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U0 00Program 0O 00O
Feb. 8 (Thu.)

m Organizers’ Remarks
HIRAYAMA, Ikuo (Governor of Niigata Prefecture (Japan))
HASEGAWA, Yoshiaki (Mayor of Niigata City (Japan))
m Keynote Address
OWADA, Hisashi (President, the Japan Institute of International Affairs / Professor, Graduate School Asia
Pacific Studies, Waseda University (Japan))
m Special Address
ISHAEV, Victor I. (Member of the Presidium of State Council, Russian Federation / Chairman, Interregional
Association of Economic Coordinatior, Far East and Zabaikalie” / Governor of Khabarovsk Territory (Russia))
m Session 1:
Transportation Network in Northeast Asia: Towards Dissolution of its Discontinuous Points
[Moderator]
KAYAHARA, Hideo (Director General, the Japan Port and Harbor Association / Counselor, ERINA (Japan))
[Panelists]
DA, Xiyao (Director, Tumen River Area Development Administration, the People’s Government of Jilin
Province (PRC))
WANG, Shengjin (Dean, Northeast Asia Studies College of Jilin University (PRC))
TSENGEL, Tsegmidyn (State Secretary, Ministry of Infrastructure (Mongolia))
SEMENIKHIN, Yaroslav N. (General Director, Far Eastern Marine Research, Design and Technology
Institute (RF))
GOMBO, Tsogtsaikhan (Team Leader, Tumen Secretariat, UNDP)
m Session 2:
Promotion of the Environmental Industry in Northeast Asia: Towards Integration between Economic
Growth and Climate Change Mitigation
[Moderator]
MORITA, Tsuneyuki (Director, Socio-environment Systems Division, National Institute for Environmental
Studies, Ministry of the Environment (Japan))
[Panelists]
Y1, Bin (Director, Technology Department, China Environmental Protection Industry Association (PRC))
KOJIMA, Takashi (Chairman, Environment Clinic of Niigata Inc. / Director, Shanghai Springbright
Environment Protection Technology Inc. (Japan))
TAKEBAYASHI, Masao (Director, Zero Emission Promotion Center, Ebara Corporation (Japan))
YOON, Ki-Kwan (Professor, Department of International Trade, Chungnam University (ROK))
ZYKOV, Victor M. (Advisor to the President of Coal Producers Union (RF))
SWAMINATHAN, Ramamurthi (Regional Cooperation Advisor (Consultant), Asian Development Bank)

Feb. 9 (Fri.)

m Session 3:
The Promotion of Trade and the Reduction of Investment Risks in a Period of Transition for Northeast Asia
[Moderator]
FUJINO, Fumiaki (Advisor, Itochu Corporation / General Manager, Institute of China Studies, Itochu
Corporation (Japan))
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[Panelists]
WANG, Zhile (Professor, Chinese Academy of International Trade & Economic Cooperation, Ministry of
Foreign Trade & Economic Cooperation (PRC))
KANNO, Shinichiro (Former Executive Director / General Secretary, Japan-China Investment Promotion
Organization (Japan))
KUMABE, Kensaku (Senior Economist, Research Institute for Development and Finance, Japan Bank for
International Cooperation (Japan))
SUGIMOTO, Tadashi (Secretary General, Japan Russia Business Cooperation Committee, Keidanren (Japan))
NACHIN, Dashnyam (Officer, Foreign Investment and Foreign Trade Agency (Mongolia))
CHUNG, Tae-Seung (Secretary General, the Federation of Korean Industries (ROK))
MINAKIR, Pavel A. (Director, Economic Research Institute, Far Eastern Branch, Russian Academy of
Sciences (RF))
m Special Session
Existing Frameworks for Multilateral Cooperation in Northeast Asia and Prospects for a Network
[Moderator]
HOSHINO, Shinyasu (Senior Fellow, National Institute for Research Advancement (Japan))
[Panelists]
LU, Kejian (Minister-Counselor, Chinese Embassy in Japan (PRC))
YAMAZAWA, Ippei (President, Institute of Developing Economies, Japan External Trade Organization
(Japan))
CHO, Lee-Jay (Chair, Northeast Asia Economic Forum / Senior Adviser, East West Center)
GOMBO, Tsogtsaikhan (Team Leader, Tumen Secretariat, UNDP)
SWAMINATHAN, Ramamurthi (Regional Cooperation Advisor (Consultant), Asian Development Bank)
HIRAYAMA, Ikuo (Governor of Niigata Prefecture (Japan))
m Concluding Session
[Moderator]
KANAMORI, Hisao (Chairman of the Board of Trustees, Economic Research Institute for Northeast Asia (Japan))
[Panelists]
LU, Kejian (Minister-Counselor, Chinese Embassy in Japan (PRC))
NATSUI, Shigeo (Senior Assistant for Russian affairs, Russian Division, the European Affairs Bureau,
Ministry of Foreign Affairs (Japan))
NISAKA, Yoshinobu (Deputy Director-General, Trade Policy Bureau, Ministry of Economy, Trade and
Industry (Japan))
CHUNG, Tae-Seung (Secretary General, the Federation of Korean Industries (ROK))
TUMURCHULUUN, Guudain (Counsellor, Policy Planning, Information and Monitoring Department,
Ministry of Foreign Affairs (Mongolia))
ISHAEYV, Victor I. (Member of the Presidium of State Council, Russian Federation / Chairman, Interregional
Association of Economic Coordinatiorf;, Far East and Zabaikalie” / Governor of Khabarovsk Territory (RF))
LAI, Shianlung (Chief, Socio-Economic Policy and Development Management Branch, Department of
Economic and Social Affairs, United Nations)
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Multilateral Cooperation in Northeast Asia in the 21st Century

OWADA, Hisashi
President, The Japan Institute of International Affairs
Professor, Graduate School Asia Pacific Studies, Waseda University, Japan

1. The Current Situation in the Northeast Asian Region

Northeast Asia is the region where the interests of four
of the world's major countries; the U.S., Russia, China, and
Japan, have been complicated since the nineteenth century,
and the relationships among these four countries have
largely determined the situation in the region. The picture
is basically still the same in terms of the importance of the
relationship among these major countries.

From that viewpoint, there is a level of stability in
Northeast Asia today which has never been witnessed. This
is because the possibility of direct conflict among the four
countries of Japan, the U.S., China and Russia, has receded.
There are two major factors responsible for this change.

The first factor is that the Cold War relationship
created in the wake of the Second World War has been
disappearing quickly. In other words, the U.S., Japan,
Russia and China, as well as the two nations in the Korean
Peninsula, were in the days of the Cold War divided into

two blocs; one that of the U.S., Japan and the ROK and
the other of the Soviet Union, China and the DPRK. As a
result of the end of the Cold War, the structure with the
two opposing blocs in conflict in political, economical and
social ideologies has disappeared, bringing about the
possibility for opening a new future for Northeast Asia.
Looking back over the past fifty years, we have seen
conflicts of interest between these countries through the
Cold War era. However, the diplomatic reconciliation
between China and the U.S., in the 1970’s, and China’s
reform and open policy, opened an air hole in their
confrontational relationship, even in the Cold War era.
Furthermore, in the 1990’s, the collapse of the Soviet
Union led to the end of the Cold War era, and brought
forth an entirely new geopolitical environment.

The second factor is that the necessity for and
possibility of cooperative relationships beyond the
geopolitical relationships were generated in the rapidly



progressing mutual interdependence. The share of mutual
trade volume among the U.S., Japan, China and Russia in
the total trade volume of these countries is increasing each
year. If each country seeks stronger economic
relationships in Northeast Asia, it is beyond doubt that this
deepening economic interdependence will be the basis for
a cooperative relationship.

Therefore, the recent changes in relationships between
Japan, the U.S., China and Russia have brought stability to
the Northeast Asian region. However, this does not mean
that problems have disappeared from the region.

If we focus, in the first instance, on the end of the
Cold War, we still witness the conflict existing in the
Korean Peninsula, which is lingering from the Cold War.
Although there have been high expectations for a peace
process since the recent dramatic inter-Korean summit, we
still need to observe the process cautiously.

Secondly, in terms of the development of economic
interdependency, we have to point out that although there is
much development in the economy in the ROK and coastal
areas of China with multilateral cooperation, the Russian Far
East, the DPRK and Midwest China, including northeastern
areas, are still not yet able to enjoy the fruits of prosperity.
In this underdeveloped region, the Russian Far East is
abundant with rich energy resources. However, despite the
many development visions, none have been fully realized.
Regarding the DPRK, thanks to the engagement policy of
President Kim Dae Jung, we have witnessed dialogue
between the DPRK and the ROK. Furthermore, General
Secretary Kim Jong Il of the DPRK has visited China
repeatedly recently to see firsthand the results of the reform
and open policy of China. We have to keep our eyes on the
policies adopted under the Kim Jong Il regime. Also, in
Midwest China, the promoted national project, a major
development in the west of China, has occupied attention.

Not only is there a lack of transparency in the Korean
Peninsula, but also slow development in some parts of
Northeast Asia, as | mentioned above, which acts as a
destabilizing factor in this region. It will be very important
for Japan, the U.S., China and Russia to cooperate with each
other by setting-up a framework, so as to dissolve the factors
that prevent stability. Through these efforts, we shall be able
to see prosperity brought forth in Northeast Asia.

To realize prosperity in Northeast Asia as a whole, there
are a number of issues we need to resolve. | would like to
take up these issues one by one and deal with them in detail.

2. The Korean Peninsula

The first issue to take up is the prospects in the
Korean Peninsula.

The confrontation in the north and south of the
Korean Peninsula is the legacy still lingering from the
Cold War era. The issue is how this will change.

The fact that the Korean Peninsula is the region
where the interests of neighboring nations have crossed
has not changed. It is true that the nature of the interests
of these nations in the Korean Peninsula has changed
compared to before. Should a superpower wield political
and military influence in an unreasonable manner, this
would not serve the interests of the stability of the region.
For example, China, which regularly confronts the U.S.
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over the Taiwan issue, may be concerned about the
increasing influence of the U.S. in the Korean Peninsula.
On the other hand, the U.S. and Russia may become
nervous that China may strengthen their ties with the
DPRK as allies.

In the meantime, there have been allied and friendly
relationships across the military boundaries among related
nations historically since the Korean War. In that sense, it
is true that those related nations possess the common
interest that they would like to avoid involvement in
tensions associated with the escalation of hostilities
between the DPRK and the ROK. Neither the U.S. nor
China is willing to be involved in tensions in the Korean
Peninsula. Rather, they intend to create an environment
where there would be no danger in which they would be
involved. In other words, in the post Cold War era, there
have been two facets of the policies towards the Korean
Peninsula of the four neighboring nations; making efforts
to achieve the stability of the Korean Peninsula, and trying
to avoid being involved in any military tension.

Here, the major related nations are greatly interested in
the stability of the peninsula, together with the countries in
the Korean Peninsula, and these nations possess a common
interest in establishing a multilateral cooperative framework.

In relation to these issues, we have to examine the
recent moves of the DPRK. In the past, the DPRK was
deeply interested in negotiating with the U.S. to realize
peace, rather than having dialogue with the ROK.
However, since the inter-Korean summit last June, it has
been the center of interest whether the DPRK has changed
its basic position. Actually, this was the first such
dialogue to take place since division, and that itself
embodied great historical significance. At the same time,
it was realized through the personal initiatives of the two
leaders. President Kim Dae Jung and Kim Jong I,
Chairman of the DPRK National Defense Committee,
were able to establish the person-to-person relationship
which gives high hopes for the future relationship in the
peninsula. Besides atmospheric and symbolic significance,
we need to be cautious when deciding whether the
DPRK’s intentions or policies after the summit last year
are worthy of optimism in consideration of establishing
peace in the peninsula. Thé Joint Declaration”, signed by
the two leaders at the inter-summit, doesn’t include any
mention of the peace arrangement or the easing of military
tension which the ROK strongly requested. Furthermore,
although the Joint Declaration” refers to the¢' July 4th
North-South Joint Statement”, it didn’t mention the

Basic Agreement”, which declares the establishment of
peace and creation of military trust between the DPRK
and the ROK. For these reasons, some in the ROK are
critical of thé Joint Declaration”.

On the other hand, in October last year, Jo Myong
Rok, Vice Chairman of the DPRK National Defense
Committee, visited the U.S. He had realized a meeting
with President Clinton and Secretary of State Albright.
He visited the U.S. as a special envoy of the Chairman of
the DPRK National Defense Committee, Kim Jong I,
which in itself reflected Kim Jong II's strong intention to
improve the relationship with the U.S. In th¢ U.S. —
DPRK Joint Communique ", you can find what Kim Jong
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Il is hoping for with regard to the relationship with the
u.s.

With regard to the establishment of peace framework,
the® U.S. — DPRK Joint Communique " stated the
following® Both the U.S. and the DPRK have agreed that
there are various ways, inclusive of the four-party
discussions, in which to change the military ceasefire of
1953 to a permanent peace framework.” The statement
saying agreed that there are various ways” is supposed to
mean that they had not reached an agreement. In other
words, the U.S. may have argued that four-party
discussions are the most effective framework for the
establishment of peace between the ROK and the DPRK.
On the other hand, it is possible that Jo Myong Rok was
likely to insist on the establishment of a peace framework
between the U.S. and the DPRK, because, if Jo Myong
Rok accepted the peace set up and was favorable to the
four-party discussions, they would not have expressed that
they’ agreed that there are various ways”. Rather, the
four-party discussions would have resumed quickly.
Observing that situation, it seems natural to think that the
DPRK still seeks the establishment of peace framework
with the U.S., rather than a peace set up with the ROK,
even after the inter-summit.

The* U.S. — DPRK Joint Communique " stated that
the U.S. and the DPRK agreed to realize the president of
the U.S.’s visit to the DPRK. This indicates that the
DPRK still views its relationship with the U.S. as the most
important facet of its external policy, as opposed to
improving the relationship with the ROK first. Kim Jong
Il welcomed Secretary Albright, who visited Pyongyang to
prepare for President Clinton’s visit to the DPRK, which
in the end was not realized. With this progress between
the U.S. and the DPRK, the expectations of the ROK,
which grew after the inter-summit, seem to have cooled
down. Some people in the ROK feel that the DPRK’s
attitude of connecting with the U.S., excluding the ROK”
will not change even after the inter-summit.

We don’t need to be overly pessimistic, of course. It
is a matter for attention that there was a meeting between
the defense ministers of the DPRK and the ROK after the
inter-summit, where discussions were brought about to
create military trust. This meeting also took place for the
first time since division. The fact that the minister of
defense of the DPRK has landed on ROK soil is a very
important first step in creating military trust. Even though
it may be true that the DPRK is trying to make the
dialogue with the U.S. its priority, we should draw
reasonable attention at the same time to the progress,
albeit step-by-step, in the DPRK’s attempts to create trust
with the ROK. What | believe is most important, even if
it is a symbolic activity, is that the DPRK is not ignoring
the ROK, but rather it has shown willingness to talk.

The prime factor influencing the DPRK’s approach
towards dialogue with the ROK, for which the DPRK had
been passive previously, is that they would like to see the
possibility of economic cooperation with the ROK. As was
witnessed in the joint announcement at the meeting of the
defense ministers of the ROK and the DPRK, the DPRK has
slowly agreed upon the measures to create military trust with
the ROK, in order for smooth economic cooperation to proceed.

The U.S. has been involved and played a major role in
the stabilization of the Korean Peninsula since the end of
World War Il. In that sense, what kind of policy the Bush
Administration (which was recently inaugurated) will
launch regarding the Korean Peninsula, is a decisive factor
for the consideration of a future framework. Since the new
administration’s Korea policies are not clear yet, it is
difficult to make a forecast here. However, if we examine
the opinions of the close advisers of the Bush
Administration on external policy, they had been critical of
the Clinton Administration’s Korean Peninsula policies,
and I'm sure there will be some adjustments. However,
such adjustments will not be to the basic strategy, but
rather, they will be adjustments in tactics in terms of
execution of strategy, or perhaps there shall be slightly
different views or some changes to approaches. There is
almost no doubt that the new administration is going to
support the maintenance of thé Framework Agreement”
established with the DPRK at the time of the Clinton
Administration. In the mean time, with regard to the
missile issue, which has not progressed towards solution,
the new administration will adopt quite a strong posture.
Furthermore, when they are to launch an engagement policy
with the DPRK, they might require specific measures to be
presented by the DPRK to lessen the tension in the Korean
Peninsula. From the perspective of the DPRK, they may be
dissatisfied with the new administration, and the progress
between the U.S. and the DPRK could be slower than the
pace we saw during the Clinton’s Administration.
However, it is impossible for the U.S. to change its view
that the improvement of the relationship between the U.S.
and the DPRK should be worthwhile for the stabilization of
the relationship between the ROK and the DPRK.
Consequently, it will be indispensable to link the
improvement in the relationship between the ROK and the
DPRK and the relationship between the U.S. and the
DPRK, to induce the DPRK to hold further dialogue with
the ROK. There is a possibility that a peace treaty between
the ROK and the DPRK will emerge as a result. Thus,
there could be more substantial dialogue at the four-party
discussions (which have become a mere shell) with the aim
of creating a North-South peace treaty.

Let us now focus on how Japan can cooperate in the
international cooperative framework centering on the
Korean Peninsula within this environment. As a multilateral
framework related to a military ceasefire agreement, there is
a four-party discussion among the ROK, the DPRK, the
U.S. and China. In the case of Japan, it was not a party at
the time of the Korean War, nor did it sign the military
ceasefire agreement. Russia also never signed the military
ceasefire agreement, though the Soviet Union was involved
in the opening of the Korean War, and asked the United
Nations for ceasefire negotiations. Thus, Japan and Russia,
technically, are outsiders in focusing on the content of the
framework agreement, and are not in the position of being
involved in the four-party discussions for a peace treaty
agreement. However, it does not mean that there is no role
to be played by Japan and Russia in the efforts to stabilize
the Korean Peninsula.

If we are to have a peace established between the
ROK and the DPRK, a multilateral framework, extending



the four-party discussions, will become important. Japan,
together with Russia, will be able to make a contribution
to the stability and development of the Korean Peninsula.
What is more important is that there are important issues
in Japan in relation to the normalization of its relationship
with the DPRK. The normalization process is in difficult
stage due to , as you know, the alleged abduction of
Japanese citizens. However, normalization is the issue
that neither Japan nor the DPRK can avoid, and that both
countries can deal with directly by adjusting interests. In
other words, since the normalization of relations between
Japan and the DPRK is one of the main issues left from
the end of the Second World War, along with the
conclusion of a peace treaty between Japan and Russia, we
have to take notice that this is an issue which no other
nations have in establishing a relationship with the DPRK.
In that sense, the normalization of the relationship with the
DPRK is an issue which Japan should deal with correctly.

The DPRK expects the most of Japan in regard to
normalization, because of the possible introduction of
funds and technology from Japan. Frankly speaking, it is
crucial for the DPRK to cooperate with Japan in order to
revitalize its economy, which has problems traced to basic
systems. The nation may think that it is difficult to rebuild
its exhausted economy without the cooperation of Japan.
There will be a limit to the economic revitalization it can
achieve only with economic cooperation with the ROK.
Therefore, it is indispensable to have close consultations
between Japan and the ROK on this issue. In the same
manner as the U.S. tries to proceed its relationship with the
DPRK watching the improving trust between the ROK and
the DPRK, it is necessary for Japan to employ close talks
with the U.S. in the progress of the relationship between
Japan and the DPRK. Regarding these circumstances, the
progress in the relationship between Japan and the DPRK
is not an issue just for these two countries, but a wider
issue which should be proceeded especially through
serious consultations with the U.S. and the ROK.

In the circumstances that the economic crisis in the
DPRK could develop into political crisis, it is difficult to
create a stable and peaceful structure. If the biggest reason
for the Korean Peninsula’s uncertainties is the grave
economic situation of the DPRK, the improvement of this
situation may stabilize the general situation in the Korean
Peninsula. The role that Japan can play in this situation is
significant, and Japan should have close consultations with
the ROK and the U.S. This is one of the reasons why it is
important for Japan to participate in multilateral discussions.

Russia, which has a border with the DPRK, desires to
see stability in the Korean Peninsula. Even though Russia
may not be directly involved in the establishment of a
peace framework, the cooperation of Russia, which has
diplomatic relations both with the ROK and the DPRK,
will be important when the creation of trust between the
ROK and the DPRK expands in the region. 1 believe that
the biggest reason why Russia insists on having six-party
discussions is because the country feels excluded in the
diplomatic relations in the framework of four-party
discussions. Once the four-party discussions progress
towards establishing a framework for peace between the
ROK and the DPRK, a larger framework of six-party
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discussions will become important. In that situation, the
role that Russia is required to play will be more positive.
Under these circumstances, multilateral cooperation
revolving around the Korean Peninsula following a peace
framework (between North and South) should move to the
formation of six-party discussions, including Japan and
Russia, rather than sticking to the framework of four-party
discussions. In that framework, it is not necessary for the
four surrounding nations to take the same role. Rather, it
will be important for them to play different roles in
different fields respectively to contribute to the stability
and prosperity of the Korean Peninsula. Besides the issue
of whether the framework will finally expand to be a
systematic framework like the CSCE in Europe, it will be
indispensable to realize a multilateral cooperative
framework as soon as possible beyond the framework of
the four nations which are directly concerned with military
ceasefire, in order to solidify a stable order in this region.

3. Relations with Russia

If the framework between the four countries; Japan,
the U.S., China and Russia, is crucial in order for the
Korean Peninsula to be stable for the future, the four
nation framework depends to a great extent on the
relationship with Russia. Regarding the Russian
challenge, we can point out two factors; the economic
development of the Russian Far East, and, closely related
to this, the relationship between Russia and Japan.

Nine years have passed since the collapse of the Soviet
Union, but Russia is still in the process of democratizing
and moving towards a market economy. There are many
difficulties which are particular to the transition to a new
system in Russia. In these circumstances, it can't be denied
that the central government of Russia could not stop the
decline in its interests towards the Far East. In the days of
the Soviet Union, due to military and strategic interests, the
Far East received various subsidies and privileges from the
central government, which have virtually disappeared with
the collapse of the Soviet Union, and the region is faced
with difficulties in dual senses. As a result, the outflow of
inhabitants has become significant and it is estimated that
the population of the Far East (already relatively sparse),
has decreased to 7.5 million.

Of course, the central government has not been
entirely out of touch with the Far East. For example, in
order to deal with the economic and social crisis, curbing
population drain, and promoting external trade, the

Long-Time Economic Development Program for the Far
East and Zabaikalie” was formulated by the Russian
Government in 1996, and was approved in the program of
President Yeltsin. However, since the program was
formulated not necessarily based on the reality of
available funds and other considerations, it has rarely been
conducted. | would have to say that it has had little
impact on the poor economic situation in the Far East.

As a result of these circumstances, the Russian Far
East has not yet overcome its economic difficulties, and
there is a danger that it could be left behind the dynamic
economic development of the Asia-Pacific region.
Therefore, the economic presence of Russia in the
economic cooperation of the Asia-Pacific region has been
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very limited. This situation is detrimental to the
development and stability of the economy in Northeast
Asia as a whole.

As a consequence, first of all, Russia is expected to
take necessary measures for the development of the Far
East. For instance, it is suggested to employ effective
measures from the viewpoint of advancing economic
unification in the Asia-Pacific region, such as promoting
trade with Asia-Pacific countries, and furnishing an
investment environment for increasing foreign investment
in the Far East and Siberia. Of course, other nations in the
Asia-Pacific region besides Russia, including Japan, need
to cooperate with Russian efforts as much as possible.

In July of last year, President Putin made a speech at
Blagoveshchensk in which he stated that the Russian Far
East should become & gateway to Asia” towards its
integration into the Asia-Pacific region. In addition, in
the” New Diplomatic Conception” that outlines the basics
of diplomacy in the new administration, he acknowledged
that the importance of policies towards Asia has steadily
increased and emphasized the importance of Asia from the
perspective of the economic development of the Far East
and Siberia. However, it still seems rather unclear what
kind of specific measures the Putin administration would
take to make the Far East & gateway to Asia”.

There are abundant natural resources in the Russian
Far East and Siberia. In particular, its energy resources are
very important for the Northeast Asian region. There are
large energy consuming markets in the region, including
China, Japan and the ROK, which currently heavily depend
on energy supplies from distant places. In particular,
China is already the second largest energy consumer in the
world next to the U.S. If energy demand increases rapidly
in the future with economic development, it may tighten
the energy demand and supply in the region in future. On
the other hand, there is a great potential for energy
resources which are virtually untouched in the Russian Far
East and Eastern Siberia. If these energy resources are
developed effectively, there is a large possibility that the
region will play an important role in the economic
development of Northeast Asia in the future. The key to
development is how to develop and utilize the energy
resources effectively.

The problem is that there are not enough incentives
for investment in the development of these resources for
the investor countries like Japan. Of course, there are
economic factors behind this, such as the profitability of
investment. However, there are more important factors
restraining other countries from investing, such as the
unclear political and economic future in Russia, and
uncertain future prospects for the relationship with Japan.

Development of resources in the Far East and Siberia
carries a large risk, especially because of the fragile
economic base, including the infrastructure in this region.
To enable resource development in such circumstances,
the provision of public funds by the government will be
essential. For example, almost all the large-scale Siberia
development projects executed in the 1970’s somehow
used public funds. In order to receive financial support
from foreign countries, it goes without saying that it is
indispensable to establish good and stable relationships

with related countries.

When we focus on the relationship between Japan and
Russia from this point of view, there are clearly major
issues to be resolved. In fact, since the informal summit in
Krasnoyarsk between Prime Minister Hashimoto and
President Yeltsin in November 1997, there have been
dynamic movements in bilateral cooperation and relations.

First of all, in the political arena, constant high levels
of dialogue have continued. Following the Krasnoyarsk
meeting, the second informal meeting between Prime

Minister Hashimoto and President Yeltsin was held in

Kawana in April 1998. In November of that year, Prime

Minister Obuchi officially visited Russia and advocated

creative partnership between the countries”. In April of
last year, Prime Minister Mori visited Russia to meet newly
elected President Putin in St. Petersburg, and confirmed that
the declaration and agreement made between the two
countries will be fully observed. In September of last year,

President Putin officially visited Japan and signed sixteen

documents, including the statement of a peace treaty. More

Japan-Russia talks were held at different places, such as at

the G-8 summit in Okinawa/ Kyushu in July, and the APEC

summit in Brunei in November.

In the economic arena, measures for cooperation and
exchanges in various fields have also been specified, based
on the* Hashimoto-Yeltsin Plan”. That plan was formed
from seven major pillars; investment cooperation,
promotion of the integration of the Russian economy into
the international economic system, expansion of support for
reform, support for the training of entrepreneurs and civil
officials, strengthening dialogue on energy issues,
cooperation on the peaceful use of nuclear power, and
cooperation in the space field. These pillars represent the
framework for economic cooperation between Japan and
Russia in government and at private levels as follows:

(1) In the field of investment cooperation, an agreement
for the promotion and protection of investment was
signed when Prime Minister Obuchi visited Russia in
July 1998. Technical assistance for the promotion of
investment in Russia has been executed.

(2) 1t is well known that the Japanese Government played
an important role in initiating Russia into membership
of APEC, helping to promote the integration of the
Russian economy into the international economic
system. In addition, Japan has supported Russia’s
affiliation to the WTO by positively providing necessary
information as well as providing technical assistance.

(3) In the field of assisting economic reform, various
instances of economic cooperation have been carried out
through supporting committees, including the provision
of untied loans of $1.5 billion by the Japan Bank for
International Cooperation. Also; Japan Centers” have
continuously opened, not only in Moscow, but also in
the Far East, including Khabarovsk, Vladivostok, and
Yuzhno-Sakhalinsk. These centers play important roles
in technical support and various exchanges, for example,
through holding seminars and conducting training
related to reform, and opening Japanese language
COurses.

(4) Programs have been formulated to accept trainees from
Russia to train as business entrepreneurs and



government employees. A total of about 2,700 trainees
visited Japan up to the end of last year on the program.

(5) In the field of energy, a regular meeting started in 1998
concerning cooperation in this field. Also, practical
exchanges, including various discussions and
cooperation, have progressed in the field of science and
technology, atomic energy, the environment, aviation,
marine affairs and measures against crime.

The framework of this concrete cooperation, namely
thé¢ Hashimoto-Yeltsin Plan”, expired at the end of last
year. However, it is still fresh in our mind that a new
program in the economic and trade field was created,
further extending the’ Hashimoto-Yeltsin Plan”, when
President Putin visited Japan in September last year.

These concrete cooperation and exchanges have
rapidly developed since the Hashimoto-Yeltin talks,
particularly through Japanese initiatives. However, in
spite of these efforts, cooperation and support have not
created qualitative change to the bilateral relations. |
would have to say that this is the fundamental problem.
The key issue is a lack of a true base for a cooperative
relationship based on mutual trust between the two
countries. This base is nothing less than the conclusion of
a peace treaty between the two countries. As you
remember, the leaders of the two countries reached an
agreement in the Krasnoyarsk Meetind to make the
utmost efforts for the conclusion of a peace treaty by the
end of 2000”. In other words, the various and concrete
cooperation frameworks mentioned above were positioned
within the political objective of establishing a peace treaty
as a symbol of the achievement of true bilateral
reconciliation. Following the Krasnoyarsk Agreement,
various levels of negotiation, including at the summit
level, were conducted. Unfortunately, there was no
breakthrough by the end of 2000 as far as the big plan of
creating a base between two countries is concerned. After
fifty five years since the end of World War Il, a peace
treaty has still not been concluded between the two
countries. As the decisive impediment to the
establishment of reconciliation and trust, this is a crucial
factor controling the relationship between Japan and
Russia. The circumstance that both countries cannot
conclude a peace treaty is the factor that calls into
question the future of long-term bilateral cooperation. In
particular, it is a serious issue that even those directly
involved in Japan, who have taken positive initiating roles
promoting bilateral relations, have lost self-confidence in
building true reconciliation and a reliable relationship.
This is not only unfortunate for the two countries, but also
a factor causing anxiety for the future prosperity and
development of the Northeast Asian region.

As | mentioned earlier, in order to enable full-scale
resource development in the Russia Far East and Siberia,
government support is indispensable. In large scale
energy development in particular, high expectations are
placed on the financial cooperation of Japan. In
employing a broad political framework agreed in the
Krasnoyarsk Agreement, the Japanese Government has
not taken the approach that the conclusion of the peace
treaty is a precondition for cooperation in other areas.
Rather, it had been based on thé enlightened approach”—
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through promoting wide-ranging cooperation between the
two countries and building real trust, followed by the
conclusion of a peace treaty. Based on this philosophy,
various cooperative projects and instances of financial
support from Japan to Russia, as | mentioned before, have
already been implemented. At the same time, these
projects and measures will only have real meaning once a
peace treaty is concluded and the efforts of the people of
two countries towards true reconciliation progress to
realization. Without conclusion of a peace treaty, we
cannot gain the support of the Japanese public for the
provision of large scale public funds from Japan for the
development of the Russian Far East and Siberia.
Moreover, due to the recent economic difficulties in
Japan, it has become more difficult to gain the support of
the Japanese public on this matter. Besides, without
realizing a stable political environment based on true
reconciliation between the two countries, it is a matter of
course in economic logic that the private sector will not
have a strong desire to invest in resource development in
the Russian Far East. It is essential for the political
stability and economic development of Northeast Asia to
establish a stable relationship based on true mutual
understanding between Japan and Russia, by resolving the
territorial issue and concluding a peace treaty. This will
enable the development of the Russian Far East to be
included in the framework of the stability and prosperity
of Northeast Asia as a whole.

4. Relations with China During the Period of

System Transformation

The China factor is very important as one of the
challenges exerting its influence over the framework between
the four countries of Japan, the U.S., China and Russia.

China currently is in the stage of transition in its
domestic systems. China’s transition in the domestic
system will proceed under the following background.

Twenty years have passed since China introduced the
socialist market economy in order to rebuild its stagnant
economy and nation based on the concept of a unique
socialism for China”. From then until now, over twenty
years, this reform and open policy has been positively
promoted. Since Deng Xiaoping's' speeches that
encouraged cities in Southern China to expand the reform
and open policy, as well as accelerate economic growth”
in 1992, in particular, its speed has accelerated. The
development of the coastal area of China, including
Shanghai, as well as the capital, Beijing, has been
remarkable. | visited Shanghai about ten years ago and
met Mr. Zhu Rongji, who was the Mayor of Shanghai at
that time. There was a sweep of plain over the Huang-pu
River, which was eyed for development, where he pointed
out the field in front of us and said that the most important
project as a mayor was to realize the development of the
Pudong area. Recently, | visited Shanghai again and
realized the speed of the development of China under the
reform and open policy when | witnessed the developed
Pudong which had changed beyond recognition. The
fruits of China’s reform and open policy are obvious when
we focus on the fact that the Chinese economy grows at an
annual rate of more than 10%, and the world has great
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expectations for the future development of the Chinese
market.

However, in the meantime, it is true that the
introduction of the reform and open policy has brought
various new problems to China as well. For example,
state-owned enterprises have performed poorly, and
regional differences between the developed coastal areas
and inland areas have increased. State-owned enterprises
had been the main players supporting the economic
development of China since the foundation of the nation,
but they raised questions in terms of economic efficiency,
since they could not easily adapt to market competition.
Since the introduction of the reform and open policy, the
number of state-owned enterprises in the red has
increased, becoming large financial burdens.
Furthermore, the coastal areas of China, including Beijing,
Shanghai and other cities, have developed significantly
due to various factors; state-owned enterprises are
concentrated in the inland area, including the three
provinces of the Northeast (because Mao Zedong, who
was cautious about the outbreak of world war, founded
state-owned enterprises in the inland areas to make them
difficult to attack); the coastal area was given the role to
take the initiative of the reform and open policy under
Deng Xiaoping's theory. On the contrary, inland areas
have lagged behind and regional differences between the
developed coastal areas and inland areas have expanded.

On the one hand, phenomenal economic development
was realized by introducing the market economy
mechanism. On the other hand, at the same time, the market
economy mechanism brought about various distortions in
the economic system, closely related to the economic
management of all of China, as well as its social system.
The situation today represents the problem that China needs
to fundamentally reform its economic/social system. This
reform is very important in determining the future of China.

Regarding the example | referred to earlier, China set
a target for bringing state-owned large and medium-sized
enterprises out of difficulties within three years from
1998. The nation began the reform of state-owned
enterprises by cutting sections and enterprises in the red,
and selling medium and small-sized state-owned
enterprises. The executives of China now recognize that
this" three year target” has at least been achieved. The
government has begun to execute a policy of large-scale
development of the West, since the dissolution of regional
differences is believed to be an urgent matter.

These reforms, however, will not be completed over a
short time, and a long time will be required before they bear
fruit. A major issue for China is how the nation will convert
the system in a stable manner, by rectifying the distortion
produced by the impact of introducing the market economy.

For instance, the reform of state-owned enterprises
brought about unemployment, which was a new and
serious fear for Chinese society. Chinese people have left
thé iron rice bowl!” they had used for a long time (iron
rice bowl, which doesn’t break when it falls, symbolizes
the job which secures a living even in times of slumping
business) and resulting it shagan” (layoffs). The actual
number of unemployed is estimated to be between 80 and
100 million at present. Though the social security system

has been discussed, it is not yet fully established.
Furthermore, the domestic systems created by the
introduction of market economy mechanisms are
expressed as thé creative destruction process”(according
to Director Hu Angang of the National Conditions
Research Center of the Chinese Academy of Sciences).
Actually, the benefits brought forth to China will be large
if the system can be transformed smoothly. In that sense,
the current efforts towards the reformation of domestic
systems can be & creative” process. However, since the
process will be achieved by destroying existing systems,
the process involves risks of compromising the stability of
China if it isn’t smoothly carried out.

China has been very enthusiastic about joining the
WTO for the past few years, and this will be realized in
the near future. When China joins the WTO, the nation
will impose further reform by itself. In order for China to
overcome this period stably, it is essential for neighboring
countries, including Japan, to support the Chinese efforts.

Focusing on China from the viewpoint of the world,
China is experiencing not only the reform of domestic
systems, but also adjustments to its role as a member of
the Asian and the international community.

At the time of the Asian Financial Crisis in 1997,
while Asian countries faced constriction of domestic
demand, China actively introduced fiscal measures and
promoted domestic demand, and tried to prevent a
secondary currency crisis by maintaining the yuan rate.
Also, with the IMF support system as its center, the nation
was given a large amount of economic support. As far as
the revaluation of the yuan is concerned, people staté it
was making a virtue out of necessity”, because profit for
China itself was at the center of the judgement. However,
even if it was making a virtue out of necessity, | believe it is
notable that China has made this decision as a key player in
the world. Chinese leaders have stated at every turn about
various economic supports from China that they should be
provided“ as a responsible member of the international
society”. In fact, it should be recognized that the amount of
economic support from China wa$ not small for a country
which holds large foreign debts” Jas President Dai
Xianglong of the People’s Bank of China stated.

At the recent’ ASEAN plus Three Finance Ministers
Meeting” in Chengmai, there was a change in the Chinese
posture. It is noticeable that China constructively
participated in the agreement and adoption of the Chengmai
Initiative, which strengthens and expands thé¢ Currency
Swap Agreement”, an agreement which lends money in the
short-term to nations with a shortage of funds, in order to
prevent recurrence of the Asian Financial Crisis.

These is evidence that endorses the fact that China has
steadily changed from a country that focuses on its own profit
to a key player in the international society, and it is concerned
with its influence in the world as well as in Northeast Asia.
Credit should be given to these very positive movements for
the stability and prosperity in Northeast Asia.

On the issue of a multilateral cooperative economy,
whether it is in terms of economy or security, China has
sometimes reacted over-sensitively to what maybe
regarded as the formation of an alliance of countries
against China” and & challenge to China” through



interference with its internal affairs. However, in the
present world, where globalization and interdependence
among countries has been furthered, it is true that if
problems occur in one country, they cannot be contained
within that country’s national borders, but will spread to
the rest of the world. In addition, such problems often
cannot be solved without cooperation from other
countries. Understanding this situation, however, China
still cannot be free from its fear of the strengthening of
blocs and groups against Chinese interests.

However, from a broader perspective of the
political/economic environment in Northeast Asia, the
stability and prosperity of Northeast Asia cannot be
achieved without a framework of multinational cooperation
including China. China needs to fully understand that the
realization of cooperation will bring great benefits to the
nation, and should completely abandon its old notions,
based on the vestiges of the Cold War. It should focus in
the long-term on helping to create order for the stability and
prosperity of the region, rather than on short-term and
narrow interests. It is essential for China to show a positive
attitude towards positive cooperation in the establishment of
a framework between Japan, the U.S., China and Russia.
The big challenge we are faced with is how to make China
understand the importance of this matter.

Jiang Zemin is anticipated to resign as Communist
Party Chief after the 16th Major Party Conference, to be
held in 2002. Hu Jintao is favored to be the next Party
Chief. (Although Jiang Zemin will not take a leading role
officially, as Deng Xiaoping did, it is anticipated that he
will maintain his dignity while staying in the position of
Chairman of the Central Military Commission.) Hu Jintao
was born in 1942, and his generation is called th¢ Fourth
Generation”. There have been a number of different
generations in post-revolutionary China; the first generation
shouldered the Chinese Revolution, and was loyal to the
ideologies of Mao Zedong and Zhoa Enlai; the second
generation, including Deng Xiaoping, moved towards the
reform and open policy (though he was a partisan of Mao
Zedong and Zhoa Enlai); the third generation, including
Jiang Zemin, advanced the reform and open policy together
with the influence of former generations. The characteristic
of the fourth generation is that they were not baptized in
revolution. Such an alteration of generations are anticipated
to proceed not only within the executives, but also in the
whole of Chinese society in the next few years. Thus, the
following generation may be the period when China largely
changes its way of thinking.

It is difficult to envisage the status of China in the
twenty first century as China is currently in the midst of
system transformation. Various views can be heard at
present, including such extreme scenarios as China
becoming a world military giant, or perhaps being divided.
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Even though it is difficult to anticipate the future of
China exactly, it is not so difficult to talk about the desired
situation for the future of China from a viewpoint of
benefits for Northeast Asia.

The most desired situation is for China to be stable,
and as | stated earlier, not only to focus on its own
national interest, but also to participate in international
cooperation with a wide perspective of multilateral
cooperation. It is favorable not only for China, but also
for neighboring countries, including Japan, as well as
Northeast Asia as a whole.

In these circumstances, the construction of a
framework for cooperation among the major countries in
Northeast Asia will become realistic. Through this, there
is no doubt that the stability and prosperity of this region
will take a forward step. The problem is how we can
cooperate for the realization of such cooperation by China.

The most important matter for China is to overcome
this transformation period without confusion or major
disorganization. Japan should make efforts to continuously

enhance trust and remove suspicion” (a phase which
President Zhu Rongji frequently used when he visited
Japan last October) together with China, and support
economic development in compliance with the reform and
open policy of China.

As a new president has been inaugurated in the U.S., it
is anticipated that there are many pro-Japanese groups
among President Bush’s advisers who will place more
emphasis on the relationship with Japan compared to the
Clinton Administration. It is anticipated that the relationship
between Japan and the U.S. will become closer. It is crucial
for Japan to be active towards the U.S. and lead the
reformation of China in the desired direction, as | mentioned
above, with the cooperation and support of the U.S.

5. Conclusion

Since the collapse of the Cold War structure, the
political and economical volatility of Northeast Asia has
increased. The stability of Northeast Asia is an urgent
precondition for the realization of prosperity in the region.
The coordination of the four countries of Japan, the U.S.,
China and Russia in the region is the essential form of
multinational cooperation for the stability and prosperity
of Northeast Asia in the twenty first century.

When we succeed in establishing multilateral
cooperation between the four countries, it will contribute
to wrapping-up the movement for peace in the Korean
Peninsula. | believe that such a cooperative framework is
the biggest requirement for the realization of the stability
and prosperity of Northeast Asia, which helps in turn to
promote the development of the DPRK, the Russian Far
East and Siberia, which have been lagging behind.

[Provisional translation by ERINA]
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Emerging Northeast Asia: Progress and Problems of the 1990’'s

ISHAEV, Victor I.
Member of the Presidium of State Council, Russian Federation
Chairman, Interregional Association of Economic Coordination "Far East and Zabaikalie"
Governor of Khabarovsk Territory, RF

The 1990’s was characterized by dynamic structural
changes on a global level, as a result of the collapse of the
Soviet Union and socialism, which led to the birth of
many new nations on the rubble of the collapse. The
United States remained as the only superpower. Many
people seemed to look forward to the collapse of the
Soviet Union, because it would mean the end of the Cold
War. However, the resolution of the global standoff and
the transition from a bipolar world to a single-polar world
which have not yet made the world sufficiently safe. This
was clearly demonstrated when the U.S. wielded its
military power, in ignorance of the rules of international
society, in its advance into Yugoslavia. Yugoslavia used
to be a prosperous country with much international
influence, but it was reduced to ruins.

Also, in this uni-polar world, we can clearly see
instances of military, political and financial pressure,
where strong countries pressurize the weaker nations.
International financial institutions interfere with the
sovereign rights of nations. International speculators try
to manipulate the flow of funds, so that on a global and
regional basis, recessions have developed and society has
been placed in turmoil and pushed to the brink of
bankruptcy. In the 1990’s, the countries of the Asia-
Pacific region were fortunately not involved in global,
military and political disputes, and were able to benefit
from the relative stability of this period.

The relatively peaceful international situation in the
region did not guarantee, however, a quiet run for the
economies of the Pacific Rim. The economic diversity of
the region and its growing importance in the world forced
the countries of the region to compete for leadership. In
terms of economic growth rates, China surpassed the new
industrialized economies of East Asia.

For the Asia-Pacific economy, the true test was
globalization, and the increasing interdependence of
economies. As shown in the economic development in the
Asia-Pacific in the 1990’s, globalization provided

opportunities for development, and the realization
depended on the adaptability of the nations. The Asian
Financial Crisis of 1997 - 1998 created winners and losers
as a result of globalization.

In the Asia-Pacific region, the major accomplishment
of the 1990’s was the creation of APEC. It is still too
early to compare the Asia-Pacific with unified Europe.
However, | think that a major first step toward multilateral
cooperation has been taken. The establishment of APEC
is the regional states’ answer to the challenges of
globalization. This forum is where the members of APEC
will gather together once a year to discuss important
economic issues.

Within the APEC framework, the regional principles
for trade and investment activities and economic and
technical cooperation have been formulated. APEC helps
to harmonize diverse economic interests. Its working
groups and sessions generate new ideas, contributing to
the economic development of the region. It is hoped that
these activities within APEC could also contribute to
economic development and subregional cooperation in
Northeast Asia.

In the 1990’s, Northeast Asia experienced positive
political and economic changes that were partly facilitated
by global developments. The most important development
was the normalization of relations among the countries of
Northeast Asia. At present, the political situation is
relatively stable and there are signs of positive dynamics
in subregional relations, both bilateral and multilateral.

The improvement in Russian-Chinese relations has
had a crucial impact on the political situation in the
region. In the 1990’s, Russia and China embarked on a
course that brought them further ahead in the
establishment of intensive cooperation on many fronts and
mutual interaction on an extensive range of issues. The
signing of the Joint Declaration on Strategic Partnership
by President Boris Yeltsin and Chairman Jiang Zemin in
April 1996 became a milestone on this path. In November
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1997, the Declaration on the Conclusion of Work for the
Demarcation of the Eastern Part of the Russian-Chinese
Border was signed. The July 2000 official visit of
President Vladimir Putin to China was yet another major
step towards the development of an equal partnership,
mutual trust and coordination of vital national interests.

A number of high-ranking Chinese delegations
visited Russia, including the one led by the Parliamentary
Chairman, Li Peng. These bilateral meetings have led to a
range of agreements, including those covering cooperation
in the energy field, natural gas projects and the petroleum
sector.

In the 1990’s, the somewhat volatile situation on the
Korean Peninsula improved. This process was set in
motion by the establishment of diplomatic relations
between the Soviet Union and the ROK in 1990, and
between China and the ROK in 1992. Subsequently, the
development of the trade and economic relationship has
helped to build a strong basis for a favorable international
and political situation, and has contributed positively to
the region as a whole.

In this context, mention should be made of the
Korean Peninsula Energy Development Organization
(KEDO), an organization created in order to resolve the
energy problems of the DPRK in exchange for a
commitment to stop its nuclear program. The ROK,
Japan, and the United States, as well as the European
Union, undertook the financing of this project. The
creation of this international organization became, in
effect, the first example of multilateral cooperation in
Northeast Asia aimed both at the resolution of political
and security problems and of purely economic issues.

During these years, th& Four Party Framework” was
created to replace the armistice on the Korean Peninsula
with a peace treaty. It is based on thé two-plus-two”
formula (the United States, the ROK, the DPRK and
China). It hasn’t made noticeable progress yet, but Russia
and Japan could join this process as influential
stakeholders to ensure progress.

At the end of the 1990’s, there were significant
developments in inter-Korean relations achieved due to
the efforts of President Kim Dae-Jung. It is important that
his new approach was matched with a positive response
from the leadership of the DPRK, leading to the historic
meeting in Pyongyang in June of 2000. One of the
outcomes of this meeting is a program to restore the
railway that once linked North and South Korea.

The decade of the 1990’s was quite a productive
period in the development of Russian-Japanese relations.
The official visit of President Boris Yeltsin to Tokyo in
1993 resulted in the signing of the Tokyo Declaration,
followed by intensive political contacts between leaders.
The meetings in Krasnoyarsk in 1997 and Kawana in 1998
laid the foundation for the Yeltsin-Hashimoto Plan, which
envisaged diverse economic cooperation between Japan
and Russia.  The most recent development in this field is
the Putin-Mori plan, which envisions a constructive
partnership between the two countries in the 21% Century.
Also, the joint Russia-Japan Inter-governmental
Commission on Economic and Trade Cooperation,
established in 1994, prepared the ground for the search for

new forms of economic interaction between Russia and
Japan.

A major contributing factor to the improvement in
Russian-Japanese relations was the opening of broad
contacts on a regional level between the districts and
provinces of Far Eastern Russia and the Japanese
prefectures. The conferences of the heads of administrations
of these territories, meetings of the representatives of the
legislative assemblies and public entities, youth and sports
exchanges, and contacts among technical experts, have all
come together to consolidate a sufficiently sound
infrastructure for bilateral relations.

During this period, we have seen active and
successful development in the relationships between Japan
and China and between Japan and the ROK. Active links
have been established between China and the ROK. For
the DPRK, China has always been a major political and
economic partner. The Mongolian leadership has also
made great efforts to foster close relations with all
countries of Northeast Asia.

The decade of the 1990’ s was also a period in which
the local regions of the Northeast Asian countries
developed direct relations. In the early 1990’s, these
consisted of essentially bilateral contacts between leaders
of the local administrations. In October 1993, following
an initiative from Shimane Prefecture, the first meeting of
the heads of local governments of Japan, Russia, China
and the ROK, took place. The following meetings were
held in Hyogo Prefecture and Khabarovsk. It became
clear that an organization was needed that would facilitate
cooperation among these territories. In September 1996,
at the meeting of the heads of local governments of
Northeast Asia, held in the city of Kyungju City (North
Kyungsang Province), the Association of North East Asia
Regional Governments (ANEARG) was created.

The creation of this association was indeed an
important event in the history of our region. For the first
time, the representatives of local regions have been given
the opportunity to discuss prospects for cooperation in a
multilateral setting. These regional-level contacts among
the countries of Northeast Asia have already become an
important factor supplementing inter-governmental
relations. The characteristics of the 215t century will be
the advent of the role to be played by regional
administrations and the fact that they are playing a direct
role. This has become clear in the manner of ANEARG.
The concept of regional development suggested the
possibility of integration. As a result, we shall be able to
stimulate economies that are lagging behind. Mongolia
was accepted as a formal member of ANEARG in 1998.

In 1995, Khabarovskiy Territory expressed that it was
favorably disposed toward the accession of the DPRK to
the framework of regional cooperation. About a month
ago, | received a letter from the DPRK, informing me that a
representative of the administration of one of the provinces
would take part in the ANEARG session scheduled to take
place in Khabarovsk in the autumn of 2002.

Let us now consider the economic aspects. In
describing the general trends in the economic
development of the countries of Northeast Asia during the
1990’ s, | should note that this process has been



characterized by conflicting trends and differences in the
economic systems, which could be seen as only natural.

The economy of China has shown a rapid growth
rate, and in only a decade, its foreign trade has expanded
3.4-fold. It is becoming the center of world trade. On the
other hand, high rates of economic growth entail a
complex mix of socio-economic, environmental and other
problems, requiring more drastic reforms from the
Chinese leadership. The future of the country, and to a
certain extent the destiny of Northeast Asia, depends on
how successful these reforms are.

The Russian Federation, in its transition to a market
economy, has encountered serious problems in adapting to
the realities of international markets and the division of
labor. The 1990’s was a very difficult decade for Russia in
all aspects of the nation’s life, especially in the economic
sphere. A serious trial for the Russian economy was the
1998 financial crisis, which was closely tied to the Asian
economic crisis.

At the end of 1998, the Russian economy resumed
growth, driven by the export-oriented sectors, as a result
of the devaluation of the ruble and the favorable situation
on the world’s energy markets. In the year 2000,
economic growth in Russia reached 7%, and income grew
by 9.4%. Industrial output in Far East Russia rose by
6.5% in volume terms. Also up were electric power
generation (by 5%), petroleum output (by 75%), gas
output (by 2.7%), commercial lumber production (by
30%), sawn timber (by 34%), carton and paper, cement
and other products.

However, economic growth remains unstable both in
Russia as a whole and in individual regions, and the
economy has a strongly pronounced cyclical nature.
Growth should be maintained and stabilized by the
carefully balanced efforts of all players in the economic
process, with the state playing an important role.
Recognizing this, President Vladimir Putin asked me to
preparé The Report on a Development Strategy for the
Period Up to the Year 2010.” Our group proposed a
conceptual framework for the strategic development of the
Russian economy for the near future. This report may
serve as an important tool when President makes decisions
designed to achieve the current and prospective goals on
the basis of clearly set targets for Russia’s development.

The DPRK experienced a severe economic crisis in
the 1990’s. The recent efforts of its leadership to improve
inter-Korean relations give us hope that the DPRK will be
able to develop closer economic relations with other
countries, contributing to subregional economic
cooperation in Northeast Asia.

Throughout the decade of the 1990’s, the Japanese
economy experienced a recession that was unprecedented
in her entire postwar history. This was due to a complex
combination of cyclical and structural problems. Thus,
whereas in the early part of the decade, from 1991-1995,
the average annual rate of economic growth had been only
1.2%, the economy registered an absolute drop in Japan’s
GDP by 2.5% for the first time since the 1970’s. The
unemployment rate in Japan has today reached a level of
4%, the highest figure in the entire postwar period. The
endless attempts of the government to breathe fresh life
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into the economy by increasing government expenditure
by an amount totaling US$1.2 trillion for the period from
1992 through to 1999 have yet to produce tangible results.

The economy of the ROK in the first half of the
1990’ s enjoyed high rates of growth. During this period, a
series of important measures designed to expand the
sphere of action of market forces were implemented. In
particular, moves were made to liberalize external trade,
foreign investments, and also monetary legislation. Yet,
the ROK economy was not able to escape the negative
impact of the Asian Financial Crisis. The country suffered
a sharp drop in the exchange rate of the Korean currency
and a crash on the stock market, fueled mainly by a mass
exodus of short-term speculative capital funds from the
country. Under these conditions, the government of the
ROK carried through a number of aggressive reforms in
the financial and industrial sectors and in the area of
employment. It also resolved to implement some radical
reforms to its administrative machinery at all levels. In
only two years, the country came out of the crisis and
repaid an IMF loan of US$58 billion. It also beefed up its
gold reserves to US$50 billion and achieved an 8%
economic growth rate in 1999-2000.

In short, despite economic difficulties, Northeast
Asia retains the potential for development, which
promises intensified cooperation among the countries of
this area. However, the current level of economic and
trade interaction in Northeast Asia far from matches this
existing potential.

We, in the Far East of the Russian Federation, have
concluded that the most appropriate sphere of such
cooperation might be the implementation of large-scale
projects for the development of the Siberian and Far
Eastern energy resources. The development of these
natural resources with the subsequent installation of
pipelines for natural gas and crude oil transportation, as
well as high-voltage power transmission lines to China, the
Korean Peninsula and Japan, could lay the foundation for
an energy community in Northeast Asia. It is my vision
that such mutual interest, consolidated by cross-border
pipelines and power transmission lines, could provide a
good basis for strengthening mutual trust, not only in the
economic, but also the political domains. Infrastructure
projects of transportation and telecommunication network
could be appropriate for these purposes. Internet trading is
becoming ever more active, and it would be necessary for
us to establish internet space which is common in
Northeast Asia, so relevant laws should be established in
order to facilitate internet trading.

In Northeast Asia, we need to have common systems
and institutions. For example, regarding immigration,
tariffs, customs, standards for industry and agriculture,
procedures of trade would have to be simplified in order to
promote economic development. At the same time,
Northeast Asia will have to develop free economic zones,
form a customs union, and provide protection and
insurance system for foreign investment.

Each constituent country has its own advantages,
enabling it to occupy a certairf niche” in the subregional
community. So, even if there is an unequal distribution of
production factors, the countries will still be able to enjoy
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economic benefits. We believe that there shall be merits
in establishing a multilateral economic group.

We believe these advantages can be summed up as
follows:

1. Realization of comparative advantages, utilizing
resources, capital and labor potential.

2. Expanded cooperation for closer development in
social and economic areas.

3.Enlarged markets for export, and facilitate
restructuring.

4. Forming common front and facilitate implementation
of the national economic development program.

5. Investment promotion, including cross-border
infrastructure project.

6. Investment in human capital, education, health and
technological advancement.

Each country and territory would determine its own

need in terms of economic integration and constructive
interaction within the framework of the regional
community. The important factor is that the political and
business communities of the countries concerned should
demonstrate a will and determination to bring prosperity
to the Northeast Asian subregion.

The last decade of the 20t Century has also shown
how important the various regional forums are in searching
for a mutual understanding concerning the issues of
balanced economic development and environments in the
region. Great importance must be attached to intellectual
exchange. The economy is much more dependent on
intellectual capabilities, and the greatest yields can be
obtained from efforts made in this type of activity. In this
context, it is difficult to overestimate the contribution of
exchanges in this Economic Conference for the
development of regional cooperation.

[Abridged translation by ERINA]
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Summary of Session 1

The theme of Session 1 was the “ Transportation
Network in Northeast Asia: Towards Dissolution of its
Discontinuous Points," with Mr. Hideo Kayahara, Director
General of the Japan Port and Harbor Association, as a
moderator. At this session, the current status and issues
related to the nine international transportation corridors, and
their resolutions, were discussed based on the discussion at
the Transportation Subcommittee of the Northeast Asia
Economic Conference Organizing Committee, founded in
June 2000. These nine transportation corridors were
selected at the Transportation Subcommittee as major
routes which will bear international trade in Northeast Asia,
connect Europe and Central Asia with Northeast Asia, and
provide access to the sea.

First of all, the current status and issues of the
Northeast Asia transportation corridors were reported by
ERINA. The major issues to be resolved is the dissolution
of* discontinuous points.” These discontinuous points
include unconnected railways or roads, differences in
railway gauges, and complicated procedures and checks at
border crossings. In order to resolve these issues, the
commitment and cooperation of each country is necessary.
Following this, a number of panelists presented their
reports.

Dr. Yaroslav N. Semenikhin, General Director of the
Far Eastern Marine Research, Design and Technology
Institute, summarized the current status of transportation
which uses the Trans-Siberian Railway and ports in
Primorsky Territory in Russia. He mentioned a route
connecting Northeast China and the United States via
Primorsky Territory, and presented on development
towards the expansion of transportation networks even to
outside Northeast Asia. He also introduced the fact that
negotiation is in progress on the agreement of transit
transportation between Russia and China. He pointed out
that comprehensive cooperation in Northeast Asia as a

whole is necessary for the improvement of future
transportation corridors. He also emphasized that it is
important to take into account the transportation of liquid
and gaseous fuel, such as oil and gas.

Mr. Dai Xiyao, Director of the Tumen River Area
Development Administration of the People’s Government
of Jilin Province, reported about the progress in
commodity flows in the Tumen River area in 2000 and in
the last five years. In 2000, a railway route between
Hunchun and Makhalino and a regular land and sea route
for both cargo and passengers between Hunchun and
Sokucho via Zarubino opened. Besides these new routes,
other infrastructural improvements are in progress, such as
the construction of a highway between Hunchun and
Quanhe and the completion of new customs buildings at
Quanhe and Hunchun road terminal. He also reported on
the increase in cargo transportation between China and
Russia, in particular the increase in crude oil
transportation from Russia. Furthermore, he mentioned
that Russia and China hold a regular meeting to discuss
the transportation issues. This clarified that bilateral
cooperation is being strengthened.

Professor Wang Shengjin, Dean of the Northeast
Asia Studies College of Jilin University, pointed out that it
is necessary to discuss the development of a core
international transportation center, at the same time as
considering transportation corridors. He also emphasized
the importance of the recognition of diversity, such as the
different stages of economic development, market
environment, and economic systems. He insisted that the
establishment and development of transportation corridors
will lead to the improvement of relations among countries
in the region, so this has an important meaning for
opening up and raising confidence among the countries.
In addition, he said that the exchanges between
transportation service enterprises should be strengthened
to promote international cooperation for the improvement
of transportation corridors.
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Mr. Tsegmidyn Tsengel, State Secretary of the
Ministry of Infrastructure of Mongolia, asserted that
Mongolia considers the Mongolia-Tianjin Transportation
Corridor and the Tumen River Transportation Corridor
important for access to the sea. He presented the fact that
the research into and improvement of road and railway
facilities related to these corridors is in progress with the
support of the ADB and the Japanese Government. As a
result of these developments and improvements, transit
cargo volume has increased ten fold in the last five years.
He reported that Mongolia proposed a plan to construct a
road and railway along the disconnected part of the
Tumen River Transportation Corridor between Mongolia
and China. Mongolia is planning to connect the route by
road first, then to construct a railway when cargo volume
reaches a sufficient level. This route is expected to be
connected as soon as possible.

Mr. Tsogtsaikhan Gombo, Team Leader of the
UNDP Tumen Secretariat, emphasized the importance of
the establishment of an inter-governmental mechanism to
strengthen bilateral and multilateral cooperation towards
the improvement of transportation corridors. He
suggested that the results of the discussions at such a
conference should be brought back to each country and
participants should make efforts to bring officials in for
the next activities. Also, the importance of soft
infrastructure improvement, such as the introduction of
consistent regulations and procedures at border crossing in
each country, in addition to the improvement of hard
infrastructure, was emphasized. Furthermore, he
mentioned that it is important to utilize the existing
research and study results by strengthening a cooperation
among related bodies, and to see the transportation issue
from a broader viewpoint, not limited to a specific area.

Following reports by the panelists, Mr. Dong Zuomin
the mayor of Suifenhe City in Heilongjiang Province
reported that transportation through the Suifenhe route is
active, and cargo volume through Suifenhe Customs is
increasing year by year. It was confirmed that efforts to
create an efficient international transportation corridor are
being made, such as the investment for the improvement
and strengthening of transportation capacity to meet the
cargo volume increase.

Furthermore, Mr. Jong-Kew Park, the chairman of
Dong Long Shipping Co., Ltd. which operates a regular
service between Rajin and Niigata, raised that it will be
difficult to keep operating the service if the volume does
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not increase since the cargo volume of this service was
only 48 TEU in 2000. Active and concrete measures are
required on this matter, such as appealing for favorable
treatment to the government, in order to promote Japanese
enterprises opening business in the Hunchun area in
China. Also, a suggestion was made about the
transportation of straw from the Yanji area in China to
Japan. The feasibility of this should be studied, including
about the construction of a straw fumigation facility in
Yanji area and carrying out a check in the area with
Japanese attendance.

Some other opinions were shown, such as that
undersea tunnels between Sakhalin and Hokkaido might
be included in the discussion, and that opportunity to
discuss not only commodity flow, but also people’s
movements, are necessary.

In this session, the development of transportation
issues in the region was clarified. Attention should be
paid to the fact that the infrastructure of countries and
areas in Northeast Asia is progressing, as well as various
occasions for bilateral or multilateral discussion regarding
transportation. In particular, the Inter-Korean Summit
meeting held in June 2000 had a significant meaning. If a
railway between the ROK and the DPRK opens,
transportation networks in Northeast Asia will be far more
solid. In this sense, the participation of the ROK and the
DPRK in occasions to discuss transportation issues in
Northeast Asia is crucial. Active efforts should be made
to ask for their participation and facilitate the collective
exchange of opinions.

The participants in this session, and also the
Transportation Subcommittee, have two important roles to
undertake. The first role is the coordination of efforts to
lead concrete activities with government officials through
appealing to the public sector for the improvement of both
the hard and soft infrastructure of each transportation
corridor. The second role is the dissemination of
information to users in order to expand demand for each
corridor. For the improvement of transportation corridors,
common goals for the corridors collectively, not only for
each corridor, are necessary. To set up these common
goals with persons in charge of transportation in related
countries and specialists through a function of the
subcommittee is the next issue. Active and concrete
activities are strongly required if this idea is to be realized.

O Kazumi Kawamura, Researcher, Research Division, ERINAO
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Summary of Session 2

The theme of Session 2 was“ Promotion of the
Environmental Industry in Northeast Asia: Towards
Integration between Economic Growth and Climate
Change Mitigation.”

At the beginning of the session, the moderator, Dr.
Tsuneyuki Morita, of the National Institute for
Environmental Studies, highlighted the importance of
measures to mitigate climate change, in Northeast Asia,
using a projected image of the distribution of temperature
increase in the next 100 years. Then, he reported that the
session at the previous Economic Conference entitled

“ The Prevention of Global Warming in Northeast Asia,”

concluded that advanced strategies for sustainable
development were necessary to resolve global warming
issues in Northeast Asia. It was agreed that one of the
most important strategies among these was the
development of environmental industries in the region.
Based on this recognition, he raised the issue of what kind
of international cooperation is possible to develop
environmental industries in Northeast Asia.

As an introduction to the session, the current status
and prospects for the environmental industries in
Northeast Asia were reported by ERINA. The scale of the
market of the environmental industries in Northeast Asia
is forecast to reach more than 13% of the world market in
the year 2010. Besides this, a simulation of the emerging
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CO: emissions trade market, taking into account the
implementation of the Kyoto Mechanisms, the results of a
simulation of the environmental industries’ effects on the
macro economy, and the positive effects on economic
development in Northeast Asia brought about by the
development of the environmental industries, were
introduced.

Following reports by panelists, active discussion was
conducted, and various ideas were suggested.

Based on his business experience in this field, Mr.
Takashi Kojima, of the Environment Clinic of Niigata
Inc., which is a venture enterprise in the advanced
environmental field, pointed out the importance of the
highly systematic resolution of environmental issues
through the utilization of basic environmental preservation
technologies and the need for raising“ eco-consciousness”.
Furthermore, he suggested the establishment of the

Northeast Asia Environmental Protection Organization.”
He said that it is necessary to accelerate efforts to resolve
environmental issues in Northeast Asia through further
strengthening networks among the public sector, research
institutes, and the private sector.

Mr. Yi Bin, Director of the Technology Department
of the China Environmental Protection Industry
Association, reported on the current situation and
prospects for the environmental industries in China. In the
1990’s, the annual growth rate of environmental industries
in China was 15%, which was approximately 1.5 times the
national economic growth rate. The environmental
industries are placed as an important issue in thé¢ Tenth
Five-Year Plan” , and the government intends to increase
investment in the environmental industries. Regarding
cooperation with other countries, he illustrated specific
technologies which are necessary for some environmental
fields, such as air, water, and waste.

Professor Yoon Ki-Kwan of Chungnam University’s
Department of International Trade, reported mainly on the
current status and prospects for the environmental
industries in the ROK. The ROK’s share of the world’s
environmental industries market was 2% in 1998. It is
expected to grow approximately three-fold in the next 10
years. In particular, growth in the environmentally-
friendly energy and clean technology fields is expected to
be high. Meanwhile, transition to an environmentally-
friendly industrial structure, the establishment of growing
bases of environmental industries, the development of
export-oriented environmental industries, and further
environmental technology development, is all necessary.
He stressed the importance of regional development in
Northeast Asia in this matter.

Dr. Victor M. Zykov, of the Russian Coal Producers’
Union, reported mainly on the utilization of alternative
methods of coal processing in Russia. Russia has ample
coal reserves, which play an important role as an energy
resource. He pointed out the importance of clean coal
technology, including a view towards environmental
protection. He also suggested the possibility of
international cooperation in Northeast Asia on clean coal
technology, since Russia has various technologies
throughout the system, from mining to burning.

Mr. Masao Takebayashi, of the Ebara Corporation’s

Zero Emissions Promotion Center, reported about the use
of energy to overcome the“ trilemma” of global
environmental protection, efficient utilization of resources
and economic development. He emphasized the
improvement of the environmental and utilization
efficiency of resources, and explained the current status
and issues of electricity generation technology using
various resources, such as natural resaurces, biomass and
waste, based on the concepts of “ distribution” and

concentration”. He said that important issues towards
promotion of environmental industry in Notheast Asia are
changes in lifestyles, the concentration of funding for
development and experiments, and also stressed the
importance of cooperation with international organizations.
He also suggested the establishment of the' Northeast Asia
Zero Emissions Center.”

Dr. Ramamurthi Swaminathan, Advisor of the Asian
Development Bank, reported mainly on the ADB’s efforts
on environmental issues in Northeast Asia. He suggested
the usefulness of technical assistance in energy and air
pollution fields, as well as capacity building to combat
global warming. He mentioned that the ADB intends to
actively cooperate with the governments of member
countries and private enterprises.

An important point which arose at the discussion was
that, when the environmental industries cooperate
internationally, it is necessary to recognize above all the
fact that victims of a deteriorated environment are
underprivileged people. Furthermore, costs for
technologies and services offered by the environmental
industries were discussed. It was suggested that the wider
market should be made more aware of the true value of
the environment, and this value should be raised. How to
raise the premium on the environment is a common issue
for the whole region of Northeast Asia. It was pointed out
that costs for the environment should be discussed in
connection with the process of a series of dynamic
economic developments through investment in the
environment field.

The environmental industries are expected to be one
of Northeast Asia’s growth industries. A common
recognition that the environmental industries will play an
important role in the coexistence of the environment and
the economy has already been created. However, there
are many issues to be resolved to accelerate the progress
of the environmental industries. In order to do this, some
suggestions were made, such as the establishment of a
common platform, e.g. environmental industry and
technology database and the Zero Emissions Center, and
to make efforts on raising “ eco-consciousness” though
the establishment of a comprehensive network with
various participants. At the session, various points
regarding the development of environmental industries
were discussed. However, there was not enough time to
discuss issues directly related to the promotion of
investment in the environment, such as financing for
developing environmental technology. This remains as the
next issue to be discussed.

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

The theme of the third session was* The Promotion
of Trade and the Reduction of Investment Risks in a
Period of Transition for Northeast Asia” . In this session,
the investment risks in the recipient countries were
discussed between the recipient countries and investing
countries, Mr. Fumiaki Fujino of the Itochu Corporation.
Targeting China and Russia as recipient countries, the
problems in trade and investment were presented followed
by suggestions for solutions.

As an introduction, the results of a questionnaire
about the investment environment in China and Russia,
which each panelist answered prior to the conference and
was summarized by ERINA, was presented. It showed the
different perspectives of the investing and recipient sides.

On the one hand, Prof. Wang Zhile of the Chinese
Academy of International Trade & Economic
Cooperation, Ministry of Foreign Trade & Economic
Cooperation, aired his opinion that while Japan and the
ROK account for a large share of investment in China,
their statuses in terms of the influence of their
investments, have relatively decreased. He pointed out
that even though there are problems in China, such as low
transparency of regulation and policies, the above
mentioned problems were the problems of the investors
themselves who overlooked a good opportunity by
underestimating the size of the Chinese market and being
too careful, in decision making for investment. He also

indicated the weakness of corporate strategy, such as the
localization of management personnel, and weak support
systems for the invested enterprises in China.

On the other hand, Mr. Shinichiro Kanno, former
Executive Director of the Japan-China Investment
Promotion Organization, stated that there are systems in
place to solve the problems of cooperation with Japan and
China, including the Japan-China Investment Promotion
Organization in Japan and the China-Japan Investment
Promotion Committee in China, which have made
achievements in solving or reducing problems practically
and concretely. As ways of introducing foreign
investment, he suggested the creation of specialty products
to expand local job opportunities and the improvement of
the living environment of foreign employees assigned to
the office and their families.

Mr. Chung Tae-Seung of the Federation of Korean
Industries, revealed possible solutions to the problems that
Korean enterprises in China face, including access to
capital and the complicated structure of the law, by
introducing global-sourcing, employment of local people,
making human network database, as well as participation
in projects which meet the policy of the Chinese
government.

Prof. Wang said that the Chinese government
currently deals with the promotion of multilateral
corporation among three countries; Japan, China and the
ROK. In order to promote the business cooperation of
these three countries, he proposed that investment in the
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Northeast and Bohai Sea Rim region in China should be
positively promoted. In addition, he suggested founding a
Northeast Asian development district, where the
discussions between facility administrators and users are
necessary to improve soft and hard infrastructure issues.

Related to Mr. Wang’s suggestion, Mr. Kanno
reported on the experience of the Dalian Industrial Park in
China, which the Japan-China Investment Promotion
Organization took a role of secretariat. He pointed out
issues to be concerned about; selection of the location,
agreement between central government and local
government, and access to capital.

Dr. Pavel Minakir of the Economic Research
Institute, Far Eastern Branch of the Russian Academy of
Sciences, stated that although the current economic
situation has improved in the Russian Far East, we must
be aware of the possible inflation and capital shortage. He
also mentioned that the central government of Russia will
make some changes in the Far East and Zabaikal
Development Program to add a geopolitical strategy for
the Asian region.

However, Mr. Tadashi Sugimoto of the Japan Russia
Business Cooperation Committee of Keidanren, and Mr.
Chung, pointed out that the investors lost confidence
towards Russia, because of the poor legal system and the
intervention of the Mafia. In order to establish trust to
facilitate continuation of business, Mr. Sugimoto stated
that it is important to establish the coordination
mechanism where the governments and local governments
of Japan and Russia lead and reflect the requests and
opinions of the private companies sufficiently. In that
sense, he said that there is a lot to learn from the
experiences of the Japan-China Investment Promotion
Organization. In addition, Mr. Chung noted that there is a
hope for developing cooperation with the ROK in the
fields of metal manufacturing and aerospace industry,
which Russia has advantages.

Summarizing those suggestions and opinions, Mr.
Kensaku Kumabe of the Research Institute for
Development and Finance, Japan Bank for International
Cooperation, stated that where there is no trust, there is no
investment. Then, he suggested a concrete proposal for
the recipient countries to receive complaints through e-

mails. Even though all the problems will not be solved, it
will allow foreign enterprises to trust the government. He
also stated that the government itself would be able to
listen to the direct requests and complaints from foreign
companies, so as to understand the problems and reflect in
flux to various policies to revitalize the economy.

As an introduction to the current situation of a
recipient country, Mr. Dashnyam Nachin of the Foreign
Investment and Foreign Trade Agency of Mongolia,
reported that Mongolia has worked to improve its
investment environment through measures such as
revising thé Foreign Investment Law”, and improving the
system to promote foreign investment smoothly.

Mr. Ippei Yamazawa of the Institute of Developing
Economies of the Japan External Trade Organization,
argued from the floor that the Japanese business world, as
well as consumers, are so passive in receiving foreign
investment that the Japanese investment environment has
been criticized by foreign countries. Mr. Fujino, the
moderator, responded out that Japan is too demanding for
the counter countries of the investment and trade. He
concluded mentioning the sub-theme of the Elimination
of Risks” that the situation will not improve if we continue
not to invest due to possible risks. In addition, he was
concerned that we wilt fail” to keep up today’s economic
wind if we don’t assess existing risks properly and don’t
keep the viewpoint to advance global business
development by overcoming the risks”.

Over the course of the twelve Northeast Asia
Economic Conferences, there were various proposals and
suggestions made about the various problems. It is
expected for the future that a more specific approach,
based on experiences with the knowledge and efforts of
concerned people, will be realized.

In this age of economic globalization, introducing
and receiving foreign investments are not only the concern
of one country in Northeast Asia, but also a subject for the
region as a whole. It was indicated that each country
could find a way to solve its problems by recognizing the
existing mutual risks and overcoming them with the
cooperation of governments and private companies.

O Shinji Sato, Researcher, Research Division, ERINAT
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Special Session Summary

At the Special Session led by Mr. Shinyasu Hoshino,
Senior Fellow of the National Institute for Research
Advancement, two subjects were discussed. One was the
creation of a network among the existing multilateral
cooperation frameworks, and the other was a system for
development finance, which is necessary for multilateral
cooperation in Northeast Asia.

As an introduction, some of the existing multilateral
cooperation frameworks in the region and the formerly
suggested and discussed development finance schemes
were reported briefly by ERINA. Then, panelists reported
about basic policies for activities, the current situation and
issues related to APEC, the Tumen River Area
Development Programme (TRADP), the Northeast Asia
Economic Forum, the Asian Development Bank (ADB),
and the Northeast Asia Economic Conference Organizing
Committee.

Mr. Ippei Yamazawa, President of the Institute of
Developing Economies, Japan External Trade
Organization, discussed the current status of East Asia and
issues related to multilateral cooperation, based on the
recognition that it is important to discuss about Northeast
Asia in the context of the wider region of East Asia. He
pointed out that structural adjustment was extremely
important for the East Asian economy, and a multilateral
approach, in addition to individual countries’ efforts,
would be very effective. Although a framework for
multilateral cooperation in this issue has not yet been
sufficiently developed, it is important to implement
activities within a loose cooperative framework in the
region. Structural adjustment and measures to promote
new information technologies are important also in
Northeast Asia. He suggested strengthening relations with
APEC and PECC. Furthermore, he showed his
recognition that development finance should be introduced
besides APEC, due to the special requirements that
Northeast Asia has in terms of improving its
infrastructure.

Mr. Lu Kejian, Minister-Counselor of the PRC
Embassy in Japan, emphasized that the PRC has been
making efforts to achieve the goals of APEC - namely the

liberalization of trade and investment, referring to the fact
that the PRC is going to host the APEC leaders meeting in
2001. He also reported that preparation has progressed for
the summit meeting to be held in Shanghai. The
significance of this APEC meeting for the PRC is that it
gives opportunities to appeal the PRC’'$ opening-up”
policy widely, reflect the experiences gained through
APEC in domestic policies, and to strengthen economic
relations, particularly in trade and investment, with other
member economies.

Dr. Cho Lee-Jay, Chairman of the Northeast Asia
Economic Forum, which has been held for the last 10
years, pointed out the importance of a functional approach
to multilateral cooperation, starting with what we can do.
Regarding development finance, the forum’s primary
issue (along with energy and transportation), he explained
the plan to establish the Northeast Asia Development
Bank (NEADB). He is studying this issue jointly with Dr.
Stanley Katz, former Vice-President of the ADB, and
other people. However, although this research has made
some progress, consensus has not been reached among top
policy makers in related countries.

The TRADP has also been in operation for 10 years.
Tsogtsaikhan Gombo, Team Leader of the UNDP Tumen
Secretariat, sees positively the fact that the forum was
established to promote cooperation among the related five
countries, although the current status is not as satisfactory
as the expected vision. Based on this recognition, he
suggested the establishment of an inter-governmental
mechanism for policy coordination and consultation in
Northeast Asia. Also, he pointed out the insufficient
commitment of the central government of each country as
a problem of the TRADP.

Ramamurthi Swaminathan, Regional Cooperation
Advisor (Consultant) for the ADB, emphasized that the
ADB promotes the economic development of each
country, not only through financing individual developing
countries, but also through supporting regional
cooperation, e.g. the Greater Mekong Subregion (GMS).
He expressed that the ADB is ready to support regional
economic cooperation in Northeast Asia and has already
begun to support bilateral cooperation between China and
Mongolia.



Mr. Ikuo Hirayama, Governor of Niigata Prefecture,
reported on the historical circumstances of the
establishment of the Northeast Asia Economic Conference
Organizing Committee, considering that the purpose of the
Northeast Asia Economic Conference has shifted from
mutual understanding towards cooperation to actual
cooperation. With expectation that the Organizing
Committee will play a role like PECC, he expressed his
intention to support the activities of the Organizing
Committee, in cooperation with the Northeast Asia
Economic Forum and other organizations. Regarding
development finance in Northeast Asia, he understands
that discussions should be accelerated and related people
in each country should approach their central governments
to promote inter-governmental discussion in the future.

At the discussion among the panelists, an opinion
arose that the roles of local governments are highly
significant. There was a question from the audience about
the possibility of a customs union between Japan, the
PRC, the ROK and Russia. The moderator, Mr. Hoshino,
pointed out that multilateral cooperation in Northeast Asia
should be promoted in both economic and security fields
simultaneously. This is a suggestion made in the light of
the fact that* nation” tends to be given priority in policy
making in each country of the region.
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In the session as a whole, panelists shared a common
view that, in order to pursue multilateral cooperation
successfully, it is necessary to share knowledge and amass
and utilize resources through cooperation, not simply
individual efforts. Although expressions differed, it
seemed also to be a common approach to be followed that
we should start with what we can do, with higher goals in
mind for realization later.

Regarding development finance, in order to promote
economic cooperation in Northeast Asia, a region that
requires infrastructural improvement, it was reconfirmed
that this is a crucial factor and countries in the region must
work together on this issue.

Some participants might have an impression that the
discussion was merely for discussion itself, because
discussion about direction and concepts were the main
points in this session. The moderator, Mr. Hoshino,
exquisitely pointed out that think-tanks have a tendency to
be elated with their own discussion itself, and think that
they are suggesting something new. However, this has no
meaning. We must be deeply impressed with this opinion
and should take a forward step into the future by
thoroughly examining the discussion.

(Hirofumi Arai, Researcher, Research Division, ERINA)
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Summary of the Concluding Session

In the Concluding Session, problems and possible
solutions to them which arose in discussions during the
two-day conference, in relation to the main themes, were
discussed. The main focus of discussion was what
individual countries and the region as a whole should do
and are required to do to accelerate the development of
Northeast Asia. Since each country’s interests in
Northeast Asia have been historically intricate, there exists
a fundamental understanding that countries in this region
will progress by complementing and cooperating with
each other.

In terms of the present tendencies towards the
enhancement of economic and political exchange in
Northeast Asia, some factors hampering these tendencies
were stressed. Gov. Victor Ishaev of Khabarovsk
Territory pointed out the problems of Northeast Asia;
there is a lack of free competition and economic efficiency
in the business field, administrative control is too strong,
and legal support and mutual cooperation has not yet been
fully established. Mr. Chung Tae-Seung of the Federation
of Korean Industries argued that the current condition of
the DPRK is thé¢ discontinuous point”, not only in the
field of transportation, but also in trade and investment in
the Northeast Asian Economic Subregion. From his
business experience dealing with the DPRK, he concluded
that it is important to give people in the DPRK the
understanding of “ free economy”.

In order to overcome the difficulties mentioned and
develop Northeast Asia, each panelist suggested issues
relevant to each individual country. Mr. Lu Kejian,
Minister of the Chinese Embassy in Japan, emphasized the
importance of economic cooperation in Northeast Asia.
He suggested the reform of infrastructure from physical
and institutional aspects and the improvement of the
investment environment, with political cooperation and
stronger relationships among the countries of the region,
in order to develop the multilateral project known as the
Tumen River Area Development Programme. It is
obvious that China, with its notable growth in economic
power, intends to participate deeply in the development
not only of this multilateral project, but also of Northeast
Asia and the Asia-Pacific region as a whole. In terms of
Russia, Mr. Shigeo Natsui of the Russian Division of the
Ministry of Foreign Affairs of Japan, noted the role of
Russia in the development of Northeast Asia. He stated
that Russia has begun to place emphasis on the Asia-
Pacific region, and considering its potential ability, its
future contribution to the development of Northeast Asia
could be large. Russia is required to abandon its past
mindset of depending on outside assistance, and develop
the Russian Far East to return its benefits to Northeast
Asia. For the purpose of bringing business success to
Russia, it is crucial for the country to improve its
investment environment in cooperation with central and
local governments. Mr. Guudain Tumurchuluun of the
Ministry of Foreign Affairs in Mongolia, proposed the
development of natural resources in Mongolia as a
multilateral cooperative project for Northeast Asia. In
Mongolia, the investigation and development of oil

resources has progressed with the cooperation of foreign
companies. If domestic oil production goes into operation
and can be exported, Mongolia can break free from its
dependence on Russian imports and can acquire foreign
currencies. In addition, in terms of economic advantage, a
project for transporting natural gas from Siberia to China
and Japan via Mongolia was suggested. If the Northeast
Asian countries positively invest in the development of
resources and transportation infrastructure in these energy
projects, it will help not only to develop energy resources
in Mongolia, but also to secure a stable energy supply for
Northeast Asia as a whole. The development of natural
resources in Mongolia will attract attention from the
viewpoint of enhancing multilateral cooperation and
energy security in Northeast Asia.

Furthermore, Prof. Shunichi Hiraki of Niigata
University’s Faculty of Economics commented on the
development finance necessary for the promotion of
multilateral projects. General opinion regarding
development finance in Northeast Asia is split at present
over whether to make use of existing development banks
or to establish a new development bank. Considering past
examples of local development banks, Prof. Hiraki
insisted on using existing development banks, because
many newly established development banks have failed
due to difficulties of finance and human resources. His
argument was based on his actual financial experience in
the World Bank, and is helpful for the approach to
development finance to be adopted, which must be further
studied.

In addition, in line with the recent trends in the world
economy, suggestions were made for measures to align
the region with globalization, as well as the establishment
of a cooperative system for IT in Northeast Asia. There
have been various developments in the Asia-Pacific region
including Northeast Asia, such as China’s affiliation to the
WTO, as well as in relation to the FTA (Free Trade
Agreement) and ASEAN+3”. A fair and free business
environment is required in this current movement to do
successful business. Mr. Yoshinobu Nisaka of the
Ministry of Economy, Trade and Industry, stated, on the
one hand, that the role of the government and public
sector is to improve the business environment. On the
other hand, firms are required to pull themselves up by
their own bootstraps in order to gain business
opportunities in the improved environment which operates
by the rules. Also, a number of panelists pointed out the
importance of IT, and that cooperation in the field of IT
creates new economic cooperation. China in particular
has great potential to be a huge market for the information
and telecommunication industry, as its economy develops.
To make cooperation in the field of IT a leading facet of
economic development, it is necessary to establish a
system that makes it possible to exchange and transfer
human resources in the field of IT among countries where
IT has developed; Japan, China and the ROK.
Consequently, the key to the development of Northeast
Asia is the promotion of the liberalization of human
resources and commodities, and structural reform both in
individual countries and between countries.



There were also suggestions about which direction
the Economic Conference should take in the future.
Unfortunately, no one from the DPRK participated as a
panelist at the conference this year. It is a consensus view
that it is necessary to have participants from both the ROK
and the DPRK present at the Economic Conference in
order to have substantial and constructive discussions.
Other requests were made; to enhance the efficacy of
international conferences in Northeast Asia, which are
held sporadically, by consolidating overlapping
conferences; call on NGO’s (which are prime partners in
the current international relationship) to take part in the
conference; and establish a committee and a session to
discuss about IT, etc. The Northeast Asia Economic
Conference Organizing Committee, which was established
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in January last year, had its third meeting this year, where
various problems and policy suggestions were made and
fed-back to the Economic Conference. Also, Governor
Ishaev’s suggestion to hold the next meeting of the
Organizing Committee in Khabarovsk in Russia was
important in helping us to recognize that the problems of
Northeast Asia are problems common to all the countries
in this region.

Finally, the Resolution of the Economic Conference
was adopted, and each country in Northeast Asia
reconfirmed the necessity to redouble their exertions and
cooperate all the more to solve the problems discussed at
the conference in relation to the development of the
region.

(Shoei Sato, Researcher, Research Division, ERINA)
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The Resolution of
the Northeast Asia Economic Conference 2001 in Niigata
9t February 2001
Niigata, Japan

The Northeast Asia Economic Conference 2001 in
Niigata was held on the 8™ and 9™ of February 2001,
based on the experiences accumulated over 10 years of
discussions focused on cooperation and exchanges in
Northeast Asia at the previous conferences.

At this year’s conference,

- a keynote address by Mr. Hisashi Owada titled

* Multilateral Cooperation in Northeast Asia in the
21st Century,”

- a special address by Mr. Victor I. Ishaev titled

“ Emerging Northeast Asia: Progress and Problems of
the 1990’s,”

were delivered, and then discussions were conducted at
the following sessions:

-“ Transportation Network in Northeast Asia: Towards
Dissolution of its Discontinuous Points,”

- “ Promotion of the Environmental Industry in
Northeast Asia: Towards Integration between
Economic Growth and Climate Change Mitigation,”

-“ The Promotion of Trade and the Reduction of
Investment Risks in a Period of Transition for
Northeast Asia” and

- * Existing Frameworks for Multilateral Cooperation
in Northeast Asia and Prospects for a Network”.
Throughout the conference, the recommendations listed in
the attached are presented.

PARTICIPANTS, including a wide range of
representatives from both the public and private sectors,
and central and local governments, as well as practitioners
and academics;

BELIEVE that the advent of the new millennium will
open up new horizons for the Northeast Asia Economic
Subregion,

RECOGNIZE that the constructive opinion
exchanges and proposals at the conference contained
many points that should be reflected in their own practical
activities in the future,

ACKNOWLEDGE again the importance of
enhancing both independent efforts and mutual
cooperation for the development of the subregion,

ARE DETERMINED to undertake efforts for their
realization, and

CALL for further understanding and cooperation to
concerned parties in various sectors and at various levels.

Major Recommendations
Presented at the Northeast Asia Economic Conference
2001 in Niigata
the Northeast Asia Economic Conference Organizing Committee
9 February 2001

1. For the purposes of maintaining the stability of the
Northeast Asia region in the 21st Century, the countries
concerned are required to make efforts towards the
establishment of a cooperative structure with a wide
viewpoint, beyond the pursuit of their own narrow
interests.

2. Large-scale energy resource development projects in
Siberia and the Russian Far East and transportation and
communications infrastructure development projects in
Northeast Asia should be bases for the establishment of
cooperative relations.

3. The Transportation Subcommittee of the Northeast Asia
Economic Conference Organizing Committee is to
continue to collect, study and analyze information
regarding the improvement of the Northeast Asia
transportation corridors.

4. Members of the Transportation Subcommittee, in
cooperation with other specialists, should form a
commorf Northeast Asia Transportation Corridor

Vision” and suggest concrete projects for the realization
of this vision.

5. Information on new or expanding transportation routes
in Northeast Asia should be disseminated through
various media channels to attract users.

6. Promoting environmental industries in Northeast Asia
requires the establishment of a platform for an
environmental industry and technology database and a
zero-emission center.

7.We must take action to raise environmental eco-
consciousness through broader cooperation in the
establishment of a comprehensive network.

8. Studying the experiences of the China-Japan Investment
Promotion Committee and the Japan-China Investment
Promotion Organization, organizations dealing with
troubles that foreign enterprises face should be
established in both the investing and recipient countries.
The central and local governments concerned should
actively make efforts to resolve the troubles.
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9. Because IT is the core feature of current advanced
technology, this sector must be assigned the highest
priority if we are to strengthen regional economic
cooperation, and one essential step may be
establishment of a subcommittee to study the concrete
actions deemed necessary for IT advancement.

10.Discussions about development finance schemes for
infrastructural development, including the
establishment of the proposed Northeast Asian
Development Bank and the strengthening of the Asian
Development Bank, should be accelerated.

11. Cooperation among existing multilateral frameworks
should be promoted, following examples such as the
10th Northeast Asia Economic Forum, to be organized
in cooperation with the People’s Government of Jilin
Province and the UNDP Tumen Secretariat in
Changchun in April 2001, and in cooperation with the
Institute of the North in Anchorage in September 2001.

12. Relations with both APEC and PECC should be
strengthened, taking advantage of APEC’s concepts of
open regionalism to prevent East Asia from turning
into an inward-looking bloc.
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Summary of the Third Plenary Meeting of
The Northeast Asia Economic Conference Organizing Committee

On February 7%, 2001, the day before the Northeast
Asia Economic Conference 2001 in Niigata, the Plenary
Meeting of the Northeast Asia Economic Conference
Organizing Committee was held. The Organizing
Committee was established on January 25™, 2000, to make
the Northeast Asia Economic Conference (which has been
held for about the past 10 years) more productive. The
Committee consists of members from central and/or local
governments of the PRC, Japan, Mongolia and Russia,
think tanks, business associations and also three
international organizations. Its role includes setting the
discussion themes, conducting research and study related
to subjects in the Economic Conference, and follow-up
work which aims at the realization of the recommendations
from the Economic Conference.

This was the Third Plenary Meeting, following the
inaugural meeting held in January 2000, followed by the
Second Plenary Meeting in June 2000. All 18 members,
including proxies, attended this meeting. The main
subjects were as follows:

- Activity Plan for the year 2001

- Basic Policy of the Northeast Asia Economic
Conference 2002 in Niigata

- The draft of the Resolution of the Northeast Asia
Economic Conference 2001 in Niigata

It has been decided as the activity plan for the year
2001 that the Organizing Committee will not only prepare
for the Economic Conference 2002, but will also continue
research and study through the Transportation
Subcommittee, which has already begun operating.

Furthermore, members will cooperate positively with each
other in activities geared to pursuing the development of
the Northeast Asia Economic Subregion. In the
foreseeable future, mutual participation in international
conferences is envisaged. From this point of view, the
following conferences have been introduced:

- The Tumen River Area Development Programme
Consultative Commission Meeting / UNDP (April 4th
and 5% in Hong Kong)

- The Tenth Northeast Asia Economic Forum - Asian
part (from April 27% to 29" in Changchun)

- The Japan-China Business Cooperation Meeting 2001
in Jilin (from May 17% and 18™ in Changchun)

- APEC Study Center Consortium Conference (from
May 17% to 19t in Tianjin)

- International Workshop on Networking and Capacity
Building for Social Development in Northeast Asia
(June 4" to 7 in Harbin)

- The Tenth Northeast Asia Economic Forum — North
American part (from September 24" to 26%™ in
Anchorage)

Information regarding other activities will be distributed
along the way, such as the Secretariat receiving
information at any time from each member, and sharing
this information.

The Northeast Asia Economic Conference 2002 will
be held in January or February 2002 in Niigata. The
Organizing Committee will examine new themes for the
Economic Conference, in addition to the themes we have
discussed, which included Transportation, Environment,
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and Trade and Investment. Suggestions were made by
members, which highlighted the importance of
cooperation in the field of IT, the international power
supply grid and oil and gas pipelines. In addition to that,
wide-ranging themes, such as social development issues
and the development finance issue, which was dealt with
at the special session in the last Economic Conference,
would be possible candidates. The related members and
the Secretariat are expected to engage in research and
study on the themes of the next Economic Conference.

To add themes from members’ suggestions will be a
turning point for the substance of the Economic
Conference, which has thus far been run only from the
viewpoint of the organizers in Niigata. Actually, the
Organizing Committee has been expected to take such a
role. However, to be realistic, it will be difficult to realize
all the suggestions, considering the limiting conditions,
including the extensive prior preparations, allocation of
time and places at the conference and the budget. It will
be better to start with themes, which are considered
comparatively easy to prepare through consultations
among members. The themes will be expanded as the
conference proceeds.

Regarding the Resolution, please refer to the clause
that was adopted finally at the Economic Conference, after
a discussion at the Organizing Committee.

Besides the above points mentioned, the issue of the
absence of members from the DPRK and the ROK in the
Organizing Committee, was raised. It is obvious that the
committee is incomplete without participants from the two
countries, and more effort is required from the Secretariat.
Fortunately, some members and observers who have
relations with both countries are inclined to approach to

each government. With advice from those concerned
people, we should continue to request their participation in
order to realize it as soon as possible.

Furthermore, a suggestion was raised by Gov.
Hirayama, one of the organizers of the Economic
Conference, that besides holding the Economic
Conference in Niigata, it may be a good idea to hold the
Organizing Committee in different countries in turn. The
proposal was based on his opinion that the Organizing
Committee should be a common property not only for
people in Niigata, but also for concerned people
everywhere, as the place where interested persons deal
with problems to be solved through discussions. After this
suggestion was made, Gov. Ishaev, of Khabarovsk
Territory, responded immediately that he was willing to
host the Organizing Committee.

Positive suggestions from the members helped to
accomplish the meeting’s targets. The reason may be that
each member had become familiarized with the

atmosphere” of the Organizing Committee, since this was
the Third Plenary Meeting. However, at the same time,
members have expectations for the Economic Conference
and the Organizing Committee. Since one year has passed
since founding the Organizing Committee, outside parties
will expect it to bear fruit. The Transportation Subcommittee
has taken one step in that direction, but it is necessary for the
Organizing Committee to take the same forward step. The
first anniversary of the Organizing Committee has just
passed. It has just marked a step forward towards
independence, having support from its surroundings.

(Hirofumi Arai, Researcher, Research Division, ERINA)
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