino 
is to be entirely excluded from any future industrial or mining activity. This is to be guaranteed 
by the two gradually strengthened administrations of these two environmental zones. The only 
developments likely to take place in the Southern Khazan Region will be infrastructure (rail, 
ports. highways, bridges) for transit cargoes and tourist development. New industries to be 
1ocated further north are expected to either remain based on local resources (fish/marine products, 
some intensive animal husbandry, fur processing, some food-processing), to use clean and 
environment-friendly technologies, and/or to cater for the emerging transit trade business. 

Although only partly and indirectly linked to TREDA/TRADP, the June 1993 "Concept for the 
Economic Development of South Primorie" presented by the Primorie Economic Development Task 
Force which had been jointly set up by the Primorskiy Territory and Vladivostok City Governments 

11 Cf. the emphasi~ made in the April 1994 TRADP Environmental Workshop in Beiji11g. 
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in 1992, spells out the local authorities' perceptions in more detail.14 Dropping earlier intentions to 
establish what was called the contiguous Greater Vladivostok Free Economic Zone,•~ the new 
concept distinguishes three so-called "zones of rapid growth": 

the Vladivostok Region (Vladivostok, Anyom. Nadejdinsky District) considered as the Territory's 
primary political. business, scientific/educational and cultural centre is ascribed the function of 
a nucleus for Southern Primorie development; 

the Nakhodka Free Economic Zone east of Vladivostok as a de jure and de facto autonomously 
managed development centre~ and 

the Khazan District Economic Development Area with Slavyanka, Posyet and Zarubino as its core 
settlements. 

The overall aim of the Primorie Concept is described as "the intensive socio-economic 
development of the interdependent industrial and pon areas in South Primorie based both on foreign 
investment and self-help and the establishment of close ties in market economies between Russia, the 
Russian Far East and China, the Koreas. Japan and other Asian-Pacific Rim countries"16

• While the 
need to preserve the region's natural resource base and its suppon function for the Russian Pacific 
Naval Fleet is acknowledged as a major framewcrk condirion for all future plans. the Territory is 
designed 

to function as a link for the economies ()f Russia and the Asian-Pacific region and between the 
countries of the former Soviet Union and the Asia-Pacific Region; 

to help in creating an economic community around the Sea of Japan; 

to become a national marine economic. centre; 

to develop a recreational industry suited to its unique natural and ecological assets; and 

to work towards cooper.i.rion in agriculture with neighbouring countries. 

This overall orientation is translated into a number of priority goals related to the region's 
envisaged production and service functions as well as to infrastructural requirements as summarized 
in box I. 

The concept foresees a phased approach with crisis management absorbing most of the authority's 
attention during the initial phase until including 1994 and encompassing. inter alia. the maintenance 
of political stability. the stimulation of industrial production. the passage of market-oriented legislation 
and the creation of a conducive business envirorunent for foreign investors. An economic upturn is 
expected for the period 1995-2030 while a standard of living comparable to industrialized country 
levels is hoped to be reached by the year 2005. The upgrading of infrastructure and the restructuring 
~f the regional economy with a view to improving and broadening the expon base from largely 
unprocessed raw materials to a range of internationally competitive goods are considered as crucial 
elements of an eventual success. 

•• Sec Primoric Economic Development Task Fore-:. Greater Vladiv051ok · A Conccp1 for the Economic Development of 
South Primoric. Vladivoslok. 25 June 1993. mimco. 

u Sec UNIDO. Pre·lnve~1ment Study for the fa1a!Jlisnmcn1 of a Free Economic Zone in Primorsk1y Region. Final Rcpon. 
TfiUSR/911001. December 1991. 

•• Primorie Economic Development Ta~k Force. op. cir .. p. 17 
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At the same time. Vladivostok"s role is foreseen to change distinctly in the direction of a service 
centre. with a focus on financial. scientific. information and international trade-related businesses as 
well as on other high tech/high value added production activities. This is expected to parallel a likely 
reduction of industrial production C3pacities in the city area in line with (i) the planned conversion 
of defense industries and (ii) the generally envisaged decentralization and relocation of (especially 
heavy and polluting) industry from the city. preferably to the east and north of Southern Primorie. 
i.e. not to Khazan district. As to the latter. improved access tc/from the outside world is fully 
supported which includes the extension of Zarubino and Posyet pons and the connecting rail/road 
network. Again. little scope is seen for broadening the district's industrial base beyond a 
modernization and upgrading of present activities. This does. however. encompass the idea of a 

Box I: Priority goals of South PriW-orie Economic Development Co~ept 

diversify port and transport services 
improve fish-processing techniques 
establish efficient fish farming 
create new biochemical and pharmaceutical products, based on 
local natural resources 
convert defense plants into civilian goods produC''.ion for 
domestic and foreign markets 
increase range of available consumer goods 
store and process agricultural goods 
develop recreational and hotel/catering services 
improve market infrastructure up to int~rnational standards 
simplify registration and regulation of private business 
increase linkages of R&D results and production 
train administrative and service personnel 
develop ecologically sound energy resources 
modernize urban water supply and sewage systems 
provide housing and employment opportunities for socially 
disadvantaged people 
improve transportation system at large scale 
modernize regional telecommunications system 

Source: Primorie Economic Development Task Force. op. cit.. pp. 20-21. 

highly specialized export processing zone/techno park at Zarubino and the possibility of the district 
developing its (limited) potential as an agro- and food-processing base for Vladivostok as well as a 
regional/international recreational and spa zone. 

2. Selected Recent Policy Measures in Detail 

(i) Extension of infrastructure 

The importance of a substantial upgrading and extension of the generally poor physical 
infrastructure both within and among the border regions of TREDA as a prerequisite for any 
meaningful initiation of the region's accelerated economic and industrial development has been fully 
recognized by all participating parties. On the basis of estimates and projections of the expected future 
flows of goods :ind people within and through TREDA the short- and long-term infrastructural needs, 
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especially in the areas of transport ~.nd conununications. have been assessed and detailed 
recommendations on the improvement of the few existing and installation of new road. rail. air and 
sea transport links have been made elsewhere under TRADP. 17 In practice. a number of pertinent 
measures are at different stages of planning or implementation in the three countries with some of 
them having been completed or nearing completion in the near future. The latter will have a great 
impact on the industrialization prospects and opportunities. The following provides a brief summary 
account of major recent developments pertaining to the transport infrastructure at the time of the 
UNIDO mission. 

ROADS: 

China: 
Completion in 1989 of !he new road from Tumcn to Hunchun (61 km) shortened driving time 
Yanji-Tumen-Hunchun from 7 to 2 hours, the Tumen-Hunchun set."tion thereof from 3 hours to 
I hour. A further upgrading to an expressway is under consideration. 

China/Russia: 
Completion of the 14 kilometre highway construction from Hunchun to Chenglingze (Chinese/ 
Russian border) was due in October i993. With the reported involvement of some 170 Chinese 
labour construction was also at an advanced stage between the Chinese and Russian border control 
points and was also progressing between the Russian checkpoint and Kraskino. 

China/DPRK: 
With the construction of a 20 metre wide road expressway from Yanji to Longjin having been 
completed, the 47 kilometre extension to Sanhe/DPRK at a cost of USS 16 million border was 
underway. Upon completion driving time from/to Yanji will greatly be reduced from presently 
3.5 hours to one hour. The new road link will also add to the advantage transit trade to/from 
Japan enjoys (currently three days) when compared with shipment through Dalian (reportedly half 
a month due to longer distance and port/rail/road congestions). 

Phase i of new road construcikm Hunchun-Shatuozi (DPRK border) was completed in 1993; phase 
II was expected for completion by mid-1994. 

DPRK: 
Works on upgrading/widening of the road Chongjin-Haeryong/Sanhe (Chinese border) were due 
for completion by end-1993, with pavement being foreseen by end-1994. The project is totally 
funded by the Yanbian Gonggyo Trading Company which will recover its outlays in return from 
the future collection of tolls for road usage. 

The design for upgrading the road from Rajin to Saebyol (extension to 10 metres width, 
pavement) was to be finalized by end -1993; completion of construction was foreseen by end-1994 
(widening) and mid-1995 (pavement). respectively. 

RAIL: 

China/Russia: 
Completion of the 42 kilometre Hunchun-Kraskino composite track scheduled for June 1994 (both 
cargo and passenger traffic) is expected to have a major impact on transport flows between China 
and the Russian ports. Construction work started only in March 1993, and with an estimated total 

'' See, for iMtance. Ma~ter Plan for the Tran~pori;11ion f.er.: •• r prerared for UNDP "Y A.R.Holm Associate~. San Franci~co. 
April 1993. 
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investment of Y300 million was bilaterally financed by the Chinese and Russian authorities 
through the Golden Ring Sino-Russian Joint Stock Holding Co. The Hunchun-Chcnglingze ponion 
was due for completion in late 1993. A rail conversion station (Hunchun Imemational Railway 
Tr.msshipment Station) for changing cargo from Russian to Chinese trains is under construction 
opposite to the Hunchun Border Ecooomic Cooperation Zonc.11 The Tumen-Hunchun section 
stancd operations on schedule in late September 1993. Chinese authorities plan capacities for the 
Hunchun-Kraskioo line of 5 and 7 million tons per year for 1995 and 1997. respectively. Works 
for doubling handling capacities of Tumen Railway Station have conuncnccd. 

China/DPRK: 
An agreement has been signed between China and DPRK on a further 5 km railway link-up some 
20 km west of Hunchun; this will encompass reconstruction of an earlier railway bridge across 
Tumen River. 

AIR: 

China: 
Yanji airpon was reopened as an international airpon after extension in late 1993. thereby 

improving access to TREDA considerably. A number of international destinations were added to 
regular domestic flights to Changchun, Shenyang. Dalian and Beijing. 

DPRK: 
Construction of Sonbong airport with a 3.600 metre runway (initial phase) is planned to 

conunence in the second half of 1994. 

PORTS: 

DPRK: 
Chongjin Port: 

By end-1994, extension underway since 1992 is to result in increasing annual handling capacities 
of Chongjin West Pon from 7.1 co IO million tons. Ongoing work comprises the modernization of 
existing facilities (un/loading equipment) and linking two of the four west port terminals in order to 
accommodate handling of IO million standard container units. Actual pon handling total (wt and 
West Port) was given as 4.7 million cons in 1992. 3 million of which being foreign cargoes. An 
increase to a total 7 million tons was expected for 1993. 

In the past the three terminals of Chongjin East Pon with a rotal capacity of 870.000 tons per year 
mainly catered for general cargoes. mineral oils. pig iron and grains. almost exclusively from/for 
China. The four West Port terminals have mainly handled sands and grains. steel products, coal and 
ores. In line with the expected Rajin-Sonbong zone progress continued. port extensions are envisaged 
to result in a total annual port capacicy of 20 million tons by early next century. 

Rajin Port: 
Several measures to modernize port equipment and to upgrade storage facilities were due for 

completion ac end-1993 with the aim to increase total pon handling capacity from hitherto 3 million 
tons to 7.5 million tons. These included the enlargement of covered storage facilities (presently 
217,000 tons) by 8.100 m2 through a new building; new train unloading facilities linking up with the 
already existing railway connection to/from China and the Russian Federation (composite gauge); the 
installation of a new 1,200 m conveyor belt for fertilizer transport; 2 conveyor type loaders. one of 
which for potassium. The unloading of alumina oxide from Australia destined for the Russian 
Federation onto smaller vessels has become the pon's main business in revenu~ terms since the 

" For de1aiJ5 on 1he zone. see 5ec1ion 111.2.(ii) below. pp. 29f 
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respective unloading facility became operarional in 1992. Overall. pon capacity use remained constant 
at around 50 per cent in 1992-93. The range of handled items is led by coal (400.000 tons; 
originating from the Kusbas basin in Russian for expon to Japan). followed by fenilizer (300.000 
tons). timber (200.000 tons). grains (100.000 tons) and steel products ( 100.000 tors. 90 per cent of 
which of Russian origin)~ another 400.000 tons of \·arious items are domestic cargo. 

Funher pon extension is planned to take place in stages with the ultimate aim to reach a total pon 
capaci[y of 50 million tons per annum by 2.010. designed to include 5 million standard container 
units. There are no container handling facilities at present which is given as the major reason wh} 
so far no attempt has been made to attract regular liner senices. Capacities for 10 million tons are 
expected to be installed by the end of phase one in 1995. including 200.000 standard container units. 
Coal handling is planned to exceed one million tons annually. However. funding for investments other 
than the ongoing ones was not yet secured even for all phase one activities. 

Sonbong Port: 
Work is in progress on a second submarine pipeline from Sonbong Port oil terminal to the 

affiliated ucloading station (floating wharf) some 3.3 km off the shore which will be used for Russian 
refinery products on transit. Dredging is underway at the outgoing terminal to allow servicing vessels 
up to 20.000 tons compared with the possible maximum of two 5.000 tons tankers presently. due for 
completion in I 995. 

Russian Federation: 
Zarubino: 

Khazan Conunercial Seaport Joint Stock Company which since its establishment in early 1992 has 
been managing Zarubino Port speeded up its modernization programme in mid-1993 due to (i) the 
progress of TRADP and (ii) an increasing interest in the port as expressed by foreign businesses. 
While details of the projections laid-down in a draft feasibility concept are to be put in concrete terms 
in a Japanese-funded full-fledged feasibility study. total capacities are earmarked to be expanded from 
presently 1.2 to 2.8 million tons. with two thirds of the increase to be achieved by modernizing the 
existing terminal. the remainder by constructing a new terminal. As to the former. newly purchased 
cranes for 60 ton cargo allowing direct ship-to-ship transfer were already installed in 1993. The 
overhaul/upgrading of the 3 kilometre railway track connecting the port with the main Vladivostok­
Khaz.an-DPRK line (and thus due for linking up with Hunchun) was also completed hy the company 
in 1993. Pending the outcome of initiated market analyses. preliminary future plans include the 
installation of container facilities as well as a bulk grain terminal. There is talk of reaching a total port 
capacity of 11 million tons p.a. by the end of the decade. The envisaged extensions are driven 
principally by Siberian metallurgical and other commercial and export interests and - to a lesser extent 
- by Chinese (bagged) grain, containers, metal and timber transit port requirements. 

Posyet: 
Intentions to increase the currently fully used port handling capacity from 1.5 to 2 million tons 

per year through the construction of two new terminals for steel products and possibly up to 1.000 
containers were reported to be at an advanced stage of design. The project would be launched hy 
Posyetmet, a new stock company to be set-up by four metallurgical. mainly steel companies from the 
Ural. 

According to the port manageml!nt, in 1992 two thirds of port handling accounted for d1·mestic 
shipments to Kamtchatka/Magadan (split-up into 0.5 million tons of coal, 0.3 million tons of clinker, 
0.1 million tons of other building materials), the remaining 0.5 million tons for imports CO. I million 
tons oil pipes/tubes from Japan) and various expo·.ts (steel billets. iron ore pellets: to the Republic 
of Korea and Japan; wood/timber logs. coal: to Japan; clinker: to Vietnam and the Republic of 
Korea). There are plans to stop coal handling for environmental reasons once present contracts with 
the government expire in late 1995. 



After receivir..g governmenc approval for lhc' jX)n·s opening 10 foreign flag carriers. cus1oms­
conlrol facililies are currcmly being ins1alled. Foreign ships were scheduled lo be serviced from 1994 
onwards. 

V ostochny/Nakhodka: 
1be opening of a new (:::second) coal lerminal in September 1993 douMed coal handling 

capacities of Voslochny Pon from 6 to 12 million ton.~. panicularly for exports lo Japan. including -
il is hoped - by di,·erting back coal handling from Rajin. A new fcnilizcr terminal is under 
construction with Gennan funding. Comtruction of a new com terminal (5.5 million tons p.a.) was 
under negotiation with a US company. Total pon handling was reported as having declined after the 
USSR break-up from 12 m;Uion Ions p.a 10 some 9 million tons p.a. a1 present. Major producas 
handled a1 the pon are woodchips (30 per cer.[ capacity use currentl~). sau-n timber/logs (50-80 per 
ccnl), metals (90 per cem) and coal. A container com;>lex is of major impo!'WlCe. 

Construction of a new commercial port lerrninal at r-..akhodka Pon is under planning. At present. 
1he pon handles mainly grain. metals. timber and general cargo and also encompasses a fishing pon 
and oil terminal. Zone authorities envisage a gradual extension of combined port capacities of 
Nakhodka/Vostochny over time from some 25 10 70 million tons per year. 

BORDER CROSSING F .\CILITIFS: 

Recent developments regarding the faciliration of border crossing within TREDA include: 

the !;Ompletion of a new customs building on the Chinese side at the SanhC/Hoeryong border 
crossing south of Longjin in August 1993. Negotiations were underway with lhe DPRK side on 
a bridge excension to also accommodace concainer traffic once the ongoing road e:<tension is 
completed; 

after opening lhe newly erected customs building at Chenglingze border slation in 1992. 
completion of the road control area was due in September i993; 

China and DPRK agreed co reopen an earlier border crossing point some 20 km west of Hunchun 
for both rail and road traffic; 

a general agreement was reported as having been reached between Russi:t ;m.j China at provincial 
level concerning the opening of an additional road border crossing at Fangchuan/Kilazan; 

the reopening of Tuen border crossing south of Hunchun on the road IO Fangchuan was rxpected 
to become effective soon. The border station had been clo$ed in 1982 due to lo'-" rraffic volumes 
nnmbermg some 600 border crossings annually. 

(ii) Special economic zones and industri31 estates 

The intended or actual insrallacion of various cypes of special economic developmt!nt zones and/or 
industrial sires together wi1h rhe eannarking of cenain preferred areas of invesrment has become thr, 
major desired mechanism for the industrial build-up within TREDA. parti:ul2rly on 1he Chinese and 
DPRK sides. In general. these zones are designed 10 primarily amact foreign capilal. technology and 
expercise. offering in exchange rax incentives. a tariff-free environmenr and low charges for land and 
labour. 

In CHINA. as a response to the ccnrr..I government's renewed emphasis on accelerating economic 
growth and reform. these special investment areas have increased c,msiderat>ly in recent years in 
tenns of both rype and number chroughout the country. Following the early set-up of five Special 
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Economic Zones and 14 open coasral cities 17 so-called E::.:.>nomic and T echoological Developmenl 
Zones and more lhan 50 N~w and High Tech Industrial Development Zones have been established. 
In addition to t!lcsc slate-level approved zones. provincial and local govemmcms benefiting from 
tendencies to decentralise adr.linistrative powers have progressively initiated the installation of 
induscrial development sites within their boundaries under different names. 

Major related developments to date within TREDA are the following: 

Yanji has been selected t;y the central government (i) as one of a total five ?ilot cities ~rked 
countrywide for refonn and industrial restructuring and (ii) as one of elevm pilot cities for the 
integration of science and technology/research and development into the ccoromy. Following this. 
a swe level-approved pilot Economic and High Tech Devclopmcnl Zone is und.!r preparation as core 
part of a 12 square kilometre Economic and Technological Dcvelopmcnl Zone. Activities in the high 
tech zone are expected to focus on the production of opcical fibre cables. automobiles. advanced 
building materials and various advanced aluminium products. Work has also commenced on setting-up 
two other industrial sites labelled as zones. i.e. llongguang Industrial DevelQPIDCnt Zone and Xin 
Feng High and New Technology Development Zone with projected areas of 12.3 and 1.3 square 
kilometres. respectively. Investment invited in there is to cover a wide range of activities including 
the further site or property development itself. inter :tlia in the fields of basic new materials. non­
ferrous IDC'.al processing. chemical engineering and electronics. 

A business and conuncrcial centre with an investment volume of Rmb 400 million and labelled 
as Northeast International City is under construction in the Yanbian Prcfccrure capital. The installation 
of tourism facilities in the fonn of a traditional Korean village surrounded by modem facilities (golf 
course. skiing centre. etc.) is aimed at with the eslablishment of the 17.3 square kitometre Mount 
Maocr Tourist Zone south of the city currently under design. Negotiations on a USS 110 million 
integrated cattle raising and beef project - the largest one with foreign participation ever approved by 
China·s Ministry of Foreign Trade and Economic Cooperation - as of August 1993 were nearing 
finalisation for investment in the Yilan Stock-raising Development Zone. 

The whole of the Tmnen area was declared an Economic and Development Zone in 1992 by the 
Jilin provincial government. In parallel. three sites w~re identified as major initial larget areas by !he 
city authorities: the Liangshui Exwrimcntal Arca for Economic and Technology Development. the 
Nanwaizhi export-processing area. and the tourism development area Riguangshan Mountain. 

Ha••ing been declaied an Economic Development Zone by the Jilm provincial government as early 
as 1988. the status of HunchlDI city was raised by the Slate Council co an open city (November 1991) 
and further to an open border ci:y (March 1992) as a means co support the increa5ingly busy and 
lucrative border trade business in this area. This statu3 which w2.s .tlso conferred co three ocher cities 
in the Chinese northeast is more or less identical with the cpcn coastal cities' status along the 
country·s south and southeast coastline. It entails the transfer of a number of state and provincial level 
administrative powers co the local government including in the areas of planning. investment, foreign 
economic relations and trade, che use of land as well as taxation. 

In late 1992 construction works started on the Hunchun Border Economic Cooperation Zone. 
located south-case of the old city area six kilometres off Chenglingze border crossing with the Russian 
Federation and with an envisaged early direct access co road and rail connections from and co Russia. 
Detailed plans have been drawn up to cover a 24 square kilometre planning developmem area by the 
year 2,000, one fifth of which will be developed in the first phase. Site preparation, such as the 
construction of roads. the installation of utilities etc. is underway and panly completed for a 2.3 
square kilometre initial area which will include a 80,000 square metres bonded warehousing facility. 
Overall. the border cooperation zone will be divided into several sub-zones, such as for agro~oriented 
and high te~h production. and will also comprise a multitude of service facilities. inter alia office 
buildings, schools, a hospital and 100 residential houses. Zone development i~ foreseen co materialize 
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in dutt stages: following the completion and full use of the initial industrial area ( 1993 - 1995). 
emphasis in stage two ( 1996 - 2005) will be placed on the installa1ion of the nonheast and southwest 
industrial zones. respectively. The gradU3l replacement of labour-intensive production processes by 
technologically innova1ive or high tech production lines is ailllCd at in stage thrc:c (from 2005 
onwards)_ 

In DPRK. the 621 km"! Rajin-Sonbong Free Economic and Trade Zone is designed t!> perform 
the rhrce functions of (i) an international cargo transit centre. (ii) a mainly export-oriented 
manufacturing processing centre. and (iii) of an international tourist centre. The transformation into 
the envisaged cargo transpo!'t hub is co be ~hieved by the continuous upgrading and substantial 
extension of transport networks and facilities (ports, roads, rail. airports). Export manufacturing 
activities arc expected to conccntrace on lighr including rcchnologically advanced indusrri~. and 
lourism facilities. such as hotels. camping sites. holiday resorts and other rccrearional insttilations 
arc inrended to be primarily located along the coastline nonh of Sonbong. 

The government plans 10 develop che Rajin-Sonbong Zone in three stages: 

(i\ SI.age one (1993-1995) is 10 focus on creating (i) the necessary infrastructural prccondirions to 
internationally establish the zone as a transit hub, with die bulk of investments channelled into 
Rajin. and (ii) a favourable investment climate. 

(ii) By che end of stage rwo (1996-2000) the zone is expected 10 be fully opera1ional and to have 
assumed the ro'e of an importanr nonheast Asian trade cenrre. Large-scale expon processing 
centres to accommodate specialised industrial production activities are planned to be established 
during th's period. and tourism development is expected 10 show some first resulrs. 

(iii) Only at 1he end of stage three (2001-2010) the zone is foreseen to have reached its final shape. 
By then the total annual pon handling capacity combined of Rajin. Sonbong and Chongjin Pons 
is planned to reach 100 million tons. up from 20 and SO million tons foreseen for the years 
1995 and 2000. respecrively. 

In 1he course of the zone's development population is thought to increase sharply; the government 
estirna1es the population in the Rajin and Sonbong urban areas to rise from the present 85.000 to 
150.000 by 1995 and to 300.000 by the year 2000. 

Plans of a mosrly rather general nature have been drawn up for a coral of nine industrial 
parks/sites co :,e located within the Rajin-Sonbong zone (see Table 14). In most of the cases. it is 
intended to follow-up with rhe detailed design once the needs and specific requirements of incoming 
investors have become clearer. 

The 4.600 km2 Nakhodka Free Economic Zone CFEZ) which became effective in January 1991 
so far remains the only special economic zone in the RUSSIAN FEDERATION's pan of TREDA. 
Located some 180 kilometres ease of Vladivosrok, it extends almost I 00 kilometres along the coastline 
of Vostok and Nakhodka Bays and comprises the cities \lf Nakhodka and Vostochny (300 km2; with 
a combined population of 200.000) as well as adjacent areas of Panizansky district including the city 
of Panizansk (4.300 km2; 30.000). 

Nakhodka FEZ is governed by a set of rules and regulations promulgated in several sreps over 
rime. These include the Law on Foreign Investment in the RSFSR, the Decree of the RSFSR Supreme 
Soviet and the RSFSR Council of Ministers on "Top-Priority Measures for the Development of the 
Free Economic Zone in the Region of Nakhodka. Primorsky Territory" of 23 November 1990. the 
Primorskiy Territory Regulations for the Free Economic Zone in the Nakhodka area. and the 
Presidemial Decree on "Measures for the Development of the Free Economic Zones in the Russian 
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Name l..oalioo Size (in b) Prefcrml focus of activity 

Sinhung Industrial Park bjin :?00 vuiooJS lip1 induscies. inltt alia. 
electric appliances. hgh1 electric 
goods 

Tonr;myong Swidard lndusirial Park bjin 20 shoes/tni!Yoear. daily necessities 

Changphyong Industrial Pm'. Raj in 60 ship ~ir. machinery 

Chonggye lndusuial Part Rajin City 20 prmenlS 

Paethak lndusuial Park Sonbong 200 electronics. auromaiioo 

Unpanr; Industrial Part Ungsang 2SO M>Od-processi.'IJ. bonded wardtouses 

K~ot lndusirial Part P..ajin sso oil refinery. peuuc:hcmicals. building 
(inc~ SunJri oil processinr; planl) malerials 

Hucbane Industrial Part bjin 200 lip1 machinery manubcture 

Honpi Industrial Park Honr;ui 180 automobile assembly. ar pans and 
ComponmlS 

Source: DPRK Comminee for die Promolioo of Exiernal Economic Cooperaiioo. Golden Triangle. Projects for lnves1111eru. 
The bjin-Sonbong Free Economic and Trade Zone. Pyonr;yang 1993. 

Federation" of 4 June 1992. As a result. the FEZ which is not seen as bearing any direct relation with 
TRADPrfREDA by the authorities is independently managed by an Administrative Committee formed 
by both the Nakhodka City and Panizansky Regional Councils. The Committee is the sole responsible 
organ for the elaboration and implementation of FEZ policies. the screening and approval of foreign 
and domestic investment proposals as well as the registration of businesses operating in the zone. In 
1993. central government credit amounting to Ru~les 20 million were earmarked for infrastructure 
development within the zone. 

The management considers as major future directions of zone development (i) the strenghtening 
of transpon infrastructure (Nakhodka. Vostochny Pon extensions. improved rail and air connections). 
(ii) the promotion of service businesses related to transpon and trade. and (iii) the anraction of "new". 
i.e. previously underdeveloped industries, especially in lighl manufacturing. electronics assembly. etc. 
Recent top priority plans and projects include the establishment of a Russian-US American industrial 
complex including the construction of a new container terminal alongside Pon Vostochny (175 ha); 
a Russian-ROK industrial complex/tcchno park near Pon Vostochny (330 ha) for the production of 
light consumer goods. farm equipment manufacture and assembly. etc.: an electric power plant and 
a new water reservoir to accommodate the needs of the industrial sites under preparation. In addition, 
as a means to improve the FEZ's accessibility b~ air, dual military-civilian use of the Zolot1ya Dolina 
military airfield 25 km off Vostochny Port was approved by the military authorities in 1993 and -
after upgrading/moderaization works - is due to become operational in early 1995. 

(iii) Investment promotion 

The imponant role to be played by foreign investment in TREDA as a means to secure the foreign 
capital needed for the envisaged industrial and infrastructural modernization and extension, the 
generation of foreign exchange through increased expon production as well as the influx of 
ted.nological and managerial knowhow has been acknowledged by all three riparian countries. 
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In line with cOUll[ry-wide policies ro further encourage invesanents from abroad and the ensuing 
existing legislation. Yanbian Prefec:ture has opened its doors widely to foreign investors. These arc 
invired (i) to enter into joint venrures with the whole or pans of the predominantly stare-owned 
enterprises advenised for foreign participation. or (ii) to establish wholly foreign-owned enterprises 
subject to certain specified conditions. or (iii) to engage in countenrade {or product buy-back) type 
of arrangements. particularly in the case of joint undertakings with investors from countries with hard 
currency sh~nages (DPRK. CIS. Mongolia, Vietnam. etc.). Reportedly. joint undertakings may also 
be established with private Chinese businesses since recently. Joint ventures proper may rake two 
fonns: 1

• 

(I) Sino-for.!ign joint venrures. also known as eguity joint venrures. are characterised by joint 
investment and management, with the risks, profits and losses shared by both/all partners of the 
joint venture. Mandatorily organised as limited liability companies, equity joint venrures should 
in general have a foreign parrner(s) share of not less than 25 per cent. There is no stipulation 
concerning the mactimum foreign share permitted. Investment may be in the form of cash. 
physical assets (such as factory buildings. premises, facilities, machinery equipment, tools. raw 
and semi-processed nwerials. components and pans. warehouses and other). industrial property 
rights, special technology as well as - on the pan of the Chinese investor - land-use righ~. Profits 
are shared according to the proportion of investment contributed by each partner in the registered 
capital. Equity joint ventures are governed by the Law of the People's Republic of China on Joint 
Ventures using Chinese and Foreign Investment. 

(2) Chinese-foreign co-operative joint vemures. also referred to as contracrual joint ventures, are less 
striccly defined by law and thus characterised by a higher degree of flexibility. simplicity. and 
ease of reaching agreement viz. an equity joint venture. The rights, liabilities and obligations of 
the various parties. including the investment composition. the distribution of profits and 
management responsibilities are set out in a contract. In most cases, the foreign party provides 
the capital. equipment. material and technology. while the Chinese party provides the land, 
premises including usable existing equipment and installations. workforce. material resources and 
a small amount of capital. The relevant legal base for this joim venture type is contained in the 
Law of the People's Republic of China on Chinese-Foreign Co-operative Joint Ventmes. 

The type and extent of incentives offered to foreign investors varies with the type of business. the 
field of investment and the location. According to state-le·1el legislation. expon-oriented and advanced 
technology enterprises located in special economic zones. the open coastal and border cities/zones 
generally enjoy the highest degree of preferential treatment, essemiaHy in the form of tax reductions 
and exemptions. These are complemented by additional. as a rule more favourable incentives granted 
at provincial level or below. Concerning investment in TREDA. the Jilin Province as well as the 
Yanbian Prefecture governments and practically all the rele•:ant city/zone auth('ritieshave promulgated 
such promotional schemes in the most recent past. yet some of rhem so far on a temporary or 
provisional basis only. 

Investment guides introducing these promotional policies with relevance for TREDA in varied 
format and detail have been published since 1992 by the governments of Jilin Province, Yanbian 
Prefecture. Yanji City. Tumen City. Longjin City and Hunchun City. Based on this infonnation Table 
15 provides a synopsis of the major incentives applied. As can be seen. the incentives are primarily 
related to various tax and fees reductions and exemptions as well as to preferential treatment in areas 
lik~ priority access to land or credit. the right of autonomous management or the licence- and duty­
free impon of the needed capital goods, raw materials etc. 

" Sec UNIDO, China. Toward~ Su~tainahlc lndu5!fial Growth. O•ford!Camhridge 1991, pp. IRR-IR9. 



State-level 
(State Law) 

Entemrise income tu 
Standard rate 30'JL 
Reduced rate fapon enterprises 

Tech advanced enterprises 
Investment in coastal open 
cities: 24 3 
Investment in special 
economic zones: IS'JL 
If in energy. 
communications. harbour, 
wharf or other encouraged 
area: \S'JL 

Exemptions If invt. period > 10 yrs 
Yrs. 1 +2 of profit·making:O 
Yrs. 3-S: half rate 
• If invt (i) in agriculture, 
forestry or animal 
husbandry. or (ii) in remote 
under-developed areas: 13· 
lS'lL reduction for 10 more 
yrs. 
• If .2:. 70'JL expon· 
produc1ion: half rate 
• If technologically 
advanced enterprise: half 
rate for 3 more yrs. 

Table 15. Forelcn lnveS(ment Incentives In China's TREDA 

Jilin Province Yambian Korean Yanji 
Autonomous 
Prefecture 

If invt. > USSIO mn lnvt. in Yanji Refonn and 
and in Open-Door Special 
(i) Infrastructure, basic Zones: IS% 
industries and resources 
(ii) Technical 
upgradation of existing 
enterprises 
(iii) 'Backbone' and 
'superior' industries 
(iv) Capital and 
technology· intensive 
industries 

15~ 

dino., if invt. period > If invt. period > 10 yrs. 
IS yrs.: another 5 yrs. Yrs I +2 of profit-making: 0 
exemption Yrs. 3-5: half rate 

If advanced tech enter-prise: 
Yrs. 3·8 of prolil·making: 
half rate. Thereafter: 109' 
If > 509' expon 
produc1ion: 109' 
If invt. in mvice ind. 
> Yuan S mn: 
Yr. I of profit-making: 0 
Yrs. 2 + 3: half rate 
If inv1. in infrastructure/ 
utilities and agriculture and 
invt. period > lS yrs: 
Yrs. l·S of profit making:O 
Yrs. 6-10: half rate 

Hunchun 

159' 

If invt. period > 10 yrs.: 
Yrs. l·S of profit-making: 0 
Yrs. 6·10: half rare 
If invt. .?, USS 3 mn 
Q.[ high·tech: 
Yrs. 1·10: 0 
If inv1 . .?, USS I mn in 
service ind.: 
Yrs. 1·2: 0 
Yrs. 3·S: half rate 
Thereafter, if > 509' upon 
production: half rate. 
Extension of exempdon 
period possible 

Tu men 

Wilhin zone1/she1: 
249' 
elsewhere: 30% 
In practice, general 
reduc1ion 10 1S3 

,..., 
~ 



Local income tax 
Standard rate 33 
Exemptions Discretion of provincial. If invt. period > 10 yrs. 

prcfectural and municipal Yrs. 1 ·6 of profit-
authorities making: 0 

High-tech enter-prise: 
Yrs. 1-11 of protir 
making: 0 
If ~503 expon 
production: 0 
If invt. in (i)-(iv) above: 
Yrs. 7-11 of profit-
making: half rate 
If invt. in agric. etc. or 
remote areas: 0 for 
unspecified time period 

C .muncrcial and industrial Exempted on expon May be reduced/ 
consolidated tax products exempted 

Individual income tax 
- wages and sah1ries S-4S3 S-453 

thereof foreign half rate half rate 
personnel 

- compensation for 20% 10% 
personal services; 
royahies;interest, 
di\'~ends and 
bourses;lease of 
propeny ;others 

If invt. 
period> 10 yrs. 
Yrs. 1-6 of profit-
making:O 
Thereafrer 
exrension c:f tu 
holiday. if 
• > 603 expon 
production 
• Tech advanced 
enteri>rises 
• lnvt in in-
frastructure, 
agriculture ,etc 

Exemption up to 10 yrs. 
possible 

Imported machinery, 
equipment, raw materials, 
etc. and goods for foreign 
staffs use: exempt 

(exemptions) 10% 

10 yrs. exemption 

Half rate 
if invt. in new and high t:ch 
areas: 3 yrs. ellemption 
During inilial period: funher 
reduction to "proper rate" 
negotiable 

Eiu:mption 

""' l:'o 



Reim·ested profits It' reinvt. for~ S years: If reinvt. for~ S yrs.: 
income tax refund up to Income tax refund up to 
403 of reinvested amount 503 of reinvested 

amount 
If invt. in (1)-(iv) ahove 
1003 refund, bo1h 
enterpri~e and local 
income tax 

toss carry -m·er S yrs. maximum 

Profit remittances Tax-exemp1ion 

Right of land use 40-70 yrs. 
LanJ use fee Y O.J. JO/m1 p a. 

For export and tech. 
advanced enterprises. 
(i)-(iv) above: 
Yrs. l·S: 0 
Yrs. 6-10: half ra1e 
If invt. in agric. etc. or 
remote areas: 
uemptiun/ 
reduction fur 
unspecified time period 

Real estate tax 
· building value 1.2% Exempt. for expon 
. \anJ value 153 tc..:h. allvan..:ed 
· jl•intly on building 1.83 en1erpri\c:s and (i}-(iv) 

aml lam! value 

Vehide licence plate tax Y 0. J - 80 per mun1h 
ace. to ca le gory /tonnage 

If reinvt. for~ S yrs. and 
eii;pon or advancell rech 
enlcrprise: Income lax 
refund up 10 1003 of 
reinvested amount 

S yrs. mu.i111um 

tu·Cltempt fnr eltpon and 
advancell tech enterprises 

Half ra1e for Y O.l·l2/m1 p.a. 
cxpun and tech. Yrs 1·10: 0 
advanced All 1 anced tech en1erprises :0 
enterprises umil 
1995 

S yrs. minimum reinvt. 
period: 
Income tax refund up lo 
603 of reinves1ed amuum;. 
If upon or high tech 
ventures: 1003 refund 

S0-10 yrs., ex1ension 
possible 
Yrs. 1·10:0 

Eltemp1 (unles5 I transpona1 inn business) 

S yr~. minimum 
reinvt. periocJ: 
Income 1u refund up 
10 403 of reinves1cd 
amounr; 
If productive or high 
tech venture: 1003 
refund 

S yrs. muimum 

SO· 70 yrs. 
Y 0. I ·21m1 p.a. 
If in selected 
zones/sires: 
reduc1ion; 
tr inv1. period > 20 
yr~.: exemp1ion afler 
yr. 10 
If high 1ech. invt.: 0 

...., 
y, 



Other Exempt from payment of Priority access to use of Customs tariff eltemptions 
cenain subsidies to staff and land, shun- u::m1s bank and reductions 
workers; priority access to loans 
utilities,transponation and 
communication facilities, 
shun-term bank loans; 
Direct exponing by 
enterprises permitted. right 
of autonomous enterprise 
management; 
Licence-free impon of 
machinery. equipment, raw 
materials, etc. ·-

Source Provisions of the State Preferential Provisions Temporary Temporary Provisions of the 
Council of the People's of Jilin Province for Provisions for Government of llunchun 
Republic of China for the Encouragement of Fo~eign Economic Cily on Preferential 
Encouragement of Foreign Foreign Investment (27 Relations Treatment in the Ecor.omic 
Investment (22 Oct. 1986). Oct. 1992) Development in Cooperation Zone 
Income Tu Law of the Yambian Korean 
People's Republic of China Autonomous 
for Enterprises with Foreign Prefecture 
Investment and Foreign 
Enterprises (July 1991) 

Sour1.:e: Jilin Province Foreign Economic Relations Bureau (1993); Foreign Economic Relations and Trade Commission of Yanbian Korean Nationality Autonomous Prefecture (1993); Yanji City Economic 
Development Zone Administration Committee (n.y .); The Hunchun People's Government (1993); Tumcn City Government (1992); UNJDO, op. cit .. 1991, i'I'· 194-200. 

i...i 
0-
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While state-level stipulations offer tax rebates primarily to export-oriented enterprises and 
technologically advanced enterprises located in the various special zo~ as well as for investments 
in certain specified sectors (such as energy and communications), provir.cial and city rules enlarge 
this !isl of investment fields eligible for preferential treatment. Jilin Province. for instance. includes 
investments in (i) infrastructure and basic industries, (ii) the upgradation of t:xisting enterprises. (iii) 
s<Xalled "backbone" and "superior" industries. and (iv) capital and technology intensive industries. 

In ~sence. practically most if not all investment with foreign panicipation in TREDA is entitled 
to the preferential 15 per cent enterprise income tax rate rather than the standard 32 per cent rate. 
Depending on the sector of investment. exemptions apply for up to five years of profit-making with 
half rates offered thereafter ur to a maximum of the tenth profitable year, or indefinitely to export­
oriented enterprises meeting specified export shares. 

Other salient features include exemptions from and/or reductions of local income tax, the VAT­
type commercial and industrial consolidated tax, panial or complete income tax refunds for 
reinvestments. and tax-free profit remittances. Moreover. according to provisional Jilin provincial 
rules rewards amounting to between 1 and 5 thousandth of the foreign capital invc:sted are granted 
to intermediaries introducing capital from Hong Kong, Macao and Taiwan Province of China. 

While the aforementioned sununarises the available incentives on the basis of written 
documentation, there are also indications of a cenain scope for funher (downward) negotiations 
concerning the terms and conditions of individual investment contracts. Also, in the light of past 
experience that agreed export shares were frequently not met in practice. Jilin Authorities claim to 
have abandoned any requirement to specify export targets in joint venture contracts since end-1992 
while the encouragement of expons is maintained in more general terms. Eventually. as a means to 
facilitate foreign investment approval procedures, the Jilin Provincial Commission of Foreign Trade 
and Economic Cooperation has authorised the Yanbian Prefecture as well as all city governments to 
approve applications for investments up to USS IO million. Reporting duties. however. have to be 
observed and investments above the USS 10 million ceiling continue to require state-level approval. 

The promotion and thus attraction of foreign investment is at the very heart of the Rajin-Sonbong 
Free Economic and Trade Zone concept. With the Rajin-Sonbong foreign investment legislation 
showing many similarities with the Chinese stipulations. foreign capital is welcome in the form of 
equity joint ventures. contractual joint ventures and - unlike elsewhere in DPRK - of wholly foreign­
owned ventures. Investment is particularly invited into a number of priority industries including 
infrastructure. generally described to encompass 

high or modem technology industries; 
the production of goods which are in great demand or highly competitive internationally; 
industries aimed to upgrade equipment and technology applied by existing enterprises; 
the modernization and expansion of the present infrastructure; 
activities related to mineral resources development and exploration; as well as 
service industries. 21> 

In turn, polluting industries unless equipped with high standard "clean" technologies and industries 
endangering national security will be banned from any foreign involvement. 

In September 1993 the government published a list with details on some 90 investment projects. 
covering transport and communication infrastructure (with 19 projects), tourism including services 
(4) and industry (67). Total investment needs for the latter have been calculated to amount to USS 

lll DPRK Comminee for 1he Promolion of Ex1emal Economic Coopera1ion. Golden Triangle Rajin-Sonbong. op. cit .. p. 2S. 
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3.6 billion. USS 1.5 billion of which alone assigned for modernizing and ex.cending che Sungri oil 
processing plant. Ocher major ad\'enised invescmenes include che assembly of annually 50.000 trucks 
(USS 380 million total investment). che production of 100 million integrated circuits (USS :?.:?O 
million) and of 100.000 motorcycles (USS 100 million). The remainder is made up of a variety of 
household consumer goods. food processing and electrical/electronics industries. ;i 

The incentives offered co foreign investors mainly consist of a preferential 14 per cent corporate 
income ca"< rate which may be funher reduced in special cases. cax holidays. tax L:e profit 
remittances as well as preferential access to land lease (up to a 50 years maximum) and credit (Table 
16). Wirh regard to the published fees. rents and other charges applicable in the zone the authorities 
do see room for downward adjustments on an individual basisY Moreover. one-stop investors' 
services are planned to be provided by the Rajin-Sonbong Developmenc Promotion Centre to be 
established in Rajin and currently at an advanced stage of design. International advenising of the zone 
was initiated in early 1993 with a so far rather small number of investment promotion seminars held 
inter alia in Finland (March). Switzerland (May). Guangzhou/China (June). Germany (May. 
September) and Austria (November). 

Tahir 16. Pnfttftdial tautioo in the Rajin-SoabC!ac Frtt Economic and Trade Ana 

Corporate income !<Ill Tu; rate 

Sundard rate 

. elsewhere in DPRK .'.!.53 

· wichin zone 1-J'i 

Reduced rares for spo:ially encouraged enterprises 4-133 

Exemption 

Years I· 3 of profit generatmn 0 

Years 4-5 of profir generation up 111 SO'k reduction 

E:uension possihle for infrastrucrure mvesunenrs 

Source: DPRK Commitrec for the Promotion of Ell!emal Economic Cooperauon. Golden Trnmglc. op. cir.. p. 31. 

With regard to Primorskiy Territory. foreign investment is assigned a crucial role in the initiated 
economic. resrructuring by governments ar all levels. Investment is invited in the form of joint 
ventures. wholly foreign-owned enterprises in cenain cases. subsidiaries and affiliates of foreign 
ventures set up elsewhere in the country. and representative offices. Joint ventures with paid-up 
capital up to Rubles 100 million must register with the Primorskiy Territory Government or - in the 
case of Nakhodka FEZ - the Nakhodka Zone Administrative Committee. respectively. Investments 
above Rubles J 00 million need to register centrally with the Russian Agency for International 
Cooperation and Development in Moscow. Registration marks the end of successful negotiations 
betwec:n interested foreign investors and potential local panners in the course of which advice is 
normally sought from local law/legal service companies concerning the respective invettment 
regulations. procedures and documentation requirements. Jn view of the absence of any central foreign 
investment promotion or coordination office at Territory government level, little involvement of the 
latter appears to be witnessed at the identification and preparation stages of foreign investments. No 

11 For derails. refer 10 anneit rahle A-6. p. 73. 

.. A detailed lisr of fees. ren!s and charges levied in rhe Rajin·Sonhong zone i~ reproduced as annex B-11. pp. 78-83 
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foreign investment guides or brochures - again. with the partial exception of Nakhodka FEZ - have 
been made available to date. In this context. mention was made to the UNIDO mission of the 
presently parallel existence of different investment rules for different locations/sub-regions. As of the 
ume of the mission there were. however. plans to set up a Division for Investment Promotion within 
the Primorskiy Territory government as well as an Investment Promolion Office as major 
implementing arm of FDI policies. 

While the existing legislative acts related to foreign investors provide guarantees against 
expropriation and other forms of government interference. non-discriminatory treatment of foreign 
vis-a-vis domestic investments. free remittance of after-tax profits etc .. there appears to be scope for 
the fine-tuning of individual investment modalities. Companies with a foreign share of at least 30 per 
cent are entitled to certain tax privileges such as reduced tax rates on profits (7 per cent payable to 
the national budget. plus a maximum 1 per cent to Nahhodha/the Panizansk region) after a five year 
exemption period from any ta.'t expires.!J Elsewhere in Russia. the tax rate for foreign investment 
ventures. state enterprises and private enterprises is 32 per cent. 

:• Cf Regulation~ for rhe Free Economic Zone in rhe Nakhodha area. Pnmorye Territory. quoted from Nakhodha FEZ 
Adminis1ra11ve Comminee. Prmpect Digesr. Special Issue of "Nakhodkinsky Prospect" Newspaper. Nakhodha 1993. Jl.7. 
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I\'. INDUSTRIAL DEVELOPl\IE.''T IN TREDA: ACIUEVEMENTS, KEY CONSTRAINTS 
AND MAJOR omoNS - AN ~~MENT 

I. Achievements 

In the light of lhe preceding stocktaking with regard to the present shape of the industrial sector 
and industrial production in TREDA as well as to some major features of the relevant industrial 
strategies and policies pursued in the three riparian countries. in the following an assessment is made 
of recent achievements. major constraints znd future options in the field of indusrry. 

The evidence derived both from wrinen infonnation and - ever more so - from the mission·s 
personal observations in TREDA clearly reveals different speeds with which the industrial build-up. 
moderniz.ation and/or extension in lhe target area is currently taking place. This is primarily caused 
(i) by differences in the basic attitudes on lhe pans of policy makers at different levels concerning the 
role to be played by industry within TREDA and TRADP in general. (ii) by the varied nature. scope 
and design of individual policy measures and initiatives taken so far. (iii) by rhe different perceptions 
on the side of business people as to the (industrial) development and business potential of the locations 
in question. as well as (iv) by the different types of constraints to be witnessed in the three countries 
which need to be addressed if industrial progress is to be achieved. 

As shown above. given the whistoryw industry is already looking back on within TREDA the 
major general challenge policy makers face in the three riparian countries alike with respect to 
industry is not co start its build-up from scratch. While it is true that industry has at best played a 
minute role in the core TREZ area. cndustrial production in the Vladivostok/Nakhodka. Chongjin and 
Yanji areas has for a long time assumed major economic importance. Thus. the major general 
challenge currently is industrial restructuring with a view (i) to reorienting the sa."tor to actual demand 
in both local and international markets. particularly in favour of the long neglected light industry 
branches. and (ii) to improving the quality. efficiency and productivity of production. inter alia 
through technical and organisational/managerial upgrading. These needs are to be acknowledged and 
adequately reflected in the three country's industry-related policies quite independently from the 
precise fonn and modalities of a continuation of TRADP if industry is to be assigned a leading role 
as a future employer and income generator_ 

In general. while the continued panicipation to date of lhe riparian countries in TRADP and 
ensuing hopes to benefit from joint - or at least coordinated - action can largely be seen as an 
achievement in itself. this does not necessarily imply identical aspirations and expectations on the part 
of all countries. Rather. views vary among and even within the individual countries. The Chinese. 
for instance. are clearly in favour of simultaneously boosting industry and the region·s emergence as 
a major Nonheast Asian transpon hub; they rely on an increasingly open border regime and are eager 
to get access to the Sea of Japan. preferably through a river pon of their own. DPRK articulates its 
keen interest to open up the IUjin-Sonbong area as a means to impon much needed capital and 
technological knowhow. The Russians put emphasis on industrial restructuring in the Vladivostok area 
with a view to considerably enhancing the role of the service sector. The attraction and establishment 
at large scale of new industries in the southern tip of Primorskiy Territory is clearly rejected. Current 
developments in TREDA with Russian involvement appear to be largely business/market driven and 
much less policy-induced. 

While overall industrial achievements to be observed throughout TREDA in the recent pa~~ remain 
limited. progress cannot be considered negligible. As summarised below. this statement holds 
panicularly with respect to foreign investment and border trade development. Also. some moslly local 
(private) business driven moves to enter into cro~s-border activities only represent first signs of an 
emerging subregional industrial coopc:rauon and integrarion pattern. There is. however, ample 
evidence that as of now the mosr dynamic developments are taking place or at least have been initiated 
on the Chinese side. This is also reflected in high growth rates for 1993 of GNP and indumial output 
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in both Yanbian Prefecture (9.1 and 10.4 per cenl. respectively) and Jilin Province overall ( 10.3 and 
18.8 per cenl. respectively). Progress on the DPRK and Primorsky sides is more limited. 

(i) Foreign investment 

One indication is the sharp rise of foreign investment approved by the Chinese authorities in 
Yanbian Prefecture. In view of the presently rapid changes (which is in line with the strong increase 
countrywide). the figures presented below only convey a snapshol information: 

Tablit 17. Fartjn diRd ianstwat iD \'aabiaa Pre&c111tt 

a) By llmllber aad iaYalmnlt ..a-. 1990-19-Jl (accwbt~) 

Year No. of joinl vcnwn: T ocal invcsunem Foreign invcstment componeru 
approvals in million USS million USS ~ shan: of l«Ul invl. 

1990 39 32.2 13.2 41.0 

June 1993 355 391.0 185.0 47.3 

Au!USl 1993 371 406.0 193.6 47.7 

b) Bv counmn of Grima. as of Aamst 1'9l 

Country No. of joint vmrun: ~ shan: of total Coulllry No. of joim lienrun: 'Xi share ot lOlal 
approvals aoorovals 

Republic of Korea 161 43.4 SingilpOre 4 I.I 

Honi Kor.g 87 23.S Macau 2 0.5 

Japan 37 10.0 Thailand 2 0.5 

Kon:a.DPR 20 5.4 Australia I 0.3 

USA 19 5.1 Germany l 0.3 

Taiwan 16 4.3 Indonesia I 0.3 

Russian Fcdera1ion II J.O Malaysia I 0.3 

Canada 1 1.9 Philippines I O.J 

TOTAL 371 100 

c) Bv sectors 

Sector No. of joml ven1ure approvals' Foreign investment component" 

abs. 'I share abs. 'Xi share 
(million USS) 

Agriculture. fores1ry and 1 2.0 4.07 2.1 
husbandry 

lndus1ry 274 77.2 148.70 76.8 

Service sec:ror 38 10.8 20.33 10.5 

Real estate 14 3.9 7.36 3.8 

Commerce I 0.3 2.46 1.3 

Other 21 6.0 10.71 5.5 

TOTAL 355 100 193.63 100 

a A~ of June 1993. 
b As of Augus1 1993. 

~: Yanbi.in Prefcc1ure Go11emmen1 
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Staning with a mere three joint venture approvals in Yanbian in 1985. rhe accumulated number 
grew from 39 in 1990 through 61 in 1991 and 212 in 1992 10 reach a rotal 355 and 3 71 venrures 
as of June and early Augusr 1993. respectively (Table 17). The tolal contracred invesunenl 
amount rose almost lhineen times since 1985 reac!ting USS 406 million. The August 1993 foreign 
investment component amounting 10 almosr USS 200 million was almost fifteen times the 1985 
figure. reprcsenring 48 per cem of the toral invesunenl amounl. 

In rerms of numbers. more than three quaners of the joim ventures were concluded with investors 
from only three countries. i.e. the Republic of Korea which accounts for 161 projects or 43 per 
cent of the total alone. Hong Kong with almosl a quaner and Japan with another ten per cent. The 
absence of language barriers. cultural affinities with the Yanbian popularion and low wage levels 
clearly contribute to the high degree of attractiveness which the area enjoys with ROK investors. 
Investors from the neighbouring TRADP panners. DPRK and the Russian Federarion. accounl 
for 5 and 3 per cent. respectively. A notable numb~r of contracts has also been approved wirh 
panners from the USA and Taiwan Province of China. while other Asian or European counrries 
are only about to enter the scene. 

The breakdown of joim venmre approvals by sectors reveals a clear focus on indusuy which 
absorbs more than three quaners of rhe rotal. borh in renm of numbers and of rhe foreign 
inves1men1 componenr. followed by rhe service secror with ~ome 11 per cent. 

The eleven largesr foreign direcr investments approved for esrabtishmenr in Yanbian Prefecrure 
toge1her make up for roughly IO per cent of the toral Yanbian figures. both in temlS of the contracted 
total investmem and the foreign investment component. thus reflecring a rather balanced size 
s1ruc1ure. In these companies seven of which are concluded wirh parmers from rhe Republic of Korea 
rhe foreign share in the respecrive IOtal invesunenr varies from 17 per cenl (Russian partner) to 100 
per cent (Japanese partner) c.nd averages at around 44 per cent (Table 18). 

A look at the geographical distribution of foreign investmems shows the emergence of Yanji and 
Hunchun as prime locations: 

As of June 1993. roughly half of all joint ventures approved in Yanbian Prefecture were to be 
localed in Yanji alone. accounting for 42 and 45 per cent of rhe contracted total investmem and 
coral foreign component, respectively. Again, with a share of nearly 80 per cent invcstmems are 
mainly targeted at industry. 

A number of foreign direct investment projects are at various stages of preparation. Inter alia. 
negoriations were reponedly nearing completion in August 1993 with a ROK panner on the 
construction and operation of a USS 110 million animal husbandry farm project foreseen to raise 
230,000 cattle with 60,000 slaughterings and 13.000 tons of beef producrio;l per year. Potential 
for an enlarged co-operation with ROK investors is also seen in thP. already started production of 
building materials. For instance, the production of porcelain bricks raken up in August 1993 is 
scheduled 10 increase i1s annual output to 800,000 and 1.5 million square meters (?) by 1994 and 
1995, respectively. The production of in-house bricks. indoor plastic windows and high-standard 
cemen1 in several ventures is being negotiated and/or desired. Negotiations are also ongoing with 
KIA of ROK concerning invesrment into the manufacture of automobiles; a prefeasibility study 
is said to envisage an annual outpl!t of 100,000 cars. 

Hunchun as of mid-1993 had anracted some 20 per cent of foreign direct invelltments in Yanbian 
Prefecture. Of the 70 joint vemures approved (end-93: 92) 55 with partnerc; from eight countries 



No. Name 

I Xian Xing New Building Material Co. 

2 Yanji Er lie Pottery Co. 

3 Yanhian Jintian Wood Pruduca Co. 

4 Sheng l.ong Fl.x Spinning Co. 

5 lielong Mineral Water Co. 

6 LongjinJ Long Qin Edible Oil Co. 

7 Yanmo WeldinJ Material Co. 

8 Yanbian Korean Ginseng fo('Kl C"o. 

9 Wang Qing Evergreen Towel Co. 

10 Yanji Ahegn Sheng Co. 

II Yanji Zhen Wei Plaslic Packaging Co. 

• As of AugU\I 1993. 

Source: Yanbian Prefecture Go,·emmcnt. 

T11blt 111. l.arHst fnrdcn direct !nmtmtnh ht Yanb!an Pnfrc;ture' 

Total invemnent 
Foreign parrncr Product (USS million) 

Repuhlic of Korea Wall paper/Pl'C' 7.9.5 
11ipe/PUC' pipe 

Rcpuhlic of Korea Pouery hrkks 5.4'1 

!long Kong W1Kld proccssin1t 3.92 
prc'Kluct~ 

Japan 1~1a11 spinning 392 
prtlduct5 

11111111 Kong Mineral water U.5 

Repuhlic of Korea Edible ntl J.46 

Ru,sia Welding rmucrials 3.09 

Repul.lic of Korea Ginseng tea/ 2.S7 
condensed ginseng 
liquid 

Repuhlic of Knrc:a Towels 2 . .52 

Reruhlic of Korea Laser disk~/ 2.42 
cJ isinfectant 

Repuhlic of Korea PIHlic pa~·kaging 2.10 
rrc'Klucu 

Fnrei1tn 
invc:\lment 
component 

<llSS 111i!li11nJ 

4.7.5 

1.90 

l.J) 

3.92 

1.24 

1.46 

0 . .51 

0 .54 

0.811 

14.5 

106 

Contract period 
(ye;m) 

20 

10 

10 

20 

10 

7.0 

10 

10 

12 

30 

20 

~ 

""' 



had been registered by August 1993 wilh a total regislered capital of USS 88.9 million of which 
lhe foreign componeru was USS 32.4 million. Half of lhe registered ventures are in indusuy. 

As of August 1993. a series of seven joinl venture projeclS. primarily in food processing and 
various light manufaclure. were under negotiation for establishment in the Hunchun Border 
Economic Cooperation Zone with a foreign investment component of a total USS 108 million. 
Further 13 ventures were being advertised for investment as priority projcclS. representing a Y 
780 million total investment amount (see Table A-4). By March 1994. 44 joint ventures were 
approved (lhereof 22 in manufacturing) four of which as wholly foreign-owned units. 

The increasing anraction of Hunchun as a promising trade and investment location is also 
reflected 

(i) in high double-digit growth rates recorded for gross industrial output in 1992 (24 per cent) 
and 1993 (31 per cent; preliminary); 

(ii) in the recent establishment of 369 representative offices of enterprises largely from Jilin 
Province (ca. 150) and other Chinese provinces (ca. 200). but also of foreign companies 
( 19). such as from Hong Kong. the US, Macao. the Russian Federation and DPRK; 

(iii) in an expanding stream of foreign visitors seeking information about investrnelat opponunities 
and facilities in the zone; more lhan 9,000 domestic and foreign delegations comprising some 
47.000 persons were reported to have visited Hunchun for this purpose until July 1993; 

(iv) in the rapidly changing face of the Hunchun downtown area where a whole series of tall (up 
to 20 storey) office and commercial buildings presently under construction with capital from 
external sources will distinctly change the city's shape within the near future. 

With around 20 joint ventures each having been approved for establishment within the boundaries 
of the areas of Tumen and Longjin foreign investors· interest in these locations so far has been 
less pronounced than elsewhere. Important joint ventures in Longjin relate to the production of 
ginseng, lealher shoes. woollen sweaters, and of energy conservation tubes. Another five ventures 
including one in timber processing were reponed to be under negotiation. Joint venture contracts 
at finalization stage in Tumen include the badly needed con.c;truction of 1wo four-star hotels, one 
of which with a Hong Kong investor. 

While joint vemure approvals clearly need to be distinguished from their actual establishment and 
the stan of business operations. no clarity was lo be obtained on 1he latter.~ It should, ho"" ever. be 
a safe statement lo assume the implementation of a rather limiled though not insignificam number up 
to the present. The commencement of construction activities and/or production appeared imminent 
in a larger number of cases, panicularly in Hunchun. The few joint venture establishments visited by 
the mission were all l~oking back on a rather short period of existence, such as a g:mnent 
manufacturing venture (set up in March 1992) and a plastics manufacturing company (since April 
1993) in Tumen City, as well as a knitting factory in Hunchun (since July 1993). Subsequent to the 
mission, three joint ventures have become operational in the Hunchun Border Economic Cooperation 
Zone (production of socks; interior decoration; sliding doors) with a combined foreign capital input 
of less than USS I million. The zone authorities expect SO per cent of the approved joint ventures to 
have :;et up or commenced construction of their factories by end-1994. 

According 111 informa1ion received after comple1in1E 1he pre.~en1 report. u1ili1ed foreign 1nves1mc:n1 in Yanhian 
Prc:fc:c1urc: am.1untc:d 10 a 101al USS ~S million in 1993 after a mere USS 3.6 million the yc:dr hefore. 
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As to foreign investments in the Rajin-Sonbong Free Economic and Trade Area no industrial 
joint venture agreements were reported as having been concluded by the time of the UNIOO mission. 
Negotiations with a number of potential investors from several countries were. however. referred to 
as ongoing. 

With the opening of the region to the outside world foreign investment inflows into Primorskiy 
Territory have witnessed a sharp increase in recent years. Within a three year period. the number 
of equity joint ventures had grown from 24 to 364 by June 1993 with a foreign paid-up capital 
contribution of some USS 208million (table 19). However. with the Nakhodka Free Economic Zone 
hosting some 75 and 60 per cent of the total in tenns of numbers and of paid-up capital. respeeiively. 
foreign investments display a high degree of geographical concentration. Consequently. the structural 
pattern of investments (countries of origin. sectors of activity) shows little difference beetween 
Prirnorskiy in total and Nakhodka FEZ (tables 19 and 20). The listing of foreign investmen~ is 
headed by China. Japan. the USA. Hong Kong and the Republic of Korea which together account for 
80-90 per cent of the total in terms of both project numbers and foreign in-paid capital. In tum. 
investors from Europe so far assume only a marginal role. With regard to project numbers. China 
emerged as the single most important country of origin (54 and 44 per cent share in Primorskiy and 
Nakhodka FEZ. respectively). while Japan takes a clear lead as to the foreign investment amount (32 
and 53 per cent. respectively). 

Tabk 19. Foni!ll direct innstment in Primorskiv Trrritorv 

a) Swnber of ~uity joint v'ntures DY« tiaw 

Yc-.1r No. of ioinr \'Cnturcs 

1990 :!4 

1991 1:!7 

1992 :!47 

1'6'1993 364 

memorandum ncm: 
forcif,!n paid-up capnal rotal US S20!1 4 million 

b) Sumber of 'quiry joint nnrurts by countries of orifin, as per I JuM 1993 

Counrry of ongm Numllc:r Per ccnr Forciim p;iid-up Per ccnr 
nfTnral capital HISS '000) of Tnral 

PR Chma 197 54.1 27.221.6 13.1 

fa pan 41 II 3 6.S.979.8 31.7 

USA 33 9.1 48.729 3 23.4 

Hon11 Kong 30 8.2 4,.583.4 2.2 

Repuhlic of Korea l.S 4.1 7 . .5:!4.0 J.6 

Germany II 3.0 467.0 0.2 

Singapore 9 :u 300 0 0.1 

Taiwan Province nf China s 1.4 1110.0 0.1 

DPRK ; 08 10 . .S 0.0 

Olher :?O .S.S .SJ.3791 2.S.6 

TOTAL 364 100 20R.374.7 100 

~: Pnmnr~kiy Terruory Governmenr. 
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Tzbk 20. Fonicn in\·t'5bnmt in S:akhodla Frtt Economic Zoar, as pn I Juh· 1"93 

:a) By type or invrstmml 

Tvllt" Number 

Joint vcniures llJ 

Wholly fon:ign-owneJ enrcrprises 4.5 

Subsidiaries :and :affiliates of foreign veniures located 94 
llUlSide FEZ Nakhodltil 

Rqirescmative offices 19 

TOTAL 271 

bl By couatry of' oriciD 

Country of origin Number PcrccnQge Foreign Jnid-up PercenQge 
caniQI iUSSI 

China 119 ·'3.9 15.624.1 12 . .5 

Japan 38 14.0 66.086.8 .52.9 

USA 23 8 . .5 25.819.9 20.7 

Hong Kong 23 8.5 2.101.3 1.7 

Republic of Korea 12 4 .. S.628.0 4.5 

Tai,.cn Prnvmce of China 6 :!.1 100.0 00 

Singapore 4 1.5 300.0 0.2 

Germany J I.I 167.1 0.1 

Canada 3 I.I S02.0 0.4 

DPRK 3 1.1 10 . .5 0.01 

Switzerland 3 II 37.2 0.03 

Norway ::! 0.7 4.395.0 3 5 

New Zealand ::! 0.7 100.0 0.1 

Grear Britain 3 I I .... 
Finland 3 I I 

Hungary 2 0.7 

Kazakhsran ' 0.7 -
l . .;11via 2 0.7 

Panama 2 0.7 

Spain 2 0.7 

Sweden 2 0.7 

Vietnam 2 0.7 4,032.6 

Argentina I 0.4 

Ausrria I 0.4 

Cayman Islands I 0.4 

fa1onia I 0.4 

Israel I 0.4 

haly I 0.4 

Lu~emliurtz I 0.4 

Nerherlands I 0.4 

Serbia 1 0.4 

I" TOTAi. :!71 100 124 904.S JOO 
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c> By sector or actMty 

:SC.:1or of activity No. of forei~n invesnncnis 
I~ ll lotall 

Agriculrure 17.:? 

of 11•hich timber 5.7 

Consumer goods. 1:a1ering services 18.:? 

Transpon 9_.i 

Tourism 7_0 
9.4 

Technological equipment 

of which computers 0.8 

Construction 8.:? 

Commerce n.s 
Other services 10.8 

of 11.ilich 

- ITIO(orvchicle servicing :?.5 

- advenising. information. marketing 4.5 

- engineering cor.sillUncy 1.4 

- software doelopmcm 0.4 

- legal services 0.4 

- foreign trade services LO 

· O(her 0.6 

Source: Nakhodka FEZ Adminis1ra1ive Commiucc. 

The areas of investment extend over a wider range of activities. as is revealed in a sectoral break­
down available for Nakhodka FEZ. About a quaner of all investments are related to manufacturing 
activities (consumer goods. technological equipment). Other major activities are reponed for 
commerce (some 24 per cent). agriculture including forestry/wood processing ( 17 per cent). as well 
as for transpon :ind construction (Table 20c). 

Only a small number of foreign investments are under operation in Khazan District so far. For 
instance. two of the three shareholders of the East Base Fleet of Russia for Catching and Processing 
of Seafood Joint Stock Co. in Zarubino are Russian-foreign joint venture undertakings with partners 
from ROK (Pacifico) and Vietnam (Dalsiprico). respectively. Shops and restaurants with Chinese 
panicipation from Yanji were reponed to be under construction in Zarubino. In general, however. 
foreign involvement to date appears to be largely limited to the extension of infrastructure (road, rail, 
port facilities), particularly by available Chinese labour. 

(ii) Border trade deve!opment 

Given the large untapped potential of TREDA for increased trade relations among the riparian 
countries on the one hand and with international markets on the other hand, the progressive opening 
up of borders together with the facilitation and promotion of trade flows has been identified as the 
key element under TRADP from the very beginning. Consequently, the establishment of free trade 
zones within TREDA has been acknowledged by all sides as one of the major instruments towards 
achieving this obj~ctive and therefore received priority attention up to the present. Any intensification 
of trade relations will contribute to putting the overall economic relations on a more stable basis 
thereby strengthening the foundation for the more ambitious TRADP components. By generating 
demands for the continuous build-up and upgradation of the necessary trade-related infrastructure (in 
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physical as well as policy including legal terms) it will also foster the envisaged economic integration 
across borders. 

Intra-subregional as well as third-country trade of TREDA has to be developed from a minimum 
basis. As has been well established by the 1992 ITC trade study conducted under TRADP. the 
riperian territories are characterised 

(i) by a low overall trade orientation compared with the Asian standard and thus a low integration 
into the international division of labour in general, with estimated export ratios of 9 per cent for 
Jilin Province, 7 per cent for DPRK and 5 per cent for Primorskiy Territory; and 

(ii) by internationally equally low shares of intra-subregional trade accounting for some 6-7 per cent 
of the respective total trade figure.:!S 

While a detailed analysis of trade developments in 1992/93 within TREDA is beyond the scope 
of the present report. the scattered infonnation received during the field mission leads to the 
conclusion of the initiation of a rather significant increase of bilateral Sino-DPRK and Sino-Russian 
trade flows. However, in spite of earlier central government decisions in China and the Russian 
Federation to put their countries' foreign trade on a hard currency basis, a large share of trade within 
TREDA continues to be effected as barter trade. 

According to Yanbian sources, with an estimated total of USS 443 million in 1993 Yanbian barter 
trade with DPRK and Russia (imports and exports) surpassed the 1992 figure (USS 266 million) 
by two thirds and almost quadrupled when compared with 1991 (USS 112 million). 

Trade with DPRK and Russia accounted for 71 per cent of Yanbian's total in the first half of 
I 993, thereby surpassing the previously dominant role of Dalian in Liaoning Province through 
which most of the remainder was being channelled. 

At the level of individual border crossings no reliable figures could be secured; yet the picture 
appears mixed. Increases in the freight tonnage handled from January until June 1993 compared 
with 1992 were reported for the Tumen/Namyang (plus 30 per cent) and Sanhe/Hoeryong (plus 
JOO per cent) border crossings, while the 1993 figures indicate no change for the Chenglingze and 
Shatuozi/Saebyol crossings. In value terms, however. Hunchun authorities claim a distinct growth 
of cross-border trade flows where a total Y 800 million for the first half of 1993 contrast with 
Y 1.2 billion for the entire 1992 period. 

The degree of trade diversification so far remains limited. Major goods exported from and 
through Yanbian to DPRK continue to be grain. animal feeds, some daily consumer and other 
light industry goods; in turn, DPRK exports to China mainly consist of fish/seafood, chemical 
raw materials/fertilizer, steel products and timber. A new development is the import of 
automobiles into Yanbian in transit mainly through DPRK; reportedly more than 10.000 cars of 
ROK, Czech, Russian/CIS or Japanese origin were brought in during the 1992 to June 1993 
period through the Saebyol/Shatuozi border station alone. 

All figures quoted are likely to underrate the actual trade tiows by a considerable margin since 
trade activities unfolded informally by individuals declaring themselves as tourists appear to be 
significant. The ITC study referred to "guesstimates" according to which official border trade 
figures would have to be increased by some 20 per cent. Passenger traffic is assumed to reflect 

1' See F. v. KirchbJch, Subregional 1rade expan~ion in Nonhea~I A~ia in lhe cnn1ex1 of 1he Tumen River Arca Dcvelopmenl 
Programme, Geneva, 4 Seplember 1992. 
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changes in business opportumues. For instance. when in 1992 the DPRK placed export 
restrictions on fish. passenger traffic with Yanbian recorded a distincl decrease. 

(iii) Subregional industrial cooperation 

While it is difficult to obtain a complete piclure on the extent. direction and modaliries of 
subregional. i.e. cross-border economic cooperation within TREDA. scattered evidence hints at a 
clear upward tendency in the recent past. This development is reflected in increasing border trade 
activities - as indicated above -. growing numbers of cross-border investments among the riparian 
countries as well as in orher collaborative agreements between enterprises and/or public authorities. 
Evidently. progress at micro. i.e. enterprise level is driven by a still small but growing number of 
individual entities which in the seizure of recognized business opportunities enjoy the benefits as 
newcomers in an increasingly open w0rking environment. Regarding the latter. the unprecedented 
decision in 1993 by DPRK authorities to allow the landing of ROK flag carriers at Chongjin Port (due 
for extensil.ln to Rajin and Sonbong ports) is to be viewed as a major achievement. Cooperation is yet 
often related to construction, transport/trading and other service activities, much less lo industry 
proper. 

For instance. four joint ventures with partners from Hunchun were reported as having commenced 
operation on rhe Russian side, such as in cigarette production, construction and a number of service 
industries (shops. restaurants, transport services). In 1993, more than 500 Chinese workers were 
exported to Khazan District for construction works of a various nature. Newly established businesses 
in Yanbian are considering to open business offices -. • Primorskiy ports to monitor the handling of 
incoming and outgoing goods, such as a Tumen-bast:c.1 garment factory. Dalso Company of Russia 
which was set-up in 1991 as a stockholding company with currently some 130 companies under its 
portfolio is channelling large parts of its business through TREDA. This encompasses 
lransport/trading of various goods through Rajin, such as alumina imports from Australia and India 
to Bratsk (which until the break-up of the USSR used to be imported through wesrern ports), fertilizer 
exports as well as steel products and containers both ways. Consequently, the company has become 
involved in the ongoing upgrading of Rajin port. 

The management of Khazan Commercial Seaport Joint Stock Company al Zan•bino is also 
considering the rapid expansion of its TREDA-oriented activilies. Inter alia. there were reports on 
a recent agreement with partners from rhe Republic of Korea to bring in 300 tourists per week by a 
regular boat service for a one week tour mainly into China. The Zarubino-based Far East Base Fleet 
Joint Stock Company recently converted ils existing trading acriviry with a Jilin-based company (fish 
for food products, construction materials, garments. lighl indusrry producrs) from a barter to a hard 
currency basis. Together with an ROK partner the company also intended lo establish a regular open 
ferry service between Phusan/ROK and Zarubino for containers, general cargo and cars by spring 
1994. 

DPRK-Chinese cooperation can be illustrated by the comprehensive contract package nearing 
conclusion berween Rajin-Sonbong zone authorities and Gonggyo Co. Ltd of Yanji. The latter which 
opened an office in Chongjin in July 1993 was expected to provide funding and equipment for the 
extension and modernization of Chongjin hast Port as well as the construction of the Haeryong­
Chongjin road and a hotel in Chongjin. This was to be compensated by the privileged, i.e. free of 
charge use of Chongjin Port. 



50 

2. Key Problems and Comtraints 

As was shown above. while most recent industrial development within TREDA clearly shows 
some advancement. it is equally true that in overall terms progress so far is only limited and at best 
in its infancy. This holds particularly with regard to a rarher embryonic view industrial policymakers 
of the sub-region so far have adopted as to the development of a more integrated and more 
coordinated industrial system across borders. In tum. given that until a few years ago economic 
exchange among the riparian countries in/through the remote and backward TREDA region was either 
non-existent or minimal. the very fact that by participating in TRADP a common approach towards 
the region·s development has been acknowled~ed as a potential source of mutual benefits is a major 
achievement in itself which cannot be overestimated. However, much more needs to be done to 
develop a more integrated view towards industry in TREDA. The present is characterized by a 
substantial lack of knowledge in all the three countries (i) on current (industrial) developments in the 
respective other countries, (ii) on the nature and details of each others· industrial development 
strategies and plans. and - perhaps with the exception of DPRK - (iii) a rather incomplete knowledge 
at the central/national and provincial/regional government levels about developments at the respective 
local levels - including the business-driven ones - within TREDA. Overcoming these informational 
deficits would greatly facilitate the adoption of a more integrated and better coordinated policy 
approach. 

International experience shows that economic cooperation across borders is particularly successful 
when participants consider the distribution of expected and actual benefits as sufficiently balanced. 
In this context, sceptics may hint at the rather similar industrial resource base within TREDA between 
the three countries and thus a lack of complementary structures. 26 For instance. all three countries 
are fundamentally short of capital. dispose of limited modem enterprise management skills. have a 
relatively strong natural resource base and share a relatively weak position of light industries vis-a-vis 
heavy industries. With regard to technologies/technological knowledge. Primorskiy is usually seen 
at an advantage com.>ared with the other two, and China and DPRK are stronger as to the size of the 
labour force which in DPRK is also due to the guided transfer of workers by the authorities. 
However. while the prevalence of more obvious complementarities would more readily indicate the 
profitability of cross-border cooperation. any blocking off or toning down of cooperation efforts on 
the grounds of the three com~tries · perceived position as competitors would not pay in an environment 
where economic reform together with open borders and an increasing reliance on market forces in 
any one part (particularly China. Russia) should provide enough of an incentive not co fall behind by 
staying outside. The most promising response. then. is not to embark on a cut-throat competition in 
terms of offering more and more favourable investment conditions and incentives individually. but 
to pursue the early establishment of a level playing field within TREDA in the form of a harmonized/ 
srandardized and transparent investment regime. Should this be achieved in due course, there is no 
reason not to expect consicJerable synergies for all countries. i.e. benefits surpassing what could be 
gained in the case of isolated or uncoordinated action. 

At the time of the UNIDO mission, a number of unresolved problems adversely affected 
TREDA 's further development both as an important transport hub and an industrial base: 

Border-crossing procedures: 

These were characterized by insufficient coordination of opening times. For instance, due to 
a three hour time difference between China and Russia in summer and different closure times 
at night and during midday, cross-border busint!'S at the Chenglingze/Kraskino passage was 
I imited 10 three hours per day. 

,. For a recent more de1ailed analy~i~ cf. Korean ln~1i1u1e for lndumial Economic~ and Trade. op. crl. pp. 911ff. 
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- Third country passport holders with visas were unable to cross the Chinese1Russian and 
Chinese/DPRK borders easily. This problem appeared to be largest on the Russian side which 
did not allow the passage to passport holders other than Chinese and Russians to cross at 
Chenglingze. The Chinese government had made a corresponding proposal in July 1993. 

Currency exchange at/near border cros!>ings: 

No banking and thus no foreign exchange facilities were available at border crossings. Hunchun. 
Tumen and Y anji branches of the Bank of China did not accept traveller cheques (including Bank 
of China USS cheques) or credit cards. Russian and DPRK banks (e.g. in Rajin) were unable to 
change local currencies into US dollars or Chinese FEC. 

Border area defence units: 

Military checkpoints. especially in the DPRK portion of TREZ. slowed down communication/ 
transport time; they are also apt to create a negative impression/image with potential foreign 
investors. 

Foreign investment rules/advertising: 

Foreign investment rules, regulations and incentives presently under operation in TREDA leave 
much to be desired. This refers both to the stipulations as such (lack of clarity/transparency. 
comprehensiveness. etc .• particularly in Primorskiy), to the way foreign investment is advertised, 
and to the institutional support structures/mechanisms in place. For instance, using investment 
guides. where available. may become a time-consuming or even fruitless exercise given the 
frequently poor English of these publications, particularly on the Yanbian side. Also, the precise 
delineation of the various development zone/industrial site concepts is not always easy to 
understand. At Primorskiy Territory level. no funds are available for the publication of investment 
guides and brochures. Also. the envisaged setup of a Division for Investment Promotion within 
the Territory Government as well as of an Investment Promotion Office designed to work as a 
non-profit organization under the Administration. inter alia. is impeded by recruitment problems 
due to low salaries in the pt:blic service which have already led to a certain brain drain into 
private business activities. 

Technology level: 

At micro level. outdated machinery, a relatively low level of technology and correspondingly 
limited technological knowledge of the industrial labour force are characteristic features of the 
majority of existing industrial enterprises in TREDA. contributing to low quality and productivity. 
Equipment is particularly obsolete in the DPRK portion. In Primorskiy. the picture is somewhat 
more differentiated. For instance, while some 65 per cent of food processing and 70 per cent of 
fish processing facilities still in place are in dire need of rehabilitation and modernization, the 
Territory's past function as a key defence industry location has produced substantial advanced 
technological knowhow and facilities. 

Industrial integration/networking: 

Industrial cooperation in the form of sub-contracting relationships within TREDA. i.e. the shared 
production along both horizontal and vertical lines is as yet limited to a few examples, particularly 
across borders. While this is to be explained, inter alia, by the still recent history of opening up 
borders, overcoming this constraint would constitute a stimulus for future industrial growth. 
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A possible constraint of particular relevance to Yanbian Prefecture may be seen in the replication 
of a (seemingly uncoordinated) spread in recent years throughout the country of various kinds of 
special economic zones and/or industrial sites and ensuing investment incentives set-up at all 
government including pro\'incial and municipal. levels. Too high a number of like zones has not only 
resulted in a lack of transparency on the side of foreign observers/investors; it also reduces the 
relative degree of preference to be enjoyed at any one place over the other and by this may run 
counrer to the initial intention to spur development in a geographically confined nucleus or core area. 
However, r:entral government appears to have responded to this development by reemphasising 
recently that che authority to approve the establishment of the various specialized zones continues to 
rest exclusively with the State Council. In line with this. as of mid-1993 the central government shul 
down 1.000 of China's 1.200 coastal development zones in order to return land with iiule prospect 
for commercial development to agricultural use resulting in a reduction of the overall coverage of 
zones from 7.500 km2 to l.600 km2 countrywide.-'7 Yanbian authorities. particularly at local/city 
level, would thus have to keep a careful eye on the viability and economic profitability of any further 
industrial/business zone or eslate under consideration. 

As to the Rajin-Sonbong area. the approach chosen to set up the earmarked nine industrial parks. 
i.e. to postpone the basic property development, such as the installation of roads or utilities until after 
the investors· arrival - or at least the conclusion of investmem agreements - may not work in practice. 
While the likely rationale behind such an approach. namely to avoid the risk of spending scarce 
budgetary resources for what might have uncertain results is understandable, foreign investors usually 
do expect more than an undeveloped "open countryside" as a facilitating environment. This appears 
all the more relevant given the proximity of corresponding industrial sites/estates on the Chinese side 
as described which possess - or are about to possess in due course - these infrastrucrural facilities. 
The major challenge faced by DPRK policymakers with regard to the industrial build-up within the 
zone seems to lie indeed in convincing potential investors of locating in Rajin-Sonbong rather than 
in Yanbian. The hitherto very limited advertising of the Rajin-Sonbong zone to the outside world if 
left unattended also constitutes a major development constraint. 

Any progress with the envisaged industrial restructuring in Primorskiy Territory in general and 
lhe assumption of a key role of the regional economy within TREDA in particular will be crucially 
dependem on a successful macroeconomic stabilization and the creation of a stable and reliable 
(economic) policy management framework. Lalely. in line with Russian experience overall, in its 
aimed-at transition lo a market economy the Territory has been confronted with a wealth of problems, 
such as a decline of (not only) industrial production. high inflation rates, fiscal budget crises. low 
levels of (mostly public) investments, unstable Rouble exchange rates. rising unemployment and 
ensuing social problems. Due to supply shonages and/or dramalic price increases enterprises are 
frequently unable to procure needed raw materials. componem:s. spare pans or energy. thereby 
contributing further to decreasing outputs. 

With respect to the general attitude towards TRADP. a considerable degree of reluctance to 
support a speedy and/or "large-scale" implementation of activities on the part of many officials at 
Territory or local levels cannot be overlooked. This reluctance appears to be motivated by a 
combination of (i) geo-political (Chinese access to the Sea of Japan). (ii) ecological (uniqueness of 
natural reserve in Khazan District) and - by far most important - (iii) social/demographic reasons. The 
Jauer refer to serious political and cultural reservations as to the influx of large numbers of Chinese 
into Russia which is feared to result in economic imbalances given the highly uneven population 
numbers in the Russian and Chinese TREDA sections. For 1992, some 80.000 Chinese are claimed 
to have stayed on illegally in Primorskiy Territory after visas expired. However, recent plans to 
provide land for the seulement of Kosaks on state land near Kraskino as a border fortification measure 

l' See Far Eas1crn Economic Review of 26 Augus1 1993. 
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do llO{ seem to have been put into practice. In tum. in view of the imminent opening of the Hur.chun­
Kraskino-Zarubino railway line Kraskino officials refer to local infrastructural facilities as being 
highly inadequate to cater for the expected number of daily travellers from China. There is also (iv) 
scepticism towards TRADP in some Primorskiy quaners on the grounds of misunderstanding the 
project as exclusively seeking access to the sea for China through a Tumen River pon. Finally. (v) 
opposition towards TRADP is voiced by managers of individual businesses (e.g. of Nakhodka FEZ) 
who fear detrimental effects from increased competition once modern transponation links are fully 
operational in and through Khazan district. In this context. TRADP (usually called the ·Tumangarg 
Project·) is seen by some as a competitor. for instance vis-a-vis the Greater Vladivostok development 
plan rather than a complemer.t or an umbrella-type of approach which can and should be finctuned 
so as to ensure full compatibility. 

Pan of the above reservations are cenainly attributable to the preniling lack of familiarity with 
a market economy-t}'PC business culture which seizes opponunities and reacts upon competitive threats 
by own effons to imprmre the product and/or production process in question. 

3. Optiom and Perspectives 

In general terms. future industrial development in TREDA hinges critically on the responsible 
policymakers· readiness and ability 

to create and maintain a sound macro-economic and business-conducive environment where 
market mechanisms assume the primary function of coordinating the individual economic agents· 
plans; and 

to strive for the establishment of an enabling industrial suppon infrastructure which encompasses 
adequate physical transpon and communications facilities as well as a whole range of up-to-date 
business services. such as in finance (banking and insurance). marketing. modem enterprise 
management. human resource development. etc. 

Against this background. the successful attraction of foreign capi1al. market-oriented management 
know how and technological expertise. panicularly in the form of foreign direct investment. will have 
to play a lec:fling role in the initiated industrial restructuring and extension throughout TREDA. 
Accordingly. eifons to foster industry should remain focussed on investment promotion activities. It 
is in this domain where professional policies of a top international standard can be expected to render 
the most vigorous results. Investment promotion. however. cannot be considered a one-time effon 
which ends with the establishment of a business. let alone with the signing of a contract. Difficulties 
and impediments in the investment environment witnessed by the new investors before and upon stan 
of operations need to be attended to. According to recent experience in Central and Eastern European 
countries. various foreign investment "teething problems" have turned out to be panicularly relevant 
in transitional economies. These problems have to be attended to if the attracted investments are to 
become sustainable in the longer run. 

Recent analyses including the present investigation point to TR EDA· s considerable potential to 
develop into an important economic centre in Nonh-East Asia. both as a transponation hub and a 
manufacturing base. With regard to the most promising industrial strategies for TREDA on the whole 
and the riparian countries' sections individually, the search for and mobilization of competitive 
advantages should lead the way. Major determinants in this endeavour are 

(i) the existing resource base (capital, natural resources. size and skills of labour forct!, 
technological capabilities. energy. management know how. etc.) as well as past industrial 
strengths and experiences; 
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(ii) present bonlenecks and shoncomings of local industrial produccion: and 

(iii) the nature and size of (po!eruial) demand for industrial goods in local. sub-regional and 
international markets. 

As underlined by this reporfs industry profile of TREDA. all three countries exhibit a distinct 
weakness of light vis-a-vis heavy industries. There is thus a strong evidence of large untapped 
domestic markets for light (consumer) goods. Together ,..-ith a mourning interest in more advanced 
Asian developing countries (Republic of Korea. ASEAN) and developed countries (Japan) to relocate 
production facilities to less costly locations in the region a strong case can be made for adopting a 
both local market and exoon-oriented light manufacturing slrategy. In principle. such an approach 
appears promising for the Yanbian. Rajin-Sonbong and Vladivostok regions alike. Expon-orienced 
light industries frequently carry the advantages of significant employment opponunities. relatively low 
investment requirements. shon lead times for establishmem, foreign exchange earnings and technology 
transfer b·!ccfits. Emphasising the promotion of light manufacturing in TREDA Joes. however. not 
preclude ."l()!i::ymakers from pursuing the upgrading of resource-based primarv production in parallel. 
In orrler t•l k., -p higher shares of value added in the domestic economy than in the past. respective 
efforu would have to be direcced towards enlarged processing of conunodities. 

While a detailed forecast or projecti<'n of likely industrial developmems in TREDA by sub-sectors 
is beyond the scope of the present report, the most likely scenario emerging from the above 
~-·,essmem of recem trends, policy approaches and key constraints is as follows: 

; I) Transit trade is likely to continue its rapid growth in the coming years between China and 
Primorskiy Territory and Rajin-Sonbong-Chongjin. respectively. and (ii) between Primorskiy 
Territory and Rajin-Sonbong-Chongjin. 

(:!) In the short term. Yanbian Prefecture. panicularly the Hunchun area is likely to account for the 
most dynamic economic and industrial development. This expectation is also being supported by 
the recent (January 1994) set of central government macro-economic policy reform measures in 
Chir.a. such as (i) a funher deregulation of the foreign trade regime with the initiated l!nification 
of the foreign exchange rate system and the ensuing phasing out of Foreign Exchange Certificates 
(FECs). (ii) a further liberalization of the FDI regulations. and (iii) a tax reform package. 

Successful attraction of investment into the Rajin-Sonbong Zone will to a large extent depend on 
the actual implementation of infrastructural upgradation as foreseen in the DPRK master plan as 
well as on the DPRK authoricies· willingness to provide the seed money necessary for at least the 
basic propeny development of the earmarked industrial sites. In turn. given the continuously 
adverse macroeconomic conditions in Primorskiy Territory/the Russian Federation generally, the 
chances of an early industrial upt<im in the Russian pan of TREDA - notwithstanding its 
considerable potential - appear to be more limited. 

Overall, however, projections by local authorities of the expected population growth, largely 
through migration. in TREDA universally indicate a strong confidence into a major economic 
upturn in the near future. DPRK authorities predict an increase of the Rajin-Sonbong population 
from 130.000 in 1992 to 195,000 in 1995 and 350.000 in the year 2000. Population of Khazan 
District is estimated to grow from some 50,000 in 1992 to about 70,000 in 2000 and may well 
reach 120,000 by 2005. Hunchun authorities predict a - primarily urban - population increase in 
the period 1992 to 2000 from 187,000 to half a million. 

<3) In a medium and longer term perspective. provided the authorities succeed in creating the strived­
for enabling environment, spread effects extending from a more vigorous economic upturn and 
development in all three corners or "growth poles" of the TREDA triangle (Hunchun area. Raj in-
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Sonbong. Vladivisrok area) into thcir vicinities arc to be exp:crcd. thereby contributing to a more 
integrated development across borders. If driven by market forces. some rime ahead the evcntUal 
outcome might well be the ·bonom-upm emergence of a core business centre inside TREDA along 
the lines of the international or core city discussed earlier under TRADP. 



\'. FURTHER PRO'.\IOTION OF l!\'DlJSTR\" IS TRET>A: RECO'.\IME!\'DA TIOSS FOR 
ACTION 

l. Industrial Integration A~ Borders 

Wi1h regard 10 1he funher prom,>lion of industry in TREDA. on the basis of 1he preceding 
analyses a number of reconunenda1ions can be made which call for early aneruion and aclion Ci) by 
1he responsible au1hori1ies of 1he riparian coururies. both individually and joimly. and Cii) by UNDP 
and 1he international donor community in 1he continual ion of TRADP. In general terms. action should 
be directed towards the removal of disincentives and obstacles still working againsl lhe region's 
aimed-at emergence as a prime location of cross-border trade and iruernational investment. For this 
to happen. in 1he design of adequate measures every effon has 10 be made to raise TREDA ·s 
competi1ive advantage 10 a level well above other pans of Asia. 

Measures to overcome major disincentives al work include the following:.:.~ 

Continue co improve che limiled and frequently difficuh access for passengers 10 the region. 
especially by air. as well as the movement within TREDA by air and road. Install adequace road 
and rail 1ransron facilicies 10 the coast including complementary pon facilities. 

Facilita1e and screamline visa requirements for cross-border travel in TREDA for both 
businessmen and tourists. 

Establish financial and banking networks across borders within TREDA and extend the limited 
range of banking services available within TREDA. 

Improve lhe poorly develo~d trading mechanisms and channels. with an over-reliance on 
inadequate baner trade agreements and individual traders. 

Increase the highly insufficient knowkdge of the foreign languages used in the region (Chinese. 
Russian. Korean. Japanese and English) at the levels of regional/local government bodies and 
institutions. 1he business community and other interesled panies. To 1his end. bilateral exchange 
arrangemems for Chinese language courses in Vladivostok and Russian language courses in 
Yanji/Hunchun. as well as for Russian (Korean) courses in Chongjin (Vladivostok). all with native 
speakers. should soon be made. 

Devise confidence building measures in order to reduce 1he pockets of distrust to be observed in 
the riparian countries regarding increased economic interaction. panicularly on the Russian vis-a­
vis the Chinese side. This could be done. inter alia, (i) by more regularly informing lhe general 
public on 1he achievements and economic benefits reached under TRADP. (ii) by organizing visils 
of officials. business representatives and the general public alike to each other's territories at an 
enlarged scale. and (iii) by hosting and/or conducting awareness raising training 
programmes/courses 10 relevant sec1ions of the Russian business community. e.g. on how to do 
business in/with China. 

Seek the active involvement of local/concerned business representatives in the design and 
formulation of industry-related policies and measures within TREDA to ensure compatibility wi1h 
needs as de1ermined by markel developments. This could take the form of inviting the (private) 

Sm1:e rhe resulrs of ll~IDO's ohserv;ninns wnh rhe involvement of one mission m.:mher were lar!?ely m1:orpora1eu into 
a work mi? paper discussed durin!? recenr cJan/Feh 1994) TRADP meelln!?s m New York. the l••llpwmi: panly dra\l.s on 
the rccommendaunns m;ide :herein See TR EDA Investment Chmare Paper. TRADP Work in!! Paper. Informal Meet1n1? 
of Nauonal Tedms. New York. January 31. 1994. m1mcn. 
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business communities· regular panicipation in the three countries' national teams or industry 
working groups established under TRADP. As to the latter two. a more stable composition than 
hitherto can also be expected to contribute to an enhanced continuity of work. 

In spite of the similar nature of shortcomings within TREDA their relative weight between and among 
the three riparian countries varies. In this connection. it is recommended that on a country-specific 
level special attention is being paid by policymakers to the following: 

CHINA: 

An uncontrolled spread of further special economic development zones or industrial estates within 
Y anbian Prefecture should be avoided unless a convincing case can be made for their expected 
economic viability and profitability. A gradual approach which links the decision to establish like 
facilities to actual market demands appears to be superior. 

A joint pr.>motion of Y anbian Prefec.turt: as an attractive foreign investment location including a 
better coordination of marketing efforts is preferable to the present approach of all cities running 
promotion programmes of their own. This would enhance transparency of investment rules and 
procedures which are anyway almost identical. The available investment guides should be unified. 
The English language edition should be prepared with special care to ensure optimal 
comprehensibility. 

DPRK: 

Since co1nprehensive and up-to-date information on the business environment in the Rajin­
Sonbong zone is a major prerequisite of a positive investment decision. DPRK authorities should 
consider to remove any remaining reservations as to more readily releasing statistical data and 
information on the economic and particularly the industrial situation of North Hamgyong Province 
on the whole. This would also facilitate an assessment concerning the possible creation of linkages 
between newly established (foreign) investments and local enterprises. 

DPRK authorities should provide seed money for the preparation of the earmarked industrial 
parks according to international standards. This comprises the installation of basic infrastructural 
facilities. such as access roads and essential utilities. In this connection. a reduction of the number 
of industrial sites foreseen in the Rajin-Sonbong Master Plan from the rather ambitious nine to 
two or three may he a more realistic concept, at least for an initial period. 

The institutional build-up for a unified and more independent management of the Rajin-Sonbong 
zone as foreseen by the DPRK authorities should be speeded up. i.e. merging the existing 
individual administrative and economic committees of Rajin City and Sonbong County on the one 
hand with the newly created General Corporation for Industrial Development (GCID) on the other 
hand into one joint administrative entity. By this the Rajin-Sonbong zone's status was meant to 
be raised to provincial level under the direct supervision from the General Corporation for 
Economic Development (GCED) in Pyongyang. 

RUSSIAN FEDERATION: 

Major efforts are required to establish a clear regulatory and institutional environment for foreign 
investments in Primorskiy Territory. This should include allowing the lease of land and 
competitive taxation rules. At Primorskiy Territory government level, the proposed creation of 
a one-stop Investment Promotion Office should be pursued with vigour. Investment guides or 
regularly updated pamphlets with consolidated infonnation on the Territory relevant for potential 
investors should be prepared. 



Wherever necessary. measures should be taken to promote a more positive attitude townds 
TR.ADP in general and an ability to identify and to seize business opportunities resulting from the 
initiated economic upturn in the subregion in particular. Enhancing •he relatively lim:ted 
knowledge currently to be observed in a number of administrative and business quarters about the 
direction. recent achievements. future aspirati0ns and the potential benef!rs of TRADP with a view 
to raising the concepfs acceptance as an integral component of. not as a competitor to other 
Territory development concepts. is a case in point here. In this. emphasis should be put on 
seeking full compatibility with the South Prirnorie concept. For instance. a more positive approach 
on the part of Posyet Port management would greatly help to seize business chances. and 
Kraskino authorities would give up immense opportunities if they did not take the forthcoming 
stream of cargoes and passenger~ from China through Chenglingze as a catalyst of local 
development. 

With regard to the desired strengthening of industrial incegration within TREDA across borders. 
any move rowards (i) the facilitation of cross-border movements of people. goods and capital. i.e. the 
establishment of a fully functioning free trade zone. as well as towards (ii) the creation of a level 
playing field in TREDA can be expected !o contribute to the emergence of gradually interlinked 
industrial structures. The more similar business and investment conditions are in the three 
neighbouring coumries. the more likely will private business - th~ main engine of the expected 
industrial growch and activity - enter into networking activities across borders. Important steps to 
achieve (i) and (ii) above would encompass the following measures.!'/: 

(a) Improvement of border-cro!>sing procedures 

coordinate border-crossing hours (especially Chenglingze-Kraskino border) to maximize 
daylight cross-border business and reduce traffic delays; 

- allow third country passport holders with visa:; to cross the Chinese/Russian and Chinese/DPRK 
borders easily; 

- establish on-rhe-spot visa issuance system for DPRK. Chinese and Russian borders for all 
nationalities. tourists and businessmen alike; mnlti re-entry visas should he easily obtained; 

- introduce fast and efficient border procedures with a view to minimizing delays; 

- upgrade public transport systems to/from border stations. foreign language capabilities. and 
install efficient customs. immigration and quarantine facilities. 

(b) Establishment of common customs procedures and concessions 

- grant concessional customs duties on border trade flows within TREDA; 

formalize and legalize duty-free access for eitpon-processing and transit trade; 

- publish customs duty rates and ensure transparency in their implementation 

(c) Currency eitchange and border trade finance facilitation 

- establish foreign eitchange and local currency banking facilities at each border crossing; 

For che followir.j?, see TREDA lnvescmenr Clim~tc: Paper. op. cir 
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- upgrade available banking services within TREDA to international standards (letters of credit, 
telegraphic transfe~. foreign exchange deposit/withdrawal services, bank guarantees/mortgage 
loans for foreign investment projects). 

(d) Removal or reduction of border defense forces (e.g. military checkpoints in DPRK; military 
administration of considerable - largely unused - sites in Kraskino). 

(e) Standardization/harmonization of investment regimes (rules. regulations and incentives) and 
related government stipulations 

- harmonize development plans at national. provincial and local level and convey clear message 
to outside world of concerted action of relevant authorities; 

- harmonize foreign investment policies. legal systems. institutions as well as tax systems in 
order to increase the region's attractiveness as a whole to foreign investors; 

- laur.ch major effort co make investment including institutional arrangements sufficiently clear 
co the international community; 

- introduce standard procedures and measures common to all countries in the region aimed at the 
simplification of administrative processes for foreign investment projects, trade and tourism. 
such as investment application and approval systems; enterprise registration, accounting and 
financial reporting systems: land use/lease procedures. durations and rates; access to and 
unhindered utilization of public utilities and infrastructural facilities at competitive rates; 
minimum environmental protection standards and procedures; etc. 

- facilitate placement of managerial and technical expatriate staff in foreign investment projects. 
inter alia. through the provision of long term multiple re-entry visas and residential/working 
permits; suitable accommodation and modem transport, medical, educational and recreational 
facilities; duty free imports of foreigners' vehicles and personal effects; 

- standardize labour legislation including recruitment procedures; prefer direct individual 
recruitment over employment through labour service companies; encourage maximum labour 
mobility within TREDA; 

- standardize land use/lease arrangements. e.g. 50-70 years lease period; identical/similar lease 
rates which should, however, be flexibly adjustable to competitive pressures from other parts 
of Asia. 

2. Industrial Development Support Under TRADP 

(i) General 

Industry-related activities under TRADP including the present exercise have striven to establish 
a first information base on TREDA's industrial past. major present industrial conditions and policies 
as well as key constraints of and options for industry's future role in the subregion. Given the 
substantial untapped industrial potential of TREDA overall there is good reason to maintain this 
sl!ctor's inclusion into all future promotional activities under TRADP. UNDP's role as accepted by 
all participating countries should continue to be that of a catalyst and honest broker which renders 
impartial advice whenever requested. In this connection, the UNIDO mission got the strong 
impression that in order to reassure the regional Russian authorities' continuous support of and/or 
renewed interest in a further active involvement in TRADP and TREDA 's future more integrated 
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development. additional effons appear advisable to ensure a more balanced distrihurion in favour of 
the Russian share of actual benefits to be derived from TREDA ·s development progress. This could 
be achieved (i) by fully incorporating the Vladivostok and Nakhodka/Vostochny areas into all future 
rechnical cooperation activiries under TRADP (e.g. military/civilian conversion. environmental 
pollution comrol of heavy industries. other industrial restructuring challenges). i.e. by dropping any 
focus on Khazan District as too narrow; and (ii) by accepting the Russian·s firm stand to ban any 
large-scale industrializarion from Khazan District as neither feasible nor desirable. mainly for 
ecological reasons. In addirion. a sharper focus on what mighr realistically be expected from the 
development of TREDA in the coming decade is likely to ensure a stronger commitment nor only on 
the Russian side. In this comext. the concept of creating a core or international ciry at a central 
location wirhin TREZ (berwcen Hunchun and Fangchuan on the Chinese side) should not be pursued 
with any priority at the present time. 

More specifically. whereas TRADP suppon measures in the field of indusrry should be designed 
in line with the priority areas identified under section V. I above. a few activities appear to be 
panicularly pressing in the shon term and are therefore recommended for UNDP's/TRADP's early 
attention: 

(a) Monitoring and dissemination of industry-related developments in TREDA under TRADP 

While the available evidence suggests the recent initiation of rather dynamic developments 
including in the i'ldustrial sector in some pans of TREDA. the precise nature and extent of these 
developments is not always known to policymakers and the business community in the target area. 
let alone its vicinity. At present. collecting and assembling relevant information including 
statistical data on industry in TREDA is a cumbersome task. h is therefore suggested to establish 
a mechanism or focal point under TRADP to monitor current industry-related events (e.g. major 
industrial policy plans and decisions. foreign direct investment and trade flows, inventory of 
cross-border cooperation activities) on a regular basis so as to ensure an up-to-date awareness 
among TRADP panicipants at any one point in time. The proposed establishment of a Permanent 
Industry Committee under TRADP in addition 10 irregular lndusrry Workshops could assume the 
function of such a focal point where relevanc data and information are disseminated among 
panicipants. Key developments should also be more vigorously advenised to the o~tside world 
than hitheno in order to raise the very limited awareness of the subregion among the international 
business community. 

(b) Detailed investment opponunity and feasibility analyses 

After completing some initial stocktaking of industry in TREDA. in a second phase major 
assistance should be provided under TRADP for the preparation of detailed investment 
opportunity and feasibility analyses as an imponant instrument to identify economically viable 
industrial activities in TREDA. In this endeavour, UNIDO suggests a focus on the following 
industrial investment priorities: 

o Hides and leather industry (Yanbian, Rajin); 
tanning of hides from Mongolia and Yanbian 

o Fi!:h processing (Zarubino. Nakhodka. Rajin) 

o Livestock breeding/meat processing/packing/storage (Yanji, Yanbian) 

r_> Light industries/export processing zone activities (Hunchun, Rajin, Nakhodka) 
- textiles and garments 
- light engineering and plastics/household appliances 
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- light building materials and household decorations 
- food processing/beverages 
- electronics 
- toys and stationary 

o Shipbuilding and ship repair (Vladivostok. Nakhodka. Slavyanka) 

o Military conversion (Primorskiy Territory, especially Vladivostok/Arseniev) 

o Automotive industry (Y anbian) 

o Pharmaceuticals. especially traditional medicines and beverages (Yanji, Longjin, Tumen) 

o Petroleum refining/petrochemicals (Sonbong) 

o Tourism (Yanbian. Khazan District. Sonbong) 

In all the above studies and analyses special attention should be paid to the existence or possible 
mobilization of complementarities within TRADP between the three countries with a view to 
identifying specialization niches for the participants. 

(c) Establishment of a TREDA Investment Promotion Centre or Institution 

The envisaged joint and coordinated attraction of domestic and foreign investments into TREDA 
would be greatly facilitated by the early set-up of a specialized service institution, such as a 
TREDA Foreign Investment Promotion Centre. Branches should be located in Hunchun. Rajin 
and Vladivostok with local offices in Yanji, Chongjin and Zarubino. The tasks to be assigned to 
this centre should include 

- the function of a one-stop investment shop (e.g. provision of information on foreign investment 
rules and incentives, provision/collecuon of investment application forms. channelling of 
government approvals); 

- investment promotion activities, such as regional/international advertising, inter alia, through 
the publication of investment guides/brochures and videos as well as investment promotion 
missions; linking with international investment information networks; 

- the provision of investment-related services, such as business negotiation offices and facilities, 
interpreters; hospitality and appointment services for visiting (inward) investor missions and 
business personnel; arrangement of site visits including across border' ·.vithin TREDA. 

(d) Strengthening of industrial integration within TREDA and beyond 

In principle, every single step towards creating level playing field conditions within TREDA will 
help to pave the way for a more integrated industrial development in the subregion. Any 
additional effort at strengthening industrial collaboration through increased networking between 
industrial enterprises will contribute to a higher degree of integration. Since the similarities of 
TREDA 's resource base in the three countries may only promise limited scope for complementary 
industrial activity in the core area, the horizon for enhanced industrial interlinkages should be 
broadened to include TREDA hinterlands. It is thus proposed under TRADP to explore and assess 
in detail the potential for industrial sub-contracting between industries within TREDA and with 



62 

businesses outside. e.g. in Jilin Province. nortltem Primorskiy Territory or the Chongjin area. 
For instance, there may well be scope for smaller enterprises to provide inputs for larger 
manufacturing units, such as the recently established Volkswagen-First Automobile Works joint 
venture in Changchun_ The emergence of like market linkages may benefit from the compilation 
of an inventory of (sub)regional supplies for use by interested parties_ In this context. the 
usefulness and possible modalities of setting up sub-contracting exchanges as institutional 
mechanisms through which to expand networking should be assessed in a separate study_ 

(e) Need for further information gathering and dissemination on industrial expansion and 
modernization 

- Since TRADP encompasses the elaboration of strategies and policies for a coordinated 
development and promotion of industry. trade and investment in the Northeast Asia Regional 
Development Area (NEARDA) in general and in TREDA in particular. NEARDA's industrial 
development potential should be analysed in more detail. To this end, it is recClmmended to 
conduct a study which elaborates on industrial development options, constraints and priorities 
with a special focus on promising fields of cooperation with the c.ore TREDA area. 

Changes of TREDA 's overall competitive position vis-a-vis other advancing :-egions. 
particularly in Asia should be carefully monitored under TRADP with a view to recommending 
policy responses on the part of the TRADP management. It is recommended to launch a 
comparative study on the experience made with other "growth triangle" concepts, such as the 
Johor-Singapore-Riau Islands between Malaysia, Singapore and Indonesia and the one between 
Thailand, Malaysia and Indonesia as well as on possible lessons to be drawn for TREDA. 

(f) Other recommendations 

- TRADP should seek to include assistance in the field of modern enterprise management into 
its catalogue of support activities which, in line with other economies under transition, is in 
heavy demand within TREDA as well_ 

- The early preparation of a multilingual (Chinese, Korean, Russian. English) map on TREDA -
or a set of maps - should be pursued with priority, since existing maps, if at all available, are 
outdated or lack the necessary detail. 

- More efforts should be made to ensure a stronger involvement of local expertise/consultancy 
services into TRADP-related activities, particularly on the Russian side. This would not only 
contribute to a general strengthening of respective local capabilities, but also ensure a better 
mobilization and incorporation of specific local knowhow. 

- The need and scope for specific skills improvement measures and mechanisms (e.g. vocational 
training facilities) in order to meet demands of invited business should be explored in detail. 

(ii) UNIDO's Possible Role 

UNIDO. in its capacity as a specialized agency within the United Nations system with a mandate 
to promote industrial development and co-operation, has acquired a wealth of knowledge and 
experience spanning a broad spectrum of technology acquisition options as well as technological 
development and application requirements in a large range of specific sub-sectors of man1Jfacturing 
industries. 
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TREDA 's recognized need to speed up the inflow of foreign capital. technology ar,j industrial 
including managerial knowhow clearly lends itc;elf to focussing UNIDO's further support on foreign 
investment promotion. Constituting a major programme element of UNIDO's work. investment­
related services essentially encompass six different yet interlinked activities which remain on offer for 
subsequent stages of TRADP: 

(i) Monitoring and assessment of pertinent trends in the international investment system with 
regard to changes in the magnitude and pattern of foreign investment flows; the determinants 
of investment decisions; corporate strategies; and technological and organizational innovations; 

(ii) Preparation of country-specific Industrial Development Reviews containing up-to-date 
information on the structure and performance of a country's manufacturing sector; its industrial 
strategy and policies; the major institutions involved; and. specifically. its investment 
legislation. procedures and incentives;.;o 

(iii) Provision of active support to developing countries in the identifi:::ation. preparation. screening 
and aprraisal of investment projects so as to create a portfolio of viable and bankable 
investment projects suitable for subsequent promotion efforts. In this. various degrees of 
sophistication can be chosen ranging from a simple presentation of a project's economic and 
financial 'basics' with or without having been screened using UNIDO's Proj:!ct Profile 
Screening and Pre-Appraisal Information System (PROPSPIN) computer software. to a full­
fledged feasibility study based on UNIDO's own Computer Model for Feasibility Analysis and 
Reporting (COMF AR); 

(iv) Rendering a wide range of investment-related technical cooperation services at both the 
institutional level (build-up and/or strengthening of national investment promotion agencies. 
including on-site and overseas training of staff in project appraisal and promotion techniques) 
and the company level (conceptualization/implementation of rehabilitation and modernization 
plans. frequently as a prerequisite for making a company at all 'promotable'); 

(v\ Organization of country-specific INVESMARTs (Investment Forums) as a mechanism of 
bringing together local investment project sponsors and interested foreign partners who are 
invited for bilateral negotiations under the forum framework. ~ 1 

When organizing such Forums, UNIDO draws on it£ worldwide resources and experience. inter 
alia. with the utilization of its global system of World Investment Network Services (WINS) 
which include UNIDO Investment Promotion Service (IPS) offices in 12 major capitals (Athens. 
Beijing. Cologne, Milan. Moscow, Paris, Seoul, Tokyo. Vienna. Warsaw. Washington and 
Zurich). In addition. two L'NIDO investmen~ promotirm initiatives were established with the 
United Kingdom (UNIDO-UK Investment Promotion lnitiative/IPI) and Australia <Trade and 
Investment Promotion Service/TIPS with offices in Canberra. Melbourne and Sydney). IPS and 
IPI offices in Hong Kong, Spain and Portugal are planned to be established in the near future. 

(vi) Facilitating investment and business agreements (c...~. Letters of Intent) preliminary reached 
during INVESMART with Project Completion Facility (PCF) to include the preparation of 
feasibility. market and other studies necessary for the conclusion of investment/business 

-· The mosl recen1 lndus1rial Developmenl Reviews include India. Pol.ind, Pakislan, Malaysia. Thailand. China, Lao PDR. 
Mongolia. Indonesia, Li1huania. Hur.gary and Me~ico. 

" lo Asia, examples of receni or imminen1 inves1ment forums include China <Xi'an/Northwest Provinces. 1992. Yini:kou, 
1993; Kunming/Southwesl Province. Sep/Oct 1994), Nepal (1992). Viet Nam (March 1991), Sri Lanka (1991 ). Fiji (1991 ). 

and India (1994). 
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negotiations. as well as expertise on technology. marketing. equipment. legal issues and 
financing. 

With regard to TREDA. UNIDO Integrated Investment Programmes - ~ncompassing steps (iii) 
to (vi) above - to include the holding of INVESMARTs are being negotiated at present with the 
concerned Governmenl authorities al their request for Yanbian Korean Autonomous Prefecture 
(Hunchun) and the Rajin-Sonbong Trade and Economic Zone (Rajin). Likewise. the Russian 
Government has informed UNIDO about its intenlion to seek support for an investment programme 
for the Russian Far East. in particular the Vladivostok area. In a second phase. TRADP should work 
towards strengthening the joint promotion of TREDA. such as by seeking implementation of an 
investment promotion programme along the lines of INVESMART for TREDA on the whole. In 
addition. Khv.an Commercial Seaport Joint Stock Company at Zarubino has voiced a strong interest 
in UNIDO'::. involvement in the envisaged full-fledged feasibility study on the port's future 
development. 

Another line of possible UNIDO involvement is related to the conversion of defense industries 
into producers of civilian goods, especially in support of present policies in the Vladivostok area. The 
ensuing shifting of resources away from military purposes involves far reaching and integrated 
changes at policy, institutional and enterprise levels. UNIDO support can be rendered with respect 
to all three levels. 



65 

STATISTICAL ANNEX 



Table A-1. Gross industrial output or Jilin Province by sectors 198!1 • 1992 !Rmb 100 million, current prices)' 

Sc1:1or 19R5 1990 1991 1992 Growth rate per 
annum in 3 

Grus\ ~ uf Gross 3 of Gross 3 of Gross % of 1990-92 1985-92 
OUtl'IUI total out nut llltal outnut total OUlllUt total 

TOTAL 241 I 100 491.7 I 00 553.0 100 855.51 100 37.ll 36.4 
Coal mining and dressing 5.63 2 3 11 R 2.4 13.85 2.5 14.49 1.7 11 4 78.7 
Oil and natural gas mining 5.0 2.1 L!.98 2.6 14.79 2.7 15.36 l.R 9.2 29.6 
Ferrous metals mining and dressing 0 51 0.2 0.13 0.0 0.21 00 0.)2 0.0 73.1 . 5.) 
N1>n-fermus metals mining and dressing l 25 05 2.32 0.5 2.58 0.5 2.75 0. 3 9.3 17. l 
Building materials and 111her non-metal minerals mining and dressing 0.9R 0.4 181 0.4 1.85 0.3 2.50 0.3 29 1 22.2 
Ll>gging and transptm of timher and bamboo 72 3.0 15.12 3.1 16.04 2.9 16.71 2.0 5 3 18.9 
Purifo:ation and supply of tap water 0.5 0.2 1.24 0.3 I.SS 0.3 1.93 0.2 27 8 40.9 
Food processing 19 97 8 3 40.72 8 3 45.92 8.3 46.39 5.7 9.4 2tU 

thereof crop pm1:essing 8 15 3.4 11.35 2.3 12.75 2.3 16.10 2.0 20.9 13.9 
Beverage productiun 5.2 22 13.8 2.8 15.09 2.7 16.45 2.0 9.6 30.9 
Tobaci:o prl>l:essing 3 79 1.6 9.58 I. 9 9.74 \.8 11.17 13 8 3 27.R 
Forage production l.87 0.8 4.79 1.0 5 69 1.0 12.48 IS 80 3 811 
Te:..tile industry 11 38 4.7 22.31 4 5 22.76 4 1 21.66 2 5 · I 5 12 9 

thereof couon textiles 5 91 2.5 12.47 2.5 13.11 2.4 12.98 1.4 22 l 29.2 
Garments 4 ]4 1.8 7.67 1.6 8.08 1.5 9.05 1 1 9.0 15.5 
Leather. furs and other products 1.9-t 0.8 3.1 l 0.6 3 33 0.6 2.91 0.3 . 3.2 7. l 
Timher processing 4 47 1.9 8.22 1.7 9.04 \.6 9.68 I.I 8.9 16.7 
Furniture manufai:turing 1.41 0.6 l .88 0.4 2.01 0.4 2.17 0.3 7.7 7.7 
Paper making and paper products 7.58 3 I 18.08 3 7 18.78 3 4 18.69 2 2 1.7 20.5 
Pnming 2 86 12 5.69 1.2 6.42 1.2 7.07 0 l 12. l 21.0 
Cultural. educational and sptms anicles 0 80 03 1.19 02 131! 0.2 1.40 0.0 8.8 10.7 
Ans and crdfts anicles 0.1!0 0.3 120 0.2 1.32 0.2 U2 0.2 13.3 12.9 
Power generati1•n. steam and hot water production and supply 8.32 34 19.14 3 9 26.86 4.9 30.65 3.6 30 1 .\I!. 3 
Petmleum processing 3 14 I) 10.01 20 12.52 2.3 15.76 1.8 28 7 57 4 
Coting. gas and coal related products 0 -t) 0.2 1.36 0 3 1.66 0 3 1.93 0.2 21.0 49.1! 
Chemicals 29 04 12.0 58.17 11.8 63 17 11.4 72.63 8 5 12 .4 21.4 

thereof organic chemicals 24 23 10.0 45.31 9.2 51 67 9 3 52.82 6.6 8.3 16.9 
Medical and pharmaceutical products 6 82 2.8 2152 4.4 24.04 4.3 25.95 3.0 10 3 40. l 
Chemical fibres 227 0.9 7.79 1.6 7.95 14 81.54 9.5 473.4 498.9 
Rubber produ1:ts 3.69 l.S 6.79 1.4 7.26 1.3 8. IJ 1.0 9.9 17 2 
Plamc products 3 12 1.3 7.26 15 7.90 1.4 9.92 1.2 18 3 311 
Buildi11g 1n.1terials and other non-me1al mineral produc1s 13 87 5.R 25.53 5 2 28.72 5.2 3110 4.3 10 9 17 7 

thereof cement production 2.77 1 I 5.60 I.I 7.78 1.4 11 14 13 49.5 4.U 
Smelting and pressing of forrous me1als 10 68 4 4 26.96 5.5 28.04 5.1 35.39 4.1 15.6 33.0 
Smelting and pressing of non-ferrous metals 1.46 06 4.98 1.0 5.25 0.9 6.90 0.1 19.3 5:U 
Metal products manufacturing 6 62 }. 7 11.49 2 3 11.84 2.1 13 52 1.6 8.8 14 9 
Machine building 10 89 8.7 3104 6.3 35 50 6.4 47.18 4.9 17.9 14 6 
Transptmati1>n ~-quipment 32 05 13.3 75.15 11.0 69.20 12.S 136.22 15.9 40.6 46.4 
Electric o:Quipment and machinery 5.29 u 12.34 2.!\ 12.93 2.3 14.96 I. 7 10.6 26 1 
Electronic and telecommunications equipment 3 07 u 6.10 1.2 6 06 1.1 6.01 0.7 . 0.7 13 7 
Instruments. meters and other measurine euuipment l.-t7 0.6 2.14 0.4 2.26 0.4 2.88 0.3 17.3 13.7 

• Industrial enh:rprises at township level and ahtl\'e only. 
Source: Stau~ucal Yearht>ok of Jilin Province 1992, pp. 3281'.; 199]. pp. 661' 

"' "' 
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Tab~ A-2: 

Kty Industrial Outputs or Primorskil Ttrrilon I 1991-1992 

S1c:cl. t 

Products 
(I = mnnesl 
(thous. = chousands) 
(R = Roubles) 

Coal. lhous. t 

Chemical machinery and spare pans. lhous.R 

Engg. equipment for farm product processing and spare parts. lhous. R 

Crop production machinery. lhous. R 

Animal breeding and fodder production machinery. chous. R 

Sulfuric acid in monohydrate. thous. t 

Synlhetic resins and plastics. l 

Microbiological feed protein. prefab. t 

Cemem. lhous. 1 

· of which. "dry" clinker cemem 

Powdered lime and dolomile for liming of acid soil. lhous. 1 

Building bricks. million uniis 

Prefabrica1ed reinforced concreie. thous. cu.m. 

Panels and 01her parts for large-panel conslruction. lhous. sq.m. 1n1al area 

Asbestos sla1e (rooting shingle). million equiv. slates 

Asbestos lubing and sleeve pipes. km. equiv. pipe 

Mineral cotton. thous. cu.m. 

Heating radiaiors and con·•eciors. 1hous kW 

Lumber. 1hous. cu.m. 

Consiruction wood. lhous cu.m. 

Rail sleepers. lhous. unus 

Wooden bars for rail sw11ches. sets 

Timber/wood planks, chous. cu.m. 

Prefab wooden panel houses. lhous. sq. m. Iota! area 

Glued plywood, cu.m. 

Wood fiber slabs, equiv. sq.m. 

Splini-slah, equiv. sq.m. 

Carpels and rugs. thous. sq.m. 

Output 
1991 

65.:!7 

14412 

4890 

74390 

3000 

71870 

435 

1012:! 

16171 

3392 

2958 

350 

197 

988 

443 

277 

1310 

295 

497 

1935 

2381 

153 

25 

649 

118 

7000 

1063 

94200 

4 

Output 
1992 

7073 

12986 

12144 

57605 

1993 

50692 

341 

8417 

13945 

1939 

1881 

208 

135 

670 

371 

171 

666 

225 

549 

1573 

1916 

171 

24 

396 

16 

5419 

1249 

69800 

4 

'Irr change 
1991-92 

+8 

-10 

+148 

-23 

.34 

-29 

·22 

-17 

-14 

43 

-36 

-40 

-31 

-32 

-16 

-38 

-49 

-24 

+10 

-19 

·20 

+12 

-4 

.39 

-86 

.23 

+17 

-26 



Hosiery. lhous. pairs 

TricOl garmenrs. lhous. units 

of v.ilich - undc~-car 

- clothes 

Wool and felt footwear. thous. pairs 

Footv.nr. thous. pairs 

of which - childrcn·s fOOlwcar 

Lcalhcr. thous. dm. - stiff 

- chromium-treated. soft 

Cost of garment sewing. thous. R 

Fish and seafood atch. t 

Meat and prime organ meats. t. 

Sausage. t 

Prefab meats. t 

Cream butler. t 

Fat cheese. 1 

Dairy products in whole milk. equiv. I 

Low-fat dairy products in fat-free milk equi,·. 1 

Canned fn1xl. thous. equiv. !Ins/cans 

of which - fish 

- fruits and vegwbles 

Granulated sugar. I 

Grain !lour. t 

Cereals. 1 

Baking yeast. I 

Confectionery. t 

M.acaroni.1 

Vegetable oil. t 

Margarine. I 

Mineral water. thous. half-litres 

Soft drinks. 1hnus.dal 

Beer. thous. dal 

Vodka and spirits, !hous. dal 

Grape wines. 1hous. dal 

68 

18 

99SJ 

9941 

42 

IOI 

1850 

695 

45152 

42900 

706312 

1585924 

36438 

27826 

5578 

732 

389 

210039 

7381 

572658 

554928 

17730 

134088 

204338 

75408 

2247 

35541 

24988 

10080 

19776 

11826 

4107 

7219 

2137 

1092 

61 

4574 

4511 

63 

IO~ 

857 

25 

6589 

47003 

565040 

1345154 

21595 

18632 

1962 

2830 

115 

100646 

7>4-0 

434785 

420644 

14141 

170456 

204124 

44062 

2088 

26415 

17501 

12359 

17646 

10846 

1201 

5478 

1987 

SS4 

+238 

-SI 

·SS 

+l 

-SI 

-96 

-85 

+JO 

-20 

-IS 

-41 

-33 

-65 

+286 

-70 

-52 

-.6 

-24 

-14 

-20 

+27 

-.I 

-42 

-7 

-26 

-30 

+23 

-II 

-8 

-71 

-24 

.7 

-49 
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Brandy. thous. dal 47 "'' -SJ --
Dry animal fodder. 1 S149 3032 -41 

Powdered whole milk. I -l60 49 -89 

Combined animal fodder. 1 J47-l81 227338 -JS 

Protein and \·iwnin admixmre. 1 40 -

Oil cake. I S7181 M434 +13 

Fish meal. l 133S21 89014 -33 

Synthetic dC1ergen1s. 1 2212 123S -4-l 

Toilet soap. l 678S 5097 -2S 

Laundry soap. I 16319 12166 -2S 

Refrigerarors and freezers. unirs 148580 65431 -S6 

of which - household refrigerators 148S80 6S431 -S6 

Washing machines. unirs 133S29 83812 -37 

Electric vacuum cleaners. units - 136 -

Tape recorders. unirs 1101 S16 -9S 

Radios. units 260000 10873:> -S8 

Furniture m acrual prices. thous. R 3:!36018 32JSl62 ._3 

Toys and Christmas tree decorations. rhous. R 4S466 32363 -29 

Dishes. porcelain and chi!!aware. rhous. R 78S607 967679 +23 

Wall paper. thous. equiv. pieces 2816S 21 

Stationery paper and notebooks. thous R 31799 21114 -34 

Paints and varnishes in small cans. I S262 374S -93 

School cop~·books. thous. unirs 26220 2143S -18 

Electric mixers. unirs 3S4S4 32451 -8 

Aluminium pols. thous. R 556 6 -99 

Chemicals for household in small cans. acrual prices. rl>rus. R 486011 328024 -33 
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Taflk A·.'· 1-'on·li:n din•l'l lm·rstmrn! appr111·a!s In Yan II Cln I j!S ur .l11nr !99J 

al Hy· ty·pr ur lnnstmrnt 

T••tal of' whil:h with lkpuhfa 111' K11rc11 ir11·c,t11rs 
Type uf in\'c:stmcnt Numhcr ••I T111<1I F11rci~n Nurnhcr 111' T11t11I F11rc11m 

invcslmcnt inw,tmcnl illl'C\tlllCTll investment in\'csuncnl in1·cstm<'rtl 
appr.11·al' 1 l'SS mn> c11mp11ncnh approvals 1USS mn1 i:11mp1111cnt 

tUSS mn1 1 lJSS 111111 

E4uil:> j11int l.1h 141 64 64 62.(HIY 3UIK 
\'Cnlurcs 

C••ntr;1c1u11I j11int 2K 27 20 12 7. ws 4.607 
l'cnturc:s 
Wh11lly·f1•rc:i)!n· Ill 4 4 (() 4 ll19 4 OIY 
1•wncJ \'cnlUrc' 
TOTAL 174 17:? KM KS 73.13.l 311.l)H 

hi lly srctur 

T••tal 111' whii.:11 wil11 Rcpuhhc 111' K11ri:a im·c,111r' 
Scch•r Numhcr ,.,. I T11tal F1•rci)!n Numhcr 111' Total F11rciiin 

i111·cstmcnt i 11\'ntmcnt i11n:s1mc11t invcs1mcn1 irl\'c\lmcnl i111·cMmcnr 
appr11vab tllSS 111n1 Cl>ITlf'•'llClltS <sppr11val' 1USS 111111 C"r:lJ'llllCllt 

I USS 11111) tl!S~ 111111 

Ai:ricullurc. Fishery 6 2 32fl 1.05 

lnJustry 134 12DS7 511.7"'1 71 6.l.125 .l.U45 

of 11 hi.:h f,1,"I pr1•l'<'"lil)! IY 20.279 11.1133 7 4.4KJ 2 K74 
Rc:1I sl;itc 7 13. 795 6.7K4 J 4.K.l6 .l 0116 
HcaltlKarc· Sp11rts 3 .? AK I I 526 2 IY?I I WI 
EJuca1i1111 Cullurc I 0 245 0.120 I II 245 11. lW 

Rcscurch Scrvic<'S 3 O.YS2 () 5 711 2 O .. lY7 0 !71 

Other scch•rs w 27 630 IY 642 ti 2.7W I S2 I 
TOTAL 174 17.:? 7K HH.SHl1 115 D. 1.'.l W.'144 

~: Yanji Ci1y G1•l'crnmc11t 

...., 
0 
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Table A-4. Pipdinr and prioritY projcct.'I for joint venture; "itbin tbr Huncbun 
Border Economic <.:oooeration Zone :a.s uf AU)!Ust 1993) 

al Pi~line projcct." under n~oti;ation 

Product Capacity p.a. Origin of T utal I nvc:stmc:nt 
Partner (USS million) 

Plastic can\·a.s I .21Xl milli"n t••ns Taiwan 1.7 

Compu1c:r tags 2 milli1•n d:11c:ns Hong Kung U5 

Carpets 3M4.0IXJ m' Hung Kung I! 
V C:fC:tahlc: and rrui1 processing IOIJ.000 kilogrammes H1•ng Kung 0.5:! 

Instant Noodles 1.5 million bowls Taiwan 1.3 

Heat and Power Plant. Phase: I 2x21.000 kilowatts USA RMB JOI> :nn 

Lc:alhc:r product~ and computers Hong Kong Hong Kong RMB II mn 

bl Priority projects (adYeni.wd for investmenu 

Product 1Planncd) capacity Tola( investment 
lmilliun Yuan) 

Gas factory 60.000 m'1day 52 

W.t.slc: water 1rea1mc:nt 50.000 m'lday 200 

Plastic energy-saving film 3.000.0IXJ m':year 211.5 

30.000 Tc:lc:phonc:s 3,900 exchange: lines 116.39 

Fihc:r plank 30.000 m'iyear 130 

Hunchun River Bridge: 4110x30 metres 52 

Hunchun River Flimd-pr.11ecting Dyke: Length: 32.9 km !6.4 

Aluminium alloy pipes 2.000 tons:ycar 45 

Light pottery grain.s 11111,000 m'tyc:ar 60 

Leather processing 100.000 pieces 6.26 

High-quality furni1urc: 650,000 uniLsiyear 24.4 

Vitamin C l .000 Ions year 47 

CJrhon Paper 1.000 tons: year 31. :!I) 

Suun:c: Hun.:hcn Ci1y G1wcrnmcn1 

F1>rc:igr. 
lm·c:stmc:nt 
Comp•>nent 

I US S mi(fa1n1 

0.65 

0.435 

0.-l:! 

0.36"' 

O.S:! 

42.1 

0.56 
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Table A·S: Joint Vrntun Appronls in tbr Hunchun Border •:conomic t:oooeration Zonr 

Origin ••f P..i.rrncr Total Investment Product 

I. HK YI Om Housing 
., HK Y17.45m Silver foil; pla.~tic \\Tap 

3. HK Y4m Wir.tc:r dolhin~ 

4. HK SO.Sm lntc:ri11r dccorariun 1 opc:rali••nal 12 ·93) 

5. HK Y!Om c .. n.~trucli<•n engineering 

ti. Taiwan S4.5m Moturcydc: ryrc:s 

7. HK SJ.Om lnrc:~rarcJ circuit~ 

II. HK Yl4.69m So~:ks topc:rational I l '93) 

9. HK Sl.!m Carpets 

IO. HK Y51Ullm Wood flnorhuards 

Ii. Taiwan Sl.9m Plastic tarpaulin.~ 

12 HK YI7.2Km Swearers 

13.ROK Y5.Mm Coat~ and hags 

14. ROK Y230m 1'') Hi-tech wood product I for furniture1 

15 lapan Yll.57m Villas tBECZ Arca 10) - under cnnstructum 

16. ROK YIOm Housing 

17. Macao Y450m Rc:crc:atinn wnc: in BECZ 

Ill. Macao YI.Sm Sliding d••ors (operational 2194) 

19. HK Yl!Om Mountain villas \outside iJECZ1 · under 
construction 

20. Taiwan Y5.04m Cnmputc:r c:qi:ipment 

11. Japan Y6m Villas - under con.~truction 

22. HK Y2.3!m Clothing · WFO 

:!3. Japan Y4.456m Cnmputer trea1mc:nr ~.,;ipmenr <"I - WFO 

24. Japan Y30m Housing 

25. HK Y5m Construction c:nginc:c:ring 

26. Japan YI.!m Railway&. port equipment 1Japanesc partner 
also invc:.~tc:d SSO m in the: railway stationl 

27. DPRK Y29.5m Construction enfincering 

2K. HK YJOm Housing 

29. HK YJOm Housing 

30. HK Y5m Recreation 

31. HK Y6.67m Electric healers. iron.~ · WFO 

31. Japan YI.Sm Health food <from local mountain.~) 

33. Japan SO.Sm Ofticc: appliances 

34. Russia Y2fl.611m Trade 

35. Taiwan Y7.53m Com.enience noodles 

36. Russia Yl.33m Assembling construction equipment 

37. ROKIHK Y30m Trznspnrt (NK. SK. Yianji. Changchun 

311. HK Yl2.6m Machinery 

39. HK SO.Sm Fluorescent lights 

40. HK SJm Housing · WFO 

41. Macao Y55m Recreatinn 

42. 'I YllOm Housing 

43. USA YJm Decoration 

44. Macao YSm Recreation 

WFO = wholly foreign-owned 



L•l\:ali••n 

< 11"11F!~ c lnJustnal Park. Raim 

Sinhu~ lnJu>tnal Park. Ra1in 

T•.,.m}•ll\l Industrial Park. lbjm 

llu.:hanr lnJu,uial l'ark. Rajin 

Table A-6: Industrial innstml•nt proposals for Ra!in-Sunbon11 •·rec t:conomh: and Trade Zone 
=-: 

Tvnc of investment snu~ht 

J\.fanufa~lllrini: hr:rn~h· Proposed ~npa\:ily T111111 l:<jUlly joilll ( 'ontn~tual l(MI 'II 
prndu~I in\'cslmcnt venture Joint forcirn· 

USS venture owned 

tiam1\!nl,.. laJy Jrcnc< 2.1 nm x x 
I 4 mn pc« 

ti1nnc:nts ~umpcrs: I ~ mn pc• 21.4 mn x x 
c:a,·y ~t'llL'i .? mn pt.:" 

<iamlc:nts •prifll!.:OaL.: I mn re• K.fl mn x x 
< ianncnu fur o\·er~tllt." ·I mn rh.:~. J\13 mn x x 

Kmtwc:ar •hin. .. 70 mn re• .?~.x mn x x 
s,, .. .,, pantyho<c« I 5 mn pairs K mn x x 
Sr":k" I mn r•iu 45ll,lkKI x x 

l'owds 7 mn res. 4.3 mn x x 
lirr•" adhcm·c 1ipperr. 

3 mn mcucs 
14.5 mn x x x 

Zippe!' plulic 1ippers: J.l mn x x x 
J mn meltcs 

Emhr••1Jcl)' l~ll.lOI pc1. 2 mn x x x 
lbf' 4lMl,lMKI pes 2.6 mn x x x 

IJmhrclla' 5n1.1u1 pes. ll mn x x x 
T•')' J mn pc• 4 mn x x x 

11,""c rdn!'t.:tatt1r' llKl,101 I"''· Bmn x x x 
Sc:wanr ma..;hallC' llKl,lKMI pc< 4 mn x x x 

l'le.:tn.: hulh• ttonmr"' K~ mn x :-: x 
rnu• 1u1...:c: lll,lKMI kl I> mn x x 

liranJ nnnhruo 3U mn ni.:, 4 mn :< :< 

Sh'~' J mn pam 3 3 nm x x x 
J\,.,\\\\~.sr 3 mn pair< 3 5 mn x x x 

1 ea1.tu.:1 'hl-..:' I mn !laiu t.7 mn x x x 
Sn~ at'ii:an ,,,, ~O,OllO t I~ nm x x x 
< \,rn "tar..:h rr11'.:t:s"u• ,,, ..:t•rn Jou,ooo 1 ~I> mn x x x 

N1""1lc" 101011 7 l nm x x x 

-..J 
l,.,J 



Hudwis ladu5'rial l'art. Rajin Dry ba11eries 

Numerically-controlled 
machine 10ols 

Ele.:llic moton 

Electrical appa111U1 

Micro-siled molon 

K.,..a .. ct Industrial l'art. llajin lliflh purity RIB•nl 

Pac.ti• materials 

Oil refinery 

<11ugpycq Industrial Put, Rajia Automobile pat11 

Ship repair 

Ship disanemblina 

Anju-do:qi, Rajin \'98et1blu proceni• 

Marine product> 

Jewels 

l'aelluit lndmtrial Put. Sonbc>lw COllnl)' l!ICl.'Uonic c.-mputen 

Printed board• 

Loudspeakers 

Nwnerical control unill 

Brown tubes (color) 

Televi1ion sell uaembly 
(cnlor) 

VTRa 

Tape recorders 

Electronic timepieces 

Eleclronic elements 

Elecuonic elements 

F.lecuonic: elemento 

r.ekhat 1ndusUial Put, Sonblq COl!dly Electronic elemenll 

Eleclronic elemenll 

Semiconductou 

lnlqrated circuill 

Liquid cry •Ills 

5 mn pc•. 

1,000 unill 

1mall- and medium· 1lzed motun: 
150,0llO pc1. 

3 mn pcs (AC' Conla•111\Aken, relay1, 
converten, on-and-off 1witchn 

100 Ill.Ill""' 

1,000 t 

10 mn pc1. (cardboard bnxeol 
Ill mn pea. (plastic packine material) 

2 mnt 

1.000 t (luny a: paueneer car partal 

80 laree ve11el1 

Ill veuela/vear 

10,0llO I 

2,500 I 

60 oun ..... DC1. 

500,000 pc•. 

100,0llO m' 

4. 5 mn pc1. 

7,000 unlll o\::,chlne loob:. 6,000 unill; 
r : I ,OUO unall) 

2.5 mn pc•. 

2 mn 

300,000 pc•. 

I mn 1e11 

I mn pc1. 

I bn pc•. ( carboo-coated rHilton) 

20ll mn pc1. (metal-coated ruilton 

100 mn llCI. lnla1tic c......tenser1\ 

300 mn pea. (ceramic condensers) 

300 mn pcs. (electrolytic condenaers) 

200 mn pc•. 

100 mn pc1. 

30 mn pcs. 

3.4 mn 

Hmn 

II mn 

8.7 mn 

30 "'n 

40 mn 

!.5 mn 

1.5 bn Cl bn for 
eaui,:,.,,enl 

II mn 

Ill mn 

I 5 mn 

limn 

I 7 mn 

I"'" 

23 mn 

9mn 

lllmn 

59mn 

190 mn 

150mn 

54 mn 

58 mn 

84 mn 

II mn 

7 mn 

11-.. 

13 mn 

14mn 

48 mn 

220 mn 

4.2 lllD 

x x 
x x 

x x 

x x 

x x 

x x 
x x 

x x 

x x 
x 
x 

x x 
x x 
x x 

x x 
x x 
x x 
x x 

x x 
x x 

x x 
x x 
x x 
x x 
x x 
x x 
x x 
x x 
x x 
x x 
x x 

x 

x 

x 
x 

x 

x 
x 

x 
x 

x 
x 
x 

x 
x 
x 

..... 
l:-



< 'CGUnuni\!ation equipment llKl.tOJ (lines or pr:l';am-controlled 
1ut1vn1lic exc arurel 

l'aekh.ll sub--·~~ !'--""'"·- coun1'· SnrilW water nroce~siru11 ~O IKkl kl 

11,.~ku Industrial Park. Sunbong l'adi~ materials 10 mn re•- (wooden packi .. mal•riahl 

l'umi1ure 311,llUU t"' fumitur• 
lllll,Ol m' lixrurc 

rallcl• 15,tKkl m' 

Heat insulation malcn.il 3 IXXl I 

lhqui Industrial Park. Sonbong <·ar-anemht~· 5u,ooo units (tru10:ks - n\'cr M-lU ll•n~ 
c1 .... 

tl.fotor~\·de~ llXl OIXI unilll 

Sonbol'I! c<lWll)' seat Soft drinks beer I0.000 Id 

l'cramics Kmn ocs l•la,.warel 

Sahoi sub-""'•""· -~ 1:<iunn· Fish Procciuilll' 30 IXXI I 

Wolp<>-ri. Sooppy<>C1! Oi•tri~'l. <'1u..Win ('ontainers IU.OllU pcs. 
()I\' 

~: DPRK Committc for the Prooiolioo of External Economic <'ooreralinn. OolJen Triangle, op. cit. 

I 37 mn 

1.llmn 

tiu mn 

3 3 mn 

1.6 mn 

I mn 

)!Ill"'" 

JlKJ m-

36 mn 

17 mn 

J7mn 

11.4 mn 

x x 

){ ){ 

x x 
x x 

x 
){ x 
x x 

){ ){ 

x x 
x 
x x 
x 

x 

x 

){ 

x 

x 

-.J 
lJI 
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T:ablf A-7: !!I'! or fonign investment in Jilin Province, contracted and utilized, 198~-1991 
(l'S S million; unit."> 

Foreign invl'.'slrnent 19115 19R6 19119 1990 

CONTRACTEll 

Number of projects 27 3R l!O 70 

Toi.al ,-alue 24.54 43.111 ll0.99 6S.59 

- Foreign credit 7.95 5.54 39.01 34.91 

- Direct inves1rnent 14.:?4 11.20 2!.62 21.65 

- Other foreign investment 2.36 29.44 19.36 9.03 

UTILIZED 4.llR 25.76 33.66 60.69 

Foreign credit 1.54 23.03 41.00 

- Foreign govcrnmenr loans 1.54 13.22 111.25 

- Loans from international 8.28 12.55 

hankinf organizations 

- Commercial hank loans 1.26 1.27 

- Seller's crt'dit 0.27 8.93 

Direct im·cstment 2.52 0.57 3.35 16.94 

- Equity joint ventures 2.52 0.57 1.43 16.34 

- Cn-opera1ive joint ventures 0.00 1.92 0.57 

- Fully foreign-owned ventures 0.03 

Other foreign investment 2.36 23.66 7 211 2.75 

· International leasing 111.19 0.70 

· Compen.o;.11ion deals 2.04 4.64 6.58 2 71 

- Processing and ass..,mhly 0.32 0.83 0.04 

Source: Jilin Province Statistical Yearbook 1992. 

1991 

121 

711.117 

21.14 

39.26 

IR.47 

161.55 

129.91 

12.08 

10.55 

72.311 

34.90 . 
IR.02 

17.23 

0.73 

0.06 

13.62 

13.45 

0.17 
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Table A-8: DPRK: Output or stlKted imoonant products, 19'1 
(million tom Wiies.<; otbttwi<ie indicated) 

Elcciriciry (bn kwh) SO.O 

Coal 60.0 

Steel 5.9 

Machine h" 's ('000) 11.0 

Tractors ( '000) 13.0 

Trucks Ito 

Excavators ('000) 0.5 

Elcclric locomotives (units) SO.O 

Elcciric generators ('000 kv Amp) 442.0 

Coal mining machinery (units) 21.0 

Waggons ('000) 2.6 

Synthetic plastics ('000 t) 54.9 

Chemical fertilizers 4.5 

Agricultural chemicals ('000 I) 45.8 

Cement 11.4 

Refractory bricks 0.4 

Magnesia clinker 1.3 

Timber (million m') 7.94 

Textiles (bn m) 6.11 

Knmvear goods (mn pcs.) 97.0 

Marine products 2.0 

Grain.~ 8.9 

Fruits 0.67 

Vegetables 6 . .S 

Source: CPEEC. 
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Aonn B.I.: Map of th~ Twmn Ri,·u Economic Dtv~lop~nt Arn ITREDA} 
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Awl: B.11.: Cost or Forejp IDYHbneDt in Huncbun Border Economic Cooperation Zone 

I . Rent of Standard Factories for tenns of 10 years and above: 

RMB l J/m! per month or 

RMB 1S61ni per annum 

2. Land Lease for tenns of SO years to 70 years: The price covers land lease and land 

exploitation fee. 

Land lease for indusuy for SO years term 

Land lease for commerce for 40 years term: 

Land lease for commercial residents for tenns 

of 70 years: 

3. Electricity 

Production electricity (including industry and 

commerce): 

Household electricity: 

4. Wa1er supply 

S. 

Wa1er supply for production (indus1ry and 

commerce): 

Household water supply: 

Hot·gas supply for produc1ion: 

(Parameters: 300 degree 1emperarure 

13 kg atmospheric pressure) 

6. Average Income (Wages and Bonus) for labours: 

The average wages of stzle·owncd enterprises: 

Skilled worker. 

Unskilled worker: 

Manager: 

Technician/Engineer: 

RMB 18Stni 

RMB 280/ni 

RMB 260/ni 

RMB 0.34/kwh 

RMB 0.18/kwh 

RMB l.2/m1 

RMB 0.6/m1 

RMB 47. 77 /ton 

RMB 400/m 

RMB 300/m 

RMB 600/m 

RMB 600/m 
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The average wages in joint ventures will be calculated at 20 'l higher rhan that of state­

owned enterprises. 

The standard of bonus are varied up to different enterprises which can be worked out 

according to their economic benefits. 

7. Labour insurance 

Labour insurance fund: 18.6" of the t~I wage 

Welfare and incentives. such as medial insurance. heating and housing allo'nllCes): 3-

lO'l of after-tax profits 

8. Heating (will be charged according to total construction area) 

Heating supply for production-related houses: 

House heating supply: 

Duration of heating supply: 

RMB 3/rrr 

RMB 2/rrr 

November 1 • 

April 10 every year 

Source: Administration Committee, Hunchun Border Economic Cooperation Zone 
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A."-INEX B. Ill. TARIFFS A.'1> FEES TO BE E!\"FORCED IS lllE R.\JIS SO!\llOSG FREE ECOSOMJC A.'1> 
TRADE ZO!''E 

tWon: lTSS = 1.2: I) 

I. Land Lease Rtnts 

No. Purpose Location Unit Rem 

I. Commercial. service. hotel. high- - city centre 'IA.on 1m"year 7.00 
smreyed buildings - suburb 6.00 

- rural area J.50 

2 Residential. public buildings - c i1y centre 6.00 
- suburb - 4.50 
- rural area 2.60 

3. Industrial - c i1y centre 4.50 
- suburb - J.50 
- rural .irea 

Note: I) For land 10 he used by enterprises im·esting in priority industries includmj! hij!h 1echnoloj!y industries. no rems shall 

2. 

No. 

I 

2 

3 

• 

J. 

No 

I. 

2. 

3 

4. 

he paid for the first J years and rem shall he reduced by 503 for the following J years. 

2) Should a lump sum payment of rent (premium) he made within 6 months from the condusionof a land lease contract. 
the amount of rent payable shall he reduced by 15 - 303 in considerauon of the period of the lease. 

Land Dtnlopmtnt Ftt 

Classificauon Unit Fee 

Land for commercial use. services. hotel and villas won/m.: 130 

Land for ordinary flats. offices and public buildings - 120 

Land for indusmal use - 110 

Land development fees include the cost of the installation of water suppl). sewage. electm:ity. 1elccommuni1.:a1ions . 
healinj!. roads. etc 

Rtnts for Buildings 

Class1tica1ion Unit Monthly Rem 

Plant buildings won/m:month 5 00 

Resrdena;il bu1ld111gs . 6 ()() 

Offices. public buildings - 11.00 

Warehouses . 4.50 
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4. Ftts for Construction on Contract 

Nil. Class1tication l'mt Fee 

I. Plane 1>u1ldings won.'m' 450-500 

~ Residen1i;1I buildings - 650-790 

S. Watrr RatH 

No Class11ic<1tion Umt Rate 

I. Household W'Olter «drinking w;1ter) wontm' 0. L.! 

2 Industrial w;11er - 0 12 

6. Electricity Rate 

No Classifa:a:ion Unit Rate 

I For lighting won/kwh 0 10 

2 For induscrial use - 0.12 

7. Teleconununications Rate 

No. Classification l'nn Ra!c 

I. Telephone 
inscallauon won,1ekph11nc 1000 
u~e of line On offices) won1month 24 

- (in residence) . 15 
reins1allat1on won/1elcphone 100 

2 Telex 
installauon won-machine IOOO 
use of line won'mnnth 48 
rent 

. 90 
reins1alla1ion won/machine 115 

3 F.ix 
ins1;illat1on won/machine 1000 
use of line w·nnlmon1h 24 
rcnr 

. 65 
rcmscallarion wonimachine 115 
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8. l.orry Renl 

No. Classes of Goods linir Renr 

I. Grain (hulk) v.on.·ron·km 0.17 

., - (packed> - 0.:?3 

3. Fenilizers (hulk) - 0 17 

4. - (packed) - 0.:!3 

5. Timber - 0.31 

6 Co.;11 - 0.46 

9. Rail Freight 

Sc:ccion Classes of Gouds Unit Freighl 

Rajin-Namyang. grain (packed> won' con .!.58 
coal - 2.5:? 
fenilizers - .!.58 

Rajin-Tumangang: gram (packed I - 1.68 
coal - I 6:? 
fen ii izers I packed) - 1.68 

ChongJin-Namyang grain (packed) - :!.70 
coal - 2.64 
fenilizers (packed) - :! 70 

CongJin-Tumangang: gram (packed) - I 80 
coal - 1.74 
fenilizers (packed) - 11!0 

10. Free Trade Port Tariff Rates 

No. Item lfnu Tann 

I. Pon dues (anchoraj!e) v.on·R.N T 0 50 

.! Lighc dues - 0.10 

3 P1lo1age v.1m·R.N.T. 0.16 

per Journey 

4 Shift ml,! - O.o7 

S. Mooring and unmooring ch;r.rge v.onioperarmn 

!Jp Ill 5.000 I Ship 
. 25 00 

8.001 - 10.000 I Ship - 35.00 

over 10.000 I ship 
. S0.00 

6. rees for opening and closing of harches (wooden 
halchcover) 

Up to 5.000 1 ship wonlharch 30 00 

8.001 · 10.0001 ship - S0.00 
over I 0 .000 I ~hip 

. 60.00 
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No. Item Unic Tariff 

7. Hold deaning fc:c: (bulk cugol 
Up !o 5.000 I ship: broom ..-uni cleaning 70.00 

sawdusl . 120 00 
8.001 · 10.000 1 ship. broom . 90.00 

sa1A•dus1 . 180.00 
twer 10.000 I ship: broom 

. 95.00 
sawdusl . 200.00 

8. Skilled Labour remunera1ion 
Worker ..-on/man/hour 2.50 
Technician 

. 4.00 

9. Was1e disposal fc:c:s 
Wharf (501 - J.000 I) won/disposal 70.00 
Open anchorage (501 - J.000 I) . 110.00 

10. Fc:c: for use of harbour c;aft woniuse 3000 

11 Wacer supply fc:c: 
Price of wacer won/ion 2.50 
Supply ac wharf 

. 1.00 
Supply lhrough wa1erboa1 

. 1.50 

12. Oil supply fees 
Supply al wharf 

. 2.00 
Supply a1 open anchorage . 4.00 

13. Tonnage dues won/R.N.T. 0.20 

14. Ship agency fee 
. 0.20 

IS. Freigh1 due ~ 1.5 

16 Cargo inspeccion fee 
Cemem won!wn 0.30 
Me1al ( sheel) produc1 . 0.40 
Frozen cargo . 0 70 

17. Tariff for use nf pon faciliues and inscallacinns 
1 Tug boa! 
~ Barge won/hp/hr O. lS 
J. Cargo ship won/D. W. T.ihr 0.08 
4. FlnJllng crane . 0.40 

won/each ion of 2.00 
hoisung capaci1y1hr 

s Oil lanker (waler canker) won/D.W.T./hr 

6. Lorry . 0.30 
7. Trailer 

. 2.00 
8. Loader (power shovel) 

. 2.SO 
9 Bulldozer won/hp/hr 3.00 
10. Crane car won/each ton of 0.30 

hoisting capaci1y/hr 2 00 . 
II Fork lift won/hp/hr 

12. Excava1or won/each con of 2.00 

ll Crane hoisting capacity/hr 0.20 
won/mi/hr 2.00 
wonipieceiday 

14. Tilrpaulin 
IS. Palle1e 0.20 

0.20 
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18. 

19. 

20. 

Source: 
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Item Unit Tanff 

Fire engine service fee (intfammable. combustible and 
explosive cargoes l 

won/hr 4.00 

Storage charge (packed goods I 
Warehouse: 
I - 10 days won!toniday free 

11 - JO days 
. 0 OS 

JI - 4S days 
. 0.10 

more than 4S days . O.SO 

Open yard 
I - Hi days 

. free 
II - JO days 

. O.OJ 
JI - 4S days 

. O.OS 
more than 45 days 

. 0.2S 

Loading and unloading charges (any pan either at the 
side or m the hold of a ship. eihter levelling or piling) 

I. Bulk cargo 

i) Coal (soft) won/ton J.80 
ii) Fenilizer 

. S.15 

iii) Cryolite 
. 4.90 

iv) Grain 
. S.00 

2. Packed cargo 

i) Fenilizer 
. 6.6S 

ii) Chemical products 
. 7.7S 

iii) Grain 
. 6.45 

) Loading and unlnad'.ng 

i) Bulk goods . 0.74 

Coal 
. 0.90 

Fenilizer 
. 0.80 

Cryolite " O.SO 

Grain 

ii) Packed goods 

Fenilizer 
. 0.95 

Chemical product~ 
. LOS 

Grain 
. LOS 

DPRK Commiuee for the Promotion of External Economic Cooperauon, Golden Triangle Reiin-Sonbong, 
Pyongyang. no date (1993). pp. 32 36. 
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