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“Korea Outbound Market *
2opulation : 52 Million
“xpecting over 57% departure
ate in 2018

Sl

“Increasing Air Supply
air Supply : Over 1 Million flight
2015-2020 Estimated CAGR : 6.6%

HPT:HanaTourinternal Data based on data of Statistical Offices, Tourism Bureaus of Korea, KAC,

Traveltiems, Ministry of Justice
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Europe

The US.A. 7%
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Total:
13.3 million
20%
Other Asia

5%
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Hong Kong
Taiwan
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China : 4.17million Japan : 2.31million

¢ =

Taiwan : 0.93million The U.S.A. : 0.87million

P :Korea Tourism Organization
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M2 BENGHAIAREETITICETS LNG RE

® Natural gas demand in Asia could potentially expand about 2.5 times between

now and 2030.

® Those countries require about $80 billion in LNG supply chain investments.

cf: if the investment for natural gas fired power plants are included, this figure would increase significantly.
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Energy demand (Wtoe)

1168 298 100 100 16 01

Coal 2005 2068 2143 1642 1326 735 49 25 0.5 4.1
Qil 733 795 855 637 590 448 19 15 A -1
Gas i 460 608 360 ad6 535 14 18 5.0 44
Nuclear 144 188 265 167 245 287 6 13 6.3 81
Hydra 109 116 129 114 130 149 3 5 1. 17
Bioenergy 133 140 153 142 143 205 3 7 13 26
Other renewables 136 162 238 179 282 508 3 17 3.5 9.1

HFT: The World Energy Outlook 2018, IEA
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= Largest Service Area among 10 Major Electric Power Companies.
= Our Sales Rapidly Dropped After Great East Japan Earthquake in March 2011.
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We Are Diversifying Our Fuel Sources.

Share of Gas Is Growing Since Great East Japan Earthquake.

X3 LNG OFF:ERIT

= Since First LNG from Sakhalin in 2010FY, LNG Share of Russia Is Increasing.
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Based on the eight point cooperation plan, NEDO implements
international demonstration projects, aiming to address issues Russia has

faced with.

Energy Infrastructure L2, i
including Wind Power Generator |j=seaf =% s
(Sakha Republic) 1

Wind Power Generator
(Kamchatka Region)
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The New Developments on the Korean
Peninsula and Northeast Asia

JO Dong-Ho

President, Institute for National Security and Strategy (INSS), ROK

The Institute for National Security and Strategy to which I belong
is a national policy research institution undertaking analysis of the
situation and policy proposals to the ROK government relating to
national security. I am honored today to have been given the
opportunity to give voice to my thoughts on the situation on the
Korean Peninsula.

In this past year, there have been numerous changes on the Korean
Peninsula. The leaders of the United States and the DPRK, who had
been threatening each other with pressing the nuclear buttons on their
desks up until the beginning of 2018, just six months later held their
first summit, and promised to establish a new relationship.

The mutually estranged DPRK and China—after Jang Song
Thaek, the uncle of Kim Jong Un and known as pro-China, was
purged—have held three summit meetings in the space of just one
year. The ROK and the DPRK also, having held only two summits in
the approximately 60 years since the division of the peninsula, held
no less than three in the space of one year.

Other than those, summits have been held many times among the
nations neighboring the Korean Peninsula, including Japan—China—
ROK, US-ROK, and Japan—-US summits. While it is unusual that
numerous summits have been held in this way in one year, what is
more profoundly interesting is that the greater part of these summits
have raised the Korean Peninsula problem as an issue. Therefore
today I would like to talk about several points on the theme of the
new developments on the Korean Peninsula and Northeast Asia.

First, in order to understand how great the changes were which the
Korean Peninsula experienced in 2018, it is necessary to look back a
little further in time. Since Chairman Kim Jong Un came to the fore
at the end of 2011, the DPRK has carried out more than 80 test
firings of ballistic missiles. In 2016 alone, two nuclear tests were
conducted, and test firings of various types of missiles were carried
out no less than 26 times. In 2017 18 ballistic missile tests took place,
but among them were two intercontinental ballistic missiles
(ICBMs). In the Kim Jong Un era alone the DPRK has undertaken
four nuclear tests, but after the sixth nuclear test in September 2017
the DPRK announced that it was a hydrogen bomb test. On 29
November 2017 they test fired an ICBM, the Hwasong-15, capable
of attacking the United States mainland directly. Prior to that in
August 2017, the DPRK’s strategic military command threatened to
make an enveloping attack on the US territory of Guam.

Just one year ago on the morning of Saturday 13 January 2018, an
emergency warning message email was mistakenly sent out in
Hawaii, saying that a DPRK missile was flying toward it, and its
residents were greatly disconcerted. This event turned out to be an
accident, but it showed how deeply the people of the United States
are taking the threat of the DPRK’s missiles. At the same time, Japan

is also apprehensive about the DPRK’s missiles. Since the US Trump
administration was launched, the US government and private sector
have felt greatly threatened by the DPRK’s nuclear weapons, to the
extent that for the first time the DPRK issue was the subject of a
public hearing held by the US House Committee on Foreign Affairs.

President Trump criticized the DPRK’s Chairman Kim Jong Un
using vehement language, and in April 2017 announced maximum
pressure and engagement policies to induce denuclearization, with
economic sanctions on the DPRK, diplomatic isolation, as well as
military pressure. Moreover, on 20 November 2017 the United States
re-designated the DPRK as a state sponsor of terrorism. And yet
further, the “bloody nose” strategy was reported in the media,
implying military tactics against the DPRK. In this fashion, up to
2017 there was no sign of a resolution of the DPRK nuclear issue,
and the situation on the Korean Peninsula was seen to have
deteriorated to its worst level.

The ROK Moon Jae-in administration launched in May 2017
made a start in taking on the major diplomatic and security issues for
resolving the DPRK nuclear problem. The ROK government took its
objective as the peaceful resolution of the DPRK nuclear problem
and the construction of a permanent peace regime on the Korean
Peninsula, and made efforts to lead the DPRK onto the path to
denuclearization, mobilizing all methods, including sanctions and
dialogue.

Change began with the DPRK’s New Year address and the
Pyeongchang Winter Olympics. On 1 January 2018, via the New
Year address, the DPRK’s Chairman Kim Jong Un stated the
intention to improve North—South relations and to participate in the
Pyeongchang Olympics, and with the ROK promptly responding to
that, the situation on the Korean Peninsula began to change rapidly.

The Pyeongchang Olympics became the catalyst for changing the
North—South relationship which had fallen into tension and
confrontation for many years into one of dialogue and cooperation.
ROK and DPRK athletes undertook joint training at the Masikryong
Ski Resort in the DPRK, entered the opening ceremony together, and
the women’s ice hockey team participated in games as a combined
team. High-level delegations were dispatched twice so that the
DPRK would be able to participate in the opening and closing
ceremonies. One high-level delegation member was Kim Yo Jong,
Director of the Propaganda and Agitation Department of the
Workers' Party of Korea and younger sister of Chairman Kim Jong
Un, and with a personal letter from Chairman Kim Jong Un to
President Moon Jae-in, she conveyed the intention to invite him to
visit the DPRK.

In reciprocity for the dispatch of the DPRK high-level delegations,
on 5 March the ROK government sent a delegation of special envoys
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which included Chung Eui-yong, Director of the National Security
Office, and Suh Hoon, Director of the National Intelligence Service.
The delegation of special envoys met Chairman Kim Jong Un and
agreed on holding a North—South summit at the end of April.
Chairman Kim Jong Un made clear to the delegation of special
envoys that he hoped for dialogue with the United States in order to
discuss the denuclearization issue and the normalization of US—
DPRK relations, and that he wanted to meet President Trump at the
earliest possible time. Moreover, he also made clear that while the
dialogue is taking place with the United States, nuclear tests, and test
firings of ballistic missiles and the like would not be undertaken.

The reason the DPRK has chosen a strategic change cannot be
known exactly from the outside. However, last year the DPRK
attempted a major change in strategic direction internally. Through
that it is possible to deduce the reason the DPRK has chosen change.
On 20 April 2018, via the 3rd Plenary Meeting of the 7th Central
Committee of the Workers' Party of Korea, the DPRK changed the
nation’s strategic direction from the line of simultaneous economic
construction and a nuclear force to one of concentrating all efforts on
socialist economic construction. Stated simply, they have changed
the nation’s strategic direction from simultaneously promoting
nuclear weapons and the economy to concentrating on the economy.
In comparison with Chairman Kim Jong Un himself emphasizing
that the line of simultaneous economic construction and a nuclear
force was a strategic direction to be promoted permanently and not a
temporary measure at the 7th Congress of the Workers’ Party of
Korea held in 2016, it means that in just two years major change has
arisen.

Of course, if the current denuclearization negotiations fail, there
will be the possibility of the DPRK returning to a hard line once
again. However, with the 2018 denuclearization situation being based
upon the choice of Chairman Kim Jong Un, I think that it is difficult
for Chairman Kim Jong Un himself to wreck his own choice. In
particular, as he has decided to concentrate all efforts on economic
construction, he also has the onus of having to show economic
results sufficiently to the people.

Several months ago I had the opportunity of meeting a DPRK
senior official, and we exchanged opinions on the situation on the
Korean Peninsula. I spoke of there being public opinion in the ROK.
I informed the official that as there is public opinion in the ROK, not
even the president can make decisions of his own volition. With that
the DPRK senior official asked why I thought there was no public
opinion in their country. I was shocked by those words. I had always
been under the impression that because the DPRK was a dictatorship
there was no public opinion. I was mistaken in my thinking,
however. In retrospect, the ROK experienced a period of military
dictatorship in the 1960s and 1970s, but at that time too there was
public opinion in the ROK. Going back still further, public opinion
existed even in the Korean Dynasties period. There ought to be
public opinion in the DPRK as well. Whoever the dictator, the
regime wouldn’t last long without accepting public opinion. I think it
is the same with Kim Jong Un also in the DPRK.

So what is the public opinion in the DPRK now? That may be said
simply to be the raising of the economic level. Chairman Kim Jong
Un knows that well. For that reason, during his first public speech on
15 April 2012 he promised that the people of the DPRK would not
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have to tighten their belts a second time. To that extent Chairman
Kim Jong Un knows that the economy is important. I interpret that,
to that end, he changed the line from simultaneous nuclear and
economic advancement to one concentrating on the economy.

President Moon Jae-in and Chairman Kim Jong Un have carried
out three summits. The various agreements made at the summits can
be divided into three major categories. The first is invigorating
North—South exchange and cooperation. The second is ceasing
North—South hostile actions, easing military tension, and eliminating
the risk of war on the Korean Peninsula. The third is achieving
complete denuclearization.

At the first summit which took place on 27 April, the Panmunjom
Declaration was announced. Via that declaration, the two Koreas
promised to cooperate toward the improvement of North—South
relations, the easing of military tensions, and the establishment of a
peace structure for the Korean Peninsula, amongst other things.
Panmunjom, where the summit was held—at the place where the
Korean Armistice Agreement was signed—is an area symbolizing
the division of the Korean Peninsula. Within the Panmunjom
Declaration a statement was inserted for realizing a Korean
Peninsula without nuclear weapons through complete
denuclearization. To that end the Panmunjom Declaration became
the first document that a supreme leader of the DPRK has signed
directly which incorporates an intention of denuclearization.

Via the declaration a mood of reconciliation between the two
Koreas was created, but the DPRK denounced the US-ROK joint air
force exercises held from 11 May as a military provocation toward
the Panmunjom Declaration, and refused dialogue with the ROK.
The North—South dialogue was suspended, but in order for Chairman
Kim Jong Un to find a breakthrough in US-DPRK relations, which
had not progressed much at all, he requested a meeting with
President Moon Jae-in and the dialogue suddenly resumed.

In the process of the US-DPRK negotiations, the DPRK criticized
the US demand for the unilateral abandonment of its nuclear
programs, and stated its position that it could reconsider the US—
DPRK summit. In response, President Trump announced the
cancellation of the US-DPRK summit, two days later on 26 May
President Moon and Chairman Kim Jong Un held another summit at
Panmunjom, and agreed on such matters as cooperation for the
complete denuclearization of the Korean Peninsula and for the
success of the US-DPRK summit, and the prompt implementation of
the content of the Panmunjom Declaration.

In this fashion, such matters as the DPRK relying on the ROK for
the improvement of US-DPRK relations and the raising of the
nuclear issue as a major subject for discussion in the negotiations
with the ROK are things which have never been seen before. Around
the time of the US-DPRK summit, the DPRK held three China—
DPRK summits. Through those the DPRK restored China-DPRK
relations, distanced from the beginning of the Kim Jong Un regime,
and I think they were trying to achieve security in the negotiations
with the United States. China, meanwhile, reconfirmed its own
influence relating to the Korean Peninsula problem via the China—
DPRK summits.

On 12 June the first-ever US-DPRK summit was held in
Singapore. At the summit held on the island of Sentosa in Singapore,
the DPRK and US leaders made a joint statement which included



content such as: the establishment of new US-DPRK relations; joint
efforts to build a peace regime; the DPRK working toward the
complete denuclearization of the Korean Peninsula; and recovering
and repatriating the remains of US POWSs and war dead from the
time of the Korean War. Regarding the content of the agreement
between the US and DPRK leaders in Singapore, there was also
criticism of it not coming up to expectations. It was also pointed out
that there was no concrete content concerning denuclearization in the
agreement. Looking back at the security situation on the Korean
Peninsula in 2017, however, the US-DPRK summit not only created
a springboard for the dissolution of the mutually hostile relations
between the two nations, but could be said to have paved the way for
markedly reducing the risk of military conflict in the DPRK.

The DPRK and the United States, however, experienced
difficulties in implementing the points of the agreement at the
Singapore summit. The DPRK, despite its own steps of actual
denuclearization, such as the halting of nuclear and missile tests and
the dismantling of the Punggye-ri nuclear test site, voiced
dissatisfaction that the United States was insisting on prior
denuclearization only, refusing commensurate steps and
strengthening sanctions against the DPRK. Meanwhile, the United
States stuck to its position that additional steps were necessary,
including a declaration of nuclear capabilities, and cancelled a visit to
the DPRK by Secretary of State Pompeo planned for August.

In order to have talks on the preparations for the upcoming North—
South summit in the autumn and on measures for the
denuclearization of the Korean Peninsula, on 5 September the ROK
government sent special presidential envoys to Pyongyang. On 4
September President Moon Jae-in had spoken with President Trump
by phone and explained the meaning of sending special envoys to the
DPRK, and President Trump had proposed President Moon for the
role of chief negotiator for both the United States and the DPRK.
While meeting the delegation of special envoys, Chairman Kim Jong
Un declared his intention to realize the denuclearization of the
Korean Peninsula during President Trump’s first term.

The Pyongyang Joint Declaration was adopted at the third North—
South summit held in Pyongyang in September. Included in the
declaration were: the holding of groundbreaking ceremonies within
the year for connecting railways and roads, the priority normalization
of the Kaesong Industrial Zone and tourism at Kumgangsan; the
strengthening of cooperation for the fundamental resolution of the
problem of the divided families’ issue; and working on a joint
hosting of the 2032 Olympics. In addition, it also included concrete
measures connected to denuclearization, such as the permanent
closure with the attendance of the nations concerned of the
Dongchang-ri engine testing site and missile launching pads, and the
permanent decommissioning of the Nyongbyon [Yongbyon] nuclear
facility, in the case of the United States taking a commensurate step.
Moreover, it was specified that Chairman Kim Jong Un would visit
Seoul in the near future.

As an appendix agreement to the Pyongyang Joint Declaration, an
agreement on the implementation of the Panmunjom Declaration in
the military sphere was also adopted. For the implementation of the
agreement and consultation at any time for the prevention of military
clashes, it also included the immediate setting-up of a North—South

Military Joint Committee. The actual practice of the implementation
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agreement in the military sphere, while having a limited form
between the two Koreas, has the significance of there being the
control of armaments. After the September summit, the content of
this military agreement is being moved smoothly to implementation.
Through that, the result of the tension from the confrontation of
conventional weaponry easing has gradually become visible.

The major transformation in North—South relations in the last 12
months could be said to have been realized due to the intermeshing
of the ROK government’s consistent DPRK policy and the changes
in the DPRK’s external policy. Even while the ROK government is
maintaining sanctions on the DPRK, it has been continually
furthering policy to draw out change in the DPRK, by presenting a
bright future post-denuclearization. In addition, it hasn’t wavered
from its line of using the Pyeongchang Olympics as a turning point
for the improvement of North—South relations and for the
consolidation of peace on the Korean Peninsula. At the end of 2017
when tensions rose with the DPRK’s Hwasong-15 missile, the ROK
government suggested the postponement of the next US-ROK
military exercises, and via that induced the DPRK’s participation at
the Olympics. Then it realized the North-South summit, leveraging
the mood of reconciliation created at the time of the Olympics.
Moreover, the ROK government adopted a policy of developing
North—South relations and US-DPRK relations together, and
achieved a certain degree of success. President Moon, in an interview
with US media on 25 September, also presented the idea of the
United States, which is unfavorable to the easing of sanctions, being
able to take commensurate steps which the DPRK hopes for, in
methods such as a declaration of the end of the Korean War,
humanitarian assistance, or the establishment of a US liaison office in
Pyongyang, and the exchange of economic inspection teams.

Furthermore, the DPRK has also undertaken a decision to
proactively improve relations with the ROK and enter into
denuclearization talks, and it could be said to be getting involved in
the improvement of North—South relations. In particular, via the
development of North—South relations, the point taken of attempting
to fix US-DPRK relations is worthy of attention. The DPRK for a
long period to date has stuck to a position of not discussing the
nuclear issue with the ROK. However, changing that position last
year, it made clear its intention to denuclearize via the special envoys
sent by President Moon Jae-in. Through this, they realized the first
US-DPRK summit, amongst other things. Within the Joint
Statement at that first US-DPRK summit, the DPRK reaffirmed the
Panmunjom Declaration of April 2018, and included the phrase of
making efforts for the complete denuclearization of the Korean
Peninsula. This showed very clearly that North—South relations were
pulling US-DPRK relations in their train.

That does not mean that the last 12 months was only about North—
South relations pulling US-DPRK relations in their train. With
North—South relations being linked to US-DPRK relations, when
US-DPRK negotiations were deadlocked, North—South relations
were dampened also. Toward the ROK having assumed the role of
mediator between the United States and the DPRK, the situations
where the DPRK and the United States have respectively laid bare
their discontent are not few. The DPRK has made the criticism that
the ROK is using sanctions, and is halfhearted about North—South
relations. In addition, some people in the United States have
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emphasized that Seoul has plunged headlong into the improvement
of North—South relations, and that there is the possibility of cracks
appearing in ROK-US coordination.

In this way, the situation on the Korean Peninsula is in a whirl and
changing dramatically, but the reality is that there still remain many
problems to resolve. It appears that now real change has at last
begun.

Via the New Year address this year also, the DPRK has made clear
its position of developing North—South relations, and cooperating on
the peace and prosperity of the Korean Peninsula. In proceeding to
full denuclearization regarding the nuclear issue, there is the constant
position of the party and republic, and Chairman Kim Jong Un has
expressed his own steadfast will. That phrase, his own steadfast will,
is worthy of attention.

Viewed from the New Year address, this year also it is forecast that
by and large North—South relations will not be harmonious. The
DPRK, however, is requesting the restarting of the Kaesong
Industrial Zone and the reopening of tourism at Kumgangsan, which
are constrained due to sanctions, and the halting of US-ROK joint
military exercises amongst other things, and will probably put
pressure on the ROK to develop North—South relations, regardless of
US-DPRK relations.

Additionally, in the New Year address, the DPRK proposed four-
party negotiations among the ROK, the DPRK, the United States and
China to change the armistice framework to a framework for peace.
Furthermore, on his birthday on 8 January, Chairman Kim Jong Un
visited China, and it was the fourth China—DPRK summit held since
the beginning of the Kim Jong Un regime. Considering such a
situation, the Korean Peninsula this year will probably appear more
dynamic and complex.

There is an often-asked question about the changes in the situation
on the Korean Peninsula in 2018. That has to do with the DPRK’s
seriousness. The question is whether the DPRK’s intention of
denuclearization is dependable. Looking back at the DPRK’s
behavior in previous denuclearization negotiations and their
implementation, such a doubt is fully understandable. However, it is
not the case that relations between nations are begun without
confidence. Conversely, via reciprocal relations, the approach of
building up confidence may be more realistic. Therefore, for genuine
change in the situation on the Korean Peninsula, it is extremely
important that the two Koreas and the surrounding nations produce
new agreements, as is the process of implementing them. They have
to build mutual trust through actual practice.

Moreover, it is necessary to consider the point that trust and a
feeling of mistrust are reciprocal. For the DPRK also, assurances in
the post-nuclear decommissioning period are necessary. Having the
assurance that decommissioning is much more beneficial than
possessing nuclear weapons, then wouldn’t the DPRK relinquish
them of its own accord? To date international society has much
debated the sanctions aimed at the DPRK’s wrongdoing. However,
there has not been a lot of debate as to what commensurate measures
to take when the DPRK gets to the point of abandoning its nuclear
weapons. | think it is possible to encourage positive change,
substantiating commensurate measures aimed at positive change and
preventing wrongdoing for the first time.

The DPRK nuclear issue became a focus of international society’s
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attention in the 1990s, and subsequently has been a threat from a
long time ago, not having been resolved over a span of
approximately 30 years. Particularly with the DPRK’s nuclear
capability rising, the DPRK nuclear issue has become a core security
concern in Northeast Asia, and not just on the Korean Peninsula. In
Northeast Asia, however, the DPRK nuclear issue is not the sole
security problem. For example, the clashing of the United States and
China has the appearance of a hegemonic war on all sides, and its
repercussions have the potential to spread globally. Of course, it
differs from the Cold War between the United States and the Soviet
Union, but the US—China antagonism doesn’t have clear boundaries.
The clashing and cooperation cross over. However, war and
confrontation between great powers has a domestically-oriented
appearance which is greatly alarming. In particular, in the case of
domestically-oriented policies colliding in the countries of Northeast
Asia, where bones of contention that have an influence on public
sentiment—such as historical and territorial issues—have been
smoldering, the negative repercussions will be extremely large.
Consequently, the ROK government, has been seeking cooperation
on a variety of issues with Northeast Asia obviously, as well as with
many more countries.

The ROK’s Northeast Asian policy can be classified roughly into
three. I would like to conclude my address, speaking concisely on
those three policies. The first is the New Northern Policy, the second
the New Southern Policy, and the third is a Northeast Asian peace
cooperation platform.

The New Northern Policy is a policy of linking together the
transportation, logistics and energy infrastructure of the ROK and the
countries of Eurasia. It attempts to connect the ROK, which had
become in effect an island nation due to the division of Korea, to the
continent. This concept has been a matter of concern for a long time
for the ROK in the post-Cold War period, and is directly linked to the
resolution of the DPRK issue as well.

The New Southern Policy is one of strengthening cooperation
with ASEAN and India. The ROK began showing interest toward
ASEAN and South Asia after the 1997 Asian financial crisis. If the
subsequent cooperation with ASEAN is taken as having been
promoted from the perspective of the ROK’s economic advantage,
this New Southern Policy differs in that it attempts to create common
benefit.

If the objectives of the above two policies are taken to be focused
on prosperity, then the objective of the third Northeast Asian peace
cooperation platform is a concept focusing on peace, attempting to
make dialogue and cooperation in Northeast Asia regular and
systematized. That is, it is a concept for creating virtuous-circle
relations for peace and prosperity, and achieving joint prosperity
naturally for the two Koreas, as well as neighboring countries. The
twenty-first century world is becoming more close-knit. Regardless
of whether hoped for or not, a state of mutual influence is increasing.
Therefore, the ROK will expand further the space for cooperation,
and make efforts for diversification. In the non-conventional security
issues, if experience in various kinds of cooperation can be built up,
then it would have a positive effect also for the resolution of
conventional security issues like the nuclear issue.

This year, I don’t know what direction the changes in the situation
on the Korean Peninsula will take, but at this point in time it appears



to be heading in the desired direction, including the staging of a US—
DPRK summit. However, by doing nothing good results cannot be
expected. In peacefully resolving the DPRK nuclear issue via the
changes in the situation now, the ROK will probably not be able to

Global Energy Markets and

Northeast Asia

SUN Xiansheng

Secretary General, International Energy Forum (IEF)

The International Energy Forum (IEF) is an intergovernmental
organization with 72 member countries, including Japan, the ROK,
Russia and China. Eighteen G20 nations are members of the IEF.
Today I’d like to focus on Global Energy Markets and Northeast
Asia. Three areas will be covered; first, a comparison of global trends
with the projections compared. Next, I’1l highlight three key market
challenges, and finally, I’ll delve into energy market prospects in
Northeast Asia.

Each year guests from the Organization of Petroleum Exporting
Countries (OPEC), the International Energy Agency (IEA) and other
related international think tanks and international oil companies such
as BP, Shell, Exxon, Aramco, and CNPC come together in Riyadh to
look at research and studies. A similar event is scheduled for
February 27 this year.

Global Trends and Projections Compared

Looking at the world energy demand 2017-2040, you will see that
fossil fuels will still provide the major supply for the primary energy
structure to 2040 (Figure 1). According to the general studies of the
IEA, OPEC, the IEF and others, oil takes a major share by 2040;
however, in a different scenario, we can see that gas will make
progress in the future.

Many countries have announced plans to shut down their coal
mines; however, at the global level, we can see that coal still plays a
very important role. A key issue is how to use it cleanly. This will be
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stand still in order to open up an era of peace and prosperity on the

Korean Peninsula and in Northeast Asia. I hope with all my heart for

the understanding and cooperation of all in Japan.
[Translated by ERINA]

a major challenge for Japan, China, India, the ROK and Russia
which use a lot of coal. According to the analyses, renewable energy
is the most important energy. Many studies show that renewable
energy will increase greatly by 2040; however, there are different
scenarios and different policies according to the IEA and OPEC
(Figure 2). Oil demand outlooks vary more sharply over time. There
is a big difference between IEA current policies and IEA sustainable
development policy: 46.9 Mb a day in 2040. OPEC, however,
predicts the difference is largely dependent on the use of electric
vehicles. There are great challenges in the use of renewable energy
and further study is required to resolve the uncertainty.

Disorderly transitions erode strategic partnerships. Enhanced

producer—consumer dialogue is needed to manage change.

3 Key Energy Market Challenges
1. Premiums

There are three regions for the LNG market in the world; America,
Europe, and Asia (Figure 3). When compared to liberalized and
interconnected markets, the premium for Asia, including Japan,
China and the ROK, is great.

Hubs have come to govern the world’s most liquid markets and
become more important. Single players and long-term contracts and
spots take 35%, while long-term oil-linked contracts take 20% and
the Henry hub-indexed flexible destination tolling model is 45%.

Downturn leaves the oil market without a clear direction.

Figure 1 World Energy Demand (2017-2040)
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Source : [EA Energy Outlook 2018(New Policies scenario)
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Differences in oil demand outlooks
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Figure 3 Asian LNG imports retain premium
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Unconventional production mainly in the US and Canada, mostly
shale, has clearly impacted markets. Because US shale production
increased and changed a lot, the US has become a net importer of
crude and also reduced imports from the Persian Gulf region.
Accordingly, production centers and commercial centers have
changed.

2. Volatility

OPEC nations first participated in an IEF meeting in September
2016. With Russia also joining, OPEC countries now have
cooperation in an expanded setting. The IEF is set to have an
important role in the global market and prices. So volatility is set to
increase up to the non-OPEC and unconventional oil production
plateaus. Non-OPEC production countries are the US, Canada,
Kazakhstan, China, Australia and other countries. The US’s
unconventional shale gas production increases greatly, and China

makes great effort on its part.

3. Investment
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Robust oil demand may face a supply gap. For the past three
years, investment and exploration for oil and gas have decreased,
while oil demand continues to increase along with population
increase and as the economy, transportation and industry develop.
However, there are geopolitical issues, such as trade conflict between
the US and China. In this climate, we can see that upstream
investment in conventional oil remains low, which gradually

increases, but still does not reach the high of 2014.

Energy Market Prospects in Northeast Asia

Let’s take a look at the long-term energy consumption trends in
major Northeast Asian countries, including China, Russia, Japan and
the ROK (Figure 4, Figure 5). By 2016, we can see that a major issue
for global climate change is coal. By 2040, coal consumption in Chi-
na will largely be reduced, but still stand at 36%. Gas and renewable
energy are forecast to be the main sources of increase. Gas will play
an important role in the future in the longer term. Wind, solar, hydro-
gen and nuclear power will largely increase, and especially solar and

wind will outpace the rest of the world, as well as nuclear.
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Figure 4 Long-term energy consumption trends (China and Russia)
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Figure 5 Long-term energy consumption trends (Japan and the ROK)

40%

Korea 2016

1% 2%

29%
14%

44%

Eloal WO WGos

Japan 2016 Japan 2040
10%
19% % 2500 Renewables and nuclear 15% 21%
3 .
\ to reduce coal, oil and
) stabalise gas shares
24% — 16%

Renewables, nuclear,
and gas to reduce oil

and stabalise coal shares
—_——

W Nucesr B Renewsbles

Korea 2035

0%

27%

Source : METI, IEEJ, IEA, MOTIE

Gas constitutes half of Russia’s energy consumption, and oil will
increase slightly. Renewable and other energy sources are forecast to
experience minor adjustments.

In Japan, consumption of coal and oil is expected to fall between
2016 and 2040, from 25% to 21% and 40% to 26%, respectively.
Gas usage will plateau, while renewable energy is forecast to in-
crease from 10% to 15%.

The ROK will experience major changes in oil consumption,
dropping from 44% to 27%. Figures for coal will change insignifi-
cantly, and gas will increase from 14% to 19%. Consumption of re-
newable energy is forecast to grow from 2% to 7%.

China and India will continue to have increasing oil imports. At
the end of last year, China was the world’s leading importer, bringing
in more than 10 million barrels a day. China’s LNG imports have
surged for increased sustainability, and because of the climate change
issue and the pressure of the Chinese government with its commit-
ment to the Paris Agreement, China will increase LNG imports. Fur-
thermore, China is cooperating and investing with Russia; a partner-
ship in upstream development is currently in place so that China can
realize a direct supply line from Russia. Japan is currently the largest
importer for LNG, but China will become the largest gas importer
overtaking Japan and the ROK.
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Figure 6 Regional cooperation in North East Asia
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China’s air quality measures stimulate demand. China’s gas policy
is based on two grounds; first, to meet demand for its economic de-
velopment, and second, to affirm its commitment to mitigating cli-
mate change. China must do more to reduce its CO, and PM2.5
emissions.

Next, I will discuss regional cooperation in Northeast Asia. Elec-
tric, grid and gas pipeline networks are developing in China thanks to
progress in smart cities, smart grids and Al. In Northeast Asia, it is
essential for Russia, China, Japan and the ROK to connect with one
another. Plans are in place to interconnect the region with a gas pipe-
line and power grid (Figure 6). Thus, regional cooperation is becom-
ing more and more important.

Conclusion

To conclude, I’d like to make two points. First, the outlooks of oil
supply and demand vary sharply over time. On top of that, the
opacity of plans to shift to a low-carbon society has thwarted the
stabilization of investment within the markets. Continued research in
this field is very important, so think tanks and international

organizations need to get together for research.

Question time:

Q. Could you tell us your impression of energy supply in the future?
Also, for the ordinary citizen, what thoughts or ideas should we have

regarding energy, and how, if possible, can we cooperate?

A. (SUN) I've talked about energy supply until 2040 today, but a
key question remains when the peak of oil, gas, and coal supply will
come. I estimate that to be around 2035. And considering the energy
mix, renewable energy will then become the fourth pillar.

Market share of renewable energy including solar, wind, hydro,
biomass and nuclear power will continue to grow. But we must
remember that a single renewable energy resource, for example,
solar, wind or hydro, isn’t capable of supplying global demand.
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Second, Northeast Asia relies heavily on imports from the Middle
East, so any distraction resulting in losing such contracts would have
devastating impacts on the region. Mr. TOYOTA Masakazu, the
chairman of the IEEJ, made a speech in Riyadh and announced
similar results via a simulation. Thus, cooperation within Northeast
Asia has become extremely important.

How can Northeast Asia be more secure and stable for sustainable
energy in the future? I believe think tanks, governments and
international organizations bear responsibility for this outcome, and
each must respond to pressing issues such as global population
growth, urbanization and climate change. In addition, they must
carefully consider the kind of energy policies or technologies best
suited to countries in Northeast Asia.

These issues will be discussed at the 9th IEA, IEF, and OPEC
Symposium to be held in Riyadh on February 27. The Sth IEF and
KAPSARC Leaders Meeting will convene the following day, also in
Riyadh. Also, the 4th IEF and PFID symposium will be held on May
7 and 8 in South Africa and the 8th Asia Ministerial Energy
Roundtable will meet in Abu Dhabi on September 9 and 10. Finally,
the 17th IEF Ministerial Consultation will be held in China next year.

As a result, pipeline and distributed energy will be the key.
Distributed energy constitutes power generation on rooftops or other
community-based power generation methods. As a result, a mixed
system of energy supply will exist, where cities, smart grids, Al and
other elements will also come into play. What’s needed is to
construct an image of a future in which all of these components are
combined.

Moreover, it’s important to achieve higher levels of energy
efficiency. Japan is leading the field, with Europe also doing
excellent work. Northeast Asia, however, has yet to reach such
levels.

From the perspective of electrification, the largest portion would
most likely be provided by renewable energy.



Q. I hope that plans to utilize nuclear power don’t proceed, and that
desire for renewable energy sources will exceed that for nuclear

power. Could I get your opinion on that?

A. (SUN) I feel that nuclear power is an important component of a
well-balanced energy mix. Still today, though, countries like
Germany insist that introducing nuclear power is not an option.
China, on the other hand, continues to expand its nuclear power
program. As far as I know, in Japan there are about 50 nuclear power
stations, 40 of which are ready to restart production. That said,
despite the fact that nuclear power is a key component of the global
energy mix, two undeniable issues remain.

The first is a psychological problem. Following the accident in
Fukushima, people have fears. Despite assurances that nuclear power
is safe, people don’t want a power station built or located in their
town. They are worried that another accident might happen. Though
extensive technological development has been pursued and nuclear
power has become much safer, people’s fears have not subsided.
More action and investment are required to restore faith in nuclear
power.

On the flip side, as more safety measures are taken, the cost of
nuclear power is likely to increase. If costs become too high, people
will start to make comparisons with other thermal energy sources like
coal and gas, and its effectiveness will be questioned.

Personally speaking, I believe that nuclear power is an important
segment of the global energy system, but we need to seek a balance
between the environment, safety and cost. That’s an issue which

requires much consideration.

Q. (Representative Director, ERINA, KAWAI Masahiro)
I’d like to ask one question each to Dr. SUN and Dr. JO

First, to Secretary General Sun. According to your data, fossil
fuels will still occupy a large share in 2035 or 2040. In Northeast
Asian countries, it’s common for fossil fuels to make up 70 to 80%
of consumption. With that in mind, how would you deal with the
Paris Agreement’s target to reduce greenhouse gas emissions such as
CO,?

Second, a question for President JO. In the process of
denuclearization in the DPRK, what role can Japan play? Now,
relations between Japan and the ROK are extremely bad. Do you
think this will have a negative impact on the DPRK’s
denuclearization? Also, what can be done to improve relations

between our two countries? I’d like to hear your opinions.

A. (SUN) The IEA, OPEC and other international organizations
have predicted that fossil fuels will dominate consumption until
2040. However, if we divide this prediction into high, middle and
low scenarios, the results are uneven, varying from 57 to 79%. In
contrast, one organization has predicted a 30% share for fossil fuels.
We learn that each international organization depicts a different
scenario. However, renewable energy, often-mentioned in the Paris
Agreements, has many issues which must first be solved. Moreover,
it’s impossible that one country will find a solution.

Although President TRUMP withdrew the US from the Paris
Agreements, China and Germany have remained highly committed.

Countries must cooperate and work hand-in-hand to reduce CO,
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emissions. The clean use of fossil fuels is also a key issue. Gas,
especially LNG, will take the lead role.

A. (JO) First, Id like to discuss whether Chairman KIM Jong-un’s
pledge to denuclearize is reliable or not. I'm conservative by nature,
but also a scholar who is watching the DPRK issue closely. Despite
my skepticism, my eyes lead me to believe that his commitment
appears very strong this time.

Allow me to explain my answer with an example. Let’s say I’'m in
love with a lady and have decided to marry her, but people around
me keep asking if it’s CVIL or CVID. Meaning, Complete, Verifiable
and Irreversible Love or Complete, Verifiable and Irreversible
Dismantlement. It’s impossible to express my true feelings, however,
I have made my decision. That said, just because I’ve decided to
marry her, it doesn’t necessarily mean that I can marry her. First, I
need to hear a response from her. And then I need those around me to
applaud my decision. If people keep whispering in my ear that she
isn’t good enough for me, I might even change my mind. It is
possible that DPRK’s leader, KIM Jong-un, is experiencing the same
situation. As I said earlier, there are a variety of problems in the
DPRK, and it seems that KIM Jong-un has made a pledge on
denuclearization as a means to solve these problems. However, we
all wonder if denuclearization will in fact be realized, so dialogue
partners and the international community must play an active role to
ensure success. At the same time, this is exactly the reason why we
need to maintain both dialogue and sanctions.

Japan has an especially key role. Japan is a very strong and
important country in Northeast Asia, a fact that the DPRK clearly
recognizes. Here we are in Niigata. | think people in Niigata are very
familiar with the Mangyongbong-92, the DPRK’s vessel which once
sailed between Niigata and Wonsan. Interestingly, Chairman KIM
Jong-un’s own mother took the Mangyongbong-92 from Niigata to
Wonsan. That’s because she once lived in Wonsan, which lead to the
label “A young lady from Wonsan”.

With Chairman KIM Jong-un’s desire to develop their economy,
he is proceeding with his Economic Development Zone policy. Since
rising to Chairman, he has designated about 30 areas as Economic
Development Zones all over the DPRK. Wonsan, the city closest to
Kim Jong-un’s heart, has been prioritized for development. Wonsan
has extremely beautiful natural views, so has good prospects as a site
for tourism. But I guess Chairman KIM Jong-un has personal
feelings toward the city. For the DPRK and Wonsan, he is surely
hoping for vigorous capital investment from Japan in the future.

The DPRK definitely needs to be punished for what it has done,
but these kinds of punishments cannot solve all of the problems. We
need to show the DPRK that there is a bright and new path for them
to follow. Denuclearization might not happen just because they have
decided to do it. We have to lead them to realize denuclearization.
From that perspective, I hope the Japanese government are more
willing to participate in dialogue, like the US and the ROK have
shown.

Finally, I believe relations between Japan and the ROK will return

to normal, and I am hoping that happens soon.
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Closing Remarks

KAWAI Masahiro

Chairman, Executive Committee, Northeast Asia International Conference for
Economic Development (NICE); and Representative Director, ERINA

The Northeast Asia International Conference for Economic
Development (NICE) and Japan—Russia Energy and Environ-
ment Dialogue are drawing to a close after two days of diverse

and intensive discussions.

Keynote Address

Dr. JO Dong-Ho, President of the ROK’s Institute for National
Security and Strategy (INSS) gave an address entitled “New De-
velopments on the Korean Peninsula and Northeast Asia.” Dr. JO
made the following remarks. The Korean Peninsula situation is
undergoing a transformation, due to changes in strategy in re-
spect of the DPRK nuclear development issue on the part of both
the DPRK itself and other countries concerned. The DPRK has
shifted from its previous strategic line of parallel economic con-
struction and nuclear arms development to a path focused inten-
sively on economic construction. Over the last year, the DPRK
has held four summits with China, three with the ROK, and one
with the US. The inter-Korean summits resulted in three highly
significant documents: the Panmunjom Declaration of April
2018, and the Pyongyang Joint Declaration and Comprehensive
Military Agreement of September 2018. The Pyongyang Joint
Declaration can be regarded as being effectively an end-of-war
declaration between the ROK and DPRK. The DPRK intends to
achieve complete denuclearization and Chairman KIM Jong-un
in particular is strongly willing to see this happen. In addition,
the ROK has served as a mediator between the US and the
DPRK. In session A that followed the Keynote Session, Dr. JO
pointed out that, although Japan has continued to apply pressure
to the DPRK, it is the only one of the countries involved in the
six-party talks that is not engaging in dialogue with the DPRK.

Dr. SUN Xiansheng, Secretary General of the International
Energy Forum (IEF) gave a keynote address entitled “Global
Energy Markets and Northeast Asia.” Dr. SUN stated that world
energy demand will continue to expand on account of economic
growth to 2040. In particular, while growth in demand for crude
oil may slow, it will continue to rise. In addition, the growth in
demand for natural gas will accelerate further. Asian energy de-
mand is expected to increase substantially, primarily in China
and India, with ongoing growth in demand for fossil fuels fore-
cast in Northeast Asia. Dr. SUN expressed the view that energy
security must be maintained, while curbing the air pollution and
other forms of environmental contamination caused by growth in
demand for fossil fuels, and bearing in mind the problem of cli-

mate change triggered by rising CO2 emissions.
2019 Northeast Asia International Conference

for Economic Development (NICE) in Niigata
Both sessions featured a large number of panelists, who all of-

ERINA REPORT PLUS

fered insightful comments. However, due to the constraints of
space, | will outline each session below in summary form rather
than summarizing each panelist’s remarks.

Session A: Changes in the Situation on the Korean Pen-
insula and Northeast Asian Cooperation

In this session, each panelist commented on DPRK issues
from the perspectives of their respective countries (Japan, China,
the ROK, and Russia) and evaluated events over the last year.
The panelists from Japan and the ROK had different outlooks on
the recent deterioration in relations between their countries and
the denuclearization of the DPRK. While they shared the view
that the DPRK has shifted away from its parallel nuclear and
economic development strategy in favor of an emphasis on eco-
nomic construction alone, they differed in the intensity of their
belief in the DPRK’s sincerity regarding denuclearization. In the
joint statement issued at their June 2018 summit in Singapore,
the US and the DPRK committed to (1) establishing new US-
DPRK relations; (2) building a peace regime on the Korean Pen-
insula; and (3) working toward complete denuclearization of the
Korean Peninsula. However, there is no clear agreement on or
definition of what “complete denuclearization of the Korean
Peninsula” actually means. Chairman Kim Jong-un seems to
have the will to pursue denuclearization in his own way, but how
he will do so and over what time span remains unclear. If nuclear
weapons are to be eliminated from the DPRK, the key question
will be how to ensure security frameworks and regime guaran-
tees for the DPRK. However, it is unclear what sort of interna-
tional framework will have to be put in place to ensure this: a bi-
lateral framework with the US or a multilateral framework. This
raises questions about whether Chairman KIM Jong-un really
will undertake denuclearization given the lack of mutual under-
standing on this issue. More frequent and intensive dialogue—
both between the US and the DPRK, and multilateral—will be
required to pursue discussions and promote mutual understand-
ing in greater depth.

The Japanese government’s position is the same as that of the
US: the maximum pressure will be applied to the DPRK in the
form of economic sanctions and other measures until the latter
takes specific steps toward complete denuclearization. The only
difference from the US is that Japan is not engaging in dialogue
with the DPRK. A second summit is to take place between the
US and the DPRK, but the specifics of any agreement to be
reached there and whether US President TRUMP hopes to reach
some kind of deal remain unclear. The DPRK is likely to argue
for a phased denuclearization and maintain its stance of demand-
ing some commensurate reward tailored to each phase. However,
the extent to which each side is prepared to compromise is hard

to predict: we cannot tell whether the US will be able to obtain



substantive commitments from the DPRK to complete denucle-
arization and whether the US and the DPRK will reach agree-
ment on an end-of-war declaration. With a strong view among
experts in both the US and Japan that the DPRK will not aban-
don all its nuclear weapons, but rather negotiate for partial denu-
clearization measures while seeking rewards or concessions
from the US, we need to keep a close watch on the next US-
DPRK summit. Some of the panelists said that it would be desir-
able to welcome the DPRK into the international community by
developing energy and transport infrastructure. A comprehensive
approach to infrastructure is likely to be required, also encom-
passing infrastructure in such areas as IT and telecommunica-
tions, water supply and sewerage, education, and public health
and hygiene.

Session B: The Free Movement of People and Goods

Next session B featured highly informative presentations by
five panelists. Stimulating the movement of people and goods
requires not only the removal of relevant obstacles and regula-
tions, but also the creation of enabling environments or frame-
works to encourage such movement. The panelists also remarked
on the following in this context. While trade liberalization will
be required to facilitate the movement of goods and services,
putting in place transport infrastructure and distribution and lo-
gistical services will also be vital. Pointing out that systems will
need to be developed, panelists commented on the importance of
improving customs clearance procedures and cargo transship-
ment. Reducing shipment times and costs, and stabilizing ship-
ping schedules to increase predictability will all be crucial. The
subject of regular international rail freight services between Chi-
na and Europe (China Railway Express) was also raised. While
costs such as fares, transport time, and convenience will all be
crucial in encouraging increased use of China Railway Express,
a number of challenges were pointed out. I am sure that I was not
the only one to have felt a touch of anxiety about the prospects
for China Railway Express if China’s subsidy system were abol-
ished. One wonders how the multiple railway lines would be
consolidated and the extent to which it would be a viable busi-
ness.

In the realm of international flows of tourists, too, it would be
desirable to take steps to encourage such movements, as well as
removing barriers and regulations. Efforts to make it easier for
tourists to visit other countries through visa-related improve-
ments, such as the introduction of multiple-entry visas, eVisas,
and visa-less entry, will be key. In addition, the streamlining of
immigration procedures will be vital as tourists are not prepared
to wait in line for a long time after landing at an airport. IT could
presumably be used to achieve greater efficiency in immigration
procedures. Visitors to the US who have an ESTA go through a
facial recognition machine, and the use of IT would likely make
the smooth processing of eVisas easier in any country. Countries
seeking to attract inbound tourists need to enhance systems for
receiving them, such as developing tourism infrastructure and
improving access, to make it easier for tourists to go where they
wish. There is also a need to analyze what kind of potential tour-
ists exist in the countries from which inbound tourists are drawn.

This means targeting young people if the people who visit are
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mainly youngsters, and targeting the senior age bracket if the
country primarily attracts older visitors who come to see histori-
cal heritage sites. In the future, Al will likely be used (or need to
be used) to analyze data and attract more inbound tourists.

The Eleventh Japan—Russia Energy and Envi-
ronment Dialogue in Niigata
Round 1: Energy Resources

In round 1 of the Japan-Russia Energy and Environmental Di-
alogue in Niigata, the speakers reported on trends in Japanese
energy consumption and imports, in Chinese energy production,
consumption, and imports, and in Russian energy production and
exports, and discussed Japan—Russia energy cooperation. As was
made clear by Dr. SUN Xiansheng in his keynote address in the
previous day, panelists agreed that Northeast Asia’s demand for
fossil-based energy will likely rise over time. The panelists from
companies in the private sector stated that Sakhalin II is crucial
to Japan’s current LNG imports and mentioned that how they
will be engaged in the Arctic (Yamal) LNG project is still under
consideration. During Q&As with the floor, the panelists were
asked about the effects of Western economic sanctions on Russia
and especially their impact on Japanese energy imports from
Russia. Responding to this, one of the speakers noted that the
sanctions imposed on Russia by Europe and the US do not apply
to LNG. In fact, Germany has decided to construct a second
Nord Stream offshore pipeline and plans to expand imports of
LNG from Russia. Although the EU has imposed economic
sanctions on Russia, these do not seem to affect LNG imports.
US President TRUMP has criticized Chancellor MERKEL of
Germany for allowing Germany to be “captive of Russia” and
tried to export US shale gas to Europe, but from Europe’s per-
spective, imports from Russia are cheaper and more stable. On
the question of LNG, Europe appears to be operating on the basis
of an economic logic despite governmental economic sanctions.
Round 2: Electricity Generation, Energy Conservation,
and the Environment

Next round 2 featured presentations about the need to break
away from fossil fuels, the benefit of the interconnection of pow-
er grids in Northeast Asia, energy and environmental cooperation
between Japan and Russia, and renewable energy development
in Niigata.

The participating energy experts stated that they expected de-
mand for fossil fuels to continue rising. In light of this, one has
to wonder about the prospects for the Paris Agreement, and ef-
forts to break away from fossil fuels. While there is a need to re-
duce CO2, the fact is that we cannot avoid depending on fossil
fuels to support economic growth and development. We have not
necessarily found any realistic solutions to address this problem.
We know in our heads what we should do. Logically speaking,
desirable steps to take would be, for example, to raise the unit
price of fossil fuels by imposing a carbon tax, thereby avoiding
the use of fossil fuels or increasing the efficiency of their use,
and switching to renewable energy. However, national leaders
are likely to be anxious about the possibility of causing their
country’s international competitiveness to fall and economic

growth to slow if theirs is the only country that imposes a high
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carbon tax, thus rendering originally cheap fossil fuels (coal or
oil) all but unattractive to use. Even amid this situation, it is pref-
erable to strive to make improvements as China is doing, by
shifting from coal to LNG as the main source of energy, invest-
ing in energy conservation to increase overall energy efficiency,
and boosting the supply and consumption of renewable energy.
Despite the much-discussed need for Japan—Russia economic
cooperation in eight areas, the Russian side appears to harbor
some dissatisfaction that Japan is not making enough effort and
that sufficient cooperation in the energy and environmental area
has not been undertaken. The Japanese side believes that it has
done as much as possible. Gaps in perception between the two

sides seem large.

As you can tell from these summaries, the two combined con-
ferences generated a great deal of synergies and food for
thought. Both raised diverse issues and featured lively discus-
sions, while raising questions and issues regarding the fields
concerned. These include such questions as whether DPRK’s
denuclearization will progress and, if so, how; whether the China
Railway Express regular international rail freight service be-
tween China and Europe can stand on its own two feet as a busi-
ness; how to approach the trade-off between cutting CO2 emis-

sions and achieving economic growth in the context of energy
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use; and how Japan and Russia can strengthen energy and envi-
ronmental cooperation in a mutually satisfactory way. The emer-
gence of these questions and issues means that we must under-
take further discussions. While there is tremendous potential for
economic cooperation throughout Northeast Asia, many issues
still remain, so continuing to hold NICE and the Japan—Russia
Energy and Environment Dialogue is a meaningful endeavor. I
want to set these issues as the homework assignment for all of us
for next year’s meetings. Next year, having clarified the differ-
ences between our countries’ positions, we want to explore prac-
tical solutions and engage in discussions tailored to fresh ad-
vances in the situation. For example, I hope that we will be able
to move forward with dialogue concerning Northeast Asian re-
gional economic cooperation, addressing such issues as the mu-
tual distrust between Japan and the ROK, US—China trade fric-
tion and the impact thereof, the DPRK denuclearization issue in
light of the second US-DPRK summit and subsequent develop-
ments, efforts to achieve a balance between the pursuit of eco-
nomic growth and development and fight against climate change,
and differences in perception between Japan and Russia on bilat-

eral economic cooperation.
I would like to express my gratitude to everyone who partici-

pated in these discussions.
[Translated by ERINA]
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