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For a Further Development of Asia in the 21st Century

Zhang Yun Fang

Deputy Director

Development Research Center of the State Councii, China

1.Asia in the 21st century

These days, Asia is o common topic for discussion
among people around the world  Many try to present
their prospects of Asia in the 21st century  The future of
Asia has become a hot issue  Discussions about Asia in
the 21ist century can be divided broadly into the
{ollowing two categories, namely, the optimistic and the
skeptic,

{(1iMaijor grounds of the optimistic argument

O From the political viewpoint, the major issues
discussed regarding Asia have shifted to peace and
development toward the 2{st century. This is in
accordance with the current of the times as a driving
lorce o maintain regional peace and stability

@ In the economic sphere, the average growth rate of
Asian developing countries for the last 20 years was 6-
8%, while that of Europe and the US remained at only
3% In 1990, Asian countries including Japan occupied

—_ -

25% of the world total GNP, now, their share is expecied
to reach 27%  Asian countries, those of East Asia in
particular, have become a locomotive for the growth of
the world economy. It is anticipated that the Asian
region, particularly East Asia, will maintain a high level
of economic growth in the next 15 years with an annual
rale of 7% Mr. Hawk, an Australian economist, points
out that in 2050, the global share of Asian economies,
excluding Japan, will be about 57% Mr. George Yeo,
Singapore Minister of Information and Art, expresses an
optimistic view that in 25 years, the GNP of the East
Asian countries will exceed Europe's and be twice as
large as that of the US.

(3) Asia is blessed with excellent traditional cubtures. In
addition, cultural exchange between East and West will
provide a new basis for future economic development
This background contains a spirit of unity, cooperation,
independence, and creativity as well as democratic
values
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The aptimists believe that according to the trends of
cconomic development, the growth pole of the worid
economy waus in Europe in the 19th century and in North
America in the 20th century: Asia will become the
growth pole in the 21st century. The 21st century will be
the Asian century.

(2) Major grounds of the skeptic argument
(D Politicaly, there are not a few potential {actors for
instability in Asia  There are no guaraniees that these
factors will not emerge in the future Once these
polential factors emerge. the process of economic
development will be damaged
{31 From the viewpoint of economic development. Asian
growth is attributed mainly 1o the progress of economic
independence through a smooth development of trade and
invesimen! within the region  However, the region’s
economy has shown a slowdown due to the less-
developed infrastructure, shortage of haman resources,
and acceleration of inflation. Professor Paul Krugman of
Stanford University argues that Asian countries have
achieved economic growth by depending upon inputs of
production factors Such a growth patiern can be
characterized as the “resource mobilization” pattern
observed in the former Soviet Union  According to his
view, Asian economic growth will not be sustainabie
since it has not been achieved by improving production
efficiency or technology or the standard of knowledge
The Economic Advisor to the Thai Prime Minister
points out that the guantitative comparison alone can not
provide a sufficient basis for assessment of the level of
sconomic development of a region  According to his
argument, even though economic ouipuis of Asia may
exceed those of Burope or the US, quantitative growth is
not able to elucidate the level of science and technology
or civilization of one region. Tuking the cconomic
indices on u per capita basis into account, he concludes
that it is not casy for Asian countries to catch up with
Europe and the US. Those who share this view maintain
that the Asian region wili be able to accomplish economic
development onfy al a low level because of the huge
population, the wide gap between rich and poor, and the
imbalance in economic cupabilities within the region or
belween countries.
(@ Asin suffers a lack of a culural basis for leading the
world economy Many economists indicate that the
region must find its own path to become the luture
growth pole of the world  This means that the Asian
region is required to create a new value different from
capitalism in the early or latter stage  However, it secms
impossible for Asia to foster such a cultural basis in a
short peried of time.

It must be noted that both of the above two arguments,
either optimistic or skeptic, are persuasive o some extent.
Each discusses the issue from different points of view
The future of Asia will be bright, while the region still
has a number of problems. T would like to hold a prudent
but optimistic view that Asia now has a good chance for
development on the one hand, but it faces serious
challenges as well. Therefore, we must make our best
efforts for the future deveiopment of Asia by utilizing

people’s wisdom,

2 For the sound development of the Asian economy

The economic development of Asia appears o be a
positive trend, but the countries in the region share
common concerns over how this trend will be properly
maintained and {further developed. 1 would like 1o
express my own views on this issue according to the
following six points
(1) Maintain the Iavorable circumstance of peace,
stability, and development of Asia, and build a
mechanism for [riendship and cooperation bevond the
intrusion of ideojogy

Asia is encountering a new opportunity of further
development in the post-cold war period  First of all, the
market economy system has already become a common
policy messure to achieve development in Asian
countries. Secondiy, most socialist countries have
adopted reforms and an open-door policy. thus the
countries in the region commonly pursue economic
development. Despite the deciine of the cold-war regime,
some still view the socialist countries in Asia in a
traditional cold-war way. Such a way of thinking and
actions based on this thinking may constituie a new lype
of threat to peace, stability. and economic development in
Asia Therefore, it is of urgent necessity that all countries
abandon such traditional thinking and build the
mechanisms for {riendship and cooperation beyond
ideological differences
(Z) BEstablish 8 complementary economic cooperation
framework for mutually beneficial development

In Asian history, Japan has served as an accelerator for
the Asiun economy, this is referred to in the western
world as the "Japan effect”. However, in the 1990s,
Japun's imports und overseas investment have declined
due to ity economic recession, and as a result, pariners in
Asian countries have turned 1o other countries within the
region for invesiment and the export of production goods
Some Japanese scholars define such a mechanism as
"seif-cyclical economic structure” which can be regarded
as favorable to the region  Having a vast area, the
fundlamental issue of the establishment of horizental
specialization has not yet been completely settied. For
further progress in the 21st century, it is necessary that
the Aslan economy improve and develop this cyclical
structure to establish complementary and mutually
beneficial economic refations, and form horizontal
economic interdependence  Mutually beneticial
development will be achieved based on such a structural
improvermnent
(D Liberalize trade and investment gradually and
strengthen technological cooperation

The APEC Osaks Conference adopted a resolution to
gradually liberalize trade and investment and strengthen
technological cooperation  Such a direction in policy
coordination may prove successful  Development and
transfer of technology will surely lead the Asian economy
to the next step for further development
4) Promote a shift in policy direction for economic
growth and redress the regional imbalance

The growth rate of the Asian economy has been §-8%
for the last 20 years and some courntries have achieved

....5,%



high-speed growth with more than a 10% growth rate
Such a growth patiern is natural and even necessary in the
early stage of development. However, the development
pattern should be shifted from the quantity-oriented to the
quality-oriented.  The absence of this policy shift will
result not only in low-level development but also in
environmental or ecological destruction. 1t is also
ditficull to solve the problem of the development gap
within the region or between rich and poor. Quality-
oriented growth should be the lundamental strategy for
Asian development
(&) Adopt 1 non-exclusive economic policy open (o the
world and strengthen global cooperation ties especially
with Europe and the US

In the post-cold war period, the world economy has
shown remarkable progress toward internationalization
and globalization  However, high economic barriers and
other phenomena of protectionism among economic blocs
are still evident. The Asian countries should pursue an
open and pon-exclusive economic system. To this end,
economic cooperation with Europe and the US should be
given priority
(6) Stress the harmonization of human beings and the
naural environment

The carth is what buman beings depend upon for their
existence [t is our shared burden to preserve the global
environment.  The Asian economy should siress the
harmonization of the natural environment and human
beings. and prevent destructive development by shifling
development priority from the resource based to the
knowledge based.

3 Structural adjustment of the Asian economy

In relation to the above points, Asian countries
commonly face the issue of adjusting industrial structure.
The emphasis of this adjustment differs depending upon
the development stage of each country

{1) Japan

In recent years in Japan, the issue of "de-industriation”
is frequently discussed. This may reflect the fear of
structural adjustment of Japunese industry. The Japanese
steuctural adjustment aims at a highly advanced structure
by dismissing laubor and energy intensive industries. The
Japanese industrial structure is in the process of
advancement, nol retrogression

(2) NIES, etc.

The structural adjustment of countries like the NIES
concentrates on the improvement of less efficient sectors
through introducing technologies from advanced
industrial countries, and the establishment of new
industries  They should also transfer their technologies to
developing countries. Although the contents and
priorities of the structural adjustment differ from country
lo country, the most important issue for the NIES is the
adjustment between the manufacturing industry and the
primary industry.

{3) China and other developing countries
The structural adjustment of the Chinese industry is in
the early stage. The major issue lies in the adjustment
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among the primary, secondary, and tertiary industries,
and the adjustment in the sectors of these three industries
China announced a plan to fulfill a strategic objective of
"two fundamental shifts"--from a planned economy to a
maurket economy, and {rom the guantity/scale oriented to
the quality/efficiency oriented-- for the next 15 years To
this end, success in adjusting the industrial struciure plays
a key role,

Many difficulties in Chinese state-owned enterprises
derive from the inefficient industrial structure  Therefore,
the reform policy for state-owned enterprises may require
structaral adjustment

4.China wishes to coniribule to the stability and
ecocnomic development of Asia

Two issues are discussed in this section: China's active
participation in Asian economic cooperation and
acceleration of the economic development of China

(1) China's active participation in Asjan economic
cooperation

China is a part of Asia and its economic development
will not be achieved without interactions within the
region. About 80% of trade partners and 90% of foreign
investment are from the Asia-Pacific region  Japan is the
frgest trade partner for China and China is the second
largest for Japan.  Ching is also the largest investment
recipient and the third largest trude partner for the
Republic of Korea China's economic activities in the
Asian region have been brisk,

Stressing economic cooperation in the Asian region,
China participates in the activities of PECC and APEC
At the APEC Bogor Conference, China announced the
following proposals:

{1) The major objective of economic cooperation should
be the sustainable development of the Asia-Pacific
cconomy

{2} To achieve the sustainable economic growth of the
developing countries, it is necessary 1o set the favorable
conditions and promote cooperation taking mutual
benefits into consideration

(3) Differences in the conditions of each country should
be respected and the pace of liberalization of trade and
investment should be rationally controlled.

@ Liberalization of trade and investment and
technological cooperation should proceed simultancously.

At the APEC Osaka Conference, China apnounced
enforcement of the policy measures identified at the
Bogor Conference. President Jiang Zemin promised that
China would reduce the import tariff rate in 1996 by
more than 30%. This measure would cover 4,000 items
out of 6,000 import goods. In addition, since 1996, China
has proceeded with 2 reform policy on the following four
issues:

@ Abolishment of the import licensing system on more
than 170 goods and other restrictive measures (more than
30% of total import goods under control}

(2 Test of joint ventures with foreign partners for foreign
trade in Shanghai, etc.

(3 Expand an open-door policy to joint ventures with
foreign partners for retail sales,

(D) Enforce foreign currency transaction for joint ventures

o
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at banks.

{2} Economic development o China

The establishment of a firm economic base might lend
aclive support to the world economy. and to the Asian
economy in particular  The reason for that is that blessed
with & large population, a large scale ol economy. a buge
potential market. the economic deveiopment of China
will not only contribute 10 the peace and stability of the
world and Asia, bul it wili also provide resources,
maekets, and more employment opportunitics

China has further elucidated the guidelines lor reforms
and an open-door policy, and vitalizing the economy. In
the spring of 1996, the National People's Congress
adopied a set of two outlines for economic development
for the next 15 years, namely, the 9th Five-year Plan and
the Long-term Plan for the Year 2010, The keywords 10
summarize the outlines are "two shifts, three doubles, and
five priorities” That means that for the next 15 years,
China will aim a1 doubling its economic capability
assessed by three indicators through the two fundamental
shifts To this end, stressing the five priorities in its
econontic activities, China will pursue stable, sound, and
sustainable development in cooperation with other
countries and regions in the world

To put it in more concrete terms, the "two shifts”
include the fundamental shift in the economic system
within the next 15 years (from a planned 1o a muarket
cconomy), and in the economic growth pattern (from
quantity oriented, extensive pattern 1o quality oriented,
intensive pattern}.

The "three doubles™ are as follows:
(D) By the end of this century. the size of the GNP will be
{our times as large ay that of 1980 (this was already
achieved at the end of 1995);
(Z) By the end of this century, the size of the per cupita
GNP will be four times as large as that of 1980
@) By 2010, the size of the GNP will be twice as large as
that of the year 2000

To this end, China will place five policy priorities on
its economic activities:

-

{11 Fucititate invesiment in agricubiure for further
development:
(@) Steadily improve living standards by eflectively
controfling inflation:
(3 Taking the regional imbalance into serious
constderation, redress the social gap between rich and
pouor;
) Further promote the relorm of state-owned enterprises
to revitakize large and medium scale enterprises;
(5) Strengihen external economic activities to establish a
firm link with the world economy

The policy direction for the next 15 years will be lo
maintain the current trend of economic development of
the coustal region in the east, and to accelerate regional
development in the mid-west. In order to build a new
framework of complementary development among every
region in the country, China considers development of the
region along the Changjiang River and the second
Eurasian Land Bridge as the east-west horizontal axis,
and development of the regions along the Beijing-Jivlong
Trunk Line and the New Beijing-Shanghai Trunk Line as
the northesouth vertical axis. At the same time, further
development of the Tumen River area and the Bohai Sea
Rim area will create a favorable situation for the new
stage of external economic cooperation.

The prospects of the next 15 years are for an economic
growth rate of 8% in the first § years and 7% lor the
subsequent 10 years. China aims to control inflation at
the annual rate of less than 10% for the first 5 years, and
to achieve economic growth without inflation for the
subsequent 10 years Success in the above policy goals
will significantly contribute to the further progress of the
Asian economy

Changes are evident in the world and the Asian region.
China s also in the process of change. [ sincerely hope
that Asia will experience a more prosperous fulure
toward the 215t century

(Original script in Chinese translated by ERINA)
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Assessment of the DPRK' s Economy in 1996 and Prospects for 1997
(Summary )

Hong, Seong-Kuk
Director, Information Analysis Office on North Korea
Ministry of National Unification, the Republic of Korea (ROK)

In 1996 the DPRK took a defensive economic policy
concentrating on economizing in all sectors rather than
increasing production through investment and
introduction of new technologies. As a result, the DPRK
coutd not overcome its structural difficulties, such as
shortages of foed, energy, and raw materials. Stagnation
of production continued from the previous year.
Although trade with China expanded, trade and
economic cooperation as ¢ whole tended to decrease due
to the sluggish economy of the DPRK.

Looking at the production of major industries, at first,
in the construction sector mainly small projects were
implemented rather than large scale projects because of
financial difficulties. Production decreased compared to
1995,

In the agricultural sector, crop production did not
recover because of the torrential rains in July and August
and insufficient restoration of farm lands. Despite good
weather conditions in 1996, the amount of production
was far lower than the average. The total crop
production in 1996 is estimated ai 3.69 million tons
which is much less than the average of 4 14 million tons,
but is 6.2% more than the previous year.

The manufacturing industry fell into a difficult
situation: the operational rate of factory and business
establishments, except some light industry factories
which produce processing deal goods, declined due to
the shortage of energy and raw materials.  Imports of
petroteum and coked coal from China were only

US$157.55 million, a 24% decrease compared to the
previous year. This shows the deterioration of the
manufacturing industry.

Although there was an interest in advanced technology
within the telecommunications sector, there was no
particuiar progress except a telecommunications network
with 120 circuits established on September 11, 1996 in
the Rajin-Sonbong Free Economic and Trade Zone by u
joint venture with the Loxley Public Company Limited
of Thailand.

Regarding external irade and economic cooperation,
the total foreign trade turnover for 1996 is estimated i
approximalely US$1 9 billion, 7.3% less than the
previous year #! provisional estimates. Exports
decreased by 13.5% and imports by 3.8% in comparison
with the previous year The trade deficit increased
stightly.

Foreign trade is stili dependent on a limited number of
countries, among them China, Japan, and Russia, which
account for more than 70% of the total foreign trade.
The DPRK has not yet achieved trade diversification.

Meanwhile, regarding external economic cooperation,
the DPRK focused on acquiring support for consumer
necessities rather than securing intemnational cooperation
in the production or investment sectors,

Based on the above mentioned economic trends, the
economic growth rate of the DPRK in 1996 as evaluated
by the Ministry of National Unification of the Republic
of Korea using regression analysis is around -3%. The
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DPRK has recorded seven years of continuous negative
growth since 1980 This indicates that an economic
recovery for the DPRK will not be casily achieved

This difficult situation. particularly in 1996, was the
resubt of a government policy that sought 10 regenerate
production through domestic efforts aione without
opening up to the world economy  The government stuck
1o strengthening the education of political ideas, ie,
Tuche ldeology, rather than pursuing systemalic
management based on rational economic principles, and
it did not have any practicul plans  The fack of trade and
the weak economic environment--a loss of intermational
cconomic confidence and blockaded Nerth-South
relations--could not be improved either  This is a likely
reason for sluggish foreign investment in the Rajin-
Sonbong Zone.

Since 1996 was the last year of a transition period
started in 1994, it is possible to evaluate the DPRK's
economic achievements within this period. At the
beginning of this periad, the government focused on the
adjustment of a distorted economic structure and
establishing a basis for the next economic plan, etc as
important targets. Agriculture, light industry, and loreign
rade were taken as basic strategic sectors to achieve the
above mentioned targets. However, during this period,
the decline in working morale after Kim il Song's death,
re-occurring floods, and the aggravated financial situation
caused the stagnation of leading industries which in turn
had a shrinking effect on other industries As a
conseguence, the structural decline of production was
further exacerbated; recovery of the economy of the
DPRK is not expected

Regarding the prospects of the DPRK economy in
1997, the goverament announced "the direction of
national policy for 1997" on January |, 1997 in a
common editorial in newspapers published by the
government instead of in new year greetings  Priority
will be given to solving the shortage of food. In order to

increase production as much as possible in all economic
arcus, requirements for conservation are more strict than
hefore as is symbelized in the phrase "save a watt of
electricity. a drop of oil, # handful of coal. and a piece of
steel.”

The amount of grain available domestically in 1997
will be only 389 million tons which were produced last
year However, demand is 677 million tons including
5 15 million tons for food  The shortage is expecied to
reach 3 08 million tons. Without any particular measures
to solve the shortage of food, the announcement made by
the government is only a "pie in the sky.” unless there is
support {rom outside.

The main reason for the DPRK's continued economic
stagnation is the serious shoriage of energy. To
overcome this problem, the conservation of duily
electricity is strongly recommended, and other measures
are discussed. However, the energy situation in the
DPRK will be difficult to solve only by saving or cutting
down. The oil situation has not improved either The
DPRK will mainly depend on crude oil from China and
heavy oil supplied by the Korean Peninsula Energy
Development Organization (KEDQ)  However, we
cannot expect the amount of crude oif and heavy oil from
China and KEDO to increase from the amount supplied in
31996 Thus, the energy shortage in the DPRK will
continue in 1997

Moreover, political instability will be an obstacle lor
the DPRK 10 improve its economy The detection of Mr.
Hwang reveals a critical tluctuation in the power
structure of the DPRK. The DPRK cconomy will not be
able to surpass the difficalties of 1997 unless there is a
drastic change within the country

(Originat seript in Korean transluted by ERINA)
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The Current Economic Situation of Mongolia

Puntsagnorov Narangua

Deputy Director, Foreign Trade and Economic Cooperation Department

Ministry of External Relations, Mongolia

Nearly seven years have elapsed since Mongolia
began its transition from a centrally planned 1o a
market-oriented economy.  Broad privatization effors,
consistent measures to liberalize trade and prices and to
develop the private secior during this peried have
yielded some positive outcomes. However, on the
whole, Mongolia's economy still has not entered the
track of stable growth

According to statistics, the number of families living
in poverty increased by 28.7% in 1996 Today one
third of the population lives in poverty  The number of
unemployed and homeless is also increasing.
Mongolia's labor force reached 1.2 miliion people of
which officially more than 60 thousands are
unpemployed. The secial gap between the wealthy and
the poor is widening

1996 was a year of political choice for our people.
For the first time in 75 years the reigns of power in
Mongolia are being peacefuily transferred from one
political force to another. The June 1996 general
clections prove that the people of this country support
the policies of democratic reform and a free market
economy. The Democratic Union Coalition, which
won g majority of seats in Parliament, formed a new
government with a substantial reduction in the existing
number of ministries and departments.

Despite the fact that the Government's Guidelines of
Economic and Social Development for [996 set a target
o increase the Gross Domaestic Product (GDP) growth
rate to no less than 3%, preliminary estimates indicate
the GDP increased by only 3% (Tables 1, 2) while the
inflation rate remained at the previous year's level of
53.2%. At the end of last year the national budget
revenue was Togrogs (Tg} 1392 billion, but
expenditures amounted to Te. 174.2 billion, thus, the
budget deficit was approximately Tg. 5.0 billion

In 1996 the average export price for copper
concentrate declined by 289 and that {or cashmere by
20% in comparison with the previous year The decline
seriously affected Mongoiia's balance of payment and
state budget. The stwie budget's continued dependence
on a few export goods and industries has dumaged the
economy and renders it valnerable to outside factors,
such as weak prices and exports demand.

The consumer price index increased by 38 7% in
1996, mainly influenced by the liberalization of energy
and fuel prices in September 1996, Since October
1995, the exchange rate of the Togrog to the US dollar
(LIS$) has declined, By the end of 1996 it was Tg
693.50 per USS1, a decline of 46.6% compared (o the
beginning of the year (Table 3) The total money

supply for 1996 wus Tg. 128 4 billion with an annual
growih of 23 7% from the previous year; money in
circulation increased by 34.9% in 1996,

In 1996 Mongoelia had trade relations with 70
countries and u total foreign trade turnover of
US$861 2 million, 3.2% less than the previous year
Exports amounted to US$422.3 million and imports 1o
UUS5438 2 million The major factor affecting the
country's foreign trade in 1996 was the decline in
export revenue (as mentioned before} due to lower
world prices for copper and cashmere.

The share of the Russian Federation in the foreign
trade turnover was 27 6%, that for the People's
Republic of China was 16.1%, Japan 13.1%.
Switzerland 13.09, and the Republic of Korea 6.2%

Copper, molybdenum and fluorspar concentrates,
raw materials and products of animal origin such as
cashmere, camel wool, sheep weoel, hides and skins,
carpets, textiles and leather goods are the main export
nems of Mongoliz. Industrial goods represent almost
80% of total imports, other imports include foodsiulfs
and consumer goods (Table 4)

Mongolia is still a net importer of oil products and
lubricants which constituted 23% of all industrial
imports. However, with the participation of foreign
entities, Mongolia is exploring for oil within its
territory. In October 1996 the new Democralic
Coalition Government formed the Petroleumy Authority
of Mongolia in an effort to overcome technical and
bureaucratic problems and speed up the oil exploration
process. In December, Mongolia exported first barrels
of crude oil in order 1o establish the oil quality and
potential; this has given rise to expectations that the
country could become self-sufficient in fuel needs und
perhaps even an oil exporter

In 1996 the industrial sector produced goods worth
Tg 2393 billion, 2.5% tower than in the previous year
{Table 3). OQutput in the production of food, skin and
leather processing, footwear, glass and ceramics, and
garments declined substantially. The production of 40
items representing 37% of major industrial products
increased, including the production of coal, copper and
molybdenum concentrates, fluorspar, gold, carpets,
combed cashmere, camel wool blankets, und disposable
syringes

Gold mining has achicved more success since the
adoption of the Law on Mineral Resources in 1995
Last year 5,311 kg of gold were mined in Mongolia and
according to the Cabinet's action plan, by the year 2000
the amount of gold mined annuaily could be nearly
doubled
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Currently only about 10% of light industries created
under the oid system are operational and many of these
are idle and saddled with enormous debt. Many believe
that industry can be revived and new jobs can be
created by preventing the export of raw materials
However, we must consider whether or nol we can
export our products at appropriate prices and if their
quadily can meet world market requirements

Mongolia's livestock population continued to rise in
1996 and reached 29.3 min. heads: 357 6 thousand
camels, 3.5 min cattle, 2.8 min horses, 135 min.
sheep, and 9.1 min goats. A rise in cushmere demand
triggered a scrambie for an unprecedented increase in
the number of goats within three years. The population
of sheep decreased by 9%, and that for camels by
33 .6% The number of breeder animals has not
increased to the desired level Currently, more than
90% of livestock belong 1o the private sector and to
individuals. The privatization process has led to a
migration to rural areas of people wishing to engage in
animal husbandry

The total crop production in 1996 was 220 |
thousand tons, of which 2133 thousand was wheat
Compared 10 1993, the production ol crops declined by
41.3 thousand 1ons because of financial difficulties,
credit debt, the high interest rate of credit, absence of
technical renovation and shortage of funds

The new Government emphasized the leading role of
the privale sector in accelerating economic recovery
and growth. In this context, foreign dircct investment
is expected to play an important role. Measures that
have enhanced the climate for foreign investment
inciude the achievement of political stability, the
implementation ol appropriate macrocconomic policies,
the adoption of liberal trade and payment systems, and
the creation of a legal framework

However, there are also a number of unfavorable
macroeconomic conditions, including a high inflation
rute, which have retarded investment. In 1996 more
than 540 econemic entities, with total investment
commitments of US$123 miilion were carrying out
operations in Mongolia. At the initial stage foreign
investments were prevalent in trade and services.
Currently there is a shift in investment flows lowards
mineral exploration, construction, wool, cashmere,
textiles, power industries, and communications.

Due to their geographical proximity to Mongolia,
there are more joint ventures with Russia and China,
however, investmenis from the US, Tapan, ltaly, and the
Republic of Korea have increased in areas of mining,
oil, and technology intensive industries. Mongolia has
signed more than 30 agreements with different
countries on muiual encouragement and protection of
investment as well as prevention of double taxation.

Because of the smallness of the market, the harsh
continental climate, poor infrasiructure, the relatively
high cost of labor, and in part because of a lack of
knowledge among potential investors of available
opportunities in Mongolia, investment inflows are
expected to remain modest in the next few years
However, in fune 1997 many foreign delegates are
expected to attend a national conference on foreign

investment which will be held in Ulaanbuautar

Last year the Mongolian Parliament adopted @
number of taws, such as the customs law, the customs
tari{{ law. the social insurance law, the Mongolian
Chamber of Commerce and Industry faw, law on
housing and land privatization, the law on NGGs, and
many others which ure important for further social and
economic development.

The biggest problem we are trying to solve now is
the issue of carrying out structural reform of public
enterprises. Towards this end. the Government
implemented a series of measures. however, the
majority of industrial and business enterprises have
been unable to improve their financial situation and
have become saddled in debt to each other and to banks
and tax oifices

In 1997 the Government will pay particular attention
to privatization issues. Since its foundution in August
1996, the State Property Committee audited the
financial activities of o number of big companies under
the state budget  According 1o the Commiltee
statement. more than 330 state-owned properties shoukd
be privatized this year. The Government plans to
privatize up to 60% of state property by the year 2000

In accordance with the Government's guidelines for
economic and social development of the country, in
1997 the GDP should increase by 5.8% while the
annual inflation rate is kept below 353% The Siate
budget for 1997 forecasts revenue at Tg [57.8 billion
with an expenditure of Tg 184 1 biilion

The guidelines urge bank reform including the
settlement of sovernment credit cebts through the sale
of government bunds, the privatization of commercial
banks. and the tightening of central bank controls over
commercial bank activities. In December 1996 the
Government decided to close two of the country's
largest commercial banks, "Ardyn Bank" and "Mongol
Daatgal Bank™ after they experienced serious losses and
fell into a deep cconomic crisis  They were replaced by
vwo newly formed banks under the control of the
central bank: the Savings Bank and the Reconstruction
Bunk. The combined actions of the government and the
stute banks have been directed towards normalizing the
hanking system to curb the danger of destabilizing the
country's economy. The closure of the two banks
represents the start of radical changes planned for the
Mongolian banking sector.

The International Monetary Fund, the World Bank,
and the Asian Development Bank as well as donor
countries are rendering considerable assistance in
helping our country to make a rapid transition to & new
economic and social structure. Japan has supporied
Mongolia's moves towards a market economy from the
beginning, and with the World Bank it has played a
decisive role in organizing donor country meetings
which helped Mengolia greatly in solving transitional
problems.

Mongolia's membership in the World Trade
Organization since 29 January 1997, is of significant
importance as it provides an opportunity to coordinate
Mongolia's external economic relations with the global
integrated economy
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The Government's "Program of Action to 2000" industries  Mongolia will consistently continue 10
focuses on the complete democratic reform of foster riendly relations and construclive cooperation
Mengolian society, making the country more dynamic with other countries and international organizations

in its exports and more productive in its basic

Table 1 GDP growth rate of Mongolia in comparison Table 4 Major import and export items in 1896
with previous year Export
year | 1930 | 1991 | 1992 | 1993 | 1994 | 1995 | 1994 ems Units Volume
LA -2 821025 05 | ~3.0 2.3 6.3 26 Copper concentrate thou.tons 4861
Melybdenum concentrate thou tons 5.5
Fluorite concentrate thou.tons 128.7
Table2 GDP by seclor {1996 est.) Combed cashmere tans 7032
Seclor billion Togrogs % Sheep wool tons 74487
Industry 166.9 31.3 Camel wool tans 1,025.0
Agriculture 153.6 28.7 Sheep skins thou.pieces 1,700.0
Distribution and 771 14.5 Cattle hidas theu.pieces 2507
Warehousing Sawn wood thou m 96.4
Construction 28.8 5.4 Cashmere garments thou.pieces 177.0
Transportation 13.3 2.5
Others 93.7 17.6 §mpgn
TOTAL 532.8 100.0
ltems Units Volume
/Value
Table 3 Exchange rate of the Togrog to the US dallar Patral thou.tons 193.7
year | 1992 | 1993 | 1994 | 1995 | 1996 | 1997+ Diesel fuel thou.tons 118.7
Tg. per Mazut thot.tons 33.6
USs 1500 | 3860 | 4141 | 4736 { 6935 | 8300 LUbricants Jons 4439.0
# First Quarier of 1997 Energy . minKw 374.8
Wheat flour tons 97,783.0
) o G lated 123,
Tabie 5. Major commodities in 1986 .rarsu ated sugar tons 10.123:4
— - Rice tons 7,032.8
Commodities Units Output Vegetable oil tons 2967.0
Electricity minKw 20470 Cars pieces 27420
Coal thou tons 51110 Machines, equipment and min $ 98 5
Fluorspar thou tons 565.0 spare paris
Copper concentrate thou.lons 351.0 Transport means and spare | min § 756
Processed metal thau.tons 18.0 parts
Cement thou tons 1060 Chemical products min.$ 23.8
Meat thou tons 9.0
Flour thou.tons 92.0
Bread thou.tons 30.0
Carpets fons.m 666.0
Sheepskin coals fonu.pieces 15.0
Woolen fabrics fonu.meters 45.0
Sources:

“Mangelia's Economic Reform Process and Guigdelines” prepared in February 1997 by the Economic Policy Department of MOF
Government newspaper "Zasgiin Gazryn Medee" #72,1997
Mongaolia's customs statistics-1936




ERINA REPORT Vol 1T

EyOLEEORIK

L OLNBREESREARNE
RE TS TS T F T TT

E 2 LA R SRR~ OBITE A L T B o fot, A ORTIUT 0 I3 200 081864207 F
S TAEMESEL A, T, EEeoREL. T Wk fry VRS2, 23075 F b A A AR 8200 ¥

sefmteo gl RMEMIE S EouEi b s -1 LT D WEET L DA OVHET SIS A0,
LIgEmis - T, By TABREHEEL22H 5, LA MO &SI e H & 3 7 OEBEIEOIE X HEhi
L7edts, fiik LCESriindgE LamERZA - Ty A LA ETHL, HBRIITSL AR, Tl 7

Bk, SR phuE, AEREIXI0964ZE FF2T 6%, WOENG 196, EIARI3 1%, A 1 A130%. R
BTG L THIR® 3 GO 1IIEL Twd, £, K §2amETH L, B Lo EELAEIE, M, 'Y
W og - 4 L AOBL FEHIRINL Tvde FA AL L EEEL EOBEhoW, AL IT, ¥4 A0
12075 AL TwvAd, FOP 6 T AN LA R -, R, B BRER SRR el oL
BT b, TOLHATROREERL22HL, WiESTH L 2, MAMEBT B A5800

WOO6HEE . T > LI & o TEGIEIROETEH o . R TR S (). LERESEmALLE Y
7o GHICTTDALCE ST T B T i TEHEE A5 % HoTwh, BTy T T, 4
SERISLz R LA (BRINAGE C Ak%ﬁm#a&n; EOYEE B TENO R ERS N TH L. 19965 10T,
Y, FOREE, BRI B L '?“ﬁrimwﬁmu FERERY - B e e LR
LWQ_EWTLkwéamhkﬂmmglh o 7ol AN S0, TE ITLHlREL 2%
B . HIFRE OB O EE KR L 22 L Mttgmﬁwnuﬁ‘%>3ﬁﬁﬂmmmwbuﬁuﬂ
ﬁw”fﬁWHﬁﬁwwﬂwmn 1996 Tif. GDPH [ S Ao, WO, JhiZEN, B
FASGELFIIE LA En S B I b DS T A G ETHE TR, S S Tl E
PR TR Y (#EL 2y, —H A Y T LB 124403 A0 TiEhvh v MisadE A Ty,
405320 & AR D F $ Th b, NEEER o TOMER 19964 00 LR M o 4 BEWE L 1A EE2 596 002,393
WL, B AE1s02iE R Y L RINE LTI U P et U HORRERL . REEWy. AT AL B
T, IS0 F Yy O ERTETH L, e ORI AR L AT, B O

100G 2 FRET O EER MR L DT A28 T AT . D 3 3;,rh.[,ahfa40uu[l03fl;(-uliJﬁUnl,f:u s O

T O E200% F AT A, AU L D) B L T OEFIL OB SR L W, BT &L #EL AL 3T
ﬁ\‘ﬁiiﬁl?&‘i¢]¢-,l,.ll(:t}\c?H]”"*r U P B EE A o ANy~ AR, HIETOEME R SN LS
Ol EEREL T D . FOERICL D REF (#5857,

Blagh Pia D kot s, B oo VEREE. KPR R LCIRER 199545 7> BE ST L i Lt PG L Tv
iR S M L AN R T A INEO T %3IQ%HHﬁﬂmiﬁﬂimyﬂﬁﬂ%ﬁméiu;ﬂ,Eﬂﬁm
T b “/>a>ﬁﬁ>uxnm\mmmifuﬁmmwmmm

AT R B 10964 (258 To ¥ L AoAd, ZHUEE i&!l”i hHLDEALILTVS,

2100659 g B AL Ao L F e RFE O B I BTEE . oL 0P aiE A TEY,
IZEALOTHS, 7 7O FLEEL — 121995 mwwwmhwﬁg%ﬁmmLLm@tﬁc' o BLEE
EI0H LT L T AT Tev b, 1986 (T 1 S I oLt el st W BT T T e g T, BHARE SR L
4665 TIEL, 1 FL=60350F 02 Ehoal (#83), RENEA B A _gi%innA%#uﬂJJM*w*mem
m%ﬁm&ﬁmv?~Wf?4@ﬁ$m%7mm@wmm BTG T E A0 E RGO BRI S e R
gy kel e doF 7T 4 (354 95 L Ao, Raahb i a08ias,

%yjnm%mﬂ%d.m%#uﬁ%#mvm&ﬁ%# IOV O ENI 10964 L B By, 2 7 IR

— 15—




350G, E280 W, L350, EAEg10HET, &
Frea30 T L A FRICHERIZ, A 2 I T ol BTk
128 - CREWTREICI AL, Ll Hudow, I4 ¥

W3 ESIEA L TR EEREEE S Ll A E TR
L Twde vy, WEE0s bl oS RIEM S 5 v
R AOTT Do FEHILOMIET, £ O
EOGEUCE AN~ L A
106N RO ESE2201 7 F o T, 2
Floe e Ca A WECHE. R, R
CFEEASE O Az ILHERS 199548 1L
Lize
AL, FROTIA & BRI 8 7 o TR RS

LIl E B TWvad, 29V UEEOP T, il

u.—-

> T B

@ 52153

SEHPO A
T30 |

2kt

HORBETHE R E LN T SR E T A, i
b OIE TR R B S A3 & LTI, BliosssE.
WO o OESREORO LR, BB L AT LG

HEA ., iEAIE O B LA LAds, v -
FLEOL S, e EEmEEL L vy
SRR DTy A 199G TS0 Lo R A
TI2.3007 4 F A AT & I, IBRRTE . bl
5 QTR THIE B RO — & A s LTz as, B
T EOFETEE S R IR 6. A, EBaly, # 3
W, e~ LT D,

WERNSES I 2 s, Tl T RUPE DS’
FVA, T AA, HAR A ¥ 0T @ES e, R
RS, R RS R L 7,
230 7 L Lo iEia L o iCHeTT oy R (ke B ov e, 2

Db,

- gl A
7Rk,

L

LOB oW Lo HoSn L Cud, sy
=50H’/tfrmu\4i T AL OWMBEVANE O BL

VoRBEPE S, 1 2 7 o, RN Y oS

ELSIIT R OETREESFETHECNSN TV Rn T E
AN & % o T GiREMIEMET RS (vt ]
BivTwvid, LA L, 109716 H % 3 2 1 LTl i &
B HME TR IE S OV BRI BT A b o &
WiiszhTuva,

WAL o TR GRS I BIEE M ah i, €

L T T N e =3 ol
NGO 24 Forth s b - T
DR IRR L A2

BHEsE > o et A S R FRINE

AL B ik,
X

[ e R oo Ll

ERINA REPORI Vol 17

HERTH L. ORI 2T, ElfiE—
TR L TELD, $nmiWEEricg+as I L
AT EY. LoDV ITHTT R BRI
UL L 2 TEE AR M- T D, 1997 I H
L:,i'-:,'ﬁf.'f-:ifH"l‘*‘iii‘f‘ﬁ)%:n L ATV HE 2 1 42 1 1996 E8 H @
bl B oEE OSSR L TE L,

DFEHGOHNC L L L 3300 Lo B HiEA 4R
RAf{t s NARETHLHE STV D, FHFIE2000F T
A O60% F TE RAETA0#ch D,

FEUTHL &R ORUHGEN ] 12 JUE, 1997424 2{2GDP
L5 8% R L. SR > 7 LAaansa T 1A HaLs -
Ellfr»Tvid, 109TIROBERTH ;

LR A 57808 b oY)
LRI BIE L Ay ERIAER TV S, OB

O

it

kT, [i’iifs'{‘{:i6!%‘1%‘?1‘?53‘307?s!ih"l-‘. M REBT O bR
T O T AP RO T 2 R o — O

§
.
{

EL e HO T AT I EAMEE Ty A,

19964 12 . [EPIck oM ESITch A [T7 0 F o 5T
(ARSEF ] & T an & o b AT (BT |
&, Bofche bl L CERE IR AT L Ao A, Elifi

BT L DS, D oeiFiede gy
CReAr AL TS 17 &

TR BFizH L

[T ) 2o, B

i TR J*@Mm$UI 795 (L O R B < 7
BONTHIED m&“twﬂﬂﬂtuwo)luwﬁ T

OHEUL. & - T OHRITTM O Ao - "fFfsT.' h B o

[0 TS5 (IME) . B GHET (WBY, 7 27 [ sa
i {ADB). {—d)-ﬁ%m"-"‘f*i"‘f"'l??fnzt J T RO L

kg
1AL > o il

OB Y

AHlils < D R TT - Twh,
RO EE MWL L TR

BB R R LD B IR0 BT oMM
i 2 IR RGO & Gy 2 b, 9

TR A G LT D 19974 H29l e o

e s
fika

AR B (WTO) 2R A LAs s ki,
L ORMYHERNE T R EEE L T T A D e
fE7o kv e T IR R B R D,

Bz £ 5 f2{}{}(}f§"~£:§ﬁ1£T"CUD?T‘LF}JEEE‘!I!!‘IJ Tl 2T
Wik s E R gl s e R L e oA g
Pra 8l b LHGEHVTWDL, EX LIl

..\
:ilit.

FEL A RIS & O BT IS & st fe W s % 4 4 s
LTw 2 hTadhis,

(FHERINA)



ERINA REPORT Val 17

ErEBEORR

|1 ELALOGDPHKES

24 FLOMOTEHBAKE (19965

1990 | 1991 | 1992 | 1993 | 1994 | 1995 | 1996 W
GIPREE| 252 | -9.25| 95 | ~30 | 23 | 63 | 2.6 gt 8 B i
i LIED T b 486 1
. U T Fh 55
L JADGDPRESR R Foop 128.7
(%4) [— GDPREE | HLIT P 703.2
10 ¥ = [ 7,448.7
5 /\ F A b > 1,025.0
0 | i | ] i X B T4 1,700.0
$ K T3 2507
5 \ / 5 # F o 96 4
- 2,3 5
"a0 1991 1992 1993 1994 1995 1996 2227 DTS i@ 177.0
A
&b =l B it /S
|2 HEFRIGDP (19964EIEED) Huy T 183.7
5 P Haksus % TA—HAH Fhe 118.7
T #® 166.9 31.3 LR F b 336
i # 153.0 287 HEibiepii b 4,439.0
Bl - BIE 77.1 14.5 &N BAkw 374.8
om B 28.8 5.4 INEF} [ 97,783.0
VB8 13.3 25 I -1 - 13,123.0
T 93.7 17.6 * R 7,033.0
& 5t 532.8 100.0 i b 2,967.0
BT =) 2.742.0
. - gEs] BVl 93.5
E L ALOBPRIGDP (1996 HEEH presymyer: P S
T Mty 1B MEA HAEN 23.8
18%
e > T %
2% 2% £5 ELIAOZEES (1996%F)
PRER S i g B4 EER
5% 351 Hhkw 2,047.0
- Elit Fho 5111.0
Gl " m?E T 565.0
14% 299‘ FLEE D F k> 351.0
¢ i ey Fro 19.0
AL b Fry 106.0
4E F ok 9.0
3 rFVIOWFREEL— b NEE F b 92.0
# [ 1982 | 1993 | 1994 | 1995 | 1996 | 1997+ N Th 30.0
TF H—ny b ¥ 666.0
L3 | 1600 | 3360 | 4141 4736 | 6935 | 8300 =% iy 15.0
#1007 14 58 1 T 1Y G Tm 450

(FLFHHAR)

CELOAAEEERENGES TR IABRENSEOBE &5t 1097528

< E L D ABURFEFAR [Zasgin Gazryn Medeel 19078728

< E L OAIRREET (19968 R)




ER{NA REPORT Vol 17

The Tendencies of Development of the Russian Far East:
The Experience of Use of Regional Accounts

Nadezhda N. Mikheeva

Deputy Director, Economic Research Institute, Far Eastern Branch,

Russian Academy of Sciences, Khabarovsk, Russia

The system of macroindices of the Russian national
economy, calculated on the basis of the methodology of
national accounts [System of National Accounts 1983},
has been published by the State Stitistics Committee of
the Russian Federation beginning with data for 1989
{Rossiiskii 1996].

Regional accounts are viewed in the System of

National Accounts (SNA) as a useful tool for analysis
of the national economy's regional problems. However,
the development of regional accounts requires new
conceptual approaches, and is extremely hampered by
problems in collecting regional economic information
[System of National Accounts [993].

For the Russian Federation (RF), & country of vast
territory and extremely big regional differences,
working out a system of regional accounts as a
statistical base for economic analysis of the regional
and interregional problems is an urgent task. At the
national level progress in introducing SNA into
slatistical practices is already obvious, however, at the
regional level such work is only beginning {Ivanov

1995, Yurkov 19951 The State Statistics Committee ol

the Russian Federation made an experimental estimate
of the accounts of production on the basis of the SNA-
1993 methodology in the RF regions for 1994, it alse
released a publication on the production accounts in
separate regions of the Far East for 1995 [Khabarovskii
1995]. However, there is no official statistical
information yet for an analysis of regional development
using SNA methodology

Despite substantial differences in the conceptual
statements and the structure of the method of the
national economy balance and the sysiem of national
accounting, there is a similarity between them which
allows us to use the available statistics at the stage of
transition from one system to the other. This pertains to
the production accounts, income formation accounts
and the accounts for use of the regional product.
Transformation of the available statistics (elaborated
within the method of material balance) into the system
of indices used in the national accounts, requires the
addition of flows of non-material services, as well as a
tegrouping of the available data [Ivanov 1987, lvanov
1995].

We used such an approach when estimating regional
accounts for the Far Eastern region of the Russian
Federation. The main idea was to systematise the
available regional statistical information within the
concept of regional accounts by making maximum use
of official statistical data and filing the missing links by

means of various estimates,

Estimation of basic mucroindices for the Russian Far
East was conducted on the basis of methods of
development for national accounts used by the State
Statistics Committee of the RF {Rossiiskii 1995,
Methodologicheskie 1996]. Since & considerable part of
the indices--first of all structural characteristics--are
absent for the region, in many cases information for
Russia as a whole was used.  An important source of
information for estimations was the available accounts
of production of commuodities and services in the Far-
Eastern region for 1994, These contain a number of
structural characteristics of the regional economy,
which are not possible 1o estimate in the Far East on the
basis of other statistical sources: information on
intermediate consumption, taxes and subsidies, the
service sector

The indices of GDP preduction were recalculated
inte comparable prices by using the method of direct
deflation or extrapolation of the basic level of value
added according to the physical volume indices or
natural indicators reflecting the dynamics of production
development in the given region [Methodologicheskie
1996, p 161-162]. We used this approach for
estimation of the gross regional product preduced in the
region  Recalculation of the indices of the gross
regional product into constant prices was made on the
basis of estimates for corresponding indices in current
prices, and the price indices throughout the Far East.

The production account, income formation accounts
and the accounts of use of the gross regional product
were estimated for the Far Eastern region for 1990~
1993 and 1995 in current prices and constant prices,
The calculations alow us to follow the dynamics of
basic structural proportions of the region over the
period of relorms. Below we will review some of
them. For this analysis information can be obtained
only on the basis of the SNA methodology.

The specific feature ol dynamics of the structure of
the produced gross regional product during this entire
examined period is the change of correlation between
the sectors of commodity production (the primary and
secondary sectors of the economy) and service
production (the tertiary sector) The tendency for
reduction of the share of gross regional product,
produced in the sphere of commodity production, and
the increase of the share, produced in the services
industry, corresponds with that for all of Russia. For
all of Russia the share of commodities in the gross
domestic product fell from 60.5% in 1990 to 46.3% in
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1995, and the share of services increased
correspondingly from 32 6% to 45 7% [Rossiiskii 1996,
p 2861

In the Far East these changes proceed more slowly

compated to the Russian average. In 1990 the share of

the tertiary sector in gross regional product exceeded
the Russinn average (40 8%). Over the period of reform
it has grown; in 1995 it constituted 50.4%, though the
rate of its growth was fower than the Russian average

From the beginning of reform, in the sectoral
structure of the regional product there appeared a
sendency of reduction in the share of incomes [rom the
industrial economic sector: industry, agriculture,
construction, and an increase in the share of incomes
from the tertiary sector.

Fig 1. The sectoral structure of the gross value added
produced in the Far East
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The same tendency occurs as well in the structure of

regional output. The share of commodity production in
gross regional output was reduced from 68.7% in 1990
to 53.3% in 1995, The share of services by conitrast

grew from 319 to 46.7%. The shifts in production ol

gross regional product resulted in the fact that the share
of regional income, formed by the primary and
secondary sectors of the Far BEast, achieved equality
with the share of the tertiary sector. The tertiary sector,
the share of which in the pre-reform Russian economy
noticeably fell behind the share of the tertiary sector in
countries with a developed market econemy, became,
under conditions of reform, one of the most important
factors influencing the general economic situation.

The dynamics in the number of employed in the
sphere of commodity production and service production
has a tendency for redistribution of labor resources

from the primary and secondary scctors Lo the tertinry
both for Russia and the Far East  This process s taking
place along with a general decline in the number of the
employed in the regional and national economy. The
number of those employed in the region's production of
services in 1990 decreased by 9.4%, while the number
of employees in the sphere of commodity production
decreased by 23 9% The rates ol reduction in the
number of employees in the sphere of commodity
production are approximately the same as tor Russia as
a whole. However. due 1o the population outflow from
the region, the redistribution of labor resources to the
services industry is occurring more slowly (fig 2).

Fig. 2 The dynamics of the number of employed in the
sphere of goods production and services
industry in Russia and the Far East (1980=3D1)
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A relative increase in the number of the employed in
the tertiary sector is accompanied by a growth ol the
share ol gross value added, produced in services
industry. However, for the Fur East increase in the
share of the tertiary sector falls behind the Russiun
average

For the Russiun economy development of the tertiary
sector is an essential factor for employment guarantees
and income formation. Iy development is important in
terms of stabilizing the economic situation in the Far
East, however, its influence as a counterbalance to the
decline in the sphere of commodity production in the
RFE is considerably less. The complexities of
unfavorable and price-raising factors of the region
(high transport and power tariffs, expenses on
remuneration of labor, poor infrastructure as well as
specific factors affecting the development of the
services sector, such as the low density of population,
large distances, eic.) hinder the development of the
lertiary sector.




The change in price proportions has led to a change
in the comparative cffectiveness of production in
different sectors of the regional economy. Owing 1o
higher costs of labor in the RFE. the share of
intermediate production in the region, practically for all
major sectoral aggregates (excluding transport), is
lower than the Russian average according to data for
1994. Therefore, in terms of the regional criterion--the
share of gross value added in the regional product--
production in the RFE turns out to be more effective
than for Russia #s a whole (0 5965 in the RFE and (0.541
in Russia) Because of the high cost of labor, the
region does not have an advantage in terms of gross
income, the share of which constitutes 24 9% of the
cost of gross output in the RFE and 29 1% in Russia

{n the RFE the share of gross value added which
forms the total velume of primary incomes changed
during the examined period within 50-57% from the
arnss output of the region. and it amounted 10 57 5% in
1994

Drastic changes tn the structure of primary income
formution took place in 1991-19973 as a result of
substantial changes in management. 1992 stands out as
the year in which prices rose more quickly than wages,
resulting in a considerable growth of profits in all the
sectors, but the change was of inflationary nature.
Since 1993 new proportions have formed corresponding
to the new price system  From 1993 1o 1995 the share
ol remuneration to workers constituted 53-55% of the
aross value added produced in the region.

Fig. 3. The siructure of primary income in the RFE
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remuneration of labor, has decreased. The average
wage of the Far Eastern region was 47% higher in
1990-199% and 716 higher in 1994-1995 than the
Russian average. [Rossiiskil 1996, pp. 817-820] In
the RFE the increuase in wage expenses is the cause of
reiative stabtlity in the share of remuneration for
employees in terms of primary incomes: in Russia the
share of remuneration {or employed workers decreased
from 49% in 1990 to 33% in 1995. This tendency also
reflects the decrease in comparative competitiveness of
production in the RFE, since the shure of gross and net
income in gross regional product remains stable, while
in Russia on the average it grows

During the period of economic relorm subsiantial
changes have taken place in the structure and the role
of the region’s external links. The RFE truditionally
was an importing region, intraregional demand
exceeded intraregional supply. That is, the volume of
consumption of the region was greater than produciion,
the difference was covered through interregional
exchange. Foreign trade statistics show that in 1990-
1991 the balance of RFE loreign trade was negative
Beginning in 1992 exports of products from the region
steadily exceeded imports {Rossiiskii 1996, p 9021

Fig 4. Ratio of the indices of use of the regional product
to the Gross Regional Product (GRP)
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The RFE even in the pre-reform period differed {rom
other regions in its higher costs for labor. For the
examined period the comparative competitiveness ol
the region. connected with the expenses of

The change of price structure and sharp decline in
the size of interregional relations of the RFE in 1992
resulted in the change of correlation between the
produced and used in the gross regional product. The
RFE became an exporting region, of more precisely a
region with a balance close to zero. This is indicated
by the estimates of 1982-1994; in 1985 the balance was
negative, but its value was minor. The obtained
estimates prove the intersctions with other regions,
mainly isolation {rom the intra-Russian market. The




ERINA REPORT Vol 17

estimates where obtained based on an analysis of the
indices on import-export and financial statistics

Estimation of macroeconomic indicators in constant
prices made il possible to trace the dynamics of the
basic regionai proportions

The volume of industrial output in constant prices in
the RFE in 1995 rose 46% from the level of 1990
However, it was smaller than the Russian average
index. Right up to 1995 the RFE was a region with low
rates of decline in industrial production. The difference
in the dynamics of the RFE and the Russian average
indices for industrial production in 1992-1894, when
the situation in the region was relatively successful,
was the result ol different values in the decline of 1991
Al that time industrial production in Russia was 92% of
what it was in the previous year; in the RFE it was
97% In 1992-1993 annual rates of industrial decline in
the region were almost equal to the Russian average. In
1984-1995 the rates of decline were even higher, as a
result, hy 1995 the level of production decline in the
region exceeded the Russian average.

Fig. 5 Dynamics of industrial production and gross
domestic product in constant prices
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The dynamics of the produced regional product
shows that the decline in economic activity in the
region was already greater than the Russian average in
1991. Furthermore, the curve of decline in the regional
product almost equals the Russian average curve, but
the gap increases, denoting a progressing lag for the
region.

Correlation of the use of products for final
consumplion in the region and the produced regional
product in constant prices is presented in fig. 6

Fig 6 Dynamics of production and use of GRP in the
RFE
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An obvious tendency in proportions of the regional
product, produced in the region and used for
consumption, accumulation. and export, is the growth
of the share of expenses on the use for final
consumption along with a diminution of the proportion
of all other elements.

The difference between the produced an used
regional product corresponds 10 the estinmiation of the
balance of interregional exchange in constant prices
As in the case of the correlation between intraregional
demand and supply, the share of net exporis of
production from the region constantly decreases As a
result of the decline of external supply, the volume of
production use in the region was confined to local
production scale. The other side of this proportion, the
regional production, turned out to be limited only by
the scate of intraregional demund and export. This
estimation confirms the conclusion made on the basis
of caleulations in constant prices, regarding the closure
of the region's economy and the gradual reduction in
external dermand for the region's products

The situation atlests to a significant change in the
productive proportions of the RFE. Calculations show
that from the outset of the reform regional demand and
supply almost correspond to each other. The system is
in a relative balance, which is reproduced each year at a
lower level, following calculations in current prices,
The vatues of exogenic demand are insignificant;
compared to the volume of the produced regional
product their value changes very little. Since
intraregional demand and supply approximately
correspond 1o each other, there are no inner impulses
for exit from the closed circle: low intraregional
demand--fow production volume--low incomes--low
intraregional demand. From this, an important
conclusion can be drawn regarding the role of exogenic
factors as stimali for the region's development: in such
a situation the impulse for development should be
exogenic demand, that is and outside impulse in
relation to the formed system.




This work represents the first attempt at
macroeconomic analysis for the development of the
RFE in 1990-1995 on the basis of medern methodology
of regional analysis of the markel economy--the system
of regional accounts. The main features of this
methodology, in contrast to methodology of the national
economy balance which was used for Soviet regional
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research, is an sccount of all spheres of regional
economic activity, first of all the tertiary sector as well
as  other approaches for estimating  basic
macroeconomic aggregates, the gross regionasl product,
expenses on consumption and others. The result is
more adeguate assessment of the results of economic
reform in the region

Table 1. The Sectora Structure of the Gross Value Added Produced in the Far East {in billion Rubles)
1980 1981 1992 1993 1994 1595

Industry WK 2723 411.10 3,208.5G 11,632.10 27.081.70
Agriculiure 4.85 8.03 68.00 775.20 1.974.70 3.794.90
Construction 5.25 8.57 103.20 861.80 3,755.30 6.439.90
Transpert snd comsnunications 7.01 9.73 121.90 999.60 4,683.50 10.969.40
Trade and other sectors of the sphere of 298 9.76 274.80 1.884 60 5,876.20 11,209.10
circulation i

Other economic sectors . 6.95 15.10 226.96 2,554 .19 8,735.62 14,628 .50
TOTAL 38.77 78.42 1,205.96 183,374.89 36,657.42 78.523.50

Table 2. The Dynamics of the Number of Employed in the Sphere of Goods Production ard Services Industry in Russia

and the Far Bast (1990==3D1)

19490 1991 1992 1943 1994 1995
Russsia
employees in goods production 1000 97 8 94.6 91.6 85.8 81.7
employees in services 1006 08.4 97.1 97.3 97.7 98.7
RFE
employees in goods production 100.6 96.7 94.6 87.6 78.9 76.1
employees in services 100.6 a7.7 95.7 95.7 93.9 30.6

Table 3. The Struciure of Primary Income in the RFE (in billion Rubles)

1980 1891 1992 1993 1994 1995
Compensation of employees 24.20 44.25 542.50 5,548.10 20,312.50 43,263.80
Other taxes on production 1.45 0.51 (.01 124 40 502.50 569.20
Consemption of fixed capital 4.40 6.28 90 .80 957 70 4,748.70 13.777.90
Operating surplus or mixed income 8.72 27.36 57220 3,654.70 11,101.70 20,912 70
TOTAL 38.77 78.40 1,205.91 10,374.90 36,657 40 78,523.60

Table 4. Ratio of the Indices of Use of the Regional Product 1o the Gross Regional Preduct (GRPY (in billion Rubles)

1990 1991 1992 1993 1904 1995
GRP 39.85 74.79 1,196.78 10,790.24 36,917.13 78,804.46
Expenses for final consumption and 48 .28 7852 914 99 9,494 16 33.442 81 77,689 50
gross capital accemalation
Net expont in foreign trade —2.72 —2.45 28.70 391 .54 1,873.48 2,992.40
Net export in interregional trade —5.71 —1.27 252.09 904.55 1,600.85 | —1,877.50

Table 5. Dynamics of Industrial Production and Gross Domestic Product in Constant Prices

Russia RFE

Industrial GpP [ndustr?ui PRP

Production Production
189G 100.0 100.0 100.0 106.0
1841 92.0 95.0 97.0 928
1592 75.0 81.2 330 75.9
1993 65.0 74.2 72.0 67.9
1994 521.0 64.7 55.0 56.4
1995 56.9 G2.0 46.0 51.9
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Table 6. Pynamics of Production and Use of GRP in the RFE {in billion Rubles}

1990 1991 1992 1993 1994 1995
Net export in foreign trade —2.72 - (0.594 0.44 0.61 0.92 0.64
Expenses for final consumption 26.58 24 84 12.62 F1.64 13.19 13.53
Gross capital sccumulstion 21.71 21.80 13.58 9.83 6.10 5.28
Surplus of produced GRP under final ~6.79 971 279 423 167 068
use of regional product
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Russian Tax System
(Summary)

Oreg M. Renjin

Senior Researcher, Economic Research Institute,

Far Eastern Branch, Russian Academy of Sciences, Khabarovsk, Russia

The policy of colleciing more revenues for the state
budget at any price has led to the situation where taxes
in Russia have become the key economic problem and
major impediment for economic reform Enterprises
suffer from high level of taxes; some were even forced
out of business On the other hand, the federal
government cannot meet its own targeis in tax
collection and was recently forced to announce a major
revision of the national budget,

Being unable to finance announced federal spending
by collecting taxes, the federal government tends to
squeeze taxpayers more In 1996, the amount paid in
taxes by corporate taxpayers was 20 percent less than in
1995, mainly because 40 perceni of enterprises in
industry, 59 percent in the transportation sector, and 37
percent of construction enterprises were not making
profits For example, some food processing enterprises
have to pay in taxes 80-85 percent of their earnings.

Many Russian economists claim that the existing
system of taxes stimulates consumption rather than
savings, investment and reinvestment. A shadow
economy is growing, partly as a reaction o government
pressure. Some enterprises react by contracting their
activities. Foreign investors suffer as well because
some of the concessions granted earlier, such as
reduced import duties for equipment and materials,
were discontinued by the federal authorities desperately
searching for additional revenues

The bottom line is that Russian taxpayers, both
corporate and individual, tend to consider the existing
tax system neither reasonable nor fair. Despite
numerous administrative efforts, tax evasion is widely
spread, including such phenomena as barter
transactions and capital flight. For example, in 1996,
more than 400,000 Russian taxpayers were subjected to
tax-related fines, and about 1 million individuals were
"asked' to file income statements, Moreover, as a result
of 1 million audit inspections conducted in 1996
(January through November) the amount of unpaid
1axes claimed by the tax authorities reached Rbl 45
trillion

In 1996, the total number of federal taxes (including
value added tax, corporate tax, income 1ax, road use
tax, and others) for corporate taxpayers reached 23,

while almost 200 taxes and duties were levied by the
regional and municipal authorities. 1n addition to
budgets of all levels, enterprises have to pay duties to
some 20 state funds, such as pension funds and other
social funds. The number of taxes and frequent changes
in the tax system make it unstable and unpredictable for
taxpayers

On the regional level, some tax rates are under
federal control, but regional authorities are free to act
within the established limits (property tax for
enterprises, education, water for industrial use, local
sales tax and others) Frequent changes on this level
contribute 1o the general fluidity of the tax system in
Russia. However, regional authorities are relatively free
to provide tax breaks to priority projects and outside
investars at the expense of the revenues to the regional
budget

Most taxes and duties are levied by municipal (local}
authorities, including land property tax, advertisement
tax, housing maintenance duty and others. Federal and
regional legistatures, as well as municipal bodies
operate on this level.

The federal bureaucracy created to enforce lax laws
now exceeds 200,000 people, including 162,500
employed by the Federal Tax Agency, and 43,800 by
the State Tax Police. In 1996, the Federal Ministry of
Home Affairs became related to this system as well.

Toward the end of 1996, there was a general
consensus in Russia with regard to the reform of the
entire tax system Economists, peliticians and
industrialists were united in their opinion that the newly
prepared Tax Code must stimulate production,
economic growth, and encourage the taxpayers to
follow the law and regulations.

It is also agreed that stability of the tax system,
radical reduction of the number of taxes, reduction of
1ax rates and more equal distribution of the tax burden
should characterize ihe reformed tax system. It is
expected also that individual taxpayers will be covering
more of the budget revenues (through income tax and
property tax), while the tax burden for the corporate
sector will be somewhat reduced.

{Original script in Russian translated by ERINA)
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A New Dimension to the Tumen River Area Development Program

Review of the First Environment Workshop,
Vladivostok, Russia, 14-16 May 1897

Karla S. Smith
Researcher, ERINA

For three days in Viadivostok members of the UNDP
Tumen River Area Development Program (TRADP) met
to chart the future course of the program's
environmentally sustainable development. The May 14-
16 workshop had an ambitious agendas and list of
objectives  In addition to being the first official meeting
of the Working Group on the Environment, the workshop
was the first of two meetings for the formulation of a
regional Strategic Action Plan (5AP) proposal to be
submitied to the Global Environment Facility (GEF)' for
funding The workshop participants-- representatives
from the five member states of the TRADP and UN
agencies, international consultants, NGOs, and local
environmenial experts--were to review the current
environmental status of the Tumen River Economic
Development Area (TREDA) and identify development-
refated environmental problems in the region; outline the
national and regional priorty action areas of the TRADP
member states; cutline actions for environmental
preservation that need assistance from the GEF and other
donors; discuss ways to increase participation in the
process of implementation of the SAP and the TRADP
Memorandum of Understanding on Environmental
Principles (MOU);* and clarify the potential interaction
between TRADP environment related strategies and other
Northeast Asia environmental initiatives, such as the
Senior Officials Meeting on Environmental Cooperation
in Northeast Asta (SOMECNEA) and the Northwest
Pacific Action Plan (NOWPAP). The objectives of the
workshop were not to be fully realized.  As in other
TRADP meetings, protracted reviews and proposals of
institutional arrangements steered workshop discussions
away from the heart of the matter: Northeast Asia’s
environment.

However, the workshop did manage to bring the
TRADP one step closer to its professed goal of

sustaipable development. The workshop participants
showed a commitment to adding a new environmental
dimension to the economic TRADP, they expressed a
willingness 1o share information and to cooperate in
monitoring and assessment, and they were open to
broader participation by local experts, NGOs, and the
public. At this workshop, resistance to any of this would
have been folly. The member states of the TRADP have
much to gain from an expressed awareness of the need to
balance economic and environmental demands, the
rewards will come in the form of what could be generous
GEF funding

The funding, however, does not come easy Eligibility
criteria is strict and the GEF process is long and
bureaucratic. This was repeatedly emphasized over the
two workshop days devoted to presentations on the GEF,”
its structure, operational strategy and programs, focal
areas, incremental costs and cost sharing requirements,
the 2-3 vears project cycle, and formulation of project
documents. The TRADP's GEF project is for biodiversity
and international waters. If the TRADP successfully
identifies the regional transboundary environmental
issues of these two focal areas and articulates a cost-
effective strategy to address them (done in the form of a
project brief and project document which are required for
the GEF project cycle), then the formulation of a regional
strategic action plan may begin in the summer of 1998,
and the implementation of the final GEF program by
2001. The guestion over how generous the GEF will be
rernaing unanswered

Also unanswered is the critical question of the
proposed geographical area to be covered by GEF
funding The UNDP defined the area in a map of
TREDA and its Northeast Asian hinterlands, that is, the
triangular area that extends from Chongjin (DPRK) to
Vostochny (Russia) and Yanji (PRC), covering Rajin-

1 The GEF is an international fund created in 1991 by the World Bank, UNDP, and UNEP (implementing agencies and
secrelariat). After a three-year pilot phase, the GEF was established as a permanent mechanism in 1994 Membership

is universal.

2 "Terms of Reference and Agenda for the UNDP/Tumen Secretariag (MOU/GEF-SAP) Environment Conference for
the Tumen River Economic Development Area and [ts Northeast Asian Hinterlands,” Vladivostok, Russia, May 14-

16, 1997,

3  The GEF facilitates and funds programs and projects to achieve global environment benefits in four focal areas:
biodiversity, climate change, international waters, and ozone depletion, in addition to land degradation
(desertification and deforestation) as it relates to the other focal areas GEF guidance is provided by the global
conventions on the four focal areas Thus, proposed national and regional programs must clearly articulate their
global benefits “Incremental cost” is the guiding concept for GEF financial support; it distinguished between baseline
cost and an alternative cost. See Global Environmental Facility: Independent Evaluation of the Pilot Phase, The
World Bank, 1994 and Operational Strategy of the Global Environment Faciltiy, GEF, 1996,
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Sonbong (DPRK). Tumen and Hunchun {PRC), Posjet.
Viadivastok, and Nakhodka (Russia), as weil as Eustern
Mongolia. The presentations at the workshop by the
member countries. the TRADP Secretariat, and other
interested parties emphasized the environmental
uniqueness and richress of this area, as well as the
present problems and serious threats.

TREDA was described as the merger of two life zones,
Asian and Boreal, with a unique assemblage of plant and
animal species, a high percentage of which is listed as
endangered  Special attention was given to the
international value of the wetlands of the Khasanskiy
district in Russia and 1o the Amur tiger and the Far
Eastern jcopard. Protection plans for these keystone
spectes and their habitat can act as an umbrella for
protection of other species.’ The ROK proposed that the
geographical area for the SAP and thus GEF funding be
extended to the ROK as it is part of a shared ecosystem
and a hinterland of TREDA impacted by development
Representatives from the ROK informed the workshop
that tracks found suggest a small number of Far Eastern
teopards may survive in their southern Chiri mountain,
Their hope is that the endangered leopard may act as a lie-
in for the ROK 1o the TREDA ecosystem. The news
from the ROK is exciting and could be critical 10 the
survival of the species The practicality and possibility of
covering a wider area under GEF funding for the TRADP
is arguable  ROK representatives, however, are asserlive
in their wish to be included in the proposed area and to
have a fact-finding mission to their country

As originally proposed by the UNDP, the GEF project
was 10 cover the Bolshoi Kamen area near Viadivostok
where there may be up 1o 50 decommissioned nuclear
submuarines. ‘The high-level nuclear wastes in this area
pose a serious health and environmental threat
According to the GEF, the srea may be eligible under its
pollted bays program, linked to the international waters
focal aren. A SAP environment experts' fact-finding
mission was scheduled to visit Bolshoi Kamen on May
18 Lacking final approval from Moscow, however, the
mission was cancelled Despite the efforts of the UNDP,
an important opportunity was lost to provide international
assistance for a problem that currently lacks a defined
funding and management strategy.

During the workshop, the five TRADP member
countries presented priority areas that require pational
and regional attention and cocperation to ensure
preservation of the region's international waters and
biodiversity. The Mongolian presentation provided a fine
example of benefits derived from GEF and UNDP
support, much of the information was based on the
"Biodiversity Conservation Action Plan for Mongolia”
developed jointly with the GEF. The DPRK presentation
and comments spoke of the significance of the MOU for
the lasting development of Northeast Asia and candidly
expressed a need [or capacity-building in human
resources and technical abilities in order to truly respond
10 the environmental needs of Rajin-Sonbong and the

TRADP. The PRC identified the major sources of
poilution to the Tumen River: an iron mining and
chemical plant in the DPRK. a chemical fiber pulp
factory and a paper factory in the PRC The rapid
development of Hunchun is also a source of
environmental concerns  An important contribution by
PRC representatives was their emphasis on the
formulation of regional environmental standards and
environment assessment models. ROK's unique
contribution came in the form of ‘tatking points’. These
were the only reference to interacting with and building
on atready existing initintives, such as the previously
mentioned Senior Officials Meeting on Environmental
Cooperation in Northeast Asia (SOMECNEA) and the
Northwest Pacific Action Plan (NOWPAP)
Furthermore, the ROK stated that the "Biodiversity
Management and the Development of a Research and
Information Base on Forest and Grassland in the
Northeast Asia Region” paper prepared by the Economic
and Social Commission for Asia-Pacific (ESCAP)
secretariat provides a useful starting point for the TRADP
GEF project. The comprehensive Russian presentation
and the active participation of a force of impressive
scientific experts from the Russian Academy of Sciences
Far Eastern Branch in Viadivostok revealed what was
missing from the Preliminary Environmental Swudy for
TREDA: a wealth of expertly acquired and analysed
informatien and data readily available within the region
How this wealth of information and expertise wili be
shared is unclear During the fact-finding mission GEF
consultants will likely collect data which can then be
disseminated through the UNDP-TRADP secretariat.
Conslructive suggestions were made (o jointly prepare a
regional Red Data Book and 1o inciude a roster of experts
and NGOs in the TRADP institutional arrangemenis.
However, a more permunent and effective mechanism of
system for information exchange also is needed to harndle
the butk and complexity of environmental and economic
information compilation and dissemination. The
interaction between TRADP economic development
projects and environmental concerns was not clearly
articulated in the workshop. Econemic development
projects and environmental mitigation and management
plans within Northeast Asia should not be studied in
isolation from each other. Particularly important, is 1o
ensure that information exchange does not stop at the
national level but is readily available to regional and local
officials, experts, businesses and NGOs  Internet
exchanges will be useful, but as suggested by NGO
representatives 1o the workshop, the responsibility should
be delegated to a center or institution devoted to the task
Notably absent from any workshop discussions was the
voice of Japan According to the UNDP-TRADP, an
invitation was extended through the Japanese Embassy in
Beijing and the Japanesc Consulate General in
Vladivostok. There was no response; this is both
unfortunate and difficult 1o understand.  Many ol the
transboundary environmental issues discussed at the

4 Presentation by Dale Miquelle, Russian Far East Biodiversity Manager and Regional Coordinator of the Hormocker

Wildhife Institute




workshop affect Japan  Migratory species that rest or
nest in the TREDA wetlands pass through lapan.
Development in Northeast China is a source of the acid
rain impacts on Japan's western coast. The TRADP GEF
project in the field of international waters directly
addresses coastal and marine pollution in the Sca of
Japan. Northeast Asia has the fewest regional agreements
an environmental cooperation in the world. The presence
of a Japanese observer at the very least would have
indicated Japan's interest in promoting regional and
global environmental cooperation and conservalion,
which is in accordance not only with the basic principles
of its QDA charter, but with its 1993 Basic Law on
Environment.
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The UNDP-TRADP Viadivostok workshop on
environment did aot result in substantive plans for action,
however, it was an important clement of an initiative that
addresses Northesst Asii's most pressing environmental
issues: air and water pollution, biodiversity loss, forest
management, and hazardous wastes. H provided an
opportunity tor, and in the fidure may improve, dinlogue
al the intergovernmental, interagency, local governmental
and NGO level. The workshop succeeded in identifying
nationa] and regional environmental priority areas and
projects and brought Northeast Asia closer o cooperation
for securing GEF funding and 1o a recognized need to
integrate economic and environmenial demands
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The Reader's Volce

Demberel’ s
Article in ERINA REPORT, Vol. 15

Comments on Mr.

Alex Stewart
Principal, Alex Stewart Associates
London, UK

1 read the report by Mr. Dembere! in ERINA REPORT,
Vol. 15, with interest and 1 would like to make these
COMMENLS.

A consensus appears {0 have gained ground that a trade
area similar to other trade blocs in the world wili only
develop in Northeast Asia by taking gradual steps in
order to build a foundation of trust.

In this respect, it seems to me there are several
important lessons the region can learn from the European
Union, especially in developing infrastructure, such as
transport, energy and banking The Energy Charter is an
example of an area-wide agreement which can develop
gradually stronger legal foundations. There are much
older examples of European transport agreements for
sharing control of waterways  There is also a proposal to
establish a body which will own and manage the export
pipelines in the Caspian sea area which could offer a
mode! for pipeline plans in Northeast Asia

Japan can play a special role in institution-building in
Northeast Asia because it is the country in East Asia with
the most experience of working in and learning from the
West and of participating in international fora. This
experience makes it the natural bridge between East and
West. Tt should use this position to introduce and adup
western models with the participation of westem
institutions if appropriate

To be effective Japan must have a specific vision of the
future. This must include accepting the fact that
Nortlseast Asian countries will offer more competition to
its industries in the future, which will require Japan to
make adjustments in the structure of its trade. The
confidence to do this will only come about by opening up
its own markets through deregulation and the removal of
the customs and institutional barriers which prevent open
competition by companies inside Japan.

Your comments and opinions on articles of ERINA
REPORT will be greatly appreciated. Please send your
comments 1o ERINA by mail, fax, or E-mail.
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