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OO Program OO0
Jan.26 (Wed.)

} Organizers' Remarks
HIRAY AMA, Tkuo {Governor of Niigata Prefecture (Japan))
HASEGAWA, Yoshiaki (Mayor of Niigata City (Japan))
i Keynote Address
SATO, Mitsuo (Former President of Asian Development Bank / Senior Adviser for Dai-ichi Life Research

Institute, Ine..( Japan))

1 Special Address
SHI, Min (Director, Asia-Africa Development Research Institute, Development Research Center of State
Council (PRC))

Session 1:

The Corridor from Northeast Asia to the World: the Expansion of the International Transportation
Network
[Moderator]
KAYAHARA, Hideo {Director General, the Japan Port and Harbor Association / Advisor, Economic
Research Institute for Northeast Asia (Japan))
[Panelists]
DAI, Xiyao (Director, Tumen River Area Development Administration, the People's Government of Jilin
Province (PRC))
NAGASAWA, Noboru (Director, Nissin Corporation, Inc. (Japan))
SUKHBAATAR, Tsegmid (Director, Department for Policy Implementation and Coordination, Ministry of
Infrastructure Development (Mongolia))
PARK, long-Kew (Chairman, Dong Long Shipping Co, Ltd. and KSS Line Lid. (ROK)}
KOSTIAN, Sergei (General Manager, Liner Department, Far Eastern Shipping Company (RF))
MUNRO, Ralph (Secretary of State, Washington State {(USA))

Jan.27 (Thu.)

B Session 2: _

Global Warming Prevention in Northeast Asia: Effective Use of Energy Resources

[Moderator] _ .
MORITA, Tc;uneyuiu (Hedd Envxronmemdi Economtcs Program, National Institute for Environmental
Studies, Environment Ancncy (J.lpdﬂ))

{Panelists] g L _ _ _
GAO, Gﬂangshéﬁg (Director General, Office of National Coordination Committee for Climate Change,
State Development Planning Commission (PRC)) .
SAITO, Tsuneo (Director & General Manager, Plant Siting & Environmental Protectlon Department,
Thermal & Nuclear Power Division, Tohoku Electric Power Co., Inc. (Japan))
IVANQV, Viadimir (Senior Researcher, Research Division,Economic Research Institute for Northeast Asia
{Japan))}
TELEGINA, Elena A (Dlsector Institute of Geopolitics and Energy Security (RF))
LEITNER, Kerstin (UN Resident Coordinator / UNDP Resident Representative, China)
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Session 3:
Overseas Expansion of Small and Medium Sized Enterprises in Northeast Asia
[Moderator}
EHARA, Noriyoshi (Director, China-Nortth Asia Section, Overseas Research Department, Japan External
Trade Organization (Japan))
[Panslists)
WANG, Zhiwen (Deputy Director, Heilongjang Provincial Bureau of Foreign T rade and Economic
Cooperation {PRC))
Zou, Zhuli (Deputy Director, Heilongjang Provincial Bureau of Foreign Trade and Economic Cooperation
{PRCH
MARUYAMA, Haruji (President, Himu Electro Co., Ltd. (Japan))
SEKI, Mitsuhiro {Professor, Faculty of Commerce, Hitotsubashi University (Japan))
UENO, Katsuhiko (Manager, Genaral Division, East Co , Lid. (Japan))
Concluding Session

Multilatera! Cooperation: a Proposal from the Northeast Economic Conference

[Moderator]
KANAMORI, Hisao (Chairman of the Board of Trustees, Economic Research Institute for Northeast Asia
(Japan))

[Panelists)
SHI, Min (Director, Asia-African Development Research Institute of Development Research Center of
State Council (PRC))
TUMURCHULUUN, Guudain (Director, Center for Foreign Policy Studies, Ministry of Foreign Affairs
(Mongolia}}
ISHAEV, Victor Ivanovich, (Chairman, International Assoctation of Economic Coordination, "Far East and
Zabaikalie”/ Governor of Khabarovsk Territory (RF))
CHO, Lee-Jay (Chair, Northeast Asia Economic Forum / Senior Adviser, East-West Center)
GOMBO, Tsogtsatkhan (Senior Programme Advisor, Tumen Secretariat, UNDP)
L AL Shian-Lung (Chief, Socio-Economic Policy and Development Management Branch, Department of
Economic and Social Affairs, TJN}
OSHIMA., Eiichi (Director of the Domestic Public Relations Division, Ministry of Forign Affairs {Japan))
HORI, Shiro (Director for North & West Asia Region, Ministry of International Trade and Industry
(Tapan})
HIRAYAMA, Ikuo {Governor of Niigata Prefecture (Japan))
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Keynote Address

Multilateral Cooperation in Northeast Asia: Experience

from the Asian Development Bank
SATO, Mitsuo

Former President, Asian Development Bank
Senior Adviser, Dai-ichi Life Research Institute Inc., Japan

I. Briel Analysis of the Asian Financial Crisis

The Astan financial crisis began in the summer of
1997 with the sharp drop in the value of the Baht of
Thailand. This trend rapidly spread 1o Indonesia,
Malaysia, the Phifippines, the Republic of Korea (ROK),
Hong Kong, and other countries in Asia, and plunged
these countries into great difficultiecs  The crisis brought
pelitical unrest in some countries, which had no choice but
to reform their political regimes. Morcover, it was
extended as Far as Russia and Brazil, and sent the
international financial order into a tailspin.  Fortunately,
many Asian countries have gradually worked their way
out of the crisis. So the question on my mind is: What
was the Asian financial crisis? What was its true nature,
what lessons should we learn from this experience, and
what did it reveal about the significance of economic
cooperation in Northeast Asia?

in short, the Asian financial crisis is not a conventional
economic crisis, one in which loose financial and
monetary policies aggravale custent account balances, but
a new type of crisis, a so-called "capital account crisis,”
which begins with the excessive inflow of capital account
balance

In a global financial market speculators can't overlook a
troubled economy. They conducted bear raids on the
exchange and stock markets in these countries
Currencies dropped, and the ordinary investor withdrew
their capital simultancously. This of course resulted in the
further reduction in the value of these currencies. To
make matters worse, a vicious circle became clear
between the financial crisis and the banking crisis.
Because banks and enterprises in countries suffering from
the crisis didn’t hedge in the borrowing of dollars, debis in
local currencies sweiled - multiplied by the dollar
conversion - and this exerted exireme pressure upon their
balance sheets. These debts increased “credit crunch”,
and lowered the real economy. In answer to this lowering
of the real economy, the exchange market dropped further.
This continuous cycle of reduction is what is termed the
“vicious circle”

The inappropriate actions of the IMF's policy
prescription, in an attempt to remedy the situation,
actuatly accelerated the lowering of the real economy
Since in the beginning the IMF could not see the true
nature of the crisis, it prescribed conventionai policy
measures, which were a tightening of monetary and fiscal
policies. Unfortunately it cannot be argued that these
actions only made matters worse

As a result, their GDPs decreased, ranging from a few

percent to s high as 10 % or more. In some countries,
poverty levels returned 1o those seen 30 years earlier It
is, however, fortunate that this new type of economic
crisis has a kind of amomatic recovery system built in, so
cconomies are recovering at speeds much faster than
originally expected.  The lowered real economy reduced
imports, and therefore brought about a surplus in sccount
balances. These surpluses actually stabilized the currency
The then stable currency gave the countries breathing
room, resuling in the expansion of monetary and fiscal
areas. Under these more promising conditions foreign
investors returned, and the economy began its recovery.
Of course, reconstruction of the financial sector and the
restructuring of enterprises are still under way.
Nevertheless, the present status of the economy is that of
recovering, with high consumption acting as its leader

This Aslan financial crisis taught various lessons in
many areas. The biggest lesson learned by developing
countries is that good fundamentals alone do not result in
stable economic growth in the present globalized financial
capitalism The right time has to be chesen to liberalize
capital market Belore opening, the domestic financial
system must be strengthened, and enterprises’ governance
must be trained. Also, the exchange system must be kept
at sustainable one, and it is dangerous to rely on short-
term bonds

There are also many lessons for the international
financial system. For example, as has been discussed in
the G-7, the international financial market must increase
its transparency, improve its functions, strengthen
investors' discipline and risk managing capability
including regulations against off-shore market and hedge-
fund, and adopt proper measures o maintain private
exposures in the even? of an economic crisis

International financial organizations should also learn
something {rom this experience and refiect upon
themseives. The IMF should not attempt to use old
remedies to fix new problems. Transparency in the
decision making process and the establishment of
superintendent organizations may be necessary. However,
the important thing is to understand the nature of a new
cconomic crisis, and then to take suitable measures to fix
the problem. Financial organizations for ¢conomic
development, such as the ADB and the World Bank,
sheuld get rid of their conventional support policy for the
construction of hard infrastructures. They should offer
broader developmental support according to the
development levels in each country

How can we look upon the series of happenings from




the viewpoint of economic cooperation in Northeast Asia?
Firstly,countries in the region.except the ROK,are in
the early stages of development compared with countries
experiencing the crisis in Southeast Asia. Therefore,
countries in Northeast Asia must learn their lessons from
the Asian financial crisis, and not foliow in the same path
as the Southesst Asian countries. Relations are especially
important in the improvement of their domestic financial
systems and capital liberalization 1f capital market
liberalization eccurs too carly it could bring economic
chaos through huge irflows and outflows of short-term
capital  To begin with, most countries in the region are in
a transition period into market economies.  The urgent
issues for them are the reform of financial systems and
state owned enterprises.  These countries would have to
resolve these issues even if the Asian financial crisis did
not oceur, but the crisis made the reform more important.

Secondly. should they delay the liheralization of

capital market and contain themselves in their own
couniry? This is not the correct way. Countries in East
and Southeast Asia experienced a "miracle” because, in
simple words, they opened their economy 1o the world,

and strove toward economic growth through the use of

exports with the introduction of foreign capital and
technology. Northeast Asia must also achieve high
growtly through the introduction of foreign capital
Looking at the problem from this viewpoint, the key is
foreign direct investment. It is important to accept
different forms of reliable foreign direct investment,
accompanied by technology and management know-how,
rather than moving bank loans or security investments.

Finally, the Asian financial crisis tanght us the
importance of regional cooperation.  An economic crisis
spreads 1o neighboring countries, which are also
desperately concerned about the crisis. Since the IMF is
an international organization, it might not be so concerned
about the happenings occurring in a specific region  Thus,
it becomes necessary that countries in a region cooperate
1o overcome a crisis, and the plan to establish the Asian
Monetary Fund (AMF) has emerged. A system to monitor
linancial and curreacy situations in each country began
with the ADB's participation. Although presently
cooperation in the Northeast Asia economy is mainly
conducted for the joint developmeni of projects.
cooperation in monetary aspects must also be put iato
perspective.

2. Significance of the GMS economic cooperation

Related to Northeast Asia economic cooperation, an
important experience of the ADB is the Greater Mekong
Subregion {(GMS3). i €. economic cooperation among $ix
countries in the basin of Mekong River

Since 1992 the ADB has promoted this project as a
model of regional cooperation  The ADB has been an
advisor. a coordinator, and & supplier of capital and
technology for the project. There are seven main sectors
of cooperation: transportation,energy,telecommunications,
environment, human resource development, trade and
investment facilitation, and fourism. In recent years, soft
aspects of cooperation, such as border crossing
procedures, have received a lot of attention. Presently
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approximately 100 programs and projects have been
identified, and some projects have already been
implemented; such as the road construction project
cennecting major citics in the region, and the energy
transmission project which transmits electricity generated
in Laos to Thailand, Vietnam, etc.  The total amount of
loans supplied by the ADB is approximately 3400 miliion,
and the amount of technology assistance is 320 million

What is the significance of the ADB's experiences to
Northeast Asia economic cooperation?

First of ali. T feel is that it is very difficult to advance
such a mulitilateral cooperation with bilateral assistance.
According to its very nature, bifateral assistance is based
upon the diplomatic judgement of the two countries
concerped. This is not designed for use in a region
consisting of multipie countries. Also, this kind of
cooperation is based on the spontaneous cooperation
among countries in the region. 1t is difficult when a third
country leads or adjusts the cooperation. Even Japan,
which is one of the countries offering aid without specific
political intention, can only offer policy recommendations
to the relations between two countries. It is even difficuh
for Japan to be a leader in multilateral economic
cooperation. Therefure, an international organization,
which has countries in the region as members, is necessary
to act as the leading organization. This kind of
organization does not have any interests in diplomatic
terms, and only pursues economic development. This is
the case with the ADB' s involvement in the GMS.

Secondly, the ADB offered its assistance from the so-
called " back door” when it promoted economic
cooperation. By entering from the “front door” (ie an
approach to make officiai agreements among countries in
the region, to establish 2 mechanism for decision making,
to decide its procedure, and then to begin selecting
projecis) an organization runs the risk of having to wait a
long time before the selected projects are actually started.
Not enly is this time consuming, but also there is also the
risk that the cooperation might suffer a setback due to the
difference in opinions or interests of each country.
Therefore, the ADB chose to take the "back door”
approach (i.e to present attractive projects or project plans
for countries in the region, to ask for the discussion among
related offictals of each country. and then to implement
these projects).

Finally, strong leadership is important within the
international organization. For better or for worse the
approval culture controls financial organization for
development. Its only concern is for the maximization of
loans, and any projects thal are not concrete are kept at a
distance because the approval culture is not as interested
it them. A long time is required before cooperation in
making concrete projects is realized To raise the morale
of employees and 10 evaluate undemonstrative jobs is a
role which management must take on. What supported me
as President of the ADB was not only importance of my

job and merits from cconomic complementarities, but also

the strong belief that my job contributed to the peace and
stability of the region.

The biggest issue for the continuous economic
coaperation of the GMS will be funding. More than 100
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projects have already been wdentified, and approximately

510 billion is required for their implementation

Meanwhile, the total amount of loans supplied per year by

the ADB is 56 10 $7 billion, so the unavoidable conclusion

is to promote cooperation using bilateral assistance and
private investment.  With bilateral assistance, adjustments
will be needed at varicus stages of aid policy, setling
priarities, the selection of projects, and implementation,

With private investment, some techniques wiil be

necessary to ensare efficient use of cooperative loans,

BOTs (build operate transfer) and BOOs (build own

operate), and guarantees  On one hand, there are the

above-mentioned merits in the regional cooperation led by
an international organization, but on the other hand, the

question of whether the cooperation has the capability o

finish on its own exists

The four areas where this GMS type of economic
cooperation can be fully utilized are as follows:

(I'The construction of basic infrastructure, i.¢ projects
whichprivate enterprises cannot be fully involved due to
the low
commercial return, but are necessary for the long-term
economic development because of its high social retwmn

{Z)Projects to make up private investment, ie. projects in
whichprivate investment is basically possible, but
they require creditenhancement for their smooth
implementation; such as cooperative loans, guarantees,
and designing BOT and BOO.

{3Projects with high social return. which cross many
borders,such as environmental conservation

(DProjects of soft aspects, such as pelicy improvement,
human resource development, and the standardization
of procedures.

The Tumen River Area Development Programme is
an excellent example of a project that looks siemilar to the
GMS economic cooperation

It seems natural that an idea to estabiish some sort of
international financial organization for development,
Serving as & center to promote economic cooperation, in
Northeast Asia has occurred. This idea emerged
following the ADB in the GMS economic cooperation, or
other experiences of the ADB, and sets out to promote
economic cooperation in a much broader area; such as
Central Asia, India, Nepal, and Bangladesh  Examples are
the ideas of the Northeast Asia Development Bank
(NEADBDB) and the recently emerged idea of the Northeast
Asia Tumen Investment Corporation, ete.

[ would like to speak highly about the enthusiasm
and efforts of related people. 1 do not believe that these
people are advocating ideas in an attempt o create more
competition. However, to speak frankly, working 1owards
these ideas is not an easy task to undertake. The biggest
obstacles are political and diplomatic relations in this
region, particularly the relation between Japan and the
Democratic Peoples' Republic of Korea (DPRK). There
are no olficial diplomatic relations between the two
countries, and the relationship continues 1o be tense,
although signs of mitigation can occasionally be seen.
Because of this, Japan cannot agree to establish these
international organizations and therefere cannot offer

funding for them

In that case, what will happen if this relation is
improved? Iam one of the people who sincerely prays for
the improvement, but when the relation is improved, il is
clear that there will be a debate concerning the utilization
of an existing international organization, particularly the
ADB. Despite the fact that Japan is a genuine aid country,
it is struggling with financial difficulties, and taxpayers
sirongly request efficiency in use of official development
aid. 1 must say that the insistence of utilizing the ADB is
very persuasive, taking into account the ADB’s experience
and knowledge in regional cooperation, and scale of
interests.

If a financial organization for development is
necessary covering the region, it is imgportant that the
DBPRK and Russia’s participation in the ADB he
promoted.  Russia has already shown its willingness to be
a member, but the problem lies in its status within the
ADB. The DPRK's participation is a much more difficult
situation, but the improvement of Japan-DPRK relation
must be supported. Even if another international
organization would be established, the same kind of
political difficulties would exist. It will be possible 10
wilize international organizations more effectively by
supplying greater ADB funds when both countries begin
participating,

3. Tranmsition to & market economy

In simple words, the transition to a market economy
is a huge job. Russia is [acing many difficulties in the
transition o a market economy. The Russian economy
has been shrinking because the shock therapy (big ban)
was not successful. This indicates that a successful shifl
to a market economy does not occur through the
abolishment of a planned economy, without improving
conditions for a properly functioning market economy,
such as a legal system concerned with private ownership,
commercial transaction, enlerprises’ structure, measures of
fiscal and monetary policy, and human tactors, such as
entrepreneurs’ spirit.  Because Russia is a highly
industrintized state, in which state owned enterprises were
dominant, privatization, i.e. transformation to market
economy, has been difficult. Political reform
implemented along with economic reform increased
confusion.

Compared with Russia, China appears to be
successfully making the transition to 2 market economy
thus far. First of all, & measure was taken to begin the
liberadization of the agricultural sector, and agricultural
surpius due to the liberalization was used for small-scale
town and villnge owned [actories At the same time, a
markel economy was experimented in the Huanan area,
and then expanded inland. China has maintained its high
economic growth using this measure for the last 20 years.
China has accepted many direct investments, and has not
been troubled with current account deficits. The foreign
currency reserve of China exceeds $100 biliion,

However, thal does not mean that China does not
have its share of problems. It has to first reform state
owned enterprises, which are inefficient due to a large
labor surplus, and to reorganize financial organizations,




which have a large amount of bad debts to state owned
enterprises. Although it is a hard job, an area of
importance is the question of how 1o promote suspended
political reform. A citizen’s society, at least economically,
has almost been achieved, and the socialist ideology is no
longer attractive  How long will a one party political
system be able to continue?

It is my opinion, after looking at the situation of
these two states in transition, and working closely with
former socialist countries, such as Mongolia, Viet Nam,
Laos, and Central Asian countries, that soft aspects of
assistance, such as policy improvement, system
improvement, and capacity building, are more important
than funding for the development of hard aspects, such as
the improvement of infrastructure.

Delving into it, | wonder why these countries are not
necessarily interested in accepting the soft aspects of
assistance, particularly intelectual assistance related to the
basic direction of its economic system. One reason might
be that these countries are familiar with & planned
economy, in which people have an instinctive inclination
towards hard aspects. It is to say. their way of thinking is
extremely technology oriented. More importantly, there is
a belief that the direction of the economic system is o
highly political domestic issue, and even a politically
neutral international organizition, not to mention bilateral
assistance, is therefore something in which they are not
allowed to interfere.

This is understandable. A sovereign nation has the
right to decide the basic direction of the country.
However, I suppose that these couniries might more or
less feel that they do net want to paralyze the passion they
used to have for socialism. It is easy to understand this
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fact looking at the Japanese Today. even afler half a
century has passed since World War [, the Japanese
people look back on their own history and try to regain
their identity A haman being cannot accept extinction A
report says that Mr. Putin, Acting President and a
candidate for the next Presidency of Russia, is pursuing a
market economy, but at the same time says, "Russia is not
going to be a country copying the United States or the
United Kingdom. Russia has to recover a sprit of the
paternalistic collectivism based on traditions " China's
“socialist marke! economy” is understood as an
authoritarian development system led by the Communist
Party. However, it seems to me to have a deeper meaning.

I these countries are merely hesitating in their steps
lowards a market economy where the sironger prey upon
the weak and it is survival of the fittest, we must focus on
these issues and conduct political dialogues and
intellectual support. In that case, there is no other suitable
country than Japan  This is because Japan is the only
country, which has been able to reconcile efficiency and
equality with humanism. That is to say, Japan could be
called a "unique functioning Communist state " In order
to realize this, of course, the Japanese must rediscover
themselves and establish their identity. |t is hopeless if
Japan is only engrossed in pursuing so-called global
standards,

It is also important that the above-mentioned
dialogues and assistance are rather difficuit to be held at
an official stage between nations.  Situations such as this
confercnce are more suitable arenas,

[Translated by ERINA]
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Special Address

Problems and Prospects of the Recovery of the Asian Economy
SHI, Min

Director, Asia-Africa Development Research Institute
Development Research Center of the State Council, PRC

Has the Asian economy got over the financial crisis
and begun recovery?  The answer should be in the
affirmative. For the afflicted countries, with the exception
of Indonesia, have passed the most difficull period and
entered the stage of all-round resurgence since carly 1999
President Kim Dac-jung of the ROXK declared in clear-cul
terms recently that the financial crisis in the country is
over and a complete economic recovery has begun (the
economic growth rate will rise from -5 8% in 1998 10 over
9% in 1999). The ASEAN couniries also snnounced in
their joint statement that they have shirked off the crisis
and expect their economy to grow from -7% in 1998 10 2-
3% in 1999, The Asian Development Bank predicted that
the cconomic growth rate of the Asian developing
couniries will rise from 2.3% to 5. 7% in the same period,
that of Singapore, Thailand, the Philippines and Malaysia
will reach 3-5% in 1099 and that of the ROK with the
strongest momentum of recovery, over 9%  All these
show that the Asian economy has switched into the orbit
of complete recovery, or, is now at the start of a new
growth circle

This linds expression in the following aspects: 1)The
exchange rates have become stable, and the stock markets
are obviously on the rebound  2) Exports have picked up,
the consumption and investrment have incressed, and the
physical economy has resumed growing., 3) The
unemployment rate is on the decline, and inflation is
slowing 4} The investmeni environment is being
bettered, foreign capital has started 1o flow back, and the
structure of foreign debts is being improved. 5) Interest
rates are declining, the bad debts have been paid partly,
and the linancial order has returned to normal.

Take the ROK for instance  The exchonge rate
between the Won and the US doHar once dropped to
1965:1 Later it rebounded and remained for a long period
of time at around 1200:1. Since mid-November 1999, it
rose and reached 1126:1 on December 8. The ROK's
stock market recovered in last April to the level of pre-
crisis days in 1997 Its export trade has been revived
likewise. By the end of last October, 1.226 million
automobiles had been exporied, an increasc of 17 1% over
the same period of the previous year, by mid-October, the
export value of the clectronic products resched $40 3bn,
increasing by 30% over the same period of the previous
year It has been estimated that the ROK's 1999 export
value will surpass, for the first time, $140bn. In the
meantime, social consumption and investment in
equipment have grown as well, the former estimated to get
1o around 10% in the latter half of 1999, and the latter,
over 40% The ROK's physical economy registered an
increase last year: 4.6% in the first quarter, 9.8% in the

second, and as much as 12 3% in the third, The
unemployment rate, merely around 2% in the pre-crisis
days, rose 10 8.6% once and has now dropped to around
5%. Its inflation rate fell to less than 1% and wili be kept
around 3% in 2000. With the improvement of the
investment environment, the amount of foreign investment
introduced from January through November last year shot
up to $13.30bn, up 93.4% over the same period of the
previous year. An obvious improvement in the structure
of foreign debts has been reported, the portion of short-
term debts in the entire foreiga debt having dipped from
54.2% at the end of Septernber 1997 to the present 24.8%.
The foreign exchange reserve soared from $3.0bn at the
end of 1997 to $71 04bn on December 3, 1999, an all-time
high. At the same time, the interest rates twmbled from
30% of the initial stage of the crisis to the present single
digits {(the figure for last November being 9.45%). The
bad debts have been partly cleared up At present, the
creditor bank is settling the debts of the Dacwoo Group
following its disintegration. If the question can be solved
properly, a new unrest in the ROK's financial world will
be avoided and the normal economic recovery guaranteed,

Different degrees of economic recovery, though less
vigorous, have been recorded in other Asian economies as
well  Indenesia, the worst hit by the crisis, declined by
13.2% in economic development in 1998 In 1999 & can
hope to achieve a 0.8-1% increase. The Malaysian
cconomy, suffering a negative growth of 7 5% two years
ago, will very fikely gain a 2% increase in 1999 The
economy of Thailand can expect a rise from the -10% 1o
49 in the same period. Therefore, it can be said that the
Asian economy has moved into the orbit of complete
recovery.

The question now is whether the Asian economy can
quickly begin swift development. To this, my answer is
less certain  In my option, the Asian economy, confronted
with many uncerfainties, can hardly find their recovery
smooth-sailing; they are bound to meet with some
reversals and setbacks. They can expect to achieve the
former swilt growth rate of over 6% 2 10 3 years later (in
2002 or later), and make their might felt once more after
2010

Seversl good conditions are facilitating the economic
recovery of the Asian economy: 1) The vigorous
economic development of the United States and the fast
growth of the European economy. The US economy has
kept a sustained development for 105 months. By the end
of February 2000, when it finishes the 106th month of
such advancement, the United States will have
experienced the longest period of sustained development
after World War I Its economic growth rate got to 3.9%




in 1998, is expected to stay at 3.8% in 1999 and may drop
to 2.6-3% in 2000, A preuty good performance, indeed, on
the whole The economic growth rate of Europe, as
represented by that of the EU, will come to just 2.1% in
1999, but may rise to 3% in 2000, greater even than the
Us figure. The forceful development of the US and
Furopean economies, making up around half of the global
economy, is the most important exterior condition helping
the recovery of the Asian economy. 2} The Japanese
economy has ceased siackening and is going up again.
Business had been depressed in Japan since 1991, and a
zero increase (less than 1%) or negative increase had been
reporied almost every year, with the exception of only a
few A positive change appeared in 1999, and it seems
very likely that its growth rate will reach 0 6%. An
increase of over 1% can be expected in 2000. This is
conductive to the recovery of the Asian cconomy as &
whole 3) The sustained development of the Chinese
economy China persisted in not devaluing the Renminbi
during the Asian financial crisis, took positive measures to
boost the domestic demand, retained a 7.8% cconomic
growth rate in 1998 and will maintain & rate of over 7% in
1999 All these steps forcefully checked the spread of the
Asian [inancial crisis and promoted the recovery of the
Asian economy 4) Asia has a preity good economic
basis  The vigorous development of the Asian economy in
the past 30 years markedly augmented the economic
strength and competitiveness of many Asian countries and
considerably raised their scientific and technological
levels. Though the financial crisis badly hurt some of
them, the good economic basis plus property handling of
the situation and overcoming in earnest the negative
influence of the crisis can ensure a fast tumn about towards
the economic recovery. 5) The measures adopted in the
crisis to stabilize the financial situation (mainly,
stimutating the domestic demand, consolidating the
financial organizations and clearing up bad debts) have
begun to work successively.

The above-mentioned factors have enabled the Asian
economy 1o move into the orbit ol recovery within a
relatively short period of time. But this recovery can not
be all smooth sailing and balanced, and it is difficult to
reach a swift growth rate (over 6%) in the near future
The following unfavorable conditions make this
unavoidable:

1) 1t takes time and costs much to readjust the
economic structure, and its effect can be felt only after a
considerable period of time. The financial crisis has fully
exposcd the probiems existing in the economic structure
of the Asian countries: over-preduction in some sectors,
insufficient domestic demand, over-reliance on export,
low level of industrial structure, backward technologies
and eguipment, and lack of, in particular, newer
technologies. A certain period of time and huge amounts

of input are required to change all this. 2) The reform of

the managerial system is yet 1o be deepened. A certain
degree of “nepotism capitalism” does exist in the
government-enterprise rehtionship and the management
of enterprises in Asian countries. The consortium system
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fosters the evil practice of running at & debt and blindly
expanding the scale of operation. The backward familial
management system exists in emterprises as well. A
forceful reform is called for to get rid of these defects, 3)
Hard work has yet to be done to clear up bad debts and
establish & sound financial system. The countries
concerned have settied part of their bad debts. But
tackling the remaining is still an arduous job and needs
time and a large input of capital  As its fulfillment is
hardly iikely in the near future, the complete
establishment of a normal financial order can not be
accomplished in a short period of time either. 4} Japan
lacks enough impetus in its economic recovery. Japan's
economic growth rate came to 1.5% in the first quarter of
1999, 1% in the second and -3.8% in the third The
Japanese gconomy had been likened to the leading poose
in the “flying geese pattern” of economic development in
Asia and the locomotive for Asian economic growth. But
since the country was plunged into a depression in 1991,
the Japanese economy has ceased to play the role of
locomotive leading development, becoming instead an
anchor slowing development Japan's lack of sufficient
impetus in the economic recovery is an extremely
unfavorable factor holding back the recovery of the Asian
economy.

These factors make it impossible for the Asian
economy to effect a swift dynamic recovery. Even the
ROK, with the strongest momentum of economic recovery
in Asia, anticipating a rise to an over 9% economic growth
in 1999, will possibly see a drop to around 6% in the
growth rate in 2000, due to restructuring, enterprise
reform and the need to check inflation. Setbacks and
inequilibrium in development in Asia can hardly be
avoided. Indonesia needs at least 3 10 4 years to achieve
the former economic growth rate, and not untib 2002 can
Asia comtemplate realizing the high growth rate of over
G%. A dynamic recovery in Asia depends not only on the
smooth development of the global economy, but also on
whether the Asian countries can earnestly leamn from the
lessons of financial crisis and make arduous efforts 1o
readjust their economic structare, reform their managerial
system, improve their financial system and enhance
regional cooperation {especially cooperatien in finance,
sciences and technology).

However, where there is & will there is way We have
every reason to believe that the Asian countries will learn
in earnest from the iessons of the financial crisis and take
a “down-to-earth” approach to readjust their economic
structure and development strategy. They will definitely
rise again and continue to develop with the world's
topmost growth speed in the 21st century. The East Asian
couptries, in particular, will create anew the “East Asian
miracle” and promote all of Asin to issue in a "pew Asian
epach” within this centary, if they continue to bring the
positive factors of the “East Asian pattern” into full play
(for instance; keeping to the fine tradition of a high
savings rate and frugality, paying attention to education
and the exploitation of human resources and strengthening
cooperation) and overcome its shortcomings,
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Summary of Session 1

The purpose of Session | was to expand transportation
networks within Northeast Asia, and to Europe and North
America, as well as to promote the use of the networks by
examining the current status of the international
transportation system in the region  Issues regarding land
routes, sea routes, and others were reported.

At the beginning, Mr. lkuo Mitsubashi, Visiting
Researcher of ERINA, reported on the results of the
research conducted over the last few years on the
transportation network in Northeast Asia. The report calls
the seven major international transportation routes in the
region "Northeast Asia trade corridors,” and clarified
issues and problems of them as international mullimodal
transportation routes on land and sea and connecting
countries.  Bach route has their own problems, however
there is a common issue, that is discontinuous points,
These discontinucus poimts are not only discontinuous or
underdeveloped roads or railways, but also transshipment
between different rail gauges at borders, limited areas for
tracks allowed to enter, complicated border crossing
procedures, and transshipment between land and maring
transportation at port and sorting train wagons.

In order to resolve the discontinuous point issue, Mr.
Mitsuhashi suggested that it is eflective to promote truck
transportation for short distances, to intreduce RORO ship
for marine transportation, and the standardized
containerizition of bulk cargoes. He also pointed out the
importance of mutual understanding among related
countries because the transportation network crosses
national borders, and suggested the establishment of
occasions for transportation related people to
communicate,

Mr. Dai Xiyao {Tumen River Area Development
Administration, Jilin Province, China), Mr. Park Jong-
Kew (Pong Long Shipping Co., Lid ROK), and Mr,
Tsegmid Sukhbaatar (Ministry of Infrastructure
Development, Mongolia) reporied on the current status,
and the issues and problems of trangportation networks in
the region. In 1989 there were some new movements,
such as ocean routes between Niigata and Rajin, and Akita
and Posiet were opened, and the railway between
Hunchun and Kraskino connecting China and Russia
began operation. The progress in improving railways and
roads in each country was also reported.  Although it is
not quick, the improvement of infrastructure in the region
is progressing.

However, it was also pointed out that there were still
issues in both hard and soft infrastructures. Regarding
hard infrastructure. in addition to underdeveloped roads,
there are structural discontinuous points, such as the

discrepancy of rail gauge, which reguire both knowledge
and wisdom to solve. In terms of soft infrastructure, total
iransportation service, standardization, and a lowering of
transportation charges are needed  In order to solve the
shortage of freight, these issues must be solved, and
stronger competitiveness of each route is required.

Mr. Ralph Munro, Secretary of State for Washington
State, reported the East by West Corridor project  This
project is designed to establish a route 1o transport freight
from Northeast China 1o the West Coast of the United
States via the Russian Far Euast ports  In June 1999, the
State of Washington (US), Jilin Province and Heilongjiang
Province (China), and Primorsky Territory (Russia),
signed the protocot for the project.  This was the first siep
toward the realization of the East by West Corridor
However, there also are issues of customs duties ai border
and other procedures, unavoidable transshipment due fo
the discrepancy of rail gauge in the related area of the
corridor. These issues must be solved as soon as possible
Mr. Munro calis for the participation of both Japan and the
ROK in this project.

Regarding the SLB, Mr Noboru Nagasawa, NISSIN
Corporation, and Mr. Sergei Kostian, FESCO. reported
that for the last two years services offered by Russia have
greatly improved, such as a 10 to 30% reduction in
charges for transit freight, shortened transportation time,
simplified customs procedures, and securing freight
safety However, compared with marine transportation
routes, the SLB is still low in competitiveness, and it is
actually not increasing its handling volume  Issues to be
solved 10 activate the SLB are the improvement of cost
competitiveness, stable transportation time, rationalization
of management and sales, the establishment of a container
management system, and resolving users' anxiety

Through the above mentioned reports, i was
confirmed that further improvement of transportation
networks not only within the region but also to outside the
region, such as Europe and North America, is important.
Furthermore international cooperation in the region is
necessary for the promotion of these routes by overcoming
issues pointed out by panelists.

The transportation network is a subject that has been
discussed every year so far. Panelists made further
practical reports this year. Although it was disappointing
that there was no time for highly discussion due to the
time limit, the session was packed with plenty of
information. Transportation routes in Northeast Asia,
both in hard and sof? infrastructure, have greatly improved
due to efforts made by each country. So much so that the
information and reports produced even a year ago are now
obsolete to refer to

Continnous efforts are expected,as well as efforts 10




soive the remaining issues, that is to say discontinuous
points in terms of both hard and soft infrastructure at
borders and the connecting points of land and marine
transportation, shouid be made. This is of course not
possible for one country to do alone, and can only he
realized through the cooperation of related people and
continuous information exchanges. Taking into account
the importance of these issues, o standing subcommitiee
on transportation was set up at the Northeast Asia

ERINA REPORT Vol 33

Economic Conference Organizing Committee. This
subcommitiee should function as an occasion for
information exchanges and cooperation among
transportation related people. In addition, panelists and
audience called for Japan's participation, Japan's effective

participation in the matter seems to be an issue
(Kazumi Kawamura, Researcher, Research Division,
ERINA}
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Summary of Session 2

In Session 2 discussion revolved around Global
Warming Prevention in Northeast Asia: Efficient Use of
Energy Resources. Today, global warming hag been
recognized as an important issue that could shake the
foundation of the world economy. In the Kyoio
Conference in December 1997, an agreement was made to
reduce greenhouse gas emissions, and it is needed to make
efforts lor response to climate change globally.

But it is supposed that to hold global warming is
extremely difficalt from the vantage point of the current
scientific knowledge. What the human being has 1o do is
to control the speed of global warming and to take
measures to meet the situation in about 100 years.
Regarding these measures continuously implemented for
the next 100 years at the beginning of this session, Dr.
Tsuneyuki Morita of National Institute for Environmental
Studies of Japan presenied the issue of how to foster

international cooperation in the Northeast Asia region.

First, ERINA presented the forecast for greenhouse
gas emissions and the impact of climate change in
Northeast Asia as introductory remarks. 1t was introduced
that greenhouse gases discharged in Northeast Asia region
account for 10 % of the waorld's total, and according to0 a
computer simulation, the CO2 emissions will be 2~3
times greater after 30 years. [t is imporntant to note that
emissions will not decrease in the case of low economic
growth unless measures 1o global warming are adopted. It
is suggesied that investment, which stabilizes the global
ciimate while mainmaining economic growth, is important.

Furthermore, there was constructive discussion and
various suggestions were made by each panelist

Mr Tsuneo Saito of Tohoku Electric Power Co , Inc,
as o represemative of the electric power industry, which is
the main source of greenhouse gas emissions, indicated
the need to create a network based on mutual trust from
efforts based on compound stzategy such as Energy Best

—_ 4y —
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Mix and through the practice of an exchange ol electric
power industry personnel within Asia

From the viewpoint of & developing country, Mr. Gao
Guangsheng of the State Development Planning
Commission of China indicated that developed countries
should implement measures of climate change using there
own initiative, and that climate change is a common issue
for all citizens of the earth. But at the same time
developed and developing countries need to adopt
measures in response 1o the real state of the country; he
emphasized "common but differentiated responsibilities”
A future prospect, while China response to climate change
is keeping cconomic growth based on Chinese Sustainable
Development Strategy, is to strengthen international
cooperation regarding energy efficiency improvement and
to construct a cooperative system which follows the
guideiines of the Clean Development Mechanism
including the necessity of effectuation of the Kyoto
Protocol.

Prof. Elena Telegina of the Institute of Geopolitics and
Energy Security of Russia said that Russia is 2 major
supply county of emissions right, and if gains from
emission trading market are invested in technology
improvement at domestic greenhousc gas emission
sources and related encroy saving field, additional
emission rights are expected and more importantly it wil
be able to reduce greenfiouse gas emissions

Also, regarding the possibility of resources such as
natural gas and hydroelectric power generation in the
Russian Far East, Dr. Viladimir Ivanov of ERINA said that
there is the possibility of energy conversion from coal, oil
and others based on energy cooperation and environment
conservation, and regional development through energy
development. It was indicated that although promoting
international cooperation in energy lields is effective for
implementing global warming measures, international
investments to infrastructure in energy {ields are needed
In addition, projects and plans discussed in countries/regions
are not linked from the viewpoint of the timing of
finances, capacity and construction,

Dr Kerstin Leitner of UNDP stated in regard to
international cooperation of global warming issues, there
are various potentialities including energy in Northeast
Asia region. Each organization should unite to create an
environment to solve the global warming issuc

considering all aspects, and should strengthen efforts
against climate change. Furthermore she proposed the
establishment of an energy cormunity concerned with the
imponance of energy issues in Northeast Asia, and she
said that she would like to remove various barriers in
promoling international cooperation

Deserving special mention in the discussion is that the
implementation of global warming measures are important
1o create sustainable development in developing countries,
and that it needs to promote technology transfers to offer
additional support  From the viewpoint of coping with
both economic development and environment
conservation, the environmental industries in each country
should be promoted. Including these, it is suggested that it
needs to envisage a comprehensive scenario, which
connects ta regional economic activation, and strengthens
the link with indusiry potiution measures such as the
transboundary acid sain problem, forest management and
existing environment measures.

The Kyoto Protocol was also discussed,and it
was suggested to utitize the Clean Development
Mechanism and Joint Implementation  Constructive
discussion was made among participating panelists from
major countries; China, Russia and Japan. These
countries are expecied to play central roles concemning the
future of the Kyoto Protocol

As a whoie, the following commen understanding
was reached: it is necessary for all Northeast Asian
countries o unite to strengthen cooperative efforts toward
climatic stabilization based on the United Nations
Framework Convention on Climate Change (UNFCCC)
The following concrete suggestions were made; selting up
a regularly scheduled round-1able for information
exchange, crealing an energy ceooperation community in
this region and a network for promoting information
exchange in environmental industry, and increasing the
capacity for introducing the Clean Development
Mechanism into this region. These are recognized as the
first step of international cooperation toward climatic
stabilizing in Northeast Asian region, and it is hoped 1o
have various discussions toward realization of these
suggestions

(Mitsuru Hamada and Shinji Sato, Researcher
Research Division, ERINA)
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Summary of Session 3

[a Session 3, Overseas Expansion of Small and
Medium Sized Enterprises in Northeast Asia, discussion
was mainly focused on Northeast China.

Firstly, ERINA reported the following Japanese
enterprises in the Jilin and Heilongjiang provinces is less
developed compared 1o the coastal provinces. Sectors of
Jupanese enterprises are limited fo labor or natural
resource intensive ones. More effort will be required to
improve the environment for foreign direct investment in

the two provinces

Mr Noriyoshi Ehara made a presentation, which titled
The Great Potential of Northeast China in the Medium and
Leng-term View. In it he stated that Northeast China
recently face the difficulty caused by privatization of state
owned enterprises  However, it can be great chances for
Japanese small and medium sized enterprises since
various industries are located in Northeast China

Ms. Zou Zhuli made a detailed report about economic
situation in Heilongjiang province and Japanese and
Korean small and medium sized enterprises there. Adding
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1o that, she commented that there would be more business
opportunities in Heilongjiang province because of the
development of Central and Western China as well as
Chinese participation in the WTO. Therefore, foreign
direct investment to Heilongjiang province is welcome,

Mr. Katsuhiko Ueno reported about their joint venture
software company with Heilongjiang University The
condition of their investment was good because it was the
first case of joint venture with a foreign company in the
information sector in the Heilongjiang province
However, they had difficuity communicating with Chinese
employees caused by difference of idea on business.

Mr Wang Zhiwen made a precise report on small and
medium sized enterprises in Jilin province He mentioned
that it is necessary to improve technology levels and

create more value-added preducts for the development of

small and medium sized enterprises For thal purpose,
foreign direct investment is important

Mr. Haruji Maruyama reported sbout their subsidiary
in Dalian Economic Technical Development Zone, which
assembles electronic parts  He mentioned once they had
trouble in quality control of products. But on the other
hand, they had plenty of personal resources skilled with
lapanese language. It was an advantage for their business.

Prof Mitsuhiro Seki made a comprehensive
presentation on relations between Japanese enterprises and
China. Japanese enterprises had begun major investment
in China after Deng Xiaoping's 1992 “South Circuit
Lectures”. We realized through the relationship that
China has remarkable differences from other Asian
countries in some respects. China has a huge potential

consumer market, a variety of industries and intelectual
resources such as universities all over the country These
clements suggest the possibility that relations between
Tapanese enterprises and China will develop 10 higher
stage than just employment of an abundant labor force.

Alter first presentation by all panelists,we had a
discussion about the effect of the development of Central
and Western China and Chinese participation in the WTO
on the economic development of Northeast China

Ms. Zou and Mr Wang commented that Chinese
participation in the WTO has negative effects to the Jilin
and Heilongjiang provinces, since agriculture is a major
sector in both provinces. However, it will have positive
cffect in the long run. It will force enterprises in the
manufacturing sector to face international market
competition, Privatization of state owned enterprises
would be accelerated through competition.  Enterprises
will be more competitive

Prof. Seki suggested some cores would be formed in
inland China through the development of Central and
Western China, such as Chongging and Chendu or Xi’ an
The area from Harbin 1o Changchun could be a core in
Northeast China. The rote of Japanese and Korean
enterprises in this area is important. Mr. Maruyama
commented, it is very possibie that his company will
establish a manufacturing center in Jilin or Heilongjiang
and keep a factory in Dalian as a distribution center in
future accompany with Chinese government policy

(Tomoyoshi Nakajima, Assistant Senior Economist
Research Division, ERINA)
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The Summary of the Concluding Session

The Concluding Session consisted of four parts, which
were reports from each session. report of the
estiblishment of the Nostheast Asia Economic Cenference
Organizing Committee, discussion by punelists, and then
by round table members and audience, and the adoption of
the resolution. The reports of each session and the
Organizing Committee are left for other sections, this
section summarizes the comprehensive assessment of the
confercnce made by the panel discussion and other
discussions, and the expectations for the Organizing
Committec.

Professor Shi Min, Director, Asia-Africa Development
Research Institute, Development Research Center of State
Councii, Ching, described the establishment of the
Orgunizing Committee and the practical discussion of
cach session as the "great achievement,” and the idea was
shared by others.

Professor Shi Min also picked up the following points
as fuure ssues: the participation of the Republic of Korea
(ROK)} and the Democratic People's Republic of Korea
(DPRK) in the Organizing Committee at an early stage;
cooperation in information and technology: multifateral
financial cooperation with the Northeast Asia
Prevelopment Bank in miad; the creation of a free trade
area among China, Japan, and the ROK; and roles played
by small and medium sized enterpriscs in economic
ceoperation. Dr. Lai Shianlung, Chiet, Socio-Ecenomic
Policy and Development Management Branch,
Department of Economic and Social Affairs, the United
Nations, paid particular attention to the roles of small and
medivm sized enterprises. He suggested the promotion of
the participation of the private sector in development
coaperation, and he expressed that the United Nations
would support the promotion of partnerships between the
public and private sectors as an international organization.

Many panelists pointed out the trend of regional
econormic integration as well as economic globalization
Mr. Guudain Tumurchuluun, Director, Center for Foreign
Policy Stucies, Mongolia, sces this trend from a political
point of view, and therefore it requires stabilization and
guaranices of economy. Meanwhile, Mr Victor [shacv,
Chairman, Interregional Association of Economic
Coordination, "Far East and Zabaikal" and Governor,
Khabarovsk Territory, Russia, takes this trend as three
levels of economic cooperation in the Asiz-Pacific region:
inter-governmental level as seen in the APEC; economic
level as scen in the ADB; and inter-local governmental
level as seen in the Association of Northeast Asia
Regional Governments. With the potential of the Russian
Far East as background, he emphasized the need for
multilateral cooperation in natural gas supply, and
internstional technology cooperation for the SLB, as well
as he expressed his anxiety over the lowered share of
Jupanese invesitment. He also meationed that the
establishment of a responsible system wili promote
constructive and fong-term international exchanges.

Mr. Tsogtsaikhan Gembo, Senior Programme Advisor,
Tumen Secretariat, United Nations Development

Programme, discussed the idea that the commitment of
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central governments as well as suppost from society, that
is sincere and strong willed, is necessary to foster muiual
confidence among Northeast Asian countries
Furthermore, he mentioned a standing intergovernmental
organtzation should be established among reiated
countries, and expressed his expectation for the
Organizing Committee to be the first step towards that
He also requested that Jepan participate in the Tumen
River Area Development Programme, which 1s supported
by the UNDP Dr Lee-Jay Cho. Chair. Northeast Asin
Economic Forum, and Senior Advisor, BEast-West Center,
US, pointed out the difficulties in creating a common body
for countries with different ievels of economic
development, and at the same time the potentiaf of a
dynamic economic subregion if it can be achieved. He
identified the Northeast Asia Development Bank idea as a
bold initiative to raise rhythm of history in Northeast Asia
He pointed also out that there is a barrier between
prefectures in fapan, as well as between countries in
Northeast Asia. Efforts 1o dissolute these barriers are
required

Mr Eiichi Oshima, Director, Domestic Public
Relations Division, Ministry of Foreign Affairs, Tapan,
appealed. from the viewpoint of the Ministry of Foreign
Affairs of Japan, the official development assistance for
East Asia, efforts which the private enterprises are
muking, and the recovery of the Japanese economy.  Mr.
Shiro Hori, Director for North and East Asia Region,
Ministry of International Trade and Industry, Japan,
discussed, from the viewpoint of the Ministry of
International Trade and Industry of Japan. the importance
of regional cooperation based on practical issues, such as
global warming. small and medium sized enterprises, and
transportation networks in the region. Mr. Tkue Hirayama,
Governor ol Niigata Prefecture, asked what economic
system can make human beings truiy happy. and
emphasized the importance of regional cooperation. He
also expressed his determination &s an organizer to begin
with the establishment of the Organizing Committee and
play a role furthermore

The fact that the Republic of Korea cancelled
participation in the conference was a shock.  An opinion
was expressed [rom the audience that a cooperative
society. including the ROK and the DPRK, should be
established to make the sea truly bencficial Organizers
and the Secretariat were greatly disappointed. Namiag of
the sea between the ROK and Japuan appears to be the
reason why the ROK did not participate in the conference.
Whether an agreement that it is called the Japan Sea in
Japan and Ton He in the ROK can be made might not
really be a theme to be discussed at this conference
However, cforis to overcome this issue are required for
all conferences and organizations related to Northeast
Asia

Needless to say the discontinued peints al national
border reported in Session | as an example, it is not hard
10 say that most issues in Northeast Asia involve this kind
of "barrier.” However, the newly established Organizing
Commitiee can play an active role  The creation of a
"regional standard,” through the joint activities and
research, to overcome the “barrier” can be a direction to
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aim at. The Organizing Committee welcomes participants
from various standpoints  [n addition, the Organizing
Committee confirmed their desire to continue to ask for
the participation of the ROK and the DPRK

The resolution of the conference inciudes a sentence
"the participants of the conference confirmed the necessity
1o promote multilateral cooperation acting as mediators in
their own places™ at the end. Professor Kanamori,

-~

i |

moderator of the Concluding Session and Chairman of
ERINA, rounded off the session saying 'we have
confirmed the promotion of multilaleral cooperation, and
premised 1o conduct activities in our own places for the
nex: one year in cooperation.”

{ Toshihiko Nakamura, Deputy General Manager
Externai Relations Division, ERINA}
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Outline of
the Northeast Asia Economic Conference Organizing Committee

Northeast Asia Economic Conference Organizing Committee, 25th January 2000

i. Title
The Northeast Asia Economic Conference Organizing Committee

2. Objectives

The Northeast Asia Economic Conference Organizing Committee {the Organizing Committee) is established to
organize and operate the Northeast Asia Economic Conference (the Economic Conference) in order to make
discussion and policy recommendations more substantial and to produce more practical results. This includes
research and study related to subjects in the Economic Canference, and the follow-up, aimed at realizatdon of the
recommendations from the Economic Conference.

3. Activities

(1) To draw up a plan for the Economic Conference which includes the direction the Conference will take
(2) To research and study related subjects in the Economic Conference

(3) To formuiate a resolution for the Economic Conference

{(4) To promote the realization of the policy recommendations, and other suggestions based on the resolution,

4. Members

The Organizing Committee starts with members of the Establishing Meeting, The participation from the DPRK and
the ROK is desired, and the Organizing Committee continues to request related people in these countries to join the
Commitlee.

The basic nature of the Organizing Committee is not a meeting of representatives of organizations or parties, but the
one open exchange of ideas and opinions based on the free will of individuals.
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Participants of the Meeting for Establishment
of the Northeast Asia Economic Conference Organizing Committee

Members of the Committee

25th January 2000

Position Participants Job Titie HRemarks
Director, Tumen River Area Develicpment i
DAY, Xiyao PRC  |Administration, the People's Governmant of Jilin E::gmf:;' Mr. HONG, Hu, Governor of Jilin
Province
Vice LU, Keii PRC Minister-Cousellor, Embasy of People's Republic |Proxy for Mr. LONG, Yongtu, Vice Minister of
Chairparson| -4 fejian of China in Japan Foreign Trade and Economic Cooperation
Director, Asia-Africa Development Research
SH{, Min PRC Institute,
Development Research center of State Council
WANG, Shengjin PRGC De;n. N_ortheas: Asia Studies Collage of Jilin
University
20U, Zhul pRG Deputy Director, Hellongjang Provincial Bureau ofiProxy for Mr. SONG, Fatang, Acting Governor
s ST Fareign Trade and Economic Cooperation of Heilongjiang Province
HIRAYAMA, lkuo Japan | Govemnor, Nilgata Prefecture
. . Chairman of the Board of Trustees, Economic
Chairperson| KANAMORL, Hisao |.Japan Research Institute for Norteast Asia (ERINA)
Senior Mesearcher, Institute of Developing Proxy for Br. YAMAZAWA, Ippei, President
KOMAKI, Terua Japan | Eccnomies, of the Institute of Developing Economias,
Japan Extemat Trade Organization (JETRQ) JETRO
. Chalrman, Japan-China Northeast Development
MIKI, Akira Japan Asseciation
. | Vice-Ministar, State Secretary of Ministry of
DAMIRAN, Tserendash | Mongolia Infrastructure Development
. Proxy for Dr. BATBAYAR, Tsedendamba,
g::ir erson ;UMSJECHULUUN- Mongolia| Director, Center for Foreign Policy Studies Director of the Policy Dept , Ministry of
B Hunain External Relations
Vice Chairman, Interregional Association of Economic
Chairperson ISHAEV, Victor RF Caordination, "Far East and Zabaikal”* and
Governor of Khabarovsk Ferritory
General Director, Far Eastern Marine Research,
SEMENIKHIN, Yarosiav |RF Design and Technology Institute
- - Proxy for Mr. KARASTIN, Vladimir, Deputy
YANKIN, Evgeny RF Coeunsellar, Division of Japan, Ministry of Trade Mimstor of Trade
~ Chair, Northeast Asia Economic Forum and
CHO Lee-day USA | senior Adviger, East~-West Center
GOMBOQ, Tsogtsaikhan |UN S;rg;r Programme Advisor, Tumen Secretadiat, Proxy for a member from Tumen Secretasiat
. Chief, Socio-Economic Policy and Develapment
LA, Shianlung UnN Branch, DESA
Secretariat
Secralay  iyogHipA, Susumu  |Japan | Director General, ERINA

General
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The Resolution of
the Northeast Asia Economic Conference 2000 in Niigata
27th January 2000
Niigata, Japan

In 1990 the first in « series of regular conferences on
exchanges and cooperation in Northeast Asia was held in
Niigata. Since 1996 these conferences are known as the
Northeast Asia Economic Conference in Niigata. The
Northeast Asia Economic Conference 2000 in Niigata was
held on the 26th and 27th of January 2000 as the 1 ith of the
series, and opened a new round of talks concerned with
development of the Northeast Asin Economic Region

At the Economic Conference 2000, opinions froms the
public and private sectors, the central and local governments,
practitioners and academics were exchanged constructively,
and suggestions for future multilateral or bilateral
cooperation were actively produced in the following sessions:
"The Corridor from Northeast Asia to the World: the
Expansion of the International Transport Network,” "Globat
Warmiag Prevention in Nertheast Asia: Efficient Use of
Energy Resources,” and "Overseas Expansion of Small and
Medium Sized Enterprises in Northeast Asia”

In Session I, The Cormrider from Nenbeast Asiz to the
World: the Expansion of the International Transport
Network, it was confirmed that the transportation
infrastructure in Northeast Asia was progressing, although
rather gradually, and new movements had been made
towards the outside of the region in addition to opening new
transportation routes in the region. However, problems
regarding border crossing, such as cusioms and procedures,
still remain. Other issues, such as smoother connections of
ports, raitways, and roads, standardization of cargo type, and
cargo booking were pointed out. The importance of the
improvement and expansion of transportation networks not
only tn Northeast Asia but also to Europe and North America
after solving these issues, and the necessity of international
cooperation to promote each route were also confirmed In
consideration of the importance of this issue, establishing
opportunities for communication among transportation
related people based on the discussion of this session was
suggaested.

During Session 2, Global Warming Prevention in
Northeast Asia: Efficient Use of Energy Resources, the
forecast for greenhouse gas emissions and the impact of
global climate change in Northeast Asia were presented as
the introductory remarks, and then the varied efforts in
response 10 climate change made by each country and
organizations were reported.  Furthermore, opinions on
possibilities of regional cooperation concerning climate
change, and the schemes toward stabilizing global climate
with regional activation, including the Kyoto Mechanisms,
were exchanged. The following common understanding was
resched; it is necessary for all Nonheast Asian countries (o
unite to strengthen cooperative efforts toward climatic
stabilization based on the United Nations Framewaork
Convention on Climate Change (UNFCCC). Concrete
suggestions were also made to set up a regularly scheduled
round-table for information exchange, to create an

environmental industry network as well as energy
cooperation community in this region, and to increase the
capacity for introducing the Clean Development Mechanism
(CDM) into this region

In Session 3, Overseas Expansion of Smail and Medium
Sized Enterprises in Northeast Asia, the following were
discussed. We expect to see more globalization as well as
improvements in industrial structure within the Chinese
economy due 1o their participation in the WTO  Also, the
role of exchanges among small and medium sized enterprises
in the economic development of Northeast. Asia is expected
to mcrease. Particularly in Northeast China, the environment
for apanese and Korean small and medium sized enterprises
to launch new business has improved because of
development of Central and Western China, and progress in
the reform of state owned enterprises. Both Jilin Province
and Hetlongjiang Province have been given special attention,
and are expected to play major roles in the economic
exchanges of Japanese and Korean small and medium sized
enterprises in the activation of the region and change in the
industrial structure In order to promote exchanges, the needs
of both sides should be understood properly. For this reason,
the establishment of an information exchange network is
urgently needed. Investors require the further improvement
of the investment environment. and increased information
disclosure to promote small and medium sized enterprises
launching new business. At the same time, froms middie and
long-term viewpoints, the environment of investing countries
shouid be further improved taking into sccount the
acceptance of small and medium sized enterprises in the
region.

After these three sessions, the Concluding Scssion
entitled the Future and Prospects of Mulilateral Cooperation
was held In the Concluding Session, discussion in each
previous session was summarized, and the prospect of future
multilaterat cooperation was actively discussed
The Concluding Session welcomed the establishment of the
Northeast Economic Conference Qrganizing Committee on
the 251h of fanuary 2000, which proposed the promotion of
multilateral cooperation, and expressed its expectation for the
future activities of the Organizing Committee.
in order to realize discussions and policy recommendations
produced from the Northeast Asia Economic Conference, the
Organizing Committee is poing to conduct activities, such as
preparations {or the Northeast Asia Economic Conference,
e g choosing subjects and conducting related research, and
folivw-ups of the results from the Conference

The participants in the conference recognized the
importance of an organic liaison among the various existing
or newly establishing organizations for regional cooperation,
international organizations, and international conlerences
They also confirmed the necessity 1o promote multilateral
cooperaion acting as mediators in their own places

- 8 —
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