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20274 LABEDGDP 1
1,700 IHRLE—EE |

1,556

2,438
2,292

2017 2020 2025

2030 2035 2040

X IXF—OFEEEBIE (2017-2040)

2017 2030

2035 2040

IR (%)
’17~°30 *30~40 *17~40

BAU #% (Mtoe) 176 205
HIZTZ (Mtoe) 176 175
B (%) - 144

209 211 1.2 0.3 0.8
173 172 0.0 0.2 0.1
172 186 - - -

HPFT:The Third Energy Master Plan of Korea (20194)
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M2 BEODBAIXRINF—IVIADREESEOEE

<-4 TATRE HR

—Z D

AR : The Third Basic Energy Plan for 2040 (20194)
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FeKTITHoTzo VN7 T, f 1K
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B o 8 I35 32 (PSA) 1245
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! https://ac. gov.ru/uploads/2-Publications/TEK_annual/TEK.2019.pdf.
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(Belyaev et al, 2018)
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* http:/media.rspp.ru/document/1/2/5/2502ae1262d70e4¢020677¢29ad60c23.pdf.

* https://www.gazprom.ru/projects/power-of-siberia/.

* https://rosatom.ru/upload/iblock/033/03395b2a975 1b4fcd385d746a2f9df15 pdf.

<& #>

IEA (2019). Global CO: emissions in 2019: https://www.iea.org/articles/global-co2-emissions-in-2019

UPS (2018). Report on the Functioning of the UES of Russia in 2018: https://so-ups.ru/fileadmin/files/company/reports/disclosure/2019/ups_rep2018.pdf

(in Russian)

Belyaev L., V. Savelyev, and L. Chudinova (2018). “The Role of Hydropower in Electric Power Integration of Asian Countries,” E3S Web of Conferences,
Vol. 27, No. 01005 (2018):https://doi.org/10.1051/e3sconf/20182701005
Podkovalnikov S.V., Savelyev V.A., Chudinova L.Yu. (2015). “Study of the System Energy-Economic Effectiveness of the Formation of the Interstate
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Special Feature
2021 Northeast Asia International Conference for
Economic Development (NICE) in Niigata
The Twelfth Japan-Russia Energy and Environment
Dialogue in Niigata

Program

Main Theme
A Transforming World—A Society with Coronavirus and Northeast Asian Economies

Organizers
NICE Executive Committee (Niigata Prefecture, City of Niigata, ERINA)

Sponsors
Ministry of Foreign Affairs of Japan; Ministry of Economy, Trade and Industry; Ministry of Land, Infrastructure, Transport and

Tourism; Niigata University; Embassy of the People's Republic of China in Japan; Embassy of Mongolia in Japan; Embassy of the
Russian Federation in Japan; Korean Consulate in Niigata;, TOHOKU ECONOMIC FEDERATION; Federation of The Chambers of
Commerce & Industry of Niigata Prefecture; Niigata Prefecture Management Association; Niigata Association of Corporate Executives;
The League of Japan Sea Coastal Promotion; Niigata Industrial Creation Organization; JUNIOR CHAMBER INTERNATIONAL
NIIGATA; Japan External Trade Organization; Japan Oil, Gas and Metals National Corporation; KEIDANREN (Japan Business
Federation); The Institute of Energy Economics, Japan; Japan Energy Coal Center (JCOAL); Japan Association for Trade with Russia &
NIS; Japan Bank for International Cooperation; Petroleum Association of Japan; Japan Project-Industry Council; Japanese Business
Alliance for Smart Energy Worldwide; The Niigata Nippo; The Mainichi Newspapers Niigata Bureau; Niigata Bureau, The Yomiuri
Shimbun; The Sankei News Niigata branch office; The Asahi Shimbun Niigata General Bureau; Niigata Bureau, Nikkei Inc.; Kyodo
News Niigata Bureau; JIJI PRESS Niigata bureau; Japan Broadcasting Corporation, Niigata Station; Broadcasting System of Niigata
Inc.; NST Niigata Sogo Television,Co.,Ltd.; Television Niigata Network Co., Ltd.
The Niigata Television Network 21, Inc.; NEWMEDIA Co., Ltd.; FM RADIO NIIGATA; FM KENTO

Participants
A total of 750 persons (inclusive of 230 persons from overseas: China, Russia, Mongolia, ROK, Germany, U.S.A., and Australia)

* Approved as a project of Japan-Russia Regional Exchange Year

m 1st Stage: China’s Economic Rise and Northeast Asian Economic Cooperation
—in the Context of US-China Conflict and COVID-19

Date: 22 January 2021 (Friday) 13:00 to 17:00
Method: Online with simultaneous delivery
Languages: Simultaneous interpretation in Japanese, English and Chinese

Program
o Opening Remarks
KAWAI Masahiro Chairperson, NICE Executive Committee; Representative Director, ERINA
o Keynote Address
ZHANG Yunling Professor and Academy Member, Chinese Academy of Social Sciences;
President, Institute of International Studies, Shandong University
o Panel Discussion
o Closing Remarks

KAWAI Masahiro Chairperson, NICE Executive Committee; Representative Director, ERINA
< Panelists >
ZHANG Jianping Director General, Center for Regional Economic Cooperation, Chinese Academy of
International Trade and Economic Cooperation, MOFCOM
MARUKAWA Tomoo Professor, Institute of Social Science, the University of Tokyo
WANG Yun-Jong Adjunct Professor, College of International Studies, Kyung Hee University;

Former President, the Korean Association for Contemporary China Studies;
Board Member of Hyosung Chemical

ERINA REPORT PLUS 65




Program

LUKIN Artyom
SHURKHUU Dorj

LI Nan
ZHANG Yunling

< Coordinator >
KAWAI Masahiro

Associate Professor, Deputy Director for Research, School of Regional and International
Studies, Far Eastern Federal University

Head of Department of China Studies, The Institute of International Affairs(IIA), Mongolian
Academy of Sciences (MAS)

Senior Research Fellow, Institute of American Studies, Chinese Academy of Social Sciences
Professor and Academy Member, Chinese Academy of Social Sciences;

President, Institute of International Studies, Shandong University

Chairperson, NICE Executive Committee; Representative Director, ERINA

m 2nd Stage: Transforming the Global Supply Chain

Date: 28 January 2021 (Thursday) 14:00 to 16:45
Method: Online with simultaneous delivery

Languages: Simultaneous interpretation in Japanese, English and Chinese

Program

o Opening Remarks
KAWAI Masahiro

o Keynote Address
MAIE Yoichi

o Panel Discussion

o Closing Remarks
KAWAI Masahiro

< Panelists >
MENENDEZ III Manuel C.
XIONG Lin
WAKAMATSU Isamu

HAYASHI Chino
WATANABE Yutaka
YAMADA Yoshihiro
MAIE Yoichi

< Coordinator >
ADACHI Yuji

Chairperson, NICE Executive Committee; Representative Director, ERINA

Professor, Nagoya University of Foreign Studies

Chairperson, NICE Executive Committee; Representative Director, ERINA

Chairman, MCM Group Holdings Ltd.; CEO, 8M8 LLC

Senior Partner, Beijing DADI Law Firm

Chief Senior Economist, Overseas Research Department, Japan External Trade Organization
(JETRO)

Leader, China Desk, Global Business Support & Promotion Department, Sojitz Corporation
Chief Executive Officer, TOWA JAPAN Corporation; President, Niigata Vietnam Association
Managing Director, L. TSUBAME CO., LTD.; President, EIKO KAIUN CO., LTD.

Professor, Nagoya University of Foreign Studies

Director, Business Support Division, ERINA

m 3rd Stage: Japan-Russia Energy and Environment Dialogue

—the Paris Agreement and Energy Security in Northeast Asia

Date: 3 February 2021 (Wednesday) 14:00 to 17:30
Method: Online with simultaneous delivery

Languages: Simultaneous interpretation in Japanese, English and Russian

Program
o Opening Remarks
KAWAI Masahiro
o Keynote Address
TAMURA Kentaro
o Panel Discussion
o Closing Remarks
KAWAI Masahiro
< Panelists >
GAO Shixian

YANG Euy-Seok
BATJARGAL Zamba
PODKOVALNIKOV Sergei
HARADA Daisuke

TANAKA Kento

TAMURA Kentaro
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Chairperson, NICE Executive Committee; Representative Director, ERINA

Director of Climate and Energy Area, Institute for Global Environment Strategies

Chairperson, NICE Executive Committee; Representative Director, ERINA

Deputy Director General, Research Professor, Energy Research Institute, National Development
and Reform Commission, China

Senior Research Fellow, International Energy Group, Korea Energy Economics Institute
Special Envoy on Climate Change, Ministry of Environment and Tourism

Head, Laboratory of Interstate Power Grids, Melentiev Energy Systems Institute of Siberian
Branch of the Russian Academy of Sciences

Project Director, Research and Analysis Department / Russia Project Group, Japan Oil, Gas and
Metals National Corporation

Director, Industry Promotion Division, Department of Industry and Labor, Niigata Prefectural
Government

Director of Climate and Energy Area, Institute for Global Environment Strategies
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< Coordinator >
ENKHBAYAR Shagdar Senior Research Fellow, Research Division, ERINA

m Final Stage: A Transforming World
—A Society with Coronavirus and Northeast Asian Economies

Date: 10 March 2021 (Wednesday) 13:00 to 18:00

Method: Real and Online with simultaneous delivery

Venue (Real): Snow Hall, Toki Messe Niigata International Convention Center
Languages. Simultaneous interpretation in Japanese, English, Chinese, Korean, Russian

Program
o Organizers’ Welcome Addresses
HANAZUMI Hideyo Governor of Niigata Prefecture
NAKAHARA Yaichi Mayor, City of Niigata
KAWAI Masahiro Chairperson, NICE Executive Committee; Representative Director, ERINA
o Guest Addresses
SERGEEV Mikhail Consul General, Consulate General of the Russian Federation in Niigata
SUN Dagang Consul General, Consulate General of the People's Republic of China in Niigata
NAKAYAMA Teruya Honorary Consul, Honorary Consulate of Mongolia in Niigata
KWON Sang-hee Consul General, Korean Consulate General in Niigata (Message)
MIYAGAWA Kiyomi Principal Deputy Director, Japan-Russia Economic Affairs Division, European Affairs Bureau,
Ministry of Foreign Affairs
MIYAZATO Takanori Principal Deputy Director, Northeast Asia Division, Trade Policy Bureau, Ministry of Economy,
Trade and Industry
O Special Address “Strategic Response to Asian Dynamism”
TERASHIMA lJitsuro Chairman, Japan Research Institute; President, Tama University

0 The 2nd Future Leaders Program (FLP) —Future Scenario of Northeast Asia
1. School of Community Service and Science, Tohoku University of Community Service and Science
2. Faculty of Economics, Niigata University
3. Faculty of Healthcare Management, Niigata University of Health and Welfare
4. Faculty of Economics, Tohoku University
5. Faculty of Economics, Niigata University
02021 NICE Review

Ist Stage: ARAI Hirofumi Director and Senior Research Fellow, Research Division, ERINA
2nd Stage: ADACHI Yuji Director, Business Support Division, ERINA
3rd Stage: ENKHBAYAR Shagdar Senior Research Fellow, Research Division, ERINA

o Future Leaders Program (Awards Ceremony)

m Closing Remarks
KAWAI Masahiro Chairperson, NICE Executive Committee; Representative Director, ERINA
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1st Stage Summary

China’s Economic Rise and Northeast Asian Economic
Cooperation: In the Context of US-China Conflict and COVID-19

ARAI Hirofumi

Director and Senior Research Fellow, Research Division, ERINA

In 2020, the novel coronavirus’s global spread negatively
impacted the Northeast Asian (NEA) economies, resulting in
their economic slowdown. Despite being the second-largest
economic superpower and the only major country that showed
positive economic growth, China also faces many difficulties,
inclusive of economic, technological, and national security
issues.

Most recently, the US-China trade war along with the
COVID-19 spread has been attracting particular attention from
around the world. Against this backdrop, the first stage of the
conference discussed the impact of these two shocks on Chinese
economic prospects, its cooperation with NEA countries, and
new challenges that they should tackle with in the future.

Professor, ZHANG Yunling, in his keynote speech “Northeast
Asia in a New Context,” emphasized the increasing importance
of the triangular cooperation of China, Japan, and the ROK, for
the NEA economy, which is now the largest economic region in
the world. Currently, the region faces many challenges in
promoting economic integration: the US-China trade war, the
COVID-19 shock, and economic security. At the same time, he
reminded us that this hard time grants us good opportunities for
expanding cooperation. Among others, cooperation for
combating COVID-19, the Regional Comprehensive Economic
Partnership Agreement (RCEP), and the beginning of the new
presidency in the United States will significantly advance NEA
economic integration. China can also provide regional
cooperation opportunities through, for example, its new policy of
“dual circulation”.

Following the keynote address, six panelists gave their views
from the perspectives of China, Japan, Russia, Mongolia, the
Republic of Korea, and the DPRK.

Professor ZHANG lJianping overviewed “Chinese Macroeco-
nomic and Northeast Asian Economic Cooperation Strategy” and
pointed out that Asia-Pacific regional economic cooperation is
essential for promoting the “Belt and Road Initiative” and US-
China relations. In particular, the conclusion of the US-China
Phase 1 Trade Agreement last year will hopefully positively im-
pact regional economic cooperation.

From Japan’s side, professor MARUKAWA Tomoo presented
“China’s Industrial Policy in the 2020s.” He noticed that the US-
China trade dispute has impacted the “Made in China 2025”
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strategy and China’s industrial policy changes. One example is
that China has stopped its policy orientation toward increasing
domestic procurement rate of integrated circuits (ICs).

Professor WANG Yun-Jong reported “China and Northeast
Asian Economic Cooperation: ROK’s Perspective” and shed
light on the impact of the US-China conflict and COVID-19 on
the Korean economy, the country’s standing position in the BRI,
and the possibility of the China-Japan-South Korea Free Trade
Agreement.

Professor LUKIN Artyom gave his views on how important
“Sino-Russian Economic Relations and Far Eastern Russia” is to
expand their cooperation in the energy, agriculture, and
transportation sectors and promote the Far East’s regional
development. He noted that the two countries’ cooperation in
various areas did not achieve what the Russian side expected on
the one hand and some areas show the risk of overdependence
on Chinese markets.

Professor SHURKHUU Dorj reported on “Mongolian Per-
spective: Shifting from a Chinese Supplier to a Regional Suppli-
er” and pointed out the importance of Mongolia’s strategic
changes addressing the diversification of trade partners.

Lastly, Dr. LI Nan from the Chinese Academy of Social
Sciences presented “The Reshaping of the National Strategy of
DPRK and the China-DPRK Relationship: A Chinese
Perspective.” He summarized and gave his views on the 8th
Congress of the Workers’ Party of Korea that was held this
January.

The discussion in the first stage of the conference gave us a
clear insight that China’s economic rise provides NEA countries
with great opportunities while it could put them at risk of
overdependence on China. In particular, supply chain issues are
becoming much clearer and more severe in the context of the
US-China trade war and the novel coronavirus infection. It is
crucial to determine how the US-China relationship under
Biden’s administration and regional relations with China will
develop in the short term. At the same time, NEA cooperation
will be the key to regional peace and stability in the long term.
The discussion of the first stage has hopefully provided policy
implications that necessitate expanding intra-regional dialogue,
building a sense of trust, and establishing institutional

cooperation systems such as FTAs.
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1st Stage Keynote Address
Northeast Asia in a New Context: the Key is

Cooperation

ZHANG Yunling

Professor and Academy Member, Chinese Academy of Social Sciences
President, Institute of International Studies, Shandong University

Northeast Asia is facing three big challenges or problems.
One, of course, is the COVID-19 pandemic, which is still very
serious. Almost all countries have been affected. We do not know
when it will end. But one thing is very clear. We must cooperate,
even though each country is responsible for and focusing on its
own problems. There are no other ways to deal with the
pandemic because we are living in an interdependent world.
Especially now, we need to cooperate on vaccine production and
injections for coping with the COVID-19 pandemic.

The second challenge is related to the economy. This
challenge is different from the economic crises of the past.
Because of the pandemic, almost all the countries have suffered
negative growth. Though China finally achieved 2.3% growth
last year due to its domestic efforts, this figure is still very low
compared with previous years. For the regional economy or
global economy, we still have to find a way to solve the problem
of negative or slow growth. The only way is to cooperate on a
recovery based on open market environment and consolidated
policies.

The third one is regional relations, which refers to the
rebuilding and readjustment of the Northeast Asia regional
relations. We have enjoyed peace for a long time. Meanwhile,
we are worried that there may be a war if emerging conflicts get
out of control. In the past, for a long time, we did not worry
about the outbreak of a war at all. We believed that peace would
continue, but now things have changed, and there are new
challenges. We need to find out how to manage this situation and
do everything we can to protect our hard-won peace.

Northeast Asia includes China, Japan, ROK, DPRK, Russia,
and Mongolia according to the geographical definition. After
WWII, this region has experienced great changes. The most
important and profound change is its economic rise. We recall
that Japan’s economic rise covered the period from the 1960s to
1970s, followed by ROK from the 1980s to 1990s. Then, it was
China’s rise, from the 1990s to about 2010, which continues
almost until now. Northeast Asia experienced the economic
growth waves. We may call this Flying-Geese model. But
actually, more than that, because it created a kind of economic
network in Northeast Asia. Northeast Asia has now become the
largest economic group in the world. The reason behind such
great economic rise in Northeast Asia is economic integration.

Among all the factors that support the economic rise of
Northeast Asia, the most crucial factor is China’s reforms and
opening. China’s reforms and opening has led to economic

networking between China, Japan, and Korea (CJK). Thus far,

the CJK networking covers comprehensive aspects ranging from
business chains to government cooperative agendas. China is a
big country with great potential. Its rise has a larger scale and
longer process than that in most countries. China has become the
largest economy in the Northeast Asia region, the second largest
in the world, and may be the largest economy in the world by
around 2035.

CJK cooperation has emerged based on this economic
integration. It started with the “ASEAN+3” framework, then the
independent CJK framework in 2008, also with a supporting
trilateral secretariat. No matter what happens, the trilateral
secretariat remains functional. CJK has signed an investment
agreement and has an ongoing FTA negotiation. Aside from CJK
economic networking, there is also “CJK plus”, such as plus
Russia, plus Mongolia etc. This is open to any country that has
interest, including the United States.

Speaking of the economic integration of Northeast Asia, of
course, there are still many challenges. Economically, one of
those challenges is the escalation of the China-US friction. China
was identified as a strategic rival to the US under the Trump
administration, in addition to trade sanctions, tensions as well as
high-tech decoupling. We hope this is changed under the Biden
administration since it is not beneficial to the United States. [
believe that there should be a lot of changes. China and the US
should open trade negotiations as the Trump Administration
made so many unilateral sanctions on China. In the past, most
exchange programs were blocked by the US side. Only when
China and the US are sitting together we can find a solution. Not
just China and the US, but also others, suffer from this situation.

In an interdependent world, few can decouple from the world
market. If you see the trade figures, you will find that despite the
numerous trade sanctions during the last year, trade between
China and the US continues to grow, and US imports from China
continue to grow. Many American companies continue to invest
in China. The reason is very simple. China is the largest potential
market. Investing in China is best for their profits. Nevertheless,
under the Trump administration, CJK economic relations were
also affected because of those sanctions. In fact, CJK’s normal
economic and high-tech relations have been seriously affected by
US policy.

As COVID-19 is a common threat, it opens the window for
our cooperation, and this can be seen as an opportunity for
Northeast Asia to establish an institutional regime for public
health. COVID-19 has serious impacts on current economic and
social activities as well as future activities. COVID-19 may
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strike again. Just like the Japanese government, which had
announced that it would welcome all tourists and then suddenly
had to close it down due to its surging number of infectors,
China also did the same thing —closed its doors- because of the
increasing pandemic infectors coming from abroad. We must be
very cautious when it comes to the safety of human beings. I
have no idea when we can go back to normal. Probably during
this year, 2021, each government still has to remain cautious.
Hence, I do not think we can return to normal very soon.
However, what matters more is how to rearrange our relations in
such an abnormal situation.

Economic integration in Northeast Asia is facing a new
challenge caused by the issue of economic security, which
suddenly comes to the fore. A core concern on economic security
is how far it goes. Many normal economic exchanges may be
stopped due to the control of security with very complex effects.
In the past, security was more related to national security. Due to
the pandemic, social security and business security are high on
agendas. Companies have to rethink their strategies and consider
whether they need to create more efficient and robust networks
of supply chains. People cannot travel freely thus far due to
health security controls. Before COVID-19, we saw hundreds of
millions of people from China traveling abroad. They liked to
travel everywhere, but now they have to rethink the security of
their trips. All of those have severe effects on policy, on business
and people.

Challenges always come with opportunities. China’s effective
and quick control of its domestic pandemic and its rapid
economic recovery provide a positive role in facilitating the
regional cooperation and economic recovery. The conclusion of
RCEP negotiation gives a strong signal that the openness and
cooperation will continue, and the CJK FTA, with RCEP as the
background, can move faster. The change of the US
administration may help to move to a more manageable Sino-US
relationship. Both China and the US should take this opportunity
to open dialogue and reduce the tensions.

The subject of this meeting is China and Northeast Asia.
China is becoming stronger and its rise will continue. China’s
rise should be considered a good thing as a strong China will
make greater contributions to our region. Unfortunately, some
see China’s rise as a trouble or a threat. China has its own style
of administration and government, which is different. China
holds its commitment to insisting on the peace and development
road in its Constitution. It has announced again and again that
China will never compete for status as a superpower or
domination. We should believe China. Although things do not
always go smoothly, China continues to open, continues to join
the international community, and continues to be responsible for
international actions and behaviors. China and EU just
concluded their investment treaty. This shows China’s will to
open and integrate into the international market. In the treaty,
China has made more commitments to open its market and
accepted a lot which in the past we thought it could not possibly
accept.

China has to insist on its political system while it also has to

closely join the world and the region. Therefore, we should learn
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how to live with a different China, and with a cooperative and
open China. Actually, each country is different from any other.
We should learn how to manage well the differences. The efforts
come from all aspects. We are living in an inter-dependent
world. The interests are related to all of us. This is not a way of
confronting or competing. It is a way of living together and
finding a way to solve our differences.

Coming back to the economy. China just announced its new
policy of dual circulation. This kind of policy has been discussed
for many years already. We must understand that China cannot
continue a model in which economic growth heavily relies on
export supports. China has to mobilize its resources and markets
and achieve more innovation rather than relying on the outside.
However, this is not inward-looking. It is outward-looking. Dual
circulation behaviors try to think of China and the world from a
different kind of approach. In the past, China relied more on the
outside market. But in the future, China will rely more on its
own market and a different way for linking itself to the outside
world. China can become a country similar to the US, as a major
importer as well as a major outside capital investor. Hence, this
will be good for the region and also for the world. However, it is
not a short or sudden change, the transition probably needs a
long time. At least, I think it requires two decades.

Coming back to Northeast Asia. It is most dynamic but with a
lot of challenges and dangers. What we need and what we expect
is a stable and cooperative Northeast Asia, rather than a divided
Northeast Asia. The Trump administration tried to divide it. Now
since the US is under a new administration, we can probably
come back and rethink about what we need to do.

We need a new mind set for the future. China has called on
community-building for a shared future. This is a new mindset
for living together. What China called for is actually a forward-
looking strategy. China does not say what kind of community it
is. But we need to make progress and contribution. Community
building for a shared future can be implemented on economic
development, culture, health care, on dealing with COVID-19
etc. The key point is to let us work together. I think that is how to
understand it.

Northeast Asia has two major emergent tasks--the COVID-19
pandemic and a cooperative agenda. As the COVID-19 has not
gone, we need to strengthen our cooperation. Economic growth
is a key concern for our region. We have made some progress in
facilitating exchanges by adopting the green channel travel and
encouraging business travel. On that basis, we can do more.
Until now, we have no-lasting medicine to cure COVID-19.
Thus, we should continue to cooperate on research and work on
medical products in the future.

CJK cooperation is essential for Northeast Asia. We must
revitalize our cooperation to have the trilateral summit meeting.
We have not seen action on this yet. I remember two years ago,
the three leaders seriously committed to not stopping the CJK
summit meeting. Actually, it should be very easy to do online.
This is crucial. Throughout history, for thousands of years, the
three countries never sat together equally for cooperation. Now
we have to continue it no matter what happens. In fact, I think
we should work early this year to push for the next CJK



meeting.

Moreover, I think it is probably the right time to rebuild stable
economic supply chains. Northeast Asia needs an open digital
network. In the future, we can expect that more and more
economic and social activities will be linked to the digital
network. Thus, the opening of this is crucial.

Generally, Northeast Asia is facing challenges. We need to
work together to cope with and make a good future. That is to
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say, whatever happens for Northeast Asia, cooperation is the key
to peace, security and welfare. We cannot afford to go backwards
and lose. Besides, Northeast Asian cooperation is open, we must
do more in the area of CJK plus. Plus is also open, plus other
Northeast Asian countries, plus the US, plus ASEAN etc.

For Northeast Asia, peace is the foundation. As long as we
have peace, not war, then we can do almost anything with effort.
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2nd Stage Summary
Transforming the Global Supply Chain

ADACHI Yuji

Director, Business Support Division, ERINA

The conference organized the second stage to exchange
opinions on how the US-China relationship and their policies
would affect Japanese companies operating in China and their
supply chains, considering the current situation brought by the
US-China trade war, the COVID-19 spread, and the new US
presidency. This session was also intended to provide practical
and useful information that companies can refer to.

Professor MAIE Yoichi, in his keynote address “Transforming
the Global Supply Chain,” gave an outlook on China’s policies
and the current situation surrounding Japanese companies,
shedding light on the following five aspects: (1) COVID-19 and
the trade conflict, (2) government policies, (3) overseas business
expansion, (4) China business of Japanese companies, and (5)
the supply chain restructuring. Based on the JETRO survey, he
noted that more than 90% of Japanese companies still favorably
assess the Chinese market and have plans to expand or maintain
their business in China while they are restructuring their supply
chain to, among others, Vietnam as one of the most attractive
destinations in the post-pandemic era. He introduced two
experiences as case studies: concepts of “local production in the
consumer market” by Komatsu Ltd. and “selection and
dispersion” by the Omron Corporation.

Next, six panelists gave presentations.

MENENDEZ III Manuel C., an experienced consultant in
China business, presented “Global Supply Chain Perspectives”
and shared his views from the perspective of business continuity
planning (BCP) on the (re)organization of an efficient supply
chain, its preventing factors, and the future direction. He also
emphasized the importance of diversification and localization of
production to avoid risks associated with supply chain
restructuring.

XIONG Lin, a corporate law expert, in her presentation “The
14th Five-Year Plan and Japanese Companies’ Expansion into
China — Reviewing the Coronavirus Period,” gave an overview
regarding government policies, the longer-term vision through
2035, anti-pandemic support measures for companies, and the
current situation of Japanese businesses in China. She stressed
that the Chinese government is carrying out a new “dual
circulation” policy to stimulate domestic and international
demand in a balanced manner and that, in line with Professor
Maie, many Japanese companies opt to continue their business
operation in China.

WAKAMATSU Isamu from JETRO presented “US
Perspective 2: The New Biden Administration’s Policy Toward

China and the Response of Japanese Companies in the US” and
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shared a standard view that the new Biden administration will
maintain its hardline stance toward China, against the backdrop
of escalating anti-China sentiment among US citizens. A JETRO
survey showed that 40% of Japanese companies in the US
negatively assessed the impact of the trade conflict between the
US and China. Accordingly, many companies are seriously
concerned about whether the new presidency will adversely
impact their business.

HAYASHI Chino from Sojitz Corporation introduced “Sojitz’s
China Businesses —Viewed from the State of the Supply
Chain—" and summarized the historical development of the
company’s businesses in China. She discussed that Japanese
companies need to reconsider their business strategy to compete
with rapidly growing Chinese companies in a harsh competitive
market: relocation of production bases near the consumer and
restructuring the supply chains that also have access to Southeast
Asian markets can be options.

WATANABE Yutaka, in his presentation “Vietnam after
COVID-19 (from City to Province / from Province to
Province),” introduced his business experience in Vietnam,
beginning in 1996. Vietnam’s economic growth rate is estimated
at 2.3% in 2020, the year of the pandemic disaster. It can also be
expected that foreign investment into Vietnam will accelerate in
the post-pandemic era, leading to intensified market competition
in Vietnam. In this regard, prompt business planning and
execution are needed to enter the Vietnam market.

YAMADA Yoshihiro, managing director of a Niigata-based
logistic company, presented “Separation of Political and
Economic Affairs, from Chinese Business to Multiple Bases”
and talked about local businesses’ actual situation in Shanghai.
He shared interesting experiences that explain how COVID-19
negatively affected China’s local subsidiaries in terms of poor
allocation of Japanese staff, reduced efficiency in business
operations, and deteriorated product quality, while it increased
demands made for product inspection, procurement, and trade
agency operations to his company’s local subsidiary.

In light of panelist discussions, professor Maie made
complementary comments on three critical issues that emerged
in front of Japanese companies operating in China during the
pandemic: (1) use of industrial robots will improve productivity
and economize labor input; (2) delegation of authority from
headquarters in Japan to local factories and subsidiaries and
production localization; (3) strengthening of relationships with
China’s regional governments. Some panelists agreed with the
importance of the third issue.
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2nd Stage Keynote Address
Transforming the Global Supply Chain

MAIE Yoichi

Professor, Nagoya University of Foreign Studies

I would like to speak on five issues: COVID-19 and the issue
of US-China friction, policy developments in China, the
direction of overseas expansion in Japanese companies, the
business operations of Japanese companies in China under the
context of these issues, and finally, the state of supply chain
reorganization.

First of all, I would like to touch on changes observed in the
Japanese economy. In the past 20 to 30 years, the lead earner
within Japan’s economy has shifted from trade to investment.
Comparing 1999 and 2019, Japan’s national trade balance
decreased significantly from 14.1 trillion yen to 0.4 trillion yen,
while the balance of investments increased sharply from 6.5
trillion yen to 21.0 trillion yen. In other words, in the process of
expanding their investments overseas, Japanese companies have
formed a highly complex global supply chain. Currently,
COVID-19 and the issue of US-China friction are significantly
impacting this supply chain.

When the spread of infection of COVID-19 occurred in China
last January, many people likely associated it with the SARS
outbreak in China from 2002 to 2003. Had the COVID-19
infection been contained at the level of SARS, there would have
been fewer issues with the supply chain. However, as the
coronavirus became a global infectious disease risk, it was no
longer a problem that could be solved simply by lowering the
weight of operations in China.

As for US-China friction, we all know that since July 2018 the
two nations have imposed additional tariffs on the other resulting
in a trade war. The fourth round of additional tariffs was to be
initiated in two installments. Had the excises been triggered in
December 2019 as proposed, concerns about the substantial
impact on both economies would have been realized, especially
since US imports from China include many consumer goods
such as smartphones, personal computers, and game consoles.
Fortunately, last-minute negotiations resulted in the suspension
of these tariffs.

Also, on January 15, 2020, the US and China signed the first
phase of an economic and trade agreement. The agreement was
extremely hard on China, in particular, the increased protection
and enforcement of intellectual property rights, a ban on pressure
tactics on foreign companies over technology transfers, and
China agreeing to increase US imports by more than US$200
billion in two years.

No one expected this agreement to end the conflict between
the nations, but a truce in the US-China trade war continued for
18 months until the COVID-19 pandemic hit.

Let me try to organize the composition of the US-China trade

war in my own way. China recently avoids public use of the term

“Made in China 2025” to describe its policy on industrial
sophistication after considerable criticism from the US, however
the strategy is continuing. The goal is to realize the Chinese
Dream, or the great revival of the Chinese people, while also
upgrading its industries and avoiding the middle-income trap.

In contrast, the US’s substantial aim is to prevent China from
gaining economic hegemony and maintain its own security
advantage. Therefore, the US considers intellectual property
infringements or cyberattacks by China as a major issue, and
while it presses for concessions through tariff increases, etc., it
also strengthens restrictions on exports and investments based on
the National Defense Authorization Act.

China, on the other hand, has agreed to concessions such as
expanding imports because at present it cannot meet the US on
an equal footing economically or militarily, but it is difficult to
compromise on “Made in China 2025”, and in exploring ways to
seek greater self-reliance, it has recently tightened trade and
investment regulations, expressly against the United States.

In this way, there is limited latitude for compromise between
the US and China, and it is hard to find a middle point. In the
first place, the essence of US-China friction is a struggle for
supremacy between two major powers, and I, like many people,
feel that a long-term conflict is inevitable.

Next, I will look at recent policy developments in China. In
October 2020, a crucial meeting of the Communist Party of
China, known as the Fifth Plenum, was held in China. At the
meeting, the Communist Party of China’s Central Committee
introduced and deliberated on proposals for the formulation and
adoption of the 14th Five-Year Plan, starting in 2021, and the
Long-Term Goals through 2035. The 14th Five-Year Plan will
be officially initiated after deliberations at the National People’s
Congress scheduled for March 5, and these proposals will form
the base of policy.

Among the 60 total proposals, one closely related to the
supply chain is to “accelerate the development of modern
industrial systems, and promote the optimization and
sophistication of economic systems” (Table 1). The beginning of
this item mentions “raising the level of industrial chain and
supply chain modernization,” which was not listed in the
proposals of the 13th Five-Year Plan five years ago.

The point is that the strengths of China’s industrial and supply
chains will be refined, and its fragile areas complemented. In
other words, as an area of advantage, China will build an
emerging industrial chain, promote the high-end, smarting, and
greening of traditional industries, and develop a service-based
manufacturing industry. Conversely, it is said China will

implement projects to rebuild industrial infrastructure, now
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Table 1 Composition and items of proposals from the 5th Plenum (Excerpt)

Items

Establish a well-off society in an all-round
way, and embark on the new journey to
make China an all-round modernized
socialist country.

1) Decisive achievements have been made toward victory in establishing a well-off
society in an all-round way

2) Our development environment faces profoundly complex changes

3) Fundamentally realize the long-term objective of socialist modernization by 2035

1) Guiding ideology for economic and social development during the 14th Five-Year

Plan period

Guiding directives and main objectives for

2 economic and social development during the
14th Five-Year Plan period

2) Principles that economic and social development must adhere to during the 14th
Five-Year Plan period

3) Main objectives for economic and social development during the 14th Five-Year

Plan period

1) Strengthen China’s strategic science and technology capabilities

Seek innovation-driven development, and
3 comprehensively fashion new development
advantages

2) Improve the technological innovation capability of enterprise

3) Stimulate the innovative vitality of talents

4) Refine the mechanism for scientific and technological innovation

1) Raise the level of industry chain/supply chain modernization

Accelerate the development of modern
industrial systems, and promote the

2) Develop strategic emerging industries
3) Accelerate the development of modern service industries

4) Coordinate promotion of infrastructure construction

5) Accelerate the development of digitalization

1) Facilitate domestic circulation

optimization and sophistication of economic
systems
5 Form a strong domestic market, and build a

new development framework

2) Promote domestic and international dual circulation

3) Comprehensively promote consumption

4) Broaden the space for investment

Source: Based on “Proposals of the Communist Party of China Central Committee on the Formulation of the 14th Five-Year Plan for National and
Economic Development and the Formulation of Long-Term Goals through 2035”

regarded as a vulnerable area, focus on the challenging strategy
of key products and core technologies, develop advanced
applicable technologies, and promote the diversification of
industrial chains and supply chains.

Another of the items, to “accelerate the development of
digitalization,” was absent from the 13th Five-Year Plan. This
time, the global digital economy is distinctly listed as one of the
proposals. Here, it is advocated to promote the industrialization
of digital and digitalization of industries, promote an advanced
fusion of the digital economy and real economy to build an
internationally competitive digital industry and cluster. Also, the
directions of developing data resources, known as the oil of the
21st century, and strengthening the protection of personal
information by securing national data have been laid out.

Another noteworthy item is to “form a strong domestic
market, and establish a new development framework.” Here,
based on the facilitation of domestic circulation, the policy of
promoting dual circulation in both its domestic and international
markets is advocated. Recently, the terms “domestic circulation
and dual circulation” are often used to describe Chinese policy.
The image of this policy, according to Professor ZHANG
Yunling in his keynote address at the first stage of 202 1NICE, is
that in the next 20 years China will stimulate its domestic
economy, thanks to its world-leading domestic demand, and as

the world’s second largest trading power, will construct a U.S.-
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like economy connecting it to the world and globally and making
China the largest economic power externally.

Furthermore, in relation to domestic demand, there is an item
to “comprehensively promote consumption”, especially “new
forms of consumption”. In addition to online shopping, which
has developed due to COVID-19, these “new forms of
consumption” foster fields such as live commerce, which is now
extremely popular, online education, and medical care.
“Broadening the space for investment” refers to the catchphrase
coined at the National People’s Congress in May 2020, “Liang
xin yi zhong (Priority given to new infrastructure, new
urbanization initiatives and major projects)”, which takes the
first Chinese character of new infrastructure, new urbanization,
and major project construction, although new infrastructure is
now gaining particular attention. According to a white paper
released by a government think tank, China will invest in 7 areas
of infrastructure such as inter-city high-speed rail, 5G, big data,
and new-energy vehicle charging stations. By 2025, direct
investment in these areas should reach almost 10 trillion yuan,
with related investment set to soar beyond 17 trillion yuan.
(Table 2)

Next, we will look at the direction of overseas expansion by
Japanese companies.

According to surveys results of Japanese companies
conducted by the Japan External Trade Organization (JETRO),
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Table 2 Investment scale of new infrastructure construction (2025)

Field Direct Investment Related Investment
Inter-city high-speed rail; rail traffic 4.5 trillion yuan 5.7 trillion yuan
5G 2.5 trillion yuan 5 trillion yuan
Big Data Center 1.5 trillion yuan 3.5 trillion yuan
Industrial internet 650 billion yuan 1 trillion yuan
Ultra-high voltage network 5 trillion yuan 1.2 trillion yuan
Artificial Intelligence (AI) 2.2. trillion yuan 4 trillion yuan
New energy vehicle charging stations 900 billion yuan 2.7 trillion yuan

Total

17.7 trillion yuan

9.9 trillion yuan o
(about. 273 trillion yen)

Source: Created based on the "White Paper on The Development of New Infrastructure Construction”
by the China Electronic Information Industry Development (CCID), March 2020

over half the respondents planned to increase overseas expansion
in the future, and many Japanese companies have already
mapped out the direction of their overseas expansion activities.

With increased overseas demand the most common reason
given, followed by a decrease in Japan’s domestic demand,
companies are looking abroad to find what they desire. The fall
in local demand is due to Japan’s population decline stemming
from a low birthrate and aging population. United Nations
projections predict that its population will plummet by more
than 20 million in the next 30 years, with the working-age
population and group responsible for consumption and
production also set to tumble. During this period, Japan will face
the severe structural problem of population decline. It will be
hard to solve in the short term, so Japanese companies will be
forced to find an alternative in overseas markets for the time
being.

The US and China are both essential economic partners for
Japanese companies. They are Japan’s first and second largest
trading partners, with Japanese companies investing heavily
overseas to turn a profit, but in terms of the profit from their
direct investment, little separates the US and China, which rank
first and second respectively.

In fact, a JETRO survey shows that China (48%) ranks first
for countries and regions where companies are looking to
expand business operations, followed by Vietnam (41%),
Thailand (36%), and the US (32%), and with each country
totaling more than 30%, the US and China are certainly
important economic partners for Japan.

However, with the issue of friction between the US and China
intensifying and the risk of decoupling being mentioned, how to
restructure the strategy of Chinese business going forward is a
pressing issue for Japanese companies.

Therefore, I will explain the current state of Japanese
companies’ business operations in China. According to results of
JETRO?’s latest survey released in December 2020, 36.6% of
companies said they would expand business developments in
China, 55.6% would maintain the status quo, 1.0% would

release or withdraw, and 6.7% would scale down, meaning that

more than 90% of Japanese companies have stated their
intentions to continue or expand operations in China.

The main motivation behind business expansion is increased
sales in the local market as well as in China, followed by high
growth potential and market potential. Conversely, some
companies expressed a desire to downsize, release or withdraw
operations, with a fall in local market sales and increased costs
such as labor being the key reasons. Very few respondents cited
impacts of the US-China friction or trade restriction measures.

This can be explained by the structure of Japanese companies
expanding into China. Their sales include domestic sales or
exports in China, but there are overwhelmingly more domestic
sales in China, which account for just under 70%. A little over
30% of sales are exported, and more than 60% of those are to
Japan. Only 5% of sales from Japanese companies expanding
into China go to the US, and exports directly from China to the
US are just under 2%. Therefore, the direct impact of additional
tariffs between the US and China is limited.

Finally, we will look at the future state of supply chain
reorganization. A white paper on trade published in July 2020
made recommendations on this issue. One is the supply system
and countermeasures, especially for masks and other emergency
supplies that have become an issue due to COVID-19, but since
it is impractical to maintain 100% supply capacity from usual
times, it has been deemed important to build a reliable supply
system that is unaffected by international situations during times
of emergency. In fact, it is necessary from a security perspective
to return the production of masks and protective clothing to
Japan .

China is Japan’s largest import partner, accounting for a
quarter of imports, and Chinese imports make up a very high
percentage for many products. More than 90% of imports of
goods with six-digit HS code systems are from China, including
99% for laptops, 99% for video game consoles, and 91% for air
conditioners, thus we depend on China for many items.

Debate on returning the production of these items to Japan
exists, but Keidanren (Japan Business Federation) Chairman

NAKANISHI Hiroaki says it is not a case of returning
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everything to Japan, nor that it is even possible. In fact, Japan’s
population is set to fall by 20 million in the next 30 years, so
returning all production bases to Japan is not a realistic option.

According to a JETRO survey on supply chain restructuring,
7.6% of respondents had already implemented or planned to do
so. Of these, 2.8% of production sites were transferred, which is
a very low figure. As for how the transfer of production sites was
reorganized among the few, most common was from China to
Vietnam (24.5%), followed by China to Thailand (14.5%). The
return of production from China to Japan is about 7%.

The reason for this is the manufacturing cost of the Japanese
manufacturing industry. Labor accounts for about 20% of
manufacturing costs, and material costs make up about another
60%. Within the manufacturing industry, cost competitiveness
equates to the quick and cheap procurement of materials, but
according to a JETRO survey, Japanese companies expanding
into China can procure almost 70% of raw materials and parts
locally, which highlights China’s superiority as a production
base over other Asian countries. Therefore, it is not easy to pick
up and leave China. (Figure)

Under these developments, two directions are afforded
Japanese companies. One is local production for local
consumption. An example from Komatsu Chairman OHASHI
Tetsuji cites ‘production in the market = demand area’, whose
benefits include easier access to customer needs, increased

customer confidence through committing to the local area, and

Figure Procurement sources for raw materials and parts

China 67.6 253 =-H

Thailand 50.9 282 +oslu

India 5.1 2.4 - s

Indonesia 47.4 202 . .,_l,,.|
Taiwan 42 5 201 - [
Local wJdspan - ASEAN = China = U.S.A. = Other

Source: Created based on JETRO Survey on Japanese Companies Ex-
panding Overseas (Asia, Oceania), Dec 2020

English: www.jetro.go.jp/ext_images/_News/releases/2021/69b41fe-
59a5b2299/rp_firms_asia_oceania2020.pdf (p.56)
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reduced transportation costs and periods. Among them,
technological innovation is continued by concentrating
production of key components and core parts in Japan, and the
quality of finished products is guaranteed by maintaining their
quality. Conversely, the organization pursues the world’s best
procurement process for other parts.

The other option is ‘selection and dispersion’, which Omron
President YAMADA Yoshihito believes are vital keywords these
days. Omron began dispersing its supply chain a year or two ago
when the US-China friction was first divulged, saying that
production of electronic sphygmomanometers sold in the US was
transferred to Vietnam from a factory in Dalian, China. In this
way, in the huge Chinese market, what is sold in China will be
produced there. Alternatively, instead of considering China as a
global factory and positioning it as a global supply base, we are
also seeing a direction that promotes selection and dispersion.

To finish, allow me to summarize my talk into 3 points.

First, the two most pressing risks facing Japanese companies
are COVID-19 and the US-China friction. However, since this
virus is now an infectious disease risk on a global scale, the
problem can no longer be resolved simply by reducing the
weight of operations in China. On the other hand, because US-
China friction is a battle for supremacy between two economic
superpowers, medium- to long-term responses are required,
including recent moves to tighten restrictions on exports and
investments.

Secondly, with regards to restructuring China business
strategy, it is difficult to stem the tide of globalization, especially
against the backdrop of Japan’s population decline due to a
falling birthrate and aging population, thus Japanese enterprises
have no option but to look abroad to find a way out. The US and
China are vital economic partners for Japanese companies, and
there is little to separate the two, but they must consider
reshaping their China business strategy based on the decoupling
associated with this US-China friction.

Finally, while the reorganization of the global supply chain is
considered necessary to some extent from a security perspective,
particularly for the return of emergency supplies such as medical
supplies, it is hard to say whether returning all production bases
to Japan is a realistic response. Therefore, local production for
local consumption, and selection and dispersion are future
directions expected to advance.

[Translated by ERINA]
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3rd Stage Summary

Japan-Russia Energy and Environment Dialogue: the
Paris Agreement and Energy Security in Northeast Asia

ENKHBAYAR Shagdar

Senior Research Fellow, Research Division, ERINA

At this stage, energy experts and government officials from
Northeast Asian (NEA) countries discussed policies, achieve-
ments, and potential regional cooperation to realize energy secu-
rity and meet the Paris Agreement targets.

Dr. TAMURA Kentaro gave a keynote address, “The Paris
Agreement and Energy Security in Northeast Asia.” He
highlighted that global greenhouse gas emissions (GHG) need to
peak as soon as possible, and we must move to “decarbonized
societies” with net-zero GHG by 2050 for the 1.5-degree goal
and by 2075 for the 2-degree goal of the Paris Agreement. In this
regard, the NEA region faces a huge challenge because almost
90% of its primary energy comes from fossil fuels. He
emphasized the importance of enhanced regional cooperation,
but improved regional security is its precondition, where US-
China relations have a great impact.

Following the keynote address, six panelists gave
presentations.

Mr. GAO Shixian described “China’s Energy Policies and
Cooperation in Northeast Asia.” As the world’s largest energy
consumer and producer, and GHG emitter, China is moving
toward clean, low carbon, and secure energy and aims to become
a carbon-neutral society by 2060. He noted that China is willing
to cooperate with NEA countries in various energy cooperation
fields, such as connecting energy infrastructures, hydrogen,
carbon capture, utilization and storage (CCUS) and renewable
energy equipment technologies. He pointed out that acceleration
of a global energy governance system is essential to foster
cooperation.

Dr. BATJARGAL Zamba overviewed “Mongolia’s Nationally
Determined Contributions (NDC) to the Paris Agreement and
Energy Sector.” Mongolia is among the world’s top 10 per capita
GHG emitters despite its modest total national emissions.
Mongolia aims to unconditionally reduce business-as-usual
(BAU) GHG emissions by 22.7% by 2030, where renewable
energy and energy efficiency improvements would account for
half of the reductions. He added that Mongolia has set the
National Long-term Development Vision-2050 with a net-zero
emission target and climate resilience for 2050 and beyond.

Dr. YANG Euy-Seok spoke on “Korea’s National Policy
Concept for Energy Transition and Energy Security in a
Perspective of Regional Cooperation towards Achieving the
Paris Agreement Goals.” He introduced Korea’s Energy Master
Plan, which is the basis of the country’s energy transition policy
that supports sustainable growth and improved quality of life. He
highlighted the country’s plans to replace the existing centralized
energy system into a distributed one and build up a hydrogen

economy. The Korean Green New Deal is another policy
package that focuses on clean energy. He put forward hydrogen
energy and supply chain building as a new cooperation area in
NEA.

Dr. PODKOVALNIKOV Sergei presented “Russia’s Policy in
View of Country’s Energy Security, Achievement of Climate
Change Targets under The Paris Agreement and Energy
Cooperation in Northeast Asia.” Noting the country’s long-term
development strategy with a low-carbon orientation to 2050 is
under formulation, he explained details of Russia’s Energy
Strategy up to 2035, which has already been adopted. Russia
hopes that carbon-free hydrogen energy with considerable export
potential and the use of CCUS will play a significant role in low-
carbon development in the long run. He highlighted that Russia
is significantly contributing to global energy/environmental
security and international energy cooperation, particularly in
NEA. Also, he paid attention to the feasible and economically
beneficial power systems interconnection in the region.

Mr. HARADA Daisuke reported “Increasing Arctic Resource
Development and Associated Challenges: The Background and
Significance of Arctic LNG-2 and Japan’s Participation.” NEA
countries participate in LNG development projects in the Arctic,
and especially Russia promotes project development for
ensuring its continued supply. He stated that some projects are
successes, and others are failures, confronting us with both
opportunities and challenges related to economics, politics, and
environmental considerations. He pointed out that the global
trend toward net-zero adds uncertainties for project developers,
but to ensure energy security fossil fuels will still be a part of the
energy mix of net-zero scenarios, as in the EU’s baseline
scenario.

Mr. TANAKA Kento from Niigata Prefecture introduced
“Policy on Renewable and Next Generation Energy of Niigata
Prefecture.” Last autumn, Japan’s prime minister declared
carbon neutrality by 2050 and a similar declaration was made
carlier by the Niigata Prefecture governor. In line with Japan’s
“Green Growth Strategy,” the prefecture set its net-zero targets,
while keeping its leading role as an energy supply hub in Japan
utilizing its infrastructure used for domestic and imported LNG
supply and distribution in the Kanto and Tohoku regions. Also,
Niigata holds a great potential for renewable energy, promotes
hydrogen as next-generation energy and is forming a hydrogen
supply chain vision. The prefecture investigates the possibility of
shifting to clean energy sources on its island regions as well.

The presentations clearly indicated that each country is

making concerted efforts to meet the PA goals. However, as
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reported by UNEP, a considerable gap exists between the
nationally determined contributions and the Paris Agreement
goals. The panelists underlined that international and regional
cooperation, technology transfers among countries, and mutually
beneficial options could fill this gap. The NEA Power System

Interconnection (NAPSI) project that the ADB and UNESCAP
currently promote is a potential example. Moreover, panelists
shared a view that the region can promote hydrogen as a next-

generation clean energy source.

3rd Stage Keynote Address
Paris Agreement and Energy Security in Northeast Asia

TAMURA Kentaro

Director of Climate and Energy Area, Institute for Global Environment Strategies

Firstly, I would like to introduce what the Paris Agreement is
aiming for, then discuss the need to achieve its long-term goals
by overhauling the energy structure within the next 30 to 40
years, which is a relatively short period of time in the energy
field, and by realizing net zero emissions/decarbonization.
Finally, I will outline the potential impacts that such a major
shift will have on energy security in Northeast Asia, a region so
dependent on fossil fuels.

The term energy security is generally defined as ensuring
sufficient energy at a reasonable price, but today I would like to
provide a broader description, one including the implication that
a transformation of the energy structure itself will both have a
significant socio-economic impact and suppress that socio-
economic impact. In the face of great challenges, I will also
touch on the kinds of initiatives and cooperation that are possible
within the region.

The Paris Agreement aims to pursue efforts to hold global
temperature rises well below 2°C and even 1.5°C above pre-
industrial levels. Currently, our earth’s temperature sits about
1°C higher than before the Industrial Revolution, and if it
continues at this pace, it will have risen 1.5°C by around 2040
(Figure 1). Science has confirmed this data, so if we are really
going to limit this rise to 1.5°C, we must reach a global peak in

Figure 1

greenhouse gas (GHG) emissions as soon as possible, after
which we can achieve a balance between anthropogenic
emissions and removals in the latter half of this century.
Achieving net zero emissions by reducing emissions is also
included in the Paris Agreement.

The important point here is that only net zero emissions will
halt global warming. This was clearly spelled out in a sure
conclusion by the Inter-Government Panel on Climate Change
(IPCC). Since the temperature rise due to global warming is
proportional to the cumulative emissions of carbon dioxide that
human beings have emitted previously, additional emissions
must be reduced to net zero to stop a further rise in temperatures.
In short, emissions and absorption must be balanced.

However, as for when it will be net zero, the Paris Agreement
pinpoints the second half of this century. Thus, the next
important point is when we can achieve it. As mentioned above,
the level of global warming is proportional to the total emissions
we have emitted thus far, that is, cumulative emissions, so on the
contrary, in order to stabilize temperature rise in a suppressed
state, we must reach net zero in the earliest possible timeframe.

In that sense, the IPCC's 1.5°C special report concludes that
carbon dioxide emissions must be net zero by around 2050 if
1.5°C is to be achieved. If the target is 2°C, then net zero will

Goals of the Paris Agreement
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occur around 2075. In any case, we have a few decades at most
for net zero or decarbonization to become a reality.

In response to this, in 2020, we saw a series of net zero
declarations, including those from major players. I think it is
fresh in our memories that after Chinese President Xi Jinping
said in September that his nation would aim to be carbon neutral
by 2060, Japan and ROK followed suit, declaring that they
would aim for carbon neutrality in 2050. Also, about a week ago,
U.S. President Biden formally announced in a White House
press release that he would aim for net zero in 2050, in line with
his previous pledge.

Countries that account for about 68% of global CO-
emissions, such as China, the US, the European Union, and
Japan, have declared targets for net zero. In other words, the
world has steered itself toward decarbonization in the next 30 or
40 years. This has considerably affected those countries in
Northeast Asia which have yet to advocate decarbonization
themselves, inclusive of Russia and Mongolia, as the entire
world shifts toward decarbonization. I would like to include such
topics in further discussion after this.

When we say that we are aiming for net zero by 2050,

ERINA REPORT PLUS No.160 2021 JUNE

scenario studies using global models forecast a rapid breakaway
from fossil fuels, especially coal-fired power. The IPCC’s 1.5°C
special report referred to earlier predictions saying that natural
gas will generate about 8% of electricity, and coal-fired power
generation will be almost 0%, but given this is too short a
timeframe even for coal-fired power utilizing carbon capture and
storage technology (CCS), its role will be a limited one.

A similar conclusion is drawn in the IEA’s net zero by 2050
scenario released late last year, which states that renewable
energy will continue to increase over time, and fossil fuels,
especially coal-fired power, will play a more limited role.

On the assumption that this is the case, where do the countries
of Northeast Asia stand? As we are all aware, their dependence
on fossil fuels is very high (Figure 2). The graphs show the rate
of primary energy consumption according to fuel sources. In
Russia fossil fuels account for 88%, so too in Japan and ROK,
while in China the rate stands at 85%, meaning that almost 90%
of all primary energy in the region is supplied by fossil fuels.

The same is true of power generation, generally about 70% of
electricity in the region is derived from utilization of fossil fuels
(Figure 3).

Figure 2 Fossil Fuel-dependent Energy System: Primary Energy
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Figure 3 Fossil Fuel-dependent Energy System: Power Generation
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Figure 4 Moving Away from Fossil Fuel-dependent Energy System =
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In response to this, the energy structure must be transformed
from a model of fossil fuel dependency in the future. Basically,
various energy mixes are considered in the net zero scenario, but
what is commonplace is that renewable energy is positioned as
the main power source, a move supported by a sharp drop in
costs over the past decade, as shown in Figure 4.

Naturally, this will significantly impact countries in Northeast
Asia, so it will be necessary to consider not only technical
issues, but also employment matters and trade balance issues, in
addition to stable energy supply, from a more multifaceted
perspective.

Next, I will examine some of the problems. With regard to
employment, one mindset is to absorb the gradual decline in
fossil fuel-related employment via the creation of employment in
renewable energy. It is said that renewable energy is a fairly
labor-intensive power source that can sufficiently soak up fossil
fuel-related employment.

Figure 5 shows China’s coal output by province, with coal
production levels expressed in shading ranging from white to
red. The circles, on the other hand, represent the potential for

renewable energy in each province; green denotes solar PV
potential, and blue indicates wind potential. Selecting an
example, while coal production is high in Xinjiang and Inner
Mongolia, both provinces offer massive potential for renewable
energy. In these areas, it is safe to say that a shift in employment
from coal mining to renewable energy would be physically
possible. That said, examples of provinces that produce large
amounts of coal but show little renewable energy potential can
be found in central China, particularly in its west, and mid-west
China. In addition, as renewable energy requires a wide range of
employment skill levels depending on the stage, a variety of
issues spring to mind, including whether the skills of fossil fuel-
related workers match that stage, and whether the timing of
employment and loss is properly matched. It is vital that we look
beyond narrow energy policies, and instead, link them with a
wide range of socio-economic policies such as labor, human
resource development, and social security. I have shared the
example of China here, but undoubtedly, this is a major issue not
only for China but also for other Northeast Asian countries in
general and the whole world.

Figure 5 (1) Employment Issues: Renewable energy could absorb a part
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Figure 6
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(2) Trade (Resource Exports)
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Figure 6 shows the share of fossil fuels in total exports for
Russia and Mongolia. We see that fossil fuels are major export
industries for both countries. 56% of total exports in Russia and
38% in Mongolia being fossil fuel-related, therefore, it is natural
that both will be radically impacted as nearly 70% of the world’s
countries head towards decarbonization, as explained earlier in
my talk.

Russia will probably focus on exporting natural gas, which
emits less carbon dioxide, among fossil fuels, for the time being.
In fact, Russia’s pipeline from Siberia to Jilin Province, China,
has been in use for two years and will be fully operational in
2024. Global warming will also make it easier to develop
resources in the Arctic, which will advance the development of
natural gas in the region and create gas development projects for
Europe and Asia. Since it is necessary to reduce global emissions
to zero early before mid-century, I think that despite its low
emissions among the fossil fuels, it is necessary to pay attention
to the need to gradually reduce the percentage of natural gas
moving forward.

Consequently, I think that another step is to produce hydrogen
by discharging natural gas. The production of carbon-free
hydrogen via the application of CCS will be required in the

future. This will be described later.

Next, let us examine the countries that import natural gas.
Northeast Asia’s three major importers of liquefied natural gas
(LNG) are Japan, China, and ROK (Figure 7). Compared to
other regions, such as Europe and the US, procurement costs are
higher for various reasons. Therefore, under the premise that
usage of natural gas will increase for the time being, one form of
cooperation is to attain LNG at a more stable and lower price by
demonstrating the so-called buying power of Japan, China, and
ROK. However, in reality, the soaring price of LNG in early
2021 is explained in part because of the intense procurement
competition between Japan, China, and ROK, and in reality, little
cooperation has been seen. However, as an area of potential
cooperation for the three countries in coming years, and one
referred to in summit discussions, I think it is definitely an area
worth pursuing.

Mongolia shows massive potential in renewable energy power,
with enough potential to sufficiently cover the needs of China
and Japan, so exports of renewable electricity are to be expected
in the future (Figure 8).

In fact, various organizations and international organizations

have come up with various concepts and ideas for an

Figure 7 Collaboration Among Natural Gas Importers
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Figure 8 Mongolia: Export of Renewable Electricity
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Figure 9 Expansion of RE can increase energy self-sufficiency
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international power grid. It is said that constructing a wide-
ranging connection will naturally achieve the merit of efficient
and stable operation. Unfortunately, given the present security
situation in the region and state of international politics,
international cooperation and collaboration on a power supply
system are at a complex stage, thus, improvement in the security
situation is a prerequisite for the realization of this idea.

Hydrogen has attracted a lot of attention in the last year or so.
Specifically, it plays a very large role in decarbonization in the
transportation and industrial sectors. As for the power generation
sector, it is said that hydrogen will play a major role in ensuring
flexibility when renewable energy becomes the main power
source, a fact raising eyebrows in Japan, China, and the ROK.
Hydrogen is an energy carrier, and carbon-free hydrogen must be
available to make use of it in decarbonization, so for example, it
can be supplied by making hydrogen derived from fossil fuels
with CCS. In fact, in Russia, there has been a movement to
export hydrogen to Japan, China, ROK, and Europe with specific
targets in mind.

The other is the prediction that producing hydrogen by water
electrolysis from renewable energy will be cheaper in the long
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run than making it from fossil fuels. If so, countries that can
produce cheap renewable energy domestically can make
hydrogen by using their own renewable energy resources.
Otherwise, a substitute is to import renewable hydrogen energy
from countries such as Chile and Australia, and in fact, Chile and
Australia are currently developing or considering such strategies.

In any case, creating an international supply chain will be a
major key, and in the future Northeast Asian countries will need
to collaborate to establish economies of scale and create a
mechanism that can procure cheaper carbon-free hydrogen.

The last theme centers on the stable supply of energy. The
expansion of renewable energy in the future is expected to
contribute greatly to energy security in terms of reducing the
reliance on crude oil, for which the region has long depended on
foreign countries, and significantly raising the energy self-
sufficiency rate. Conversely, experts point out that the promotion
and expansion of renewable energy and electrification will give
rise to new energy security issues. In short, there is more of an
oligopoly for the supply of rare metals used to produce solar
panels, wind turbines and storage batteries than for fossil fuels.

As shown in Figure 9, China leads the world handsomely in rare
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Figure 10 Expansion of RE can increase energy self-sufficiency
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earth production, while cobalt production is concentrated in
Congo. Alternatively, Northeast Asian countries can work
together on the diversification of rare metal sources, alternative
technologies through innovation, the establishment of materials,
and recycling such as reuse, but on the contrary, the threat of
fierce competition in these fields exists. Of particular concern is
the fact that China’s export control laws may include rare metals
(Figure 10). Therefore, it is necessary to overcome these issues
and pursue goals that forge cooperation in Northeast Asia,
especially on the diversification of resources and innovation.

We have talked about security, and as the world continues to
decarbonize, we need to pay attention to the fight for
technological hegemony.

Until now, we have witnessed the major trade conflict between
the US and China led by the former Trump administration. On
the other hand, it is widely recognized that the issue of climate
change is one where cooperation is possible. However, if we are
to deal with climate change, social transformation is needed,
including the mass introduction of renewable energy, the
introduction of semiconductors and next-generation
communication technologies, and promotion of the so-called
digital transformation, for example, autonomous driving. The
stable supply of rare metals is key to these developments, and it
is necessary to take a collective view of this, which ensures that

social transformation as a method to respond to climate change

and issues related to renewable energy and other advanced
technologies become inseparable. The ongoing battle between
the US and China over technological hegemony in this area
could in fact ignite the field of climate change, and I think it will
be very important for the region as to what will transpire
between the US and China in the future.

In summarizing my main points, the first [ made was that there
is basically only one way to curb global warming, that being net
zero. Many countries, including Asian countries such as China,
Japan, and ROK, are actively taking steps toward the realization
of net zero emissions.

Next, a major shift in the energy structure is required to
achieve this goal, but the high dependence on fossil fuels in
Northeast Asia, as well as the insufficient development of energy
networks, power grids and pipelines in the area are all stumbling
blocks.

Moreover, I think this situation will, on the flip side, provide
us with hints on cooperation moving forward. I believe that
Northeast Asia should aim for cooperation toward a stable
supply of electricity derived from natural gas and renewable
energy, as well as putting more energy into hydrogen and rare
metals. However, as I mentioned a few moments ago, the US-
China confrontation casts a shadow over such a direction, so it
will be necessary to tread carefully.

[Translated by ERINA]
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Closing Remarks

KAWAI Masahiro

Chairperson, NICE Executive Committee, Representative Director, ERINA

The “Northeast Asia International Conference for Economic
Development (NICE) in Niigata” and the “Japan-Russia Energy
and Environment Dialogue in Niigata,” consisting of 4 stages
which were held mainly online from January to March 2021 are
drawing to a close. I believe that the conference and dialogue
were rich in content while meeting the challenges of online and
simultaneous interpretation in multiple languages in response to
the spread of COVID-19.

1st Stage: China’s Economic Rise and Northeast Asian Eco-
nomic Cooperation—In the Context of US-China Conflict
and COVID-19 (22 January 2021)

With China’s economy rising at a rapid pace, the “Ist Stage”
featured it as its main theme and focused on the state of North-
east Asian economic cooperation in light of US-China conflict
initiated by the Trump administration and the impact of
COVID-19 which started last year. China has seen its economy
develop rapidly over the past 30 years, surpassing the size of Ja-
pan’s GDP about 10 years ago, and likely to overtake the US’
GDP in the next 10 years. Although China’s economic growth
slowed significantly due to the spread of COVID-19, only China,
along with Turkey, achieved positive growth (2.3%) among the
G20 major countries and regions. In the scenario of China over-
taking the US in economic size, it is expected that US-China
conflict and confrontation will continue without the US relaxing
its sense of caution toward China even under the Joe Biden ad-
ministration. With this as a context, the “Ist Stage” examined
how US-China conflict and the spread of COVID-19 have had a
major impact on China and the Northeast Asian economy, while
also highlighting the changing economic relationship between
China and other Northeast Asian countries. In addition to the
perspective from China, viewpoints from Japan, the ROK, Rus-
sia, Mongolia, and the DPRK were also presented. The discus-
sion illustrated that regional cooperation in Northeast Asia is at a

turning point.

2nd Stage: Transforming the Global Supply Chain (25 Janu-
ary 2021)

The “2nd Stage” shed light on the significant impact that
US-China trade conflict and the spread of COVID-19 have had
on global and Asian supply chains, and discussed how the
Northeast Asian countries are trying to restructure their supply
chains. The US Biden administration has signed an executive or-
der to reinforce the “Buy American Policy” in federal govern-
ment procurement, that is to say, prioritize the purchase of US-
made products and materials. At the same time, it will take a
hard line against China’s so-called “unfair trade practices” in a

way similar to the previous Trump administration. Since the US
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has decided not to depend on China for supply of materials and
products related to national security, the economic decoupling
between the US and China in the high-tech sector (such as semi-
conductors) and other areas is expected to increase. This would
require a new response not only for US and Chinese companies
but also for enterprises of Japan, the ROK, and other countries.
New challenges have emerged, such as the restructuring and
strengthening the resilience of supply chains in Northeast Asia,
which will influence the nature of regional economic coopera-

tion.

3rd Stage: Japan-Russia Energy and Environment Dia-
logue—the Paris Agreement and Energy Security in North-
east Asia (3 February 2021)

Based on the current status of energy policies in Northeast
Asian countries, speakers in the “3rd Stage” discussed the possi-
bility of regional cooperation from the perspective of achieving
both the targets of the Paris Agreement and energy security. The
Yoshihide Suga administration in Japan, inaugurated in Septem-
ber 2020, and the Moon Jae-in administration in the ROK, have
both set the goal of achieving carbon neutrality by 2050; in other
words, setting a target of reducing greenhouse gas emissions to
virtually zero. Last year in China, the Xi Jinping administration
also stated that the country would be carbon neutral by 2060. In
the US, the new President Biden signed an executive order to re-
join the Paris Agreement immediately after taking office, aiming
to achieve virtually zero emissions by 2050. Russia and Mongo-
lia are also striving to implement the Paris Agreement. As North-
east Asian countries remain highly dependent on fossil fuels as
their energy source, the “3rd Stage” actively discussed the im-
portant issue of how to transition towards zero emissions by
2050 or 2060. It has become clear that energy and environmental

cooperation will play an ever-important role in Northeast Asia.

Final Stage: A Transforming World—A Society with Corona-
virus and Northeast Asian Economies (10 March 2021)
Speakers in the “Final Stage” discussed the future of the
Northeast Asian economy with a perspective on the transforming
economic society caused by the impact of COVID-19. Mr. Jit-
suro Terashima, Chairman of the Japan Research Institute, gave a
special address entitled “Strategic Response to Asian Dyna-
mism” with a global perspective on Asia, and voiced opinions on
the Japanese economy and local economies, especially Niigata.
The “Future Leaders Program” presentations and award ceremo-
ny were also held at the “Final Stage.” Through the “Future
Leaders Program,” we hope that the young generation will con-
tinue to develop an interest in Northeast Asia and the issues the

region has and become future leaders in this area. We would like



to expand the scope of the “Future Leaders Program” from uni-
versities in the sponsoring prefectures to include those through-

out Japan and overseas in the Northeast Asian region.

I can foresee great potential for economic development and
economic cooperation in the Northeast Asian region, but various
issues and challenges remain in the region. In this sense, I
strongly believe that it is essential to continue to hold NICE and
the Japan-Russia Energy and Environment Dialogue.

As many of you may already know, ERINA is one of the insti-

tutions currently subject to administrative and fiscal reform in
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Niigata Prefecture, and there is some uncertainty about its future
activities. Given the role that Niigata Prefecture will continue to
play as a hub for connecting Japan and other Northeast Asian
countries, and to collaborate on a broad scale with other prefec-
tures which have been sponsoring ERINA, I hope that ERINA
will act as a “think and do tank” that is truly effective and useful
to those who are interested in the Northeast Asian region. I sin-
cerely hope to see you again at next year’s installment of “NICE
in Niigata” and the “Japan-Russia Energy and Environment Dia-
logue in Niigata”. I would like to express my heartfelt gratitude
to all those who have taken part in the discussions and those who

have participated online for a long time.

Closing Remarks: KAWAI Masahiro, Chairperson,
NICE Executive Committee; Representative Director, ERINA

Venue: Snow Hall, Toki Messe (Niigata City)
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