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The 65th Annual Meeting of the Japan Society of International Economics,
Nagoya University, 14-15 October 2006

The Cooperation of Development Financing in Northeast Asia
~ A design for the development of a bank system through the financial cooperation among governmental
organizations and private sectors ~

Yasuhiro Chiba,
Professor of Economics
Akita Keizaihoka University

I. Analytical point of view

It has been around 15 years since the argument over the foundation of the Northeast Asian Development
Bank (NEADB), as well as the design of financial cooperation in Northeast Asia, was addressed. The
construction of financial strategies in Northeast Asia has been a long, pending issue regarding the economic
development of the area.

This report will firstly re-examine the intention and establishment proposal of NEADB, and then will
propose a financial design for a supportive network in Northeast Asia from a multi-lateral aspect, according to
the two recent instances of economic cooperation among Japan, China, and South Korea, which have been
carried out by both the governmental organizations and the private sector. Secondly, this paper re-examines the
development of financial cooperation in Northeast Asia.

0. Re-examination of the NEADB plan and a trend of regional financial cooperation

The NEADB design is an effective alternative in the construction of the development finance system in
Northeast Asia. In recent years, there have been two financial cooperative systems that have involved
governmental organizations and private sectors; one is the Northeast Asia Development Financing Council,-
NADFC- and the other is the Northeast Asia ECA Summit.,-NAECA.-. Both are generally estimated as the
preceding cases in the NEADB design, as they represent the cooperative system of the governmental banks as
well as the private banks of three countries: Japan, China, and South Korea. At the same time, these two
organizations are expected to play a part in the co-financial system of the future NEADB project.

0. Fusion of the NEADB design for a financial support network and its vision

One main function of the NEADB system is to provide a development fund. The NEADB design should
provide a concrete plan based on financial prospects in order to emphasize the possibility that Northeast Asia is
an ideal target in future investment projects. However, there are problems to be solved prior to putting the plan
into practice in order to attain the expected result in the development of the finance project. For example,
Tumen River Area Development Program the reminds us of the “political difficulty” in relation to North Korea
that may well be an obstacle in creating a cooperative financial network in Northeast Asia. This section aims to
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suggest a strategic constriction of the development financial network in the area under the following headings:
1. NEADB as politics and political goods; and 2. Strategic construction of a local financial cooperation scheme
in northeast Asia.

V. Proposal

The theoretical outline (Fig. 1) of financial cooperation in Northeast Asia is a road map for financing in the
area. Development fund supply is an essential basis for the NEADB establishment. This diagram indicates the
mutual cooperation between international financial institutions and each government. A basic step to realize the
plan is to provide the financial institution that can mediate each organization. NEADB may well play a catalytic
role in the development finance project in Northeast Asia, taking advantage of its capital and trust as a local
financial institution. As for a strategy to promote the potential investment demand of Northeast Asia, it is
necessary to prepare for the capital inflow from the private sector by maintaining the loan structure and the
technical support system based on the direction of international support organizations.

The diagram of the Northeast Asia symbiosis area (Fig. 2) suggests an ideal design for the future based on
peace and substantial financial resources. The three basic conditions in the design are to share security for
human life, food, and energy sources. The leading members to maintain these conditions are the local residents
themselves, and the three theoretical plans that form the frame of this design are: the "Northeast Asia
Development Vision", the "Northeast Asian Development Bank Design", and the "Northeast Asia Economy and
its Social Development Mechanism", which serve as the mere supports to the main activities carried out by the
local residents. This fundamental premise was inspired by the view in the "global environmental symbiosis
area." The term "symbiosis area" in this paper stands for the economically cooperative area in Northeast Asia.
This presentation proposes an “ International Development Design among Japan, China, and South Korea” as
a possible action plan. It is necessary to re-examine the economic system in Northeast Asia from the aspect of
economic rationality based on cooperative security.
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Figure 1 A Concept of Linked Development Financing
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Figure 2 A Concept of the Symbiotic Community 1n the Northeast Asia
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0 O : Lothar Baar, Zur okonomischen Strategie und Investutionsentwicklung in der Industrie der DDR in den funfziger und sechziger Jahren, in:
Jahrbuch fur Wirtschaftsgeschichte, Heft 2, 1983, S.18; Statistisches Amt der DDR(Hrsg.), Statistisches Jahrbuch der DDR *90, Berlin 1990,

S.116.
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