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Preface

The Northeast Asian region is one of the most dynamic economic
regions in the world, which includes the major players of China, Japan,
and Korea, with productive linkages to resource-rich Russia and Mongolia,
and to the United States. This region has shared a turbulent history, both
good and bad over a long period, and shares cultural values, traditions,
and the medium of communication in Chinese characters. During most of
the twentieth century, the political environment in this region was
dominated by tension, military conflict, and territorial rivalries among the
major powers of China, Japan, Russia, and the United States. If they are
not to repeat past experience in the twenty-first century, the countries in
Northeast Asia will have to learn to harness their economic dynamism and
prosper together in peaceful coexistence. This is a challenge for the three
countries, and initiating specific functional and economic cooperation is
one concrete way, if not the only way, toward meeting this challenge.
In contrast to the region’s robust economic growth, regional security
has long been fragile, mainly due to the geopolitical conditions resulting
from the Cold War era. If the countries in Northeast Asia wish to further
their development and prosperity, they will have to learn to harness their
dynamic economies and create a region in which peaceful coexistence and
common prosperity prevail.
Northeast Asia is one region of the world where formal regional
institutional mechanism such as the European Union or ASEAN has yet
to be evolved. Nevertheless, the Northeast Asian countries should continue
to promote region-wide cooperative projects. The Korea Institute for
International Economic Policy (KIEP) and the Northeast Asia Economic
Forum (NEAEF) institutionally have been collaborating on the effort
toward achieving closer economic and financial integration in the region,
and this volume presents the results of the project implemented in 2010
on financial cooperation in Northeast Asia aimed at supporting the
arrangement of a regional institution for financing infrastructure development.
Northeast Asia has a northern sub-region that includes North Korea,
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Mongolia, the Russian Far East, and the northeastern provinces of China
― an area that is well-endowed with latent natural and human resources.
This sub-region has the potential of becoming an important source of
natural resources for the entire region, and what is needed is to realize
that potential through infrastructure development. Energy security,
environment, and green growth is, for example, an important area of
cooperation, as the three major countries are heavily dependent on energy
imports and are highly vulnerable to energy crisis. Financing requirements
for the necessary cross-border infrastructure are likely to be large, and a
regional development bank is a key to meeting that financing need.
This volume, which is a sequel to the first volume entitled, Financing
for Regional Economic Integration for Northeast Asia, is comprised of papers,
research reports, and summaries of a main conference and several specialized
meetings, as well as affiliated activities, that took place under this
project. The results of this project represent substantial effort beneficial to
the region and have been carried out in a spirit of cooperation that we
esteem.
Dr. Lee-Jay Cho and Dr. Chang Jae Lee would also like to thank Dr.
Junlu Ma, Dr. John Tichotsky, Prof. Takashi Yamamoto, and Dr. Ming
Liu for their effort in planning and coordinating the research and
meetings as well as to the substance of the research undertaken. Thanks
are due to the staff of NEAEF for their assistance in the course of
successful implementation of this project.

Wook Chae
President
Korea Institute for International Economic Policy

Contributors
Lee-Jay Cho, Chairman, Northeast
Asia Economic Forum

Tsuyoshi Saito, Monterey Institute of
International Studies
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Introduction and Overview
1)

Lee-Jay Cho*
The Northeast Asia Economic Forum (NEAEF) is a regional
nongovernmental organization created in 1991 to sponsor and facilitate
research, networking, and dialogue relevant to the economic and social
development of Northeast Asia. The Forum is also committed to promoting
understanding and relations among the peoples of Northeast Asia, North
America, and Europe.
Northeast Asia Economic Forum’s cooperative project with the Korea
Institute for International Economic Policy (KIEP) for 2010 resulted in the
publication of this report, Financing for Regional Economic Integration for
Northeast Asia II.
In collaboration with KIEP, for the year 2010, NEAEF continued to
focus on research and schedule of expert conferences and meetings that
aimed at facilitating regional and functional economic cooperation in
terms of cross-border infrastructure, construction and capital mobilization,
and institutional development.
As planned, NEAEF implemented activities where experts presented
papers on several themes relevant to the concrete research agenda for
financial cooperation. Specifically, there was more attention paid to the
potential creation of a regional multilateral bank for cooperation and
development. As way of background, several topics were discussed that
elaborated the features, context, and environment that a multilateral bank
for cooperation and development would be expected to confront. The
dramatic changes associated with the global financial crisis and subsequent
developments presented an additional dimension to addressing the issues
of financial cooperation and economic integration in Northeast Asia.

* Chairman of the Northeast Asia Economic Forum.
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The Forum’s meetings included:
1) Roundtable on Financing for Regional Economic Integration for
Northeast Asia and the 6th Ad Hoc Committee Meeting for
Establishing Northeast Asia Bank for Cooperation and Development
held on February 25-26, 2010 in Honolulu, Hawaii. The meeting
included the following sessions:
a. Session 1: Perspectives on Northeast Asia Economic Development and
the Proposed Northeast Asia Bank for Cooperation and Development
(NEABCD)
b. Session 2: Research Proposals on the Northeast Asia Bank for Cooperation
and Development
c. Session 3: Panel Discussion on Perspectives and Proposals
d. Session 4: Panel Discussion on the Roadmap to Establishing NEABCD
2) The 19th Annual Northeast Asia Economic Forum included Special
Sessions on Financial Cooperation in Northeast Asia and CrossBorder Regional Cooperation on August 25-28, 2010 in Ulaanbaatar,
Mongolia.
Government and non-government participants in this research
program came from all Northeast Asian countries (including North
Korea), as well as the United States. The meetings and research covered
in this report took place in China, Japan, Korea, the United States, and
the European Union. This ensures that the expertise and perspectives
included in this report are not only national and regional but also have
a global dimension.
In addition, several meetings and work-sessions, including work
over the Internet, were engaged to review and discuss this report and its
various policy recommendations.
In general, the results of the year-long meetings and discussions gave
rise to two major themes. The first had its focus on specific issues of
regional financial cooperation within the context of the regional economic
environment, coping from a global crisis and post-crisis development. The
second theme was focused on the mechanics and institutional structure
needed to realize a proposed multilateral regional financial institution. In
addition, there was a thorough review of the history and roadmap of a
specific set of recommendations that would need to be followed in the

Introduction and Overview 13

process of establishing a Northeast Asia Bank for Cooperation and
Development (NEABCD).
The Northeast Asia Economic Forum cooperated with a number of
people from government, research institutes, international and nongovernmental organizations in completing this research. NEAEF would
like to especially extend its sincere appreciation to KIEP whose generous
support made the research and activities covered in this report possible.
It is the support and leadership of institutes such as KIEP that facilitated
the insightful analyses and diverse perspectives reported in this volume
to reach relevant policies.
No doubt, more groundwork is needed prior to embarking on the
establishment of a regional development bank for Northeast Asia.
However, we believe that a significant knowledge base and a stronger
consensus have been built among the regional stakeholders, moving us
many steps closer to such a goal. In particular, the work in 2010 carried
out under this NEAEF project resulted in substantial annual achievement
as the papers and discussions in this volume well demonstrate and
paved a way for deeper and wider economic and financial cooperation
in Northeast Asia in the coming years.

A Northeast Asian Bank for Cooperation
and Development: Revisited
Lee-Jay Cho and Stanley Katz
The idea of establishing a Northeast Asian Development Bank
(NEADB) has been around since at least 1991. The 1993 meeting of the
Northeast Asia Economic Forum in Yongpyeong, South Korea, recommended
that governments in the region carefully study its feasibility. The Forum
selected the coauthor of this article, Dr. S. Stanley Katz, former executive
vice president of the Asian Development Bank (ADB), to oversee this
study after the untimely death of the original head Burnham O. Campbell.
Dr. Katz's proposals have been elaborated in a series of papers that have
been presented at annual meetings and workshops since 1994.
These efforts eventually led to the creation of an Ad Hoc Committee
for the Establishment of the Northeast Asian Development Bank (“the
Committee”) that met in Tianjin, China, from May 11-13, 2000. The
Committee once again emphasized the strong need for NEADB and the
unique role it would play in helping to finance infrastructure investment
and economic development in the region, a role not currently performed
by existing institutions. The Committee concluded that by acting as an
impartial multilateral mechanism for the transfer of capital from developed
country capital markets to the Northeast Asian region, and by helping to
disseminate technology, information, and to provide education, the NEADB
would contribute importantly to economic development. These activities
would therefore strengthen interdependence and contribute to regional peace
and stability. In light of these conclusions, the Committee decided to change
the name of the proposed bank to the Northeast Asia Bank for Cooperation
and Development (NEABCD).

1.1. What Area would the Bank Cover?
Within the larger regional span of the Asia-Pacific basin, there are three
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prominent geographic areas: South Asia, Southeast Asia, and Northeast
Asia. Our focus here is on Northeast Asia in which we include Northeast
China, Mongolia, the Korean peninsula, the Russian Far East, and Japan.
This covers a vast land area with tremendous differences in factor
endowments. The Russian land mass is endowed with rich minerals,
natural gas, timber, and marine resources. Mongolia too, with only 2.5
million inhabitants, is a vast area with enormous natural and mineral
resources. The Chinese provinces in the northeast have a population nearing
200 million if Shandong Province is included; thus besides their rich
agricultural resources, they have an abundance of labor. North Korea has
potentially high quality labor and geographically strategic coastlines and
connections. South Korea enjoys a central location and has capital and
medium cost industrial and construction technologies. Japan is a world
economic power and has massive reserves of capital, advanced technology,
and managerial know-how.
During the past century, the political environment of Northeast Asia
has been dominated by tension, military conflict, and territorial rivalries
among its major powers. Since the early 1950s, the region has been
divided into ideological blocs, and the armed conflict during the Korean
War devastated both North and South. The postwar economic recovery
in both Japan and South Korea was unprecedented; very rapid economic
growth took place without interaction with Communist China and the
USSR and their vast natural and human resources. The past few years
have seen a rapid breakdown of the cold war ideological barriers, yet
national, political, institutional, and bureaucratic impediments are still
high. Moreover, different social and cultural values, legacies, and attitudes
continue to be the main hurdle challenging effective regional economic
cooperation. The Northeast Asian region has enormous economic potential.
The Korean peninsula, for example, could serve as a hub of transportation,
telecommunications, energy exchanges (including natural gas), and related
services for that area, if integrated systems could evolve. But with the
exception of Japan and South Korea, the potential is underdeveloped
because of the low level of technology and the poor infrastructure quality,
including transportation, modern ports, communications, fiscal services, reliable
energy supplies, and stable institutions.
In the global economy today, the centrifugal force of globalization
works together with the centripetal force of regionalization: a clustering
of national or local economies based on cultural affinity, geographic
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proximity, and common economic interests. Benign regionalization, as
opposed to malignant regionalization, can stimulate competitive forces,
enhance growth, and develop dynamism in the global market. Different
countries or areas within the region have attained different stages of
industrial development, industrial structure, and demographic transition.
These differences manifest themselves in wage levels, quality of labor,
and level of industrial technology. In the process of regionalization, the
synergy of comparative advantages can be reinforced by the complementarities
that exist between different industrial structures, technological levels, and
demographic features. Interactions among these factors can generate
dynamism in an economy as a whole, and this will be the force behind
economic integration in Northeast Asia. By encouraging economic
cooperation and integration and a combination of the maturity of older
economies with the potential vitality of the newer ones, we can achieve
rejuvenation of the former and stimulation of the latter. Perhaps the most
viable and expeditious approach to regional economic cooperation and
integration is to start with functional cooperation in sectors such as
transportation, energy, telecommunications, and finance.

1.2. Developing a Regional Transportation and Logistics System
Transportation infrastructure is an important key to the integration of
Northeast Asia. For example, air traffic tends to grow as fast as or even
faster than economic growth, and the rate of container traffic growth is
generally outstripping the rate of trade growth. In the twenty- first century,
transportation capacity is expected to fall short of demand in the countries
of the region. Along with these new requirements, the physical condition
of existing transport infrastructure in the region must be considered, much
of which is more than several decades old. Its low quality, deterioration,
outdated design, and other weaknesses suggest that it will not meet the
minimum standards future transport services will require. Furthermore, the
poor condition of the existing transport infrastructure will compound the
burden of traffic movement as present equipment life cycles come to an
end. Consequently, very sizeable investments are required to replace a
substantial part of the existing infrastructure. The ability to finance this
development to continue the region's present and increase the future pace
of economic growth is crucial.
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1.3. Natural Gas as a New Energy Source
Future dynamic economic growth in Northeast Asia depends on the
availability of sufficient energy sources, and to meet this demand, the
use of natural gas must be expanded. The proposal for an international
pipeline system for Northeast Asia has been drawing increasing attention.
This project would be a means of developing a multinational, cooperative,
corporate institution that would bind the region in a common interest.
Most importantly, it would contribute to energy security and peace.
Building the necessary infrastructure for the transportation of natural
gas, however, will require enormous capital investments. But because of
the abundant reserves of gas in the region, and the strong projected
future demand for it, generating the necessary financial resources in
Northeast Asia and elsewhere in the world is feasible.
Japan must secure adequate supplies of energy for continued economic
growth and stability during the coming century, and China's demand for
oil and gas will also grow substantially over the long term. If the project
for a pipeline system for Northeast Asia were realized, designed, planned,
and carried out multinationally, stretching from the Russian Far East,
Mongolia, China, the Korean peninsula, and linked to Japan; with Japan
taking the initiative with its capital and technology, it would be an
important step toward the dynamic and peaceful economic development
of Northeast Asia in the twenty-first century.

1.4. Developing Telecommunication Infrastructures
Revolutionary change is taking place in information technology, and
recent technological innovations are changing how business, government,
and other sectors of economic life and social life operate. Economic
globalization has been hastened by electronic communication, much of it
through North America and Europe, and it is exerting major influence in
Northeast Asia. The dramatic increase in the use of the Internet and a
concomitant expansion of networks in Japan, Korea, and China underscore
the telecommunications dimension of potential economic growth. Intraregional
communication infrastructures, however, are inadequate, and more
information highways need to be built and related facilities expanded. The
increasing demand for submarine cables, landline fiber optic cables, digital
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telephone exchanges, mobile telephones, and relay stations must be met.
The expansion of Internet communications will also require extensive
Internet and computer network development, satellite launches, MSS
(mobile satellite system) installations, software development, and personnel
training. All this will call for enormous capital that must be mobilized to
realize the region's potential for growth. The challenge of national, legal,
and institutional barriers must be met for effective telecommunications
through promoting deregulation, privatization, and structural reform.

1.5. The Rationale
Over and above, the poor state of transportation, energy, and
communications infrastructure in the region, the financial infrastructure
required for future viable economic and commercial development is also
seriously deficient especially in Mongolia, Northeast China, North Korea,
and the Russian Far East. Successful development will depend on the
region's ability to attract private investment, and this will increase rapidly
when investors perceive that their investments will be supported by
adequate highway, railway, and air transportation systems; ports and
harbors; modern telecommunications; reliable energy supplies; and sound
environmental programs. Upgrading Northeast Asia's infrastructure and
the importation of engineering and construction services, materials, and
plant and equipment － much of it from outside the region － will bring
the region's infrastructure up to standards and permit it to compete
successfully with other areas, for limited private-sector resources will
involve investments in infrastructure far beyond the region's own
capacity.
An earlier study by the Northeast Asia Economic Forum estimated
that the cost of upgrading and expanding infrastructure would amount
to $7.5 billion a year for the next 15 to 20 years. These figures need to
be updated and will likely be much higher. The questions to be
addressed, therefore, are how and where this financing can be secured. A
study sponsored by the Northeast Asia Economic Forum concludes that
financing for the Northeast Asian infrastructure must come from three
main sources: (1) private sector credits and investments; (2) bilateral
official assistance; and (3) existing multilateral development banks (ADB
and World Bank). Recent studies have revealed, however, that the total
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amount of financing that can reasonably be expected from existing
multilateral financial institutions, governments, and the private sector
will fall far short of meeting the region’s projected needs for financing
infrastructure. Even in the most optimistic forecasts, these studies estimate
that maximum financing from these sources will be $2.5 billion a year,
which would leave a minimum annual investment deficit of $5 billion. It
is highly unlikely that additional funds can be provided for infrastructure
investments in Northeast Asia by the three sources noted above.
A new regionally oriented development bank, such as the NEABCD,
would provide an important part of the additional financing that could
be effectively employed in expanding and improving Northeast Asia’s
infrastructure base. Its purpose would be to supplement the capital
transfer activities of the ADB, the World Bank, and private and official
sources, thereby ensuring a more adequate flow of capital to Northeast
Asia for infrastructure.
In a recent briefing memo circulated amongst Committee members,
the following justification was proffered:
“The second important justification for The Bank is the consensus
among experts that the existing multilateral development banks
(MDBs, which consist of the World Bank and Asian Development
Bank (ADB)) have not met and cannot meet Northeast Asia’s
financing needs for regional development and cross-border
infrastructure projects. This is primarily due to the fact that the
multilateral financial institutions have shifted away from their
traditional main focus on infrastructure development, especially largescale infrastructure projects. The World Bank, as the world’s
biggest development bank, has shifted toward the principal goal
of poverty reduction and thus mainly invests in the poor areas
of Latin America and Africa. In a similar vein, the involvement
of ADB in specific and concrete development projects in Northeast
Asia is extremely limited, since the ADB focuses more on Southeast
Asia, Southwest Asia, and Central Asia. The Northeast Asian
region accounts for only 4% of the Asian Development Bank’s total
investment. It is not anticipated that any of the MDBs will change
their programs to respond to the needs of Northeast Asia or
provide financing at adequate levels to promote regional
development. At the same time, The Bank shall not be a clone
of the existing regional development banks, since they have shifted
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away from functions that The Bank intends to pursue for the
region. The Bank will, of course, form a complementary cooperative
relationship between other international financial institutions in
order to maximize the overall benefits they could provide.”
Since long-term capital is potentially available in international capital
markets to finance the region's projected net capital investment needs,
the issue is how to tap these resources, in other words, how to mobilize
and transfer (intermediate) funds from international capital markets to the
region. After evaluating the alternatives, we have concluded that a new
financial mechanism should be established, one that is capable of
intermediating long-term capital from international capital markets to
Northeast Asia for infrastructure investments.
The proposed NEABCD would supplement, but not supplant, the
financing provided by the existing multilateral financial institutions (World
Bank and ADB). The NEABCD financing would primarily be directed to
infrastructure projects that would benefit the countries and the region as
a whole. The Bank would also provide technical assistance in the
identification, design, evaluation, and implementation of these projects.

1.6. Who Pays?
The prospective regional shareholders of the proposed bank would
be China (including Hong Kong and Macau), Japan, South Korea, Mongolia,
and Russia. Participation by Taiwan is also highly desirable because of
its economic strength and extensive capital resources. The United States
would be expected to be a major participant among the non-regional
members, along with the European Union, Australia, and New Zealand.
The proposed capital structure for the NEABCD suggested an initial
capitalization of $40 billion, evidenced by capital shares, of which 50
percent would be subscribed and paid in for shares over five years, and
50 percent would be subscribed (but not paid in) in the form of callable
capital shares (that is, a form of “safety-net” commitment that would
require no disbursements by shareholders). It is assumed that the regional
countries' share of the Bank's capital would be $24 billion, representing
60 percent of the NEABCD's total capital. The 40 percent balance ($16
billion) would be available for subscription by non-regional nations.
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Referring to Asian Development Bank’s model, the subscribed capital
constitutes the largest part of ADB's financial resources: 93 percent of it
is callable capital, and the remaining 7 percent being paid-in capital. In
other words, 93 percent of ADB's capital does not represent cash payment;
it represents a form of payment guarantee by the member governments.
The 7 percent, or $3.3 billion, represents the actual cost of creating and
running ADB incurred by all member countries. On the basis of this $3.3
billion, the bank would thus be able to mobilize as much as $87 billion
(net of the Special Fund), leveraging the confidence of lenders in the
guarantees of sovereign states in the form of subscribed callable capital
shares. The guarantee of the Bank’s liquidity and assets by sovereign
governments is the basic difference between commercial banks and an
official multilateral development bank.
Let us hypothetically suggest that a regional member country were
to subscribe to 5 percent of the new Bank's proposed shares (12.5
percent of the regional total); its total financial commitment would be $2
billion. Half of that, or $1 billion, would be paid to the Bank in exchange
for shares. The payments would be made in five annual installments of
$200 million each. The balance of the country's commitment would be
“callable” and would remain uncalled except in the unlikely event of a
major financial failure (All existing multilateral development banks have
similar callable shares; and none has ever called, or expects to call, any
of these shares). Under these assumptions, the annual governmental
budgetary cost for a purchase of 5 percent of the NEABCD's shares
would be $200 million for five years. Thus, depending on the countries'
subscriptions to the Bank's capital shares, for example, Japan's estimated
cost for 5 percent of the Bank’s capital spread over five years would
amount to $1 billion, and if China purchases the same amount of shares
equal to Japan, the cost would be the same, $1 billion.
Apart from financial activities, the NEABCD would be entrusted to
carry out diverse auxiliary functions, including research on the subregion's economies, studies on policy issues, collecting and disseminating
information, and educating and training public officials in the region.
These kinds of auxiliary functions are especially important as the former
socialist countries of China, Russia, Mongolia, and North Korea are in
need of technical assistance to make the transition to market economies.
The new Bank would provide a means of regional economic cooperation,
gaining prominence within and outside the region. In this context, the
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Japanese idea of creating an Asian Monetary Fund would carry weight
when use of the yen as an international reserve currency increases through
the operations of the NEABCD.
The economic development and increase in economic interaction
among the region’s member countries could translate into greater political
stability within Northeast Asia. And membership in the NEABCD would
impose the responsibility to participate and work cooperatively within
the Bank’s institutional system and structures, which would bring a
much needed learning process to the Northeast Asian countries.

1.7. Some Political Implications
The creation of NEABCD would provide China and Japan with a
means to make part of their trade surplus with countries outside the
region available for the economic development of the region. Japan has
a long-standing political and moral obligation to these countries with
which it shares a history of conflict and war. Its contribution to regional
economic development will enhance its regional and global leadership
role.
China’s rising economic status provides more opportunities for
NEABCD. With its dramatically increasing foreign reserves surpassing
that of Japan by almost twofold, China is playing a very important role
in the world economy and in the Northeast Asia region. China is also
willing to make any necessary contribution to the regional economic
development and the integration of the regional economy. China, a giant
country although challenged by many economic and social problems,
also has much to gain from NEABCD through its access to financial
resources and technical assistance. China would very likely be a major
borrower from the proposed bank. NEABCD, though, would be able to
help promote mutual understanding and cooperation between China and
the rest of the member nations and help to maintain peace and security
in the region and elsewhere in the world.
Capital participation of the United States in NEABCD is required for
the obvious reason that the world's richest nation is needed to continue
playing the role of a counterbalancing power, thereby helping to maintain
peace and security in the region and in the world. The geopolitical
situation has changed following the disintegration of the Soviet Union.
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Nevertheless, the security role of the United States in the region is in no
way diminished, although it operates in a different context. In particular,
U.S. foreign policy toward North Korea is that of engagement, implying
that the United States and other OECD countries are expected to extend
economic aid, provided that North Korea gives up its destructive military
capabilities. The economic assistance is aimed at inducing Pyongyang to
gradually open its doors to the outside world and to become a member
of the regional and global community through economic and political
reforms. The proposed NEABCD fits this purpose perfectly. The U.S.
would be able to pursue its foreign policy at much less economic cost
than it would without a development bank in the region.
Economic exchange and the move toward economic integration
between the two Koreas are, in spite of short-term setbacks, in the
long-run certain to gain further momentum in the years to come. The
problem for South Korea is that its financial resources are limited, given
its status as a medium-sized, mid income country, and the NEABCD
would significantly lessen the financial burden on South Korea in future
economic cooperation and integration of the peninsula.

Conclusion
The North East Asian Bank for Cooperation and Development has
been proposed to help fill the region's long term infrastructure financing
needs and thereby to accelerate the region's economic development and
integration. As proposed, it would become an important institutional
vehicle for mobilizing funds in international capital markets for the
region's infrastructure needs. These funds would be raised by bond
issues and transferred through the Bank's lending operations to finance
imports of equipment and services for infrastructure investments in
Northeast Asia. Such transfers and investments, along with associated
technical advice and assistance, are essential for developing the region's
resources, attracting private enterprise, banking, and investments, and
creating a long-term Northeast Asian market for goods and services.
Besides serving these functions, the NEABCD would ensure that the
projects it helped to finance are in priority sectors of the region as a
whole. It would also ensure that the projects are free of inappropriate
payments and that they could meet internationally accepted standards of
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technical, economic and financial feasibility. Moreover, the Bank would
provide a means for spreading a significant part of the financing of
developing Northeast Asia to the international capital markets. From a
broader fiscal policy perspective, the Bank could help to avoid the
mismatching of funds and investments that has proved injurious to
Asian nations in recent years.
The purchase of shares in the proposed Bank would represent a sound
investment for countries inside and outside the Asia-Pacific region. The
return on investment, in terms of the purchase of goods and services from
each nation's exporters under bank-financed projects, would be a multiple
of the amount of paid-in investment in the Bank's capital.
Along with the capital flow, more effective transfers of industrial
technology, managerial skills, and know-how can be promoted through
the proposed regional bank. By having the member countries of this
region, including ultimately North Korea, join this financial institution,
cooperative efforts toward economic development in a regional framework
would be better facilitated than through bilateral intergovernmental
agreements. Present positive political trends provide an unparalleled
opportunity to think boldly and to be innovative about the institutional
framework for regional economic cooperation in Northeast Asia.

Role of Northeast Asia after Crisis
and NEABCD
Rak Yong Uhm
It seems that the consequences of the current global financial crisis
have been milder than predicted and feared, although things could still
get worse. The economies of the United States and European countries
have been affected severely but they have not fallen in chaotic political
and social unrest as happened during 1930s. The financial crisis and
resulting credit squeeze have also reached Asian countries such as Korea
whose economy was contracting sharply in late 2008 and early 2009. A
comforting feature of the misfortune is that Asian countries have not
suffered as badly as they did during the Asian crisis of 1997-1998 and
recovery seems to be the order of the day. However, we have to keep
in mind that these are only first-round effects and the world economic
outlook will remain grim without continuous governments’ support. We
are aware that many of the sources of today’s economic recovery are
temporary and precarious and the normal shape of the world economy
after the current crisis will be somewhat different from the previous one.
As causes of the current crisis, many economists have blamed the US
Federal Reserve for contributing to a prolonged period of excessive
liquidity because of its liberal monetary policy and also financial businesses
for the abuse of various innovative financial techniques through overly high
leveraging. It has been also argued that the swelling liquidity in the US
is partly due to large capital flows from Asia and oil-exporting countries
to the US, which is the outcome of long-time period of global imbalance.
Savings-investment gap in East Asia as combined with the fall in public
and private savings in the US is supposed to have resulted in huge
current-account imbalance. East Asia countries built up big cushions of
foreign exchange reserves after the Asian crisis, which afforded them some
protection during the current crisis.
However, this global imbalance seems no longer sustainable and it is
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said that adjustment process has already commenced on both sides of
the Pacific. Recently, ‘diminishing globalization’ has become common
and frequent remark or idea. According to the World Bank, volumes of
global trade fell by 14.4% last year. America’s current-account deficit and
China’s current-account surplus have both halved from their peaks as a
result of the crisis to around 3% and 6% of GDP respectively. It is not
very likely that net export will continue to support economic growth in
Northeast Asia countries. While industrialized economies are showing a
sluggish recovery, China and Korea began strong economic rebound
earliest. Especially, the world has been benefiting from China’s remarkable
stimulus spending. A report of the World Bank pointed out that China’s
share of world imports has grown from around 10% in 2008 to over 12%
last year. China’s demand is boosting world output and exports.
Northeast Asia countries began to assume more responsibility of leading
world economy along with the United States and the European Union. It
would be more promising to continue global economic growth when
Northeast Asia performs the task of growth engine of the world economy
in 21st century. By the same token, G-20 Seoul Summit in November is
expected to enhance the momentum of global economic recovery for
stronger and more sustainable growth.
In the course of the adjustment process, major traders in Northeast
Asia of China, Japan and Korea, three members in the G-20, need to
intensify policy coordination in the areas of exchange rate, monetary policy,
and financial supervision. In this context, Northeast Asia countries require
an economic and financial policy framework to strengthen regional
collaboration. A regional arrangement such as EU or NAFTA in Northeast
Asia will be a building block for more integrated regional and world
economy. As of now, a meaningful progress in regional arrangement is the
adoption and implementation of the Chiang Mai Initiative of ASEAN plus
three countries, which are China, Japan, and Korea. In the course of
enhancing and multi-lateralizing the Chiang Mai Initiative, these three
countries have shared a spirit of cooperation, making a good joint effort.
The current financial crisis is likely to be the catalyst for regional financial
cooperation in Northeast Asia. The creation of NEABCD will become a
prototype for more earnest regional arrangement by playing a role of
building trust and promoting financial cooperation in the region.
Northeast Asia, including China, Japan, two Koreas, Mongolia, and
the Russian Far East covers a vast land area with complementary industrial
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structure. The potential has been underdeveloped in large part of this area
due to mainly poor quality of infrastructure. When actual investment is
facilitated in Northeast Asia, it has a better chance to reduce the global
imbalance without much pain and to assume the new responsibility more
successfully. A major requirement of infrastructure project finance is the
availability of sufficiently long-term capital. Although there is abundant
capital available in Northeast Asia, the linkage between rich capital and
development demand has been weak. This suggests that the development
of regional financial setup should be undertaken to lift up the level of
capital circulation within the region.
Government budget is a major source of funding for infrastructure
investment but it is hardly stable and reliable one. National priority
changes frequently and many governments are already overly indebted
worldwide. Nowadays, several governments are losing credibility in
capital market worryingly, casting fear of a sovereign default. Since the
eruption of the current crisis, the governments of Northeast Asia also
have been expanding budget spending substantially for fiscal stimulus as
an effort to overcome the recession. However, when economy gets back
to normal, the governments will have little room to adopt expansionary
fiscal policy due to augmented public debts and inflation pressure. Many
public businesses, state-owned or parastatal agencies, also have highly
indebted financial statements. Infrastructure project investment requires a
mix of public-private arrangements and to be backed by strong publicprivate partnership. Private sector is playing an important role in the
finance, ownership, and operation of infrastructure in western industrialized
countries and more governments of developing countries are also turning
to the private sector to build infrastructure.
There are a number of sizable commercial banks in Northeast Asia,
and they have been one of the major sources of funding for infrastructure
project together with their counterparts in western industrialized countries.
In general, funding requirements of an average infrastructure project are
too large for a single bank to make a loan. Therefore, syndicated loans
have been an important risk-sharing device suitable for large loans enabling
a single bank to avoid overexposure. Although commercial banks’
capacity of long-term funding is limited as they rely mostly on shortterm deposits, the main advantages of bank loans are the flexibility of
timing to draw money, fast speed of execution and light burden of
administration. Due to the enhanced guideline of the BIS on capital
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adequacy of banks, the number of syndicated loans has been dropping
substantially over the years.
Capital markets provide long-term funding in the form of equity and
bond. Investment banks are supposed to play an intermediation role by
offering structuring and underwriting service in the capital market. During
last several decades, financial innovations, which took place on Wall Street,
enhanced not only the size and complexity of global financial markets but
also have contributed to new ways to enhance income for market participants.
For example, widespread practice of securitization has enriched the financial
markets all over the world, allowing market participants a greater access
to lower-cost credits. While financial innovation has in general made a
positive contribution to the global financial markets, the abuse of some
new financial businesses has resulted in the current crisis. Traditional
relationship banking between banks and clients has been replaced by
transactional banking where banks are eager to generate as many transactions
as possible. Banks became more interested in making bets for their own
account, so called ‘proprietary trading’ and increased their involvement
in hedge funds and private equity. Capital markets in Northeast Asia
countries are lagging far behind but their banks were hit less severely than
those of the US and European countries. The governments of Northeast
Asia countries have put a lot of effort into developing their capital markets
resulting in limited success. It is a challenge now facing policy makers of
those countries of how a proper balance can be restored between modern
efficient financial market and financial system risk control.
In these circumstances, creation of a new regional multilateral financial
institution, the NEABCD, will also enable Northeast Asia countries to
make use of regional savings for economic development of the region.
The mission of the NEABCD will be to support infrastructure development
in its member countries and cross-border projects by providing long-term
funding with priorities to promote private investment in those activities.
It is difficult for existing multilateral financial institutions like the World
Bank or the ADB to allocate such large funds that Northeast Asia
demands for infrastructure investment. They have to take care of many
member countries with limited resources. Recently, they are concentrating
more resources on human development or poverty reduction than on
infrastructure development. The NEABCD will be able to be involved in
project financing as an equity investor, project lender or guarantor. It
will also provide various technical assistance and advisory services at
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different stages of the project cycle. The NEABCD will have dual capability
of having public and private sector operations under one roof offering
important synergies to support infrastructures in Northeast Asia. Its
lending operations are to be financed mainly by borrowing on the world
capital markets, preferentially on the regional markets. This financial
operation is expected to contribute to the development of capital markets
in Northeast Asia. The NEABCD will promote efficient use of private
financial resources for investment in infrastructure by playing a role of
catalyst or confidence building. For instance, its guarantee will mitigate
perceived risks for project lenders and equity investors on a ‘lender of
last resort’ basis. The NEABCD will collaborate with other financial
market players using credit instruments such as co-financing. It may
lend on a conduit basis so that commercial lenders make loans in the
NEABCD’s name. Commercial lenders’ loans will receive the benefit of
the NEABCD’s privileges since the NEABCD is ‘the lender of record’.
The NEABCD will provide the Northeast Asia countries with an
effective financial framework to ensure strong and sustainable growth. It
will also help Northeast Asia to meet its new responsibility in the
post-crisis economy for contributing to reshaping the global economic
and financial architecture.

In Support of a Regional Development
Bank in Northeast Asia:
Provision of Regional Public Goods
Chung Lee

Northeast Asia, which consists of China, Japan, the Korean peninsula,
Mongolia, and the Russian Far East, is one of the most dynamic regions
of the world. Japan, the second largest economy in the world for many
years, has recently been surpassed by China. It is in fact expected to
become the largest economy of the world in 2015. South Korea is the 10th
or 11th largest economy in the world. The Russian Far East is a resource
rich part of the region that has the potential to develop into a major
supplier of valuable natural resources for the dynamic but resource-poor
economies in the region.
In recent years, three of these economies ― China, Japan and South
Korea ― have become increasingly integrated through trade, direct
investment, and production networks even though they are not formally
integrated as in the case of the European Union and the NAFTA. There
are a number of reasons why building such a formal structure in the
region in the foreseeable future may be difficult; they include territorial
disputes and disagreements over the interpretation of historical events.
But, as the nations in the region realize the potential gains from such
formal regional institutions they will be persuaded to overcome the
barriers to building such institutions. One factor that works toward such
realization is the emergence of China as a major player in the world
economy and increasing interdependence among the economies in the
region.
The emergence of China as a major economy of the region and the
world has had dual effects on its neighboring economies. The first is the
effect of China’s catching-up with Japan and especially with Korea in its
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industrial and export structure. This catching-up in China’s comparative
advantage has made it a formidable competitor in export markets for
Korea and Japan, albeit less so for the latter than the former. The second
effect is the spread of production networks in the region through vertical
integration of China’s manufacturing industries with those of its
neighbors. That is, China imports intermediate products from Japan and
Korea, which are then processed into final products and exported to the
rest of the world. This spread of production networks has made the
growth of the Chinese economy closely linked with that of the Korean
and Japanese economies. We don’t know how long this process of vertical
integration will continue, as we expect China to extend its value-added
chain and produce many of the intermediate products that currently go
into the assembly of its final products. When China reaches that stage
we would expect there to be more of intra-industry trade in the region,
as has happened with trade among the developed economies of the
world.
The cross-border spread of production networks will increase when
and where investments are made to build infrastructure capital that
would facilitate the shipment of parts and components as well as final
products. One such investment we can foresee is the construction of an
undersea tunnel connecting the Korean peninsula and Japan. There are a
number of proposals for such a tunnel, but whatever is finally chosen
the tunnel will have a profound effect on the economies of the region,
especially for Japan as it will expand Japan’s access to the Eurasian
continent (provided that traffic is allowed through North Korea). Given
the cross-border nature of investment for such a tunnel, given huge
spillover effects that it would create, and given that benefits from it
would be distributed unevenly among the countries involved, a regional
development bank would have to step in to bring about multi-country
negotiations and mobilize funds for the construction of the tunnel.
Another function for the bank is that of financing infrastructure
investments in less-developed areas of the region. The process of economic
development and integration has not taken place in an even manner
throughout the region. For example, there remain in China a number of
areas still lagging in economic development in comparison with its
coastal regions. There are, of course, certain natural/geographical reasons
why economic development has not and may not take place in those
areas: distance from major ports for shipping is one such reason and
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poor endowment of natural resources another. With uneven development, the
benefit of economic development is not equitably shared throughout the
region, contributing to massive labor migration and, possibly, to political
instability.
Developing geographically remote areas may not be, however,
economically feasible even after taking into account externalities and
would thus require a careful cost-benefit analysis. Still the point is that
investments for balanced regional development will be facilitated if there
is an institution that takes into account cross-border externalities and a
regional development bank may be such an institution. We cannot rely
on private capital markets to finance such projects as, although the
return on such investments to society is high enough to warrant them,
the private return on their investment may not be high enough to induce
private investors to make the necessary investment.
Some may say that we don’t need a regional development bank
when private financial markets would finance projects if they are profitable
enough for investment.
We can offer the externality argument plus capital-market imperfections
such as the asymmetry of information and adverse selection as the basis
for establishing a regional development bank. Furthermore one clear
lesson from the global financial and economic crisis of the recent years
is that there are a number of essential roles that the state should play in
free-market capitalism to make it function efficiently. As unregulated free
financial markets are not necessarily efficient and may in fact cause
financial instability, as they have lately done, neither can all the needs of
a society be met by private financial investment. There are sound reasons
for government regulations and for investments by quasi-public institutions
such as a regional development bank.
To the role as a financier of physical infrastructure investments we
could add another category of projects that such a bank may seriously
consider as part of its projects: they are regional public goods.
It is well understood that global public goods such as international
regimes providing common framework for international transportation
and communications, trade and investment, harmonized taxation, monetary
policy, and governance are central to the well-being of nations and
individuals of the world. For the similar reasons there are certain public
goods that are specific to a region and are essential for the well-being of
the nations and individuals of the region.
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There are a number of public goods specific to Northeast Asia. They
include cross-border environmental issues such as the yellow dust blown
over to Korea and even to Japan from Mongolia in the spring, infectious
disease, financial market regulation and stabilization, transport,
telecommunications and data transmission, power grids, agricultural
research and extension, and law enforcement. It is also well known that
regional public goods are generally underprovided, if not completely
neglected. One reason for the under-provision is the absence of supranational
organizations that can internalize the benefits from regional public goods
for all members of the region and thus undertake such projects. That is,
much of the benefit to the region is external to individual countries of the
region.
Provision of some of these public goods may require the establishment
of an institution with recurring expenses for their provision while others
may suffice with an initial investment. To undertake the provision of
regional public goods on a continuous basis, which has to be paid for on
a recurring basis, it is necessary to mobilize capital, but it will be done
only by multilateral organizations such as a regional development bank.
We know that such public goods will have to be delivered on that
supranational level by a number of national governments in the region
acting in concert or by establishing regional institutions with the authority
and responsibility to provide such public goods.
In other words, given that such goods are transnational in benefit
and being public goods a supranational organization will have to undertake
their provision.
There can be many ideas and plans for institutionalizing economic
cooperation/integration in the region, but we know, as in the case of the
European Union, that a modest but realistically achievable target can be
the beginning of an eventual economic integration if properly guided
with a far-seeing vision. At present, efforts to create institutions to
provide regional public goods can be a good beginning for such a future
as they can serve to solve trans-border problems and create a sense of
community in the region, thus paving the way to an eventual regional
economic integration.

The Establishment of the NEADB and
the Countermeasure of Local Government:
From Conception to Promotion
Li Gangzhe

4.1. Preface: From Conception to Policy
In June 2009, the Tokyo Consortium presented the five suggestions on
the development of NEABCD (abbreviated as suggestions) and the report of
the establishment of NEABCD and Japanese diplomatic cooperation strategy
(abbreviated as report) to the Prime Minister. Besides, a press conference
was held in the National Diet Journalist Club, drawing much attention at
home and abroad.
On June 30th, the Japan Times reported the suggestion of NEABCD.
Then, Hankyoreh News reported the research on the NEABCD, presented
at the Seminar of Tokyo Consortium and as well as its presentation of
the suggestions to the Prime Minister, announcing that the NEABCD has
entered the stage of promotion.
From September 26th to 27th, the ways and means of putting forward
the proposal were thoroughly discussed at the Northeast Economic
Forum held in Osaka, Japan by experts from China, Japan, South Korea,
and other countries. Then, the Tianjin Government and Northeast Asia
Economic Forum convened the Second NEABCD Experts Conference in
Tianjin, China on October 10th. The proposal was examined further by
experts who agreed that the international environment for Northeast
Asia economic cooperation had undergone great change. The problem of
the North Korea peninsula appeared likely to be solved soon. Meanwhile,
a multinational institutional system for Northeast Asia seemed on its
way to establishment. Thus the conditions for the establishment of
NEABCD were favorable. The discussion thus focused specifically on the
ways and means to promote the establishment of NEABCD. This article
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will elaborate on the specific suggestions regarding the establishment of
the NEABCD, the content and nature of the proposal, as well as the
strategy for implementation based on these discussions.

4.2. Suggestions for the Establishment of NEABCD
After the end of the Cold War, globalization and localization have
become world trends. At the beginning of the 21st Century, Northeast
Asia was undergoing substantial changes in policy and economic order.
On the occasion of the Summit of the Association of Southeast Asian
Nations (ASEAN) Plus China, Japan, and South Korea (10+3) in Manila,
Philippines on November 1999, leaders from Japan, China, and South
Korea met for the first time, and decided to meet “informally” between
each formal summit. On June 2000, North and South Korea held prime
ministerial talks, which opened a new chapter of inter-Korean relations.
In September of that year, Japanese Prime Minister Junichiro Koizumi
made a historic visit to Pyongyang, actualizing a Japan-DPRK summit
which issued a Japan-DPRK Pyongyang Declaration that rocked the
world. This chain of historic events indicated that Northeast Asia is
approaching a turning point in solving historical issues and implementing
cooperation. In this situation, Japan began to enhance its awareness of its
Asian identity and to realize, it should alter its policies of economic and
external cooperation.
After 15 months of research, a study team sponsored by the Tokyo
Foundation put forward a proposal to establish NEABCD. This research
involved numerous discussions of Northeast Asian economic issues, detailed
interviews conducted in Japan, relevant Northeast Asian countries, and
international institutions. This research probes the strategies and action
programs to carry forward NEABCD, following five suggestions:
1. Propose the establishment of NEABCD at a summit of China,
Japan, and South Korea
2. Establish an NEABCD organizing committee
3. Carry out feasibility studies on major projects for regional cooperation
in Northeast Asia
4. Set up a Northeast Asia platform conference as the institution for
supporting and reinforcing NEABCD
5. Frame the vision for the overall development of the economy in
Northeast Asia, based on a NEABCD
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4.3. Basic Assumptions for a NEABCD
4.3.1. The Basic Assumptions for a NEABCD
(a) The nature of the bank: The NEABCD should be a sub-regional
international development bank targeting multi-national cooperation in the
Northeast Asian region.
(b) The qualifications for affiliation: These should be based on the
principle of openness to all nations, regions, citizens and institutions
interested in joining. Priority should be Northeast Asia, then the Four
Tigers, ASEAN countries, Oceania countries, American and European
countries, and international institutions. As to Hong Kong and Taiwan,
it would be necessary to fully consider China’s position and make necessary
political adjustments. As for the local governments, the capacity of the debt
security should be taken into account. Citizens and NGOs can affiliate with
the NEABCD through the fund established by them.
(c) Organization: The organization of the NEABCD should not only
embrace the successful experience of the existing international development
banks, but also take the globalized and regionalized political and economic
situation into account. Meanwhile, it should reach for independence,
effectiveness, efficiency, marketability, impartiality, transparency, and meet the
needs of a diverse Northeast Asia.
(d) Capital scale: The original authorized capital is set at 60 billion
US dollars, consisting of 30 billion paid-in capital and 30 billion callable
capital. Paid-in capital could be accumulated through installments; 50% can
be paid in dollars, euros, or yen while the other half can be paid in the
currency issued by various countries.
(e) Capital allocation: Capital allocation should be based on (1) national
economic development and comprehensive national strength, (2) autonomy
and subjectivity (more than half share) within regions of different countries,
(3) the core effect of the Japan, China, and the ROK, (4) the coordination
of countries outside the region and international institutions (leaving a
certain proportion for capital contribution).
(f) Business scope: Content and financing targets of the Bank should
be (1) finance and guarantee construction of economic infrastructure, (2)
finance and guarantee private sector investment, (3) encourage market
economy and guarantee the financing of state-owned enterprises, (4) promote
trade finance and coordinate finance targets and their scope with the Asian
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Development Bank and other national banks as well as private banks.
Simultaneously, priority should be given to transnational social infrastructure
projects, and projects with greater economic benefits.
From the investor’s perspective, the business should pay attention to
(1) value added, (2) the catalyst to attract private capital, (3) integrated
development plans and mediation functions of the region, and (4) the
promotion of trade and investment. Target areas for investment and
financing are China (the three northeastern provinces, Inner Mongolia
and other regions first), North Korea, Mongolia, the Russian Far East
and Eastern Siberia.
4.3.2. The Original Idea and Plan
As early as 1991, during the Northeast Asia Economic Forum held in
Tianjin, Mr. Ma Hong, President of the Development Research Center of
the Chinese State Council, and Dr. D.W. Nam independently proposed
the establishment of a NEABCD. The Northeast Asia Economic Forum
subsequently organized experts to undertake research. In 1993, a NEABCD
was discussed at the Third Northeast Asia Economic Conference. Since
then, the topic has been discussed as a main issue in annual forum
meetings. In 1997, Stanley S. Katz, Former Vice President of the Asian
Development Bank addressed the topic at the Seventh Northeast Asia
Economic Forum held in Ulaanbaatar. This address received considerable
attention from other delegates and the news media.
On October 1999 at the ninth meeting of the Northeast Asia
Economic Forum held in Tianjin, the discussion continued. The Tianjin
Municipal Government proposed to host its headquarters in Tianjin and
offered free office space. This proposal surprised other participants at the
meeting and made Tianjin one of the most active promoters of a
NEABCD. In May 2000, the first special meeting of NEABCD experts
was held in Tianjin to discuss and promote the concept.
Research undertaken by the Tokyo consortium is a broader promotion
strategy and action plan for a NEABCD. It is based on the previous
research and former experiences and achievements along with an independent
proposal and extensive surveys and studies and has produced specific
policy recommendations.
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4.3.3. The Attitudes of Related Countries and International Organizations
Although individual experts and officials expressed a wide variety
of personal views on a NEABCD, relevant countries and international
organizations had not yet taken official stands on the idea of establishing
a NEABCD. The majority of the experts and scholars were sympathetic
to the idea of establishing a NEABCD, but doubted its practicability.
In particular, Japan, the major capital supplier in Northeast Asia,
had the most negative view. Two reasons were the absence of diplomatic
relations between Japan and North Korea, and Japan’s domestic economic
recession. However, Japan changed its views after the summit between
the leaders of the two countries, and began to show interest in the
suggestion of the Tokyo Consortium. Besides, the domestic economic
recession had little influence on the export of capital such as international
organization. For example, in 1994, Japan invested 10 billion dollars for
the establishment of KEDO. The estimation of compensation after the
establishment of diplomatic relations between Japan and North Korea
was not reduced because of the economic recession. On the contrary, it
increased from 50 billion dollars in the early 1990s to 100 billion dollars
at present. As long as the relationship between Japan and North Korea
remains normal and there is no objection from the US, Japan has no
reason to take exception to the establishment of a NEABCD.
South Korea had the most positive attitude. The idea had President
Kim Dae Jung’s support. Mr. Roh Moohyun, the next President, demonstrated
that he would actively support economic cooperation, including the
establishment of a NEABCD. The position of South Korea assumed great
importance as a lubricant in the relationship between China and Japan,
regarding this matter.
In China, the local government and academic circles had positive
attitudes toward a NEABCD. Although the central government did not
comment on this issue, it did not take exception to Tianjin’s approval
and offer to host a NEABCD. Moreover, China as a beneficiary had no
reason to oppose the idea. As beneficiaries, North Korea, Mongolia, and
Russia readily supported the proposal to establish a NEABCD.
Countries outside the region and international organizations did not
reveal their positions. The US did not oppose economic cooperation in
Northeast Asia. When our investigation group brought forward the
proposal of establishing a NEABCD during its visit to the US, no one

42 Financing for Regional Economic Integration for Northeast Asia II

opposed it, but it was pointed out that this idea could be impractical if
North Korea did not change.
The attitude of the ADB towards a NEABCD was that it was more
practical to give priority to the establishment of a Special Fund in ADB.
The reasons were that the demand for large amounts of money and
labor may be an obstacle to the establishment of NEABCD. However, in
spite of North Korea’s tendency to join the ADB, ADB has shown no
sign of approval. Therefore, the ADB has its own limitations in fostering
regional cooperation and development in Northeast Asia.
In the final analysis, during the past decade, the international politics
and economics that revolve around regional cooperation of Northeast
Asia have undergone substantial changes regarding the establishment of
a NEABCD. First, regional cooperation has become a historical trend.
Second, the relationship between the countries in this region has tended
to become moderate and some countries are on their way forward to
reconciliation. Even more importantly, a system of a regional cooperation
established. Although this system is presently exclusive to three countries,
it promises to absorb other countries and expand into full regional
cooperation. This bears some similarity to the development of ASEAN
and EU. The former developed from 5 countries to 10 countries, while
the latter expanded its boundaries from Western Europe to Eastern
Europe. The establishment and development of a regional cooperation
does take time.

4.4. Strategies and Action Programs for Implementing
a NEABCD
4.4.1. NEABCD Concept
NEABCD should be based on agreed fundamental ideas such as
peaceful coexistence, trust enhancement, interdependency, and profit
sharing for regional inhabitants. The basic value and orientation of a
NEABCD will be based on such ideas.
4.4.2. NEABCD Principles
a. Utilize market principles. The market mechanism will achieve the
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optimum allocation of the factors of production and resources.
b. Respect for society. Social principles will rectify any deflection
resulting from market failure, uphold justice, and protect the
weak like females and children.
c. Principle of committing to the world. Safeguard world peace,
respect sovereignty, and democracy as well as fundamental human
rights, and realize the share of resources and environment.
4.4.3. Construction of NEABCD Basic Strategies
a. Forward-looking of China, Japan, South Korea. With the close
economic relationship and the gradually formed cooperation
framework, China, Japan, and South Korea should take the lead
in Northeast Asia regarding regional cooperation and the
establishment of a NEABCD.
b. Strategy of regional reserve application. The domestic reserve
ratio is high in Northeast Asian countries and their foreign
exchange reserves account for half of those in the world. The
establishment of an international development bank will set up a
mechanism for circulation of regional funds.
c. Strategy of non-governmental and local participation. In view of
the regional specificity of cooperation in Northeast Asia, emphasis
should be put on the positive function of local authorities, financial
institutions, and NGOs during the process of regional cooperation
and development.
4.4.4. The Action Program of NEABCD Establishment should be
Divided into Three Phases and Four Levels (See Figure 4.1).
a. The Four Levels
As the dynamic integration of “top-down” and “bottom-up”, the
four levels are “Summit level,” “Minister Conference level,” “Department
of Policy Practice level,” and “Local Government-NGO level.” The Local
Government-NGO level proposes and researches a NEABCD. Policy
proposals are specifically discussed by department of policy practice (this
refers to the policy brain trusts for China, Japan, and South Korea)
before being submitted to the Summit through the Minister’s Conference.
The announcement of carrying forward a NEABCD should be delivered
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as a policy decision at the Summit, and then issued to the Ministerial
Conference level, department of policy practice level for more specific
advice. Refer to Chart 1 to find more detailed action plans for each level.
b. The Three Phases
The first phase: phase of consensus. In this phase, establishment of
a special working group is expected in Japanese cabinet, which is aimed
at negotiation and consensus with China and South Korea.
The second phase: phase of promotion, heads of state should strive
for the understanding and support of the G8 (summit of the eight developed
countries). Meanwhile, the summit of six Northeast Asian countries is
expected to be set up. Centering on China, Japan, and South Korea, an
Figure 4.1. Action Program for NEADB Establishment
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organizing committee should be put in place at the Minister Conference
level to appeal for the participation of North Korea, Russia, and
Mongolia. The Local Government-NGO level should carry forward the
establishment of a NEABCD by creating Northeast Asia platform conference.
The third phase: phase of development and expansion is where
extra-regional countries are encouraged to participate and a NEABCD is
actualized.

4.5. The Possibility of the Establishment of a NEABCD and the
Participation of Local Governments
The aforementioned strategies and plans are designed in the interest
of nations. We must explicitly indicate the necessity of paying attention
to a distinction of Northeast Asia regarding regional cooperation. As a
consequence, much emphasis should be placed on the important role
local governments will play. It was local governments that boosted
regional cooperation in Northeast Asia early on, and have played a leading
role in spurring central governments to participate in the process. Seen
from this, perspectives when it comes to the establishment of a NEABCD,
the local governments can and should participate and actively support
the idea forward because they will be the direct beneficiaries. So, how
can local governments play a role in the setting up of a NEABCD? I
advance some suggestions below.
Local governments are supposed to formulate long-term programs
which must accommodate the conjunction of regional cooperation of
Northeast Asia. For examples, the indirect and immediate relationship
between international development programs like natural gas pipelines,
and transnational railways, highways and fairways, and local areas entail
in depth research. The formulation of corresponding development strategies
and plans also requires careful consideration.
In the second place, the direct participation of local governments in
regional development sets cooperation in Northeast Asia apart from
cooperation in other regions. For instance, provinces in northeastern
China, the Far East of Russia, and part of Siberia all take part in Northeast
Asia cooperation as local governments. The local autonomous regions in
South Korea and Japan constitute the bulk of their regional cooperation
of Northeast Asia as well. In terms of the establishment of a NEABCD,

46 Financing for Regional Economic Integration for Northeast Asia II

the direct participation of local government and their profits are supposed
to have more emphasis.
Thirdly, the local governments are supposed to actively provide advice
to their own central governments in hopes of spurring the central
governments to fully respect the local governments, foster regional cooperation,
and play up both the function and the profits of local governments.
Meanwhile, the local governments must overcome separation between
regions, and promote the international program.
Fourthly, by participating in the bulk of the international exchanges
and cooperation, local governments can foster international regional
cooperation. The international cooperation between the local governments
can overcome and relieve political friction between countries, strengthen
mutual trust, and give an impetus to forming a regionally economic
common body in the future. In the final analysis, in the process of
building regional cooperation in Northeast Asia and establishing a
NEABCD, the local governments should participate actively and foster
the regional cooperation together, rather than only considering how they
can benefit from regional cooperation.

Key Points of the Proposal to Establish
and Manage a NEABCD
Jaewoo Lee

Introduction
This Korea Exim Bank Briefing Paper is composed of four parts. The
first part lays out the justification and necessity of establishing the
NEABCD. The second part addresses the financial needs and financing
requirements of Northeast Asia, which are needed to further justify the
NEABCD with quantitative analysis on the region. The third part deals
with the organizational issues such as the proposed Bank’s purpose,
amount of capital, number of shares and allocation thereof, and the
location of the Bank’s headquarters. The final part will cover the proposed
Bank’s operations such as financing facilities and supporting data.

5.1. Justification for the Establishment of the NEABCD
The key points of the first part are the need for regional development,
creation of a foundation for economic cooperation, reduction of the high
risk associated with investment in the region, and the limitations of
existing multilateral banks.
The region, comprising Japan, South Korea, and eastern China has
become one of the three great hubs of the world economy. In contrast
nearby Mongolia, North Korea, northeastern China and the Russian Far
East still remain as development frontiers with little access to capital
needed for construction of infrastructure and energy development projects.
Joint development of energy and construction of rail infrastructure following
the Trans-Siberian Railway model is a necessity for the region. It is also
important for sustained economic growth and political stability in
Northeast Asia that North Korea’s development and transition to a
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market economy be encouraged.
Creating the foundation for economic cooperation in the region is a
matter of making the countries of Northeast Asia complement each other
more efficiently. South Korea and Japan are very advanced in terms of
technology but lack access to natural resources. On the other hand,
China, Russia, and Mongolia have abundant natural resources and laborers.
Eliminating barriers to the delivery of these resources and expertise in
either direction would be a major goal of the proposed NEABCD.
Figure 5.1. Mutual Complementarities in Northeast Asia
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High investment risk in the region is a limiting factor for economic
growth in Northeast Asia. As a result of insufficient economic cooperation,
financial regulations and investment institutions have not been systematically
harmonized. The NEABCD, as a multilateral bank focusing on
cross-border projects, would enhance economic cooperation in the region.
The existing multilateral banks have been unable to facilitate enhanced
economic cooperation in Northeast Asia because they were not designed
to do so. In the case of the Asian Development Bank, its intended focus
has always been the regions of Southeast and Southwest Asia. The focus
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of the World Bank is on reduction of poverty and it tends to fund
projects within one country at a time. For Northeast Asia match the
economic progress in Southeast and Southwest Asia, a development
bank that addresses Northeast Asia’s needs is required.

5.2. Required Public Funding and Financial the Gap in
Northeast Asia
Estimation of the gap between available financing and the required
public funding in the region is a key part of the proposed NEABCD. In
previous meetings focused on finance, Dr. Stanley Katz and other researchers
have examined these issues. However as the situation in Northeast Asia
has changed since these studies a new analysis is necessary. This should
include the financial conditions in the region on both the demand and
supply sides.
Financial demand is determined by several factors. On the macro level,
the current level and outlook of GDP as well as fixed capital investment
are key indicators. On the micro level, national development plans are
important. These include the Russian Far East development project, China’s
development plans for three of its northeastern provinces, and cross-border
projects like the Trans-Siberian Railway, and construction of a unified gas
supply system.
Finance is provided publically by way of national public financial
institutions and Multilateral Development Banks (MDB). In the private
sector international investment banks are the primary factor, although
after the financial crisis of 2008, investment banking activities have
markedly decreased.

5.3. Issues Surrounding the Establishment of the NEABCD
The purpose of the NEABCD is to promote economic cooperation
and the sustainable development of the Northeast Asia region. There are
also several subsidiary goals that are crucial to the success of its overall
mission:
1. Support for large-scale cross-border projects
2. Support for green growth in Northeast Asia
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3. Encouragement of economic reform and a transition to a market
economy
The third goal, “Encouragement of economic reform and a transition
to a market economy,” is important in that it differentiates the purpose
of the NEABCD from existing MDBs. It requires participation from
countries from outside the region, such as the United States and the
European Union, that have economic interests in Northeast Asia.
Problems related to capital size would be solved by applying financial
gap analysis. Financial contributions, would be both in paid-in and
callable capital shares, and determined by criteria used by other MDBs.
Two principles about share allocation are relevant:
1. Northeast Asia countries become major shareholders with a controlling
stake, for e.g. 60%
2. distribution of shares among regional countries should be based
on every nation’s GDP, income per capita, foreign exchange reserve
and so on.
Selection of the location of the proposed NEABCD’s headquarters is
a very political issue. It would be best to approach this problem on
economic principles. Basic criteria would include a candidate city’s distance
to supporting areas and the level of sophistication of its financial industry.
Generally a shorter distance is preferable to ensure that adequate local
information can be gathered about development projects and financial
needs, and to easily as monitor projects supported by the proposed
NEABCD. A city’s financial activity is an indicator of the possibility of
obtaining co-financing from other financial institutions to further leverage
the proposed Bank’s resources,
Based on these criteria, Seoul is about average in terms of distance
and financial activity. Tokyo, being farther away from the likely project
areas is inferior with regards to distance but its greater financial activity
makes it superior to Seoul with regards to the possibility of financial
partnerships. On the other end of the spectrum, Tianjin is located close
to many of the areas that the proposed Bank would be operating in, and
is thus superior to Seoul with regards to distance criteria, but has lower
financial activity making it inferior with regards to the possibility of
partnering with other institutions.
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5.4. NEABCD Operations
The Northeast Asia Bank for Cooperation and Development’s capital
resources should be divided into ordinary capital resources, and resources
designated for aid projects. Within the Northeast Asia region, countries
that could expect to qualify for, and benefit from, aid financing would
be North Korea, China, and Mongolia. As is the stated purpose of the
Bank, the major target projects will be cross-border projects, environmental
protection projects, national infrastructure development programs and
projects, and programs for transitioning to a market economy.
For General Financing policy, governments and companies within
the region should take the role of lender/investor and guarantor for
developing countries. Countries receiving NEABCD assistance could also
use loan transfer funds from the Bank, using, as does the ADB, Ordinary
Capital Resources (OCR).
For aid financing, the NEABCD should take another queue from the
ADB and establish a Northeast Asian Development Fund for use as aid
financing. Aid-financing is to be classified as either no-interest or nonrepayable. A non-repayable grant system will be used for countries that
are unable repay principal, such as extremely undeveloped and postconflict countries. The aim is to increase the odds for continued growth
of countries receiving non-repayable grants as capital for free-of-charge
technology assistance and aid.
Lending Methods
y Project Lending: provide funds for specific projects, and in the
event that funds are insufficient for the relevant development
bank to manage directly, use the loan transfer system via the
recipient nation’s development bank
y Program Lending: rather than supporting individual projects on
an ad hoc basis, a program taking into account mid and longterm issues such as improvement of the NEA countries’ economic
efficiency, policies, institutions and investment environments. The
governments of the recipient countries will produce the implementation
schedule and the NEABCD will carry out aid after discussions
about policy with the recipient country.
y Sector Lending: allocate funds to develop sectors that, according
to economic development plans, are generally higher in priority.
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y

y

Sub-projects within the funded sector would be targets for financing.
Credit Line: indirect financing via funds provided to purchase
bonds issued by the development project within credit granting
limits. The project would take place in the recipient country and
the bonds would be guaranteed by its government.
Loan without government guarantee: financed by private companies
and development financial institutions that provide goods and
services necessary for economic development.

The NEABCD should strongly utilize guaranteed support in order to
encourage private capital investment, as it is much more cost-effective
than a direct loan, which requires obligating significant financial capital.
As a principle of financing Korea Exim Bank suggests that the
NEABCD use loans as its main method of support for projects meeting
financing criteria. In the event that large amounts of capital are needed
that private capital alone cannot supply, the NEABCD will act as investor
to facilitate the project. If attracting private investment for a development
project is difficult because of high risk, the NEABCD can encourage
private investment by acting as a guarantor for the project.
The next important principle is co-financing. The NEABCD can
encourage joint financing with other Multilateral Development Banks
(ADB, World Bank, etc.) and export credit agencies (ECA) of member
countries to secure necessary funds for regional development. This attracts
funds by using the methods of project finance or structured finance in
implementing development projects. The NEABCD will provide technical
assistance for the preparation, financing and implementation of the
projects. In particular, attention toward assistance to help countries move
toward market-oriented economies in the same vein as the European Bank
for Reconstruction and Development’s (EBRD) Legal Transition Program
should be a priority for NEABCD resources.

Conclusion: Future Research Plans
In order to further refine recommendations regarding the composition,
mission, and methodologies of the proposed Northeast Asia Bank for
Cooperation and Development, Korea Exim Bank recommends further
studies on financial gaps in Northeast Asia. Studies are needed on the
operation of other MDBs as to how to they apply their managerial and
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operations expertise to the challenges posed by NEA, and the differentiation
of the role of the NEABCD from that of other MDBs that operate in the
region, is also required.

Korea Eximbank’s Plan for Financial
Cooperation in Northeast Asia
Jai Min Lee
This paper is divided into three parts. The first is an overview of
Korea Eximbank, and the second part describes Korea Eximbank's plan
for financial support in Northeast Asia, and the final part is the
discussion of Korea Eximbank cooperation for the establishment of
Northeast Asian Bank for Cooperation and Development (or NEABCD).

6.1. Brief Description of the Export-Import Bank of Korea
The Export-Import Bank of Korea (Korea Eximbank or Kexim) is a
government bank providing financing for development projects abroad
participated by Korean companies.
It was established in 1976 with 100% government ownership. In
1987, Kexim was entrusted to operate EDCF, Korea's ODA program. Then
in 1991, Kexim was also entrusted with the operation of IKCF, a support
program for North Korea. The mission of the bank is to enhance
overseas economic cooperation through financial support of trade and
overseas investments by Korean companies.
Kexim shares in the mission and functions of other Export Credit
Agencies (or ECA). There are ECAs in over 80 countries worldwide such
as US-Exim in the United States, JBIC in Japan, and China Exim in China.
The authorized capital of the Bank totals KRW 8 trillion (equivalent
to USD 7 bil.) and has paid-in capital of KRW 5.16 trillion (equivalent to
USD 4.5 bil.). The Bank has provided loans and guarantees to 153
nations and total credit outstanding reached USD 71.4 billion as of the
end of June 2010.
Financing performance totaled USD 48 billion in 2009 and will be
increased to USD 57 billion this year.
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6.2. Plan for Financial Support in Northeast Asia Development
In regard to the Kexim's financial cooperation for NEA, the Bank
has provided little support in NEA because of relatively less active
participation by Korean companies in the region. However, we see that
this region has great potential for development demand, and this means
that demand for financing will also increase very rapidly. Therefore, we
will be expanding financing in this region.
6.2.1. Major Sectors to be Financed
In terms of major sectors to be financed, we will focus financing to
sectors that urgently require development and are deemed to greatly
contribute to regional economic cooperation.
Sectors will differ by region due to differences in development demand
and economic environment.
A few examples are presented here.
6.2.2. Far East Russia: Energy Sector
First of all, we are keenly interested in energy development projects
in Far East Russia as Korea imports 100% of all oil and natural gas
consumed in the country And has been dependent on the Middle East
for most of our energy imports and have paid high costs for energy
transportation, and in times of crises, such as war in the Middle East,
securing stable energy supplies may be almost impossible.
We believe China and Japan experience similar energy problems.
Accordingly, it is essential that we secure energy resources in neighboring
regions. Meanwhile, Russia has vast oil and natural gas resources, and is
regarded as the leading energy supplier to Northeast Asia in the 21st
century.
If Korea, China, and Japan can build a system to jointly develop
energy resources in Russia for shared consumption, all the countries in
the bloc will gain great mutual economic benefits.
In terms of energy resource development, the Sakhalin State has
been pushing ahead with the Sakhalin I-VIII Project to develop oil and
natural gas resources on the continental shelf for supply to neighboring
consumer countries, including Korea, China, and Japan.
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Energy development requires construction of oil pipelines and
natural gas pipelines. Besides that, massive infrastructure systems such
as roads and harbors for transportation of oil and gas supplies in the
region, will need to be established. Such large undertakings require a
vast amount of development funds and may span over several countries.
We believe energy development should be pursued together by the
various countries in the region. The Korea Eximbank, will actively
participate in financing energy development projects in Far East Russia.
6.2.3. Northeastern Region of China: Cross-border Infrastructure Projects
and Heavy Industry Rehabilitation Projects
In Northeastern Region of China, we are interested in cross-border
infrastructure projects and heavy industry rehabilitation projects. Three
provinces in the northeastern region of China (Heilongjiang, Jilin, and
Liaoning) border the countries of Russia, North Korea, and Mongolia. As
such, these provinces have great potential for development of cross
border projects.
For example, Heilongjiang Province trades with Russia over 50 percent
of its total trade. It means that the regional economy of Heilongjiang
Province is likely to grow in line with the economic development of Far
East Russia in the future.
Jilin Province has important regional development projects including
the Tumen River region and the Hunchun Economic region, both of
which border North Korea and Russia. Underdeveloped infrastructure
causes a bottleneck in regional cooperation. Expansion of cross-border
infrastructure in this area could raise competitiveness of the region as a
whole.
In addition to infra projects, we are also interested in heavy industry
projects in this region. The heavy and chemical industries, including steel
and petrochemical, of three provinces in a northeastern area of China
have developed due to an abundance of natural resources.
However, since economic reform in China, these provinces have fallen
far behind other regions in terms of industrial competitiveness because of
the ineffectiveness of state-run companies and conventional facilities. We
understand that these provinces are seeking large scale investments to
rehabilitate their heavy industries. The success of heavy industries in these
three provinces would greatly benefit neighboring countries.
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Korea Eximbank, will actively participate in infrastructure projects
and heavy industry projects in the northeast region of China.
6.2.4. Mongolia: Natural Resource and Infrastructure Development
Mongolia is a low-income country with per capital GDP of less than
USD 2,000. However, it is rich in natural resources, including coal, gold,
and copper, and has great development potential. Many foreign investors
hope to invest in Mongolia's mining sector, but foreign investment is
deterred due to the lack of infrastructure in Mongolia.
Railways, roads, and power plants should be constructed in Mongolia
as that would greatly promote development of the country's natural
resources and lead to greater economic development. Korea Eximbank will
also focus financing on infrastructure and natural resource development
projects in Mongolia.
6.2.5. North Korea: Basic Infrastructure Building
North Korea is a key variable to ensuring security and peace not
only in Northeast Asia but also the world. Security and peace can be
achieved through development of North Korea's economy towards a
market-oriented economy.
North Korea is regarded as one of the least developed countries in
the world. This means that there is a severe shortage of infrastructure in
the nation and infrastructure development is urgent. Infrastructure
development in N. Korea should be supported by multilateral financing
schemes in exchange for the ensured security of all NEA countries.
Kexim could lead such a multilateral financing scheme based on our
knowledge and experience of economic cooperation with North Korea.

6.3. Financing Instruments
We now need to discuss the financing instruments for such development
projects. Kexim provides a range of financial instruments to support
development projects such as loans, guarantees, and if necessary, equity.
Kexim also provides ODA (Official Development Assistance) for
development projects in low-income countries. We can take more risks
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than commercial banks and we pursue official goals such as overseas
economic cooperation, rather than commercial profits. Our involvement
in a project can induce the participation of commercial banks, thus large
sums of private capital can be mobilized.
The description of the types of financing that can be used for
development projects in NEA is as follows.
6.3.1. Direct Loan
Direct loans are extended directly to foreign buyers seeking to
purchase Korean goods and services, including services for construction
projects. Kexim extends the loan on a maximum 30-year tenor with a
maximum 7-year grace period. Loans are provided in foreign currencies,
Korean won, or the local currency. Interest rates are fixed or flexible,
depending on the preference of the borrower, and are within the level of
market rates.
6.3.2. Guarantee
Guarantees are provided to commercial banks that participate in
transactions, financed by Kexim, and the Bank, providing a 100% guarantee
for principal and interest in the event of default.
6.3.3. Project Finance
Project finance (P/F) refers to a financing technique in which the
cash flow created by the respective project is used as a financial resource
to repay funds injected into the project. If project profitability is
recognized, P/F can mobilize huge amounts of funds, regardless of the
credit status of the country implementing the project. By such merits,
borrowers or investors these days mostly seek P/F to undertake largescale projects. Since large-scale funds can be raised through P/F, many
financial institutions including MDBs, ECAs, and commercial banks are
involved in the P/F transaction. ECAs chiefly absorb political and
commercial risks, while commercial banks extend the loan. This means
that P/F transactions cannot be successful without the involvement of
ECAs. Since lenders and investors inject a large amount of money into
the project without any payment guarantee, they are mostly concerned
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about the secure withdrawal of invested funds.
Consequently, political stability, sound legal systems, and project
feasibility are important factors for participation in a project. In most cases,
the government implementing the project must contractually guarantee
protection for investors and lenders from possible risks against project
completion and operation. However, some countries are not yet able to
offer such stable and secure political, legal, and institutional systems.
Therefore, it is difficult to expect active participation by the private sector
in P/F projects for NEA development. Therefore, we at Kexim will strive
to be the catalyst that improves the P/F environment in NEA countries
by using our accumulated expertise and knowledge. Kexim has increased
P/F type financing for large-scale projects, such as industrial plants and
infrastructure construction, in Southeast Asian countries and Middle Eastern
countries. Kexim could lead P/F transactions to promote Russian energy
development projects and China's infrastructure construction projects.
6.3.4. Bilateral ODA: EDCF
Bilateral ODA is a concessional loan that a developed country
provides to a less developed country for the purpose of assisting the
latter's economic development. Accordingly, ODA has been used chiefly
by low-income countries that cannot attract commercial loans from the
international financial market as major financial resources for development.
On behalf of the Korean government, Kexim operates and manages
Korea's ODA known as the Economic Development Cooperation Fund
(EDCF). Kexim is responsible for project appraisals and execution of loan
agreements as well as other administrative duties for operation of EDCF.
EDCF supports non-commercial projects with very favorable terms
and conditions compared to general loans. Interest rates are 0.1~2.5% per
annum and maturity is up to 40 years including a maximum 15-year
grace period. Interest rates and maturity periods differ according to the
level of a country's GNI per capita.
EDCF can be chiefly extended to Mongolian projects. For your
reference, EDCF already approved USD 83.9 million for 8 Mongolian
projects as of the end of 2009. In order to maximize concessional loan
amounts for the borrower, Kexim provides mixed credit. Mixed credit
combines the EDCF loan with official export credit. For example, in
natural resource projects, export credit is provided for the development

Korea Eximbank’s Plan for Financial Cooperation in Northeast Asia 61

and production of the natural resource while the EDCF loan is provided
for construction of related infrastructure.
Through the IKCF (Inter-Korea Cooperation Fund), South Korea has
assisted economic development in North Korea. IKCF is a type of interKorean ODA, and funds are provided as grant-type aid or concessional
loans.
The Korean government entrusted Kexim with operation of IKCF in
1991. Before North Korea resumed nuclear and missile tests early last
year, IKCF financing activities, including development of Mt. Geumgang
tourism and the Gaesung Industrial Complex, had increased to total
KRW 5,453 billion (USD 4.7 billion) in cumulative disbursements as of
June 2009. If the relationship between South Korea and North Korea
improves, IKCF would resume financial support for various infrastructure
construction projects, including the Seoul-Shinuiju Railway, MunsanGaesung Highway, and the East Coast Railway/Highway.

6.4. Cooperation between Kexim and NEABCD
Finally, we will discuss Kexim's cooperation for the establishment of
NEABCD. Government development banks in Northeast Asian countries
could play important roles in the establishment and operation of NEABCD.
China Development Bank or China Exim Bank in China, Japan Bank for
International Cooperation (JBIC) in Japan, Korea Eximbank in Korea, and
Russia's Foreign Trade Bank in Russia are examples of such state-run
development banks. If possible, the US Eximbank may be able to participate
in this group.
Before NEABCD is established, they could provide co-financing for
specific development projects through official export credit or bilateral
ODA loans. Being government banks, we represent our respective
governments. As such, we can support development projects which are
deemed politically necessary. In addition, we, government banks, have a
lot of know-how regarding overseas development financing as we have
provided financial support for overseas projects for many years. As for
the financial support for individual projects in the NEA region, we could
cooperate with existing MDBs and commercial banks. Furthermore, in
order to explore suitable projects and to discuss financing terms. we
could create a financial cooperative body for development of Northeast
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Asia. The cooperative body could serve as the founding body for the
establishment of NEABCD.
As a means of the cooperation, I would like to suggest that the
government development banks in China, Japan, and Korea establish an
Infrastructure Fund to jointly support infrastructure construction in NEA.
The participating institutions would include Korea Eximbank in Korea,
China Exim or CDB in China, and JBIC in Japan. Each institution would
contribute a set amount to form the fund. The Fund would make subsidiary
funds (sub-funds) to financially support implementation of infrastructure
projects in this region. There would be one sub-fund per project. Each
sub-fund would establish a special purpose company (SPC) for operation
of the project.
The SPC could raise large amount of capital by utilizing the P/F
scheme from private financial institutions as well as official sources. As
a sub-fund is formed on a project basis, political obstacles could be
reduced and mutual cooperation could be easier.
When NEABCD is established, government financial institutions could
contribute capital as well as expertise through the dispatch of experienced
and knowledgeable personnel to assist in the operation of NEABCD. After
NEABCD begins operation, the institutions could also co-finance specific
projects which are supported by NEABCD.

Summary and Conclusion
In conclusion, the presentation can be briefly summarized as follows.
Kexim is going to expand the financial support in Northeast Asia.
The sectors to which we will focus financing are energy development in
Far East Russia, cross-border infrastructure development in far eastern
part of China, natural resources development in Mongolia, and basic
infrastructure building in North Korea. Our financing instruments are
dependent on the countries or the projects that we support.
We need to induce the project finance scheme in order to mobilize
a large sum of capital into NEA projects. However, some countries are
not prepared yet to promote P/F transaction. Thus we will strive to
improve the P/F environments in this region. We will provide ODA
loans for the projects of less developed countries, and will resume the
IKCF activities if the relation between South Korea and North Korea
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improves.
Before the NEABCD is established, government development banks
in NEA could strengthen the financial cooperation by providing cofinancing to the development projects in this region. These institutions
could form a financial cooperative body in order to suitable projects and
to discuss the financing terms. As a means of cooperation, the creation
of the NEA Infrastructure Fund could be a feasible idea.

The Prospects of the Northeast Asian
Bank for Cooperation and Development
Tsuyoshi Saito

Introduction
Northeast Asia does not have its own development bank, unlike
Asia, which has the Asian Development Bank (ADB),1) Europe the
European Bank for Reconstruction and Development, and Africa the
African Development Bank. It is said that a multilateral development
bank (MDB) is a crucial factor for developing economies as a supply
source of long-term capital to build physical infrastructure and promote
economic development in Northeast Asia.2) While several initiatives were
proposed to create a financial institution to bring capital to this region,
the Northeast Asia Economic Forum (NEAEF) has been one of the major
proponents of a development bank in the region since 1991.3) On August
27-28, 2009, the 18th annual meeting of the NEAEF was held in Busan,
South Korea and discussed the timing and structure for establishing a
Northeast Asian Bank for Cooperation and Development (NEABCD)
among other topics.4)
1) While the ADB covers the entire region of Asia, it does not provide capital and
technical assistance to the Russian Far East and North Korea. In this paper,
Northeast Asia is defined as the region that includes Northeast China, North and
South Korea, Japan, Mongolia, and the Russian Far East.
2) S. Stanley Katz, “Development Finance for Northeast Asia,” paper presented at
the 12th annual meeting of the NEAEF, Niigata, Japan, February 2-3, 2004.
3) Mark J. Valencia, “The Northeast Asia Economic Forum; Achievements and Future
Prospects,” in Politics and Economics in Northeast Asia; Nationalism and Regionalism
in Contention, ed. Tsuneo Akaha, (New York: St. Martin’s Press, 1999), 315-328.
4) NEAEF, “Busan Declaration,” document adopted at the 18th annual meeting of
the NEAEF, Busan, South Korea, August 27-28, 2009, available at http://
www.neaef.org/pubs/neaef18/Busan%20Declaration%20FINAL.pdf (accessed on
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The NEAEF is an international non-governmental organization and
its purpose is to promote economic cooperation among the nations of
Northeast Asia and the United States by facilitating research and
dialogue on economic and social development in the region.5) In this
regard, the NEAEF is also engaged in education and training of young
researchers, policymakers, and business leaders from China, South Korea,
Japan, Mongolia, Russia, and the United States. Prior to the 18th conference,
the NEAEF hosted the 4th Young Leaders Program (YLP) from August
16 to 29.6) The 18th meeting and the 4th YLP covered a wide range of
issues in the region, such as development, energy, environment, transportation,
finance, and media communication. This author participated in both the
4th seminar and the 18th conference.
Throughout the conference, most of the experts argued that it is
necessary to establish the NEABCD, in order to address the abovementioned cross-border issues effectively. They also stated that it is good
timing to create the NEABCD because Northeast Asian countries have
been suffering from global economic recession and such a development
bank could promote economic recovery through investment in infrastructure,
serve as a catalyst for the development of a free trade agreement among
the Northeast Asian countries,7),8) and address a financial crisis effectively
by providing liquidity to the nations of Northeast Asia.9)
January 11, 2010).
5) Further information on the NEAEF is available at its website, http://www.
neaef.org/index.html (accessed on January 5, 2010).
6) The NEAEF has organized YLP since 2006 with support from the Freeman
Foundation.
7) NEAEF, “Busan Declaration.”
8) As for creating a free trade agreement among trans-Pacific countries, according to
the announcement of the United States Trade Representative (USTR) on December
15, 2009, the United States seeks to establish the Trans-Pacific Partnership Agreement
with the ten countries in Southeast Asia as well as Australia, New Zealand and
the Pacific Islands. See the website of the USTR, available at http://www.ustr.
gov/countries-regions/southeast-asia-pacific (accessed on January 29, 2010).
9) For example, Chiba and Yamamoto state that, “with the financial crisis originating
in the United States, the shape of Northeast Asia development finance
cooperation is being explored.” It is desirable that what encouraged review of
Northeast Asian financial cooperation is further explored. Yasuhiro Chiba and
Takashi Yamamoto, “Northeast Asian Development Finance Cooperation: The
New Bank and the Support Network,” paper presented at the 18th annual
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Although these general economic benefits were emphasized, political
obstacles and specific examples of potential benefits remained unclear.
As a key stakeholder, it is important for Japan to have a clearer
understanding of a new development bank in Northeast Asia. What
specific benefits can Japan expect? Can the creation of the NEABCD be
a favorable policy option for Japan to promote economic cooperation and
development in this region? What historical, political, and other technical
contexts surrounding Japan will have importance implications for future
discussion on a new bank? What policies have been proposed to meet
the financial needs for infrastructure and, if any, achieve other policy
goals, and what policies are likely to be proposed in the future? Who are
the major domestic stakeholders in Japan that will significantly or
potentially influence the establishment of a new development bank? By
considering these questions, this paper will examine the prospects of a
development bank in Northeast Asia, especially from the perspective of
Japan.
This report will provide Japan’s policymakers with a more precise
picture of the NEABCD and regional situation to help build Japan’s
diplomatic strategy for multilateral development projects in Northeast Asia.
Regional cooperation is one of the important diplomatic policy targets for
Japan as a part of its strategy for pursuing economic cooperation in the
region. The nation has been prominently involved in regional cooperation
in Asia through bilateral and multilateral channels, such as through official
development assistance (ODA)10) and leadership in the ADB since its
establishment in 1966.11) Creation of a development bank for Northeast Asia
meeting of the NEAEF, Busan, South Korea, August 27-28, 2009, available at
http://www.neaef.org/pubs/neaef18/neaef18-dl.html (accessed on January 19,
2010).
10) Ensuring Japan’s economic prosperity through promoting economic development
of Asia, political stability in Asia, and removing impediments to economic
growth of the region are some of the purposes of Japan’s ODA. (Ministry of
Foreign Affairs, Japan, “Strengthening the Basis for Economic Growth of Asia
through Japan’s International Cooperation,” published in February 2007,
available only in Japanese at http://www.mofa.go.jp/Mofaj/gaiko/oda/nyumon/
hayawakari/pdfs/04_1.pdf [accessed on January 15, 2010]).
11) Japan is one of the two largest shareholders that have 15.57% of the total shares;
the other is the U.S. See ADB’s website, “Membership,” available at http://
www.adb.org/About/membership.asp (accessed on January 29, 2010). See also

68 Financing for Regional Economic Integration for Northeast Asia II

might affect Japan’s diplomatic policies in Asia. Currently, Japan’s ODA
prioritizes South Asia, such as India, and Southeast Asia, such as Indonesia
and the Mekong Basin,12) rather than Northeast Asia. A close look at the
idea of a new development bank would contribute to identifying the
favorable conditions and problems for Japan that the region has.
Furthermore, to analyze the proposal of a new bank, it is necessary
to consider the multilateral development initiatives in Northeast Asia,
organized by the existing organizations, such as ADB, the World Bank,
and the United Nations Development Programme (UNDP), the demands
from the local governments and potential domestic beneficiaries in Japan,
and the changes in the global economy, such as the global recession and
the rise of the Chinese economy. Such analysis is useful to understand
the situation of Asia and its changing position in the world.
To take into account these factors, the following section will focus
on the background, including the geography and the political and
economic environment surrounding Northeast Asia, the emergence of the
idea of the NEABCD and other development initiatives, the favorable
and unfavorable conditions surrounding the NEABCD, including different
priorities of concerned states, especially Japan, and, finally, some implications
for regional cooperation in Northeast Asia.

7.1. Background
7.1.1. Economic and Political Conditions in Northeast Asia
In Asia, broad regional frameworks for regional cooperation exist, such
as the Asia-Pacific Economic Cooperation forum,13) the Association of
ADB, “Fact Sheet; Asian Development Bank and Japan,” available at http://
www.adb.org/Documents/Fact_Sheets/JPN.pdf (accessed on January 19, 2010).
12) Ministry of Foreign Affairs, Japan, “Strengthening the Basis for Economic Growth
of Asia through Japan’s International Cooperation,” available only in Japanese
at http://www.mofa.go.jp/Mofaj/gaiko/oda/nyumon/hayawakari/pdfs/04_1.pdf
(accessed on January 19, 2010).
13) APEC was created in 1989 to enhance economic growth in the Pacific Rim and
to strengthen the Asia-Pacific community. It has 21 members; Australia; Brunei
Darussalam; Canada; Chile; People's Republic of China; Hong Kong, China;
Indonesia; Japan; Republic of Korea; Malaysia; Mexico; New Zealand; Papua

The Prospects of the Northeast Asian Bank for Cooperation and Development 69

Southeast Asian Nations (ASEAN),14) and the ASEAN Regional Forum.15) The
last two are centered around Southeast Asia. In contrast, Northeast Asia
Table 7.1. Basic Economic Indicators of Northeast Asia Countries
Life
GNI per
Surface
School
GDP
capita, Atlas expectancy Population, Population
area
enrollment,
(current
growth
total
at birth,
method
(sq. km)
primary
US$)
(millions) (annual %)
total
(current
(% net) (thousands)
(billions)
(years)
US$)
China

4,326.2 2008 2,940 2008

73 2007 1,325.6 2008 0.6 2008 N/A N/A 9,598.1 2008

Hong
Kong

215.4 2008 31,420 2008

82 2007

7.0

2008 0.7 2008 90.7 2005

1.1

2008

Macao

18.6 2007 35,360 2007

81 2008

0.5

2008 2.5 2008 92.9 2007

0.0

2008

South
Korea

929.1 2008 9,620 2008

68 2007 141.8 2008 -0.2 2008 N/A N/A 17,098.2 2008

North
Korea

N/A N/A N/A N/A 67 2007 23.9 2008 0.3 2008 N/A N/A 120.5 2008

Japan

4,909.3 2008 38,210 2008

83 2007 127.7 2008 -0.1 2008 99.8 2007

377.9 2008

Mongolia 5.3 2008 21,530 2008

79 2007 48.6 2008 0.3 2008 98.2 2006

99.3 2008

Russia

67 2007

1,607.8 2008 1,680 2008

East Asia
and
5,658.3 2008 2,631 2008
Pacific

2.6

2008 0.9 2008 88.8 2007 1,566.5 2008

72 2007 1,931.2 2008 0.8 2008 93.1 2007 16,299.3 2008

Note: The second column under each item of statistics indicates the year of the latest
data available.
Source: World Bank Development Indicator Database, September 2009.

New Guinea; Peru; The Republic of the Philippines; The Russian Federation;
Singapore; Chinese Taipei; Thailand; United States of America; Viet Nam. See
the website of the APEC, http://www.apec.org/ (accessed on January 15, 2010).
14) See the website of the ASEAN, http://www.aseansec.org/ (accessed on January
15, 2010).
15) See the website of the ASEAN, http://www.aseanregionalforum.org/ (accessed
on January 15, 2010).
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lacks its own multilateral frameworks because the region is still
experiencing ideological conflicts and disputes over territories and maritime
borders, resulting from the wartime history and the cold war conflict.
Without its own multilateral framework for economic development,
Northeast Asia remains significantly diversified into underdeveloped and
developed areas. On one hand, the former area includes the Russian Far
East, Mongolia, North Korea, and Northeast China. On the other hand,
South Korea and Japan are developed economies. The major economic
indicators of Northeast Asian and related countries are shown in Table
7.1 below. With this significant diversity, this region currently does not
form an economic unit or bloc.
Nevertheless, interests in the potential capability of the region to
achieve significant economic development through regional cooperation
gradually increased around the time of end of the cold war.16) To realize
this potential, some multilateral initiatives emerged as follows.
7.1.2. Multilateral Frameworks in Northeast Asia
There are three multilateral frameworks in Northeast Asia that are
relevant to the present study. One is the Tumen River Area Development
Project (TRADP), a multilateral development project, initially led by the
UNDP and supported by the governments of member countries, China,
Russia, Mongolia, and North and South Korea, with Japan, Finland,
Canada, the World Bank, and the ADB holding observer status. Another
framework is the Northeast Asia International Conference for Economic
Development (NICE), organized by a think tank in Niigata, Japan and
supported by local governments in Niigata and other prefectures facing
the Sea of Japan (known as the “East Sea” in Korea). The third framework
is the NEAEF, an international non-governmental organization, led by
academic researchers and scholars. There is also a Track-217) dialogue
16) For example, Cho and Katz point out enormous economic potential of Northeast
Asia. Lee-Jay Cho and S. Stanley Katz, “A Northeast Asia Development Bank?”
NIRA Review 2001 Winter: 42.
17) Considering that there is no official Track-1 framework among the governments
of Northeast Asian countries, Susan Shirk, Director of the University of
California, the Institute on Global Conflict and Cooperation established this
unofficial Track-2 process See the website of UC San Diego, http://igcc.ucsd.
edu/regions/asia_pacific/AsiaPacific.phpNEACD/neacddefault.php (accessed on
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process focused on Northeast Asia, the Northeast Asia Cooperation
Dialogue (NEACD), which is led by scholars and involving some
government officials attending meetings in private capacity.18) This process
is not focused on regional integration as such and has only marginal
relevance to this study; therefore, it will not be discussed further.
7.1.3. Tumen River Area Development Project
While the other two initiatives are basically led by a think tank or
scholars, the TRADP is supported by central governments, particularly
the Chinese government, and an international organization, the UNDP.19)
The TRADP is a planned 20 year-long program, which aims to transform
the Tumen River basin into a transportation and trade center in
Northeast Asia.20)
The idea for this project was initially proposed by the Asian-Pacific
Research Institute of Jilin Province, China and the East-West Center of
the University of Hawaii at the International Conference for Economic
and Technological Development in Northeast Asia, held in 1990 in
Changchun, China, with participants from China, Japan, the Korean
Peninsula, Mongolia, the former Soviet Union, the United States, and the
UNDP.21) The UNDP showed a strong interest in the idea and took the
initiative to hold two conferences on regional cooperation in Northeast
Asia in Ulaan Baatar, Mongolia and Pyongyang, North Korea, in 1991
and created a Programme Management Committee (PMC) to promote
January 2915, 2010).
18) For information on NEACD, see the website of UC San Diego, http://
igcc.ucsd.edu/regions/asia_pacific/AsiaPacific.php (accessed on January 29, 2010).
19) Greater Tumen Initiative, “Background Brief Greater Tumen Initiative (GTI),”
See the website of the GTI, http://www.tumenprogramme.org/index.php?
id=129 (accessed on January 19, 2010).
20) Tsogtsaikhan Gombo, “The Tumen Programme and Regional Economic Cooperation
in Northeast Asia,” in Northeast Asia in 21st Century, ed. Yuji Masuda, (Tokyo:
Kokusai Shoin, 2001), 151. However, currently, the GTI (previously, known as
the TRADP) does not include North Korea. See the website of the GTI, GTI
member countries, http://www.tumenprogramme.org/index.php?id=127 (accessed
on January 19, 2010).
21) Tsuneo Akaha, “The Tumen River Area Development Programme and International
Political Economy,” 187-188.
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the project.22)
In 1995, China, North and South Korea, Russia, and Mongolia singed
three international treaties at the fifth PMC meeting; China, North Korea,
and Russia signed the Agreement on the Establishment of the Tumen River
Area Development Coordination Committee, and the delegates of the five
countries signed the Agreement on the Establishment of the Consultative
Commission for the Development of the Tumen River Economic
Development Area and Northeast Asia, and the Memorandum of
Understanding on Environmental Principles Governing the Tumen River
Economic Development Area and Northeast Asia. A secretariat of the
programme is located in Beijing, China. As noted earlier, Japan, Finland,
Canada, the World Bank, and the ADB are observers in the project.23)
Initially, the programme envisioned a grand design to transform
about 3,000 km2 of the cross-border Tumen River Economic Zone into an
economic center in Northeast Asia, like Hong Kong and Singapore. The
financial needs for the project were estimated at approximately $30
billion.24) However, facing financial difficulties, the project was adjusted
to be focused on five sectors, trade and investment, transport and
communications, environment, tourism and energy.25)
In 2005, at the eighth Consultative Commission Meeting held in
Changchun, China, the area of the project was expanded to include more
provinces in the region and the TRADP members agreed on the Greater
Tumen Initiative (GTI) as a new multilateral framework. In 2009, the
Chinese government adopted the programme as a national project, by
approving the pilot zone in the Tumen River Delta to boost the
cross-border cooperation in Northeast Asia in November 2009.26)
While the Tumen River project gained official support from member
22)
23)
24)
25)

Ibid.
op. cit., 189.
Ibid.
Greater Tumen Initiative, “Background Information about the Tumen River Area
Development Programme (TRADP),” available at http://www.tumenprogramme.
org/index.php?id=128 (accessed on January 16, 2010).
26) The Ministry of Commerce, People’s Republic of China, “China's Jilin aims to
build new pilot zone into innovation center: official,” November 19, 2009, news
release of the Ministry of Commerce, China, available at http://english.
mofcom.gov.cn/aarticle/newsrelease/commonnews/200911/20091106625617.html
(accessed on January 14, 2010).
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governments, particularly China, the other initiatives have developed
largely in the local, academic, and private sectors. The idea for this
project and the concept of a new regional bank derived from the same
momentum as for regional cooperation in Northeast Asia. In 1990, Dr.
Song Jian, China’s minister of science and technology, and Dr. Lee-Jay
Cho, who would be Chairman of the NEAEF, organized the 1990 Changchun
meeting in which the Tumen River project was initially proposed. The
Tumen River programme is a concrete example of infrastructure projects
in Northeast Asia and the NEABCD is proposed to meet financial needs
for these projects. Therefore, progress of the Tumen River project,
specifically supply of funds, could influence discussion on the NEABCD.
7.1.4. Northeast Asia International Conference for Economic Development
Around the end of the cold war, interest emerged in possibilities of
regional cooperation for economic development of Northeast Asia. One
example is an initiative aiming to promote economic development of the
Japan Sea Rim region and build human networks of the region, through
annual conferences since the International Forum on the Japan Sea Rim
Region held in 1990.27) Its successor, the Northeast Asia Economic
Conference, and the following successor, the Northeast Asia International
Conference for Economic Development (NICE), have been organized by
the Economic Research Institute for Northeast Asia (ERINA), a think tank
in Niigata, Japan, supported by the local governments of prefectures along
the Sea of Japan (East Sea).28) The conference invites scholars, specialists
from industries and governments from inside and outside of the region,
and has permanent committee members from China, South Korea, Japan,
Mongolia, Russia, and some international organizations, such as the UNDP
and the NEAEF. In some cases, the NICE (including its predecessor) and
27) See the website of the Economic Research Institute for Northeast Asia, “A
Continuously Evolving International Conference,” http://www.erina.or.jp/en/
Ec/index.htm (accessed on January 19, 2010).
28) Dr. Lee-Jay Cho, the chairman of the NEAEF and a senior advisor of East-West
Center of the University of Hawaii, is a member of the Northeast Asia
International Conference for Economic Development. The chairman of this
conference, Dr. Hisao Kanamori, also contributed to establishing the NEAEF of
which office is in the East-West Center of University of Hawaii. See the website
of the ERINA, http://www.erina.or.jp/en/Ec/index.htm.
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the NEAEF collaborated. For example, Dr. Lee-Jay Cho, Chairman of the
NEAEF, is a member of the Northeast Asia International Conference for
Economic Development, and, Dr. Hisao Kanamori, Chairman of the NICE,
contributed to establishing the NEAEF. Also, both initiatives jointly hosted
their annual meetings at least twice, in February 1995 and April 2004.
Furthermore, their concrete proposals are mutually complementary. The
major proposal of the NICE is the vision of the Northeast Asia
Transportation Corridors29) and the NEAEF proposes the establishment of
a new regional development bank, which would presumably fund the
building of transportation infrastructure envisioned by the Northeast Asia
Transportation Corridors. Both initiatives covers a wide range of topics,
such as not only transportation and development finance, but also
environment, energy, trade and so forth. Their identified and priority
issues, the Northeast Asia Transportation Corridors and the NEABCD, do
not compete with each other at this moment. In this regard, however, if
the briefing report about the NEABCD does not include infrastructure
project that would contribute to the realization of the transportation
corridor and benefit Japanese prefectures facing the Sea of Japan, the two
forums could compete against each other, particularly for scarce financial
resources and for priorities of the local and national governments in the
region.
7.1.5. Northeast Asia Economic Forum
The NEAEF is another example of the growing interest in the potential
capability of Northeast Asia to achieve substantial economic development
through regional cooperation.30) The Forum was founded in 1991 and,
throughout its history, a new development bank for Northeast Asia has
been a major issue of the Forum. This idea was first proposed by Dr. Ma
Hong, former president of Chinese Academy of Social Science, and it was
29) ERINA, “Vision for the Northeast Asia Transportation Corridors,” available at
http://www.erina.or.jp/en/Publications/booklet/pdf/bl1-e.pdf (accessed on February 1,
2010).
30) Mark J. Valencia, “The Northeast Asia Economic Forum; Achievements and
Future Prospects,” in Politics and Economics in Northeast Asia; Nationalism and
Regionalism in Contention, ed. Tsuneo Akaha, (New York: St. Martin’s Press1999),
321. Also, see the website of the NEAEF, “History,” http://www.neaef.org/
about.html (accessed on January 19, 2010).
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introduced into the NEAEF by Duck Woo Nam, former prime minister
of South Korea, at the meeting in Tianjin, China in September 1991.31)
Subsequently, the concept of a new development bank was elaborated by
researchers, including Dr. S. Stanley Katz, former Executive Vice President
of the ADB, and Dr. Lee-Jay Cho, Chairman of the NEAEF, and it was
presented at the annual meetings of the NEAEF. The Bank’s purpose is
to meet the financial needs for long-term physical infrastructure, such as
highways and bridges, airports and railways, ports and harbors, and power
generation, in Northeast Asia since these physical infrastructures are
essential for economic development. The blueprint of this bank will be
described in the next section.

7.2. Northeast Asian Bank for Cooperation and Development
7.2.1. Rationale
Previous studies have identified rationales for the creation of a new
development bank in Northeast Asia. First, infrastructure of the region is
outdated and below the level required to support economic development.32)
More foreign direct investment will flow into the region once investors
can recognize economic development is supported by an adequate level
of infrastructure, such as transportation, telecommunications, energy
supply system, and environmental assurance system.
However, the existing multilateral development banks (MDBs), bilateral
development frameworks, and private investors cannot provide the
required amount of capital to upgrade the region’s infrastructure.
According to Cho and Katz, the amount of capital required to improve
the infrastructure in Northeast Asia will be approximately $7.5 billion a
year for 15-20 years.33) These existing three financial sources can provide
only $2.5 billion a year according to the most optimistic estimate, as
shown in Table 7.2. Major shareholder countries of the MDBs are currently
facing the worldwide economic turmoil and financial difficulties and
31) Lee-Jay Cho and S. Stanley Katz, “A Northeast Asian Development Bank?”
NIRA Review, 2001 Winter; 41.
32) S. Stanley Katz, “Development Finance for Northeast Asia,” 1.
33) Lee-Jay Cho and S. Stanley Katz, “A Northeast Asian Development Bank?” 44.
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therefore, their fund supply for Northeast Asia seems unlikely to
increase. ODA programs are also expected to decline because of the
same reason.
Table 7.2. Financing for Northeast Asian Infrastructure Investments:
Indicative Requirements, Possible Sources and Amounts
(Annual amounts in US $ million)
Item

Subtotals Totals

Total estimated requirements

7,500

Private investments and credits

500

Bilateral sources (United States, Japan, others)

500

Multilateral development banks

1,500

IBRD (6 loans per year)

750

ADB (5 loans per year)

650

EBRD (2 loans per year)

100

Total prospective financing

2,500

Estimated financing shortfall

5,000

Source: Lee-Jay Cho and S. Stanley Katz, “Why Northeast Asian Development Bank?”
paper presented at the 4th YLP, Busan, South Kore, August 16-29.

One idea to fill this financial gap is to create special funds in the
existing multilateral development banks, designated for particular purposes
and projects. However, to enable these special funds to continue
financing projects, donor countries need to continue financial contributions,
which is currently difficult due to the same reason as for the MDBs and
ODA programs. Also, a special fund does not create the multiplier effect
of credit that a bank does, which can issue bonds backed by its
credibility derived from its callable capital from sponsor countries.34)
Therefore, a new regional development bank could more effectively
finance development projects in the region to improve its infrastructure,
which is essential to support economic development and to attract
34) S. Stanley Katz, “Development Finance for Northeast Asia,” 3.
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foreign investment. The priority of a new development bank would be
on infrastructure projects, by providing loans for these projects and
technical assistance to identify projects that would effectively facilitate
the region’s development and improve policies, legal framework, and
institutions that would support such projects.35)
7.2.2. Purposes
As the most desirable option, the a new development bank has four
aims: to promote economic and social development in Northeast Asia by
bringing overseas capital for regional infrastructure projects; to provide
advice to identify important projects; to offer technical assistance for
implementing these projects; and to mobilize funds to explore abundant
unused energy, mineral, and forest resources in undeveloped areas, in
Northeast China, the Russian Far East, and Mongolia.36) Technical assistance
is important because the region has some transition economies. Technical
assistance would include research projects on transition economies of the
region and their policies to support their economic and social reforms.
To achieve these objectives, how would a new bank accept capital
subscription to build its capital base? The next section will describe how
a new bank would mobilize funds.
Scheme
According to the blueprint of the bank,37) most capital subscribers of
the Northeast Asian Development Bank (NEADB), the predecessor of the
NEABCD, would be governments or government-related entities to
ensure the bank’s credibility. The founding nations would decide the size
of the capital base of the NEADB. The specified shares of the capital
would be allotted to Asia-Pacific subscribers. While the bank is planned
to have non-regional minority shareholders, founding countries of
Northeast Asia would have the majority of the shareholders’ voting
rights to monitor the bank’s management.
Initial subscribers to the NEADB should pay in hard currency only
35) Lee-Jay Cho and S. Stanley Katz, “A Northeast Asian Development Bank?” 44.
36) Lee-Jay Cho and S. Stanley Katz, “A Northeast Asian Development Bank?” 45.
37) Ibid. unless otherwise indicated, the following description of the bank draws on
this source.
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for the paid-in portion and the remaining unpaid balance would be a
callable asset on the books of the bank, which would contribute to
issuance of bonds by the bank as collateral in international capital
markets, backed by the credibility of the founding states. The proceeds
from the bank’s bonds would be capital sources for infrastructure
projects in the region. With this financial scheme, which is the same as
in the World Bank and the ADB, the NEADB could provide loans with
low interest rates and long maturity periods. The amount of capital the
NEADB could provide is estimated at $1-2 billion a year.
The prospective regional shareholders are China, including Hong
Kong and Macau, Japan, South Korea, Mongolia, and Russia. Participation
of Taiwan is desirable because it has substantial capital resources, which
would be possible under some arrangement as in the case of the ADB,
of which Taiwan is a member. The United States is expected to be a
major participant among the non-regional members, along with the
European Union, Australia, and New Zealand.
The capital structure for the NEADB, shown in Table 7.3, suggests
an initial capitalization of $20 billion, of which fifty percent would be
subscribed in hard currency over five years, and fifty percent would be
subscribed, but not paid-in, in the form of callable capital shares. It is
assumed that the regional countries’ share of the Bank’s capital would be
$12 billion, representing sixty percent of the NEABCD’s total capital. The
remaining $8 billion would be available for non-regional nations. Fifty
percent of paid-in portion of a new bank is a higher rate than that of the
ADB. Seven percent of ADB’s capital base was paid-in capital and the
remaining 93% was callable capital. Although 93% was not paid in cash,
the ADB can utilize it with the backing by guarantees from the member
governments. The higher rate of paid-in capital of the NEABCD is for
securing funding for a new bank of Northeast Asia because the region
has uncertainty, which might be an obstacle for financing a new bank.
The next question is how the countries concerned have responded to
the proposed NEABCD. A close look at their national interests would
provide implications for the bank’s future prospects.
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Table 7.3. Hypothetical Allocation of Shares in
the Northeast Asian Development Bank
(based on 1995 GDP per capita, with adjustments for “externalities”)
Shares

Total
Total
Annual
Amount Paid-in Payment
Annual Payment by
% of Subscribed Amount (5 years)
Members
number
(US$
(US$
(US$
total
billion)
billion) million)
“First Tier” of founding members
Japan
300,000 15
3.0
1.5
300
Russia
140,000
7
1.4
0.7
140
Republic of Korea
100,000
5
1.0
0.5
100
People’s Republic of China 200,000 10
2.0
1.0
200
Mongolia
20,000
1
0.2
0.1
20
Democratic People’s
40,000
2
0.4
0.2
40
Republic of Korea
Total First Tier
800,000 40
8.0
4.0
800
“Second Tier” and other Asian members
Hong Kong
Taipei, China
Other Asia
Total Second Tier and others 400,000 20
4.0
2.0
400
Total all Asian members
1,200,000 60
12.0
6.0
1,200
Non-Asian members
800,000 40
8.0
4.0
800
Grand totals
2,000,000 100
20.0
10.0
2,000
Note: Dashes (-) indicate amounts to be determined at a later date.
Assumptions:
1. Capitalization of $20 billion evidenced by 2 million shares valued at $10,000
per share.
2. Sixty percent of shares to be allocated to Asian nations.
3. Japan would subscribe to the same approximate portion of the total as in
the Asian Development Bank. The United States would subscribe to
approximately 10% of the shares of the NEADB (the same proportion it holds
in the EBRD).
4. Paid-in portion of shares of 50%; payment of paid-in portion over five years.
Source: Lee-Jay Cho and S. Stanley Katz, “Why Northeast Asian Development Bank?”
paper presented at the 4th YLP, Busan, South Kore, August 16-29.
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7.3. Responses of Countries and Different National Interests
7.3.1. Challenges for Regional Cooperation
Northeast Asia has a favorable condition to promote regional
cooperation for economic development. The factor endowments of the
Northeast Asian countries, such as natural resources, labor force, land,
capital, and industrial structure, can complement each other.38)
However, there are some obstacles to regional cooperation.39) The
growth rates of Northeast Asian countries vary greatly, which makes it
difficult to ensure equitable distribution of the benefit from regional
cooperation. Also, the countries, which lack financial resources for
development projects and would benefit most from regional cooperation,
lack the capabilities necessary to identify and implement infrastructure
projects.40) Furthermore, the region retains uncertainties about security,
economic, and social issues, such as the political regime of North Korea,
and the economic and political stability of domestic society in China,
including political participation of its citizens and human rights issues.
Moreover, most importantly, each country of the region has its own
priority. Different national interests also bring discordance about the
NEABCD, as described below. Before looking at Japan’s response to the
NEABCD, the next section will describe the attitudes of other major
countries.
7.3.2. Responses of Major States
The Chinese government seems favorable to the establishment of the
NEABCD41) as it is supportive of the Tumen project42) and has recently
38) Ibid., 41-42. The same is true of the Tumen project. See Tsuneo Akaha, “The
Tumen River Area Development Programme and International Political
Economy,” in Northeast Asia in 21st Century, ed. Yuji Masuda, (Tokyo: Kokusai
Shoin, 2001), 183.
39) Regarding the NEABCD, Northeast Asia has some of the same difficulties as the
Tumen river project. Tsuneo Akaha, “The Tumen River Area Development
Programme and International Political Economy,” 192-195.
40) Lee-Jay Cho and S. Stanley Katz, “A Northeast Asian Development Bank?” 44,
and S. Stanley Katz, “Development Finance for Northeast Asia,” 2.
41) Takashi Yamamoto, “Analyzing a Strategy for Development Finance Cooperation
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adopted the project as a national project.43) The central government of
China has not expressed official support for the NEABCD; however, the
municipal governments of Tianjin announced its willingness to host the
headquarters of a new bank,44) and the Research Center for the NEABCD
was also established at the Nankai University in Tianjin, China.45) The
high levels of the Chinese attendees at the meetings of the NEAEF can
also be interpreted as demonstrating China’s enthusiasm for the NEABCD.
South Korea has been enthusiastic about the creation of a new
development bank in Northeast Asia since the country places emphasis
on economic cooperation and political relations with North Korea.46) The
idea of a new bank was originally introduced into the NEAEF by a
former senior official of South Korea.47) If the NEABCD helps North
Korea to develop its economy, it would likely promote dialogue between
North and South Korea and contribute to unification of the Korean
Peninsula though a study points out that the supportive attitude of
South Korea is changing and the South Korean government might
become more interested in other policy options rather than creating the
NEABCD.48) Nevertheless, the idea of the NEABCD is still economically
beneficial for South Korea since a new bank would contribute to creating
in Northeast Asia,” AIU Global Review 2009, forthcoming: 6.
42) Tsuneo Akaha, “The Tumen River Area Development Programme and International
Political Economy,” 195.
43) The Ministry of Commerce, People’s Republic of China, “China's Jilin aims to
build new pilot zone into innovation center: official,” November 19, 2009, news
release of the Ministry of Commerce, China, available at http://english.
mofcom.gov.cn/aarticle/newsrelease/commonnews/200911/20091106625617.html
(accessed on January 14, 2010).
44) NEAEF, “The Tianjin Statement,” (paper adopted at the 9th annual meeting of
the NEAEF, Tianjin, China, October 28, 1999), available at http://www.
neaef.org/pubs/neaef09/neaef09-dl.html (accessed on January 19, 2010).
45) NEAEF, “The Tianjin Binhai Declaration,” (paper adopted at the 17th annual
meeting of the NEAEF, Tianjin, China October 18, 2008), available at http:
//www.neaef.org/pubs/neaef17/neaef17-dl.html (accessed on January 19, 2010).
46) The same is true of the Tumen River project. Akaha Tsuneo, “The Tumen River
Area Development Programme and International Political Economy,” 198.
47) Yasuhiro Chiba, “Northeast Asian Development Finance Cooperation: The Construction
of a Development Finance Support Network,” ERINA Report vol. 86, (2009), 41.
48) Takashi Yamamoto, “Analyzing a Strategy for Development Finance Cooperation
in Northeast Asia,” 6.
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new markets, such as Northeast China, North Korea, and the Russian
Far East, which are geographically close to South Korea and can provide
new supply sources of economic factors, such as natural resources and
cheap labor.49)
While North Korea is interested in attracting foreign investment to
upgrade infrastructure in its territory, it is less enthusiastic about being
involved in a multilateral framework with other countries, which is
clearly the requirement and basic premise of the proposed bank. North
Korea does not have official diplomatic relations with Japan for various
reasons,50) and this prevents Japan from participating in the Tumen
project as a member rather than as an observer as well.51)
Mongolia seems supportive of creating the NEABCD since it would
benefit from development projects invested by the NEABCD.52) Mongolia
is abundant in mineral resources, such as gold, copper, rare metals,
uranium and so forth; however, it has faced economic crisis and lacks
financial resources and large-scale development projects to utilize these
natural resources.53) Also, it maintains diplomatic relationships with both
South and North Korea54) and the creation of the NEABCD would not
49) The same is true of the Tumen River project. See Tsuneo Akaha, “The Tumen
River Area Development Programme and International Political Economy,” 199.
50) Tsuneo Akaha, “Japan’s Multi-level Approach toward the Korean Peninsula after
the Cold War,” in Charles Armstrong, Gilbert Rozman, Samuel S. Kim, and
Steven Kotkin, eds., Korea at the Center: Dynamics of Regionalism in Northeast Asia,
Armonk, NY: M.E. Sharpe, 2005, pp. 183-199.
51) Tsuneo Akaha, “The Tumen River Area Development Programme and International
Political Economy,” 197-198.
52) Takashi Yamamoto, “Analyzing a Strategy for Development Finance Cooperation
in Northeast Asia,” 6.
53) The collapse of the Soviet Union and the associated termination of Moscow’s
economic aid to Ulaanbaatar significantly affected the Mongolian economy since
the assistance from the former Soviet Union represented a large portion of the
Mongolian GDP. Mongolia is seeking new trade partners. The NEABCD would
also contribute to this policy target through its development projects. Mongolia
would be interested in development projects that would enable the country to
export its coal and other natural resources and light industry products to both
Europe and East Asia. The same is true of the Tumen River project. See Tsuneo
Akaha, “The Tumen River Area Development Programme and International
Political Economy,” 204.
54) Ministry of Foreign Affairs, “Mongolia,” available only in Japanese at http://
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negatively affect Mongolia’s diplomatic relations.
There seems to be little evidence that the NEABCD has gained
interest in the United States. There are some possible reasons that a new
development bank of Northeast Asia does not receive much attention in
the U.S. The first reason is the physical distance between Northeast Asia
and North America. The NEABCD would be located in Northeast Asia
and its projects would also be implemented in the region. However,
without U.S. participation, the NEABCD seems not feasible financially
and diplomatically since Japan would not sponsor a new bank if the U.S.
is not willing, considering their strong economic, diplomatic, and political
relationship. Also, the recent launching of missiles and development of
nuclear weapons by North Korea created tensions between North Korea
and the U.S. North Korea’s involvement in a new bank would contribute
negatively to U.S. reluctance to participate in a new sub-regional
development bank.55)
Although Russia can see benefits from a new bank that would
promote economic development in its Far Eastern territory, it seems less
enthusiastic about establishing the NEABCD than China because Russia
is reluctant to participate in any international scheme to reduce its
control over the Russian Far East. This is partly because Russia has a
concern about the increasing vulnerability of the Russian Far East region
to the growing Chinese economy and increasing Chinese population in
Northeast China. Growing interaction of goods and people across the
border might increase the influence of China in the Russian Far East.56)

7.4. Benefits and Problems for Japan
What benefits can Japan expect from the NEABCD? While local
economies in the Japanese prefectures along the coast of the Sea of Japan
www.mofa.go.jp/mofaj/area/MONGOLIA/index.html (accessed on January 19,
2010).
55) The same is true of Tumen River project, Michael P. Lavallee “Tumen River
Free Trade Area: Trade and Environment Implications,” TED Case Studies
(Online Journal of American University), Volume 5, Number 1, January, 1996,
http://www1.american.edu/TED/tumen.htm (accessed on January 11, 2010).
56) The same is true of the Tumen River project.
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will benefit from the establishment of a new bank and it will be
politically beneficial in the long term, some problems are clear in the
short term as follows.
7.4.1. Potential Benefits for Japan
In the long term, Japan can benefit from the projects in which the
NEABCD would invest. If new markets emerge in Northeast Asia with
improved regional infrastructure supported by the loans and technical
assistance of the NEABCD, the Japanese economy can diversify its markets
for its exports. Also, Northeast Asia is abundant in energy and mineral
resources, which will benefit Japan in terms of its economic security.
Also, Japan has issues of reparation and other political issues related
to the past war, and Japan’s contribution to the NEABCD would help to
settle these issues, by assisting economic development of the region,
which also enhances the leading role of Japan in development assistance
and its diplomatic position in Northeast Asia.57) Diplomatically, the
current Hatoyama administration places emphasis on relations with Asian
countries. Japan’s participation in the NEABCD will serve this attitude as
a diplomatic policy means.58)
Japan’s participation in the NEABCD could be linked to Japan’s
diplomatic efforts to persuade North Korea to cease to develop nuclear
weapons and ballistic missiles and negotiate about the abduction of
Japanese nationals. If North Korea commits to be involved in the
international community upon solving its diplomatic and security
problems, it might lead to public support in Japan for economic assistance
to North Korea. In this case, Japan has to consider whether the U.S. and
other major countries would offer economic assistance, assuming North
Korea gives up its nuclear weapons and missile development.
Another important aspect of a new development bank is in the political
sphere in Northeast Asia. Creating a new development bank for Northeast
Asia would affect Japan’s strategy of development assistance in Asia. Japan
57) Lee-Jay Cho and S. Stanley Katz, “A Northeast Asian Development Bank?” 46.
58) Hatoyama proposes an East Asian Community, See his remarks, “Japan's New
Commitment to Asia; Toward the Realization of an East Asian Community,”
November 15, 2009, in Singapore, available at http://www.kantei.go.jp/foreign/
hatoyama/statement/200911/15singapore_e.html (accessed on January 18, 2010).
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is engaging in development assistance through multilateral and bilateral
channels. For example, in fiscal 2007 (from April 2007 to March 2008), $1,633
million of Japan’s official development assistance (28.3% of the total) was
for projects in Asia.59) On the other hand, China seems eager to be involved
in creating a new bank and China might be dominant in it. This enthusiasm
of China might hamper Japan’s leadership in development projects in Asia.
Although it seems difficult to establish the NEABCD without Japan’s
capital participation, Japan has to be careful about the direction of the
discussion about a new bank. With the Chinese government demonstrating
its will to assert control over the Tumen River project by adopting it as
a national project, Japan’s reluctance to be involved in the proposed bank
and its development assistance initiatives in Northeast Asia could relatively
weaken Japan’s influence in Northeast Asia. In contrast, if Japan can
contribute to the establishment of the bank, it would strengthen its leading
position in regional cooperation along with its ODA and leadership in the
ADB.
Furthermore, Japanese local industrial circles and local governments
along the Sea of Japan will benefit from the NEABCD, and, therefore,
they support studies and initiatives by ERINA and the NICE, which aim
to promote regional cooperation for economic development of Northeast
Asia, particularly as it relates to those areas of Japan. If a preliminary list
of NEABCD’s potential projects includes Japan-related ones, such as the
Busan-Fukuoka Cross-Border Cooperation Project, the Japanese local
economies along the Sea of Japan will benefit from stronger connection
between Japan and South Korea in terms of transportation and tourism.60)
As we will see in the following section, however, these local
movements have not succeeded in persuading the central government of
Japan.

59) Ministry of Foreign Affairs of Japan, ODA White Paper 2008, Part III, Chapter
1, available at http://www.mofa.go.jp/policy/oda/white/2008/html/ODA2008/
html/ honpen/index.htm (accessed on January 19, 2010).
60) Japanese participants insisted, “A preliminary list of potential projects be
generated as part of the planning process for the NEABCD.” They added, “The
list should include the Busan-Fukuoka Cross-Border Project and the Infrastructure
project of Southern Mongolia” in the Expert Group Meeting on Financial Issues
in Northeast Asia, organized by NEAEF in May 29, 2009, available at
http://www.neaef.org/publications.html (accessed on January 17, 2010).
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Obstacles and Disadvantages for Japan
The Japanese government is not eager to create a sub-regional
development bank in Northeast Asia and it has not expressed official
support to the idea of the NEABCD. This attitude reflects the financial
situation, the diplomatic preference, and the security concern of the
Japanese government.
First, both the central and local governments of Japan face severe
budgetary difficulties. Although Prime Minister Yukio Hatoyama places
emphasis on the relations with Asian countries, the Japanese government
has a huge amount of public debt and the budget amount of Japan’s
ODA is also declining.61) Under the severe budgetary constraints, it is
difficult for the Japanese government to gain public support to make an
additional financial contribution to the creation of the NEABCD.
Also, the reluctance of the Japanese government to participate in the
NEABCD derives from of the absence of diplomatic relations with North
Korea and its strong tie with the U.S., with which Japan shares serious
security concerns about North Korean. According to the advocates of a
new bank, North Korea should be one of capital subscribers and, therefore,
the scope of business of a new bank should include the territory of
North Korea.62) However, the Japanese government does not have
diplomatic relations with North Korea or recognize it as a state, and,
moreover, it expresses strong concerns about security issues involving
North Korea, including the abduction of Japanese nationals and the
North Korean nuclear weapon and missile problems.63) If a new bank is
created and it launches a project that involves investment in North
Korea without solving these problems, Japan’s national interests would
be damaged. For example, the effects of an economic embargo against
North Korea might be significantly weakened.
Furthermore, establishment of the NEABCD might not be favorable
61) Japan’s net bilateral ODA in 2007 totaled approximately $7,678.76 million (¥904.6
billion) in 2007, which decreased by 30.2%, compared to the previous year on a
yen base. Ministry of Foreign Affairs of Japan, ODA White Paper 2008, Part III,
Chapter 1.
62) For example, see Takashi Yamamoto, “Analyzing a Strategy for Development
Finance Cooperation in Northeast Asia,” 4.
63) As for Japan’s relations with North Korea, see Ministry of Foreign Affairs of
Japan, “Japan-North Korea Relations,” available at http://www.mofa.go.jp/
region/asia-paci/n_korea/relation.html (accessed on January 9, 2010).
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for the United States since it not only has concerns about North Korean
missiles and nuclear capability but it also would be concerned that a
new bank might be a pro-China bank rather than a pro-U.S. bank. The
establishment of a regional development bank in which China control
would be one of the dominant powers might reduce U.S. influence in
Northeast Asia. Therefore, expressing official support for the creation of
the NEABCD might not be a good diplomatic option for Japan since
Japan’s contribution to the NEABCD might be interpreted as placing
more emphasis on China rather than the U.S., especially under the
current situation in which Prime Minister Hatoyama has expressed his
diplomatic preference for Asia and the Japanese government is trying to
renegotiate an alternative location for the U.S. Marin Corps Air Station
Futenma with the U.S. government.64)
Moreover, according to the current blueprint of the NEABCD, the
Russian Federation would be one of the capital subscribers and the scope
of the bank’s business operations should include development projects in
the Russian Far East. Japan has a territorial dispute with Russia over the
four islands located off the northeast coast of the Nemuro Peninsula of
Hokkaido,65) and the NEABCD’s investment in infrastructure projects in
the Russian Far East, possibly even including some of the disputed
islands, would negatively affect Japan’s territorial claims and Japan
would likely oppose such investment.
Although there is a concern that Japan might lose an opportunity to
take the leadership of development projects in Northeast Asia if the
country does not participate in any development initiatives of the region,66)
discussion about the NEABCD in the Diet would be heated since, under
the strict budget constraint, Japan’s participation in the NEABCD and
any loans to North Korea by a new bank would help North Korea indirectly.
64) As for the issue of the transfer of Futenma air facility, see for example the
official website of the Reversion Affairs Division of Okinawa Prefecture,
available only in Japanese, at http://www3.pref.okinawa.jp/site/view/contview.
jsp?cateid=15&id=531&page=1 (accessed on January 18, 2010).
65) As for the territorial dispute between Japan and Russia, see Ministry of Foreign
Affairs of Japan, “Overview of the Issue of the Northern Territories,” available
at http://www.mofa.go.jp/region/europe/russia/territory/overview.html (accessed
on January 18, 2010).
66) Mark J. Valencia, “The Northeast Asia Economic Forum; Achievements and Future
Prospects,” 324.
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Although some domestic factors, such as the local economies, long-term
interests in the diversification of export markets, securing of energy
resources, and leadership in the region argue for Japan’s participation in
the new bank, Japan’s decision will depend more on the attitudes of the
United States and China that are able to influence significantly North
Korean issues, which is an external factor and a more immediate concern
for the Japanese government.

7.5. Future Tasks: What Needs to be Pursued?
To further identify advantages and disadvantages of the NEABCD in
the future, the following points need to be considered.
According to previous studies, the functions of a new bank seem to
be focused on financial intermediation for infrastructure projects and
technical assistance to identify projects and improve capabilities and
institutions in governments and private entities of developing and transition
economies in the region, including legal frameworks and business
operations. In addition, in the 4th YLP seminar, some presenters insisted
that a new bank should also contribute to the prevention of a financial
crisis in the region, considering the current global economic turmoil
stemming from the financial crisis in the U.S. home mortgage markets.
However, how the new bank would be able to address a financial crisis
is not clear at all. This point needs to be elaborated if a new bank would
be expected to play a role in preventing future financial crises.
Moreover, Cho and Katz state, “The NEADB would provide a means
of regional economic cooperation, gaining prominence within and outside
the region. In this connection, the Japanese idea of creating an Asian
Monetary Fund will carry real meaning, when the scope and degree of
using the yen as an international reserve currency are widened through
the operations of the NEADB.”67) A more precise description about the
use of yen in the operations of a new regional development bank would
help political leaders and senior government officials in Japan assess the
potential benefits of the bank to the nation and its interests.
Furthermore, it is necessary to review and update the ideas,
especially the estimate of demand for funds, based on the latest political
67) Lee-Jay Cho and S. Stanley Katz, “A Northeast Asian Development Bank?” 46.
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and economic conditions, including the recent global financial turmoil.
After all, approximately 20 years have passed since the idea of the
NEABCD was first put forth.68) The changes in the world economy
should affect the size of the bank’s capital base and its framework and
structure. According to a 2004 estimate by Choo Won Suh, the region
would require a total of $1,588.6 billion for the next ten years for
development infrastructure needs and, considering fund supply from
foreign investment and private sector, approximately ten percent of the
total demand, $161 billion for development financing needs. According
to the author of this estimate, the $161 billion might be divided into
$81.0 billion for China, $15.2 billion for North Korea, $27.9 billion for
South Korea, and $36.9 billion for other areas, including Mongolia and
the Russian Far East.69) However, this estimate was made before the
recent global financial turmoil, which affects the terms of the estimate
significantly.
In this regard, the Research Center for Financial Cooperation in
Northeast Asia, established in Tianjin, China, in October 2008, should
publish its outputs so that their work can invite public opinion. The
summary and conclusion, adopted in the Expert Group Meeting on
Financial Issues in Northeast Asia in May 2009 in Honolulu, states that
the Chinese research group submitted two draft reports, an exploratory
study of the structure of the NEABCD and a roadmap report for
establishing the bank.70) However, these reports were not mentioned in
either the 4th YLP or the 18th NEAEF annual meeting. The latest detailed
reports that describe the organizational and policy issues, such as the
size of capital base, the funding scheme, the eligibility for membership,
its constitution, the structure of the management board and their
qualifications, the location of the headquarters and the branches, areas
and sectors in which a new bank will cover and invest, and a list of the
68) S. Stanley Katz points out this point. S. Stanley Katz, “The Northeast Asian
Bank for Cooperation and Development: From Rhetoric to Reality,” Video file
presented at the 18th annual meeting of the NEAEF, available upon request to
the NEAEF.
69) Won-Suh Choo, “Development Financing in Northeast Asia: Demand Estimates and
Suggestion,” paper presented at the 13th annual meeting of the NEAEF, available
at http://www.neaef.org/publications.html (accessed on January 18, 2010).
70) NEAEF, Expert Group Meeting on Financial Issues in Northeast Asia, “Summary
and Conclusion; Cooperation and Integration for Development Finance.”
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potential preliminary projects, would help policymakers to gain a clearer
picture of the proposed bank and its benefits for their countries.71)
Also, the Chinese economy has drastically grown and it can subscribe
more shares of a new bank, or finance projects in Northeast China by itself,
just as the Chinese government adopted the Tumen programme as a
national project. In addition, the proponents have to take into account the
adoption of the Tumen River programme as a national project by the
Chinese government. Since the idea of a new bank for Northeast Asia is
often discussed as a means of financing the Tumen project, if the Chinese
government can solely provide sufficient funds for it, the rationale for a
NEABCD might weaken.
Furthermore, the proponents of the bank should explain how beneficial
the NEABCD would be for Japan and the U.S. considering their political
concerns about North Korea. Also, although the idea of a new bank does
not necessarily receive much attention in European countries,72) the
supporters of the NEABCD should enhance the level of awareness about
the proposed bank among scholars, business professionals, and government
officials in these countries.

Conclusion and Implications
Considering the proposed bank’s advantages and disadvantages for
Japan, the nation is not likely to participate in the bank under the
current condition. However, apart from the feasibility of the bank, the
following three criteria can be used to discuss whether the NEABCD
should be established; 1) whether a new bank can make financial capital
available to the bank’s targets, i.e., the economies of Northeast China,
71) S. Stanley Katz states that the Research Center could work on more specific
issues, such as the method the existing multilateral development banks (MDBs)
use to finance infrastructure projects, the number, recruiting, responsibilities of
regional offices of MDBs, and the procedures and manuals of operation that
MDBs use to monitor and evaluate the progress and status of the projects. S.
Stanley Katz, “The Northeast Asian Bank for Cooperation and Development:
From Rhetoric to Reality.”
72) Takashi Yamamoto points out that the European Commission was neutral about
the NEADB in 2002. Takashi Yamamoto, “Analyzing a Strategy for Development
Finance Cooperation in Northeast Asia,” 7.
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North Korea, Mongolia, and the Russian Far East, including the central
and local governments and private entities; 2) whether it would contribute
to the infrastructure development of the target areas; and 3) whether it
can make available a banking institution to which other future clients in
need of capital can turn. These criteria relate to the ultimate purpose of
the new bank, which is to meet the financial needs for infrastructure
development.
According to the first criterion, it would be difficult for the NEABCD
to build a sufficient capital base because it is difficult for the Japanese and
U.S. governments to participate in the bank under the current diplomatic
situation, that is, neither country has official diplomatic relations with
North Korea and they both have serious concerns about the North Korean
ballistic missiles and nuclear capability. Since Japan would be the largest
shareholder and the U.S. is a major non-regional shareholder of the
NEABCD, the establishment of the bank would not be successful without
their participation. Consequently, in terms of the second criterion, without
Japanese and U.S. participation, the NEABCD’s contribution to the
development infrastructure of Northeast Asia would be highly limited
because of the insufficient capital base of the bank and the lack of credibility
of bonds that the bank would issue in major international markets. The
participation of Japan and the U.S. are crucial for the bank to issue its
bond in major international markets and gain proceeds, which would be
used for infrastructure projects. Likewise, according to the last criterion,
the availability of a banking institution for future clients that may need
capital would also be limited because of the bank’s lack of creditworthiness
and limited functional competence without Japanese and US participation.
Taking into account these three criteria, under the current condition,
the NEABCD should not be created because it would likely be
dysfunctional and the bank would not be able to achieve its ultimate goal.
To improve the prospects for the proposed bank, the current situation needs
to be changed and, particularly, the North Korean issues need to be
resolved.
However, it is still worth discussing the NEABCD; although national
priorities of each Northeast Asian country compete with each other in
many aspects, the NEABCD has a potential to mitigate political tensions
and improve political relations among the concerned countries by
involving them in dialogues to establish new projects in which a new
bank would invest.
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Based on the analysis above, this paper offers the following two
implications. First, further involvement of local governments and nongovernmental entities is important to deepen the discussion about the
NEABCD. Since there are political difficulties among Northeast Asia states,
the activities in the levels of non-governmental organizations, local
governments, and other private entities would develop regional ties that
would contribute to the mitigation of political tensions and suspicions
among the states in the region.
Secondly, in order to promote regional cooperation, it is preferable
for Northeast Asian governments not to provoke nationalism regarding
territorial disputes and other conflicts regarding history. Antagonistic
nationalism would hurt multilateral cooperation in the region, including
the feasibility of the NEABCD, and damage the trust relationship that
multilateral frameworks have built among the Northeast Asia countries.
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Strengthening Northeast Asian Financial
Cooperation and Promoting Regional
Common Development
Du Qiang

8.1. Background
Northeast Asia is one of the most economically dynamic areas in the
world with a total continental area of more than 20 million square
kilometers and a population of 1.6 billion. The regional GDP accounts for
one fifth of the global economic aggregate. Due to the distinctive and
complementary features of Northeast Asian economies, countries have
integrated with each other in terms of geopolitics, economy, and culture
and people-to-people engagement, which provide vast avenues for
cooperation. Over the years, with concerted efforts of Northeast Asian
countries, we have realized benign regional socioeconomic development
in the complicated economic environment, expanded cooperation space,
and promoted the pattern of regional economic integration.
One of the important strategies for China to deepen its reform is to
actively participate and promote regional economic cooperation. Among
all the cross-regional economic cooperation China has joined, it is of
great importance for China to take an active part in Northeast Asian
regional economic cooperation. In May 2006, the Chinese central government
issued the Suggestions on Issues Concerning the Promotion of the Development
and Opening-up of Binhai New Area of Tianjin, which authorized Binhai
New Area to be the comprehensive reforms pilot area. Thus, it became
the third skyscraper of China’s economic development after Shenzhen
special economic zone and Shanghai Pudong new area. Tianjin Binhai
New Area must accelerate its development, better conform to the trend
of economic globalization, and actively participate in Northeast Asian
regional cooperation and exchange.
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Tianjin Binhai New Area is located in the center of Bohai Bay with
the planning area of 2270 square kilometers and the coastal line of 153
kilometers. It is the nearest eastern starting point of Euro-Asia Continent
Bridge and an important connection for Chinese economic globalization.
Located within the area, Tianjin Port is the largest port in northern
China with cargo ranking fifth in the world. The bonded area of Tianjin
Port is the largest one in the northern part of China. In recent years,
Tianjin has made full use of the opportunities brought by the development
and opening up of Binhai New Area, and put forth efforts to establish
high quality and new industrial structure, which helped to promote its
scientific, harmonious, and prioritized development. In the first half of
this year, many economic indicators of Tianjin such as total output value,
local fiscal revenue, and fixed asset investment ranked high in China. Its
economy and social development have taken a positive development
trend.

8.2. Tianjin Promotes Financial Reform and Innovation
The Chinese central government has listed the financial reform and
innovation as the major task of Tianjin Binhai Comprehensive Reforms
Pilot Area, and focused on areas such as financial enterprise, financial
business service, financial market, and financial opening up. In recent
years, financial industries in Tianjin have made vigorous exploration in
relevant areas and generated significant achievements, centering on
establishing modern financial services system compatible with economic
centers in northern China and China’s financial reform and innovation
base.
8.2.1. Promoting Fast Development of Modern Financial Industry
In order to improve the fund system, Tianjin set up two industry
investment funds in succession, worth 20 RMB billion respectively, and
drew in over 500 private equity funds and management enterprises.
Subscribed capital has been well above 100 billion RMB, and Tianjin has
become the most concentrated area of private equity fund in China. Tianjin
has successfully held four sessions of international finance conferences for
Chinese enterprises. The investment and financing institutes all over the
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world took this conference as a platform to carry out capital connection.
It has become a popular international private equity and financing
conference with comparatively large influence. Tianjin has vigorously
developed financing charter business, and promoted the connection of
financial capital and industrial capital. The number of institutes and its
business scope rank high in China. In addition, Tianjin has vigorously
drawn in modern financial service institutions such as the International
Factoring Company, Foreign Exchange Company, Currency Management
Company, Credit Grading Company, and Financial Consumption Company,
which further amplified the financial service sector.
8.2.2. Strengthening and Enlarging the Traditional Financial Enterprises
Tianjin has drawn in the Industrial Bank of Korea, Korea Exchange
Bank, and Aioi Insurance Company to set up headquarters in Tianjin, and
has actively attracted northeast financial institutes such as the United
Overseas Bank, Woori Bank, among others to set up branch offices in
Tianjin. There are more than 40 foreign funded and joint venture financial
institutes in Tianjin. The local institutions such as the China Bohai Bank,
Bank of Tianjin, and Bohai Property Insurance Company have been steadily
increasing capital and opening more branch offices in China, thus its core
competitiveness has gradually improved. We have made full use of the
opportunities brought by domestic insurance pilot reform, and accelerated
the exploration and practice in areas such as insurance enterprise, insurance
business, and insurance market, which stimulated the healthy and fast
development of insurance industry in Tianjin. After several years’ development,
Tianjin has basically formed multi-layer, diversified, and an open financial
institution system including new generation financial institutions, along
with the traditional financial institutions and headquarters in banking,
insurance, and securities functioning as the main body.
8.2.3. Exploring and Establishing New Types of Market
Tianjin has been vigorously seeking support from the central
government, exploring and establishing different kinds of capital transaction
platforms which suit Tianjin’s development orientation. It also accelerates
the accumulation effect of talents, information, and capital.
In recent years, Tianjin has set up capital transaction platform such
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as Equity Exchange, Financial Asset Exchange, and Intellectual Property
Exchange. It also established the factors exchange platform such as
Ferroalloy Exchange, Large Commodity Exchange, as well as Emission
Trading Exchange. Meanwhile, Tianjin also speeds up its preparation for
establishing new types of exchange platform such as Shipping Exchange
and Mining Exchange so as to better serve the effective flow of regional
resources.
8.2.4. Building a Sound Local Financial Environment
Sino-Singapore Tianjin Eco-city, a strategic cooperation project between
China and Singapore, is authorized to work as a reform pilot project of
overseas-funded enterprises’ willing-based exchange settling in foreign
capital fund management. Chinese foreign exchange regulation administration
authorized pilot projects such as individual foreign currency exchange
licensed business, import payment verification system reform, and crossborder trade settlement in RMB in Tianjin, which are all continuously
improving the economic openness of Tianjin. The financial business
district is rapidly developing, which would provide a sound environment
for various financial institutions. With the growth of the Tianjin Social
Trust System, the construction of the data platform covering major credit
information of both individuals and enterprises will be accelerated and
local trust system will be improved. The construction of the Tianjin
financial service joint conference system will provide a variety of arriving
enterprises with service of both quality and efficiency.

8.3. Enhancing Financial Exchange and Cooperation in
Northeast Asia
The economic development of Northeast Asia has become a new
engine of global economic development. It is the inevitable course to
cope with new trends, new opportunities, and new challenges in the
changeable global environment by fully unleashing the development potential
of the Northeast Asian economy and finance, carrying out broad and
in-depth cooperation especially in the financial sector and promoting the
economic and financial integration in Northeast Asia.
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8.3.1. Improving a Standing Mechanism of Northeast Asia Financial
Exchange and Cooperation
Building a Northeast Asia high-level negotiation and coordination
system on financial issues with regular and ad hoc meetings will
enhance cooperation among financial institutions and enterprises, enlarge
exchanges and coordination in areas such as financial enterprises, businesses,
and markets, build regular exchange and training systems for senior
financial experts, and promote regional financial integration.
8.3.2. Establishing Northeast Asian Bank
The initiative of establishing the Northeast Asian Bank was first
proposed at the First Annual Meeting of the Northeast Asia Economic
Forum in 1991, Tianjin. Dr. Ma Hong, President of the Development
Research Center of the State Council of the Peoples' Republic of China
and Dr. D.W. Nam, Former Prime Minister of South Korea independently
proposed the establishment of a development bank for Northeast Asia.
The main purpose of the bank is to expand the long-term capital source
for the infrastructure of the Northeast Asia region and fund international
cooperation and development projects. As a multilateral regional bank
with sovereign guarantee, it will consist of government and private
capital, as well as other international financials. The Northeast Asian
Bank will raise and allocate fund based on market efficiency to further
support the booming Northeast Asian economy.
The Chinese government pays great attention to the establishment of
the Northeast Asian Bank. They supported the establishment of the
Northeast Asian Bank Establishment Work Coordination Group, formed
by China’s Ministry of Finance, People’s Bank of China, National Development
and Reform Commission, Ministry of Foreign Affairs, Ministry of Commerce,
China Banking Regulatory Commission, the Development Research Center
of the State Council, and the Government of Tianjin. Several coordination
meetings were held to map out how to improve the establishment of the
Northeast Asian Bank. It is China’s hopes that there will be more support
from other Northeast Asian countries. Within the framework of multilateral
finance, active participation and deeper research will move the
establishment of the Northeast Asian Bank forward. We hope substantial
progress will come soon.
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8.3.3. Preparation for Common Foreign-exchange Reserves
According to the consensus achieved in the ASEAN Finance Ministers’
Conference, the common foreign-exchange reserves of China, Japan, and
Korea amounting to at least 80 billion dollar will be constructed on the base
of bilateral currency swap mechanism. This program aims at increasing
the ability of fending off regional financial risks and maintaining financial
stability in Northeast Asia. In terms of current methods of investment, 80%
of the investment was shared by China, Japan, and Korea, and they will
be the locomotive of the common foreign-exchange reserves mechanism.
The construction of the reserves will help improve cooperation and
promote optimum distribution of resources.

Conclusion: Cooperation to Improve the Regional Financial
Reform and Innovation
The financial reform and innovation of Tianjin Binhai New Area has
profound meaning and bears lofty and historical mission. As the example
of domestic financial reform and innovation, it must take the lead in the
fields of financial enterprises, financial services, financial market, and
financial environment. Countries such as Japan and Korea have accumulated
abundant experience in modern financial development, financial products
innovation, financial information technologies, and financial market
construction. Tianjin hopes to extend its cooperation and exchange to
realize mutual benefits.
The development, opening up, as well as the financial reform and
innovation of the Tianjin Binhai New Area provide broad space for
exchange and cooperation, thus enormous potential opportunities between
Tianjin and the Northeast Asian countries. Investment in Tianjin is very
welcome from regional governments and the financial community to
boost regional financial cooperation. With common efforts, Tianjin hopes
to contribute towards the achievement of regional economic and social
development.

Financing and Project Management of
Cross-border Project of the World Bank
and the Asia Development Bank
Ma Junlu

9.1. Introduction to the World Bank Cross-border Projects
Table 9.1. Basic Structure of the World Bank and Its Member States
1994

IBRD

International Bank for Reconstruction and Development
国际复兴开发银行

1960

IDA

International Development Agency 国际开发协会

1956

IFC

International Finance Corporation 国际金融公司

1966

ICSID

International Center for the Settlement of Investment
Disputes 解决投资争端国际中心

1988

MIGA

Multilateral Investment Guarantee Agency
多辺投资担保机构

World Bank is composed of five subsidiary bodies － the International
Bank for Reconstruction and Development (IBRD), International Development
Association (IDA), International Finance Corporation (IFC), International
Centre for Settlement of Investment Disputes (ICSID) and the Multilateral
Investment Guarantee Agency (MIGA), with the above table providing
each organization's year of establishment and full name.
World Bank Group requires that its subsidiary bodies belong to their
member governments. Within each organization, member governments
have the final decision on all matters － no matter the political and
financial matters, or membership issues. IBRD has 185 member countries,
including almost all the countries in the world; IDA has 168 member
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countries; IFC has 181 member countries; MIGA has 173 member
countries; ICSID has 143 member countries. Appendix 1 of this chapter
presents all the member countries of the World Bank Group and a list
of their subsidiary bodies.
According to the terms of the agreement on International Bank for
Reconstruction and Development (IBRD), if a country is to become a
member of the World Bank, it should first join the International Monetary
Fund. While the membership of International Development Association
(IDA), International Finance Corporation (IFC) and Multilateral Investment
Guarantee Agency (MIGA) depends on that of International Bank for
Reconstruction and Development (IBRD).
The Secretariat of the World Bank Group is responsible for coordinating
the World Bank shareholders in order to carry out work. The department
of membership and stock subscription under the secretariat is responsible
for handling matters of new members. Member countries manage the
World Back group through their board of management and board of
executive directors. All the major decisions of World Bank agencies are
made by these two subjects.
World Bank participates, integrates and promotes the cross-border
projects in the form of loan and guarantee. The loan business is mainly
undertaken by International Bank for Reconstruction and Development
(IBRD) and International Development Association (IDA); and guarantee
business is mainly accomplished by the Multilateral Investment Guarantee
Agency (MIGA). In all the financing structures of cross-border projects
that World Bank takes into participation, a large proportion of them
apply the form of guarantee. The World Bank's guarantee is a kind of
support and supplement on loans of its other organizations (IBRD, IDA,
IFC). The guaranteed debt can usually get lower financing cost and
longer term, so that it is the “catalyst” of large-scale cross-border
infrastructure projects. Appendix 2 of this chapter presents the member
countries’ names and years of joining the World Bank’s three subsidiary
bodies mentioned above. Appendix 3 of this chapter is a list of crossborder projects launched by private sectors, which is guaranteed by
World Bank's loan. Here, the private sectors include large multinational
corporations, local companies and state-owned companies established by
governments for the projuect specially.
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9.1.2. Subscriptions and Voting Power of World Bank's Member
Countries
For countries with voting power more than 1% and their subscriptions,
see the following table 9.2, table 9.3 and table 9.4, with the three tables
corresponding to the three subsidiary bodies of IBRD, IDA and MIGA
respectively (For the subscriptions and voting power of all member
countries, see appendix 4 to appendix 6 of this chapter):
Table 9.2. Subscriptions and Voting Power of IBRD
Country name
Argentina
Australia
Belgium
Brazil
Canada
China
France
Germany
India
Iran
Italy
Japan
Mexico
Holland
Russia
Saudi Arabia
Spain
Switzerland
UK
USA
Venezuela

Subscriptions %
1.14
1.55
1.84
2.11
2.85
2.85
4.41
4.60
2.85
1.50
2.85
8.07
1.19
2.26
2.85
2.85
1.85
1.69
4.41
16.83
1.29

Voting Power %
1.12
1.52
1.80
2.07
2.78
2.78
4.30
4.48
2.78
1.48
2.78
7.85
1.18
2.21
2.78
2.78
1.74
1.66
4.30
16.36
1.27

Note: Countries whose voting power surpasses that of China is in bold.

104 Financing for Regional Economic Integration for Northeast Asia II

Table 9.3. Voting Power of IDA
Country name

Voting Power %

First class countries:
Australia

1.22

Belgium

1.12

Canada

2.67

France

4.01

Germany

6.25

India

2.78

Italy

2.55

Japan

9.45

Holland

2.00

Norway

1.02

Sweden

1.96

Switzerland

1.14

UK

5.33

USA

12.06

Second class countries:
Brazil

1.59

China

1.87

India

3.11

Poland

2.09

Saudi Arabia

3.27
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Table 9.4. Subscriptions and Voting Power of MIGA
Country name

Subscriptions %

Voting Power %

First class countries:
Australia

1.70

1.50

Belgium

2.02

1.75

Canada

2.96

2.51

France

4.84

4.02

Germany

5.05

4.19

Italy

2.81

2.38

Japan

5.08

4.21

Holland

2.16

1.86

Spain

1.28

1.14

Switzerland

1.50

1.32

UK

4.84

4.02

USA

18.42

14.98

Argentina

1.25

1.12

Brazil

1.47

1.30

Second class countries:

China

3.13

2.64

India

3.04

2.56

Russia

3.13

2.63

Saudi Arabia

3.13

2.63

9.2. Case Analysis of World Bank’s Cross-border Infrastructure
Projects
9.2.1. File Structure of World Bank Project:
Standard paradigm of World Bank Project Information Document
(PID) is divided into ten parts. For the operation of cross-border
infrastructure projects, the contents are basically as follows:
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1) Project Background: Information of social and economic background
in which the project comes into being, needs on the project and
meaning of the project’s implementation, etc;
2) Objectives: Overall project objectives, including the quantitative
targets wish to achieve (such as the mileage of cross-border
transport routes, etc.);
3) Reasons of the World Bank’s participation: In which aspects can
World Bank's involvement and participation improve the project’s
operating standards;
4) Specific description of the project: Including the stages divided
for this project, financial needs situation of each stage, the project’s
milestones and outcomes;
5) Financing Structure: Absolute investment amount, guarantee
fund amount and the relative proportion of each organization;
6) Implementation: To assure the project’s administrative organization;
7) Sustainability: To assess the sustainability of the project, and
make sustainable development planning for the project;
8) Previous experiences and lessons: To summarize the experience
of past similar projects that should be learned from;
9) Safeguards: World Bank's relevant regulations and rules of the
project on environment and social and humanity aspects (the
operation procedure regulations include OP, Operation Procedure
and BP, Business Policy)
10) List of Technical Documents: Some lists of technical documents
attached to the report, including feasibility reports.
9.2.2. Case Project: Laos New Theun 2 Hydropower Project
Beginning in 1995, the Laos Nam Theun 2 (below referred to as
NT2) hydropower project is the largest cross-border financing project in
Asia. To 2005, the NT2 project with a total investment of approximately
12.5 billion dollars came into the financial close. The project is sponsored
by French Electric (Electricité de France, EDF), Italian-Thai Development
Public Company Limited, ITD in Thailand and Thailand's Electricity
Generating Public Company Limited, EGCO.
The accomplishment of NT2 project financing is a milestone: it is the
biggest foreign direct investment in Laos; it is the financing of crossborder electric project of the world's biggest private sector. It also marked
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a great success of the economic cooperation between the Laos and
Thailand. According to the plan, NT2's commercial operations will start
from the second half of 2009.
As a project with investment of 12.5 billion, its proportion of financing
structure is: equity financing accounts for 28% (about 350 million U.S.
dollars) and debt financing accounts for 72% (about 900 million U.S.
dollars). Another contingent cost of 200 million U.S. dollars is composed
of 50% equity financing and 50% debt financing. In the project, the stock
finance party is the above mentioned three companies who sponsored
the project: EDF (shareholding ratio: 35%), ITD (15%), EGCO (25%), and
the state-owned company that the Lao Government specifically set up to
share the stock of NT2 project － Lao Holding State Enterprise, LHSE)
(25%). On August 27, 2002, the four companies, was set up a limited
liability company named Nam Theun 2 Power Company Limited to be
fully responsible of the implementation of the NT2 project.
Figure 9.1. Nam Theun 2 Power Company

15

25

35
25
Nam Theun 2 Power Company
Limited, NTPC

The following are financial institutions that provide loans for NTPC,
or financial institutions that provide guarantees for loans:
Syndication constituted by sixteen commercial banks is mainly
responsible for long-term loans to NTPC. Nine of them are international
banks (mainly providing U.S. dollar loans), seven are local banks in
Thailand (mainly providing Baht loans, for loaning currencies from the
Thai provides more favorable interest rates, and can also help avoid
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exchange rate risk):
Nine international banks or financial institutions: ANZ Bank, BNP
Paribas, Bank of Tokyo Mitsubishi, Calyon, Fortis Bank, ING, KBC, SG
and Standard Chartered.
Seven local commercial banks in Thailand: Bangkok Bank, Bank of
Ayudhya, KASIKORNBANK, Krung Thai Bank, Siam City Bank, Siam
Commercial Bank and Thai Military Bank
Bilateral and multilateral lending agencies: the World Bank Group
(IDA and MIGA), ABD, AFD (Agence Française de Développement),
Nordic Investment Bank (NIB), Thai Exim Bank, Proparco.
Guarantor and export credit agencies: IDA, ABD, MIGA, Coface of
France, EKN of Sweden, GIEK of Norway.
According to relevant regulations, international banks and financial
institutions can not provide direct loans to NTPC without effective
political risk mitigation system in case there is any political risk in Laos
and Thailand. Therefore, after the requirement and mediation of the Lao
Government and NTPC, the World Bank is demanded to provide guarantees
to support cross-border syndication to provide a loan for NTPC. As to
the above mentioned organization’s investment and financing as well as
detailed structure of providing guarantee, see the table below:
Table 9.5. Uses and Sources of Funds
Uses of Funds
Development Costs
Environmental/Social Costs
Head Construction Contract
Financing Costs
NTPC General and Administrative, incl.
Working Capital
NTPC General and Administrative, incl.
Working Capital
Pre-operating and Other Costs
Total Base Costs
Contingencies
Total Project Cost

Thai
U.S. Equivalent
Baht
Dollar
Dollar
Millions Millions Millions
80
72
74
0
49
49
12,847
401
722
4,271
144
250
414

36

46

568
18,180
0
18,180

94
795
200
995

109
1,250
200
1,450
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Table 9.5. Continued
Sources of Funds
Equity
EDF (shareholding 35%)
ITD (shareholding 15%)
EGCO (shareholding 25%)
GOL (shareholding 25%)
Contingent Equity
Total Base Equity
Total Project Equity
Debt
Thai Commercial Lenders
Commercial Loans covered by ECA's Coface, GIEK and EKN
Commercial Loans covered by ECA's Coface, GIEK and EKN
Commercial Loans covered by ADB PRG
(Partial Risk Guarantee)
Commercial Loans covered by ADB PRG
(Partial Risk Guarantee)
Commercial Loans covered by IDA PRG
Commercial Loans covered by IDA PRG
Commercial Loans covered by MIGA Guarantees
Commercial Loans covered by MIGA Guarantees
Thai Exim Bank
Nordic Investment Bank
ADB OCR Loan
AFD
Proparco
Total Debt
Total Project Financing

Thai
U.S. Equivalent
Baht
Dollar
Dollar
Millions Millions Millions
67
29
48
48
0
192
192

121
52
86
86
100
345
445

20,000

20,000
20,192

122
52
87
87
100
350
450
500

200

200

42

42

42

42

42

42

30
34
50
30
30
500
945

30
34
50
30
30
1,000
1,450
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As the above table reveals, IDA PRG provides financial guarantees
for 9 financial institutions which provides international loans, covering
commercial loans of 4.2 million dollars. IDA PRG provides supports for
all the breaches of debt payment led by a series of activities fixed in
advance and conducted under the control of the Laotian government.
Concretely, IDA PRG is subject to the following risks:
y A project is fined and stopped by the Laotian government (all of
the project is confiscated by the Laotian government);
y Planning permission and operation permission happen to be
issued or updated;
y Legal system, tax system or tariff system is changed.
y Other special commitments of the Laotian government as a sovereign
state, and other agreements with great influence on financing;
y Serious natural events beyond the control of NTPC or beyond
the insurance capacity of other public or private insurance market.
In addition, IDA PRG is only subject to the risks within the above
agreements in Laos, not subject to risks in Thailand.
The World Bank is an important catalyst of the successful financing
of NT2 project. Meanwhile, the World Bank’s good reputation, great
influence in financial industry and transparency of its conducts and rules
help NT2 attract funds from other multilateral or bilateral financial
institutions. NT2 is the first program jointly guaranteed by IDA, MIGA
and ABD. Particularly, loans of 4.2 million dollars covered by IDA PRG
stimulate loans and investment of 1.115 billion dollars from private
sector. The rate is as high as 1:28. The guarantee service of the World
Bank is beneficial to stimulate flow and utilization of private capital.
The World Bank and other representative cross-border infrastructure
projects and financing institutions
9.2.3. Western Europe-Western China International Transit Corridor
This project is supported by International Bank for Reconstruction
and Development (IBRD) and still at the appraisal stage by now. This
project is a cross-border infrastructure cooperative project crossing Europe,
Central Asia and East Asia, with the Kazakhstan government as its
borrower. Kazakhstan hopes to reinforce capacity and safety of transportation
from Western Europe to Western China through building the WE-WC
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corridor with Kazakhstan as a medium, and finally to reach the goal that
as the most important point in this corridor, Kazakhstan’s economic
development will be sped up.
The loan from IBRD is used to build a part of this corridor, from
Aktobe/Kyzylorda oblast border to Shymkent, which is within Kazakhstan.
The financial structure is that the borrower, the Kazakhstan, contributes
375 million dollars, and IBRD lends them 2.125 billion dollars.
As to the building of other parts, the Kazakhstan government invites
ADB/JICA、EBRD and IDB to provide a loan jointly. To normalize the
form of co-financing, the Ministry of Transport and Communications
(MOTC) led signing a memorandum of understanding with the above
international financial organizations and institutions. Through this
memorandum, the following items are confirmed: (1) cooperative mechanism;
(2) financing outline; (3) agreement on implement of joint projects; (4)
commitment on unified designing standards.
9.2.4. West African Gas Pipeline Project (including Ghana, Togo,
Benin, Nigeria)
The purpose of developing cross-border gas pipeline is to enhance
competitiveness of the Energy Sectors of Ghana, Togo, Benin, and let
them use the more clean and environmental natural gas resources from
Nigeria, meanwhile, to increase the political and economic cooperation in
this region and promote economic development in this region.
Through the form of guarantee, World Bank Group reduces investing
risk of this project and supports its development, to help build cooperation
framework between nations and start development of natural gas markets
of Ghana, Togo and Benin. The total investment of this project is 59 million
dollars, with 58% from Private Sector. The sponsors are Chevron Group
from America, and Shell Group from Netherland, the former taking 39%
of the total investment and the later taking 19% of the total investment.
International Development Association (IDA) provides a 5-million-dollar
guarantee, and Multilateral Investment Guarantee Agency (MIGA) provides
a 7.5-million-dollar guarantee.
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Figure 9.2. West African Pipeline Project
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9.3. Project Finance and Project Management of Asian
Development Bank
9.3.1. Introduction of Project Finance of Asian Development Bank
Asian Development Bank (ADB) is an international financial organization
with helping the Asian developing countries eliminate poverty, develop
economy and improve environment as its main purpose. At present, it
has 67 members, of which 48 members are mainly sovereign states or
regions from the Asia-Pacific region and the other 19 members are out
of the Asia-Pacific region, mainly the Occident such as America, Britain
and Australia.
I. Investing Fields
In 2008, ADB retained the investment form with loan as primary
and supplemented by appropriation and technique support. In that year,
it provided loans of 10.5 billion dollars for 86 projects, focusing on
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public sphere, and made technique appropriations of 275 million dollars,
to support project preparation, project consultation within developing
countries and regional cooperation, and made direct appropriations of
811 million dollars to subsidize projects.
II. Financing Sources and Forms
Funds of ADB are mainly from the following four channels:
1. Ordinary Capital Resources(OCR): loans from international capital
market. Funds from OCR are generally used to provide loans for
countries with good economic conditions (medium and lowincome countries), with their terms close to those of ordinary
commercial loans. The loans supported by OCR are the main part
of loans issued by ADB.
ADB is an AAA-rating bond issuer, regarding issuing bonds as its
main financing way. In addition, member countries’ donation and
project retained earnings are also a part of fund sources, the
above two incomes making up ADB’s OCR which provide 74.1%
of the total loans to developing countries.
2. Asian Development Fund (ADF): founded and invested by donating
members of ADB. This fund provides the poorest countries with
low-interest loans, or makes direct appropriation. In fact, ADF is
the largest special fund of ADB.
3. Technical Assistance (TA): funds are from the central budget or a
series of special funds (founded by donating members) of ADB,
mainly supporting countries in need in the form of appropriation
and in some rare cases in the form of loan. These funds are used
to help these countries ensure and design projects, update institution,
make developing strategies and reinforce regional cooperation.
It deserves noting here that special funds of ADB are: Asian
Development Fund、Technical Assistance Special Fund、Japan
Special Fund、Asian Development Bank Institute Special Fund、
Asian Tsunami Fund、Pakistan Earthquake Fund、Regional Cooperation
and Integration Fund and so on. These funds (including Asian
Development Fund) are founded by donating members of ADB,
mainly used to provide soft loans and appropriations for technical
assistance. Taking Japan Special Fund as an example, it is founded
by Japan government through special grants.
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4. Innovation and Efficiency Initiative: refers to new financing instructions
and ways, providing ADB’s clients and engineering teams with
broader capital sources.
Through studying some cases of ADB, we can see that in the
current regional cooperating projects, the most common funding
forms are ordinary loans, soft loans, grants of ADB central
budget, and special funds. Then it can be deduced that the main
fund sources when ADB subsidizes regional projects are the
former three ones of the above four sources.
ADB gains capital mainly through issuing international bonds and
borrowing loans. The three main debt financing ways are:
1. Issuing international bonds. From 2004 to May, 2009, ADB issued
international bonds in 29 currencies, including U.S. dollar, Swiss
franc, South African rand, Australian dollar, pound sterling, yen,
Canadian dollar, Philippine peso, Singapore dollar, Thai baht,
RMB, Malaysian ringgit and India rupee, with a wide range and
flexible currency choice.
2. Private financing. ADB issues special bonds aimed at special
investors’ need, unique and flexible in maturity date and payment
method, with a possibility of attaching terms of option, to attract
more investors.
3. Bridge Finance. ADB can make short-time finance which can be
used when it is not convenient to launch a long-term finance.
9.3.2. Index of Relevant Documents about General Principles and
Process of ADB Project Management
Provided by ADB, Project Administration Instructions is a guidance
of project administration, giving general expressions and formulations of
each section, including Preparatory Actions, Recruiting Consultants, Procurement,
Disbursements, Project Administration Actions and Internal Procedures
and Reports. To each section, each department of ADB, each national
government and its competent departments, and other participants should
take their own supervising function. The content of this guidance are as
follows:
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1.
1.01
1.02
1.03
1.04
1.05
2.
2.01
2.01.01
2.01.02
2.01.03
2.02
2.02.01
2.02.02
2.02.03
2.02.04
2.02.05
2.02.06
2.02.07
2.02.08
2.03
2.03.01
2.03.02
2.03.03
2.03.04
2.03.05
2.04
2.04.01
2.04.02
2.04.03

Preparatory Actions
Initial Project Administration Activities
Organizational Framework for Project Administration
Signing of Loan and Technical Assistance Letter/Agreements
Conditions and Declaration of Loan Effectiveness
Project Administration Manual
Recruiting Consultants
Introduction of Recruiting Consultants
General Principles
Types and Businesses of Consulting Institutions
Qualification of Consulting Institutions
Recruiting Consulting Companies
Selecting Methods
Types of Technical Consulting
Types of Contracts
Recruiting Consulting Companies in Technical Assistance
Projects
Recruiting Consulting Companies in Loan and Grant Projects,
Agent Grant-Financed Technical Assistance Projects, Trust
Fund Assistance Projects
Employee Consulting Service
Training Consulting Service related to Administrative Budget
Assistance
NGO, International Professional Organizations, Regional
Representatives, Institutions of Higher Education, Service
Institutions and Other Special Consulting Institutions
Recruiting Individual Consultants
About Technical Assistance Projects
About Loans and Grants
About Employee Consulting Service
About Training Consulting Service Related to Administrative
Budget Assistance
Consulting Service About Source Provider
Supervision of Implementing Process of Consulting Service
Supervision of Consulting Service in Grant-Financed Technical
Assistance Projects
Supervision of Consulting Service in Loan and Grant Projects
Supervision of Employee Consulting Service
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2.05
2.05.01
2.05.02
3.
3.01
3.02
3.03
3.04
3.05
3.06
3.07
3.08
3.09
3.10
3.11
3.12
4.
4.01
4.02
4.03
4.04
4.05
4.06
5.
5.01
5.02
5.03
5.04
5.05
5.06
5.07
5.08
5.09
5.10
5.11
5.12
6.

Consultant Performance Evaluation
Consulting Companies Performance Evaluation
Individual Consultant Performance Evaluation
Procurement
Preparatory Work and Procurement Supervision
Eligibility
International Competitive Bidding
Local Procurement
Other Forms of Procurement
Domestic Preference Scheme
Advertising Procurement of Goods and Works
Bid Security
Pricing and Freight Charges in Bids and Contracts
Procurement in Special Circumstances
Functions and Rules of the Procurement Committee
Electronic Procurement
Disbursements
Withdrawal Applications
Disbursements under Force Account Works
Disbursement under Civil Works Contracts
Suspension and Cancellation of Loans
Loan Closing Dates
Controlling Adverse Effect of Foreign Exchange Fluctuations
on Externally Financed or Co-financed Grants
Project Administration Actions
Executing Agency's Progress Report
Contract Awards, Commitments, and Disbursement Projections
Reviewing Compliance with Loan Covenants
Change in Project Scope or Implementation Arrangements
Reallocating Loan Proceeds
Utilization of Surplus Loan Proceeds
Project Cost Overruns
Local Cost Financing by Borrowers
Submission of Audited Project Accounts and Financial Statements
Project Performance Ratings
Administering of Grant-Financed Technical Assistance Projects
Implementing Small Projects with Community Participation
Internal Procedures and Reports
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6.01
6.02
6.03
6.04
6.05
6.06
6.07
6.08
6.09

Project Administration Reviews
Project Administration Missions
Reports by Project Administration Missions
Loan Milestone Event Dates
Project Performance Reports
Reports to the Board of Directors on Loan and Technical
Assistance Portfolio Performance
Project Completion Report and Extended Annual Review Report
Technical Assistance Completion Report
Technical Assistance Performance Report

9.3.3. General Operation Models of Asian Development Bank
Fund Operation Models
Generally, fund operating and project administrative models can be
explained by the following chart:
Figure 9.3. Fund Operating and Project Administrative Models
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As the chart shows, OCR, ADF, TA, Innovation and Efficiency
Initiative are the four fund resources of ADB as mentioned above, which
can be unified as the self-financed funds of ADB. The reasons are that
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OCR mainly rely on issuing bonds in the international market with ADB
as the issuer; ADF is the largest special fund of ADB; TA funds are
mainly from other special funds which are owned by ADB; the main
purpose of Innovation and Efficiency Initiative is to further expand
financing channels of ADB.
Compared with self-finance, Co-financing and Financing Partnership
Facility can be regarded as external fund partner of ADB. In the promoting
process of a fair proportion of projects, ADB can’t support the whole
projects if only relying on its own self-finance. Therefore, ADB unfolds
a wide international cooperation, attracting investments of international
institutions and cooperatively providing credit and grant for projects
through co-financing; building a long-term financing platform targeted at
special project groups and special fields, to attract international governmental
and private investment continually and invest in project building
continually.
In this way, through inputting self-finance and motivating external
fund partners, ADB reaches the goal of providing powerful support to
developing countries, offering different types and different levels of
financing services in a line with different project subjects, different
project natures and different local conditions and environmental elements,
including four major kinds of services, such as ordinary loans, soft loans,
special grand and TA. It deserves noting that no material shows there is
a one-to-one correspondence between project fund demands (sum, currency
and deadline) and bonds (sum, currency and deadline) issued on the
capital market, which means that ADB doesn't finance aiming at a
special project, but manages assets and liabilities as a whole, more close
to fund operation and risk management models of commercial banks.
9.3.4. Project Fund Operating Model
Through summarizing fund resources and forms of many projects,
the general fund operating form of cross-border projects can be concluded
as follows:
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Figure 9.4. Project Fund Operating Model
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9.3.5. Project Administrative Model
In the project administration frameworks of ADB, though concrete
forms may differ because of different project natures, conditions of
related recipient countries, administrative rules and reforms, investors,
co-financing ways, generally the project administrative models consists of
several core sections and institutions which bear the most important
functions. The core sections and institutions are:
1. ADB and related sections: Different offices and functional departments
respectively take charge of signing related assistance agreements
with recipient countries and their executing agencies, supervising
behaviors and recruiting project consultants of executing agencies
and implementing units.
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2. Executing Agency (EA): it is the institution of a recipient country
taking charge of overall arrangement and forward motion, also
takes responsibility of supervision, often
3. Project Implementing Unit (PIU): the actual implementing institutions
of projects, in charge of tendering and bidding contracting of
projects.
4. Contractor: bidding according to ADB rules, international tendering
rules, tendering rules of country it belongs to, taking part in the
engineering construction of projects.
5. Consultant Service: recruited by both ADB and EA. The main
functions are supervising construction schedule and operation of
funds, providing consultation about engineering technology,
procurement, as well as consultation about management for
administrative institutions.
The general project administrative framework is as follows:
Figure 9.5. General Project Administrative Framework
ADB

Recruiting

Consultant Service

Affirming

Consultation
about
Management
Supervision,
Procurement
Consultation
Engineering
Consultation

Executing Agency, EA

Appointment
Project Implementing Unit,
PIU
Tendering
Contractor

9.4. A Case Study of Capital Raising and Management of
ADB’s Cross-Border Program
I. A General Review of Regional Program
Five main regional programs of ADB in regional cooperation:
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1.1
1.2
1.3
1.4
1.5

Greater Mekong Subregion Program(GMS);
Central Asian Regional Economic Cooperation Unit(CAREC);
South Asia Subregional Economic Cooperation(SASEC);
Indonesia, Malaysia, Thailand Growth Triangle(IMT-GT);
Brunei, Indonesia, Malaysia，Philippines East ASEAN Growth
Area(BIMP-EAGA).

Under these regional programs, there are concrete programs like
infrastructure, service industry and financial cooperation respectively,
some of them relating more than one country. Investment structure and
financial structure of typical concrete programs will be introduced below.
II. Investment and Finance of Concrete Programs
2.1. CAREC Regional Road Corridor Improvement Project
Countries concerned: Kyrgyz Republic, Republic of Tajikistan
Project types: A project under CAREC, carrying traffic from Kyrgyz
Republic to Republic of Tajikistan (roads and highways)
Aid forms: loans of the ADB, appropriation of ADF, technical support
Investment plan: The total investment capital is 116 million dollars,
including 76.5 million dollars for Republic of Tajikistan and 39.5 million
dollars for Kyrgyz Republic.
Financial structure:
ADB will draw 25.6 million dollars from ADF as project grants for
65% total investment of Kyrgyz Republic, whose government will afford
13.9 million dollars.
ADB will afford SDR loans of 40.9 million dollars, and draw 12.5
million dollars from ADF as project grants for 70% total investment of
Republic of Tajikistan, whose government will afford 23.1 million dollars.
Each loan period of ADB is 32years, grace period is 8 years, during
which the interest rate will be 1.0%, beyond which the interest rate will
be 1.5%. The financial structure is as below:
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Figure 9.6. Financial Structure, ADB Loan Period
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Executing Agencies:
Ministry of Transport of Kyrgyz works as EA of “road improvement
and performance maintenance”; State Customs Committee works as EA
of “boundary infrastructure improvement”.
Ministry of Transport of Tajikistan works as EA of “road improvement
and performance maintenance”; State Customs Committee works as EA
of “boundary infrastructure improvement”.
Implementation Arrangements:
Project implementation of road improvement and performance maintenance.
The already existed PIU (Project Implementation Units) under the
executive body, responsible for the road project of ADB, is in charge of
road improvement, and people in charge will be supported by new staff.
The departments of roads and highways under EA supported by
implementation units are in charge of performance maintenance.
Project implementation of boundary infrastructure improvement. PIU
of “regional customs clearance modernization and infrastructure development
project” under EA is in charge of the project implementation.
Consulting Services:
In the progress of promoting projects, in Tajikistan and Kyrgyz, 683
people per month and 430 people per month are respectively needed for
consulting service, which can be subdivided into structural consultation,
personal consultation, international consultation, domestic consultation
and so on. The consultation corporation will afford three kinds of service:
a. clerk of works, including training of the private sector and execution
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of the “Performance-based Maintenance” contract; b. monitor and access
of project profits; c. project management. Selection and employment of
consultants will follow “ADB’s Guidelines on the Use of Consultants”.
Technical Assistance:
This project will help prepare for CBA (Cross Border Association) by
regional TA (Technical Assistance), who will achieve a CBA signed by
the three countries before the project completion to break down the nonmaterial barriers of border-passing. The costs of TA mainly lie in international
and domestic consultations, about 550 thousand dollars in total, 500
thousand dollars of which will be afforded by ADB project funds of
technical assistance through appropriation. ADB will be TA’s EA. The
Kyrgyz government will afford the remaining 5 thousand dollars in the
form of objects and services like consultation, administrative support and
so on.
Management Frameworks:
Figure 9.7. General Management Frameworks of the Project

Government department
in charge (EA)

ADB

Implementing
agency

Regulatory counsel

Project contracting
units

Department of road
construction in charge

Maintenance of non-governmental
project (PBM counselor)

124 Financing for Regional Economic Integration for Northeast Asia II

Figure 9.8. Management Frameworks of the Projects in both Countries
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Figure 9.9. Process of the ADB’s Fund-withdrawing
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Descriptions of each step in the chart:
a. Consultants of project contractor provide the payment certificate
concerning with project construction;
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b. Consultants confirm the payment certificate and send it to PIU;
c. PIU coordinates with EA for the payment certificate;
d. PIU drafts direct payment request and send it to MOF, and then
get back the approved payment request and payment certificate;
e. PIU sends direct payment request to ADB;
f. ADB pays costs concerning with the contractor.
2.2. Greater Mekong Subregion Southern Coastal Corridor Project
Countries concerned: Kingdom of Cambodia, Socialist Republic of
Viet Nam
Project types: A project under GMS, carrying traffic from Kingdom
of Cambodia to Socialist Republic of Viet Nam (roads and highways)
Aid forms: loans, cofinanced appropriation
Investment plan: The total investment capital is 227.4 million dollars.
Finance plan:
ADB will respectively afford the two countries SDR loans of 75
million dollars and 70 million dollars from ADF, whose loan period is 32
years and grace period is 8 years, during which the interest rate will be
1.0%, beyond which the interest rate will be 1.5%.
In the form of Parallel Cofinancing, the Korean government provides
Vietnam with 50 million dollars loans through Economic Development
Cooperation Fund, whose loan period is 30 years and grace period is 10
years.
Through AAID (Australian Agency for International Development),
the Australian government respectively provides Cambodia and Vietnam
with appropriation of 8 million dollars and 25.5 million dollars, the
interests and investment benefits of which and other possible appropriation
provided by the Australian government are used to pay management
fees, auditing fees, reserves for fluctuations in exchange, and so on. If
that is not enough, the appropriation will be deducted.
Funds provided by ADB, Australia, and the Cambodia government
possess respectively 37%, 43%, 20% of Cambodian total investment.
Funds provided by ADB, Australia, Korea and the Vietnam government
possess respectively 37%, 43%, 20% of Vietnam total investment.
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Figure 9.10. Financial Structure
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From the chart above, funds of cooperation in economic development
and the AAID appropriation can be seen as outside funds due to the
ADB’s co-finance method, instead of self-raised funds.
2.3. South Asia Subregional Economic Cooperation Information Highway
Project
Countries concerned: People’s Republic of Bangladesh, Kingdom of
Bhutan, India, Nepal
Project types: A project under SASEC concerning with constructions
of cross-border nets and superhighway information superhighway in the
four countries above
Aid forms: appropriation of ADF, loans, appropriation for technical
support
Investment plan: The total investment capital is 24 million dollars,
2.7 million dollars for tax payment.
The ADB respectively provides Kingdom of Bhutan and Nepal with
appropriation of 4.7 million dollars and 9 million dollars, and provides
People’s Republic of Bangladesh with 3.1 million dollars loans from
ADF, which is 70% of the total investment, while the left 30% is provided
by the governments. ADF provides People’s Republic of Bangladesh with
SDR loans, whose loan period is 32 years and grace period is 8 years,
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during which the interest rate will be 1.0%, beyond which the interest
rate will be 1.5%.
Figure 9.11. Financial Structure of People’s Republic of
Bangladesh SDR Loans
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2.4. Regional Power Transmission Interconnection Project
Countries concerned: Islamic Republic of Afghanistan, Republic of
Tajikistan
Project types: Energy transmission, connecting power projects of the
two countries’ power networks
Aid forms: loans of the ADB, appropriation for technical support,
co-finance
Investment plan: The total investment capital is 109 million dollars,
including 55.5 million dollars for Afghanistan (33 million dollars for tax
payment) and 54 million dollars after tax for Tajikistan.
Finance plan:
The ADB provides Afghanistan with 35 million dollars loans from
ADF, which is 63% of Afghanistan total investment. And the money will
be provided in the form of SDR with multicurrency and used in foreign
exchange expense and home currency expense, whose loan period is 32
years and grace period is 8 years, during which the interest rate will be
1.0%, beyond which the interest rate will be 1.5%. 16.5 million dollars
from the Cofinancing of ARTF (Afghanistan Reconstruction Trust Fund),
30% of the total investment, are used in the left home exchange expense
and foreign currency expense. 4 million dollars offered by the Afghanistan

128 Financing for Regional Economic Integration for Northeast Asia II

government, 70% of the total investment, are used in security maintenance
expense and taxes and dues.
The ADB provides Tajikistan with a 21.5 million dollars loan from
ADF, which is 40% of Tajikistan total investment. And the money will be
provided in the form of SDR with multicurrency and used in foreign
exchange expense and home currency expense, whose loan period is 32
years and grace period is 8 years, during which the interest rate will be
1.0%, beyond which the interest rate will be 1.5%. The OPEC provides a
co-loan of 8.5 million dollars, which is 16% of the total investment. The
ADB provides Parallel Financing of 10 million dollars, which is 19% of
the total investment. Besides, BT (Barki Tajik) provides 14 million dollars,
which is 26% of the total investment, and part of them will be offered
in the form of providing power transmission lines with aluminium
products.
An explanation needed is that according to the agreement, the
Afghanistan government should onlend the loan from the adb to its
power administrative department following the conditions of the original
contract, and the Tajikistan government should change the loan from
ADB into its home currency and onlend it to BT at the rate of OCR,
covering exchange rate risk alone.
Figure 9.12. Regional Power Transmission Interconnection Project
(Afghanistan & Tajikistan)
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From the chart above, the ARTF co-finance, the OPEC co-loans,
funds from BT, and IsDB can be seen as outside funds due to the aDB’s
co-finance method.
Executing Agencies: The Department of Energy and Water Resources;
Barki Tajik
Implement and arrangement:
The Department of Energy and Water Resources in Afghanistan, as
the project’s EA, realizes its monitor of the project through PIU. Barki
Tajik will be an implement agent of the project. PIU will receive support
from the implement consultant of the project, the cost of which will be
included in the loan.
Barki Tajik, who is both the national power facilities of Tajikistan
and the project’s EA, is in charge of the monitor and implement of the
project through PIU.
Procurement arrangements:
For Afghanistan, its Department of Energy and Water Resources will
be in charge of the procurement of materials and services according to
“ADB’s Procurement Guidelines”, and the implement consultant will
offer help.
For Tajikistan, Barki Tajik will be in charge of the procurement of
materials and services according to “ADB’s Procurement Guidelines”,
and the implement consultant will offer help.
ADB will check the advance general contract.
Consulting service:
For Afghanistan, consultants will be selected and employed to help
the project implement work of the Afghanistan Department of Energy
and Water Resources, who should make preparation for this selection
and employment.
For Tajikistan, consultants will be selected and employed to help the
project implement work of Barki Tajik, who should make preparation for
this selection and employment.
TA:
Besides, ADB will provide Afghanistan with technical support
appropriation of 1.2 million dollars offered by the project of technical
support fund under ADB, aimed at help improving the management ability
of Afghanistan Department of Water Resources. And technical support
appropriation of 1.5 million dollars offered by Japan Special Fund (actually
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the Japanese government), aimed at help improving the management
ability of Barki Tajik.
2.5. Preparing the Mekong Water Supply and Sanitation Project
Countries concerned: Kingdom of Cambodia, Lao Peoples' Democratic
Republic, Socialist Republic of Viet Nam
Project types: Technical Assistance, used for preparation of the project
of water conservancy and environmental hygiene
Aid forms: technical support, co-finance, platforms for partnership
co-financing
Financial plan:
The technical support project has a total investment of 1.5 million
dollars, with 1.2 million dollars from ADB, including 400 thousand
dollars in the form of appropriation by Japan Special Fund, 300 thousand
dollars by Netherlands Trust Fund through WFPF (Water Financing
Partnership Facility), and 500 thousand dollars by Regional Cooperation
and Integration Fund (managed by ADB) through RCIFPF (Regional
Cooperation and Integration Financing Partnership Facility).
The left 300 thousand dollars offered by the governments of Cambodia,
Laos and Vietnam, will be used to pay fees of tuition and board, traffic
and the data collection.
Figure 9.13. Preparing the Mekong Water Supply and Sanitation Project
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From the chart above, funds offered by RCIF and NTF can be seen
as ADB’s outside funds attracted by its partnership co-finance platform.

Asian Financial Cooperation and
Asian Bond Fund 2
Jai Woong Lee

Introduction
10.1. Asian Financial and Economic Integration:
Organizational Behavioral Approach
The purpose of this thesis is to respond to the U.S. and EU academic
and business circle's question whether EU-type financial and economic
integration is going on in Asia. The answer is “yes” but in a primitive,
evolutionary way, and it will take time. At present stage, integration
seems to be rather of cooperative nature. This paper will focus on the
financial cooperation and Asia Bond Fund 2.
Entering into late 1980s, Asian countries have exerted every effort to
attain liberalization and integration of financial and trade market.
Despite of deepening an interdependency among Asian countries, and
financial cooperation in the region has been relatively weak in comparison
with European Monetary Union or North America Free Trade Agreement.
However, after foreign exchange and monetary crisis in 1997, an earlier
counter-measure of preventing this kind of crisis in the Asian region were
necessitated. Such necessity has been accelerated by so-called “Enlightened
Regionalism” in spite of world paradigm of globalism led by the Pax
Americana. On the United States side, it has accepted this regionalism by
recognizing the fact that such global financial institutions as IMF, IBRD,
IDA, IFC, MIGA and ICSID can hardly cover all the financial burdens in
Asia, which may include mainland China and India.
From the afore-mentioned philosophical way of thinking, such Asian
cooperative organizations as ASEAN+3, Manila Framework Group (MFG),
etc. had been established since then, and the already existing APEC (Asia
and Pacific Economic Cooperation), ASEAN+3, India and EMEAP (Executive
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Meeting of East Asia and Pacific Central Banks) enhanced the effort of
financial cooperation more than ever.
Several noteworthy, and visible performances in the practical fields
were realized for financial support, e.g. Chiang Mai Central Bank Swap
Agreement, monitoring policy coordination against hot money or hedge
fund, and bond market development, such as the design of ABF(Asia
Bond Fund), etc.
On the other hand, Asian academic and research circles have been
working out the way and means to realize Asian Monetary Union and
financial integration, similar to the European style. But recognizing Asian
financial cooperation has remained at a primitive stage, the systemization
of financial assistance reformation of foreign exchange system, and
upgrading of policy coordination, design of the Asian Monetary Fund and
finally unitary monetary integration like EURO are only being studied for
feasibility in academia. Therefore, this paper will cover both multilateral and
bilateral cooperative frameworks, the performance of financial integration
through these frameworks, future tasks, and conclude.

10.2. Multilateral Asian Cooperative Framework: APEC, ASEAN+3,
EMEAP and ASEM
10.2.1. Philosophical Approach: Globalization v. Regionalism
Gunnar Myrdal (l967) wrote in his classical book “Asian Drama” as
follows.73)
“The basic principle in the ideology of economic planning is that the
state should take an active, indeed the decisive, role in the economy; by
its own acts of investment and enterprise, and by its various controls ―
inducements and restrictions ― over the primitive sector, the state shall
initiate, spur and steer economic development. These public policy
measures shall be rationally coordinated and the coordination be made
explicit in over-all plan for a specified number of years ahead”. Maybe
Gunnar Myrdal was right in insight of Asian future government-oriented
planning and coordination such as APEC, ASEAN+3, etc.
In the face of the 21st Century, one of the fundamental tasks we
73) Myrdal, Gunnar, Asian Drama, 1967 Pantheon, N.Y, p. 709.
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should overcome is how to harmonize the globalization and regionalism
together. The main reason we are so concerned that harmony amongst
Northeast Asian countries is a foreseen possible conflict if the regionalism
prevails as it did in the 1930s. But, it is fortunate that present regionalism
prevails within the umbrella of globalization supported by the Pax
Americana, which is consist of the United Nations Security Council, IMF,
WTO, ESCAP and International Court of Justice. This global umbrella is
also supported by Information Technology (IT), electric computerization
and mass air transportation by jet engine, etc., all of which are the core
elements of Kondratief － Schumpeter's medium － term (50 years) technomanagerial 4th cycle. These Internet and intranet information communication
systems have accelerated the interdependence of a various nation and
formed a kind of borderless global society. Such global development
may have solved the Mexican, Asian, Latin American, and Russian
currency crisis in the past half a decade or so.
It is clearly the different point of globalization from Roman Empire,
Third Reich, and Japanese Empire in the past century. The recent
globalization is not the so-called “unilateralism” of the by-gone days, but
a product of “multilateralism”, which recognizes the equality and right
of each nation with a spirit of democracy.
Therefore, the regionalism tends to be intended to an open regionalism.
In other words, the objectives of globalization and regionalization should
be set on the “Enlightened Self-interest” and global welfare of all
mankind. Such a basic enlightened self-interest could be created by a
generous recognition of mutual dependency and a spirit of cooperation
which meant “other's interest will be my interest after all”, once said by
Lord Keynes. Without this “spirit of cooperation”, global cooperation
will not be attained for world peace and welfare of the world.74)
10.2.2. Objectives and Operation of APEC (Asia Pacific Economic
Cooperation)
1) Objectives of APEC
APEC was established in 1989 to further enhance economic growth
and prosperity for the region and to strengthen the Asia-Pacific community.
APEC’s establishment was stimulated by the prevailing regionalism
74) Jai Woong Lee, Theory of Global Finance, 2001 Da Sarang, pp. 37-39.
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by the EU's European Monetary System (EMS) and NAFTA with U.S.A.,
Canada and Mexico in American continent after the fall of Berlin Wall in
1989, even though the main fashion of globalism existed in the form of
IMF, IBRD, and WTO (World Trade Organization). So far as APEC is
concerned, it can hardly be regarded as cohesive regional organization
like EU or NAFTA. APEC is rather a loose cooperative and nonbinding
organization. In this sense, ASEAN+3 (China, Japan and Republic of
Korea (hereinafter Korea)75) and EMEAP (Executives' Meeting of East
Asia and Pacific Central Banks)76) were established to support APEC.
Since its inception, APEC has worked to reduce tariffs and other trade
barriers across the Asia-Pacific region, creating efficient domestic economies
and dramatically increasing export. Key to achieving APEC's vision are
what are referred to as the 'Bogor Goals' of Free and Open Trade and
Investment in Asia-Pacific by 2010 for Industrializing Economies and by
2020 for Developing Economies. These objectives were adopted by APEC
Economic Leaders at their 1994 meeting in Bogor, Indonesia.
2) Operation of APEC 77)
APEC operates as a cooperative, multilateral economic and trade
forum. It is unique in that sense. It is the only multilateral group in the
world committed to reducing trade barriers and increasing investment
without requiring its members to enter into legally binding obligations.
APEC policy direction is provided by the 21 APEC Economic
Leaders. Strategic recommendations provided by APEC Ministers and
the APEC Business Advisory Council are considered by APEC Economic
Leaders as part of this process. To carry out these policy directions,
following 4 committees are operating:
(1) Committee on Trade and Investment
(2) Committee on Economic and Technical Cooperation
(3) Economic committee
(4) Budget and Management Committee
75) ASEAN+3 was formed in Kuala Lumphur at the 30th ASEAN Annual Meeting
in December 1997, and EMEAP (Executives' Meeting of East Asia and Pacific
Central Banks) meeting in December, 1997.
76) EMEAP was established to promote the 11 Central Banks Corporation. 11countries
were: Japan, China, Korea, Hong Kong, Singapore, Malaysia, Indonesia,
Thailand, Philippines, Australia, and New Zealand.
77) 5 Asia Pacific Economic Cooperation, APEC Secretariat, 2003.
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The APEC 11th Economic Leader's meeting was held in Bangkok on
21 October, 2003 and declared. “A World of Differences: Partnership for
the Future” to achieve the goal set in Bogor”.
The APEC Economic Leaders agreed to strengthen APEC partnership
not only to liberalize and facilitate regional trade and investment, but
also to protect Asian people and society against threats to their security,
while preparing them to benefit fully from free and open trade. By
taking these steps, the leaders believe they can realize the APEC vision,
established by Leaders in 1993, of “achieving stability, security and
prosperity for Asian people”.
The main subjects are as follows:
1) Promoting Trade and Investment Liberalization
2) Enhancing Human Security
3) Using APEC to help People and Societies Benefit from Globalization

10.3. Characteristics of ASEAN+3 East Asian Countries
The characteristics of ASEAN+3 member countries are really the prime
mover of Asian financial and economic cooperation. It is more cohesive
than loose APEC organization. ASEAN+3 concentrated their effort to
establish the financial support system through the Chiang Mai Central Bank
Swap Agreement, research function of economic movements, short-term
fund monitoring, earlier risk warning system, and other measures.
Recently, Asian Bond Fund and its development were actively discussed
among Japan, Korea, and Thailand.
The East Asia Study Group submitted its Final Report to the ASEAN+3
Summit Meeting, held in Phnon Penh, Cambodia, on 4 November, 2002.78)
Key points of above report are follows:
“While growing interdependence among East Asian countries in the
age of globalization has been further strengthening regional cooperation,
1997 Asian financial crisis has awakened the urgent need for institutionalized
cooperation and stronger economic integration that transcends the
geographical distinction between Northeast Asia and Southeast Asia.
Since its inception in 1997, the ASEAN+3 process has taken up various
78) Final Report of East Asia Study Group, ASEAN+ 3 summit, 4 November, 2002,
Phnom Penh, Cambodia.
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measures to expand and deepen cooperation between the two-sub-regions,
and East Asian countries are now taking concrete steps toward achieving
the goals of closer integration and overcoming commonly held challenges.
Mindful of challenges and opportunities, as well as of growing regional
interdependence, the leaders of ASEAN+3 adopted the Joint Statement
on East Asia Cooperation in 1999”.
Ex-President Kim Dae-jung proposed, and leaders of ASEAN countries,
China, Japan, and Korea agreed to establish the East Asia Vision Group
(EAVG) and the East Asia Study Group (EASG) in December 1998 and
November 2000 respectively. The above-mentioned Final Report of EASG
provides assessment of 2 broad categories: assessment of the 26 items
recommendations of EAVG, and assessment of the implication of an East
Asian Summit Meeting, separated from APEC.
EAVG, chaired by Dr. Han, Sung Ju, ex-Minister of Foreign Affairs,
Republic of Korea, recommended: (1) Economic Cooperation, (2) Financial
Cooperation, (3) Political and Security Cooperation, (4) Environmental
Cooperation, (5) Social and Cultural Cooperation, and (6) Institutional
Cooperation. Among these, economic cooperation covers East Asian Free
Trade Area (EAFTA) and liberalization of trade well ahead of APEC's
Bogor Goal, and financial cooperation covers a self-help regional facility
for financial cooperation, i.e. a better exchange rate coordination mechanism,
and a regional monitoring process to supplement IMF global surveillance
(Article 4 consultation inclusive), and the Chiang Mai Central Bank Swap
Agreements.
In accordance EAVG recommendation, ASEAN+3 Finance Ministers
Meeting issued the Joint Statement in Chiang Mai, Thailand, 6 May,
2000, which ASEAN+3 Central Bank Swap Agreements. It is rather bilateral
legal nature in reality and will be discussed in next chapter.

10.4. EMEAP (Executives Meeting of East Asia and Pacific Central
Banks) and Asia Bond Fund (ABF)79)
On 2 June, 2003, the active EMEAP (Executives' Meeting of East
Asia and Pacific Central Banks) Group, comprising 11 Central banks and
monetary authorities in the East Asia and Pacific Region, announced the
79) Press Statement, EMEAP Central Banks to Launch Asian Bond Fund, 2 June,
2003.
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joint statement on the launch of the Asian Bond Fund (ABF). All EMEAP
members, i.e., Reserve Bank of Australia, People's Bank of China, Hong
Kong Monetary Authority, Bank Indonesia, Bank of Japan, Bank of
Korea, Bank Negara Malaysia, Reserve Band of New Zealand, Banko
Sentral ng Pilipinas, Monetary Authority of Singapore, Bank of Thailand,
have agreed in principle to invest in the Fund.
The Fund, which will have an initial size of about US$1 billion, will
invest in a basket of US dollar denominated bonds issued by Asian
sovereign and quasi-sovereign issuers in EMEAP economies (other than
Japan, Australia and New Zealand). The Fund will be managed by the
BIS (Bank for International Settlements) in a passive style in accordance
with a specific benchmark. The ABF is expected to start operation soon.
The EMEAP Group will set up an Oversight Committee to monitor the
performance of the Fund.
The launch of the US dollar ABF is an important step in regional
cooperation aimed at promoting bond markets in the region. The EMEAP
Group has been playing an active role in promoting the efficiency of
financial intermediation in the region, and the launch of ABF will
facilitate the channeling of a small portion of the very sizable official
reserves held by the Asian economies back into the region. The Fund
will also provide a useful means for the Asian central banks to diversify
their investments beyond the more traditional reserve assets and to
enhance their returns.
After the launch of the US dollar ABF, the EMEAP Group will proceed
to study the extension of the ABF concept to include bonds denominated
in regional currencies, further strengthening the contribution of the
initiative to broaden and deepen the bond markets in the region.

10.5. ASEM as Coordinator between Asia and EU
(European Union)80)
1) The 4th ASEM Economic Ministers' Meeting (EMM 4) was held in
Copenhagen on 18-19 September, 2002. It was attended by Ministers for
Economics, Trade and Industry from 10 Asian countries, with Viet Nam
80) ASEM, Chair's Statement of Final Version, 4th Economic Minister Meeting, 18-19
September 2002, Copenhagen, Denmark.
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and China acting as Asian coordinators and 15 member States of the
European Union, coordinated by Denmark, in its role as President of the
Council of European Union, and European Commissioner responsible for
Trade.
The concrete goals for 2002-2004, or the Trade Facilitation Action
Plan was endorsed by the second ASEM Summit in April, 1998. It aims,
inter alia, at reducing nontariff barriers increasing transparency and
promoting trade opportunities between two regions while complementing
and considering work being carried out in bilateral and multilateral
form.
ASEM partners have continued their evaluation of the TFAP (Trade
Facilitation Action Plan) process in 2002. The TFAP working groups and
SOMTI (Senior Officials Meeting on Trade and Investment) have evaluated
the implementation of deliverables in the TFAP priority areas during the
period 2000-2004. On the basis of this evaluation, the present report
proposes deliverables for period 2002-2004 for most of the priority areas.
Main priority areas were: Strengthening the Economic Relation
between Asia and Europe, WTO, Future perspectives for ASEM economic
pillar, etc. Concrete Goals 2002-2004 of the Trade Facilitation Plan covered
review and reduction of the Generic Trade Barriers among ASEM partners,
based upon the consolidated and prioritized list of major generic trade
barriers, deliverables in the Specific Priority Areas, i.e. Customs Procedures,
Standard and Conformity Assessment, Quarantine and SPS Procedures,
Intellectual Property Rights, Electronic Commerce, etc.
2) Prior to above meeting, the 4th Asia-Europe Finance Ministers'
Meeting81) was held in Copenhagen, Denmark, on July 5-6, 2002, in
which Asia Development Bank President, Vice-President of European
Central Bank and IMF officials presented as guests.
a) Ministers welcomed the progress in the regional financial Cooperation
under ASEAN+3 (China, Japan and Republic of Korea) Finance
Ministers' process, especially significant progress in the Chiang
Mai Initiative, monitoring capital flows and early warning system.
b) Ministers welcomed the Kobe Research Project, launched 3rd
ASEM Finance Ministers' Meeting, January, 2001. Kobe Report
covers several suggestions concerning financial cooperation and
81) 4th Asia-Europe Finance Ministers’ Meeting Statement, 5-6 July, 2002, Copenhagen,
Denmark.
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possible currency regimes in East Asia.

10.6. Performance of Asian Financial Cooperation
There are three pillars supporting financial cooperation in Asia:
establishing financial supporting system, policy coordination, the development
of bond market.
Firstly, establishing a financial supporting-system was aimed at
preventing financial risk by supplying international liquidities, looking
back upon the bitter experience of Asian foreign exchange crisis in 1997
arising from shortage of foreign exchange holdings.
Secondly, policy coordination is necessitated from the urgent need to
prevent the risks of neighboring-countries in consideration to the contagion
effect.
So far as above 2 key subjects are concerned, ASEAN+3 is so active
that it has set up Chiang Mai Central Bank Swap Agreements, short-term
movements of capital monitoring, and an early warning risk system.
Also the MFG (Manila Framework Group) established in November
1997, screened policy coordination, including the Asia economic trends
and reformation of international financial system.
Thirdly, so far as the development of bond market is concerned,
EMEAP (Executives Meeting of East Asia and Pacific central banks) is
also studying an establishment of Asian Bond Fund while APEC is
implementing government-oriented initiatives for ABF (Table 10.5 Structure
of ASEAN+3 and its Policy Directions).
10.6.1. Establishing Financial Supporting System
The first financial support in East Asian history was implemented
during the Thailand foreign exchange crisis in 1997. The Thailand
Foreign Exchange crisis started from June 1997 and negotiated amongst
8 countries of ASEAN+3 about central bank swap amount, interest rate
and duration. In October 1997, 8 countries including China, Japan, and
Republic of Korea, extended central bank swap facilities to Thailand.
Republic of Korea made that swaps loans in the amount of US$2 billion,
which was repaid back in October 2002.
However, it is noteworthy, even before the Central Bank swap
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arrangement in October, 1997, on the contract basis, not actual
implementation basis, there were Repo (Repurchase) Agreements among
above 8 countries, backed by the collateral of U.S. Treasury bonds.
(A) Chiang Mai Initiative
In November, 2000, ASEAN+3 member countries agreed to the
standard contract formula and basic principles of central bank swap.
As to the methodology, China, Japan, and the Republic of Korea
have been contracting amongst themselves and ASEAN countries on a
bilateral agreement basis as seen in Table 10.3.
The ASEAN countries have been keeping so-called ASA (ASEAN Swap
Agreement) contracted in 1977. On November, 2000, ASEAN countries
increased original ASA amount from US$200 million to US$1 billion.
Japan has agreed to central bank swap with not only Republic of
Korea and China but also with Thailand, Malaysia, Philippines, and
negotiating with Indonesia and Singapore.
The methodology of central bank swap agreement can be classified
following categories.
First, the swap agreement between Japan and the Republic of Korea,
that Japan and ASEAN as well as that between China and ASEAN
countries determined previously supporting and requesting nations and
in case of actual implementation, the local currency is supposed to be
exchanged with the US dollar.
Second, the swap agreement between Republic of Korea and ASEAN
countries did not prescribe any supporting and requesting nations and
further mentioned the exchange of local currencies with US dollar.
Third, the swap agreements between China and Republic of Korea,
and that between China and Japan did not mention the supporting and
requesting nations, and in case of actual implementation, the local
currency exchanges another party local currency and finally exchanges
into US dollar.
In another words, China and Japan are supporting ASEAN countries
on “One Way” basis, while Republic of Korea is adopting “Two Way”
supporting method with ASEAN countries, since Republic of Korea
experienced severe foreign exchange crisis in December 1997. On that
reason, Republic of Korea has been still keeping the US$5 billion central
bank swap agreement with Japan in accordance with “New Miyazawa
Initiative”.
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As of October 1998, Japan announced NMI (New Miyazawa Initiative)
in the amount US$30 billion, US$15 billion of which is allocated to the
short term central bank swap and the remainder to medium-long term
financial support for private enterprise.
(B) MFG Financial Support
Originally, MFG (Manila Framework Group) has been operating in
order to check the overall economic situation among member countries.
At the 7th meeting of December 2000, the Australia proposed
member countries' financial support agreement, apparently influenced by
Chiang Mai Initiative. Australia insisted that the financial support is one
of the objectives of MFG.
However, other member countries revealed not positive voices since
the following four establishment objectives of MFG have not clearly
prescribed on the financial support, not as like as Australian member
pointed out. Under that situation, MFG set up “First line defense” or
“Second line defense” under IMF supporting scheme, and interest rate,
the veto right against supporting finance, but could not be reached to
the detailed conclusion. Only a conclusion was induced out on the
principles of financial support among member countries at the MFG
annual meeting of December 2001.
The existing 4 establishment objectives of MFG are: (1) in case when
I MF financial support is not sufficient enough (2) case by case (3)
bilateral central bank swap agreement basis (4) voluntary participation
could be made (see table 10.6. for participation member countries).
10.6.2. Policy Coordination
The reason why policy coordination has been concentrated upon the
financial cooperation toward integration, arose from the experience of
foreign exchange crisis in 1997. Two major policy coordination are:
ASEAN+3 policy coordination and MFG policy coordination.
(A) Policy Coordination of ASEAN+3
Three major areas of ASEAN+3 policy coordination are: (1) evaluation
of economic situation, (2) mutual monitoring of short-term capital movements,
and (3) early warning system development.
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1) Evaluation of Economic Situation
In May, 2001, ASEAN+3 ministers' meeting decided to set up study
group in order to evaluate the effectiveness of policy coordination and
analysis of economic situation in Honolulu. Deputies and informal deputies
meeting on these purposes have been held since then.
2) Mutual Monitoring of Short-term Capital Movements
Information exchange between Republic of Korea and Japan, Thailand,
Philippines; and between Japan and Thailand, and Philippines are now
being realized. In addition, Japan ASEAN Financial Technical Assistance
Fund was established to enhance the information analysis techniques of
Indonesia, Philippines, Cambodia, Laos, and Vietnam.
3) Early Warning System (EWS)
In 2002, ASEAN+3 set a standard model of EWS in order to utilize the
member countries for early warning system detecting foreign exchange crisis.
(B) Policy Coordination of MFG
Manila Framework Group has endeavored to try to evaluate economic
situation of member countries. A number of such subjects as soundness
of financial system, process of restructurings, optimal exchange rate
system, reformation of international financial system, and terror protection
fund raising were discussed by the MFG, but no or little actual performance
has been made so far as now.
10.6.3. Development of Bond Market
The main reason why Asian Bond Market should be developed
seems to be originated from the fact that major financial resources come
from outside of ASEAN+3, although ASEAN+3 savings ratio is one of
the highest over the world. This might be one of major causes of Asian
foreign exchange crisis during 1997 and 1998. In this respect, the necessity
of developing Asian bond market is regarded one of key issues in
ASEAN+3. It aimed to protect the mismatch of Asset/Liability, like
borrowing in short-term in hard currency and lending in long-term in
soft currency.
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(A) Design and Implement of ABF
The EMEAP (Executives' Meeting of East Asia and Pacific Central
Banks) has been discussing the establishment of Asia Bond Fund through
the contribution of respective country's foreign exchange holdings,
totaling US$l billion at the beginning since it was proposed by HongKong in June, 2002.
Major performances of EMEAP working group are setting up benchmarks,
the objects of investment, credit rating, etc.
(B) Activation of Bond Issuance
(i) In April 1997, APEC Finance Ministers Meeting, for the first time,
discussed and expedition of the securitization initiative. In May
1998, Hong Kong proposed a Bond Market Development Initiative
at the APEC Finance Ministers' Meeting. At present, APEC Finance
Ministers are discussing a “Securitization and Credit Guarantee
Market Development Initiative (2002-2004)” proposed by Republic
of Korea, Hong Kong and Thailand. Action plan is now being
drafted among expertise group of respective countries.
(ii) In November, 2002, ASEAN+3 also discussed an idea of fostering
bond market development, and the Deputies Meeting of ASEAN+3
Central bank set up a working group in order to create credit
evaluation and guarantee organization. Later Japan announced
“Asian Bond Markets Initiatives” summing up everything all
discussed so far. Since then, informally, the Republic of Korea is
studying upgrading the credit rating of issued bonds, and Thailand
is analyzing the enhancement measures of bond liquidity.82)

10.7. Recent Implementation of the Asian Bond Fund 2
The EMEAP (Executives' Meeting of East Asia and Pacific Central
Banks) Group, comprising 11 central banks and monetary authorities in the
East Asia and Pacific region, is pleased to announce the appointment of the
fund managers, master custodian and index provider and the completion
of the funding of US$2 billion for the Asian bond Fund2 (ABF2).
As announced in December 2004, the ABF2 comprises a Pan-Asian
82) The Bank of Korea, Foreign Exchange and International Finance Review, Volume 1,
May 2003, pp. 91-98.
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Bond Index Fund, which is now named as ABF Pan-Asia Bond Index
Fund (PAIF) and eight Single-market Funds. The PAIF is a single bond
fund investing in sovereign and quasi-sovereign local currency denominated
bonds issued in the respective EMEAP markets. The eight Single-market
Funds will each invest in sovereign and quasi-sovereign local currencydenominated bonds issued in the respective EMEAP markets.
The PAIF is funded with the EMEAP Group's initial investment of
US$1 billion, and State Street Global Advisors Singapore Limited (SSgA)
has been appointed as the manager of the PAIF. It is intended that the
PAIF will be domiciled in Singapore and initially listed on the Hong
Kong Stock Exchange, subject to approval by the relevant authorities.
Additional listings on other EMEAP stock exchanges will be considered
at a later stage.
The EMEAP Group has allocated another US$1 billion among the
eight Singlemarket Funds and appointed the following fund managers to
manage the respective Funds:
Table 10.1. Fund Managers of EMEAP Group Singlemarket Funds
Single-market Fund
ABF China Bond Index Fund
ABF
ABF
ABF
ABF
ABF
ABF
ABF

Manager
China Asset Management Corporation
Limited
HongKong Bond Index Fund HSBC Investments (Hong Kong) Limited
Indonesia Bond Index Fund PT Bahana TCW Investment Management
Korea Bond Index Fund
Samsung Investment Trust Management
Company Limited
Malaysia Bond Index Fund
AmInvestment Management Sdn. Bhd.
Philippines Bond Index Fund Bank of the Philippine Islands
Singapore Bond Index Fund DBS Asset Management Limited
Thailand Bond Index Fund
Kasikom Asset Management Company
Limited

The Hong Kong and Shanghai Banking Corporation Limited have
been selected as the master custodian for the PAIF and the eight
Single-market Funds.
The iBoxx ABF family of indices, the benchmark indices which the
nine ABF2 Funds will be closely tracking, is also launched today by the
International index Company (IIC). In constructing the iBoxx ABF
Indices, IIC has been in consultation with a number of international and
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domestic market participants, through its Asian Index Committee and
Asian Oversight Committee, as a means to help ensure credibility and
market acceptance of the indices. Details of the specifications of the
iBoxx ABF Indices are now publicly available.83)
From an investor's perspective, the passively managed ABF2 Funds
represent low-cost and efficient vehicles for investing in local currencydenominated bonds in Asia. In the context of bond market development,
the introduction of ABF2 Funds as a new asset in Asia, together with
infrastructural improvements and tax and regulatory reforms brought
about by the ABF2 Initiative, will help contribute to the broadening and
deepening of bond markets in the region over time.
Respective fund managers of the ABF2 Funds will be working
closely with the relevant authorities to seek authorization to offer the
Funds to other public and private investors, where appropriate through
listing, in the next few months. The EMEAP Group will keep the public
informed of the implementation progress of the ABF2.
Contact details for the 11 members of the EMEAP Group are as follows:
Table 10.2. Contact Details of the Eleven Members of
the EMEAP Group
61 2 9551 8400
Reserve Bank of Australia
Guy Debelle
Li Wenlong
86 10 6619 4054
People's Bank of China
Hong Kong Monetary
Thomas Chan
852 2878 1480
Authority
Rasmo Samiun
62 21381 8100
Bank Indonesia
81 3 3277 2915
Atsushi Takeuchi
Bank of Japan
Heung-Sik Choo
82 2 759 5202
Bank of Korea
Abu Hassan Alshari Yahaya 60 3 2691 9335
Bank Negara Malaysia
64 4 471 3874
Reserve Bank of New Zealand Simon Tyler
Bangko Sentral ng Pilipinas Ma. Ramona G D T Santiago 63 2 526 0620
Monetary Authority of
Dennis Low
65 6229 9066
Singapore
Bank of Tailand
Nopawan Mahamusik
66 2 283 5402

83) Detailed information about the iBoxx ABF Index Family is available on the
website http://www.indexco.com.
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10.8. Future Forecasting
10.8.1. Design
The Asian Bond Fund (ABF) is an initiative developed by the
EMEAP Group that aims at broadening and deepening the domestic and
regional bond markets in Asia. In June 2003, EMEAP launched the first
stage of ABF (ABF 1), which invests in a basket of US dollar denominated
bonds issued by Asian sovereign and quasi sovereign issuers in EMEAP
economies (excluding Australia, Japan and New Zealand). Building on
the success of ABF l , the Group has worked to extend the ABF concept
to bonds denominated in local currencies and has announced the launch
of the second stage of ABF (ABF2) in December 2004.
PAIF is a single bond fund investing in sovereign and quasisovereign local currency denominated bonds issued in the respective
EMEAP markets. The eight Single-market Funds will each invest in sovereign
and quasi-sovereign local currency-denominated bonds issued in the
respective EMEAP markets.
The launch of ABF2 represents a historic milestone in central banking
cooperation in the region.
10.8.2. As Foreseen
In the near term, the ABF2 Initiative is expected to help raise
investor awareness and interest in Asian bonds by providing innovative,
low-cost and efficient products in the form of passively managed bond
funds. Further ahead, it is believed that it serves to further broaden and
deepen the domestic and regional bond markets and hence contribute to
more efficient financial intermediation in Asia, specifically through the
following means:
y Promoting new products: In many ways, the PAIF and the eight
Single-market Funds represent a new asset class in Asia. For
instance, as a listed passive bond fund, the PAIF will act as a
convenient and cost-effective investment fund for regional and
international investors who wish to have a well-diversified exposure
to bond markets in the eight EMEAP markets.
y Improving market infrastructure: In setting up the ABF2 Funds,
EMEAP has sought to improve market infrastructure in several
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y

aspects. For instance, the introduction of the iBoxx ABF indices,
which are by design transparent, replicable and credible, is an
important piece of market infrastructure for Asia. The indices are
compiled based on prices provided by a number of active market
makers, and accordingly can better reflect the prevailing market
conditions for the underlying bonds .
Accelerating developments in relevant EMEAP markets: The ABF2
Initiative has helped accelerate tax and regulatory reform at both
regional and domestic levels to facilitate cross-border investments.
For instance, the PAIF is the first foreign institutional investor that
has been granted access to China's interbank bond market. Malaysia
has, with effect from April 1, 2005, liberalized its foreign exchange
administration rules. Earlier on, it has opened up its domestic market
to issuances by multilateral development banks and multilateral
financial institutions, and non-resident investors are now exempted
from withholding tax on the interest income received from
investment in Ringgit-denominated debt securities. Effective from
7 January 2005, Thailand has also granted non- resident investors
withholding tax exemption for all income from investing in Thai
government bonds and government agency bonds. Where applicable,
EMEAP economies are actively developing the relevant regulations
to facilitate listing of bond funds of fixed income Exchange-Traded
Fund in their respective markets. Further measures are anticipated
as the ABF2 Initiative is being implemented.
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Park, Yung Chul. 2000. “Beyond the Chiang Mai Initiative: Rationale and
Need for Decision Making Body and Extended Regional Surveillance
under the ASEAN+3 Framework.“ Paper presented at the meeting
of the deputies of the ASEAN+3 held in Prague on September 24,
2000.
Lipsey, Y. Philip. 2001. “Japan's Asian Monetary Fund Proposal.” Stanford
Journal of East Asian Affairs.
Williamson, John. 2000. “Exchange Rate Regimes for Emerging Markets:
Reviving the Intermediate Option.” Washington, D.C.: Institute for
International Economics. (September)
Wyplosz, Charles. 2001. “A Monetary Union in Asia? Some European
Lesson.” In David Gruen and John Simon eds. Future Directions for
Monetary Policies in East Asia, pp. 124-55. Reserve Bank of Australia.

Asian Financial Cooperation and Asian Bond Fund 2 151

Table 10.3. Progress on the “Chianmai initiative” (as of April 15, 2004)
BSA

Currencies

Conclusion Dates

Amount

Japan-Korea

USD/Won

July 4, 2001

USD 7 billion84)

Japan-Thailand

USD/Baht

July 30, 2001

USD 3 billion

Japan-Philippines

USD/Peso

August 27, 2001

USD 3 billion

Japan-Malaysia

USD/Ringgit

October 5, 2001

USD 3.5 billion

China-Thailand

USD/Baht

December 6, 2001

USD 2 billion

Japan-China

Yen/Renminbi

China-Korea

Won/Renminbi

June 24, 2002

USD 2 billion85)

Korea-Thailand

USD/Baht

June 25, 2002

USD 1 billion

Korea-Malaysia

USD/Ringgit

July 26, 2002

USD 1 billion

USD/Peso

August 9, 2002

USD 1 billion

China Malaysia Renminbi/Ringgit October 9, 2002

USD 2 billion

Korea-Philippines

March 28, 2002 USD 3 billion equivalent

Japan-Singapore Under Negotiation
Japan-Indonesia Under Negotiation
China-Philippines

To be negotiated
in the near future

84) The US dollar amounts include the amounts committed under the New Miyazawa
Initiative, US$5 billion for Korea and US$2.5 billion for Malaysia.
85) The swap requesting country could ask for dollar-local currency swap.
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Table 10.4. ASEAN Basic Date
Member Countries

Total Area

Population

GDP

Brunei Darussalam

5,770 sq. km

0.3 million

USD 7.07 billion

Cambodia

181,040 sq. km

11.5 million

USD 2 billion

Indonesia

1,919,440 sq. km

200 million

USD 232 billion

Laos

236,800 sq. km

4.9 million

USD 1.90 billion

Malaysia

329,750 sq. km

22.18 million

USD 95.5 billion

Myanmar

678,500 sq. km

46.4 million

USD 14.31 billion

Philippines

300,000 sq. km

68.6 million

USD 83.3 billion

Singapore

632.6 sq. km

3.87 million

USD 91.1 billion

Thailand

514,000 sq. km

61.81 million

USD 186 billion

Viet Nam

329,560 sq. km

78 million

USD 23.3 billion

4,495,793 sq. km

497.56 million

USD 737,48 billion

Total

Table 10.5. Structure of ASEAN+3 and its Policy Directions

Summit Meeting

Council of Finance Ministers

Ministry of Finance Central Bank Deputies Meeting
Chiang Mai Agreements:
ㆍBilateral Central Bank Swap
arrangements

Policy Coordination:
ㆍ1) Checking respective Country Macro-Economy
ㆍ2) Monitoring-Capital Movements
ㆍ3) EWS (Early Warning System)
ㆍ4) R & D for Policy Coordination

Development of Bond Market
ㆍ1) Liquidity of Assets
ㆍ2) Credit Rating System
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Table 10.6. Comparison of MFG and CMI
MFG (14 Countries)
Australia, New Zealand, Hong Kong, U.S.A. Canada
CMI (13 Countries)
Vietnam, Laos, Cambodia, Myanmar
CMI & MFG
China, Japan, Republic of Korea, Singapore, Malaysia,
Thailand, Indonesia, Philippines, Brunei

Memorandum: NEADB  Future Work &
Fast-Track Approval
Stanley Katz
As discussed, I have identified seven basic organizational and operational
issues concerning the formation of the new Bank. They are listed below.
The basic idea presented in this memo is this: representatives of the
governments that actively support the creation of the new Bank (China,
Japan and Korea) should meet (presumably under chairmanship of Dr.
L-J Cho) to review these issues with the objective of reaching a consensus
on a policy, position or recommendation for each issue. The product of
these meeting would be (1) to spell out definitively the justification for
the Bank, and (2) to set the Bank’s basic financial, organization and
operating parameters. That in turn will provide the platform for moving
the Bank proposal forward to other countries on a fast-track basis. (The
details of how this might work are spelled out below, following the
listing of the main organizational and operational issues to be
addressed.)

Major Organizational and Operational Issues
The main organizational and operational issues and parameters
concerning the establishment of the new Bank are:
1. Role and justification for the Bank; why the existing MDBs have
not and cannot meet NEA financing and technical assistance
needs.
2. The size, capitalization & financial structure (paid-in and callable
shares, etc.) of the Bank; the distribution of shares among regional
and non-regional countries.
3. The location of the Bank’s headquarters and satellite offices.
4. The nationality of the Bank’s senior executive officers; the number,
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the size and composition of the Board of Directors.
5. Methods of identifying, financing and administering cross-border
projects.
6. The need for concessional financing (a “soft window”) for leastdeveloped country borrowers of the region.
7. Scope of participation (co-financing, parallel financing, research,
project identification, etc.) by private & public sector banks and
by the Economic Development Agencies of Japan, China and Korea.

Fast-Track Approach to Approval
The time appears ripe to move the Bank proposal forward on a
fast-track basis. On that basis, the Bank can be established considerably
sooner than had been anticipated earlier. This streamlined approach is
similar to the approach used by Japan to secure the agreement and
participation of U.S., Canada and European nations to establishing the
Asian Development Bank.
Briefing Notes. The basic review/decision documents would be short
briefing notes covering each of the issues listed above. Drafts of these
briefing notes would be prepared, under the guidance of the NEA Forum,
by the existing research organizations of China, Japan and Korea, These
draft briefing notes would be used as inputs by the Government
representatives referred to above who would meet with Dr. Lee-Jay Cho
to review the seven issues noted above and agree (a) that they cover the
main organizational and operational issues that need to be decided; (b)
there are some issues that should be added; or (c) that some of the
issues listed should be deleted.
Each of these draft briefing notes would set out: (1) a succinct
statement of the issue; (2) a discussion of alternative ways of dealing
with the issue, including the pros and cons, and (3) a range of alternative
policies and positions for the Government representatives to consider.
The organizational and operational issues noted above have been
discussed and analyzed in papers and reports prepared by and for past
meetings of the Northeast Asia Economic Forum. (E.g., in my presentation
to the 18th Meeting of the NEA Forum.) These various Forum papers can
be used by the research organizations as basic inputs for preparing the
draft briefing notes. In addition, information could as required be
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obtained from the MDBs (World Bank, ADB, AfrDB, IADB) that have
considerable history in dealing with most of these organizational and
operational issues.
After the draft briefing notes have been prepared the Government
representatives would meet again to review these draft briefing notes with
a view to deciding on a position or recommendation on each issue. (E.g.,
that the initial capital of the Bank would be $30 billion or more). At this
stage, the Government representatives of the three Governments (China,
Japan, Korea) would meet with appropriate Government ministers to
review the consensus reached by the representatives. Based on the
conclusions and consensus reached by the government representative,
the draft briefing notes would be finalized by: (3) the agreed-upon
position, policy conclusion or recommendation. If meetings with Ministers
result in major changes in the consensus positions that the Representatives
had agreed on, it would be necessary to have a “reconciliation” meeting
of the Representatives to make sure the three countries ultimately have
a single agreed upon policy for each issue. This is unlikely to be
necessary assuming that Representatives consult informally with their
governments at each step of this consultation/clearance process.
The final briefing notes would then be assembled into a single
document that would serve as the basis for discussing the Bank at the
next summit meeting, and if approved, for subsequent discussion with
other regional and non-regional countries.
The final step (as was the case with the Asian Development Bank)
would be for the representatives from the three main sponsoring
Governments (China, Japan and China) who are most informed about
the Bank, possibly accompanied by Dr. Lee-Jay Cho, to call on senior
governmental officials in the major capitals in North America, Europe, et
al. (1) to advise them that the major Asian countries intend to establish
a new Bank for Northeast Asia, (2) to explain the rationale and role of
the Bank, and (3) to invite them to join as shareholders. The Asian team
could provide these officials with copies of the finalized briefing notes for
more information about the intended financial structure, organization
and operations of the new Bank.
A meeting of all interested regional and non-regional countries could
be called at a later, agreed-upon date to launch the Bank and to secure
pledges of share purchases from interested countries.

Summary and Conclusion

The dramatic changes associated with the global financial crisis and
subsequent developments presented an additional dimension to addressing
the issues of financial cooperation and economic integration in Northeast
Asia. On the whole, the year-long project resulted in focusing on the more
specific and concrete steps toward regional economic integration through
the financial institutional development. The first set of outputs are in
research and discussion that treated specific issues of regional financial
cooperation in the context of a regional economic environment, in
particular coping with a post global financial crisis situation. The second
set of research results are related to the justification of the mission and
structural architecture that was needed to actualize a proposed multilateral
regional financial institution. Finally, there was a re-examination of the
history, roadmap, and a specific set of strategies outlined that would be
instrumental in establishing a Northeast Asia Bank for Cooperation and
Development.
The structure of the Final Report (volume) published entitled Financing
for Regional Economic Integration for Northeast Asia II reflects the research
outputs of the year-long program. As a sequel to the first volume, we
have included some of the research products, as well as a set of
important documents related to the planning and preparation for the
bank. We believe that the contents and discussions included in this
volume represent the year’s achievements and open a roadmap that will
contribute to significant future economic integration and financial cooperation
in Northeast Asia.
The project on financial cooperation in Northeast Asia also includes
two major activities. (1) The Forum held the Roundtable Meeting on
Financing for Regional Economic Integration for Northeast Asia on
February 25-26, 2010 in Honolulu, Hawaii. (2) The Northeast Asia
Economic Forum (NEAEF), in partnership with the Ministry of Foreign
Affairs and Trade of the Government of Mongolia, the City of Ulaanbaatar,
Northeast Asia Association of Mongolia, and the Asia Pacific Institute of
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Mongolia, convened the 19th Annual Northeast Asia Economic Forum
meeting in Ulaanbaatar, Mongolia on 26-27 August 2010. Representatives
from the People’s Republic of China, Japan, Republic of Korea, Mongolia,
the Russian Federation, the EU, and the United States met to take steps
toward greater economic cooperation and integration among Northeast
Asian nations. The session on Financial Cooperation in Northeast Asia
highlighted the efforts of Japan, Korea, and China, including an increased
dialogue of their financial and development institutions, and NEAEF’s
efforts to elaborate on the general plans of a Northeast Asian Bank for
Cooperation and Development (NEABCD). The regional bank continues
to be seen as an ideal regional and multilateral vehicle for capitalizing
cross-border infrastructure development projects. Both meeting agendas
are available in the appendix.

Overall Conclusion
The overall conclusion is that based on significant work done on
understanding the limits and needs of financing in Northeast Asia in the
previous year in 2009, the continued research and meeting effort resulted
in more focused and concrete steps and roadmap toward developing an
institutional groundwork for the proposed Northeast Asia Bank for
Cooperation and Development, aimed at long-term stable support for the
recovery of the region within a new global economy. Nevertheless, there
are still challenging work realizing the overall goals set by Northeast
Asia Economic Forum in the coming year of 2011.

Appendix
Agendas and Ulaanbaatar Declaration

Roundtable on Financing for Regional Economic
Integration for Northeast Asia
And
The 6th Ad Hoc Committee Meeting for
Establishing Northeast Asia Bank for Cooperation
and Development
Honolulu, Hawaii, February 25-26, 2010
Organized by
The Northeast Asia Economic Forum
In Cooperation with
The Korea Institute for International Economic Policy (KIEP)
Korea Export-Import Bank
Research Center for Financial Cooperation in Northeast Asia
Tianjin Municipal Government
Japan Bank for International Cooperation (JBIC)
Nankai University
Asia Research Program, University of California, Berkeley
Wednesday, 24 February 2010
All day check-in
Hawaii Prince Hotel Waikiki
100 Holomoana Street
Honolulu, HI 96815
Tel: 808-956-1111 / Fax: 808-946-0811
6:00–8:30

Reception Dinner
Maple Garden Restaurant
909 Isenberg Street Honolulu, HI 96826
Tel: 808-941-6641
Introduction by Lee-Jay Cho, Chairman, Northeast Asia Economic
Forum

164 Financing for Regional Economic Integration for Northeast Asia II

Welcoming Remarks by Honorable George Ariyoshi, Former Governor
of Hawaii
Remarks from Cooperating Institutions
Thursday, 25 February 2010
Haleakala-Kilauea Ballroom, 3rd Level, Hawaii Prince Hotel Waikiki
9:00–10:10

Session I
Perspectives on Northeast Asia Economic Development and the
Proposed Northeast Asia Bank for Cooperation and Development
Chair:
Lee-Jay Cho, Chairman, Northeast Asia Economic Forum
Nakayama Taro, Former Foreign Minister of Japan, and Former
Member of the Diet of Japan
Wang Jianye, Chief Economist, Export-Import Bank of Chin
Rak Yong Uhm, Visiting Professor, Graduate School of Public
Administration, Seoul National University, and Former President,
Korea Development Bank

10:10–10:30

Comments and Discussion
Zou Ping, Chairman, China Asia Pacific Institute, and SecretaryGeneral of the Board of Directors for the Research Center for
Financial Cooperation in Northeast Asia
John Tichotsky, Advisor to the Governor of the Chukotka Region of
Russia, and Senior Advisor, Northeast Asia Economic Forum

10:30–10:45

Coffee Break

10:45–12:10

Session II
Research Proposals on the Northeast Asia Bank for Cooperation
and Development
Chair:
Wang Shuzu, Former Vice Mayor, Tianjin Municipal Government, and
Executive Vice Chairman, Board of Directors, Research Center
for Financial Cooperation in Northeast Asia
Joint Presentation by
Ma Junlu, Dean, School of Economics, Nankai University, and Vice
Director, Research Center for Financial Cooperation in Northeast
Asia, and Zou Lixing, Senior Researcher and Vice- President,
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Institute of Research, China Development Bank, and Member
of the Global Agenda Council on the Future of Sustainable
Construction, World Economic Forum
Jaewoo Lee, Research Fellow, Overseas Economic Research Institute,
The Export-Import Bank of Korea, and Won-Kee Pae,
Professor, CPA, School of Business, Hongik University
Maeda Tadashi, Head, Corporate Planning Department, Japan Bank
for International Cooperation
Ronald Miller, Former Executive Director of Alaska Industrial
Development and Export Authority
12:10–12:30

Comments and Discussion
Byongwon Bahk, Visiting Professor, Stanford University, Former
Senior Economic Advisor to the President, and Former
Finance Vice Minister, Korea
Wang Jianye, Chief Economist, Export-Import Bank of China

12:30–14:00

Lunch

14:00–14:20

Greeting and Remarks on Regional Financial Cooperation by DongSoo Kim, President, The Export-Import Bank of Korea

14:20–15:45

Session III
Panel Discussion on Perspectives and Proposals
Maeda Tadashi, Head, Corporate Planning Department, Japan Bank
for International Cooperation
Chang Jae Lee, Director, Center for International Development
Cooperation, Korea Institute for International Economic Policy
(KIEP)
Zhang Jianping, Director, Department of International Regional
Cooperation, Institute for International Economic Research,
National Development and Reform Commission, China
Yamamoto Takashi, Associate Professor, Akita International University
John Tichotsky, Advisor to the Governor of the Chukotka Region of
Russia, and Senior Advisor, Northeast Asia Economic Forum
Eric Im, Professor of Economics, University of Hawaii at Hilo

15:45–16:00

Coffee Break

16:00–17:00

Open Discuss

18:00–20:00

Dinner
hosted by Dong-Soo Kim, President, The Export-Import Bank of
Korea, at Hakone Restaurant, Hawaii Prince Hotel Waikiki
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Friday, 26 February 2010
Haleakala-Kilauea Ballroom, 3rd Level, Hawaii Prince Hotel Waikiki
8:30–9:45

Session IV
Panel Discussion on the Roadmap to Establishing NEABCD
Chair:
Lee-Jay Cho, Chairman, Northeast Asia Economic Forum
1. Briefing papers and comprehensive report
2. A consultative mechanism and steps necessary for involving the
relevant government financial policy institutions for establishing
NEABCD; and coordinated efforts to bring the proposal for
NEABCD to key decision makers in China, Japan and Korea.
Wang Shuzu, Former Vice Mayor, Tianjin Municipal Government,
and Executive Vice Chairman, Board of Directors, Research
Center for Financial Cooperation in Northeast Asia
Maeda Tadashi, Head, Corporate Planning Department, Japan Bank
for International Cooperation
Byongwon Bahk, Visiting Professor, Stanford University, Former
Senior Economic Advisor to the President, and Former
Finance Vice Minister, Korea
Nakayama Taro, Former Foreign Minister of Japan, and Former
Member of the Diet of Japan

9:45–10:00

Coffee Break

10:00–10:30

Open Discussion

10:30–11:30

Follow-up Action
China: Zou Lixing, Senior Researcher and Vice-President, Institute of
Research, China Development Bank, and Ma Junlu, Dean,
School of Economics, Nankai University, and Vice Director,
Research Center for Financial Cooperation in Northeast Asia
Japan: Maeda Tadashi, Head, Corporate Planning Department, Japan
Bank for International Cooperation, and Yamamoto Takashi,
Associate Professor, Akita International University
Korea: Rak Yong Uhm, Visiting Professor, Graduate School of Public
Administration, Seoul National University, and Former President,
Korea Development Bank, and Won-Kee Pae, Professor, CPA,
School of Business, Hongik University

11:30–12:15

Conclusion and Consensus

12:15–13:30

Lunch

List of Participants

George Ariyoshi, Former Governor of
Hawaii
Byongwon Bahk, Visiting Professor,
Stanford University, Former Senior
Economic Advisor to the President,
and Former Finance Vice Minister,
Korea
Lee-Jay Cho, Chairman, Northeast
Asia Economic Forum
Eric Im, Professor of Economics,
University of Hawaii at Hilo
Dong-Soo Kim, President, The
Export-Import Bank of Korea
Heewon Ko, Secretary, Office of the
President, The Export-Import Bank of
Korea
Chang Jae Lee, Director, Center for
International Development
Cooperation, Korea Institute for
International Economic Policy (KIEP)
Jaewoo Lee, Research Fellow,
Overseas Economic Research Institute,
The Export-Import Bank of Korea
Li Hong, Secretary, General Office,
Tianjin People’s Congress
Liu Ming, Assistant Professor, Nankai
University, and Research Fellow,
Northeast Asia Economic Forum
Ma Junlu, Dean, School of Economics,
Nankai University, and Vice Director,
Research Center for Financial
Cooperation in Northeast Asia
Maeda Tadashi, Head, Corporate
Planning Department, Japan Bank for

International Cooperation
Ronald Miller, Former Executive
Director of Alaska Industrial
Development and Export Authority
Nakayama Taro, Former Foreign
Minister of Japan, and Former
Member of the Diet of Japan
Won-Kee Pae, Professor, CPA, School
of Business, Hongik University
John Tichotsky, Advisor to the
Governor of the Chukotka Region of
Russia, and Senior Advisor, Northeast
Asia Economic Forum
Tu Hong, Associate Professor, Nankai
University
Rak-Yong Uhm, Visiting Professor,
Graduate School of Public
Administration, Seoul National
University, and Former President,
Korea Development Bank
Wang Jianye, Chief Economist,
Export-Import Bank of China
Wang Shuzu, Former Vice Mayor,
Tianjin Municipal Government, and
Executive Vice Chairman, Board of
Directors, Research Center for
Financial Cooperation in Northeast
Asia
Yamamoto Takashi, Associate
Professor, Akita International
University
Zhang Jianping, Director, Department
of International Regional Cooperation,
Institute for International Economic
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Research, National Development and
Reform Commission, China

Forum Staff

Zou Lixing, Senior Researcher and
Vice-President, Institute of Research,
China Development Bank, and
Member of the Global Agenda
Council on the Future of Sustainable
Construction, World Economic Forum

LeNora Wee, Administrative Officer,
Northeast Asia Economic Forum

Zou Ping, Chairman, China Asia
Pacific Institute, and Secretary-General
of the Board of Directors for the
Research Center for Financial
Cooperation in Northeast Asia

Yoon-Sang Nam, Project Coordinator,
Northeast Asia Economic Forum
Seth Corpuz-Lahne, Project
Coordinator, Northeast Asia Economic
Forum

The Nineteenth Northeast Asia Economic Forum
Ulaanbaatar, Mongolia 25–28 August 2010
Organized by
Northeast Asia Economic Forum
Hosted by
Ministry of Foreign Affairs and Trade, The Government of Mongolia
Northeast Asia Association of Mongolia
Asia Pacific Institute of Mongolia
Cooperating Institutions
Korea Institute for International Economic Policy
Korean Telecom (KT)
Korea International Trade Association
Korea Asia Pacific Institute
• •
JCPAEC and the Ministry of Foreign Affairs, Japan
Japan Bank for International Cooperation
• •
University of California Berkeley, Asia Research Program
University of Hawai‘i, College of Social Sciences
• •
China Asia Pacific Institute
China Development Bank
Tianjin Municipal Government
• •
The Research Center for Financial Cooperation in Northeast Asia

AGENDA
Wednesday, 25 August 2010
All day check-in
Kempinski Khan Palace Hotel
East Cross Road, Peace Avenue, Bayanzurkh District,
Ulaanbaatar, Mongolia
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Tel: +976 11-463463
URL: http://www.kempinski.com/en/ulaanbaatar
Chinggis Khaan Hotel
Tokyo Street 10, Ulaan Baatar, 49 Mongolia
Tel: +976 11-313380 Fax: +976 11-312788
URL: www.chinggis-hotel.com
25 August 2010 17:00 Informal Orientation
Get-together (venue to be announced)

Thursday, 26 August 2010
Government House of Mongolia
Sukhbaatar Square Ulaanbaatar, Mongolia
8:30

Take bus to Government House of Mongolia

9:00–10:00

Opening Ceremony
Chair:
Lee-Jay Cho, Chairman, Northeast Asia Economic Forum
Welcoming remarks by Monkhbayar Gombosuren, Mayor, Ulaanbaatar
City
Remarks by His Excellency President Elbegdorj Tsakhia, Mongolia
Congratulatory remarks by Kwan-Yong Park, Former Speaker of
the National Assembly of Korea and Honorary Conference Chairman
Congratulatory remarks by GEORGE ARIYOSHI, Former Governor
of Hawai‘i and Honorary Conference Chairman
Remarks by Nicholas Hill, Chargé d'Affaires, Deputy Chief of
Mission, Embassy of the United States, Mongolia, on behalf of
Ambassador Addleton
Congratulatory remarks by VYACHESLAV I. SHPORT, Governor
of Khabarovsk
Krai, presented by PAVEL MINAKIR, Academician and Director,
Economics Research Institute, Far Eastern Branch, Russian Academy
of Sciences
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10:00–10:30

Keynote Speeches
NAKAYAMA TARO, Former Minister for Foreign Affairs, Japan
Batbold Sukhbaatar, Prime Minister of Mongolia

10:30–11:00

Coffee Break

11:00–12:00

Session 1: Mining and Mineral Development in Northeast Asia
Chair:
Khashchuluun Chuluundorj, Chairman of the National Development
and Innovation Commission, Government of Mongolia
Keith Marshall, President and CEO, Oyu Tolgoi LLC
Zhang Yuanlin, Executive Director of Financial Division, R&D
Institute, China Development Bank
Ganzorig Temuulen, Deputy Director, Erdenes MGL, Mongolia
PAVEL MINAKIR, Academician and Director, Economics Research
Institute, Far Eastern Branch, Russian Academy of Sciences

12:00–12:20

Commentators
Enkhbayar Purev, CEO, Olon Ovoot Gold LLC
Vincent D. Spera, Economic/Commercial Chief, US Embassy in
Mongolia
John Tichotsky, Advisor to the Governor of the Chukotka Region
of Russia, Senior Fellow at the Northeast Asia Economic Forum

Discussion
12:20–13:30

Lunch

13:30–15:00

Session 2: Energy and Green Growth Cooperation
Co-Chairs:
RAK YONG UHM, Visiting Professor, Graduate School of Public
Administration Seoul National University, Former President, Korea
Development Bank and Enkhbat Badarch, Business Development
Chief Officer, “Just Group” LLC
Iinuma Yoshiki, Director of Research Department, Japan Electric
Power Information Center, Inc. (JEPIC)
Min-Ho Wang, Director, Energy Policy Division, Ministry of
Knowledge Economy, Korea
Akamatsu Shuichi, Director, Economic Security Division, Ministry
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of Foreign Affairs, Japan
Wang Weiping, Section Chief, Comprehensive Division, Department
of Oil and Natural Gas, China State Energy Bureau and Zhang
Jianping, Senior Economist, Director, Department of International
Regional Cooperation, Institute for International Economic Research,
National Development and Reform Commission (NDRC)
Yondongombo Gendensuren, Director of Strategy Department,
“Just Group” LLC
John Tichotsky, Advisor to the Governor of the Chukotka Region
of Russia, Senior Fellow at the Northeast Asia Economic Forum
15:00–15:30

Commentators
STEVE COWPER, Former Governor of Alaska
Shen Longhai, Director, Expert Committee and Chairman, Energy
Steering Committee, International Energy Conservation Environmental
Protection Association
Chang-Sik Kim, Department Manager, Korea Energy Management
Corporation
Uchida Mitsuho, Former Director, Central Research Institute of
Electric Power Industry; Visiting Professor, Chukyo University,
Japan

Discussion
15:30–15:45

Coffee Break

15:45–16:45

Session 3: Transportation and Logistics Cooperation
Co-Chairs:
STEVE COWPER, Former Governor of Alaska and Battulga
Haltmaa, Minister of Road, Transportation, Construction and
Urban Development
Ki-Woo Lee, Deputy Mayor, Pusan Metropolitan Government, Korea
Ganbat Chuluunkhuu, Advisor to the Minister of Road, Transportation,
Construction and Urban Development
Inoue Satoshi, Emeritus Secretary General, International Association
of Ports and Harbors; Visiting Professor, National Graduate
Institute for Policy Studies
Tagir Khuziyatov, Head of Department, Institute of Management
and Business, Far Eastern State University
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Yang Zhongqiang, Deputy Director, Administration of Dongjiang
Port Zone of Tianjin
16:45–17:15

Commentators
Liu Binglian, Vice Dean, Economic and Social Development
Institute, Professor, Nankai University
Glyn Ford, Former Member of the European Parliament and
Chairman, Asia Policy Committee

Discussion
Announcements
19:00

Reception
Hosted by H.E. Monkhbayar Gombosuren, Mayor of Ulaanbaatar
City, at the Ball Hall of the Sunjin Grand Hotel, Ulaanbaatar

Friday, 27 August 2010
8:40

Take bus to Government House of Mongolia

9:00–10:15

Session 4: Financial Cooperation in Northeast Asia
Co-chairs:
Lee-Jay Cho, Chairman, Northeast Asia Economic Forum and
Wang Shuzu, Former Vice Mayor of Tianjin Municipal Government
Jai Min Lee, Vice-President, Korea Exim Bank
Qi Antian, Director of Financial Instrument Division, R&D Institute,
China Development Bank
Funada Yutaka, Deputy Head, Corporate Planning Department,
Japan Bank for International Cooperation (JBIC)
Gankhuyag Chuluun, Board Member of Xacbank
Du Qiang, Deputy Director, Tianjin Municipal Finance Services
Office

10:15–10:45

Coffee Break

10:45–11:30

Commentators
UHM RAK-YONG, Visiting Professor, Graduate School of Public
Administration Seoul National University, Former President,
Korea Development Bank
Badamtsetseg Lkhamjav, Executive Director, Savings Bank of
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Mongolia
Jeong Hyung Gon, Senior Research Fellow, KIEP, Republic of
Korea
Zou Ping, Chairman, China Asia Pacific Institute
11:30–12:00

Discussion

12:00–13:00

Lunch

13:00–14:00

Session 5: Cross-Border Regional Cooperation
Chair:
Glyn Ford, Former Member of the European Parliament and
Chairman, Asia Policy Committee
Ganbold Baasanjav, Director-General, Asia Department, Ministry
of Foreign Affairs and Trade of Mongolia (MFAT)
Zhang Jianping, Department of International Regional Cooperation,
Institute for International Economic Research, National Development
and Reform Commission of China (NDRC)
Yamada Mitsuo, Professor, Chukyo University, Japan
Steve Cowper, Former Governor of Alaska

14:15–15:00

Commentators
Vincent D. Spera, Economic/Commercial Chief, US Embassy in
Mongolia
Ma Junlu, Dean, School of Economics, Professor, Nankai University
Yamamoto Takashi, Associate Professor of Economics, Akita
International University
Pavel Minakir, Academician and Director, Economics Research
Institute, Far Eastern Branch, Russian Academy of Sciences

Discussion
15:00–15:15

Coffee Break

15:15–17:00

Closing Session
Chair:
LEE-JAY CHO, Chairman, Northeast Asia Economic Forum
Summaries by Five Session Chairs
Ulaanbaatar Declaration
Closing of the Nineteenth Forum of NEAEF
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Saturday, 28 August 2010
9:00–11:30

Field Trip – Overnight trip to Karakorum, ancient capital of
Chinggis Khan
Group 1, Leaves on Saturday and returns on Sunday, for participants
not attending the Young Leaders Program (YLP) Graduation
Group 2, Leaves on Sunday and returns on Monday, for participants
that attend the Young Leaders Program (YLP) Graduation

18:00

Young Leaders Program (YLP) Graduation (venue to be announced)

Sunday, 29 August 2010
Morning

Check out of hotel and departure from Ulaanbaatar

9:00–11:30

Field Trip – Overnight trip to Karakorum, ancient capital of
Chinggis Khan
Group 2, Leaves on Sunday and returns on Monday, for participants
that attend the YLP Graduation

19:00

Group 1 Returns from Karakorum

Monday, 30 August 2010
All Day

Check out of hotel and departure from Ulaanbaatar

19:00

Group 2 Returns from Karakorum

Tuesday, 31 August 2010
All Day

Check out of hotel and departure from Ulaanbaatar
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Ganzorig Temuulen, Deputy Director,
Erdenes MGL, Mongolia

John Tichotsky, Advisor to the
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Russia, Senior Fellow at the Northeast
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Group” LLC
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Min-Ho Wang, Director, Energy
Policy Division, Ministry of
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Akamatsu Shuichi, Director,
Economic Security Division, Ministry
of Foreign Affairs, Japan
Wang Weiping, Section Chief,
Comprehensive Division, Department
of Oil and Natural Gas, China State
Energy Bureau
Zhang Jianping, Senior Economist,
Director, Department of International
Regional Cooperation, Institute for
International Economic Research,
National Development and Reform
Commission (NDRC)
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H.E. Monkhbayar Gombosuren,
Mayor of Ulaanbaatar City

Shen Longhai, Director, Expert
Committee and Chairman, Energy
Steering Committee, International
Energy Conservation Environmental
Protection Association

Wang Shuzu, Former Vice Mayor of
Tianjin Municipal Government

Chang-Sik Kim, Department
Manager, Korea Energy Management
Corporation
Uchida Mitsuho, Former Director,
Central Research Institute of Electric
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Chukyo University, Japan
Battulga Haltmaa, Minister of Road,
Transportation, Construction and
Urban Development
Ki-Woo Lee, Deputy Mayor, Pusan
Metropolitan Government, Korea
Ganbat Chuluunkhuu, Advisor to the
Minister of Road, Transportation,
Construction and Urban Development
Inoue Satoshi, Emeritus Secretary
General, International Association
of Ports and Harbors; Visiting
Professor, National Graduate Institute
for Policy Studies
Tagir Khuziyatov, Head of
Department, Institute of Management
and Business, Far Eastern State
University
Yang Zhongqiang, Deputy Director,
Administration of Dongjiang Port
Zone of Tianjin
Liu Binglian, Vice Dean, Economic
and Social Development Institute,
Professor, Nankai University

Lee Jai Min, Vice-President, Korea
Exim Bank
Qi Antian, Director of Financial
Instrument Division, R&D Institute,
China Development Bank
Funada Yutaka, Deputy Head,
Corporate Planning Department, Japan
Bank for International Cooperation
(JBIC)
Gankhuyag Chuluun, Board Member
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Du Qiang, Deputy Director, Tianjin
Municipal Finance Services Office
Badamtsetseg Lkhamjav, Executive
Director, Savings Bank of Mongolia
Jeong Hyung Gon, Senior Research
Fellow, KIEP, Republic of Korea
Zou Ping, Chairman, China Asia
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(MFAT)
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International University

The Ulaanbaatar Declaration 27 August 2010
The Northeast Asia Economic Forum (NEAEF), in partnership with
the Ministry of Foreign Affairs and Trade of the Government of Mongolia,
the City of Ulaanbaatar, Northeast Asia Association of Mongolia, and the
Asia Pacific Institute of Mongolia, convened the 19th annual Northeast
Asia Economic Forum meeting in Ulaanbaatar, Mongolia on 26-27
August 2010. Representatives from the People’s Republic of China, Japan,
Republic of Korea, Mongolia, the Russian Federation, the EU, and the
United States met to take steps toward greater economic cooperation and
integration among Northeast Asian nations. Ulaanbaatar, the capital of
Mongolia, a vital city whose dynamic growth is being driven by a major
mining boom for the country, served as an exceptional setting for
discussing existing and new opportunities for Northeast Asia.
This year’s annual conference added to almost twenty years of
significant accomplishment in the NEAEF, through the annual meeting
process, continued its vision for a peaceful and prosperous Northeast
Asia through regional economic cooperation and development. Much of
the discussion in the Forum looked to the future considering that the
current environment provides significant opportunities for regional
development in a period of economic restructuring.
The annual conference provided marked progress toward a common
goal of regional integration through productive discussion of vital
themes within the Forum’s sessions. The specific sessions focused on
Mining and Mineral Development in Northeast Asia, Energy and Green
Growth Cooperation, Transportation and Logistics Cooperation, Financial
Cooperation in Northeast Asia, and Cross-border Regional Cooperation
in Northeast Asia.
An energetic opening ceremony included the statement of Elbegdorj
Tsakhia, President of Mongolia, which underscored the importance of
cooperation in Northeast Asia and the need for such cooperation to
extend beyond mere economic relations. In his statement the President
supported the work of the Northeast Asia Economic Forum in promoting
Northeast Asian cooperation, and the work of pursuing a Northeast
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Asian Development Bank. Remarks were also delivered by representatives
of Korea (Park Kwan-Yong, the former Speaker of the National Assembly
of Korea), China (Jiang Zhenghua, the former Vice Chairman of the
Standing Committee of the People’s Congress, PRC) and the USA
(Nicholas Hill, Chargé d'Affaires, Deputy Chief of Mission, Embassy of
the United States, Mongolia, on behalf of Ambassador Addleton) and
Former Governor of the State of Hawaii George Ariyoshi. Additionally,
there were congratulatory remarks from the Mayor Monkhbayer Gombosuren
of the City of Ulaanbaatar, as well as Russia (Governor Vyacheslav
Shport of Khabarovsk).
The following day, a keynote address was delivered by Japan by Dr.
Nakayama Taro, former Member of the Diet and former Foreign Minister
of Japan. Dr. Nakayama reviewed some of the relevant highlights of the
Northeast Economic Forum over the years and focused on the
importance on financial and infrastructure development in promoting
regional cooperation. He concluded that the leaders of the countries of
Northeast Asia needed to meet on a broad spectrum of issues for
cooperation, especially the idea of a Northeast Asian development bank.
The session on Mining and Mineral Development in Northeast Asia
featured high-level presentations on the mining sector of Mongolia that
showed both the current development of two large-scale projects in gold
and coal for making steel as well as the potential of the country in other
resources, including uranium and oil and gas. In addition, the Russia Far
East’s mineral development was featured. Commentary focused on issues
related to mitigation strategy for avoiding problems involved with fast
growing mineral boom growth.
The session on Energy and Green Growth Cooperation featured key
energy and green growth concepts. Overall, the theme that the
emergence of Northeast Asia as a show-case for the Green Growth Era,
and the importance of energy efficiency and comprehensive national and
regional strategies for moving to a Green Growth Era. Reduction of CO2
emission is a centerpiece for the energy demand nations in Northeast
Asia – China, Japan and Korea. The three nations have different energy
mixes and consequently have different strategies in changing their energy
mixes to improve efforts for CO2 emissions. China has a broad approach
that focuses on utilizing fossil fuels that emit CO2 more efficiently, as
well as promoting renewable and new energy. Korea is pursuing a broad
Green Growth policy. Japan is focusing on reducing emissions by pledging

180 Financing for Regional Economic Integration for Northeast Asia II

significant emissions reduction targets through the promotion of zero
emission power sources, such as nuclear and renewable energy sources,
as well as a reliance on greater electrification and new technologies, such
as heat pumps. The theme that market approaches toward reducing
emissions while simultaneously promoting economic growth were necessary
to achieve success.
The session on Transportation and Logistics Cooperation look at the
role that cross-border transport plays for regional development in the
area. Considerable attention was paid to the importance of ports and
access to ports for land-locked regions. Finally, a methodology to analyze
and evaluative comparative transport strategy was also presented.
The session on Financial Cooperation in Northeast Asia highlighted
the efforts of Japan, Korea, and China, including an increased dialogue
of their financial and development institutions, and NEAEF’s efforts to
elaborate on the general plans of a Northeast Asian Bank for Cooperation
and Development (NEABCD). The regional bank continues to be seen as
an ideal regional and multilateral vehicle for capitalizing cross-border
infrastructure development projects. It was noted that under the leadership
of NEAEF, considerable documentation and fundamental conceptual
work was developed by financial experts and practitioners, under the
guidance of Dr. Stanley Katz and Dr. Lee-jay Cho. Additional work was
carried out with the very tangible assistance of development and
export-import bank specialists from China, Japan and Korea. A suggestion
to expand the dialogue and consultation on bank development to Russia
and other interested countries was widely endorsed. Several of the
presentation provided details on the progress made on developing the
NEABCD concept. It was especially noted the advantages of establishing
an NEABCD in developing infrastructure for the Northeast Asian region.
It was also proposed that a meeting should be arranged for government
agencies and research organization that are responsible for implementing
efforts for financial cooperation. The purpose of this meeting is to enable
the parties to exchange information and ideas to formulate a cooperative
framework effort in the area of development finance for the Northeast
Asia region and to provide research for financial institutions, both public
and private.
The session on Cross-Border Regional Cooperation featured a sampling
of significant cross-border regional cooperation specifically for Mongolia,
China, and Japan. Logistical issues and the barriers for cooperation were
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also outlined. Proposals on how to overcome such problems was
discussed, especially the role of both the private and government sector
in resolving barriers to cross-border cooperative activities. Details concerning
the current situation of cross-border energy cooperation projects, as well
as prospects for cross-border cooperation, especially in the area of energy
in Northeast Asia, were well defined. In addition, specific examples were
presented of the way that such cooperation can be financed was also
discussed. The NEABCD was mentioned as part of the way to enhance
and finance cross-border regional cooperation.
A major theme that the participants discussed throughout the
conference is the important shift of discussing details, especially in the
area of financing, as a method to move from generalizations about Northeast
Asian cooperation to implementable functional cooperation.
Forum participants expressed appreciation for the support provided
by the Freeman Foundation and other cooperating institutions for the
Young Leaders Program, now in its fifth year, that features Fellows from
the People’s Republic of China, Japan, Republic of Korea, Mongolia, the
Russian Federation, and the United States. The Fellows’ attendance
contributed to the Forum’s goal of ensuring a long-term future of cooperation
and integration in Northeast Asia.
The NEAEF expressed its gratitude to the Ministry of Foreign Affairs
and Trade of the Government of Mongolia, the City of Ulaanbaatar,
Northeast Asia Association of Mongolia, and the Asia Pacific Institute of
Mongolia for hosting and providing generous support for the Forum’s
annual conference in Ulaanbaatar. The NEAEF also extended its deep
appreciation to the Ministry of Foreign Affairs and Trade; The Government
of Mongolia; the School of Foreign Services, National University of
Mongolia; and Asia Pacific Institute of Mongolia, and to other cooperating
institutions for their assistance with the NEAEF Young Leaders Program
in Ulaanbaatar.

List of KIEP Publications(2009~11.04)
￭ Policy Analyses
09-01 The World Economy with the G-20 / CEPR, KIEP

￭ Policy Analyses I (in Korean)
09-01 International Trends in Post-2012 Climate Change
Negotiations and their Implications / Sung Chun Jung,
Hyong-Kun Lee, Ki-Su Kwon, Cheol-Won Lee, Tae
Hyun Oh, Jino Kim, and Soon Cheul Lee
09-02 Natural Resource Potential of New Emerging
Regions and Its Implications for Korea: Russiaㆍ
Central AsiaㆍLatin AmericaㆍAfrica / Young Ho Park
et al.
09-03 Analysis of Challenge of FTAs and its Implications
for Trade and Structural Adjustment / Nakgyoon
Choi et al.
09-04 Economic Effects of Foreign Direct Investment into
Korea and Some Proposals on Improving the
Investment Environment / June Dong Kim et al.
09-05 Comparison of Competitiveness among Korea-ChinaJapan on Business Service by Analysis of the
Determinant for FDI / Hyung-Gon JEONG, SeongBong Lee, and Seung Kwon Na
09-06 Effective Implementation of Korea-ASEAN FTA: Trade
in Goods / HanSung Kim, Mee Jin Cho, Jae-Wan
Cheong, and Min-Sung Kim
09-07 Economic Impact of an FTAAP: Implication and
Significance for Korean Economy / Sangkyom Kim
et al.
09-08 Development Strategies for Korean IT Services in
the Era of Globalization / Yeongkwan Song, Jungu
Kang, and Hye yoon Keum

09-09 Mesuring the Barriers for Service Trade and Its
Policy Implications / Hankyoung Sung, Hyeri Park,
Hosun Nam, and Joo Young Yang
09-10 The Economic Effects of Potential Outcome of the
Doha Round and its Implications for Korea's Stance /
Jin Kyo Suh et al.
09-11 OECD DAC Guidelines and Implications for Korea's
ODA Policy / Yul Kwon et al.
09-12 From ASEAN+1 FTAs to an East Asia FTA / Chang
Jae Lee et al.
09-13 Macroeconomic Structure for the Stable Economic
Growth in Korea / Deok Ryong Yoon, Woosik Moon,
Chi-Young Song, Jai-Won Ryou, Hee-Yul Chai, and
Yeongseop Rhee
09-14 Effects of International Economic Shocks and Macroeconomic Policies / Dong-Eun Rhee, Wonho Song,
and Seung Hwan Oh
09-15 Effects of Foreign Investment on Korean Bond and
Derivatives' Market / Deok Ryong Yoon, In Huh,
Seung Hwan Oh, and Ho Jin Lee
09-16 Global Financial Crisis and Post-Crisis International
Financial Architecture / Yonghyup Oh, Chang-Gyu
Choi, Young-Joon Park, and Yeon Sil Kim
09-17 Portfolio Investment of Foreign Capital and its
Impact on Stock and FX Market / Deok Ryong
Yoon, Seung Hwan Oh, and Ho Jin Lee
09-18 The Development of Retail Industry in China and its
Implications / Seungshin Lee et al.
09-19 A Study on Japan's Low Carbon Strategy / Sung
Chun Jung, Yang-Hee Kim, Gyupan Kim, Hyong-Kun
Lee, and Eun-Ji Kim
09-20 Korea's Overseas Direct Investment in Latin America:
Its Performance and Challenges / Kisu Kwon, Jin-O
Kim, and Hee-Chae Ko

A list of all KIEP publications is available at: http://www.kiep.go.kr.

09-21 Analysis of North Korea's International Economic
Activities and Policy Implications / Myung-Chul Cho,
Jiyeon KIM, Ihk Pyo Hong, and Jong-Woon Lee
09-22 Korea's Agricultural ODA Policy toward Africa /
Young Ho Park, Jisun Jeong, and Yoon Sun HUR
09-23 The Rise of China and Korea's Strategy (1, 2, 3) /
Chang Kyu Lee et al.
10-01 Analysis of Comparative Advantage Patterns and
Its Policy Implications / Nakgyoon Choi and
Hongshik Lee
10-02 Korean MNEs and Domestic Economic Activity /
Hea-Jung Hyun, Yong Joon Jang, Jungu Kang,
Hyuk Hwang Kim, and Chul Hyung Park
10-03 Linkage Strategies for Korean ETS in Post-Kyoto
Regime / Jeongmeen Suh, Young Gui Kim, Ji Hyun
Park, Jeong Gon Kim, and Hye Yoon Keum
10-04 Korea’s Rules of Origin for East Asia Integration /
Mee Jin Cho, Han Sung Kim, Minsung Kim, and
Jooyoung Yang
10-05 APEC’s Progress towards the Bogor Goals: Challenges
and Prospects for Regional Economic Integration /
Sangkyom Kim et al.
10-06 Analyses on Korea’s Foreign Exchange Rate Volatility
and Recommendation for Stabilitation Policy / Soyoung
Kim, Deok Ryong Yoon, and Seung Hwan Oh
10-07 Asian Bond Market after the Financial Crisis and Policy
Implicatons / In Huh, Dong-Eun Rhee, Yoonsoo Lee, and
Da Young Yang
10-08 East Asia’s Financial Cooperation under Post-Crisis
International Financial Architecture / Young-Joon
Park, Dong-Eun Rhee, Yonghyup Oh, and Jiyoun An
10-09 China’s Foreign Exchange Policy and International
Monetary Order: Focusing on the Appreciation and
Internationalization of the Renminbi / Jonghwa Cho,
Bokyeong Park, Young-Joon Park, and Da Young Yang
10-10 Chinese Business Cycle and Macroeconomic Policy:
Structural Characteristics and Implications / Mansoo
Jee et al.
10-11 Chinese Policy Measures to Cope with the Global
Economic Crisis and the Sino-American Economic
Relations / Chang Kyu Lee et al.
10-12 The Strategy of Developing Domestic Market in

10-13

10-14

10-15
10-16

10-17

10-18

10-19
10-20
10-21
10-22
10-23

10-24

10-25
10-26

China and Its Implication: Case of Four Megalopolises
in Central China / KIEP China's Regional and
Provincial Research Group
Reviews on FDI among Korea-China-Japan and
Strategies for Mutual Investment Promotion / HyungGon Jeong et al.
How to Promote Environmental Cooperation?: A Case
Study on Japan and EU / Sung Chun Jung, Gyupan
Kim, Hyong-Kun Lee, Kyuntae Kim, and Tae Hyun Oh
An Assessment of Ten Years of Eurozone and
Future Challenges / Heungchong KIM et al.
The 20 Years of Korea-Russia Far Eastern Economic
Cooperation: new vision and its realization / Jae-Young
Lee, Pavel Minakir, Cheol-Won Lee, and Jeeyoung
Hwang
Latin America's Plant Construction Market: Its
Characteristics and Way to Expand Korea's
Participation / Kisu Kwon, Jin-O Kim, Hee-Chae
Ko, Misook Park, and Kyeong Shin Hur
Korea's New Scheme for Enhancing Economic
Cooperation toward Central America / Jino Kim,
Ki-Su Kwon, Hee-Chae Ko, and Misook Park
Trade Policy toward South Asia after Korea-India
CEPA / Choongjea Cho et al.
Non-Tariff Barriers in the Southeast Asia / Taeyoon
Kim et al.
Enhancing Korea-Africa Development Cooperation
for Environment / Young Ho Park et al.
Structural Change of Southeast Asia and Strategic
Industries / Taeyoon Kim et al.
Characteristic of India by Region and Practical
Strategy / Choongjea Cho, Yunjung Choi, Youngchul
Song, and Sooncheol Lee
Analysis of Nuclear Disarmament of South Africa,
Libya and Ukraine, and Its Implication on North
Korea's Denuclearization / Myung-Chul Cho, Jiyeon
Kim, and Ihk Pyo Hong
Growth Strategies of Aging Economies and Political
Implications / Yang-Hee Kim et al.
Enhancing the Effectiveness of South Korea's
Multilateral Aid / Jione Jung et al.

￭ Korea's Mid- to Long-term Economic
Strategy (in Korean)
09-01 The World Economy after the Global Economic
Crisis: Current Status and its Prospects / Heungchong
KIM et al.

￭ Regional Study Series (in Korean/English)
09-01 The Relationship between Outward Direct Investment
and Exports in the German Manufacturing Sector /
Kyuntae Kim and Hyun Jean Lee
09-02 The World Economy after the Global Economic
Crisis: Current Status and its Prospects / Heungchong
KIM et al.
10-01 The Review of the History and Structure of ‘New
Energy Policy’ of Europe Union Since 2005 /
JINHONG Joo, Kyuntae Kim, and Hyun Jean Lee
10-02 Development of European Lobbying and Case Studies /
Yoo-Duk Kang
10-03 The Problems and Reforms of Japanese Public Pension
Scheme in Connection with Population Aging and Low
Economic Growth / Yanghee Kim and Eunji Kim
10-04 Renewable Energy Policy in Germany and Its
Implications for Korea / Hyun Jean Lee and SungWon Yoon

￭ Trade and Investment Study Series
(in Korean/English)
09-01 Russia's Anti-dumping System and Its Implications
for Korea / Sherzod Shadikhodjaev and Joo young Yang
09-02 Study on ways to Utilize Skilled Foreign Workers in
Korea Through Policy of Recruiting Foreign Students /
Yeongkwan Song, and Jooyoung Yang
09-03 An Evaluation of the Revised Draft Modalities for DDA
Agricultural Negotiations and Policy Implications / Jin
Kyo Suh and Ji Hyun Park
10-01 The Current State of WTO's DDA Negotiation on
Rules and Policy Implications / Nohyoung Park and
Sung-Hoon Park

10-02 The Study on Korea's Preferential Scheme for
LDCs / Mee Jin Cho and Min-Sung Kim

￭ Policy References I (in Korean/English)
09-01 Nordic Aid Untying Policy: Implications on Korea's
Aid Strategy / Yul Kwon and Jisun Jeong
09-02 India's Professional Manpower and Growth of Service
Industry: Implication for Development of Knowledge
Service Industry of Korea / Soon-Cheul Lee and
Young-Chul Song
09-03 The Current Status of Covered MEAs under KORUS
FTA and Its Implications / Chang-In Yoon
09-04 Structural Changes of Japan's Economy after the
Prolonged Recession and the Global Economic
Crisis / Yang-Hee Kim and Eun-Ji Kim
09-05 ODA as a Soft Power Instrument: The EU Experience
and its Relevance for Asia / Silviu Jora
09-06 The Impacts of Enlargement on the Central and
Eastern European Countries / András Inotai
09-07 A Comparative Study of the Services Sectors of
Singapore, Malaysia, and Indonesia / Kitae Sohn
and Minhee Kim
09-08 Korean FX Rates Analysis During the Financial Crisis:
Effects of Foreign Bond Investments and FX Hedged
Foreign Fund / In Huh and Young-Joon Park
09-09 Analysis on the Effects of Logistics Efficiency on
Trade Flows in East Asian Countries / Ho-Kyung Bang
09-10 An Analysis of Micromechanisms for Efficient ODA
and Its Policy Implications / Kitae Sohn and Minhee
Kim
09-11 Structural Impacts of the Global Financial Crisis
and Implications for Trade Policies / June Dong
Kim et al.
09-12 An Analysis of Investment Environment in the Area
of Central Asia's Energy Resources and its policy
Implications / Young Kwan Jo et al.
09-13 A Strategic In-Depth Study of Central Asia: Trade,
Investment Strategy Report / Sung Hak Yoon et al.
09-14 The Political Elite and Power Structure of Kazakhstan /
Jae-Young Lee et al.

09-15 Studies in Comprehensive Regional Strategies Collected
Papers I Central Asia: PoliticsㆍSocietyㆍHistoryㆍ
Culture / KIEP
09-16 Studies in Comprehensive Regional Strategies Collected
Papers II Central Asia: EconomyㆍEnergyㆍEnvironment /
KIEP
10-01 The Korea-Turkey FTA and Measures to Enhance
the Economic Cooperation / Chul CHUNG, Hankyung
SUNG, Chelwon LEE, and Tae Hyun OH
10-02 Agriculture Policies in Central Asia and Korean
Strategies for Agriculture Cooperation Improvement
with Central Asia: Kazakhstan, Uzbekistan, and
Kyrgyzstan / Young Kwan Jo and Si Young Lee
10-03 Recent Trends of Technical Barriers to Trade (TBT)
in WTO Member Countries and Policy Implications /
Yong Joon Jang and Hosun Nam
10-04 Strategic Economic Cooperation between Korea
and Mongolia in the New-Asia Era / Jae-Young
Lee and Si Young Lee and D. Ganbaatar
10-05 The Study of Characteristics on the Plant Market in
the Central Asia and Participating Strategy of
Korea / Sung Hak Yoon
10-06 The Indonesian Politics and Economy since the
Asian Financial Crisis / Ki Tae Sohn, You Jin Baik,
and Min Hee Kim
10-07 Climate Change Financing for Developing Countries:
Issues and Implication / Jione Jung and Sukyung
Park
10-08 Potential and Perspectives of Bioenergy in Africa /
Yeongho Park and Yoonsun Hur
10-09 Employment-Oriented Green Aid: Case Studies and
Implications / Baran Han and Min Hee Kim
10-10 China's Aid Policy and Strategy / Yul Kwon and
Sukyung Park
10-11 The Strategy for Economic and Development Cooperation
between Korea and Major African Countries: Ghana,
DRC, South Africa, Ethiopia / Youngho Park, Minhee
Kim and Hyelin Jeon
10-12 Economic Impact of Asia Pacific Trade Agreement /
Han Sung Kim and Hye Yoon Keum
10-13 Non-Tariff Barriers in Indonesia and Ad-Valorem
Equivalents of Non-Tariff Measures on Steel Products /

Taeyoon Kim and Jaeho Lee
10-14 A Study on the Movement of Persons in China's
FTA Negotiations / Jina Yeo
10-15 An Analysis of OECD Countries' Service Industries:
Industrial Structure, Linkage Effects, and Productivity
in Input-Output Framework / Jungu Kang
10-16 Assessment of Greater Tumen Initiative (GTI) and
Policy Roadmap / Myung-Chul CHO and Jiyeon KIM
10-17 A Study on FDI Attractiveness in Central Asia and
Entry Strategies of Korea into Central Asia / Young
Kwan Jo et al.
10-18 The Study of Prospects on the Energy Plant
Market in the Central Asia and Participating Strategy
of Korea / Sung Hak Yoon et al.
10-19 A Study on the Dominant Group and Power Elites
in Uzbekistan / Jae-Young Lee, Seok Hwan Kim,
Sang-Nam Park, and Young-Hoon Son
10-20 The Image of Korea in Central Asia / Sung Hak
Yoon, Gisoo Eun, Soomi Park, Geun Park, and
Wongbong Jang
10-21 A Framework for Sharing Korea's Socio-economic
Development Experience with ODA Recipient
Counties and its Application to Uzbekistan / In Soo
Kang, Yoocheul Song, Hosaeng Rhee, and Hongyul
Han
10-22 Studies in Comprehensive Regional Strategies Collected
Papers I Central Asia: PoliticsㆍCulture / KIEP
10-23 Studies in Comprehensive Regional Strategies Collected
Paper II Central Asia: Economyㆍ ResourceㆍScience /
KIEP
10-24 The Belarusian Economy and its Economic Relations
with the EU / Jeeyoung Hwang and Ji Sang Chang
10-25 Rising India - Recent Development and its Implications
to Korea / Yoon Dho Ra, Ocksoon Lee, Chanwahn Kim,
and Tae Hwan Yoo
10-26 Development and Development Cooperation of
ASEAN from Koreans' Viewpoints / Yul Kwon, Jaeho
Lee, and Hung-guk Cho
10-27 Korea-Latin America Economic Cooperation: Current
Status and Future Prospects / Kisu Kwon, Won-Ho
Kim, Sung Hyong Rhee, and Chong-Sup Kim
10-28 Environmental Assessment for Entering India Market

10-29

10-30

10-31

10-32
10-33
10-34

10-35
10-36

10-37

10-38

10-39

10-40

10-41

by Region: Eastern Area / Bong Hoon Kim, Kun Jun
Lee, Jin Gyu Choi, Eun Kyoung Jung, Jeong Min Byeon,
and Ahmad Ishaque
Environmental Assessment for Entering India Market
by Region: Western Area / Bong Hoon Kim, Kun Jun
Lee, Jin Gyu Choi, Eun Kyoung Jung, Jeong Min Byeon,
and Ahmad Ishaque
Environmental Assessment for Entering India Market
by Region: Southern Area / Bong Hoon Kim, Kun Jun
Lee, Jin Gyu Choi, Eun Kyoung Jung, Jeong Min Byeon,
and Ahmad Ishaque
Environmental Assessment for Entering India Market
by Region: Northern Area / Bong Hoon Kim, Kun Jun
Lee, Jin Gyu Choi, Eun Kyoung Jung, Jeong Min Byeon,
and Ahmad Ishaque
Strategic Industries of Southeast Asia: Automotive
Industry / Sung Shin Lee and Won Jang Park
Strategic Industries of Southeast Asia: IT / In Soo
Kang, Tae Eun Kim, and Seung Yeon Hong
Strategic Industries of Southeast Asia: Finance /
Kyeh Ryong Chung, Seung Ho Sohn, Jin Kyung
Lee, and Sea Rhin Lee
Strategic Industries of Southeast Asia: Medical Tourism /
Jang Sup Shin
Korea's New Scheme for Enhancing Economic
Cooperation toward Central America: Green Industry /
Sang Sub Ha, Kyung Won Chung, and Hye Hyun Son
Korea's New Scheme for Enhancing Economic
Cooperation toward Central America: Development /
Young Chul Kim, Gyong Mo Gu, You Kyoung Kim, and
Chong Wook Park
Korea's New Scheme for Enhancing for Economic
Cooperation toward Central America: SME / Nam
Kwon Mun, and Jae Ryang Woo
Korea's New Scheme for Enhancing Economic
Cooperation toward Central America: IT Industry /
Yoon Kook Choi
Korea's New Scheme for Enhancing Economic Cooperation
toward Central America: Green Industry / Sang Sub Ha,
Kyung Won Chung, and Hye Hyun Son
A Study of Korea-Vietnam Environmental Education
Cooperation Strategy (I): Environmental Training Pilot

10-42

10-43

10-44

10-45

10-46

10-47

10-48

10-49

10-50

10-51

10-52

10-53

Program for Public Officers in Vietnam / Kang Yim
Kim, Tae Yoon Park, and Yoon Jung Kim
Efficient ODA Strategy of Transport Projects in
ASEAN Countries / Hunki Lee, Jeehyung Park,
Dongmin Lee, Yoohyung Joo, and Jongshin Kim
The Cultural and Economic Implications on the
Eastern India / Kwangsu Lee, Soon Cheul Lee, and
Ki Chul Kwon
Self-Perceptions of Communities in India / Jongchan
Choi, Hongkeun Kho, Hawon Ku, Hyeongjun Kim,
Geumpyo Park, Myeongmu Lee, Eungu Lee, and
Choonho Lee
Indian Industrial Development Strategy and Economic
Governance / Jiho Jang, Jung-Yul Kim, and Younghee
Cho
Who is Indian? A Realm of Indian's Spirit Focused
on the Yogaśāstra / Soon-Keum Kim and MeeKyung Kim
A Study on the Claims of Local Communities in Special
Economic Zones in India: Focusing on Economic,
Social, and Environmental Sustainability / Kyootai Lee,
Jiyeon Bae, and Yule Heo
Research on India's Diplomatic Strategies and
Korea-India Future Collaboration Plan / Chae-Sung
Chun, Soo-Hyung Lee, and Suk-Ki Kong
Nations in National Museums and Monuments: A
Study of the Construction of National Identities in
Southeast Asia / Yoon Hwan SHIN, Heejung Kang,
Eun-Young Kim, Seung-Won Song, Sang Kook LEE,
Hanwoo LEE, and Horim CHOI
Separatism Movement and Conflict Management in
Southeast Asia: with Focus on the ASEAN's Regional
Cooperation / Dong-Yoon Lee and Young-Il Kim
An Assessment of Socio-Economic Development
Capacities of the ASEAN Underdeveloped Countries:
Vietnam, Cambodia, Myanmar / Jai Won Ryou, SungHoon Park, Hongyul Han, In Soo Kang, Yoocheul Song,
and Hosaeng Rhee
Research on India's Diplomatic Strategies and KoreaIndia Future Collaboration Plan / Chae-Sung Chun,
Soo-Hyung Lee, and Suk-Ki Kong
Regional Cooperation Measures to Resolve Transnational

10-54

10-55

10-56

10-57

10-58
10-59

10-60

10-61

Threats in Southeast Asia such as Drug, Organized
Crime, Human Trafficking, and Piracy / Yong-Sup Han,
Shin-Wha Lee, Gyun Yeol Park, and Hong-Je Cho
A Framework to Analyse and Enhance S&T ODA for
Sustainable Development in Three ASEAN Countries:
Cambodia, Vetnam, and Philippines / WooSung Lee,
Jungtae Hwang, and Wonjoon Kim
A Study on Korea's ODA Strategies toward Cambodia:
Basic Survey and Strategy Development / Hyuk-Sang
Sohn and Hyunsuk Yoo
Prospects for Regime Change and Korea's Expansion
Strategies in Myanmar after the Myanmar's General
Elections / Jun Young Jang
Research for the Development of Nuclear Industry
in Latin America and Policy Proposals for Korean
Nuclear Industry toward this region: Focusing on
Mexico, Brazil and Argentina / Hee Moon Jo,
Sang-Sub Ha, and Hye-Hyun Son
The Energy and Environmental Problems of Latin
America: Status and Tasks / Kyung-Soo Chun et al.
Health Care Reform in Latin America: Chile, Argentina
and Mexico / Sang-Rae Lim, Sang-Hyun Yi, and
Yun-Joo Park
A Study on the Social and Cultural Codes and
Consumption Patterns of the Broadcasting Industry
in Latin America: A Proposal for the Efficient
Settlement of‘Korean Wave’/ Kyung Won Chung,
Yong Gab Jeon, Gu Ho Cho, and So Ra Lim
Comparative Analysis on State-owned Enterprises
Policy in Korea, China, and Japan / Hyung-Gon
Jeong et al.

￭ Conference Proceedings
09-01 Changes in North Korea and Policy Responses of
the International Community toward North Korea /
Myung-Chul Cho and Jiyeon Kim eds.
10-01 Financing for Regional Economic Integration for
Northeast Asia / Lee-Jay Cho & Chang Jae Lee
10-02 2009 CRES Visiting Scholar's Paper Series /
Heungchong KIM

10-03 Korea-China Economic Cooperation with the Rising of
Central China / Youngrok Cheong and Changsheng Xu
eds.

￭ Working Papers
09-01 Determinants of Staging Categories for the Tariff
Elimination in the FTA Negotiations / Nakgyoon Choi
09-02 Using Panel Data to Exactly Estimate Income
Under-Reporting by the Self Employed / Bonggeun
Kim, John Gibson, and Chul Chung
09-03 Firm Heterogeneity in the Choice of Offshoring:
Evidence from Korean Manufacturing Firms / HeaJung Hyun
09-04 What can North Korea Learn from Transition
Economies' Reform Process? / Hyung-Gon Jeong
09-05 Impacts of Free Trade Agreements on Structural
Adjustment in the OECD: Panel Data Analysis /
Nakgyoon Choi
09-06 Transport Costs, Relative Prices, and International
Risk Sharing / Inkoo Lee and Yonghyup Oh
09-07 The Impact of Mutual Recognition Agreements on
Foreign Direct Investment and Export / Yong Joon Jang
09-08 Trade Openness and Vertical Integration: Evidence
from Korean Firm-Level Data / Hea-Jung Hyun and
Jung Hur
09-09 External Adjustment under Increasing Integration in
Korean Economy / Inkoo Lee and In Huh
09-10 An Exploration of an Integration Index and its
Application for Asian Regional Community / Heungchong
Kim, Minhee Kim, and Jehoon Park
10-01 General Equilibrium Analysis of DDA Trade Liberalization:
Assessment of Alternative Scenarios / Nakgyoon Choi
10-02 Intra-industry Trade in an Enlarged Europe: Trend
of Intra-industry Trade in the European Union and
its Determinants / Yoo-Duk Kang
10-03 Democracy and Trade Policy: the Role of Interest
Groups / Kyounghee Lee
10-04 East Asian Financial and Monetary Cooperation and
Its Prospect: Beyond the CMI / Young-Joon Park
and Yonghyup Oh

10-05 Regionalism within Multilateralism: WTO Review
Mechanisms for RTAs / Sherzod Shadikhodjaev
10-06 Determinants of Exports: Productivity or Fixed Export
Costs / Young Gui Kim and Jeongmeen Suh
10-07 Learning in Trade Negotiations?: An Experimental
Study on Veto Games / Hankyoung Sung
10-08 Impact of Rules of Origin on FTA Utilization in
Korean FTAs / HanSung Kim and Mee Jin Cho
10-09 Considering Happiness for Economic Development:
Determinants of Happiness in Indonesia / Kitae Sohn
10-10 Information and Capital Flows Revisited: the Internet
as a Determinant of Transactions in Financial Assets /
Changkyu Choi, Dong-Eun Rhee, and Yonghyup Oh
10-11 Who Goes Where and How? Firm Heterogeneity
and Location Decision of Korean Multinationals /
Hea-Jung Hyun and Jung Hur

￭ CNAEC Research Series
09-01 Development Cooperation for Social Safety Nets in
East and Southeast Asia / Kye Woo Lee
09-02 Outward Processing Scheme under FTAs: “Domine,
QuoVadis?” / Norio Komuro
09-03 Intra-Industry Trade between Japan and Korea: Vertical
Intra-Industry Trade, Fragmentation and Export Margins /
Yushi Yoshida
09-04 Analysis on the Effects of UN Economic Sanctions
against North Korea / Hyung-Gon Jeong and Hokyung
Bang
10-01 Customs Administration Cooperation between KoreaChina-Japan for Trade Facilitation: Strategy for Mutual
Recognition of AEO between Korea-China-Japan /
Hyung-Gon JEONG, Seung Kwon Na, and YooYeon Noh

￭ Monograph
▪An Economic History of Twentieth Century Europe / KIEP
▪KIEP Annual Report 2008 / KIEP
▪Стратегии проникновения нароссийскийрынок:
опыт компаний РеспубликиКорея / Jae-Young
Lee and Sooncheul Lee

KIEP is on-line. Access http://www.kiep.go.kr for details of our latest publications.

KOREA INSTITUTE FOR INTERNATIONAL ECONOMIC POLICY

ORDER FORM

■ Fax number: 822-3460-1144
■ Address:

Publication Section, Department of Information & Library Services
Korea Institute For International Economic Policy
108 Yangjaedaero, Seocho-Gu, Seoul 137-747,
Korea
■ E-mail: publications@kiep.kr
■ Please call: 822-3460-1142 if you have any questions.

ALL ORDERS MUST BE PREPAID
Date of Order:

Name: Mr / Ms

Department/Institution:

Street Address:

City:

State / Post Code:

Country:

Telephone:

Fax:

E-mail:

Quantity

Title/Author/Series No.

ISBN

ㆍTotal Cost of book(s) is US$

Price

.

ㆍCos t of postage is US$

.

* Postage charge per copy is US$ 5 within Asia. For all other countries, the

postage charge per copy is US$ 9.

All orders will be shipped by airmail.

Payment
Check (payable to KIEP)

International Money Order

Visa Card

Master Card
ㆍCard Number
ㆍExpiry date
ㆍSignature

Standing Order for Residents Outside Korea
Type of Membership
(One-Year)
All publications
(60-70 titles, including
periodicals, annually )

Annual Fee*
Institutions

Individuals

US$ 500

US$ 250
* Airmail charges are included.

* Subject to change without prior notice.

108 Yangjaedaero, Seocho-Gu, Seoul 137-747 Tel: (822) 3460-1080 Fax: (822) 3460-1144

| Conference Proceedings 11-01 |

Financing for Regional Economic
Integration for Northeast Asia II
Edited by Lee-Jay Cho & Chang Jae Lee

(SET)

대외 11-1 표지(하와이).indd 1

Financing for Regional
Economic Integration for
Northeast Asia II

NORTHEAST ASIA ECONOMIC FORUM

Edited by
Lee-Jay Cho & Chang Jae Lee

Korea Institute for International Economic Policy

2011-04-27 오후 6:37:16

