







































































































































































































































































































































































































































































































































































































































































































































































































































































to receive 2 GW of nuclear capacity as a part of the Agreed Framework. As the ROK
will play a major role in providing equipment for and constructing the nuclear plants in
the DPRK, nuclear cooperation between those countries, at least as far as plant assembly
and (probably) operation, is a given. The issue of how to manage the various categories
of nuclear waste, however, has not been settled in a satisfactory way in any of the

countries of the region. Proposals have been made for an “Asiatom™—a cooperative

regional organization designed to coordinate nuclear activities in the countries of the

region (and possibly, in the more distant future, found and manage a regional waste

repository)dd. Even short of such a formal regional organization, the ROK and Japan

have expertise and technology in techniques for handling of nuclear materials that could

be made available to assist the nuclear programs of other countries in the region®.

Summary and “Next Steps”

Summary of the Regional Situation, and Needs for Regional
Cooperation on Electricity Sector Issues

By all accounts, the Northeast Asia region will continue to be a locus for

explosive economic growth, and a corresponding increase in the need for energy services.

Chief among the fuels needed to provide these services is electricity. Over the next

fifteen years, several hundred gigawatts of new electricity generation capacity will be

required in the region. Although the bulk of this growth in capacity will be in China,

with strong but gradually slowing continued growth in the ROK, needs for electricity are

also projected to rise in Japan. The DPRK, Mongolia, and the Russian Far East probably

have sufficient generation capacity, if their coal-fired electric plants (and the mines that

“! See, for example, Atsuyuki Suzuki, 1996. A Proposal on Intemational Coliaboration with Nuclear
Power Development in East Asia; and Jor-Shan Choi, 1996. An East Asian Regional Compact for the

Peaceful Use of Nuclear Energy, both prepared for the Energy Workshop of the Northeast Asia
Cooperation Dialogue V, Institute of Foreign Affairs and National Security, Seoul, Korea, 11-12

September 1996.

A forthcoming Nautilus Institute Report (Two Scenarios of Nuclear Power and Nuclear Waste
Production_in Northeast Asia) will describe the authors’ analysis of spent fuel projections and technical
options for interim storage of nuclear materials for the countries of the region.
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feed them) can be suitably maintained, to last into the next decade even if those three
economies post strong recoveries.

Several factors place limits on development of the electric power systems of the
countries of Northeast Asia, and different countries face different limiting factors.

Among the factors limiting electricity development are:

e A shortage of capital to invest in building new electricity infrastructure or
repairing/upgrading existing plants and equipment (China, the DPRK, Mongolia, and

the Russian Far East);

o A lack of access to appropriate technology to build cleaner, more efficient power

systems (the DPRK, Mongolia, and to a lesser extent, China);

e A lack of domestic natural resources that can be used to fuel or power electricity

generation (the ROK, Japan);

e A set of moderate to severe environmental constraints on ‘“‘business as usual”
development of energy systems, including the regional impacts of global warming,
the deleterious impacts of acid rain in the countries of the region, local air pollution,

and discharge of solid and liquid wastes.

Viewed as a whole, the countries and regions of Northeast Asia would appear
to have all of the different parts—technology, financing, need, and resources—to
assemble an effective, cleaner, and more efficient regional power system if long-standing
rivalries, animosities, and political differences can be set aside. It is a situation where the
whole definitely has the potential to be much more than the sum of the parts, but the
“whole” will only come to pass if a concerted effort to foster regional cooperation on a
number of fronts gets underway, and soon.

In this paper we have highlighted issues and options for regional cooperation

in three areas pertaining to the development of electricity infrastructure in Northeast Asia.

o Electricity interconnections to allow substantial sharing of generating resources

between countries;
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Institutional changes to help foster development of cleaner and more efficient energy
systems within each of the countries of the region, and to help manage cooperative
inter-country enterprises to develop and share power resources in a way that benefits

both the economies of the region and the regional environment; and

Technology transfer to see that the countries that need new technologies, or need
help in financing technologies, receive the assistance that they need to make energy
use in the region—and particularly the countries’ electricity systems—more efficient

and less environmentally disruptive.

Possible “Next Steps” to Encourage Regional Cooperation in
Electricity Systems

Below we present, as what we hope will be a catalyst for useful discussion, our

non-exclusive list of several important steps toward a more environmentally benign,

efficient electricity sector in the Northeast Asian region:

1.

IJ

Assist and participate in confidence-building exercises with the DPRK—
particularly, in the short run, those related to successful implementation of the
Agreed Framework. The geographic placement of the DPRK is such that most
practical schemes to involve the ROK in regional electricity, gas, or transport
infrastructure must necessarily cross DPRK territory. As such, the reliable and
productive participation of the DPRK is essential for the success of any regional
infrastructural integration. In any scenario short of near-immediate reunification of
North and South Korea, the DPRK will have to be engaged in numerous smaller
international projects before the DPRK and its neighbors will have the confidence to

proceed with large regional electric interties or other infrastructural mega-projects.

Convene an intra-regional working group, with membership from all of the
nations in the region, to study energy sector development and options. The
mandate of this sort of group, as suggested in Section 4 of this paper, might
encompass taking inventory of the major energy facilities and resources (both natural

and technological) in the region, developing country (or sub-country) energy plans for
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each part of the region on a consistent and comparable basis, and exploring the
economic, technical, social, political, and environmental feasibility of potential
regional infrastructure projects. The intent here is that the working group build on the
various unofficial and semi-official dialogues that have been taking place between the
countries of the region by providing a group of international co-workers with a

common work and a common goal around which to build confidence in each other.

Continue and expand regional efforts in environmental monitoring and

L2

modeling. An acid rain monitoring network already exists in Northeast Asia.
Building on this network to broaden and deepen spatial coverage of data gathering on
the severity and impacts of acid rain would be a logical next step, as would extension
of the network to monitoring of marine pollution, the impacts of global climate
change, water quality in shared rivers, and other environmental issues affecting shared
natural resources. A regional effort for the modeling of trans-boundary air pollution,
as an extension to an existing UNDP project in the region, is cwrently under

discussion.

4. Work together to design consistent and effective incentives for transfer of
efficient and environmentally-beneficial technologies. This process may include
review of trade laws and practices in the region”, providing incentives for regional
investment, joint ventures, and licensing arrangements, changes in electricity rate
structures to promote environmental as well as economic goals, and other coordinated
actions. The appropriate forum for these functions would have to be decided upon.
For example, should a new regional body be created to deal with these issues, or
could these technology-transfer functions be added to the mandate of a an existing

organization?

T For example, attention should be paid to coordination, within the countries of the region, of
environmentai regulations relating to resource extraction, so that one or more countries do not become so-
called "pollution"” o resource extracuon havens" asa resul( of lax env:ronmental standards See Mark J.
Valencia, 1994, g A :
Cooperation, prepared for The Northeast Asia Peace and Secunt) Nerwork of Nautllus Instxtute January.
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5. Cooperate to set up a facility for financing risk reduction with regard to
adoption of clean coal power technologies. This could, for example, involve setting
up a special bank (or fund within an existing institution) for augmenting existing
financing in instances where highly effective air pollution control technologies—or

control technologies new to the region—will be used in a coal power project.
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International Cooperation for
Electric Power Development

Mitsuho Uchida
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Central Research Institute of the Electric Power Industry, Japan

Introduction

Electricity is a very high-quality energy form. Its versatility, flexibility,
adaptability, and amenability to control are unrivaled. There are many applications where
electricity is indispensable, e.g., lighting, communications, and computing. In addition,
the cleanliness, convenience, familiarity, and reliability of electricity make it the energy
source of choice in many other applications. Since electric power is indispensable for
economic growth and modern life, it is necessary to secure a supply corresponding to the
expected or potential increase in demand. To do so the following problems must be

overcome.

Securing a Stable Balance between Electric Power Supply
and Demand

To secure a stable balance between supply and demand, it is necessary to
accumulate know-how regarding accurate forecasting of demand as well as investment
programs. This knowledge must include energy security, environmental measures,
natural resource endowments, and the operational characteristics of each source of
electricity generation.

In the future, it will be necessary to develop a vast range of electricity
transmission and distribution facilities. But electricity supply technologies are very
capital intensive, and there is a shortage of funds in developing countries for such
purposes. In particular, it has become necessary to utilize private-sector funds and
technology, including foreign investment through BOO and BOOT, especially in fields

which are suitable for commercial investment, such as the development of thermal power
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generation facilities. Moreover, in the developing countries there are a large number of
villages which are not yet electrified, and it is necessary to promote rural electrification,
taking into account the possibility of introducing new energy sources. In order for
developing countries in the Asian region to raise capital it will be important to
accumulate technology and know-how in the fields of design, construction, and work
management.

In order to secure a stable balance between supply and demand, it is important not
only to construct new infrastructure but also to promote the efficient operation of existing
facilities. In this context it is necessary, with respect to power generating facilities, to
enhance the efficiency of energy utilization through measures preventing superannuation
of existing facilities, improving operation/maintenance technology, and enhancing
thermal efficiency. With respect to transmission and distribution facilities, it is necessary
to accumulate technology and know-how concerning power system operation and
reduction of transmission/distribution losses. It is hoped that the private sector, including
foreign enterprises, will contribute to the promotion of such operational technology and
know-how as well as actively participate in the operation of such facilities. Apart from
these supply side measures, it is also essential to enhance efficiency in energy utilization
on the part of the demand side through creating an awareness of the necessity of energy

saving and promoting the dissemination of energy-efficient appliances.

Response to Environmental Issues

To cope with environmental problems such as global warming, acid rain and
pollution, it is necessary to structure the best mix of electric power sources, taking into
consideration the effects on the environment, and to adopt measures for efficient energy
utilization on both the supply and demand sides. Response to environmental problems
tends to be tardy in developing countries in Asia and elsewhere, due to a shortage of
technology and funds. It is therefore necessary to promote the utilization of private sector
funds and technology including foreign enterprises that possess relevant technology and

know-how.




292

Accumulation of Know-How Relating to Business Management

To ensure stable management of electricity enterprises in developing countries, it
is important to accumulate know-how relating to electricity business management, such
as ratemaking, financing and investment planning, and to enhance the collection of

electricity bills, as well as the quality of services, including customer services.

Increase in the Need for Improving the Quality of Electricity

In Asian developing countries where the economy is growing rapidly, there will
be an increased need not only for volume of electricity but also for qualitative
improvement of the electricity generated, such as securing stable frequencies and voltage,

and reducing blackout time.

Ensuring the Safety of Nuclear Energy

Some countries have promoted nuclear power development from the viewpoint of
securing supply capacity, ensuring security, and coping with global environmental
problems. But nonproliferation and safety issues also need to be considered and

managed.

Necessity for International Cooperation by Electric Utilities

Ensuring a Stable Balance between Energy Supply and Demand

After experiencing two oil supply crises, Japan's dependence on oil for energy has
been substantially reduced. In the electric utility industry as well, its oil dependence
which exceeded 70% in the 1970s, has now been reduced to 20%. Moreover, the goal of
the Electricity Utility Industry Council is to become less dependent on petroleum.
However, even during low economic growth, which is expected in the future, Japan's
external dependency on fossil fuels will not decrease significantly. Energy demand in

developing countries, particularly in Asian nations, is unlikely to decline for some time to




come and even if Japan's energy consumption levels off, concern about depletion of the

world's fossil fuel cannot be avoided over the long term.

In the short term, the Japanese electric utility industry has to supply inexpensive
and high-quality electricity. Over the longer term, the necessity of securing stable energy
sources and the diffusion and transfer to developing countries of technologies for energy-
saving and high-efficiency power supply will be of benefit to these countries. It wiil also
contribute to ensuring a stable balance between energy supply and demand for developed

countries as well, including Japan.

Changes in Environmental Management

Electricity enterprises in Western countries have entered overseas power markets
because of the limits to domestic growth and the need to make good use of their
unemployed resources. France's Electricity Corporation (EDF) has made use of its idle
resources generated by a slow increase in domestic demand. Britain has utilized those
resources generated from a reorganization of its electric utilities.

In Japan, on the other hand, electric power enterprises have been exerting their
efforts on the domestic market, developing new electric power sources and striving for a
stable supply, with a view to meeting the steadily increasing domestic electricity demand.
However, as electric power consumption increases in developing countries, particularly in
Asia, and with it the need to develop domestic electricity initastructure, Japanese
enterprises active in electric power infrastructure are increasingly expected to get
involved. The efficiency and operational stability of Japan’s power stations, as well as
the technology used for the efficient interconnection of transmission lines, are of the

highest international standards.

Possible Areas for International Cooperation
The management policies of the IPPs which have entered Asian markets seem to
have focused on recovery of investment on a short-term: basis, and in some countries have

resulted in an increase in electricity rates. However, as competition for contracts for IPPs




294

becomes increasingly intense, power purchase prices may decrease. If this occurs,
equipment expenses may be cut to reduce the total investment cost, giving rise to doubts
as to the reliability of the facilities as a whole. Under these circumstances, developing
countries will re-evaluate development through traditional ODA with a view to securing
stable electric power sources on a long-term basis. Then their expectations for assistance
from Japanese electricity enterprises are likely to be even greater.

If many developing countries, including Asian countries, depend on foreign
capital for their electric power development, and are unable to cope with environmental
problems, they will expect sophisticated technology required for the operational
protection and maintenance of electricity facilities and for environmental protection, as
well as for personnel development. Also, assistance targeted to those who live in areas
not yet electrified must not be forgotten.

Environmental Problems

The Framework Convention on Climate Change (FCCC) aims to stabilize the
concentration of greenhouse gases in the atmosphere and to reduce it to the 1990 level by
2000. The industrialized countries are obligated to set their respective targets, adopt
necessary policies and measures, and examine the implementation status (pledge and
review). It is possible to jointly implement policies and measures, and a scheme of joint
implementation (JI) has also been proposed for countries to jointly achieve reduction of
the greenhouse gas load in a cost-effective manner. On the other hand, enforcement
measures Or concrete obligations are not imposed on the developing countries. Their
obligations are only general, such as preparation of a list regarding the state of
greenhouse gas emissions.

Later, at the first Conference of the Fariics (COP 1), held in Berlin from March to
April 1995, the "Berlin Mandate" was adopted, providing for detailed principles for
attaining the objective of the Framework Convention on Climate Change. It was decided
under this mandate to set quantified greenhouse gas reduction argets for 2000 and after,
and to verify the policies and measures for the prevention of global warmming. It is
expected that concrete approaches will be adopted at the third Conference of the Parties to

be held in Kyoto in December 1997. At the first ministerial meeting of APEC held in
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Australia in August 1996, the problems of SOx and NOx, together with the question of
reducing greenhouse gases were discussed as issues to be tackled by the region as a
whole. During the trial period before joint implementation becomes full-scale (2000 is
the target year), activities implemented jointly (AlJ) will be conducted in developing

countries on a voluntary basis.

Actions to Meet Basic Human Needs

Although there is an urgent need to develop electric power infrastructure to supply
the rapidly growing demand in developing countries and electric power development is
being promoted on a large scale by the private sector, there are still many areas without
electricity. While economic development is steadily progressing, the regional inequality
between urban and rural districts has tended to widen. These areas are not connected to
domestic transmission networks for profitability reasons and tend to be ignored by
foreign investors as well.

Although some question the priority of electrifying such areas where life without
electricity is taken for granted, the inhabitants' yearning for electricity is quite strong.
The availability of electricity will improve minimum living conditions, including
education, medical care, and sanitation. In the past, Japan has contributed to rural
electrification in developing countries through JICA's grant assistance and in the form of
grass-roots grant assistance projects by the Ministry of Foreign Affairs. In countries such
as Indonesia and the Philippines, which are comprised of numerous islands, and those
like Laos where population density is low and villages are scattered, rural electrification
is difficult for economic reasons.

In rural electrification projects, utilization of renewable energy sources such as
water and solar power is possible. These electric power sources are desirable because of
their ease of maintenance and operation and their low cost. The "electrification project by
new energies” in Indonesia, under the AIJ Japan Program, both reduces greenhouse gas

emissions and responds to basic human needs.
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Personnel Development

One of the basic principles of Japan's ODA is to support self-help efforts by
developing countries. In order for the developing countries to achieve their objectives by
themselves, development of the personnel who will lead this effort is essential. It is in
line with this principle that JICA regards acceptance of trainees from developing
countries and dispatch of experts to these countries as the major pillars of its technical
assistance program. Just like JICA, Japanese electric enterprises, through specific
technicel cooperation agreements, are also engaged in training. Such training will
contribute to development of critically needed personnel and lead to the structuring of a
relationship of mutual trust between Japan and the countries concerned.

Technological advances in power generation, transmission, and transformation
indicate an increasing need to train personnel in these advanced technologies. There is
also a need for training of personnel in broader social and economic perspectives. For
instance, in China, in order to introduce measures to quickly solve environmental
problems related to power generation based on coal, harmonization of the industry with
the environment and transfer of the related costs to electricity rates are indispensable.
Also, the sustainable development of power plants using water power is possible only
when adequate consideration is given to the natural and social environment and there
exists a local symbiosis. Therefore, efforts in personnel development in software fields,
such as development of legal systems and transfer of management know-how, will

assume greater importance.

Future International Activities by Electric Utilities

Necessity of Internationalization of Japanese Electric Utilities

Past overseas interaction by Japanese electric enterprises appears to have
consisted mainly of cooperation and exchange with developed countries for the purpose
of strengthening management capability. In recent years, however, the necessity for, and

ideas about, international deployment have come under discussion at enterprises. The




question of participation in the Japan Program on Activities Implemenied Jointly is a case
in point. Also, some enterprises are promoting the consolidation of office structures with
an eye toward overseas deployment, such as establishment of an international affairs
department or team. At the same time, taking into account the future environment for the
domestic electricity industry, it will also be important to consider the possibility of
extending technical and economic assistance to, and entering into the markets of,

developing countries in the following ways.

Personnel Development for International Deployment

A shortage of personnel is regarded as a major bottleneck in overseas deployment
by Japanese electric enterprises. The development of personnel familiar with
international cooperation and business and of related know-how is not something to be
achieved overnight but rather in a step-by-step manner through activities such as
international exchange and technical cooperation. One way would be to participate in
various technical assistance projects based on official funds or to promote independent
technical exchange/cooperation activities. Also, apart from projects based on official
funds, the independent training systems of electric enterprises could be used to foster
personnel who are well-versed in international affairs. It would also be possible to
acquire know-how through technical collaboration with foreign electric enterprises with
records of achievement in the international arena, such as the hiring of foreign citizens,
engineers, and financial advisers. Acquisition of international talent, experience, and
know-how through such activities and, moreover, creation of personal connections with
the relevant countries, will also help promote cooperation with developing Asian

countries for the development of their energy infrastructure.

Participation in Business

Japanese electric enterprises have engaged mainly in domestic electric power
supply. Serious efforts in international! deployment began after May 1996 when separate
accounting was introduced. However, this initiative has not proceeded much beyond

technical cooperation or information exchange. Needless to say, participation of Japanese
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electric enterprises in overseas electric power markets is a matter to be decided by the
management and corporate strategy of individual enterprises. Much is expected of the

Japanese electric power industry regarding overseas involvement.

Environmental Problems

In the field of electric power, thermal power generation is closely related to local
and global environmental problems, and Japanese electric utilities have long provided
technical assistance in desulfurization. At the third Conference of the Parties (COP 3) of
the Framework Convention on Climate Change in Kyoto toward the end of this year,
measures for the prevention of global warming will be discussed in more detail.
Discussions are also expected on specific Activities to be Implemented Jointly, schemes
for trading of emission rights and cooperation with developing countries. It is essential
for the electric power industry to participate in these discussions and to adopt further
active approaches toward global environmental problems. Japanese electric enterprises
have advanced technological capability in the following fields and could make wide-
ranging contributions:

e High-efficiency thermal power generation using coal: supercritical pressure power
generation technology, and coal gasification power generation technology; and

e Environmental load reduction technology: desulfurization technology, denitration
technology, and technology for effective utilization of power plant waste.

Also, along with environmental problems, saving energy in power generation and
transmission/distribution systems on the supply side has become a major issue in the
context of increasing energy consumption in developing countries. In this regard,
Japanese electric enterprises have advanced technology in, for example, introduction of

high efficiency in transmission networks and Demand Side Management (DSM).

Responding to Human Needs

In Japan, empirical testing of a small dispersion-type hydro power generation

plant began as part of an information-gathering project on water power development
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technology. This project makes use of the framework of the 1995 Implementation
Agreement on Waterpower of the International Energy Agency (IEA), and aims to
support the development of small hydroelectric power plants in Southeast Asian countries
where many unelectrified villages exist.

The present project aims to contribute to overall enhancement of water power
development technology in developing countries through support for the construction of
dispersion-type hydroelectric power plants utilizing undeveloped water energy in
unelectrified villages. It also aims at cost reduction and ease in maintenance. A simple
system meeting local conditions is under study.

Developing countries face common problems in the development of water power,
such as global environmental problems, maintenance of the compatibility of water power
development and global environmental preservation, and the economic efficiency of
development sites in remote areas with small populations. A preparatory meeting was
held in October 1995 aiming at the conclusion of an implementation agreement for
international technical cooperation relevant to these problems. The Implementation
Agreement on Water Power was approved by the Council of the International Energy
Agency in 1994,

Joint work under this agreement consists of the following five areas, and will be
implemented in five years extending from 1995. Japan participates in ANNEX-3 and
ANNEX-5.

ANNEX-1 Water power redevelopment technology;

ANNEX-2  Smali- and medium-scale water power development

technology;

ANNEX-3 Hydroelectric power generation and the environment;

ANNEX-4  Water power development plan and operation; and

ANNEX-3>  Water power development training program

The participating countries are Japan. Canada, France, Italy, Norway, Spain,
Sweden, Finland, United Kingdom, and China. In Japan, the New Energy Foundation

(NEF) is the executing organization.
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Personnel Development

Development of personnel for operation and management
of high-tech thermal power plants

Recent technological progress in thermal power plants is remarkable. Design
conditions are moving from subcritical to supercritical conditions by increasing the steam
pressure and temperature. The LNG combined-cycle power plant is also a leading-edge
thermal power plant. In developing countries including China, supercritical pressure
thermal power plants have recently been introduced and combined-cycle power plants are
to be emphasized. However, there is a potential shortage of personnel for operation and
maintenance of technically-advanced supercritical pressure thermal power stations. In
developing countries, it is possible to construct such sophisticated power plants with the
cooperation of plant builders and engineering companies. But this approach usually does
not transfer the required technology for operation, maintenance and design of such plants.
Thus it is urgent that personnel be trained in such technology.

To train personnel, it is important to use facilities that simulate a real technically-
advanced power plant, such as a supercriticai pressure plant. However, such facilities in
Japan are fully occupied just meeting the needs of the electric enterprises. Therefore,
such facilities could be constructed for the purposes of training personnel from
developing countries. It would therefore be useful to undeiizke a feasibility study of the
functions which the facilities should fulfill, their desired locations, the project plan, and
the funding sources.

Utilization of personnel having experience in overseas operations

When Japanese electric enterprises begin to consider overseas deployment as part
of technical cooperation or their business operations, the first problem is to find personnel
with experience in overseas operations. Business operations abroad are entirely different
from domestic operations. They require the conduct of business in a foreign language in
different economic and social conditions. Personnel with this experience are
indispensable. = Compounding the problem is that construction, operation, and

maintenance of power plants or transmission and distribution facilities requires persons

both well-versed in overseas affairs and possessing highly specialized technical
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knowledge. Since Japanese electric enterprises have so far been engaged mainly in

domestic operations, such personnel are rare.

On the other hand, Japanese machinery manufacturers and engineering firms have
substantial experience in the supply of infrastructure to foreign power plants, and thus
have many technical experts with rich overseas experience. These personnel could be
used by electricity enterprises when they wish to extend their operations overseas.
Therefore, it is important to undertake a manpower study to determine the availability and
the ways and means of mobilizing personnel with experience in overseas electricity

business operations.
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Comments

Kim Byong Jun

Section Chief

Pyongyang Electricity Design Institute
Democratic People’s Republic of Korea

One of the most important problems is the supply of electricity to the FETZ. The
Sonbong Thermal Power Station has two 50,000 kw turbine generators and one 100,000
kw turbine generator, and thus a total capacity of 200,000 kw. By connecting a 110,000-
volt transmission network with the thermal and hydropower stations in the northern
DPRK, this power station can provide reliable, good quality electricity, both inside and
outside the FETZ, to facilities in the ports and the electrified railways.

The immediate task is to raise the efficiency of the boilers and turbine generators
in the Sonbong station. The initial plan is to increase the generating capacity of the
Sonbong Thermal Power Station to 400,000 kw. Eventually it will be increased to 1.4
million kw to meet the expected increased demand in the FETZ. This increased capacity
will also require the expansion of the transmission network. Preparations are underway
to build networks transmitting 110,000 volts and 220,000 volts by upgrading the present
60,000-volt transmission network. The voltage in the distribution network will also be
gradually increased from the present 3 kw to 10 kw. Its frequency is 60 khz. Investment
in these projects through contracts and equity joint ventures would be welcome.

It is also urgent that the riparian countries of TREDA co-operate in the electricity
sector by connecting power transmission lines in the Rajin-Sonbong FETZ with those of
Hunchun, China and Khassan, Russia. To accomplish this, a multinational cooperative

organization comprised of the riparian countries should be created to solve the scientific,

technical, and practical probleins pertaining to sufficient electricity supply in the area.
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Comments

Alexander Ognev

Chief, Long-Term Planning
Vostok-Energo
Khabarovsk, Russia

Dr. Valencia reported on the possibilities of coopei‘ation between the energy sectors of the
countries of Northeast Asia. I hope that our conference will become the first step to the
realization of these possibilities.

The Russian Far East has considerable possibilites for full-fledged participation in
international energy cooperation. The Russian firm Vostok Energa, the Unified Energy
System of Russia, has been created to coordinate the activities of all energy companies in
the Russian Far East. Vostok-Energo deals with policy issues in the energy sector,
projected requirements, energy uses, justification for the construction of new energy
consumers, and the coordination of finances.

In our opinion, the creation of a mechanism for international cooperation in
energy will become an important factor in the stabilization of the economy of the Russian
Far East. We welcome proposals regarding the creation of a Northeast Asian Energy
Forum, and we hope that the Russian side will be able to participate in all of the forum’s
activities. The coordination of efforts in energy is obviously necessary in the following
areas: the exploitation and processing of oil and gas; the development of coal mining
enterprises; the building and modernization of energy enterprises; the trade in energy
resources; the import and export of electric energy; and management.

Organization of the international energy forum will bring difficulties, and a
maximum effort is required to realize these goals. In the energy sector of the Russian Far
East, the greatest emphasis must be placed on the following:

1) Export of energy resources to Northeast Asian countries;

2) The attraction of foreign investment and modem scientific technology into the

production and distribution of energy resources;
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3} The creation of stable laws to support these activities;

4) The use of Northeast Asian expertise and technology for energy-saving
programs; _

5) The creation of effective international units in the different energy sectors; and

6) The coordination of inter-state energy policy to meet ecological standards.

The Russian Far East can participate most effectively in realizing these objectives.
Four large hydroelectric stations with established capacities of 3.33 hecawatts are under
construction. With established capacities of 2.4 heca watts, the Burei and lower Burei
hydroelectric stations offer the greatest potential for international cooperation. After the
completion of hydroelectric construction for the years 2000-2005, the energy balance of
the southern part of the Russian Far East will tie stabilized and the export of electric
energy up to 0.6 hecawatts and up to 2 hillica kilowatt hours will be possible.

Potentially, it would be possible to export much more energy from the Russian
Far East. In early 1997, a number of leading Russian institutes with the cooperation of
the Siberian Energy Institute of the Russian Academy of Sciences investigated the
potential creation and uses of electric energy for Sakhalin Island. The primary purpose of
this work was the establishment of possibilities for the export of 4-6 hecawatts to Japan
through the construction of a direct transmission line acrosss the straits to Hokkaido.

Thus the Russian Far East can be an important supplier of energy to Northeast Asia.
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Potentially, it would be possible to export much more energy from the Russian
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Comments on the Environmental Sector

Choi Dae Sun
Researcher
Committee for the Promotion of External Economic Cooperation

Democratic People’s Republic of Korea

Environmental protection work is being vigorously carried out in the DPRX based on the
environmental protection policy and laws of the government and the requirements and
principles of the “Rio Declaration” and “Agenda 21.” To implement the biodiversity
convention, a national action program has been prepared to investigate and register
endangered species. Legal measures to protect the natural environment and endangered
species taken by the State include the establishment of six nature preserves, 14 plant
preserves, 15 animal reserves, six seabird reserves, and five marine resource reserves.
Mt. Paekdu has been declared an international Biosphere Reserve.

The development plans for the FETZ include the objectives of environmentally
sound and sustainable development. The main focus is the protection of the water quality
of the Tumen River, which is an international water body, and the sea area along the coast
of the FETZ.

International cooperation is important because by its very nature, environmental
protection is an international issue and success cannot be achieved without the active
cooperation of the relevant nations. To enhance such cooperation and ensure that all
relevant nations properly fulfill both their national and international responsibilities to
protect the environment, the countries’ capacities to do 50 must also be enhanced. I
appeal to interested countries to help train human resources and to equip them with
modern instruments for monitoring and managing the environment. Otherwise, it will be
impossible to accumulate and exchange information on the environment and to formulate
a proper scientific strategy to protect the environment. Interchange and international
support in this field conforms with international principles and environmental ethics. It is
the DPRK’s intention to make a substantial contribution to the protection of the

environment, to achieving sustainable development in the Asia-Pacific region through
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international cooperation, and to the fulfillment of its national and international

responsibilites in environmental protection.
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Environment and Development

D. Baasandorj
Secretary, Ministry of Environment
Mongolia

I am delighted to have the opportunity to attend this symposium and to share and
exchange my thoughts and opinions with the delegates of Northeast Asian countries on
environmental issues in development. In the report, I intend to address environmental
issues and development, emerging environmental problems associated with development,

and ways to solve these problems.

Mongolian Environmental Protection and Natural Resource
Management Policies

The traditional Mongolian view toward protecting the environment is based on a
philosophy of a progressive correlation between humans, nature, space, and time.
Mongolians have respected mother nature as a life-sustaining force and developed a
unique nomadic lifestyle and customs which fit their swrtounding environment. As a
result, Mongolia has been one of the few countries which have kept their environment
relatively untouched and pristine.

However, the Manchu dynasty’s partitioning of Mongolian territory from the 18"
until the early 20" century, the European ideology of socialism, and its derivative, a
centrally-planned economy which lasted for 60 years, greatly changed the spatial
organization of the Mongolian lifestyle which had developed over many centuries.
Because of the centralization of the population and production into a small number of
cities and the inefficient exploitation of natural resources, the natural environment has
been damaged.

Fifty percent of the country’s total farmland has eroded, soil fertility has

decreased by 20%, one-third of all pastureland has been overgrazed, one-third of all forest
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has vanished, and animal reserves have diminished by one-fifth. Five million hectares of
sand in the Gobi region have been eroded by wind; over 300 lakes, rivers, and streams
have dried up; and over 100 endangered species of plants and animals are about to
become extinct. Because the air, water and soil in urban areas are heavily polluted,
thousands of people use water that does not meet the basic health standards. In the cities
of Ulaanbaatar and Darkhan, the air pollution in winter is three to five times the legal
limit.

The increasing scarceness of natural resources and the decreased quality of the
living environment have had a very negative impact on national economic growth; indeed
they were a factor in Mongolia’s entry into social crisis in the early 1990s. The
production of lumber and wood products, agricultural productivity, coal mining, and
production of cement, bricks, chalk, and other building materials decreased by large
amounts, resulting in the closure of some factories.

This crisis was a result of the exclusion of environmental prctection from national
economic and social development strategies and the failure to properly evaluate the
reserves of natural resources and to maintain an ecological balance. The Mongolian
legacy of traditional respect for and worship of nature has faded over the last few
decades, as has the ancient Mongolian tradition of maintaining a balance between
population, production, and nature through spatial allocation of activities.

In the 1990s, Mongolia began to pursue democracy and chose a new goal of stable
growth based on efficient and appropriate use of natural resources and comparative
advantage. According to the new Mongolian constitution which was approved in 1992,
Mongolian territory and natural resources are subject to public ownership and
government protection. The new constitution also legalizes the citizens’ right to live in a
healthy and secure environment. Maintaining the ecological balance is now an integral
part of national security.

A series of laws regarding use and protection of land, minerals, water quality,
forests, animals, plants, and the atmosphere have been passed and put into effect over the
last few years. They constitute a legal framework for environmental protection. When

these laws were written, the guiding principle was to increase the responsibility and the
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cooperation of government, citizens, businesses, and organizations in environmental
protection. Building this sense of responsibility and cooperation was necessary to
implement the strategy of protecting the ecosystem by fully evaluating the amount,
capacity, and quality of natural reserves and using the natural resources without harming
their long-term productivity. Also, the laws enforce the “user-pays” and the *“polluter-
pays” principles. A law requiring payment for the use of forest, water, animal reserves,
and natural plants has been passed. And the laws requiring payment for the use of land
and mineral wealth came into effect on 1 July of this year. Revenues based on this law
have yielded to state and local governments, revenues of five billion tugrug or about six
million US dollars. We intend to determine the capacity of the natural environment, set
related standards and norms, and choose development projects by evaluating their effects
on the natural environment.

The basis has been established for the expansion of bilateral and multilateral
cooperation with other countries regarding environmental protection. Within the last five
vears, Mongolia has made six agreements with neighboring countries on cooperation in
environmental protection, and we have joined the seven most important international
conventions. However, it will require much more time and capital to limit environmental
loss, restore the damaged environment, and strengthen the ecological basis of stable
growth.

Because of Mongolia’s limited financial resources, unstable economy, and
increasing poverty, unemployment, and social disorder, it is very difficult to attract public
attention to environmental protection issues and to solve emerging environmental
problems. Since we have not taken firm steps to maintain the ecological balance, some
ecologically inappropriate and offensive activities are ongoing. These include cross-
border transport of forest products, animals, and plants; the mining of gold and building
materials with outdated, wasteful technology; and pollution of beautiful scenery through
insensitive tourism developments. There is no vision and long-term plan for the
protection of our greatest asset — the natural environment. Newly-organized business
enterprises and organizations are more interested in making profits and focusing their

production and services in the capitol and other large cities, thus increasing the ecological
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load in urban areas. As a consequence, many people are moving from the countryside to
the city. Such migrations depopulate the remote areas and negatively impact provinces
with lower natural capacities.

Considering the above facts, the Mongolian Great Khural has set a goal of
developing and implementing a national ecological strategy. We intend to continue and
to enrich the Mongolian tradition of development based on consideration of the
distribution of the population, natural resources, and production centers. The economic
and ecological joint policy has the strategic purpose of implementing social development
in harmony with the natural environment as proposed by the United Nation’s
“Environment and Development” Conference in 1992. This strategy includes the
proposal we made at the Rio Conference to give Mongolian territory a special status. The
Mongolian government is clearly planning to develop a relatively independent economy
which meets both social and ecological requirements.

The government considers the natural environment to be one of the country’s
main assets and intends to increase nature’s productivity without decreasing the quality of
natural resources. Thus, we must increase our national capacity to protect the
environment. First, we need to create an understanding of the concept of stable growth
among the population. To solve existing ecological problems, we are paying special
attention to developing a new system of strategic policy and planning which uses legal,
economic, technical, and organizational mechanisms. The policy will reflect ecological
strategies in production, infrastructure, and in social, scientific, legal, and foreign
services, as well as the required governmental support and intersectoral cooperation to

implement the strategies.

Effective Regional and Sub-Regional Cooperative Mechanisms

Mechanisms of environmental cooperation exist at the regional and sub-regional

levels. Five regional conferences have been held among specialists who discussed

current environmental issues and information exchange programs. Further, a Northeast

Asian environmental program has been produced. During the third Northeast Asian
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Environmental Cooperation Conference organized by our government in September of
1996, for the first time, all Northeast Asian countries (North Korea, South Korea, Japan,
Mongolia, China, and Russia) agreed on the general direction of Northeast Asian regional
environmental cooperation. And in 1995, participants of the Tumen River Program
signed in Beijing an agreement on environmental protection regarding “Tumen River”
economic development. Mongolia has also participated in and supported the Eco-Asia

Forum organized by the Japanese government

Correlation of Environmental Issues with Developmental Issues

The Mongolian government — following the recommendations of the United
Nation’s Environment and Development Conference, the 21* Century Program, and the
Rio Declaration — is working towards the goal of steady growth and development. The
Mongolian Program for the 21 century began with the purpose of integrating economic,
social and environmental issues with national development planning. A National Council
on Stable Development was added to the economic, social, and environmental
departments in the provinces and cities. It is in charge of reviewing the development of
the 21" Century Programs for the provinces. The stable development councils are in fact
in charge of these other departments, and work to inform citizens of ongoing
environmental issues.

We have carried out several projects on public awareness of the concept of stable
development. The National Environmental Trust Fund has been established to support
and assist the implementation of stable development decisions together with social and
economic policies. We are looking for various kinds of support and assistance from
donor countries, international investment and private foundations, and foreign non-
governmental organizations to help implement the Mongolian Program for the 21%
Century.

Implementation and improvement of present laws and regulations in a market
economy will help assure stable development. This will in turn will create a commodious

legal and economic environment for the development of economic infrastructure. In this
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regard, it is particularly important to decrease the poverty rate through the development
process.

The Mongolian government is working hard at reducing the negative impact on
society and the economy brought about by natural disasters. Because Mongolia has a
relatively large territory, it is very important to implement appropriate policies regarding
land exploration, territorial relations, and economic relations. I thank you all for your

consideration that the environment is an inseparable part of development.
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Development and Environmental Problems

Kikuo Tsukamoto
Managing Director
Around Japan Sea Economic Exchange Conference

Hokuriku, Japan

I would like to talk about the serious damage we have suffered from oil spilled from the
wrecked Russian tanker Nakhodka in the Sea of Japan in January, 1997. At the time of
the accident, there was a storm with high waves, and low temperatures. The spilled oil
had a high viscosity and the low temperatures caused the heavy oil to sink, become sticky
and tough, and transform into a solid state.

The stormy seas prevented cleanup of the oil slick and great amounts washed
ashore along the coastline of Hokuriku. When we could, we had to scoop up the floating
oil using dippers attached to long poles extending from fishing vessels. Machines to
clean up the stranded oil could be used in only a few areas because of geographical
restrictions. Thus much of the work was manual, including the removal by hand of oil
stuck to rocks. Thus the cleanup operation was completed with great labor and expense
by volunteers from all over the country as well as the local residents. These efforts
restored the beaches to the state where swimming is possible this coming summer.

The Hokuriku district is one of the best sightseeing spots in Japan, blessed with
beautiful scenery and abundant marine life. Owing to the heavy oil washed ashore, its
image has been degraded and the number of tourists has greatly decreased. The affect of
the oil spill lingers still. Long-term research is required to determine if and how heavy
o1l which has sunk to the bottom of the sea will affect marine life.

Negotiations over compensation for damages is another problem. Once the sea is
contaminated, it takes a great deal of labor and a vast sum of money to restore it. The Sea
of Japan is semi-enclosed. In the event of such an accident, other coastal areas facing the

Sea of Japan may suffer damages depending on the current and wind direction. Thus we
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strongly hope that the countries which share the Sea of Japan will consider such accidents
as their own problem and cooperate in the protection of the environment.

Environmental problems in development extend far beyond marine pollution such
as that caused by the oil spill from the Nakhodka. Therefore, when we discuss economic
development, environmental protection should always be a major consideration. This
unfortunate disaster did, however, result in the Northeast Asian Municipalities Summit on
Environment which was held in Toyama Prefecture on 22 July 1997. The countries
surrounding the Sea of Japan were requested to cooperate in environmental protection.
At the same time, the Northeast Asia Environment Cooperation Center was established in
Toyama Prefecture and enterprises focusing on environmental conservation were also set
up. We have prepared brochures concerning this and we hope you will take the time to
review them.

We greatly welcome the movement toward cooperation between the Sea of Japan
nations for environmental conservation and strongly hope for its progress.

Thank you very much for your attention.
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Comment
Special Economic Zones

Li Wenshan
Deputy Mayor
Hunchun City, China

Hunchun is located at the lower reaches of thé Tumen River area where China, the
DPRK, and Russia join. The area of Hunchun is 5,120 square kilometers and its
population is 250,000. Hunchun meets the Russian Primorski area in the southeast along
a 232.7 kilometers-long boundary. It faces Hamgingbukdo in the DPRK to the southwest
across the Tumen River along a 139.5 kilometers-long boundary. Contact exists through
Hunchun Port, Shatuozi Port, and Quanhe Public Passage by which people and cargo
move between Russia and the DPRK. Fangchuan Village in Hunchun is situated at the
very point where the three countries join.

Hunchun is 15 kilometers from the Japan Sea. The river is a unique passage from
the Chinese interior to the Japan Sea, and Fangchuan also has access to Russia, the east
coast of the DPRK, and the west coast of Japan. It is 750 kilometers from Fangchuan to
Pusan in the Republic of Korea (ROK), and 850 kilometers to Niigata in Japan. Posiet
Port in Russia is only 42 kilometers away, and Rajin port in the DPRK is only 48
kilometers away. Advantages of geography provide Hunchun and the lower reaches of
the Tumen River area conditions to become a future cargo hub in Northeast Asia.

Hunchun is also rich in natural resources. There are 25 types of metal and non-
metal resources, in which coal and gold are dominant. The coal reserve is 778 million
tons. the largest coalfield in Jilin Province. The second largest gold belt is also situated
here as are many valuable non-ferrous metals like copper, tungsten, lead, zinc, and tin, as
well as non-ferrous metals. Forest covers 76.5% of the area, and the volume of water
resources is 2.43 billion cubic meters. There are 24,000 hectares of cultivated land,
16,000 hectares of grassland, and 15,000 hectares of water. There are more than 1,000

species of wild animals and many wild plants available for development. Ginseng and
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pilose antler are abundant. Hunchun has a nearly maritime climate, i.e., it is warm in the
winter and cool in the summer. With its long history, many historical relics and beautiful
scenery, Hunchun has the potential to become a tourist destination.

Hunchun is an important nexus for Northeast Asia. Here advanced technology,
equipment, management, capital, rich resources, and labor can complement each other.
UNDP regards this area as having a great potential as a global trading and cargo hub for a
huge industrial development program, and supports projects in the area. UNDP suggests
that US$30 billion in investment is needed over 20 years to transform this area into the
Rotterdam of the East, or a second Hong Kong. On 12 December 1995, the five
governments of China, the DPRK, Russia, the ROK, and Mongolia joined in an
“Agreement Establishing the Tumen River Economic Development Area and the
Northeast Asia Development Coordinating Committee,” and a “Memorandum on the
Tumen River Economic Development Area and the Northeast Asia Environment.” These
documents represent a new milestone in multinational cooperation.

The Chinese government has paid great attention to the development of the lower
reaches of the Tumen River Area. Because Hunchun is the frontier representative of
China in the development of this area, on 9 March 1992, the State Council approved
Hunchun as an open border city. This action established the Hunchun Border Economic
Cooperation Zone, and relevant preferential policies. The State has also invested much
capital to develop infrastructure here. A leading group involving the State Planning
Committee and other ministries has been set up to take charge of the development of
China’s portion of the lower reaches of the Tumen River. To show their support, the top
leaders of the Chinese government have often visited Hunchun. When General Secretary
Jiang Zemin visited Hunchun for the second time in June 1995, he endorsed efforts “to
develop Hunchun, develop the Tumen River Area, and make friendly, cooperative
relationships with the countries of Northeast Asia.” This statement shows the intention at
the highest levels to develop Hunchun and the Tumen River area.

Hunchun has made considerble progress in opening access to the sea. The
international railroad connection from Tumen via Hunchun to Mahalino in Russia was

completed in October 1996. An international railway transshipment station is under
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construction. A container transportation route from Hunchun via Vladivostok and
Nakhodka in Russia to Pusan in South Korea has been opened, and a land-water route has
been operating from Hunchun via Zarubino in Russia to Japan and Korea, as has the
international route from Hunchun to Slavyanka in Russia, and the liner route from
Hunchun via Rajin in the DPRK to Pusan in South Korea. Two passenger/cargo liner
routes from Hunchun via Zarubino in Russia to Soocho in Korea, Niigata in Japan, and
Hunchun via Rajin in the DPRK to Soocho and Niigata are almost completed. To
enhance Quanhe Border Public Passage, the Chinese government has early this year
approved the passage of people from third countries.

Second, infrastructure has been improving. The total investment for infrastructure
in Hunchun since 1991 has been four billion yuan. The Hunchun Mineral Bureau has the
ability to produce 2.5 million tons of coal. The Hunchun Power Plant has two sets of
100,000 kw generators, and the plant is undergoing the second stage of construction of a
600,000 kw generator. Large- and medium-sized airplanes can take off and land at Yanji
airport, which is 115 km away from Hunchun. Telecommunications and movable
telecoms are very convenient. The water supply, electricity, and heating are satisfactory
at present and can be expanded. Touristn facilities such as hotels, restaurants,
entertainment, and shoppping centers are all improving.

Third, the Hunchun Border Economic Cooperation Zone has itself made great
progress. The Zone was approved by the State Council as a state-level zone on 14
September 1992. The planned area is 24 square kilometers south of town, and the inital
area being developed is five square kilometers. This area has enterprises engaged in
manufactunng, financing, trade, warehousing, and tourism. Since the Zone’s
establishment, 200 million yuan have been invested in the construction of infrastructure.
The Zone owns production facilities, including the infrastructure to supply water, heat,
electricity. drainage, telecommuncations, and roads, and has other facilities such as a
bonded warehouse, standard factory buildings, a trade market, a school, and a hospital.
Forty-one projects have been implemented, of which 29 enterprises have begun operation,

with 996 million yuan invested from South Korea, Japan, Hong Kong, Macao, and

Taiwan.
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Fourth, the economic environment is improving. In order to hasten the
development of Hunchun, the State and Jilin Province generated many preferential
policies on land use, leasing, transfering, taxation, import-export trade, and the approval
of projects. Meanwhile, the State allows tax reductions and exemptions for enterprises
inside the Zone within fixed time periods. To encourage domestic and foreign
investment, the Hunchun government has also formulated preferential policies in 12
categories, and compiled comprehensive development plans and related industrial and
professional plans. Recently, Hunchun formulated “The Preferential Policies and
Administrative Provisions of the Hunchun Municipal People’s Government.”

Fifth, there has been progress in encouraging investments. We have been paying
much attention to attracting investments for development projects. Currently, 67
industrial enterprises are operating in Hunchun with foreign investment, mainly from the
ROK, Japan, Russia, the DPRK, Hong Kong, and Taiwan. The actual investment is US
$91.45 million. The enterprises include 40 industrial projects, three farming projects,
forestry, and husbandry. The rate of non-productive projects has dropped.

Sixth, border trade with Russia and the DPRK is expanding, and the variety of
goods traded is increasing. The total import-export volume of municiple companies in
1996 was US$30.43 million. This year the joint efforts of the Chinese government and
the DPRK opened the Quanhe-Wonjon border trade market. The development of the
Hunchun Border Economic Cooperation Zone obviously promotes the local economy.

Hunchun will implement the following principles in its development:

(1) Uniting openness, development, and stable cooperation so that the latter
promotes the former;

(2) Combining autonomous with cooperative development so that the former
promotes the latter;

(3) Combining expanding openness and development construction so that the
former promotes the latter; and

(4) Protecting the environment as construction proceeds.

The near-term goal is to increase the Gross National Product to two billion yuan

as the population increases to 300,000 by the year 2000. an annual increase of 30%. The
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Gross Industrial Output (GIO) is expected to increase annually by 40%, or 2.5 billion
yuan. The import-export trade is expected to increase annually by 50%, to US 3300
million, and the throughput of ports is expected to reach three million tons.

The long-term goal to 2010 is a population of 800,000 and a GNP of 10 billion
yuan, an increase of 18% annually, a GIO increase of 20% annually to 16 billion yuan,
and an import-export trade increase of 20% annually to 2 to 2.5 billion. In order to
realize these goals, Hunchun will increase the opening of the Tumen River area, improve
the Economic Zone, ports and infrastructure, develop tourism, and promote export-
oriented agriculture. Thus Hunchun will become a high-quality window through which
China participates in Northeast Asian regional economic cooperation.

Under the principles of world peace, cooperation, development, and mutual benefit, let us
seize the opportunity for regional economic cooperation in this beautiful, rich, and

hopeful land that is Northeast Asia.
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Comment

Rajin-Sonbong
Free Economic and Trade Zone (FETZ)

Hwang Hyon Choi
Researcher
Committee for the Promotion of External Economic Cooperation

Democratic People’s Republic of Korea

In the first stage up to the year 2000, tie plan is to enable the FETZ to function as an
international transit transportation base by reconstructing and modernizing the existing
railways, roads, and ports, develop tourism, and create a positive investment climate. The
second stage from 2001-2010 will focus on development of a comprehensive and modern
international interchange base.

I propose the establishment of a transportation development organization. This
enterprise could build a circuit railway by connecting the railways of the three riparian
countries which have already been built or are being built, e.g., Rajin-Namyang-Tumen-
Hunchun-Kraskino-Khassan-Rajin. It would also be possible to build a transcontinental
railway running from Choibalsan, Mongolia through Aershan, China to Changshun-
Tumen-Rajin. 1 also propose that we jointly develop and effectively utilize the energy

resources within the region.

Ports

There are four free trade ports inside or in the vicinity of the FETZ-Rajin,
Chongjin, Sonbong, and Ungsang. Their present total capacity of cargohandling is 13
million tons/year and this will be increased to 130 million tons/year by 2010. With the
opening of the sea route for containers between Rajin and Pusan by the Hyonting Group
of China in December 1995, a new frontier has been opened regarding transportation of
transit cargoes through Rajin Port. Some 3,000 TEU containers were handled on this

route last year. Also, by laying Russian broad tracks right up to the berths, Rajin can now
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receive Russian wagons without changing the bogies. Russian transit cargoes such as
fertilizer, alumina, and timber are presently being shipped through these ports. Last year,
203,000 tons of Russian transit cargoes were transported through Rajin Port.

Of course, these amounts are still small, but transportation of transit cargoes
through Rajin and Chongjin ports is considered competitive by many cargo owners. At
the Niigata Forum held at the end of January 1997, a delegate from the Hunchun East
First Hosiery Co., Ltd., a China-South Korea joint-venture company, said that opening the
Rajin route greatly reduced the transport distance and costs. The cost per TEU container
had been US$2,100 from Pusan through Vladivostok to Hunchun but it was now only
US$1,300 from Pusan through Rajin to Hunchun. He also said that transportation

through the Pusan-Rajin route reduced the time by 3-5 days compared to using Dalian.

Railways

A 405 km circuit railway has been built along the Tumen River bordering China
and Russia. As laid out in the Master Plan for Land Development, the entire section of
the railway has already been electrified and 34 km (8.4%) is double-tracked.

The existing cargo capacity of the railway is 11 million tons/year. The intention
is to improve the equipment and facilities at the border railway stations of Namyang and
Tumanggang as the demand for transit cargo transportation increases and, eventually, to

create a cargo handling capacity of 1.1 million TEU containers annually.

Roads

Like the railway, there is a 385 km loop road along the Tumen River. The road is
connected to China by bridges at seven points. Right now, 61 km of road between Rajin
and Wonjong, bordering Hunchun, China, is being widened through a joint venture with a
Hong Kong company. The roadbed will be completed by the end of this year and paving
will be completed by next year. Meanwhile, the roads between Chingjin-Hoiyong, Rajin-
Namyang and Chingjin-Rajin will be reconstructed and expanded to meet the increasing

demand for transportation.
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Airports

In preparation for the construction of an international airport at Sonbong in the
FETZ, the plan and design have been prepared and the area has been surveyed. Because
of the large cost and considerable time required to construct an airport, a helipad has been
constructed in the interim. Eventually, local and international air routes will be opened

inciuding that between Rajin and Yanji.

Water |

There are several reservoirs with a capacity of over 20 thousand m3/day, but these
cannot meet the increasing demand for water. Development of underground water and a
supply of industrial water from the Tumen River are planned, and preliminary exploration

of water resources has already been carried out.

Service Facilities

The 200 bed Rajin Hotel was completed and inaugurated in the FETZ in
September last year on the occasion of the Rajin Intenational Investment and Business
Forum. Tourist quarters and facilites have been constructed in several places along 130
km of beautiful coastline. They include five special tourist accommodation sites,
including the Pipa tourist quarters which consists of ten buildings with a capacity of 200
beds. The present accommodations can house over 1,000 people.

A ground-breaking ceremony for the first stage of a 200-bed, five-star hotel, with
an investment of US$180 million by the Emperor Group of Hong Kong, was held on 1
February this year. The foundation is now completed and the hotel will open in April
1998.

In addition, various service facilities are being constructed, including the Rajin
People’s Hospital being built by an international Catholic association; ground-breaking
was in April 1997.




327

Comment

Nobuyuki Sekiyama
Managing Director
Institute for Northeast Asian Studies, Japan

I am the Managing Director of the Institute for Northeast Asia Studies (INAS), which was
established in Tokyo in May 1996. I shall begin with a brief background of INAS which
will provide you with a sense of our progress thus far. The beginning of our institute’s
operations is closely related to the development of the Northeast Asia sphere of exchange.
First, although our institute’s main representative is Professor Twu Jaw-Yann of Nagoya
University, the character of INAS is not limited to that of a typical academic or research
think tank. Rather we are striving to create a diverse network that includes politicians,
administrators, businesspeople, labor unions, and citizen groups. Our goal is to gather the
many results of studies on the Japan Sea (East Sea) rim made to date and to produce a
concrete synthesized product.

Second, our institute was established in Tokyo, the political and economic center
of Japan. Until now it has been the Japan Sea localities which have taken the initiative to
advance Japan Sea rim research. Back in 1990, Dr. Cho started the Northeast Asia
Economic Forum. In November of that same year, when I was a Japan Socialist Party
(JSP) representative from Niigata, the JSP started the Japan Sea Rim International Forum.
Representatives from the Soviet Union, China, the ROK, the DPRK, and Mongolia
participated in that meeting. The fact that both the ROK and the DPRK participated left
us with a deep impression that the Cold War was finally over. The Forum has continued
annually, later taking place in Otaru. Kanazawa, Fukuoka. and Akita. In particular, I
remember the third Forum in Kanazawa, in which Dr. Cho delivered a speech on the
development of the Tumen River area.

I wish to stress that in Japan the drive to promote progress in the Japan Sea rim
started and continues at the local level. However, as we can see from the development of
the Tumen River area, the aspirations we have for the Japan Sea rim area will not be

realized without the involvement of the central governments, and it has become clear that
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adjustments in the interests and efforts of the localities are needed. Thus it is clear that it
was important and necessary to establish INAS in Tokyo. For example, the Japanese
govermnment was invited to become an official member of the Consultative Commission
for the Tumen River Development Area. I want to assert in this conference that INAS is
actively working to see that the government moves from its present status as observer to
official member as soon as possible.

Third, the distinctive characteristics of this post-Cold War period are said to be
globalism, regionalism, and localism. INAS research is not limited to economic issues,
but is comprehensive, incorporating politics, security, history, and culture. Moreover, we
aim to put the research into practice. We are a “think and do” institute.

Now I would like to make some comments on the valuable discussions of these
last three days.

First, the Tumen River area, which is a symbol of Northeast Asian development,
provides the region with two multilateral councils, the Coordinating Committee and the
Consultative Commission. However, national interests are still given priority. Mutual
confidence and mutual benefits, the basis for cooperation, are not yet well established.
Second, from the point of view of economic cooperation as well as preventive diplomacy,
the countries concerned should actively try to remove the remaining vestiges of the Cold
War. To do so, we must deepen mutual confidence.

Third, I want to point out that each Northeast Asian country has a different
approach to international cooperation. The formation of a Northeast Asia economic
sphere is closely connected with international organizations such as the WTO, IMF,
APEC, ADB, and the World Bank. Some countries of Northeast Asia are members of
these organizations while others are not, and this may affect the conditions for fair trade
and investment in the region. On the foreign policy and security front, there are
mechanisms such as the ASEAN Post-Ministerial Conference, the ASEAN Regional
Forum, and ASEM. Again, while some Northeast Asian countries participate, others do
not. This points to a need to establish a common forum for dialogue on Northeast Asia at

which all the region’s countries can sit and be comfortable.
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Over the last three days, there have been extensive discussions on Northeast Asian
economic cooperation. Regarding the Forum’s plans for dialogue on the region, an
opinion was expressed that in addition to the large general discussions during which we
present an overview of the issues in Northeast Asia, there should be “subsets” of this
dialogue in smaller groups like the Working Group Meetings on Cooperation in
Telecommunications and on Electricity Generation and Distribution. Overall, I support
this suggestion.

In this post-Cold War period, there is a growing need to turn to multilateral fora to
build mutual confidence. The world is becoming “borderless” in Northeast Asia, and
there is an urgent need to set up a multilateral mechanism for the relevant countries to
deal with issues of politics, economics, peace and security, environment, and culture.
This should not be limited to the governmental level. Depending on the nature of the
issue, discussions should involve a variety of individuals and groups: national
government, local governments, the private sector, academia, parliamentary
representatives, and just plain “citizens.”

Every year the East-West Center brings the Northeast Asia Economic Forum to a
different Northeast Asian country. To arrive at a successful Forum outcome or product,
we should create small working groups with representatives from each country to discuss
specific issues. After consolidating the findings of the working groups, these can be
presented to all at the next Forum. We may then wish to communicate our
recommendations to international organizations and each government. Below is a brief
list of issues that I believe require our immediate attention and for which we can create
working groups.

First, regarding the Tumen River area, we need to make greater efforts to improve
the important functions of the Committee and the Commission. To do this and to
complement the efforts of the countries involved in these institutions, I suggest that we
set up within the Northeast Asia Economic Forum a small working group—a “Tumen
River Area Development Subcommittee.” A main task would be to persuade Japan to

become an official member of the Consultative Commission.
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Second, we have recently heard the good news that the Korean Peninsula Energy
Development Organization (KEDO) held the ground-breaking ceremony for the
construction of the light-water nuclear reactors. There are already many nuclear power
plants in countries and areas surrounding the Japan Sea. Therefore, it is important that
nuclear power be used safely and thus we should start at once to examine multilateral
measures to prevent accidents.

Third, energy and energy infrastrucutre are crucial issues for Northeast Asian
economic cooperation. Through a governmental commission research report, INAS has
proposed the “Japan Sea Rim Area Pipeline Ring Plan.” The plan aims to extend the
benefits of Sakhalin oil and gas development to the Northeast Asian region as a whole,
linking Sakhalin, Hokkaido, the western coast of Japan, Kyushu, the Korean peninsula,
Northeast China, and the Russian Far East. Some of the reports yesterday made similar
proposals. I suggest that we synthesize these plans with road, rail, and relevant
international public infrastructure networks to create the best combination of sources and
distribution.

Fourth, the environmental protection of the Japan Sea is also an important issue.
At the Kanazawa Forum we adopted the proclamation “Fundamental Principles for the
Japan Sea Environment.” The Tumen River Area Development Program has also a
signed agreement on environmenial issues attempting to harmonize them with
development. The protection of the Japan Sea is relevant not only to environmental
quality, but it is also inextricably linked to social well-being and to industrial and
economic policy. The issue of sustainable development should not be overlooked by the

Northeast Asia Economic Forum in Northeast Asia cooperation.
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Japan’s Policy Toward Economic Exchanges in
Northeast Asia, and Suggestions

Masaaki Komagata, Deputy Director

External Relations Division

Economic Research Institute for Northeast Asia
Niigata, Japan

Economic exchanges with other Northeast Asian countries have been promoted mainly by
local governments located on the western coast of Japan. This is because these local
governments want to develop the Japan Sea side to catch up with the more advanced
Pacific side. The phrase “the Japan Sea National Axis” has now appeared in the National
Comprehensive Development Plan which provides a blueprint for Japan in the 21st
century. The Japan Sea National Axis is a concept which involves improvement of
infrastructure for transportation, industry, and urban living. This concept also includes
the establishment of a center for international exchange in economics, culture, and
environment for the area surrounding the Sea of Japan, that is, the Korean Peninsula, the

Northeastern provinces of China, and the Russian Far East.

Linkages

Northeast Asia or the Japan Sea Rim drew the attention of Niigata Prefecture very
early on. Regular air routes between Niigata and the Russian Far East opened 23 years
ago, and Niigata Prefecture has cooperated in the development of the Sanjiang plan in
Heilongjiang, China.

Cooperation in the improvement of highways and railroads is growing among
neighboring local governments and economic organizations in Japan. For example,
Niigata Prefecture has recently strengthened its linkages with the Greater Kanto Area by

improving the highway systems. The total length of highway in Niigata is 360 km, the

longest among all prefectures in Japan. The Kanetsu highway connects to Tokyo, and the
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Hokuriku highway connects with Kansai along the Japan Sea. Moreover, the Banetsu
highway, which runs across Japan, will be completed in October of this year. Through
this highway, the linkage with the Pacific side of North Kanto will be strengthened.
Niigata City is in the center of these highway networks and it also has an international
airport and international port facilities. Moreover, the bullet train connects Niigata with
Tokyo in about two hours.

Niigata Prefecture now has representative offices in Seoul, South Korea and
Dalian, China to promote active economic exchange with these countries. Sakata City,
Yamagata Prefecture, located 170 km north of Niigata, has established an office in
Harbin, Heilongjiang province in China. And Akita Prefecture has set up a public
relations office in Seoul to advertise its ports.

The Hokuriku area including Ishikawa, Toyama, and Fukui has a population of
3.13 million. The Hokuriku Economic Association and local governments promote
economic exchange in Northeast Asia. Thus the improvement of the highway running
across Japan will strengthen the linkages with Kansai and the economic area surrounding
Nagoya.

Recently, Tottor1 Prefecture, which actively promotes exchanges with Northeast
Asia, was connected by highway with Kochi Prefecture, Shikoku on the Pacific coast.
The completed connection between the Japan Sea and the Pacific includes the Sanin area.
Linkages with the Kansai area and the Chugoku area, such as Hiroshima and Qkayama,

will also be strengthened.

Foreign Access Zones (FAZ) and Free Trade Zones (FTZ)

The Import and Internal Investment Law was created to achieve a good trade
balance, and 22 FAZs were designated all over Japan, including six on the Japan Sea side,
(1) Niigata Port, (2) Komatsu Airport, Ishikawa, (3) Maizuru Port, Kyoto, (4) Sakai Port,
Tottori, (5) Shimonoseki Port, Yamaguchi, and (6) Kitakyushu Port, Fukuoka.

Okinawa Prefecture has lagged behind in Japan’s economic development because

of its geographical remoteness and the presence of U.S. military bases. The Japanese

government declared that radical reforms would be instituted in the form of “one country,
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two systems” to stimulate Okinawa’s economic development. One such reform was the
creation of an FTZ in 1988. However, it was not successful because an independent
customs system was not permitted and laws and regulations were insufficient. Now
Okinawa is striving to be an economic and cuitural exchange center for East Asia by
implementing an independent customs and corporate tax system.

In the “Soft” Research Park in Fukuoka, Kyushu, Daewo Electronics built a
research center and conducts joint research with Kyushu Technical University. Samsung
Electronics and Best Electronics also produce and sell large refrigerators. Enterprises
from South Korea, Taiwan, China, and elsewhere including the Tianjin Extermal Trade
General Company, a subsidiary of China International Trust Investment Company
(CITIC), and various research organizations, are interested in the Asia-Pacific Import
Mart (AIM) in Kitakyushu’s FAZ.

A growing problem however is a shortage of labor. Japan, and the Japan Sea side
in particular, will soon have a serious problem in securing labor because of the decreasing
population and the rapidly aging society. There are already some small- and medium-
sized enterprises which must depend on interns from China for their operation. However,
this labor shortage could be remedied by joint ventures between, e.g., South Korean
enterprises and high-tech Japanese enterprises which could be attracted by promoting
favorable treatrnent for foreign enterprises in the Japan Sea side FAZs.

The potential for economic exchanges among small and medium-sized enterprises
is growing as network expansion, FAZs and FTZs progress. There are many small- and
medium-sized enterprises which wish to invest and trade in Northeast Asia. However, it
is difficult for them to select a location and a partner, collect information about local laws
and regulations, and to conduct research on business prospects. To enhance economic
exchange, it is necessary to establish a mechanism to promote such exchanges, not only
by large-scale enterprises, but also by leading small- and medium-sized enterprises which

support Japan’s economic development with their high technology.




New Air Routes

It is not convenient to travel by air across the Japan Sea. However, new air routes
between Niigata and China will be opened as a result of the Japan-China air negotiations
held in August 1997. However, other routes are difficult to realize because of cost and
difficulties in securing enough passengers, even though Tottori, Shimane, Akita, and
Yamagata wish to be connected by such regular routes.

Perhaps there should be an air route circling and linking Northeast Asia. Local
governments surrounding the Japan Sea could jointly buy a small aircraft, for instance a
100 passenger craft, and lease it for a long period. It would be operated either by a
Japanese or a foreign air company. Two flights a week might be adequate for local
airports in Japan due to the small number of passengers. The local governments and
organizations involved could discuss the route and change it on a regular basis. In fact,
Japan Air Commuter (JAC), Kyushu, Japan, is planning to start an international flight

between Pusan and Kagoshima or Izumo with a commuter plane carrying 36 passengers.

The Attitude of the Japanese Government

The Japanese government has previously shown little interest in cooperation with
Northeast Asia. But recently this attitude has exhibited a slight change. First of all, there
have been some changes in Japanese policy towards Russia. Prime Minister Hashimoto
spoke of a new “Euroasia Policy” in his speech at the Japanese economic organization

LT

conference on 24 July 1997. He emphasized “confidence,” “mutual benefits,” and “long-
term views,” and said that the principle of strongly linking politics and economics no
longer applied. He also referred to energy development in Siberia and the Russian Far
East. Thus possibilities for Japan's economic cooperation in the Russian Far East have
increased.

Prime Minister Hashimoto will visit China in September on the occasion of the
25th anniversary of the reestablishment of diplomatic relations between Japan and China.
His schedule includes visits to Shenyang and Dalian, Liaoning. These visits will be the

first by a Japanese Prime Minister since the end of World War II. Moreover, multilateral

talks on the Korean peninsula are in progress.
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Work in Progress
The Tumen River Development Committee established by UNDP is an official

organization for diplomatic economic discussions in Northeast Asia. At present, Japan is
not a member of this Committee. However, local governments and thinktanks in Japan
recognize the need for economic cooperation in Northeast Asia through various
mechanisms, such as the Northeast Asia Local Government Association and the
Northeast Asian Economic Forum.

Therefore, the External Relations Division of the Economic Research Division of
the Economic Research Institute for Northeast Asia (ERINA) will strengthen networks
and cooperation with other organizations in the region by establishing a liaison office for
economic exchanges in Northeast Asia. Within the framework of this liaison office we
will establish a practical system for the exchange of information and request the Japanese
government to address positively and practically economic exchanges in Northeast Asia.

Networks with other organizations in the region will also be strengthened.
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Northeast Asia and the Development of the Mongolian
Economic and Trade Free Zone

D. Bayasgalan
Chief, Restructuring and Property Division
Ministry of Finance
and
Batsukh Dash
General Director, Division for Infrastructure Policy
The Administration of the Altanbulag
Free Economic and Trade Zone
Mongolia

A recent statement by Mongolia’s Foreign Ministry reads in part, “To join North East
Asian transportation, information, and telecommunications systems.... To participate in

the Tumen River program in strict accordance with international relations development

and the political situation in the world and the region and, also, to take a flexible
approach in setting our strategy and goals.... To join the regional integration movement
by expanding the cooperation between participating countries or stakeholders in the
region.” Following this policy, the relevant state organizations have actively participated
for the last few years in the program to develop the Tumen River basin.

By participating in the Tumen River program. Mongolia has developed more
intensive cooperation with member countries, gained access to the sea, and enhanced the
development of the Domod region as one of the centers of the Tumen River program.
The goal is to connect Mongolia with the Tumen River economic development region
through information, telecommunications, and various transportation systems.

Because the Tumen River basin is located on the coast, it lies astride the shortest
route between Asia and Europe. Combining labor from China and North Korea, natural
resources from Russia and Mongolia, and advanced technologies from Japan and South

Korea will create an innovative infrastructure in the region and provide opportunities to
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develop economic and trade cooperation among the countries of Northeast Asia. In 1997,
we plan to implement more than 10 projects in the Dornod region within the
scope of the Tumen River program.

Anxious to gain access to the sea, Mongolia has joined the International
Maritime Organization and the International Sea Transportation Convention. Recently, a
conference among Northeast Asian countries was held in Ulaanbaatar to address the
transit issues for landlocked developing countries. The conference produced the
Ulaanbaatar Memorandum which defines cooperative development strategies for, and
agreements on, transit in Northeast Asia. The Ulaanbaatar Memorandum notes that the
main transit routes between Asia and Europe do not cross Mongolian territory, and
includes a recommendation to research the possibility of building the shortest
transportation route between Asia and Europe across Mongolian territory. The results of
this Conference will be reviewed and confirmed during the Third Economic Symposium
among landlocked developing countries, the Intermational Economic Organization, and
donor groups in New York in June of this year. Moreover, the results of the Mongolian
Conference will receive complimentary recognition from a United Nations resolution on

landlocked developing countries’ affairs to be passed during its 52nd session.

Preliminary Conditions for Establishing a Free Economic and
Trade Zone

The purpose of establishing such a Zone is to improve productivity by attracting
foreign investors and advanced technologies. This can be accomplished through efficient
allocation and use of the environment, population, natural resources, geography, and
transportation.

The strategic policy statement establishing the Free Economic and Trade Zone,
defines its rationale and goals.

e Economic free zones are a current trend in free-market economies; and

e A Free Economic and Trade Zone will attract foreign investors to help develop its

regions in keeping with its interests.
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Unique Aspects of the Establishment of a Free Economic and
Trade Zone in Mongolia

Although the establishment of a Free Economic and Trade Zone in Mongolia
follows the same principles as in other countries, there are some unique differences due to
the current economic situation, social demand and need, and Mongolia’s geographic
location:
¢ The Mongolian market is somewhat dependenf on its neighbors, Russia and China;

e Mongolia is geographically remote from foreign investors;

e The Zone provides more opportunities to operate with countries in Asia and the
Pacific Rim;

e There is an increasing demand for investments based on natural resources located in
different regions of the country; and

e Mongolia’s main imports are cars, technical equipment, parts, and consumer goods
and its main exports are animal products and raw materials.

Even though Mongolia is rich in land and natural resources, and surrounded by countries

with potentially large markets, it is landlocked, distant from world market centers, has a

harsh climnate and low population, and lacks well-developed production and social

infrastructure. These are the factors that must be considered when establishing a Free

Economic and Trade Zone.

Strategies to Accomplish the Goal of Establishing a Free
Economic and Trade Zone

The process of establishing a Free Zone is divided into three stages: the
preparation stage, the middle stage, and the third or developed stage.
In the preparation stage, the following must be accomplished:
e Establish a legal framework;
e Identify prospective domestic and foreign individuals and businesses that are willing
to invest in the Zone, make contact with them, and give them permission to start their

business operations;
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e Appoint an administrative body for the Zone, and arrange for the various relevant

departments, e.g., customs, security, employment, investment, and technology to

operate in the Zone; and arrange for the management of the work force which will

work in the Zone;

e Accurately define the Zone’s territorial borderline, design the Zone’s land

management and architecture, and provide the technical/economic basis for the

Zone’s development; and

e Discuss with investors the first projects to be implemented in the Zone, locate

financial sources, and decide how to raise capital.

The purposes of the middle or the second stage are to create the Zone’s economic

framework in which business operations will take place. The purpose of the third stage is

to strengthen the export-based production, services, and trade and to expand the influence

of the Zone on the development of the region and the country.

By using the Free Economic and Trade Zone to increase international trade and

services, we will help satisfy the following needs:

1. The need to attract Mongolian and foreign investors to increase the country’s export

growth and foreign exchange reserves, and to develop the region;

2. The need to acquire advanced technology and techniques that will accelerate

production rates and enable the products to compete in domestic and international

markets;

3. The need to deepen the traditional cross-border economic relationships between

Mongolia, Russia, China, and Kazakhstan; enhance trade at the border; and eliminate

difficulties for people traveling across the borders;

4. The need to decrease the unemployment rate in the region;

5. The need to introduce developed countries’ ethics in conducting businesses and

services, as well as their management and marketing practices; and

6. The need to handle foreign trade in a well-organized and efficient manner.
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The Altanbulag Free Economic and Trade Zone ‘

Following the Mongolian government’s open market strategies, efforts have been |
made to establish a Free Economic and Trade Zone. We have formed a temporary
administrative body whose responsibility is to prepare for the establishment of such a
Zone in Altanbulag township in Selenge province. A draft of a new law which
establishes the legal framework for the Altanbulag Free Economic and Trade Zone has
been submitted to the Great Khural and is awaiting its final hearing.

The operational strategy of the temporary administrative body is:

e To work on the legal basis for establishing the Free Economic Zone;
¢ To develop the economic background for the Zone;

e To choose the Zone’s geographic location, and to define the size of the Zone;

e To find the necessary capital to launch the free Zone, by contacting domestic and
foreign investors;

e To evaluate alternatives for the creation of production and social infrastructure in the
Zone;

e To construct the buildings in which prospective investors will work and live; and

¢ To construct a defensive fence along the Zone’s borders.

In accordance with the Strategic Policy to establish a Free Economic and Trade
Zone in Mongolia, the temporary administrative body has had to meet some unique
preliminary conditions. The Great Khural’s 66th Resolution designates the borders of
the Altanbulag Free Economic and Trade Zone and designates the area as 500 hectares.
Also the Great Khural’s recent decision to make a 100% cut in tariffs on imported
goods has produced a very favorable environment for the Free Zone to expand cross-
border trade and services. The development of the Altanbulag Free Economic and
Trade Zone will create opportunities to increase exports, to communicate with
businesses in central Mongolia, and to cooperate with and join the ongoing integration
of Northeast Asian countries through re-export and other communications. Thus we

believe that the establishment and development of a Free Economic and Trade Zone in
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Mongolia will benefit not only Mongolia, but also the overall economic integration of

Northeast Asian courtries.
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Concerning the Economic Development of Mongolia

Mr. Hasebe
President

Hasebe Corporation
Tokyo, Japan

Tourism
It is possible to make a profit in the tourism industry because the necessary capital
investment is small. The total number of those who have lodged at our hotel is about

5000.

Increased Exports

It is difficult to increase production in the present state of Mongolia’s economy.
This is because the service sector and the distribution system were retarded due to the
past 50 years of Communism. Improvement in the distribution system is absolutely
necessary including the products at production sites, their transportation, their storage at

consumption centers, and their distribution to consumers.

Promotion
Although the population of Mongolia is only about three million, there is
sufficient efficient labor. The climate is not suitable for field work, but rather for

shopwork, which has good value-added potential and, on a small scale, is possible.

Development of Mineral Resources

Abundant resources are available but foreign investment is necessary due to the

poor machinery and facilites.
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Modernization of Agriculture

Mongolia consists mostly of flatlands and thus attracts investments in agriculture.
Wheat is currently cultivated in Mongolia, and with some improvements the production
and cultivation of carrots and potatoes would be possible.

These are the five points essential to the economic development of Mongolia, the
most important being investment promotion. This is however difficult to accomplish and
some measures, such as preferential taxation,” must be implemented to stimulate
investment.

As to the future prospects for Mongolia, it is essential to improve both
infrastructure and administration/organization. Infrastructure also includes hotels. But
also needed are improvements in education. The nomads in Mongolia, as well as the
people in the farming or mountain villages of Vietnam, Myanmar, Laos, and Cambodia,
have strong desires to be educated, but it is very difficult for them to achieve it.

However, the literacy rate of Mongolia is 97%.




X

THE ULAANBAATAR RESOLUTION
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The Ulaanbaatar Resolution

The Meeting recognizes the momentum created by the Northeast Asia Economic Forum's
efforts which began in Niigata in 1988, and which have progressed chronologically
through Changchun, Pyongyang, Vladivostok, Yongpyeong, Niigata, Honolulu, and now
Ulaanbaatar.

The Meeting also recognizes that the Forum is engaged in a functional approach
toward closer regional economic cooperation which will form the foundation for regional
institution building. Recognizing the progress and potential of the Forum, the meeting
considers it essential that its momentum and continuity be maintained.

Recognizing that mobilization of capital is one of the most important tasks facing
the region, the Meeting strongly recommends the formation of a Consultative Working
Group on the Northeast Asian Development Bank, to examine ways and means of
realizing this concept. In this process there should be wide consultations with the
financial community and relevant policymakers.

Also recognizing the critical roles of telecommunications, electric power, and
environmental management in regional development, the Meeting strongly recommends
that the Forum establish Consultative Working Groups on Cooperation in
Telecommunications Systems, Electric Power Systems, and Environment.

These Consultative Working Groups will report the results of their deliberations
and activities to the next Annual Meeting of the Forum. The members of the Forum are
encouraged to support the Forum's efforts to generate the resources necessary to organize
and implement these Consultative Working Groups.

The Meeting welcomes with appreciation the offer of the Tottori Prefecture

government to host the Forum's 1998 Annual Meeting in July.
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AGENDA

The Seventh Meeting Of The
NORTHEAST ASIA ECONOMIC FORUM

Ulaanbaatar, Mongolia
17-21 August 1997

FIELD TRIP (SOUTH GOBI): 17-18 August
CONFERENCE: 19-2]1 August

Monday, 18 August
7:00 PM Welcoming Reception Hosted by the Government of Mongolia

Banquet Room, Chinggis Khaan Hotel

Tuesday. 19 August
9:00 AM 1. Opening Ceremonies

Chair: Lee-Jay Cho, Chairman Northeast Asia Economic Forum

9:10 Address: The Honorable Mendsaikhany Enkhsaikhan
Prime Minister of Mongolia

9:20 Statement from the Honorable Yuji Nishio
Govemnor of Tottori Prefecture, Japan

9:25 Statements by Leaders of Delegations

Zou Ping, Director
State Council, China

Li Ju Yon, Vice-Chairman
Comumitiee for the Promotion of External Economic
Cooperation, Democratic People's Republic of Korea

Nam Duck Woo, Chairman
Sanhak Foundation, Republic of Korea




Svetlana Vikhoreva, Vice-Chairman, Administrative Committee
Nakhodka Free Economic Zone, Russia

9:55 Opening -- Lee-Jay Cho, Chairman
Northeast Asia Economic Forum
10:10 Logistical Announcements
10:15 COFFEE BREAK

10:30 AM II. Scenaros For Regional Development

Chair: Balganjav Khuldorj, Advisor to the Minister of Infrastructure
Development, Mongolia

10:35 A. Development and Issues in the Northeast Asia Economic Zone
Hisao Kanamori, Chairman, Japan Center for Economic
Research; President, Economic Research Institute for
Northeast Asia

10:55 B. Envisioning Regional Development in Northeast Asia

Ye Shunzan, Professor
Institute of Geography. Chinese Academy of Science

11:55 C. Commentators:
Tsuneo Akaha, Professor
Monterey Institute of International Studies

D.Bayasgalan, Chief, Restructuring and Property Division
Ministry of Finance, Mongolia

Georgi Tolaraya, Minister-Counselor, Deputy Chief of Mission
Russian Embassy, Republic of Korea

Steven Cowper, Executive Director
Northern Forum

12:00 D. Open Discussion

12:15 LUNCH
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2:00 PM III. National Infrastructure Development Plans And Their

en‘

Chair: Steven Cowper, Executive Director
Northern Forum

2:05 A. Ts.Sukhbaatar, Director, Department of Economic Cooperation
Ministry of Infrastructure Development, Mongolia
2:20 B. Liu Hong, Chief of Section
State Planning Commission, China
2:35 C. Andrey Admidin, Chief of Division
Institute of Economic Research, Far East Section
Russian Academy of Sciences
2:50 D. Chita: Anatoly Zapolsky, Chief, Foreign Economic Relations
Chita Government
3:05 COFFEE BREAK
3:30 E. Li Gi Man, Senior Researcher
Committee for the Promotion of External Economic
Cooperation, DPRK
3:45 F. ROK
4:00 G. Heikichi Hasebe, President
Hasebe Group
4:15 H. Steven Cowper, Executive Director Northern Forum
4:30 1. Open Discussion
5:00 CLOSE
6:00 PM Reception Hosted by the Northeast Asia Economic Forum

Banquet Room, Chinggis Khan Hotel




Wednesday, 20 August

9:00 AM IV. Ei

Chair: Nam Duck Woo, Chairman
Sanhak Foundation, Republic of Korea

9:05 A. Financing Northeast Asia's Infrastructure Requirements: Is a
New Development Bank Needed? --
Stanley Katz, Visiting Fellow
Program on Regional Economics and Politics
East-West Center

B. Commentators:
Bruce Murray, Programs Manager, China and Mongolia
The Asian Development Bank

Tomoo Hayakawa, President
Asian Finance and Investment Corporation, Ltd.

Keith Chiddy, General Manager
ING, North East Asia Bank

Chung Moon Mo, Executive Director
Export-Import Bank of Korea

10:15 C. Open Discussion

10:30 COFFEE BREAK

10:30 AM V. Cooperative Development Strategies For Northeast Asia's
Tel ‘cations [of

Chair: Yu Jingyuan, Professor, Asia-Pacific Institute

10:55 A. The Current Scenario For Northeast Asia's Telecommunications
Collaboration -~
Dan Wedemeyer, Professor, Communications Department,
University of Hawaii; Board of Trustees, Pacific
Telecommunications Council

11:15 B. Commentators:
Zou Ping, D\‘irector, State Council, China

Ho Dong Guk, Deputy Director-General
Ministry of Communications, DPRK
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G.Bassanjav, Director, Department of Telecommunications
Ministry of Infrastructure Development, Mongolia

Shim Young Jin, Managing Director, Planning and Coordination
Office, Korea Telecom, ROK
11:45 C. Open Discussion

12:00 LUNCH

1:45PM VI. Cooperation In Energy Infrastructure

Co-Chairs: Isao Takeuchi, Director-General, Planning Department
Tottori Prefecture Government
Ts.Sukhbaatar, Director, Department of Economic
Cooperation, Ministry of Infrastructure Development, Mongolia

2:10 B. Commentators:
G. Yondongombo, Director, Department of Energy
Ministry of Infrastructure Development, Mongolia

Alexander Ognev, Chief, Long-Term Planning
Vostok-Energo, Khabarovsk

2:30 C. Northeast Asian Pipeline Grids: Options and Issues --
Ken Asakura, Secretary General
National Pipeline Research Society of Japan

2:50 D. Commentators:
Yuri Kononov, Professor
Siberian Energy Institute

Liu Hong, Chief of Section
State Planning Commission, China

D.Bat-Tsend, Deputy Director, Department of Energy
Ministry of Infrastructure Development

Shogo Kojima, President
Tottori Gas Company
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3:30 COFFEE BREAK

Chair: Fereidun Fesharaki, Director
Program on Resources, East-West Center

3:50 E. Regional Cooperation in Northeast Asia's Energy Sector:
Possibilities --
Mark J. Valencia, Senior Fellow
Program on Regional Economics and Politics
East-West Center :

4:10 F. Commentators:
Liu Hong, Chief of Section
State Planning Commission, China

T.Avarzed, Senior Officer, Department of Energy
Ministry of Infrastructure Development, Mongolia

Alexander Ognev, Chief, Long-Term Planning
Vostok-Energo, Khabarovsk

Kim Yoon Hyung, Senior Fellow
Program on Regional Economics and Politics,
East-West Center

4:45 G. Open Discussion
5:00 CLOSE

8:30 PM Consultative Group Meeting on Cooperative Development of
Telecommunications Infrastructure

9:05 A. Regional Potential for Cooperative Development of a Clean,
Efficient Electric Power System --
Peter Hayes, Executive Director
Nautilus Institute for Security and Sustainable Development

9:25 B. Japan's Perspective -
Mitsuho Uchida, Associate Vice-President,
Central Research Institute of the Electric Power Industry, Japan
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9:45 C. Commentators:
Wang Leiping, Senior Power Economist
Beijing Economic Research Institute of Water Resources
and Electric Power, China

Sh.Batrinchchin, Senior Officer, Department of Economic
Cooperation, Ministry of Infrastructure Development

Kim Byong Jun, Head of Department
Pyongyang Electricity Design Institute, DPRK

Alexander Ognev, Chief, Long-Term Planning
Vostok-Energo, Khabarovsk, Russia

Kim Young-Chang, Deputy General Manager
Korea Electric Power Corporation, ROK

10:10 D. Open Discussion
10:25 COFFEE BREAK
10:45 AM VIII. Environmental Issues In Development
Chair: Bruce Murray, Programs Manager, China and Mongolia
The Asian Development Bank
10:50 A. Commentators:
Yu Jingyuan, China

Choi Dae Sun, Researcher, Committee for the Promotion of
External Economic Cooperation, DPRK

D.Baasandorj, State Secretary
Ministry of Environment, Ministry

V.Gulgonov, Chairman
State Committee on Environment and Use of Natural
Resources, Buriatia, Russia




Kikuo Tsukamoto, Managing Director
Around Japan Exchange Conference, Hokuriku, Japan

11:40 B. Open Discussion

12:00 LUNCH

1:45PM IX. Special Economic Zones

Chair: Stanley Katz, Visiting Fellow
East-West Center, Honolulu

1:50 A. Hunchun -- Li Wenshan, Deputy Mayor
Hunchun City, China
2:05 B. Nakhodka -- Svetlana Vikhoreva, Vice Chairperson

Administrative Committee, Nakhodka Free Economic Zone

2:20 C. Rajin-Sonbong -- Hwang Hyon Choi, Researcher
Committee for the Promotion of External Economic
Cooperation, DPRK

2:35 D. Western Japan -- Nobuyuki Sekiyama, Managing Director
Institute for Northeast Asian Studies, Japan

2:50 E. Niigata -- Masaaki Komagata, Deputy General Manager
Economic Research Institute for Northeast Asia, Niigata, Japan

3:05 F. Mongolia -- D.Bayasgalan, Chief , Restructuring and Property Division
Ministry of Finance
and
Batsukh Dash, General Director. Division for Infrastructure
Policy, The Administration of the Altanbulag Free Economic
and Trade Zone, Mongolia

Regional Cooperation

3:20 Tumen River Area Development Programme --
Ian Davies, UNDP/Tumen Secretariat

3:35 Open Discussion

3:50 COFFEE BREAK
Chair: Lee-Jay Cho, Chairman, Northeast Asia Economic Forum




35%

4:15

4:45

5:00

X. Conclusions and Closing
XI. The Ulaanbaatar Resolution

CLOSE
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THE SEVENTH MEETING
of the
NORTHEAST ASIA ECONOMIC FORUM
Ulaan Baatar, Mongolia
17-21 August 1997

Participants
CHINA

Zou Ping, Director, State Council; Head of Delegation

Wu Ying, Chief of Section, State Science and Technology Commission;
Deputy Head of Delegation

He Zhongxiu, Professor, Tianjin Municipality Government

Li Wenshan, Deputy Mayor, Hunchun City

Liu Hong, Chief of Section, State Planning Commission

Sun Guang, Official, Tianjin Municipality Government

Shen Jinsheng, Professor, Northern Communication and Transportation
University, Beijing

Wang Leiping, Deputy Director, Senior Power Economist, Beijing Economic
Research Institute of Water Resources and Electric Power

Ye Shunzan, Professor, Institute of Geography, Chinese Academy of Science

Yu Jingyuan, Professor, Asia-Pacific Institute

DEMOCRATIC PEOPLE'S REPUBLIC OF KOREA

Li Ju Yon, Vice-Chairman, Committee for Promotion of External Economic
Cooperation (CPEEC), Head of Delegation

Ho Dong Guk, Deputy Director-General, Ministry of Communications

Kim Gyong Jun, Head of Department, Pyongyang Electricity Designing
Institute

Li Gi Man, Senior Researcher, CPEEC

Li Gyong Nam, Senior Researcher, CPEEC

Choi Dae Sun, Researcher, CPEEC

Hwang Hyon Choi, Researcher, CPEEC

JAPAN
The Honorable Yuji Nishio, Governor, Tottornt Prefecture Government
Kazuhiko Akashi, Northwest Asia Division, International Trade Policy Division
Ministry of International Trade and Industry
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JAPAN (continued)

Ken Asakura, Secretary General, National Pipeline Research Society of Japan

Dagvadorj Batbayar, Coordinator for International Relations, Tottori
Prefecture Government

Nobuo Fukataki, President, Fukataki Accounting Office

Kiyotsune Fukumasa, General Manager, Tottori City Branch, Tottori Bank

Teruo Hachimura, President, Tottori Bank

Heikichi Hasebe, President, Hasebe Group

Makoto Hokkyo, Director of Secretariat Division, Tottori Prefecture
Government :

Toru Ikeuchi, Researcher, Tottori Research Center

Junichi Inamura, Staff, Planning Department, Tottori Prefecture Government

Shinichiro Izutsu, First Director, Policy Planning, Office of the Govemnor,
Hyogo Prefecture Government

Kagehide Kaku, Deputy Chairman of the Institute, Daiwa Institute of
Research, Ltd.

Hisao Kanamori, Chairman, Japan Center for Economic Research

Kim Ki Dae, Professor, Niigata University of Intermational Information
Studies

Kiminao Kobayashi, General Manager, Administration Department, Global
Infrastructure Fund Research Foundation Japan

Shogo Kojima, President, Tottori Gas Company

Masaaki Komagata, Deputy General Manager, External Relations Division,
Economic Research Institute for Northeast Asia, Niigata

Hiroshi Kotani, President, Kikkouya, Ltd.

Satoshi Matoba, Secretary, Embassy of Japan in Mongolia

Shun Matsumoto, Reporter, News Department, Nihonkai Telecasting Co., Ltd.

Tsuyoshi Matsumoto, Chief Director of TV News Division, Broadcasting
System of San-In

Atsushi Matsuo, Secretary General, The Asian Economic Experts Conference

Koishi Matsuoka, Professor, Shimane International College

Kiyoto Mita, Researcher, Tottori Research Center

Yuko Miyauchi, Senior Manager, Planning Department, Tottori
Government

Toru Muyazawa, President, Magenta, Inc.

Haruhito Nakamura, Associate Professor, Nagaoka Junior College

Toshihiko Nakamura, Secretary General, Niigata 21 Club
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JAPAN (continued)

Tamotsu Nakano, Senior Researcher, Tottori Research Center

Teruya Nakayama, President, Kittakku Ltd.

Masaru Nishikori, Deputy Director General, Division of Commerce Industry
and Labor, Shimane Prefecture Government

Yukiaki Nishimoto, Around Japan Sea Economic Exchange Conference in
Hokuriku

Osamu Niwa, Director for International Policy, International Affairs Bureau,
Hyogo Prefecture Government

Noriaki Nomada, Assistant Director, International Division, Tottori Prefecture
Government

Hiroshi Nukui, Secretary General, Institute for Northeast Asia Study

Makoto Ogisho, Member of Niigata Junior Chamber, Inc.

Hitoshi Ota, Senior Managerial Staff, Division of Commerce Industry and
Labor, Shimane Prefecture Government

Masahiro Otaki, Researcher, Economic Research Institute for Northeast Asia

Kiyoharu Saito, Member of Niigata Junior Chamber, Inc.

Shiro Saito, Professor, Asia University

Tsutomu Saito, Lecturer, Niigata University of International and Informational
Studies

Yoshio Saito, Professor, Surugadai University

Masanori Sakamoto, Journalist, Chunishi Shimbun

Nobuyuki Sekiyama, Senior Executive Director, Institute for Northeast Asian
Studies

Masayoshi So, Chairman, Overseas Economic Research Institute

Tadashi Takehara, Tour Conductor, Japan Travel Bureau

Isao Takeuchi, Director-General, Planning Department, Tottori Prefecture
Government

Atsushi Terada, Tour Conductor, Japan Travel Bureau

Kikuo Tsukamoto, Managing Director, Around Japan Sea Economic
Exchange Conference in Hokuriku

Mitsuho Uchida, Associate Vice-President, Central Research Institute of the
Electric Power Industry

Toshihiko Uchiyama, President, Century, Ltd.

Zenkichi Wada, President, Century, Ltd.

Ichiro Yamazaki, Deputy Chairman, Economic Research Institute for
Northeast Asia
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MONGOLIA

The Honorable Mendsaikhany Enkhsaikhan, Primc Minister of Mongolia,
Government of Mongolia

Surengiin Badral, Foreign Policy Adviser to the Prime Minister, Cabinet
Secretariat, Government of Mongolia '

T. Avarzed, Senior Officer, Department of Energy, Ministry of Infrastructure
Development

N. Tuya, Director-General, Policy Planning & Coordination Department,
Ministry of External Relations

Ganbold Baasanjav, Counsellor, Asia and America Department, Ministry of
External Relations, Mongolia

D. Baasandorj, State Secretary, Ministry of Environment

G. Baasanjav, Director Department of Telecommunications, Ministry of
Infrastructure Development

D. Bat-Tsend, Deputy Director, Department of Energy, Ministry of
Infrastructure Development

D. Bayasgalan, Chief, Restructuring and Property Division, Ministry of Finance

L. Nyamtseren, Senior Officer, Ministry of Finance

Ts. Sukhbaatar, Director, Department of Economic Cooperation, Ministry of
Infrastructure Development

G. Yondongombo, Director, Department of Energy, Ministry of Infrastructure
Development

REPUBLIC OF KOREA

Nam Duck Woo, Chairman, Korea Sanhak Foundation; Head of Delegation

Chang Keun Sang, Section Chief, Ministry of Finance and Economy

Chang Ki Paik, President, Tae Yang Steel Pipe Co.

Choi Keun Nam, Land Reform Group, Institute for National Development
Policy

Cho Mal-Soo, Standing Advisor, POSTRADE

Choo Bong Kyu, Director, Land Reform Group, Insititute for National
Development Policy

Chung Moon Mo, Executive Director, The Export-Import Bank of Korea

Kim Eun Jong, Project Manager, Korea Land Corporation

Kim Hakun, Professor, Economics Department, Yonsei University

Kim Ik Soo, Executive Director, Samsung Economic Research Institute

Kim In-Young, Professor, Political Science Department, Hallym University
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REPUBLIC OF KOREA (continued)

Kim Jae Suck, Director, Land Reform Group, Institute for National
Development Policy

Kim Yong Hak, Director General, Korea Land Corporation

Kim Young-Chang, Deputy General Manager, Korea Electric Power
Corporation

Kim Young Jun, Director, Director, Land Reform Group, Institute for National
Development Policy

Kim Yung Hwan, Land Reform Group, Institute for National Development Policy

Kwon Young-Soon, Professor, Handong University

Lee Ke Ik, President, Business Broadcasting

Lee Jae Hyung, Director, Land Reform Group, Institute for National .
Development Policy

Lee Kyong Tae, Professor, Management Department, Yonsei University

Lee Moon Wu, Land Reform Group, Institute for National Development Policy

Lee Sang Hoe, President, The Sogye Times Co.

Lee Seung Yun, Special Advisor, Kumho Group

Park Byeong Young, Land Reform Group, Institute for National Development
Policy

Park Byung Sun, Land Reform Group, Institute for National Development Policy

Park Chang Kwon, Land Reform Group, Institute for National Development
Policy

Park Sang Yong, Professor, Management Department, Yonsei University

Ro Kee Sung, Research Fellow, Korea Development Institute

Sim Young Jin, Managing Director, Planning and Coordination Office,
Korea Telecom

Yi Hyo-Keun, Research Fellow, Daewoo Economic Research Institute

Yoo Tae-yol, Director, Regulatory Affairs, Korea Telecom; Visiting Fellow,
Program on Regional Economics and Politics, East-West Center

Yu Tae Yong, Advisor, Land Reform Group, Institute for National Policy

RUSSIAN FEDERATION

Andrey Admidin, Chief of Division, Institute of Economic Research, Far East
Section, Russian Academy of Sciences

Vladimir Gulgonov, Chairman, State Committee on Environment and Use of
Natural Resources, Republic of Korea
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RUSSIAN FEDERATION (continued)

Alexander Ognev, Chief, Long-Term Planning, VOSTOK-ENERGG,
Khabarovsk

Georgi Toloraya, Minister-Councilor, Deputy Chief of Mission, Russian
Embassy, Republic of Korea

Svetlana Vikhoreva, Vice-Chairman, Administrative Committee, Nakhodka
Free Economic Zone

Anatoly Zapolsky, Chief, Foreign Economic Relations, Chita

UNITED STATES :

Tsuneo Akaha, Director, Center for East Asian Studies, Monterey Institute of
International Studies

Steven Cowper, Executive Director, The Northern Forum

Peter Hayes, Executive Director, Nautilus Institute for Security and
Sustainable Development

Dan Wedemeyer, Professor, Communications Department, University of
Hawaii; Board of Trustees, Pacific Telecommunications Council

INTERNATIONAL

Keith Chiddy, General Manager, ING, North East Asia Bank

Ian Davies, Tumen Secretariat, United Nations Development Programme

Tomoo Hayakawa, President, Asian Finance and Investment
Corporation, Ltd.

John Mi-Soon Lee, Managing Director (Corporate) and ExCom Member
Asian Finance and Investment Corporation, Ltd.

John McAlister, Managing Partner, China Urban Development Partners, Ltd.

Hans Meijer, Powerplants, Warsila NSD Corporation

Bruce Murray, Programs Manager, China and Mongolia, Asian Development
Bank

EAST-WEST CENTER/NORTHEAST ASIA ECONOMIC FORUM
Kennon Breazeale, Projects Coordinator, East-West Center
Chang Suk-Kyu, Visiting Fellow, East-West Center
Lee-Jay Cho, Chairman, Northeast Asia Economic Forum; Executive
Vice-President for Economic and Technical Interchange,
East-West Center
Fereidun Fesharaki, Director, Program on Resources, East-West Center
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EAST-WEST CENTER/NORTHEAST ASIA ECONOMIC FORUM (continued)

Stanley Kaiz, Visiting Fellow, Program on Regional Economics and Politics,
East-West Center

Kim Choong Nam, Visiting Fellow, Program on Regional Economics and
Politics, East-West Center

Kim Yoon Hyung, Professor of Economics, Hankuk University of Foreign
Studies; Senior Fellow, Program on Regional Economics and Politics,
East-West Center

Tuan Chi-Hsien, Visiting Fellow, Program on Regional Economics and
Politics, East-West Center

Mark J. Valencia, Senior Fellow, Program on Regional Economics and
Politics, East-West Center

Glenn Yarnashita, Program Officer, East-West Center
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