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Program

» Opening Remarks
HIRAYAMA, Ikuo Governor of Niigata Prefecture
HASEGAWA, Yoshiaki  Mayor, City of Niigata
YONEKAWA, Yoshinobu Program Coordinator, Department of Economic and Social Affairs, United Nations

KAKEI, Takao Deputy Director-General, Hokuriku Regional Development Bureau, Ministry of Land,
Infrastructure and Transport

NISHIOKA, Tatsushi Deputy Director of the Domestic Public Relations Division, Press and Public Relations
Department, Ministry of Foreign Affairs

TSUGAMI, Toshiya Director, Northeast Division, Ministry of Economy, Trade and Industry

« Keynote Address. Toward New Growth in the Northeast Asian Economy - Focusing on Russo-Japanese
Economic Relations -
TAKAGAKI, Tasuku Chairman, Japan Association for Trade with Russia and Central-Eastern Europe
Senior Advisor, the Bank of Tokyo-Mitsubishi, Ltd. (Japan)
» Special Address: Cooperation in Northeast Asiaand China'sentry intothe WTO
LONG, Yongtu Vice Minister and Chief Representative for Trade Negotiations, Ministry of Foreign Trade and
Economic Cooperation (PRC)
e Trade & Investment Panel: A BusinessModel for Northeast Asiain thelT Age

Moderator
MASUDA, Yuji Director, Institute for Northeast Asia Research University of ShimaneA @(Japan)
Panelists
DUAN, Y ongji President, Beijing Centergate Technologies (Holding) Co., Ltd.
Chairman, Stone Group Corporation (PRC)
EBINA, Yasuhiko Professor, Niigata University of Management (Japan)
NAKATSUJI, Yuiji Representative Chief Director, Niigata JI T Enterprise Cooperative Society (Japan)
OKAMOTO, Kaji Managing Director of the President's Office, Iris Ohyama Inc. (Japan)
CHANG, Byeong-Whan  Associate Professor, Okayama College (ROK)
LOPOTA, Vitaly, A. Director, Central R&D Institute of Robotics and Technical Cybernetics, State Scientific Center
of Russia (RF)

« Development Finance Panel: Northeast Asian Development Finance Provision Schemes and Japanese
Cooperation Therein

Moderator

SHIOYA, Takafusa President, National Ingtitute for Research Advancement (Japan)

Panelists

HIRAKI, Shunichi Professor, Faculty of Economics, Niigata University (Japan)

KOBAY ASHI, Kazuo Deputy Director, Development Ingtitutions Division, International Bureau, Ministry of Finance
(Japan)

BABSON, Bradley Senior Advisor to World Bank on DPRK
UNDP Consultant on Northeast Asia Economic Cooperation

CHO, Lee-Jay Chairman of Northeast Asia Economic Forum

Senior Advisor of East-West Center
Environment Panel: The Environment Industry in Northeast Asia, Undertaking Environmental
Conservation and Recycling via Private Activities

Moder ator

MORITA, Tsuneyuki Director, Social & Environment Systems Division, National Institute for Environmental Studies
(Japan)

Panelists

XU, Benliang Vice General Engineer, Shenyang Research Institute of Environmental Science (PRC)

AIZAWA, Ichiro Manager of Production and Technology, Environmental Engineering Division, Ishizaki
Industries Co., Ltd. (Japan)

QU, Xiaoguang Chief Researcher, Beijing Office of New Energy and Technology Development Organization
(Japan)

TSUKUSHI, Mizue President & CEO, the Good Bankers Co., Ltd. (Japan)

TUNGALAG, Regzen Executive Director, Law College"Suld" (Mongolia)

KIM, Jeong-In Professor, Chung-Ang University (ROK)

ATANOV, Nikolay I. Minister of Economic and Externa Relations, Republic of Buryatia (RF)

Reports by

BATJARGAL, Zamba Ambassador Extraordinary and Plenipotentiary of Mongoliato Japan
ENKHBAYAR, Shagdar  Visiting Researcher, Economic Research Institute for Northeast Asia
Meeting of Transportation Experts and Transportation Subcommittee M eeting: Towards the Realization of
the Northeast Asian Transportation Corridor Concept (Vision)
Moderator
KAYAHARA, Hideo Director General, the Japan Port and Harbor Association
Counselor, Economic Research Institute for Northeast Asia

737



Reports by
FUJTA, Yasuo

JIBIKI, Takanori
NARUSE, Susumu

SCHWETZ, Otto
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Senior Economist and Director, Development Policy Research Division, Research Institute for
Development and Finance, Japan Bank for International Cooperation (Japan)

Managing Director, Social Development Study Department, Japan International Cooperation
Agency (Japan)

Director, International Affairs Office, Construction Division, Ports and Harbors Bureau,
Ministry of Land, Infrastructure and Transport (Japan)

General Director, Transport Infrastructure Needs Assessment (TINA) Vienna

Counselor, the Senate of the City of Vienna

Energy Seminar: Energy Cooperation in Northeast Asia; The Role of Natural Gas

ABE, Susumu

Advisor, Toshiba Corporation
Director, Asian Pipeline Research Society of Japan (Japan)

Trade & Investment Seminar: The Northeast Asian Trade & Investment Environment 2001-2002

Lecturer
YOSHIDA, Susumu
Reports by

DONG, Zuomin
FUJINO, Fumiaki

HASEGAWA, Kingo
NACHIN, Dashnyam

MAKAROV, Evgeny N.

Director General, Economic Research Institute for Northeast Asia

Mayor of Suifenhe, Heilongjiang Province (PRC)

Advisor, Itochu Corporation

General Manager, Institute of China Studies, Itochu Corporation (Japan)

Business Advisor, Sakai Port Trade Promotion Association (Japan)

Visiting Researcher, Economic Research Institute for Northeast Asia

Head of APEC Division, Bureau of Asia Pacific Regiona Issues, Ministry of Foreign Affairs
Russia's Senior Official for APEC (RF)

Related Event: Meeting of Regional Cooperation Experts

Moderator

TAGA, Hidetoshi
Reports by

BU, Ping
YOSHIDA, Hitoshi
Pandlists

QU, Wei
NISHINO, Y asuko

TSUCHIYA, Yoshiharu
USAMI, Satoshi

Professor, School of Social Science, Waseda University (Japan)

Vice President, Heilongjiang Provincial Academy of Social Sciences (PRC)
Visiting Researcher, Economic Research Institute for Northeast Asia

President, Heilongjiang Provincial Academy of Social Sciences (PRC)

Deputy Director, Domestic Partnership Promotion Division, Domestic Partnership and Training
Department, Japan International Cooperation Agency (Japan)

Director, International Affairs Division, Niigata Prefectural Government (Japan)

Chinaand Mongolia Division, Ministry of Foreign Affairs (Japan)

YONEKAWA, Y oshinobu Program Coordinator, Department of Economic and Social Affairs, United Nations
Related Event: Northeastern China Foodstuff Seminar and 2nd Northeastern China Foodstuffs Exhibition

and Business Talks
Lecturers
KANG, Hanging

JA, Hongbo
ZHU, Zhansheng

Case Sudy
MIYAZAKI, Tatsuaki
Concluding Session
Moderator
KANAMORI, Hisao
Reports by
MASUDA, Y uji
SHIOYA, Takafusa
MORITA, Tsuneyuki
KAYAHARA, Hideo
YQOSHIDA, Hitoshi
Panelists

SHI, Min

BATBOLD, Sukhbataar
CHUNG, Sang-Ki
ISHAEV, Victor I.

HIRAYAMA, Ikuo

Deputy Director General, Department of Foreign Trade and Economic Cooperation of
Heilongjang Province (PRC)

Deputy Director General, Foreign Trade and Economic Cooperation Bureau of Jilin Province
(PRC)

Deputy Director General, Foreign Trade and Economic Cooperation Bureau of Liaoning
Province (PRC)

Managing Director, Okushinano Project Enterprise Association (Japan)

Chairman of the Board of Trustees, Economic Research Institute for Northeast Asia

Moderator of Trade and Investment Panel

Moderator of Development Finance Panel

Moderator of Environment Panel

Moderator of Meeting of Transportation Experts
Reporter of Meeting of Regional Cooperation Experts

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

Vice-Minister, Ministry of Foreign Affairs (Mongolia)

Minister-Counsellor, Korean Embassy in Japan (ROK)

Chairman, Inter-Regional Association of Economic Coordination "Far East and Zabaikalie"
Governor of Khabarovsk Territory (RF)

Governor of Niigata Prefecture (Japan)
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Opening Remark

g

e 2

a:

It is my pleasure to greet al of you on behalf of my
colleagues at the United Nations Headquarters at the outset
of the Northeast Asia Economic Conference in Niigata
2002.

Ladies and Gentlemen, it is our honor to have been co-
sponsoring this annual economic conference since 1996,
already 6 years ago. During this 6-year period, we have
been holding deliberations on a wide range of important
issues for economic and social development in the
Northeast Asian region which is strategically very
important for the future of the whole Asian region and the
entire world. Transportation, environment, energy,
infrastructure, tax and other legal and administrative issues,
investment, and many other subjects have been placed on
our discussion table, and many policy recommendations
have been produced through the conference activities.

We are pleaded to recognize that the conference itself
has been constantly changing and evolving through the
thorough preparation by the organizers, intensive
discussions by the participants, and vigorous and persistent
follow-up activities by all concerned organizations. Among

YONEKAWA, Yoshinobu
Program Coordinator,
Department of Economic
and Social Affairs,
United Nations

ERINA REPORT Vol. 45

gboobooooboooboobooooooboDbo
ooooooooooooocooooOobocoooooo
gboboooboooboooobobooobooboooo
ooooooooocoooooooon

gboooobobooboobooobooooobooobooono
ooooooooooooooOoooooocoOooooo
gbobooboobooboooobooboobooobooono
gbooobooobooboboooobooboboobooboDo
ooooooooooooooooooobocoOooooo
gboooboooboobobooooboobooboobooboobooono
ooooooooooooooOooooOooOobocoOooooo
gboooboooboooobooboooog

ooboooooooooOoooooooobocoooooo
gbobooboobooboooobooboobooooono
ooooooooooooooOoooooocoOooooon
ooooooooooooooooooobocoOooooo
gbooobooobooboboooobooboobooboobonDo
ooooooooooooooOooOoOooOobocOoOooooon
gooooooboooooboooon

oooooboooooooooooooboboooooo
gbobooboobooboooobooboboobooooono
oooooo

such evolution, first, the discussion topics of each major
issue of the conference have moved from those of rather
general nature to very specific ones to obtain concrete and
tangible results. Second, the Conference Organizing
Committee was established to set up the conference
framework and themes of discussions. Third, the
Transportation Subcommittee was created, and it has been
producing a concrete vision on the Northeast Asian
Transportation Corridor. Fourth, the discussion topics have
been expanding, and the conference has been addressing
new issues as well. This year, for example, the conference
will shed light on "development finance, " which is
presently a hot issue at the United Nations General
Assembly. In addition, "social issues' will be specifically
discussed this afternoon at the Meeting of Regional
Cooperation Experts. Fifth, the conference secretariat has
been enhancing its initiatives to provide technica input to
the conference.

We welcome all of these changes. It is because the
conference apparently needs such evolution to better
respond to increasing demand for a realistic vision, as well
as well planned strategies for economic and social
advancement of the life of people living in the region.

We would like to reiterate our appreciation to the
Honourables Governor Hirayama, Mayor Hasegawa, and
Mr. Kanamori, and other organizers of the conference, for
their continued commitment to the conference. We also
commend the effective support that the Government of
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Japan has been extending to the conference.

The Department of Economic and Social Affairsis an
integral part of the Secretariat of the United Nations
Headquarters in New York. The Department carries three
functions. The first one is to substantively support inter-
governmental bodies of the United Nations. Second, we
undertake social and economic research and publish
research results. Third, we formulate and execute
programes and projects for technical cooperation for
development in developing countries. In this field of
technical cooperation for development, we have been
recently holding training workshops in Northeast Asia for
socia and economic development over recent years. These
workshops were organized in collaboration with central and
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local government agencies and NGOs in such countries as
China, the Republic of Korea and Russia. We will soon
hold another one in Beijing, China, in March this year
where we will have the participation of officials and
experts from China, the DPRK, Mongolia, the ROK and
Russia

Continuation is the power. We hope that all people
gathered here will enjoy productive discussions for tangible
results. We trust that the Northeast Asia Economic
Conference in Niigata will keep its evolution to meet the
emerging needs for social and economic advancement of
the countries in the region. On our part, we will continue
our substantive support for this important initiative.
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Keynote Address

Towards New Growth in the Northeast Asian Economy

~ Focusing on Russo-Japanese Economic Relations ~

TAKAGAKI, Tasuku
Chairman, Japan Association for Trade with Russia and Central-Eastern Europe
Senior Advisor, the Bank of Tokyo-Mitsubishi Ltd.

For many years, | was involved in the management of
a private commercial bank, focusing mainly on
international financial affairs, and have had a variety of
dealings with people from the countries of Northeast Asia,
including Russia. | have served as Chairman of the Japan
Association for Trade with Russia and Central-Eastern
Europe (hereafter referred to as ROTOBO) for the last two
years. Today, | will first evaluate the recent state of the
Russian economy, before giving an overview of the
relationship between the Russian economy and neighboring
countries and regions; finally, | would like to make some
observations about the economic relationship between
Japan and Russia. Although my main interest is the
economic development of the entire Northeast Asian
region, today | intend to focus on Russia.

1. The Current State of the Russian Economy

Since 1999, the Russian economy has consistently
been doing well. In August 1998, the economy was stricken
by the rouble crisis and beset by chaos, with economic
growth for that year recorded as -4.9%. However, it made a
remarkable recovery in 1999, when the growth rate
bounced back to 5.5%, and this figure was further
surpassed in 2000, with a growth rate of 8.3%. The main
reasons for this rapid recovery are frequently indicated as
being the expansion of exports due to the sizeable fall in
the value of the rouble, as well as the development of
import substitute industries and the increase in foreign
currency earnings due to the rise in the price of crude oil,
but investment and consumption are also growing. As the
background to this generally excellent economic situation, |
believe that the positive effect had on Russia's economy by
the political stability that has reigned since Putin took
power, not to mention the advance of economic reforms,
have contributed greatly.

With regard to the most recent situation, according to
the economic forecasts issued by the Russian government
at the end of last year, GDP for the whole of 2001 is
estimated to have increased by 5.5% on the previous year,
with mining and manufacturing production rising by 5.2%,
agricultural production by 7% and annualized inflation
falling to 18.6%, a significant improvement on initial
forecasts for the year. The international balance of
payments has also stabilized, with the balance of trade
recording a surplus of $43.6 billion for the period January -
October 2001.

Investment from overseas is also recovering. In terms
of foreign investment in Russia for 2000 by country, the
USA was top, while Germany stood in third place, with the

surprising entry of Cyprus in second position. The increase
in investment from Cyprus indicates that some capital that
had fled Russia has now started to flow back to its
homeland, and we can offer this as evidence that the
confidence of Russian investors in the economy of their
native country has begun to grow.

Foreign currency reserves grew from $24.2 billion in
early 2000 to $34 hillion at the end of September 2001, and
one of the conditions that will make possible the repayment
of foreign debt without further new borrowing has been put
in place.

With regard to forecasts for the future, the Russian
government foresees this substantial growth being
sustained in 2002 as well, with GDP forecast to rise by
4.3% and inflation set to fall to 12%. In the budget for
2001, the price of crude oil was estimated as $21 per barrel,
so it is still necessary to follow-up future trends in the price
of crude ail.

There was the so-called '2003 Economic Crisis
Theory', which stated that, as repayments of Russia's
foreign debt are set to reach a peak of $19 billion in 2003,
in contrast to $14 billion in 2000, coinciding with
production facilities and infrastructure becoming decrepit
and unable to be used, the Russian economy will face a
state of crisis during this period, but | believe that, given
the current situation, this eventuality is unlikely.

2. Russia's External Economic Relations After the
Demise of the Soviet Union

I would now like to look at changes in Russia's
external economic relations in the period since 1992, when
the Soviet Union collapsed.

According to Russian statistics, the total value of
Russia's trade in 1992 was $74.9 hillion, but in 2000, this
had actually increased by more than 80%, to $136.6 billion.
I would now like to look at the situation in each region.
Trade with Europe

Firstly, with regard to Russia's relationship with
Europe, the value of its trade with the whole of Europe was
$50.9 hillion in 1992, but this had risen by 44% to $73.5
billion by 2000.

Trade with Germany

Of all the countries of Europe, Germany has the
highest volume of trade with Russia, worth $13.1 billion in
2000, afigure that equates to four times the volume of trade
between Russia and Japan. Exports from Russia to
Germany were worth $9.2 billion, while imports were
worth $3.9 hillion.

The supply of crude oil and natural gas transported




from Russia to Germany via a pipeline is stable, so
Germany relies on Russia for about half of its natural gas.
This is a mgjor factor underpinning trade between the two
countries. For Germany's business community, the Russian
market is an historically and geographically close,
attractive entity, and German companies desire to enter the
Russian market is amost insatiable. Last June in Moscow, |
met with the Finnish chairman of the Moscow European
Chamber of Commerce and Industry, which is an
organization of European companies that have expanded
into Russia, boasting a membership of 700 companies,
including small and medium-sized businesses.

Trade with the USA

During the Soviet era, private trade with the USA was
extremely limited. US exports and imports totaled $3.6
billion in 1992, immediately after the demise of the Soviet
Union, afigure that was about the same level as the volume
of trade between Russia and Japan in the same year.
However, despite the subsequent slump in the Russian
economy, both import and export trade with the US
increased year on year, and had doubled by 2000,
accounting for $7.3 hillion. In comparison with this, trade
between Japan and Russia almost completely flattened out
during this period.

For the USA, the end of the Cold War was
accompanied by the emergence of a huge, unexplored
market called Russia. As trade and economic relations
between the USA and Russia were limited during the Cold
War, the USA actively developed business in Russia,
without being bothered about such issues as inherited debt
problems, and has become the largest investor nation in
Russia. Recently, in the aftermath of the September 11th
terrorist attacks on the USA, a close, cooperative
relationship has developed between presidents Putin and
Bush, through anti-terrorism policies; the US government is
exhibiting an active stance on Russia's economic
development and we hear that there are also various active
movements in private US capital.

Thus, economic relationships of Russia with Europe
and the US are developing positively, and are providing
momentum for the economic growth of European Russia,
in particular. However, there is one rather tricky areain the
relationship between Russia and "the West". Thisis related
to moves by the EU (European Union) to expand
eastwards.

The EU began circulating cash in Euros at the
beginning of 2002, further deepening economic integration
within the community, at the same time as it is promoting
an expansion in EU membership to Central and Eastern
European nations and Mediterranean states. There is a
strong possibility that the Czech Republic, Hungary and
Poland will join the EU in 2004, while nations such as
Slovakia, Slovenia, Romania, Bulgaria, Croatia and the
three Baltic states are making definite moves in the
direction of EU participation. How Russia and the Ukraine,
which are fundamentally said to have European nationality,
will deal with such moves by the EU is an extremely
interesting political and economic question for the first half
of the 21st century.

Furthermore, one cannot forget that, while Russia has
European nationality, it is aso an Asian nation, with vast
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territory in Eastern Siberia and the Russian Far East. Based
on this fact, as well as being due to approaches from the
Japanese government, in 1998, Russia joined APEC (Asia
Pacific Economic Cooperation forum). APEC consists of
the 21 countries and economies located east and west of the
Pacific Ocean, including the USA, Canada, Mexico, Peru,
Chile, Japan, China, the ROK, Taiwan, the ASEAN
nations, Australia and New Zealand. In May 2001, a
meeting of the APEC Business Advisory Council (ABAC),
of which | am one of the Japanese members, was held in
Moscow, and a banquet to welcome the participants was
hosted by Igor Ivanov, Minister of Foreign Affairs.
President Putin visited Far Eastern Russia and Siberia in
July 2000 and gave a speech in Blagoveshchensk, the main
point of which emphasized the Asian region.

Trade with Asia

Looking now at Russia's trade and economic relations
with Asia, the volume of trade rose 60% between 1992 and
2000, from $14.2 hillion to $22.8 hillion.

Trade with China

Looking at the region by country, China, with which
Russia shares a long border, is Russia's largest trading
partner in Asia. The volume of trade rose by more than
40% between 1992 and 2000, from $4.4 billion to $6.2
billion.

With regard to the relationship with China, Prime
Minister Zhu Rongji participated in the 6th Sino-Russian
Prime Ministerial Meeting with Russia's Prime Minister
Mikhail Kasyanov in St Petersburg, where they exchanged
opinions on a wide variety of subjects, including politics,
trade, economics, science and technology, and culture, and
concluded seven treaties. These covered such areas as a
sales contract in which China agreed to take delivery of
five Russian Tupolev 204-120 airplanes, and an agreement
on a feasibility study on the joint project to develop the
Sino-Russian crude oil pipeline. Under the latter project, a
2,000 km crude oil pipeline would be build from Siberia to
the Beijing region, with total investment forecast at $1.7
billion. Completion is planned for 2005, after which Russia
would provide 20 million tons of crude oil annually to
Chinaviathe pipeline, rising to 30 million in 2010.

According to World Bank forecasts, the increase in
energy demand in China is expected to equal total
additional demand in OECD countries. Coal accounts for
75% of Chinds primary energy supply, an extremely high
proportion, and if this reliance continues, it is feared that
the problems of atmospheric pollution in Northeast Asia
and global warming will be exacerbated.

Furthermore, more than 90% of Russia's oil and
natural gas reserves are found in Siberia and the Russian
Far East, but hardly any of these resources have been
supplied to the countries of Northeast Asia until now, so we
can say that, over the next 20 years, the Northeast Asian
region has the potential to become an export market for
Russian natural gas on the same scale as Western Europe at
present.

Economic Relations with Mongolia

Cooperation with Mongoliain the fields of energy and
electricity is also progressing. Under one project, electricity
produced at Russia's Bratsk Hydroelectric Power Station
would be distributed to Beijing via Ulaan Baatar, with
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another involving efforts to realize the western distribution
route from the Kovykta (Kovykchinskoe) gas field in
Siberia

Looking at such projects, it can be predicted that
Russias production and export of energy will become the
main pillar of economic interaction in Northeast Asiain the
future.

Trade with the ROK

For along time, the ROK had no diplomatic relations
with the Soviet Union and few economic relations.
Diplomatic relations with the Soviet Union, as it was at the
time, were established during the Perestroika era and trade
began. Trade between Russia and the ROK amounted to $1
billion in 1992, but by 2000, this had risen to $1.3 hillion,
with private investment activities taking place to a certain
extent, focused mainly on the Russian Far East. For
example, the ROK's Hyundai Group is the main investor in
Vladivostok's largest hotel.

Regional Cooperation with East Asia

Before | talk about the relationship between Japan and
Russia, | would just like to take a look at the progress of
cooperative economic relations within the East Asian
region.

Compared with the EU in Europe and NAFTA in the
Americas, regional cooperation in East Asia is lagging
behind, but even so, 20 years ago, moves towards regional
cooperation in Southeast Asia resulted in the formation of
ASEAN. Furthermore, in the last few years, particularly
since the 1997 Asian currency crisis, moves towards
regional cooperation in the form of '"ASEAN plus 3' - the
ASEAN nations plus Japan, China and the ROK - have
been impressive. This indicates that the regional economic
cooperation system in "Southeast Asia" that existed
hitherto, isin the process of expanding to create a system of
regional cooperation for the whole of East Asia.

For example, in May 2000, at the 'ASEAN plus 3'
meeting that took place in Chiang Mai, Thailand, an
agreement was concluded regarding regional financial
cooperation that provides against future financial crises -
the so-called 'Chiang Mai Initiative'. Moreover, in
November 2000, the 'ASEAN plus 3' leaders summit took
place in Singapore, where an agreement was concluded
with regard to carrying out research into the conclusion of
an East Asian free trade agreement; in addition, both China
and Japan initiated moves to conclude free trade
agreements with ASEAN, and it has just been reported in
the newspapers that one of the main topics during Prime
Minister Koizumi's round of visits to ASEAN nations right
at the beginning of 2002 was the conclusion of a free trade
agreement between Japan and ASEAN. Recent free trade
agreements cover not only trade but also an extensive range
of other areas, including investment, technological
cooperation, the nurturing of human resources and the
protection of intellectual property rights, and it is becoming
the case that, such is their content, they could be called
comprehensive economic partnerships, as expressed by
Prime Minister Koizumi in his speech in Singapore on
January 14th. Moreover, there has been recent talk that
Australiaand New Zealand may also eventually join.

Now | would like to focus on Northeast Asia, where
all three of the "plus 3" nations are located. In general, the

region encompassing the Russian Far East, Democratic
People's Republic of Korea (DPRK) and Mongolia, in
addition to Japan, China and the ROK, is called Northeast
Asia. In this region there are differing political, social and
economic systems, as well as different stages of economic
development, and resources, money, technology and
workforce are unevenly distributed.

For along time, it has been recognized that, in order to
rectify differences in economic might and the uneven
distribution of resources, and to promote the economic
development of the Northeast Asian region as a whole, the
establishment of a multilateral cooperation system in this
region is necessary, and there have been several moves
towards this to date among related countries. For example,
there is the economic development project for the Tumen
River area, where the borders of China, Russia and the
DPRK meset.

Moreover, there is a project aimed at modernizing the
DPRK's railways, and through this, to connect the Trans-
Siberian Railway with the ROK's railways. It is thought
that the visit to Russia by Kim Jong-Il in the summer of
2001 and his summit with the Russian president were
aimed at obtaining political and economic support from
Russia, and | believe that talks between the DPRK and
China are ongoing. However, unfortunate though it may be,
| believe that there can be no fruitful developments in
regional cooperation that include the country unless the
DPRK changesiits current policy of remaining closed to the
outside world.

Nevertheless, | do believe that it is necessary for the
Northeast Asian region, in particular the Russian Far East
and Northeastern China, to think about how it can catch up
with the dynamic activity of the whole of the Asia-Pacific
region.

3. Economic Relations Between Russia and Japan

I would now like to continue my speech by narrowing
the focus of my previous discussion of Russia's domestic
economy and external economic relations, to concentrate
on economic relations between Japan and Russia. The first
point that | would like to make is that, in recent years, trade
between Japan and Russia has been flagging. More
specifically, although total imports and exports between the
two countries increased from $3.2 billion in 1992 to $3.9
billion in 1995, the figure decreased thereafter, dropping to
$3.3 billion in 2000. In particular, the stagnation in Japan's
exports to Russia has continued, plummeting from $1.4
billion in 1992 to $600 million in 2000.

With regard to Japan's investment in Russia, a number
of huge natural resource-related investment projects were
realized with the backing of both governments during the
Soviet era; however, after the collapse of the Soviet Union,
apart from the Sakhalin oil and natural gas project, which
has been a pending issue for 30 years, and which has been
trandlated into reality by means of the participation of US
capital, no significant progress has been seen.

It was against the background of such a situation that
250 businesspeople visited Russia between 30th May and
8th June 2001 in the form of the government-sponsored
economic delegation led by Mr. Imai of the Keidanren.

This visit came about after President Putin visited



Japan in September 2000 and urged Japanese
businesspeople to see the ongoing changes in Russia with
their own eyes; Keidanren, the Japan Chamber of
Commerce and Industry, Keidanren's Japan-Russia
Business Cooperation Committee and ROTOBO formed an
economic mission with the cooperation of the Japanese
government. It was 25 year since a chairman of Keidanren
had led an economic mission to Russia

The mission divided into three groups to enter Russia.

The European Russia Group visited St. Petersburg and
Nizhni Novgorod, the Science and Technology Group
visited Novosibirsk, and the Siberia and Russian Far East
Group visited Yuzhno-Sakhalinsk, Okha, Vladivostok,
Khabarovsk and Irkutsk. After holding consultations with
leading people in each area, as well as conducting visits to
businesses, factories and research institutes, and engaging
in an exchange of opinions with managers, the three groups
met up in Moscow. There they conducted interviews with
the head of the Russian government, members of the
Duma, and representatives from the business world,
including those from foreign businesses that have expanded
into Russia. In addition, Mr. Imai and several |eaders of the
group, met with President Putin at the Kremlin and were
able to exchange frank opinions on matters relating to
expanding trade and investment between Japan and Russia.

Summarizing the impressions of the mission, we can
say the following.

Firstly, as | mentioned at the beginning, the Russian
economy has been running smoothly since 1999, President
Putin's various reforms are in progress, and the mission felt
that thereis political stability.

Secondly, as Russians themselves know best of all,
athough it is said that reforms are progressing, they have
only just reached the halfway mark; there are still many
areas on the microeconomic side where improvements are
necessary, including the abuse of bureaucracy, such as at
customs posts, a lack of transparency in private business
activities, such as corporate governance, and the deficiency
of systems to respond to consumer needs. In other words,
macroeconomic figures and the orientation of policies are
fine, but reforms have still not trickled down to the
microeconomic unit of the business or individual. Even
though the head understands market economy, it has still
not been completely acquired due to digestion problems.

Thirdly, there are regional differences in economic
standards and gaps in the degree to which reforms have
permeated society; on the whole, while "European Russia"
has enjoyed the benefits of the reforms to the greatest
extent, it was thought that Siberia and Far Eastern Russia
are being left behind in Russia's revitalization, as is
becoming evident in the decreases in their population, and
the mission also heard such opinions being expressed by
leaders of regional governments.

Openings for the Development of Economic Relations
Between Russia and Japan

Now, if we consider opportunities for the development
of future economic relations between Japan and Russia, it
seems that there may be the following openings.

Firstly, there is what may be described as the
traditional approach to setting up a huge joint Russian-
Japanese project involving the development and utilization
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of the abundant natural resources that exist in Siberia and
the Russian Far East. Many studies have hitherto taken
place and proposals have been made but, frankly speaking,
apart from the Sakhalin oil and natural gas development
project, it is difficult to identify a viable one. Even if the
other proposals are realized, it will take 10 or 20 years, or
maybe even longer before concrete economic benefits
materialize, so it may be better to avoid for the moment
pinning excessive hopes on major natural resource
development projects as the engine of economic
development between Japan and Russia.

Thisis an important point, so | will speak about it ina
little more detail.

Far Eastern Russia's and Siberia's undeveloped natural
resources are invaluable to Russia, the surrounding
Northeast Asian region and, moreover, to humanity, and it
goes without saying that there is huge interest in how and
when the development of these resources will take place,
and in what cooperation Japan and other countries can offer
in their amicable use. This issue must be tackled seriously
on both a governmental and private basis. However,
naturally there are Russia's strong national interests, the
need for vast amounts of fundraising, the fact that such a
large project automatically entails large risks, that the
development of peripheral transportation, communications
and facilities infrastructure is essential to the realization of
the project, and that trends and timing must be considered
not only the supply side, but also on the demand side, both
within Russia and overseas, therefore, for the moment -
even looking 10 years ahead - we must not get carried away
by the size and grandeur of the projects. Carefully
considering such factors, | do not think that we can hope
that the advance of major projects to develop Siberian
natural resources is fitted to be the main engine of
economic interaction between Russia and Japan for the
immediate future.

There is, however, no conflict between the above and
the fact that the natural resources of Siberia and Far Eastern
Russia, such as mineral resources, timber, marine products,
and tourism resources not to mention oil and natural gas
from Sakhalin, currently account for a considerable part of
economic interaction between Japan and Russia, in
particular Russia's exports to Japan. Moreover, | believe
that, with regard to projects such as the Sakhalin project,
where concrete progress is aready underway and economic
and socia benefit being generated, it is necessary to make
further efforts to identify whether there is anything in the
downriver projects that can be further realized. In addition,
with regard to transactions in other fields, for example,
timber, non-ferrous metals, fisheries and marine products,
efforts should be made by both the Japanese and Russian
sides to explore whether there is scope for expansion,
increases in efficiency, or improvementsin profitability.

Besides transactions related to Siberia and the Russian
Far East's development of natural resources, can we think
on a business level of another opening for economic
interaction between Japanese and Russian business
corporations?

One such opportunity is to respond to demand in
Russia's industrial world for resources to replace obsolete
facilities via the supply of Japanese technology, equipment
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and, in certain cases, investment. This is a problem that
encompasses not only Far East Russia, but also the whole
of the country, encompassing a variety of fields, including
iron and steel, metal processing, machinery, transportation
eguipment, communications, electrical appliances, timber
and food processing, and a diverse range of the scales.
While there are some cases that can be carried out on a
company-to-company basis, there may be some cases that
will require a certain degree of public or financial support.

Furthermore, Russia also has some fields in which
scientific and technological standards are high, such as
space development and armaments-related fields, along
with some areas of IT. In a Japanese newspaper, there was
areport that the Gorbachev Foundation will embark upon a
project to support the acceptance by Russias IT industry of
orders from Japan (Nihon Keizai Shinbun, 5th January).

V.K. Zausaev and S.P. Bystritsky of the Far Eastern
Market Research Institute, affiliated to the Russian
Ministry of the Economy, Development and Trade, have
published an idea to form a technopark organization in the
southern part of Far Eastern Russia, and produce
sufficiently competitive high-tech products, aimed mainly
at the domestic market (Monthly Research Bulletin of the
Japan Association for Trade with Russia and Central-
Eastern Europe, October 2001 edition).

In response to the increase in Russians' standard of
living and the diversification of the consumer market,
Japanese companies may pursue chances to export products
and, in some cases, opportunities for production in Russia;
moreover, the development of a tourism industry, based on
the results of human interaction between local authoritiesin
the Russian Far East and on the Japan Sea coast, which
have already been taking place for many years, is a field
where proper initiatives have not yet been undertaken.
Given such attractions as the appearance of the Primorskiy,
Khabarovsk and Irkutsk areas, which are a mini-Europe
near Japan, as well as the natural beauty epitomized by
Lake Baikal, and interaction with ethnic minorities that
allows Japanese people to gain a sense of their common
roots, if infrastructure such as transport, security and
accommodation was improved a stage or two further, | am
sure that the region's particular strength as a tourism
resource will come to the fore.

As Japan is currently suffering from an economic
downturn, it is occasionally said that Japanese investment
in Russia cannot be expected, but it is clear from the
situation of the last few years regarding Japanese private
investment in China and Central-Eastern European
countries, such as Poland and the Czech Republic, that
what is lacking are domestic investment opportunities in
Japan and, if there are attractive investment opportunitiesin
Russia, there is potential for Japanese investment to take
place.

For a number of years, the Japan Association for
Trade with Russia and Central-Eastern Europe has held
investment seminars in collaboration with eight Central-
Eastern European countries (Poland, Hungary, the Czech
Republic, Romania, Bulgaria, Slovakia, Slovenia and
Croatia), with last year's taking place in Nagoya and the
previous year's in Osaka, in which many Japanese
companies have participated.

At these seminars, the speakers from each country
(especially officials from investment promotion agencies,
etc. who have come to Japan especially for the event)
compete with each other to tell the audience about how
their country is most suitable for Japanese investment. The
conditions that each country emphasizes in unison are:

(2) Political and social stability.

(2) The good roads, efficient communications and
stable energy supply that are necessary conditions
for investment to take place.

(3) Demand for products can be expected in the
country or in the surrounding region, ease of
access to markets, and of course, the government
of the relevant country is enthusiastic with regard
to attracting investment from oversess, etc.

Russiaisin a position to compete with other countries
receiving investment with regard to this matter of
investment environment.

Hitherto, Russia was a rather special country.
However, as far as | understand, the Putin administration is
aiming for Russia to become a country where normal
business transactions take place and investment received,
and it is understood that the necessary legal conditions for
thiswill fall into place over time. Chinajoined the WTO at
the end of 2001. Russia is also making efforts to join the
WTO, taking 2005 or thereabouts as its target year for
realizing this aim. It is necessary for Russia, which has
excelled at being a normal country, to make economic
interaction with the outside world flourish.

In order to develop economic relations between Japan
and Russia, on the one hand it is extremely important to
continue long-term research on large-scale resource
development projects, but on the other, it is also essential to
create a situation in which visible trade and the investment
activities that accompany this, which may be small in scale,
can take place over awide range of areas. | believe that not
only large corporations, but aso small and medium-sized
companies, which are tenaciously developing their
activities in a low-key fashion, can dig out such business
opportunities. For such ordinary economic activities to
flourish between Japan and Russia, | think that it is
necessary for broader interaction of information and people
to take place between Japan and Russia, at the level of
businesses, regional authorities and individuals.

In Hokkaido, there is already a marine product
processing company that has moved its entire factory to
Khabarovsk, and companies successfully exporting various
products, including boxes of tissue paper and small onions
used for seasoning Russian soups; there is also talk of
exporting to the Russian Far East sawmill facilities that a
Japanese company no longer uses. Although each
transaction is small-scale, if such transactions build up,
there would be awider basis for trade.

Over the last few years, ERINA, the organizer of
today's event, has undertaken ROTOBOQ's "Russian
Regiona Economic Improvement Support and Training
Project”, implementing a system under which trainees from
the Russian Far East are invited to come to Niigata
Prefecture, in the main, to undergo hands-on training at
private companies in such fields as processing marine
products, international intermodal transportation,



technology relating to LNG cars, forestry, and wood-
processing.

Furthermore, in parallel with the point-to-point
cooperation with the three provinces of Northeast China
and the Inner Mongolian Autonomous Region, the seven
prefectures of Tohoku Japan, including Niigata, have been
making efforts to strengthen area-to-area cooperative
relationships. Specificaly, regions would like to be able to
provide ODA and engage in concentrated investment in
regions where the conditions for trade and investment have
been put in place, such as the Hunchun export processing
zonein the Yanbian Autonomous Korean Prefecturein Jilin
Province.

With the cooperation of the Ministry of Foreign
Affairs, Japan's Ministry of the Economy, Trade and
Industry began the Russian Far East Micro-Business
Support Project in the summer of 2001, sending business
missions comprising small and medium-sized companies to
the Russian Far East; ROTOBO has been assisting this
movement.

Moreover, ROTOBO has aso launched the Russia
Study Group for Small and Medium-Sized Businesses,
consisting mainly of small and medium-sized businesses
and regional organizations, and is helping to broaden the
horizons of business between Russia and Japan.

I would also like to touch upon the fact that the Putin
administration is emphasizing the nurturing of small and
medium-sized businesses. In December last year, the State
Council approved the "State Policy Concept for Small
Businesses in Russia', which aims to increase the share of
GDP accounted for by small businesses from the present
level of 10% to 30%; at that time, President Putin said,
"Quite simply, the nurturing of small businesses is a major
state project. The greater the increase in the number of
people connected with small businesses, the healthier the
Russian economy will become." At the same time, he stated
that, "Unfortunately, the hopes of all we who want to make
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small businesses the engine of economic reform cannot yet
be realized," giving such reasons as "the complicated tax
system”, "financial problems at the start-up stage”,
"legalized bribery" and "the poorness of the response by the
government institutions in charge”, and remarked that
every government institution has a responsibility at each
level.

Furthermore, the Deputy Prime Minister, Alexei
Kudrin, proposed "lowering the tax burden on small
businesses", "simplifying the tax levying system",
"simplifying product testing" and "relaxing technical
standards" (Japan External Culture Association Newsletter,
20th January 2001). Thus, interest in the problem of small
and medium-sized businessesisincreasing in Russia.

Many acknowledge that Russia has not only copious
resources, but also has an abundance of high-level
technology and highly knowledgeable personnel. In
addition, more than anything else, the geographical
proximity of the Russian Far East and Japan is a major
positive factor.

Thinking along these lines, | believe that there is
tremendous hidden potential for economic relations
between Japan and Russia, particularly Far Eastern Russia,
to develop further in the future. Japanese and Russian
companies should have greater multi-faceted, concrete
interest in each other, and this may become one of the
major pillars of economic development in the Northeast
Asian region. ROTOBO will, if there are specific requests
from member companies, assist further in the activities of
regions and small and medium-sized companies in the
future, in a variety of forms, and through such low-profile
activities, | would like to participate in creating a
framework for the economic development of the whole of
Northeast Asia

[Trandated by ERINA]
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Special Address

Cooperation in Northeast Asia and China's Entry into the WTO

LONG, Yongtu
Vice Minister and Chief Representative for Trade Negotiations
Ministry of Foreign Trade and Economic Cooperation (PRC)

| really do feel an affinity with Niigata. For the last ten
years, | have been involved in work relating to UNDP-led
cooperation in the Tumen River area. In that time, | have
frequently heard the name 'Niigata. At that time, | felt that
Niigata had a big role to play in international economic
cooperation projects. This is my first visit to Niigata, so |
expressed my wish to see the sea to the ERINA
representatives accompanying me. When | went to see the
sea yesterday, the weather was not very good, so | could
not see very far, but in my heart | could see the China,
Russia, the ROK, the DPRK and Mongolia on the
continent. In addition, | developed a deep understanding of
the fact that, due to the geographical conditions of Niigata,
the people of Niigata Prefecture, particularly its politicians,
such as Governor Hirayama, are putting a great deal of
effort into economic cooperation with Northeast Asia.
Making use of this opportunity, | would like to express my
profound respect for Governor Hirayama and the other
Niigata leaders who, for many years, have been supportive
of economic cooperation in Northeast Asia and have
promoted related activities.

Furthermore, as a Chinese citizen, another reason for
feeling a great affinity with Niigatais that it was the home
of former Prime Minister Kakuei Tanaka. Of all Japan's
politicians, Mr. Tanaka is probably the best known among
the Chinese people. This is because thirty years ago, Mr.
Tanaka, along with a number of Chinese politicians, made
a significant breakthrough in relations between the two
countries. This year, the 30th anniversary of the
normalization of diplomatic relations, we deeply
commemorate Mr. Tanaka. The thing that we most admire
him for is the political courage that he displayed. As we
undertake economic cooperation in Northeast Asia today,
we are confronted by many challenges, but if we display
the kind of political courage and spirit of resolved shown
by Mr. Tanaka and the previous generation of Chinese
politicians, with the development of economic cooperation
in Northeast Asia, we can overcome all the difficulties that
we face and raise economic cooperation in Northeast Asia
toanew level.

Today, the globalization of the world economy and
inter-regional economic cooperation are developing
rapidly. The question of how to respond to the globalization
of the economy presents the countries of the world with an
important choice. For China, the globalization of the
economy is the trend of an historic age, a path that cannot
be avoided and a phenomenon in which all countries must
participate. Armed with this knowledge, the Chinese
government stands in a strategic position, and has made an
important decision to participate actively in economic
globalization. Last year, 15 years of effort culminated in
Chinajoining the WTO. Chinas entry into the WTO can be

said to be the preparatory stage for China's active
participation in globalization and inter-regional
cooperation.

In the process of joining the WTO, China had to make
two important preparations, in order to participate actively
in the globalization of the economy.

The first was to consent to obeying the rules that apply
internationally. Furthermore, China had to establish a
socialist market economy system as the basis for the rules.
In order to participate in economic globalization, all
countries and regions should undertake projects under the
same laws and regulatory structures. Among these same
laws and regulatory systems, we can at last safely
undertake effective international economic cooperation.
Thisis the reason why China, in the application process for
joining the WTO and after joining, will obey these
internationally applicable rules. With regard to this aspect,
the Chinese government is carrying out the following
initiatives.

Firstly, it is carrying out a thorough consolidation of
current economic and trade-related laws and regulations on
a large scale, from the central government right down to
local governments. Many outdated economic and trade
laws that did not conform to WTO rules have been
abolished. Moreover, based on the promises made when it
joined the WTO, China has revised many of its economic
and trade laws. In addition to this, in order to participate
actively in activities pertaining to the globalization of the
international economy, it has established new laws. The
most important work to be carried out with regard to
Chinds entry into the WTO was to consolidate and reform
its own laws. It abolished the things that should have been
abolished, revised those things that ought to have been
revised, and established those things that needed to be
established. By such means, China is trying to forge
economic laws that accord with WTO regulations and
internationally applicable rules.

Secondly, we are making valiant efforts to increase the
transparency of our laws. The level of transparency of laws
affects the economic and trade system environment and the
legal environment in that country. When China joined the
WTO, it consented to make public all economic laws it
enforced thereafter, without fail, and it was decided that
laws not made public would not be enforced. By means of
this, China has ensured an end to the past era of non-
transparent laws, forever. Internal laws will never again
exist. Many investors were hindered by and suffered as a
result of these internal laws.

Thirdly, Chinais trying hard to ensure that its
economic and trade policies can be implemented in a
unified fashion throughout the country. This is because
some local governments previously established some



regional laws that did not conform to central government
laws or WTO regulations. Under the current consolidation,
the central government has requested that all local
governments abolish regional laws that do not conform to
central government laws or WTO regulations, and to cease
their enforcement. By means of this decision, the situation
of "even if there is a central policy, there is a regional
countermeasure”, which existed for many years, can be
solved. These non-transparent laws have been a source of
distress and trouble to foreigners.

Fourthly, illuminated by the WTO rules, China is
further consolidating the orderliness of its market. At
present, the country is making efforts to clamp down on
such activities as smuggling and tax evasion, and on the
seepage of fake goods onto the market. It is also doing
away with laws, such as those relating to the protection of
intellectual property, which run contrary to the WTO or
international treaties. In addition, in developing the
investment environment, the government is working to
eliminate non-canonical administrative methods with
regard to foreign-affiliated companies, such as the arbitrary
levying of charges. All these initiatives are designed to
develop a highly-transparent, stable and foreseeable
regulatory system.

The second thing to which China consented when it
joined the WTO, in order to participate in the economic
globalization process, was the gradual liberalization of its
markets, in line with its duties. As you are no doubt aware,
with regard to economic globalization, opening up the
Chinese market is of extreme significance. In one sense,
economic globalization is an adjustment of the industrial
structure on a global scale. This structural adjustment of
industry is not something that can be undertaken by a single
country, and it certainly is not something that can be
tackled by a single province, such as Liaoning or Jilin. Nor
isit within the scope of Niigata Prefecture to tackle. Thisis
industrial restructuring on a global scale.

Along with the increasing development of the
economy, it is also necessary to adjust the industrial
structure. Consequently, as the leaders of national and local
governments from each country participate in economic
globalization, they are confronted by the issue of carrying
out industrial restructuring on a global scale. We need to
consider matters on a global scale. After coming to Japan, a
colleague from the Chinese embassy showed me an article
from the January 6th edition of the Nihon Keizai Shinbun,
written by Governor Hirayama. In this article, he touched
upon the issue of structural adjustments in industry and
indicated his thoughts on investment in China by some
Niigata companies, which have moved their factories to
China and other countries. | believe that thisis the
manifestation of economic globalization in Niigata
Prefecture, in al but name. Furthermore, it is proof that
Niigata's leaders are clearly aware of the worldwide tide of
economic globalization. The globalization of the economy
and the readjustment of the industrial structure on a global
scaleis a path that cannot be avoided. Moreover, politicians
with foresight will confront this kind of economic situation
and give consideration to economic development. | believe
that Governor Hirayama's remark in the newspaper that
"We will take advantage of Niigata's edge in terms of
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human resources, and increase the region's industrial
competitiveness", is the correct response to economic
globalization. All politicians, when confronted by the tide
of history, can only bring about further economic
development and provide practical benefits for the people
of their countries by courageously facing up to these
challenges.

Chinais striving to liberalize its markets. It has carried
out two tasks with regard to this:

One was a significant reduction in import tariffs. It
decided to lower import tariffs from 43% in 1994 to the
present level of 13%, and to reduce average tariffs to 10%
by 2005. Thisis asignificant reduction.

The issue of cars is receiving attention both
domestically and overseas, so | would now like to refer to
import tariffs on cars. From 2002, the import tariffs on cars,
particularly those on small cars, will be reduced by half. In
addition, the price of cars on the Chinese market has begun
to decrease considerably from this year. The purpose of the
decision to reduce car tariffsisto make Chinese automobile
manufacturers engage in fair competition with
manufacturers from other countries on a global scale, in an
open environment. At the same time, it will alter the
abnormal phenomenon whereby the Chinese car industry
was protected for along time and car prices were distorted.
As you are doubtless aware, when Chinese people bought a
car, they had to pay twice or three times more than a
foreigner. To put it another way, automobile prices in
Chinawere twice or three times more expensive than on the
international market. This is inexcusable and distorts the
market. China's per capita GDP is rising; for example, per
capita GDP in the Shanghai area has reached $4,500, while
that in Guangdong, Beijing and other regions has reached
the $4,000 mark. In other words, the era of personal car
ownership isjust around the corner. China's per capitalevel
of car ownership is still low. According to one source,
whereas car ownership in the USA is 75 vehicles for every
100 people, in Chinait is one vehicle for every 100 people.
This is a huge gap. In the next five or ten years, | would
like to see per capita car ownership in China increasing. If
Chind's per capita car ownership rate rose to the level of
developing countries such as Brazil, with arate of 10 - 15
vehicles per 100 people, demand for cars in China would
increase significantly. At present, there are 13 million cars
in China, 1% of the 1.3 billion population. If that figure
rose to 10 vehicles per 100 people, that would make 130
million cars. In order to achieve this, it is necessary to set
prices at a level that the Chinese people can afford. This
means that when China enters the era of personal car
ownership, that is, when car ownership reaches 10 - 15
vehicles per 100 people, the Chinese economy will enter a
new age. As a result, propelled by the development of the
car industry, not only will supporting industries, such as
steel, plastics and chemicals, grow, but many employment
opportunities will also be created. According to some
sources, service industries connected with the US
automobile industry are responsible for 6.5% of all
employment opportunities in the USA. This is due to the
fact that, if the citizens of a country own many cars, various
new service industries are bound to appear. These include
car sales, maintenance, gas stations, loans, insurance and
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car parking. Furthermore, once the Chinese people own
more cars, as the country covers a vast area, the lifestyles
of the inhabitants of urban areas will alter significantly.
People will move from the extremely crowded central areas
to the suburbs, so the suburban real estate industry and
various service industries will develop. This may well
signal the arrival of an extremely important new economic
era. Consequently, if the Chinese people are enabled to
own more cars, it will provide more employment
opportunities for them. If we say that there are 100 million
employment opportunities at present, and if these grow at
the same 6.5% as in the USA, there will be an increase of
6.5 million employment opportunities. Therefore, in order
to link the price of cars in China with their price on the
international market and to make the car industry
internationally competitive, China needs to open up its
automobile industry. China's economic strategy and
economic development will be indispensable in this. Thisis
because China has taken the highly strategic stance of
participating in economic globalization, is thinking about
the issue of opening the country up to external competition
and has decided to undertake far-reaching liberalization of
the automobile industry. There are many other fields
requiring liberalization; for example, with regard to the IT
industry, we decided to participate in the WTO treaty on
information technology merchandise, implementing a zero
rate of tariffs across the board on more than 200 important
IT products. Consequently, China's IT industry will become
an important component of the global I T industry.

When China joined the WTO, it consented to
liberalize its service industries as quickly as possible,
including the banking, insurance, telecommunications,
tourism and transport sectors, as well as specialist services,
such as legal services, accountancy and advertising. The
purpose of liberalizing these industries is that we want to
turn important national industries clinging to life into
internationally competitive industries. The past 20 years or
more of reforms and liberalization are proof that
international competitiveness is stronger in industries that
opened up to external competition earlier. China's
consumer electrical appliance industry corroborates this.
By adopting liberalization measures, it is hoped that service
industries such as the banking and insurance,
telecommunications and tourism sectors will grow to be
top-flight internationally competitive industries in a similar
fashion. Furthermore, amid the development of these
liberalized industries, the opportunity for the birth of many
medium- and high-income classes has been created. The
banking, insurance and telecommunications sectors will
provide us with many such opportunities. Consequently,
the scope for China's most talented and knowledgeable
people to be very active will broaden. To summarize,
China's entry into the WTO means that its opening up to
external competition has entered a new phase. In addition,
it signifies that China will tackle economic globalization
and regional cooperation, taking an even more active
stance.

Naturally, after joining the WTO, at the same time as
fulfilling its obligations, China is also enjoying some new
rights. The most cbvious is that, in joining the WTO, the
issue of having to apply for Most Favored Nation (MFN)

status in trading with the USA, which was a problem over
many years, has been solved and normal trade relations
established. The USA's annua deliberations on China's
MEN status was the thorniest of issues in the Sino-US
economic and trade relationship, which also influenced
Chinds standing in the world economic and trade regime.
By joining the WTO, China solved the problem of the
permanent normalization of the USA's trade relationship
with China in one fell swoop. President Bush announced
that he would cease the annual review of China's MFN
status from January 1st this year. This can be said to be the
first major achievement China has attained since joining the
WTO.

Since entering the WTO, foreign investment in China
has been escalating, as aresult of improvements to the legal
and investment environments. Last year, investment
reached an all-time high, totaling $46.8 billion. Thiswas an
increase of 15%, despite last year's harsh international
situation. This growth was unprecedented throughout the
world. China is enjoying the important fruits gained as a
result of WTO membership.

At the same time as taking part in the globalization
process, China has been active in its participation in
regional economic cooperation since joining the WTO. On
this side, the Chinese government has been undertaking
various important activities, several examples of which |
would like to introduce here. Firstly, talks with ASEAN
regarding the creation of a free trade agreement have
officially begun. In addition, it has begun discussions
aimed at implementing substantial cooperation with the
Central Asian republics belonging to the Shanghai
Cooperation Organization. Furthermore, China is
developing a detailed plan aimed at substantial cooperation
with the countries of the Mekong Delta. China can be said
to be participating in regional cooperation on al fronts. In
particular, cooperation with neighboring countries is being
promoted. Similarly, we wish to take an active stance on
participation in regional cooperation in Northeast Asia. Of
course, we should be aware that, in some respects,
cooperation in Northeast Asia is lagging behind that in
other regions. Conseguently, we should strengthen support
for economic cooperation in Northeast Asia, at the same
time as increasing the pace of economic cooperation in the
region. | would like to make a few suggestions with regard
to this.

Firstly, strengthening support for economic
cooperation in the region among the governments of
Northeast Asia, particularly the central governments. |
believe that, without the support of central governments, it
will be difficult to achieve major advances in regional
cooperation, especially in economic cooperation. The
proposal regarding a free trade agreement between China
and ASEAN emanated from and was decided by
government leaders. In addition, the Shanghai Cooperation
Organization is the outcome of issues raised among
government |leaders and cabinets, in a similar fashion. The
support of central governments is necessary for such
regional cooperation. Consequently, it is hoped that related
central governments will provide more support for
Northeast Asian regional cooperation. With that, we will be
able to ensure for the first time that cooperation-related



activitiesin the region develop within a firmer framework.

Secondly, continuing to draw out further the
enterprising spirit of each country's local governments. By
means of the positive attitude of local governments,
economic cooperation in the region will become more
substantial. Taking the economic and trade advantages of
each region as a point of departure, as local governments
are aware of each other's demand and competitive edge, the
regional economic cooperation plans proposed by local
governments are the most realistic measures, with
considerable potential. Consequently, in order substantially
to develop economic cooperation in Northeast Asiag, it is
necessary to bring forth the spirit of enterprise of each local
government to the greatest possible degree. As you know,
leaders from China's three northeastern provinces have
brought delegations to participate in this conference. In
addition, the foodstuffs exhibition and business talks are
taking place in Niigata with the aim of substantially
promoting economic cooperation in Northeast Asia.
Consequently, bringing forth the spirit of enterprise from
local governments, such as those of Niigata Prefecture and
Niigata City, is of great significance in yielding substantial
results from economic cooperation in Northeast Asia.

Thirdly, it is necessary for the national governments of
each country in the Northeast Asian region to focus more
on the role of international institutions. In contrast to other
regions, Northeast Asia encapsulates diversity in terms of
political systems and various other aspects. Consequently,
in developing cooperation in the region, as there are
politically and diplomatically sensitive areas, under such
conditions, bringing forth the role of international
institutions is important and has a special significance. The
Tumen River Area Development Programme (TRADP), in
which | have participated, is being undertaken under the
initiative of, and supported by, the UNDP. In the field of
Northeast Asian regional cooperation, particularly TRADP,
the UNDP is fulfilling a unique role. Therefore, it is
necessary to emphasize and strengthen to the greatest
possible degree the role carried out in this area by
international institutions, particularly UN-related bodies. |
hope that Northeast Asian governments, particularly central
governments, will provide such projects as the UNDP's
TRADP, with greater support.

Fourthly, it is necessary to bring forth the strength to
promote private-sector economic cooperation in Northeast
Asia. In those areas where central governments are not
undertaking across-the-board initiatives with regard to the
Northeast Asian region, businesses, experts and academics
have the ability to promote these and can take advantage of
their unique role. At times, this conference in Niigata may
not produce any concrete results, which may be
disheartening, but | believe that this conference fulfils an
important role, which we ought actively to value. | do not
think that research into economic cooperation in Northeast
Asiais just an impractical idea. Research is extremely
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important. As is often said, politicians decide when to act,
but experts and businesspeople can decide what is to be
done and how to do it. Furthermore, when the political
environment has been put in place and has ripened, the
results of research by experts and businesspeople will alow
governments to spring straight into action. | believe that the
fruits of such research are the basis for implementing
activity. If these foundations do not exist, even if political
judgments are made, governments will not know what
should be done. Therefore, before politicians make
decisions, it is important to put this kind of foundation in
place.

China's attitude towards Northeast Asian economic
cooperation is positive. As you are aware, each country in
Northeast Asia has a positive attitude to opening up their
markets to foreign competition. Last year, China officially
joined the WTO, a sign of its determination to participate
actively in international economic cooperation. Russia has
also begun negotiations with a view to joining the WTO,
and China hopes that Russia will be able to join the WTO
at an early stage. If Russia realizes membership of the
WTO as well, regional cooperation in Northeast Asia will
be able to develop at an even higher level, on an equal
footing. China and Russia are important entities as far as
this region is concerned.

In terms of the economy and trade, mutual dependence
between the nations of Northeast Asia is growing. With
regard to Chinas external trade in 2001, which took place
against the background of an extremely trying external
environment, trade with Japan rose by 5.5%, a record high
in terms of Sino-Japanese trade. For nine consecutive years,
Japan has been China's largest trading partner.
Furthermore, China is Japan's second largest trading
partner. Despite an adverse situation, Japanese investment
in China rose by 40%, an al-time high. According to some
sources, despite the lump in Japan's external trade and the
fact that exports from Japan to countries and regions across
the globe decreased in 2001, exports to China grew by 16%
and those to Russia by 41%. From this we can see how
important regional trade with Northeast Asia is for all the
countries of the region.

| have confidence in the future of this region. Today,
with economic globalization and development advancing, if
the countries of Northeast Asia open up further, have a
more positive attitude and participate in regional economic
cooperation, embrace a new way of thinking and expand
into new fields, regional economic cooperation will grow
and substantial, concrete cooperation will develop
gradually at every level. Furthermore, | believe that the
future is bright. Economic cooperation in Northeast Asia
has advantages not only for the people of the region and the
region's economic development, but also for economies
throughout the world.

[Trandated from the Chinese by ERINA]
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Summary of Trade and Investment Panel

The Trade and Investment Panel, which took as its
theme "A Business Model for Northeast Asia in the IT
Age", discussed how exchange and business in Northeast
Asiawould develop in the new age of IT.

Professor Y asuhiko Ebina, of the Niigata University of
Management, cited the acceleration of borderless
collaboration and the formation of a Northeast Asia
Network Economic Community as significant aspects of
IT-driven business. Furthermore, taking metal molding as
an example, four issues were raised: educating and
nurturing human resources, fundamental innovation that
takes environmental problems into consideration, the
development of communications infrastructure and the
formation of a network centering around small and

medium-sized companies. Of these, the most important
issue is the response to small and medium-sized companies.
As the first step with regard to this issue, the establishment
of aregional extranet that uses IT in non-open markets
would be effective; it would be necessary for the suppliers
of such systems not only to provide the network but aso to
add valueto it in various ways.

Mr. Byeong-Whan Chang, an associate professor at
Okayama College, stated that the economic effect of speed,
networks and collaboration will be emphasized as a
corporate strategy for the IT age and introduced a concrete
example of a'virtual business federation' in the ROK. The
ROK is heading in the direction of becoming an advanced
country in terms of IT, through such initiatives as a 'virtua
business federation' in each industry and cooperation
between virtual enterprises, and the government's Asia e-
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Hub Promotion Strategy. However, small and medium-
sized enterprises still have a low level of computerization
and are suffering in the environment of global competition.
Some issues and directionalities related to the virtual
business federation were brought up, including cooperation
between 'virtual business federations, problems relating to
differing business practices of states and industries, and the
response to small and medium-sized businesses.

Mr. Koji Okamoto, Managing Director of the
President's Office, Iris Ohyama lnc., introduced an example
in which the company, which produces and sells household
goods wholesale, divides labor internationally by using IT
in the company's dealings with overseas manufacturers
with which it collaborates, in the commissioning of orders,
shipping and production. In order that the producers can
deliver the specified number of units as soon as possible, it
is crucial to reduce the time taken before shipping the
goods. However, since preparing components and products
without calculation places a huge burden on companies, the
company has constructed a supply chain management
system using the internet, which allows member companies
to access various information, including sales forecasts and
planned orders for products. This system has made it
possible for producers to make preparations for shipping
with certainty the number of units necessary and has cut the
lead-time of goods by two-thirds.

Next, Mr. Yuji Nakatsuji, Representative Chief
Director of Niigata JI'T Enterprise Cooperative Society,
introduced collaborative Sino-Japanese I T-driven projects
and the problems relating thereto. The cooperative was
established with the aim of supporting small and medium-
sized enterprises by means of the spread of IT. Using the
medium of IT, structural reform will take place with a
small amount of investment. The 'International Building
Materials Supply Collaboration System' was introduced as
an example of Sino-Japanese collaboration linking
Heilongjiang Province's Forestry Bureau and a building
materials factory in Dalian. In addition, stating that
computerization would help to stimulate struggling
Japanese small and medium-sized enterprises, the speaker
described Business-to-Business sites in the field of
construction in Niigata Prefecture as a concrete example of
this.

Mr. Yongi Duan, president of Beijing Centergate
Technologies (Holding) Co., Ltd. and chairman of Stone
Group Corporation, averred that the Chinese government's
preferential policy for high-tech parks was one of the
factors in the development of the IT industry in China. At
present, however, Chinese companies can only produce
relatively low-level goods. Chinese companies must move
up a level in response to consumers need for higher-level
products. Thereis potential for cooperation in this matter in
Northeast Asia, in terms of technology and investment. By

taking advantage of its human resourcesA AZhongguancun
may well become the world's biggest recipient of capital for
IT venture business. Currently, however, development of
the area is largely limited by the shortage of funds.
Financial reform is needed to attract private capital, and
foreign investment must be accepted.

Mr. Vitaly A. Lopota, Director of the Central R&D
Institute of Robotics and Technical Cybernetics of the State
Scientific Center of Russia, stated that the development of
IT infrastructure, which could add value to businesses
using IT, is the biggest issue. If soft and hard technologies
were established as a grid, business would be more
efficient. IT infrastructure should be developed in
cooperatively, using Russia's technology and Northeast
Asia's productivity. Russia will be able to provide its own
high technology in establishing IT infrastructure, including
space technology.

Prof. Min Shi, Director of the Asia-Africa
Development Research Institute, Development Research
Center of the State Council, asked from the floor what kind
of lesson developing countries in Asia should learn from
the bursting of the IT bubble for the development of IT, and
what was the specific policy of the Chinese government,
which has been promoting industrialization though
computerization. Mr. Duan answered that the lesson that
must be learned is the same as the government's policy; in a
nutshell, that economic efficiency needs to be enhanced by
connecting I T and the traditional economy.

Finaly, summing up the above, the moderator, Prof.
Yuji Masuda, Director of the Institute for Northeast Asia
Research of the University of Shimane, asserted that the
time has come for reviewing the organization of the new
industrial structure centering on IT and the shape of its
economic development, and more specifically, to establish
networks among companies and develop new business
models. China is promoting a new industrial development
model that deepens industrialization through
computerization and holds not only the advantage of
production at low prices but also certain technological
capability. He expressed the opinion that, in addition to the
technological capability of each, it is important for
countries such as Japan, the ROK, Russia and China to
bring to bear their labor forces and capital, and construct a
complementary network in Northeast Asia to develop a
new business model. IT-driven international collaboration
is actually starting to move into action little by little in
Northeast Asia, and this might be the first step towards the
formation of the Northeast Asia Network Economic
Community.

[Kazuyoshi Takizawa, Researcher, Research Division,
ERINA]
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Summary of the Development Finance Panel

During this session, multiple approaches to creating a
development finance scheme to provide funds for
infrastructure development in Northeast Asia were
compared, an exchange of opinions took place, contributing
to material for making policy judgments on this theme.
Discussions focused mainly on analyzing the efficacy of
and problems relating to the following points:

1. The current status of the development of
infrastructure in Northeast Asia and an analysis of
the accompanying financing problems.

2. An introduction to development projects supported

by existing development banks and the examination
of the possibility of utilizing these for multilateral
projectsin Northeast Asia.

3. An approach to building development finance

schemes.

First of all, Mr. Takafusa Shioya, President of the
National Institute for Research Advancement (NIRA),
stressed the importance of positioning development finance
matters in the strategy of economic unification in Northeast
Asia and the necessity of presenting a "grand design” to
advance economic unification in the region. Making the
solution of energy and environment problems the central
issue of the strategy for economic unification, the Northeast



Asia Development Bank framework was supported as one
means of providing funding in this field. Natural gas
pipeline projects are important in the development of
infrastructure in the fields of energy and the environment;
with the aim of establishing a non-governmental body to
coordinate the interests of each country, in order to promote
natural gas projects, the view was advanced that, while
private organizations should also be incorporated in this,
development finance mechanisms should be made concrete
under this process.

Mr. Bradley Babson, a UNDP consultant on Northeast
Asian economic cooperation, analyzed the constraints and
risks that are perceived as inhibiting the mobilization of
capital to finance infrastructure projects and proposed the
establishment of a political and organizational body, in
which the private sector, governments and the existing
international development banks work together. Regional
investment strategies are planned under this framework,
which aims to provide funds for high priority projects.
Creating the right enabling environment for financing
regional economic cooperation should be given top priority
and the foundation of a new development bank is not the
answe.

Mr. Shun'ichi Hiraki, Professor of the Faculty of
Economics, Niigata University, took the transportation
infrastructure project in the Tumen River area as a model
case and presented an introduction to a private sector-led
project finance method. Under this scheme, outside
consultants are used to draw up the specific project plan,
because of their skills and ability to conduct onsite
research, and the income from the project is used to clear
the debt. The speaker stressed the importance of making
gradual advances and of realism, i.e. accumulating private
multilateral projects, no matter how small, given the
environment around Northeast Asia, and similarly to Mr.
Babson, he stated that the framework for a new
development bank should be the last question to be
addressed.

Dr. Lee-Jay Cho, Chairman of the Northeast Asia
Economic Forum, argued for the establishment of a
Northeast Asia Development Bank that meets the
requirements of Northeast Asia and benefits various
interested parties, given the difficulties of developing
Northeast Asia with private funds and the inability of
existing development banks to satisfy the need for funds for
infrastructure. He also pointed out that if the Northeast Asia
Development Bank were established, it would be a good
opportunity for Japan to establish its leadership, both in
terms of funding and diplomacy.

Mr. Kazuo Kobayashi, Deputy Director of the
Development Institutions Division at the International
Bureau of the Ministry of Finance, introduced an approach
led by existing multilateral development banks. He spoke
of the advantages, including the supply of funds and the
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development of multilateral economic cooperation, which
would be afforded by the multilateral development banks
specialist knowledge, technical support and ability to
engage in coordination in policy dialogue, as well as their
catalytic function in implementing collaborative finance
and guarantees.

Approaches to development finance schemes can be
broadly divided as follows: those of the project-centered
type, which advance infrastructure development with
public and private funds, and those focusing on the concept
of establishing a new regional development bank aimed at
the development of Northeast Asia. With regard to the
logical basis for these, the former contends that the
establishment of new banks in the region is difficult given
the current political and diplomatic situation in Northeast
Asia, and that accumulating project-driven approaches that
use public and private funds is more realistic and effective,
while the latter asserts that, since the provision of
development funding is insufficient under the present
development finance framework, and as using private
funding involves great risk, the countries of Northeast Asia
should take the main role in supplying funds, as well asin
forming anew financial framework.

An opinion from a different angle was advanced by
Mr. Babson, who pointed out that financing methods could
differ depending on the type of infrastructure project, such
as ports, roads and pipelines, and emphasized the
importance of developing capital markets, bond markets in
particular, for fundraising in Northeast Asian countries, as
well as solving problems relating to the domestic financial
systems of the respective countries.

Summing up, it was a most fruitful discussion; the
issue of "development finance", which has been taken up in
part at previous Economic Conferences, was discussed
intensively and in a multi-faceted way, and participants,
including experts, analysts and those asking questions from
the floor, acknowledged and shared problems relating to
the theme. As Mr. Shioya averred, it is not appropriate to
determine the relative merits of approaches at present,
because of the political circumstances and risks. It seems
likely that the momentum to advance development by
capturing the world's attention with regard to the
development frontier of Northeast Asia and cooperating
multilaterally, will gather pace when Japan, the most
advanced country in the region, takes the initiative in
putting forward an investment strategy and development
assistance plan and deepens partnerships with the countries
concerned. It is hoped that in the future, further research
into and activities to explain the importance of a
development finance mechanism will be carried out, taking
this discussion as aturning point.

[Shoei Sato, Researcher, Research Division, ERINA]
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Summary of the Environment Panel

This year's session on the environment was the fifth of
its kind since the 1998 Northeast Asia Economic
Conference in Niigata. Based on the issues and major
recommendations discussed at the conference in previous
years, this year's discussion paid more attention to concrete
proposals for encouraging and expanding cooperative
action on development and nurturing the environment in
the region, aiming at breaking through the tradeoffs
between the environment and economic devel opment.

The moderator, Dr. Tsuneyuki Morita, Director of
Social and Environmental Systems Division of NIES
(National Institute for Environmental Studies), opened the
session with an introduction of the main directions of this
year's discussion. According to NIES forecasts about future
trends in global warming, Northeast Asian region, in
particular, is expected to suffer the greatest impact of
globa warming. As there is a tradeoff between economic
development and environmental preservation in Northeast
Asia, countermeasures need to be taken and environmental
industries activated here in order to achieve the coexistence
of both economic development and environmental
preservation. The utilization of private sector power is most
desirable in achieving this; therefore, the panel focused on
such specific proposals.

A brief report on the potential for environmental
industry cooperation in the region was made by ERINA.
Although each country may differ in terms of economic
development and environmental conservation depending on
its development stage and industrial structures, the common
issue of environmental conservation necessitates extensive
cooperation in order to encourage environmental industries
in Northeast Asia. Despite the fact that environmental
industry markets in Northeast Asia are expected to
experience rapid growth in the coming years, broader
encouragement and nurturing of the industries are
necessary in order to respond to and comply with
increasing demand in them. However, each country has
limited capacity in terms of its financial and human
resources, the extent of the knowledge base on sustainable
development, and also access to and availability of
adequate information. These shortfalls can be successfully
overcome by means of effective international cooperation
and thereis great potential for thisin Northeast Asia.

In the first round of the panel discussion, panelists
made presentations about the current status of and further
development prospects for the environmental industry in
their countries and highlighted concrete policies for
international cooperation. The issues of eco-financing and
eco-banking had not been addressed in previous sessions.
In order to activate private participation and investment in
eco-friendly activities, eco-financing or eco-banking has to
be nurtured and developed as well. Ms. Mizue Tsukushi,
President and CEO of Good Bankers Co., Ltd., discussed
thisissue, focusing on initiatives in Japan.

Further comprehensive discussions on specific
proposals to promote international cooperation and develop
eco-friendly industries took place with the participation of
both the panelists and the audience. Dr. Zamba Batjargal,
Ambassador Extraordinary and Plenipotentiary of

Mongolia to Japan welcomed the important issues
discussed here. In his comment, he highlighted the
importance of clarifying the mechanism of cooperation
among the countries, citing the fact that there still has not
been enough action despite a pool of existing international
conventions, regional, and bilateral agreements and acts on
environmental issues, especially in Northeast Asia. Mr.
Nikolay Atanov, Minister of the Economy and External
Relations of the Republic of Buryatia, RF, delivered an
address from the President-Chairman of the Government of
the Republic of Buryatia, Mr. Leonid V. Potapov, in which
it was proposed that a joint working group be formed to
elaborate a draft program on launching a pilot project
entitled "Baikal World Model Territory of Sustainable
Development and Civilization Dialogue”, to be submitted
for consideration for the agenda of the forthcoming WSSD
(World Summit on Sustainable Development) RIO+10 in
Johannesburg. In connection to this, he announced that a
conference on launching a sustainable development project
in the Lake Baikal area will be organized this year in the
Republic of Buryatia and that active participation by the
countries in the region is expected.

The specific proposals made for nurturing the
environmental industry can be classified into the following
groups: (1) technology development and transfer; (2)
finance; (3) human and institutional capacity-building; (4)
governmental policy; and (5) other organizational matters.
These were:

(1) Environmental technology

- The transfer of technological know-how and
management practices has to be addressed
simultaneously in transferring environmental
equipment and facilities;

- Supporting mechanisms for SMEs need to be
developed to secure their compliance with
environmental regulations. For example, various waste
discharged by SMEs can be treated in a collective
manner on amarket basis;

- Market mechanisms need to be developed in addition
to direct support from governments,

- Cleaner production and technology are necessary in
addition to conventional environmental industries, in
order that economic development and environmental
conservation can coexist at alesser cost;

- Traditional ethics towards nature need to be taken into
account in developing and introducing modern
technology as they may help us find ways to minimize
its destructive impact on nature and environment;

- Food security issues need to be addressed in
considering environmental problems. Research into
organic farming practices also heeds to be carried out
thoroughly.

(2) Environmental finance

- Economic incentives and financial support
mechanisms need to be integrated;

- The eco-finance industry should be nurtured and
developed;

- Green investment incentives in security markets
should be encouraged through developing such
financial products as eco-funds and eco-bonds. In this
sense, The governments of Niigata Prefecture or




Niigata City could undertake pioneering initiatives in
the form of issuing green-bonds;

+ The power of individua investors should be utilized
broadly and green-investment opportunities need to be
extended in order to drive both businesses and
investors into eco-minded activities. Pension funds
and postal savings hold great potential for investment
in green-security markets.

(3) Human and institutional capacity-building

- Sustainable environmental education needs to be
developed at al levelsin order to build environmental
consciousness among the population. Here, the role of
NGOsis essential;

- Encourage joint research into common, acute
environmental problems;

- Information networking and exchange has to be
improved through different forms of communication,
such as round-table meetings of experts, web-based
information networking and research.

- Technical exchange programs need to be extended to
compensate for each other's shortfalls;

(4) Government policy

- Strong governmental regulations and higher fines for
emissions need to be imposed for the time being, in
order to compel eco-mindedness on the part of
businesses;

- Trade and governmental insurance policies and aid
allocations need to be eco-minded or environmentally-
tied;

- Bilateral and multilateral negotiations and agreements
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need to be extended further and fully utilized.
(5) Other organizational matters

- Regular and more frequent round-table meetings of
experts, academics and government representatives
need to introduced in order to formulate and perceive
actual projects;

- Energy and environmental issues should be discussed
within a single panel session at the Northeast Asia
Economic Conference in Niigata, and it would be
desirable to establish a steering committee or special
advisory committee.

Furthermore, the leading roles in encouraging such
environmental cooperation on the parts of Japan and China
were underlined, while economic and institutional
incentives from China are mostly expected. Moreover,
Japan has to cooperate with China and developing countries
to meet its emission commitments at a lesser cost
extensively utilizing the CDM®. It was recommended that
ERINA take a leading role in the next step towards the
goal: initiating concrete action aimed at realizing the
recommendations and proposals for cooperation discussed
at the Conference. So, it is atime for the institute to embark
upon materializing the ideas and launching actual actions
and projects, for which no room has left for their further
delays. Nevertheless, the issues discussed here were food
for thought not only for ERINA, but for all the participants.

[Shagdar Enkhbayar, Visiting Researcher, Research
Division, ERINA]
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Outline of the Concluding Session

In the first half of the concluding session, reports were
presented about the content of each panel and meeting of
experts. Each coordinator talked about which points had
been focused upon in the discussion and touched upon the
background to and problems relating to the current status of
discussions, while also consolidating the common
perceptions and areas of disagreement that arose.

In the latter half, one panelist each from China,
Mongolia, the ROK, Russia and Japan evaluated the whole
conference and indicated the important points raised with
regard to the themes that were discussed, as well as
providing additional information from the standpoints of
each country.

The evauation of the whole conference was positive
in general. There was high praise for the broadening in the
range of participants, as well as the increase in numbers.
Theincrease in participants may be a sign that many people
have acknowledged the significance of this conference.

Prof. Min Shi, Director of Asia-Africa Development
Research Institute of Development Research Center of
State Council of the PRC, pointed out that the content of
discussions had become more profound. Mr. Sukhbataar
Batbold, Vice-Minister of Foreign Affairs of Mongolia,
asserted his intention to support the conference as a
representative of the Mongolian government.

With regard to the evaluations of each topic, many
panelists emphasized the importance of cooperation in the
fields of transportation and energy. The opinion was aso
expressed that efforts should continue to deepen
discussions on the other themes raised at this year's
conference, i.e. IT, the environment, development finance,
regional cooperation, etc., and to attain concrete
achievements.

From the perspective of how to promote cooperation
across the board, Prof. Shi expressed the opinion that the
participation of government think tanks in each country in
the Northeast Asian economic cooperation process should
be sought. Mr. Sang-Ki Chung, Minister-Counsellor of
Embassy of the ROK in Japan, took the view that efforts
should be devoted to cooperation in the field of soft
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infrastructure.

Furthermore, in introducing the basic ethos of
Mongolia's diplomatic policy, Mr. Batbold, Vice-Minister
of Ministry of Foreign Affairs of Mongolia, pointed out the
importance of the Tumen River Area Development
Programme. In particular, he emphasized the link between
the development of Eastern Mongolia and the TRADP. Mr.
Chung politely explained that the issue of notation of the
Japan Sea / East Sea had been an obstacle to the ROK
government's participation in the Economic Conference for
the past two years. Based on an analysis of the situation
surrounding the Russian economy, both domestically and
externally, Dr. Victor Ishaev, Governor of Khabarovsk
Territory, explained that the economy of the Russian Far
East is in good condition. Moreover, he forecast that, as a
result of the improvement in the investment environment in
the Russian Far East, investment activities would be
stimulated and economic exchange with the whole of
Northeast Asia promoted.

Mr. Ikuo Hirayama, Governor of Niigata Prefecture
and one of the organizers of the conference, stated that it is
necessary to explain the Vision for the Northeast Asia
Transportation Corridors, one of the achievements of this
year's conference, to the governments of related countries
and receive their support, and declared his readiness to
explain the vision himself.

It was planned to open up the discussion to comments
from the floor, including opinions on the draft resolution,
after the speeches by each panelist, but due in part to
inefficient time management by the organizers, there were
hardly any comments from the floor and it was not possible
for discussion to take place. As a result, the points of
discussion in the concluding session and the results of
discussions were not clarified. This does not result only
from the way of conducting the concluding session, but
also from the composition of the whole Economic
Conference and the concluding session's position therein.
This is an area that requires some review prior to the next
conference.

[Hirofumi Arai, Researcher, Research Division, ERINA]
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2002 Northeast Asia Economic Conferencein Niigata

RESOLUTION
Niigata, 29th January 2002

On 28" and 29" January 2002, like-minded old friends
and new associates gathered in Niigata to participate in the
Northeast Asia Economic Conference, which has aready
become something of an annual event. Over the two days
which participants spent together, they obtained a great
deal of new information, gained new inspiration from the
perspectives of their neighbors, ascertained the results of
joint projects, promised further cooperation, and broadened
and deepened ties with other participants.

In his keynote speech, Mr. Tasuku Takagaki focused
on Russia, where growth has begun to take off, while in the
special address, Mr. Yongtu Long spoke from the
perspective of China, which is increasing its presence in
international economic relations, having joined the WTO;
both speakers related recent trends and made suggestions as
to what the countries should now tackle. The knowledge
gained from the energy seminar and the trade and
investment seminar was also of great value.

During the meetings of experts in transportation and
regional cooperation, to the results of projects undertaken
by interested parties to date was added fresh stimulus from
new experts, and a serious, in-depth discussion unfolded.
The main result of this was in the form of specific
recommendations.

The fields of trade and investment (Information

Technology), development finance and the environment, at
the same time as being areas of concern for people
throughout the globe, are issues with regard to which
solutions arising from wide-ranging wisdom are also being
sought in Northeast Asia. The remarks made during each
panel session are based on specialist knowledge in the field,
and added a fresh dimension to complicated problems.

New business opportunities were not limited to the
business discussions relating to foodstuffs from
Northeastern China, but have arisen throughout the
conference, in avariety of situations.

The undivided attention to the speakers by their
audiences, the intense questioning and exchanges of
opinions, and the breaks where the flower of conversation
bloomed in every nook and cranny are all testament to the
strong cohesive power of the common goal of development
in the Northeast Asian economic community. At the close
of the conference, the participants held the realization of
the proposed transportation corridors, for the sake of the
development of Northeast Asia, as their common goal and
shared a sense of the importance of continuing their
activities, aimed at moving from theory to practice.

We, the participants of the 2002 Northeast Asia
Economic Conference in Niigata, resolve to be unstinting
in our effortsto realize these goals.

Review of Major Recommendations

Presented at the Northeast Asia Economic Conference 2001 in Niigata
29" January 2002, Northeast Asia Economic Conference Organizing Committee

Transportation:

« 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.

- Members of the Transportation Subcommittee, in
cooperation with other specialists, should form a
common "Northeast Asia Transportation Corridor
Vision" and suggest concrete projects for the realization
of thisvision.

» The Transportation Subcommittee of the Northeast
Asia Economic Conference Organizing Committee
continued to collect, study and analyze information
regarding the development of the Northeast Asian
transportation corridors and, at the three conferences
held over the last year, subcommittee members and
other experts have jointly formulated a common
Vision for the Northeast Asia Transportation
Corridors, and proposed specific projects on which
work should be commenced in order to realize the

concept.

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

» The Subcommittee widely published information
about transportation routes in the Northeast Asian
region to users through a variety of media channels,
including the internet, and made efforts to promote use
of these routes. In particular, it began monitoring
information needed by users with regard to the status
of the development and improvement of
discontinuities at borders.

I nvestment Promotion:

- Learning from the experiences of the China-Japan
Investment Promotion Committee and the Japan-China
Investment Promotion Organization, organizations
dealing with problems faced by foreign enterprises
should be established in both the investing and recipient
countries. The central and local governments concerned
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should actively make efforts to resolve any problems.

» When Mr. Takashi Imai, Chairman of the Japan
Federation of Economic Organizations (Keidanren)
visited Russia, he gained the understanding of
President Putin regarding his proposal for establishing
a Japan-Russia investment promotion mechanism. At
present, discussions regarding its realization are
progressing within the framework of Japan-Russia
intergovernmental trade and economy committees.

Information Technology:

- Because IT isthe core feature of cutting-edge technology
at present, this sector must be assigned the highest
priority if we are to strengthen regional economic
cooperation; one essential step may be the establishment
of a subcommittee to study the concrete actions deemed
important for the advancement of IT.

» At the 2002 Northeast Asia Economic Conference in
Niigata, a panel was established to discuss business
models using IT. The main points of discussion were
business opportunities for small and medium-sized
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businesses utilizing IT, policies to introduce a
marketplace for electronic trading, the nurturing and
mobilization of human resources, and international
business practices and trading systems, etc.

Development Finance:

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

» Discussions in the Northeast Asia Economic Forum,
etc. have continued with regard to development
finance schemes for infrastructure development, and at
the 2002 Northeast Asia Economic Conference in
Niigata, a panel was established to discuss
development finance. In such discussions, a number of
approaches have been presented with a view to
translating the idea into reality, and the material
necessary for policy decisionsisincreasing.

Major Recommendations

Presented at the 2002 Northeast Asia Economic Conferencein Niigata
29" January 2002, Northeast Asia Economic Conference Organizing Committee

Transportation
The Transportation Subcommittee should aim for the
realization of the Vision for the Northeast Asia

Transportation Corridors presented at the 2002 Economic

Conference and for the effective connection of the

Northeast Asian Transportation corridor with such

transportation networks as the European Transportation

Corridor. In order to do this, it should:

a) make approaches to related national and local
governmental departments and international institutions,
aimed at realizing specific individual projects;

b) strengthen monitoring of discontinuities near borders;
through various media, widely publish the results
thereof to users and those in charge of such matters; and
continue activities focused on promoting the use of the
region's transportation corridors.

Regional Cooperation

Those connected with the Meeting of Experts in
Regional Cooperation proclaim the importance of
international cooperation that contributes to social
development on aregional level, such as that in the field of
medical technology taking place between Niigata
Prefecture and Heilongjiang Province, in realizing
continuous and stable social development in Northeast
Asia. With regard to realizing this, in order to strengthen
international policy collaboration at a regional level,
ERINA and social science institutes in China's three
northeastern provinces should promote joint Sino-Japanese
research through the conclusion of atreaty of exchange.

Development Finance

Those connected with economic cooperation in
Northeast Asia, such as the members of the Northeast Asia
Economic Conference Organizing Committee, should
support research and development activities with regard to
the Grand Design for Northeast Asian Regional Development,
which presents an economic development strategy for the
entire Northeast Asian region, in addition to rousing
international opinion with regard to the formulation and
implementation of a development plan through multilateral
cooperation in the Northeast Asian region.

Furthermore, they should participate in and cooperate
with further research and enlightenment activities aimed at
the redlization of the Northeast Asian Development Bank,
conceived as a solution to problems relating to the supply
of finance for development work in Northeast Asia, or any
other finance mechanism.

Environment

In order to manage both environmental protection and
economic development in Northeast Asia, the further
promation of the exchange of information in this field, the
nurturing of the environmental industry and the expansion
of the international market for environmental products and
servicesis necessary. With aview to establishing a network
to promote this (for example, the Northeast Asia
Environmental Industry Network (provisional name),
ERINA and other related research institutions should make
the efforts necessary to make a start on translating the
network concept into reality.
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Outline of the Fifth Plenary Meeting of the Northeast Asia Economic Conference
Organizing Committee

The Fifth Plenary Meeting of the Northeast Asia
Economic Conference Organizing Committee (hereafter
referred to as the Organizing Committee) was held on 27th
January 2002. In addition to all 20 committee members,
including those attending as proxies for members, various
observers and guest speakers attended the meeting, taking
the total attendance to about 50. Participation for the first
time by representatives of the government of the ROK
deserves specia mention. Participation on the part of the
ROK has been an issue since the establishment of the
Organizing Committee, but with representatives of the
private sector taking part in the Fourth Plenary Meeting and
government representatives participating this time, that
problem has been solved and a great leap forward in terms
of the cohesion of the Organizing Committee has been
achieved.

As the meeting was being held at the same time as the
Northeast Asia Economic Conference (hereafter referred to
as the Economic Conference), few themes were dealt with
a the Organizing Committee itself. In addition to a report
from the Transportation Subcommittee about the Northeast
Asian transportation corridors, the main topics were the
drawing up of a draft resolution for this year's Economic
Conference and deciding upon the plan of action for the
next fiscal year and the basic policy for the next Economic
Conference. Please refer to the relevant pages of this
publication for further information about the Northeast
Asian transportation corridors and the conference
resolution.

One of the pillars of the Organizing Committee's
activitiesis the planning of the Economic Conference. With
regard to this, it was decided to hold the next Northeast
Asia Economic Conference in Niigatain May or June 2003.
The aims of holding the conference will continue to be the
dissemination of information, policy proposals and the
provision of opportunities for business exchange. It was
decided that, in future, the individua themes that should be
raised should be decided after taking into account the
opinions of each committee member. The procedure will be
to decide upon a plan for the conference, including the
themes to be taken up and their scope, at the Sixth Plenary

Meeting of the Organizing Committee, which is scheduled
to be held in Changchun, Jilin Province, in September
2002; after this, concrete preparations will be made. With
the Fourth Plenary Meeting having been held in
Khabarovsk in September last year, this will be the second
time that the meeting has been held outside Niigata. Mr.
Ikuo Hirayama, Governor of Niigata Prefecture and one of
the organizers of the Economic Conference, often says,
"The Economic Conference is a conference held in Niigata,
but 1 would like the Organizing Committee to become the
common property of the whole of the Northeast Asian
region." Making the holding of the Organizing Committee
meetings outside Niigata a regular occurrence fits in with
thisidea

The activities of the Organizing Committee include
mutual support for activities undertaken by each member.
At each meeting, members introduce projects for which
they wish to garner support from other members, and this
support is confirmed by all the members. Reports are then
given, outlining the results of these activities, and the
information is shared among all members. The following is
an outline of the reports from members, in the order they
were given.

First of all, Mr. Jieche Li, Vice-Governor of Jilin
Province, welcomed the holding of the next Organizing
Committee meeting in Changchun. In addition, he
introduced many international events that are scheduled to
be held, including business and trade talks on Tumen River
area, which will take place in September. He requested
active participation by representatives from each country in
the Northeast Asia International Exchange Center
construction project, which is being planned in Changchun.

Mr. Yoshinobu Yonekawa, Program Coordinator at
the United Nations Department of Economic and Social
Affairs, outlined a workshop on social development,
planned to be held in Beijing on 27 - 29 March. Through
case studies, and with the participation of experts from
China, Russia, Mongolia, the ROK, the DPRK and Japan, it
is planned to deepen discussions about what specific
measures and actions are necessary in fields relating to
social development, such as overcoming poverty. In
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connection with this, Dr. Shanglong Lai, Advisor to the
China Society for Promoting the Guangcai Program,
asserted the society's intention to cooperate actively with
this workshop.

Dr. Lee-Jay Cho, Chairman of the Northeast Asia
Economic Forum, reported on the holding of the Northeast
Asia Economic Forum Electricity Summit in Toyama, in
November 2001. At the 11th Northeast Asia Economic
Forum, to be held on 6-8 March 2002 in Anchorage, three
sessions will take place, covering the themes of natural gas,
the use of environmentally friendly energy and IT.

Mr. Sukhbataar Batbold, Mongolia's Deputy Minister
for Foreign Affairs, told the meeting about an investment
forum to be held in Ulanbaatar on 17-19 September. Thisis
intended to introduce the Mongolian investment
environment and investment projects to foreign investors,
and Mr. Batbold called for the participation of many
interested parties.

Dr. Ippei Yamazawa, President of the Institute of
Developing Economies, pointed out the importance of
taking the long-term view and attracting interest in
Northeast Asia on the part of APEC. Given that the ROK
will host APEC in 2005, and that Russia may host in the
not-so-distant future, it is necessary to make various
preparations for such atime.

Mr. Atsuyoshi Iwasaki, President of the Japan-China
Northeast Development Association, introduced plans to
hold the Third Japan-China Economic Cooperation
Conference in Harbin, Heilongjiang Province, on 28 - 29
May. The main themes are 1) agriculture and forestry; 2)
trade and investment; 3) transportation and tourism; and 4)
regional cooperation. Moreover, he reported that an
international subcommittee has been established within the
association, which allows China's regional governments
and businesses to join the association as international
members. It is hoped that this will contribute to the

formation of a partnership between Japanese and Chinese
companies, with a practical project base.

Mr. Xinliang Zhao, Vice-Governor of Liaoning
Province, told the gathering about the 8th General Meeting
of the Asia-Pacific Tourism Association, to be held on 10-
13 July, and about plans to hold the International
Mechanical Equipment Manufacturers' Exposition from
30th August until 5th September in Shenyang, and called
for the participation of many interested parties.

Mr. Xiaoguang Fu, Assistant Governor of
Heilongjiang Province, informed the gathering of the
International Business Talksto be held in Beijing in March.
The annual Harbin International Trade and Investment
Business Talks will be held for the 13th time in June. He
mentioned that he would wel come the participation of those
present at the Plenary Meeting, as there would be various
high investment efficiency projects on the table.

Mr. Sergel Vasiliev, Counselor at the Embassy of the
Russian Federation in Japan, spoke of plans to hold the
APEC Investment Mart in Vladivostok in September, and
expressed his hope of gaining the support of various
countries, including Japan, with regard to Russia hosting
APEC at some stage in the future.

Finally, the main point made by Mr. Yongtu Long,
Vice-Minister of Foreign Trade and Economic Cooperation
in China, was that, "There are still many difficult
conditions in this region and the achievements arising from
efforts towards regional economic cooperation still few.
However, these efforts are important. Furthermore, solid
support from the central governments of each country is
indispensable, but China is prepared to undertake such
support. | hope that other countries will also provide such
support."” These remarks encouraged the participants
greatly.

(Hirofumi Arai, Researcher, Research Division, ERINA)
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