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Abstract

In the past two decades, due to the rapid fluctuations in the oil supply and demand in Northeast
Asia as well as a surge in oil prices in the early 2000s, Korea has been developing the Northeast
Asia Oil Hub project as a national project. This project was promoted based on the policy
consideration that the nation's energy security and regional development can be promoted by
establishing an oil hub in Northeast Asia that can eventually replace Singapore as East Asia's oil
logistics hub.

Following the construction of a large-scale oil storage facility in Yeosu in 2013, the main project
in Ulsan has suffered many difficulties due to environmental changes such as the supply and demand
of oil and political factors. The survey, which investigated the performance, problems, and prospects
of the oil hub project, illustrates that scores of all sectors are of average level. In terms of
performance and prospects, policies such as facility investment, law, and system improvement were
determined to be rather high while operational areas such as value-added activities, profitability, and
marketing activities were perceived as having more serious problems by respondents. In conclusion,
despite the strong potential of Korea's oil hub based on its geographical location, facilities, and oil
product capacity, there are problems related to policies, institutions, and investment. In the future,
the oil hub business should be reviewed by considering environmental factors, and a drastic
improvement plan for attracting foreign investors and oil traders should be established.
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Table 1. Oil Hub Situation in the World
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Source: Independent Tank Terminal Map, Tank Storage Magazine, 2017; BP Statistical Review of World
Energy June 2019; Ministry of Trade, Industry and Energy(2019).
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Table 2. Northeast Asia Oil Hub Projects in Korea

Oilhub Korea Yeosu Co.

Korea Oil Terminal Korea Co.

Project Period 2008-2013 2010-2025
Land Area 291,343m* at KNOC in Yeosu 899,000m*
Storage
Capacity(MB) 8.20 24.13(North Port 9.90, S. Port 18.5)
. — Total Capital Amount: 51.7 Bil. Won  _ oot .
Eggggm'ti (Own Capital 25%; Other 75%) B gc/)gl1(.‘§?2|t()az)lé)222_6 Bil Won
—IRR:18.45%(utilization ratio 90%) :
- KNOC (29%), SK Incheon Petrochem
. (11%), GS-Caltex (11%), Samsung _ o)) CLi1110
Equity Domestic C&T (10%), Seoul Line Service KNOC(51%),5-0il(11%)
(8%), LG International (5%)
Overseas China Aviation Qil Trading (26%) Vopak Group(38%)

Source: KNOC
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Fig. 1. Development Stage of Oil Hub
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Fig. 2. Trends of Oil Price(1990<°2018)($/Barrel)
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Table 3. Oil Imports of Major Northeast Asian Countries(1993<02018)

(Unit: Thousand Barrel/Day)

Average Annual Growth Rate

1993 2013 2018 . } \ . .
1993-'99  2000-06  2007-13  2014-18  1993-'18
China 678 6,978 11,039 11.2% 12.7% 9.0% 10.5% 11.8%
Japan 5,307 4,637 3,941 0.1% -0.4% -1.4% -2.6% -1.2%
%?a_l 5,985 11,615 14,980 1.7% 3.9% 4.0% 6.2% 3.7%
World 37,568 58,776 71,344 2.2% 3.5% 0.4% 4.7% 2.6%
Source: BP, Statistical Review of World Energy, Each Year
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Table 4. Statistics of Perception of Qil Hub

AT Performance Difficulties Prospects

Mean STDEV Mean STDEV Mean STDEV

Facility Investment 67 3.98 0.738 2.66 0.703 3.56 0.736
Ops and Mgmt system 67 3.61 0.873 2.76 0.812 3.16 0.834
Marketing 67 3.17 0.902 3.06 0.862 2.92 0.861
Profitability 67 3.09 0.870 3.32 0.884 2.87 0.711
Value Added Activities 67 2.95 0.858 3.4 0.881 3.20 0.885
Law and Institutions 67 3.18 1.028 2.83 0.745 3.36 0.972
Policy Willingness 67 3.27 0.900 3.01 0.819 2.68 0.695
Total 67 3.32 0.967 3.00 0.865 3.10 0.873

Fig. 3. The Perception on the Performance of Oil Hub Project

—@—Trading Co.(n=25) —&—Supporting Co.(n=42)

Facility Investment
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Table 5. t-test Results Comparing Trading Co. and Supporting Co. on Performance of Oil

Hub Project
Mean STDEV
Trg((i)l.ng ﬁ:ép%c:)r_t Trg:j)ing Su&[))ort D,\I,{I;agf p
(n=25) (n=42) ) )

Facility Investment 4.32 3.78 0.75 0.69 0.54 2.985 0.379
Ops and Mgmt system 3.76 3.51 0.78 0.95 0.25 1.096 0.109
Marketing 3.08 3.22 1.04 0.85 -0.14 -0.594 0.357
Profitability 2.76 3.29 0.88 0.84 -0.53 -2.448 0.482
Value Added Activities 2.56 3.17 0.96 0.74 —0.61 -2.904 0.075
Law and Institutions 3.20 3.17 0.96 1.12 0.03 0.109 0.581
Policy Willingness 3.16 3.34 0.62 1.06 -0.18 -0.774 0.002"

Note: *p{.1, *p<.05

Fig. 4. The Perception of Difficulties in Oil Hub Project
m—gge=Trading Co.(n=25)  e=ge=Supporting Co.(n=42)

Facility Investment
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Table 6. t-test Results Comparing Trading Co. and Supporting Co. on Difficulties of Oil

Hub Project

Mean STDEV
Trg((i)i.ng ﬁ:;p%c:)r_t Trg:j)ing Su&[))ort D“:Lagf p
(n=25) (n=42) ) )

Facility Investment 2.56 2.7 0.71 0.72 -0.15 -0.813 0.626
Ops and Mgmt system 2.96 2.63 0.84 0.80 0.33 1.576 0.374
Marketing 3.28 2.93 0.79 0.91 0.35 1.610 0.867
Profitability 3.64 3.12 1.11 0.68 0.52 2.354 0.002*
Value Added Activities 3.40 3.41 1.04 0.81 —0.01 -0.064 0.364
Law and Institutions 2.76 2.88 0.88 0.68 -0.12 -0.612 0.067"
Policy Willingness 3.32 2.83 0.95 0.70 0.49 2.409 0.120

Note: “p¢.1, “p<.05

Fig. 5. The Perception of the Prospects of Oil Hub Project

=—@=Trading Co.(n=25)

=—@=—>Supporting Co.(n=42)

Facility Investment

Policy Willingness

Law and Institutions

Value Added Activities

uoh rha o143k Qe Aow ekt

(Table 6)& AdieiAlsl AP 6.9
sluel FA PR that AN FolE 1 7
e B3 A Aol HolH B nisl 2
of ¥ aFe £ W - A AN Al
Fol8 Qo deith, T aEgke] B 2
ol% Aviuwl 29 % FAA, AL, 5o

Ops and Mgmt system

Marketing

Profitability

A agla FAR| o AGAE] AU
Aol vs] o EA7F e Aoz 21T g)
Ao g et ol oYUy AHAdH
IS 2 s Bl Yot EAHS =o] ¢l
28k ks Aol wiEel LdF e HF
£ YsiME 7 BEoM ] EAE iAol o
< Fosta & 5 ok

2



116 F93t3)7] A44d Aoz (20199 12¢Y)

Table 7. t-test Results Comparing Trading Co. and Supporting Co. on Prospects of Oil

Hub Project

Mean STDEV
e SEE Taong Supet S 0P
(n=25) (n=42) ’ )

Facility Investment 3.80 3.1 0.87 0.63 0.89 2.085 0.045*
Ops and Mgmt system 3.44 2.98 0.87 0.79 0.46 2.229 0.184
Marketing 2.84 2.95 0.90 0.86 -0.11 -0.500 0.364
Profitability 2.96 2.80 0.79 0.68 0.16 0.846 0.551
Value Added Activities 3.32 3.12 0.99 0.84 0.20 0.867 0.111
Law and Institutions 3.60 3.22 0.96 0.99 0.38 1.536 0.931
Policy Willingness 2.68 2.68 0.63 0.76 0.00 -0.016 0.327

Note: *p{.1, *p<.05
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