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John Nilsson-Wright, Senior Research Fellow on Northeast Asia, Asia-Pacific
Programme, Chatham House

Janet Hunter, Saji Emeritus Professor of Economic History, London School
of Economics

Creon Butler, Research Director, Trade, Investment and New Governance
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Programme, Chatham House

Nina Seega, Research Director for Sustainable Finance, Cambridge

Institute for Sustainability Leadership, University of

Cambridge
Pepijn Bergsen, Research Fellow, Europe Programme, Chatham House
Robert Dujarric, Co-Director, Institute of Contemporary Asian Studies,

Temple University, Japan
Gunther Schnabl, Professor of Economic Policy and International Economics

Relations, University of Leipzig
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Japan Economic Foundation

The post-pandemic outlook in Japan and Europe
29-30 September 2021

This closed virtual roundtable will discuss the future of the global economy and trade system,
considering perspectives from Japan and Europe. The event is held in partnership with the Japan

Economic Foundation (JEF).

Please note that the entirety of the discussions will take place under the Chatham House Rule.

Day One: Wednesday 29 September 2021

09:00-09:15BST/ Welcome and opening remarks

17:00-17:15 JST  Jjohn Nilsson-Wright, Senior Research Fellow on Northeast Asia, Asia-Pacific

Programme, Chatham House

Masakazu Toyoda, Chairman & CEO, Japan Economic Foundation
09:15-10:45 BST/ Session One | The post-pandemic outlook in Japan and Europe:
17:15-18:45 JST Macroeconomic perspectives

* How are European and Japanese governments using fiscal and monetary policy to

offset the consequences of the pandemic?

* Can new infrastructure policies (variants of the global push for Build Back Better
style initiatives underlined at the recent 2021 G7 summit) assist in changing

governmental approaches to macroeconomic policy making?

* How has the pandemic intensified divisions between different sectors of the

economies of Japan and the UK and other European countries? Can we expect to see



a fundamental shift in the shape of advanced economies over the coming years in

response to the pandemic?

* Post-pandemic policy is taking place in a context in which countries across the globe
are intensifying their energy and environmental policies ahead of the COP26
conference in Glasgow. How will this context affect macro-economic policy options

for individual governments in Japan, the UK and Europe?

Speakers:

Keiichiro Kobayashi, Professor, Faculty of Economics, Keio University

Sayuri Shirai, Professor of Economics, Faculty of Policy Management, Keio

University

Janet Hunter, Saji Emeritus Professor of Economic History, London School of

Economics

Moderator: Naoyuki Haraoka, Executive Managing Director, Japan Economic

Foundation

Day Two: Thursday 30 September 2021

09:00-09:05 BST/ Welcome and opening remarks
17:00-17:05 JST  John Nilsson-Wright, Senior Research Fellow on Northeast Asia, Asia-Pacific

Programme, Chatham House

09:05-10:20 BST/ Session Two | The post-pandemic outlook in Japan and Europe: Digitalization and green
17:05-18:20 JST ~ growth

*  How are individual companies in Japan, the UK and Europe seeking to adapt to the

post-pandemic situation, particularly in embracing digitalization and green growth?

*  What role is government playing in fostering this adaptive process by providing

governmental guidance and incentives for adaptation either directly or indirectly?

Speakers:
Nina Seega, Research Director for Sustainable Finance, Cambridge Institute for

Sustainability Leadership, University of Cambridge

Tsuyoshi Abe, Senior Vice President CMO & General Manager, Marketing

Headquarters, Yokogawa Electric Corporation



Yukari Niwa Yamashita, Managing Director, Charge of Energy Data and
Modelling Center, The Institute of Energy Economics (IEEJ)

Moderator: Creon Butler, Research Director, Trade, Investment and New
Governance Models, and Director, Global Economy and Finance Programme,
Chatham House

10:20-10:30 BST/ Break

18:20-18:30 JST

10:30-11:45 BST/  Session Three | Trade policy and enhancement for inclusive growth

18:30-19:45 JST
*  How have the pressures of adapting to the pandemic affected trade liberalization

and the resilience of a global open economy? How can countries in Europe and
Japan best cooperate in a post-pandemic world to address postpandemic economic
and political decoupling as seen, for example, through increased US-China rivalry?

*  What role can institutions such as the WTO and OECD play?

Speakers:
Jun Kazeki, Director-General, Trade Control Department and Economic Security

Policy, Ministry of Economy, Trade and Industry (METTI), Japan

Robert Dujarric, Co-Director, Institute of Contemporary Asian Studies, Temple

University, Japan

Yukiko Fukagawa, Vice Dean and Professor, School of Political Science and
Economics, Waseda

University

Gunther Schnabl, Professor of Economic Policy and International Economics, Leipzig

University

Moderator: Pepijn Bergsen, Research Fellow, Europe Programme, Chatham House

11:45-11:50 BST/ Closing remarks
19:45-19:50 JST  John Nilsson-Wright, Senior Research Fellow on Northeast Asia, Asia-Pacific

Programme, Chatham House
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John Nilsson-Wright
a B John Nilsson-Wright is Korea Foundation Korea Fellow and

! : Senior Research Fellow for Northeast Asi a with the Asia-
Pacific Programme at Chatham House. He is also Senior
University Lecturer in Japanese Politics and International
Relations at Cambridge University and an official fellow of
Darwin College, Cambridge. He was head of the Chatham
House Asia Programme from March 2014 until October 2016. As Senior Fellow for

Northeast Asia, his work focuses on security, political and economic relations between
Japan, the Koreas, China and Taiwan. He has been a visiting fellow at Tohoku
University, Yonsei University and Seoul National University, a member of the World
Economic Forum’s (WEF) Global Agenda Council (GAC) on Korea and is a director of
the UK-Japan 21st Century Group.

Masakazu Toyoda

Masakazu Toyoda is Chairman and CEO of the Japan Economic
Foundation. He also serves as Special Advisor to the Institute of
Energy Economics (IES, where he was previously Chairman and
CEO), Adjunct Professor with the National Graduate Institute for
Policy Studies (GRIPS) and is on the Board of Directors for the
Pacific International Center for High Technology Research
(PICHTR). In 2008, he was Secretary-General of the Secretariat of
Strategic Headquarters for Space Policy with Japan’s Cabinet

Secretariat, and from 2008-08 he was Vice-Minister for International Affairs for
Japan’s Ministry of Economy, Trade and Industry (previously the Ministry of

International Trade and Industry), where he has also held several other positions.



Naoyuki Haraoka

Naoyuki Haraoka has been Executive Managing Director of the
Japan Economic Foundation (JEF) since 2007. After graduating
the University of Tokyo in 1978 (Bachelor of Economics), he joined
Japan’s MITI (Ministry of International Trade and Industry).
Having been posted in the industrial policy section and the

international trade policy section for a few years, he was enrolled

: in a two year MPA (Master of Public Administration) programme at
Woodrow Wilson School of Princeton University in the US on a Japanese government
sponsorship. After having acquired MPA at Princeton, he rejoined MITI in 1984 as an
economist. Since then he had been posted as Deputy Director and Director of a number
of MITT divisions including Research Division of International Trade Policy Bureau.
He was also posted in Paris twice, firstly, Principal Economist of Trade Bureau of
OECD (Organization of Economic Cooperation and Development) from 1988 to 92 and
secondly Counselor to Japanese Delegation of OECD from 1996 to 99. After coming
back to MITT from his second stay in Paris, at the occasion of the government
structural reform in 2001 when MITI was remodeled as METI (Ministry of Economy
Trade and Industry) he joined the efforts to found METI research institute, Research
Institute of Economy Trade and Industry as its Director of Administration. He became
Chief Executive Director of JETRO San Francisco in 2003 and stayed in San
Francisco until 2006. He was Director-General of METI Training Institute from 2006
until July, 2007 when he left METI permanently.

Janet Hunter

Janet Hunter is Saji Emeritus Professor of Economic History at
the LSE, and Co-Editor of the Journal of Japanese Studies.
She is also a trustee of the GB-Sasakawa Foundation. She has
written extensively on the economic history of modern Japan,

with a particular focus on the development of the female labour

) ' 84 market, communications development, Anglo-Japanese
economic relations, the history of business ethics and patterns of consumption. She is
currently completing a monograph on the economic impact of the Great Kanto

Earthquake of 1923.



Sayuri Shirai

Sayuri Shirai is currently a professor of Economics at the
Faculty of Policy Management, Keio University, and is also
senior advisor to EOS at Federated Hermes located in
London. She is also a non-executive board member of a

Japanese listed food company. She holds Ph.D. in economics

~  from Columbia University. She was also visiting scholar to
Asian Development Bank Institute in 2016-2020. She was a Member of the Policy
Board of the Bank of Japan (BOJ) in 2011-2016, who is responsible for making

monetary policy decisions. She taught at Sciences Po in Paris in 2007-2008 and was
an economist at the IMF in 1993-1998. She is the author of numerous books and
papers on a variety of subjects including central bank digital currency (CBDC),
monetary policy, global finance, and ESG investment. She frequently comments on
Japan’s economy and monetary policy at various international and domestic media
sources. Her most recent book in English is Growing Central Bank Challenges in the
World and Japan published by the Asian Development Bank Institute in June 2020
(free download available). Her personal homepage is available at

http!//www.sayurishirai.jp/

Keiichiro Kobayashi

Keiichiro Kobayashi is Professor with the Faculty of Economics
at Keio University, where his areas of expertise focus on
macroeconomics, financial crises and economic philosophy. He
is also a Member of the New Coronavirus Infectious Disease
Control Subcommittee. He has previously served as Research
Director with the Tokyo Foundation for Policy Research,

Professor at the Institute of Economic Research at

Hitotsubashi University and worked at Japan’s Ministry of
Economy, Trade and Industry (METI).


http://www.sayurishirai.jp/

Creon Butler

Creon Butler joined Chatham House from the Cabinet Office
where he served as director for international economic affairs
in the National Security Secretariat and G7/G20 ‘sous
sherpa’, advising on global policy issues such as climate
change, natural resource security, global health threats and
the future of the international economic architecture. Creon

first joined the Cabinet Office in 2013 as director in the

European and Global Issues Secretariat, advising the prime minister on international
economic and financial issues, ranging from country-specific developments in China
and Germany to global challenges such as antimicrobial resistance and anticorruption.
Earlier in his career, he served in the Bank of England, HM Treasury and in the
Foreign and Commonwealth Office, where he was director for economic policy and chief
economic adviser. He was also deputy high commissioner in New Delhi from 2006 to

2009.

Nina Seega

Dr Nina Seega is a Research Director for Sustainable Finance
at the Cambridge Institute for Sustainability Leadership
(CISL). She is an expert in the use of risk management tools
to address environmental sources of risk in the financial
sector. Since 2016 she has co-led the CISL team serving as
Knowledge Partner for the risk analysis track of the G20
Green Finance Study Group. Previously, Nina was the Head

of the London Traded Products Desk for Dresdner Kleinwort,

where she was responsible for credit risk management of traded products. Nina is a
Cambridge University Jesus College Scholar and a McKinsey Risk Prize finalist, who
has taught at Cambridge, London School of Economics and State University of
Management in Moscow, and spoken before the Russian Parliament. In addition to

English, she is fluent in Russian, German and Japanese.
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Tsuyoshi Abe

Dr Tsuyoshi Abe is Senior Vice President CMO and
General Manager, Marketing Headquarters, with
Yokogawa Electric Corporation, where his has worked in
various capacities since 2016. He is accountable for
traditional marketing functions such as market
communications, branding, and digital marketing, but also

R&D, M&A, strategic IP management, new business

development, corporate business planning, strategic
standardization, government affairs, and open innovation. Prior to Yokogawa, Dr Abe
worked at Intel K.K. and successively headed the Intel Architecture Technology HQ,
Marketing HQ, and Technology &Manufacturing HQ.

Yukari Niwa Yamashita

Yukari Niwa Yamashita is a Managing Director for the
Institute of Energy Economics, Japan (IEEJ), in Charge of
the Energy Data and Modelling Center which is responsible
for quantitative and qualitative analyses on energy policy
issues. Her team’s analyses and recommendations
contribute greatly to debate and policy making for Japan
and international communities such as ERIA, APEC and
IEA. The annual IEEJ's Outlook is globally recognized for

its timely analyses and pragmatic approach towards climate change. She has been

serving as a member of various government councils and committees in the fields of
energy and science & technologies. She also led miscellaneous international and
regional programs in the area of energy cooperation through IEA, APEC, ERIA and
IPEEC. She is a visiting professor at Kyushu University. She served as the 2020
President of the International Association for Energy Economics (IAEE) and is the

2021 Executive Vice President.

11



Pepijn Bergsen

Pepijn Bergsen joined Chatham House in September 2019 as
Research Fellow in the Europe Programme, working mainly
on issues related to the European economy. Previously he
worked as an economic policy advisor for the Dutch
government, focusing mainly on international trade issues,

and spent several years as an economic and political analyst

working on Europe at the Economist Intelligence Unit. He
regularly comments on the European economy and politics, Germany and the EU in
international media. He studied International Relations and International Political

Economy in Amsterdam and London.

Jun Kazeki

Jun Kazeki has thirty years of experience in the field of trade
and economic policies. He joined the Ministry of Economy, Trade
and Industry (METI) of the Japanese Government in 1990. Since
July 2020, he has served as Director- General for Trade Control
Department where he is responsible for security export controls,

export and import regulations, investment screening and trade

remedies. Most recently, he engaged in Growth Strategy in the
Cabinet Secretariat and Economic and Industrial Policy Bureau. Between 2013 and
2015, he was Director for Security Export Control Policy Division where he worked on
National Security Strategy of Japan and drafted Three Principles of Transfer of
Defense Equipment and Technology. Between 2007 and 2013, he was Director for WTO
Rules and Dispute Settlement and Counsellor for Permanent Mission of Japan to the
WTO in Geneva where he led the Rules negotiations (antidumping and industrial
subsidies) and several WTO cases. He was the chairman of the WTO Committee on
Subsidies and Countervailing Measures between 2008 and 2009 in the middle of
Global Financial Crisis. Between 2002 and 2005, he worked for the OECD Trade in

Paris as Senior Trade Policy Analyst.

12



Robert Dujarric

Robert Dujarric is Co-Director of the Institute of
Contemporary Asian Studies (ICAS) at Temple University,
Japan. Robert first lived in Tokyo in 1986-87 and moved
back to the city in 2004 as a Council on Foreign Relations
(Hitachi) International Affairs Fellow. During his fellowship,
he was stationed at the Research Institute of Economy Trade
and Industry (RIETI) of the Ministry of Economy Trade and

Industry (METI) prior to joining the Japan Institute of International Affairs in Tokyo
(2005-7) as a visiting research fellow. He took his current position at TUJ in 2007.
Robert was raised in Paris and New York, worked in banking in the United States,
Japan, and Europe prior to joining a think tank in Washington in 1993. He is a
graduate of Harvard College and holds an MBA from Yale University

Yukiko Fukagawa

Yukiko Fukagawa is currently the Deputy Dean and Professor,
School of Political Science and Economics, Waseda University.
After undergraduate program at Waseda, she studied at Yale
University for MA in International Development Economics,
and finished Ph.D program at Waseda Graduate School of
Business Studies. Her major interest lies in economic

development in East Asia, especially Korea. She worked for

Japan External Trade Organization (JETRO) and Long-Term
Credit Bank Research Institute (LTCBR) before joining the faculty member of Aoyama
Gakuin University and the University of Tokyo. She came back to Waseda in 2006. She
was a visiting fellow at Cambridge University in 2014, and Yonsei University in 2015.
She has engaged in many consultation and advisory activities for the government, such

as the Committee for Industrial Structure in the Ministry of Economy and Industry.

13



Gunther Schnabl

Gunther Schnabl is a Professor of Economic Policy and
International Economics at Leipzig University, where he directs
the Institute for Economic Policy. He received his doctorate and
habilitation from the University of Tibingen, and his doctoral
research focused on current account imbalances and monetary
integration in East Asia and Europe. He has been a visiting
scholar at Stanford University, the Catholic University of Leuven,
Tokyo University, Pantheon-Sorbonne University, the Deutsche Bundesbank, the Bank
of Japan, the Federal Reserve Bank of New York, and the European Central Bank.
Before his appointment to the University of Leipzig, he worked as an advisor at the

European Central Bank.
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INTRODUCTION

This document summarizes the discussions of the ‘Japan-Europe Forum 2021: the Post-
Pandemic Outlook in Japan and Europe’. This event comprised of three sessions with different
foci. Session one examined the macroeconomic perspectives of this relationship, session two
debated digitalization and green growth, while the third session observed trade policy and
enhancement for inclusive growth. Participating in the event were a range of experts from
government, international organizations, foundations, the private sector and academia. The

following summary highlights the key themes to emerge in these discussions.

This event was held under the Chatham House Rule of non-attribution. As a result, no names or

guotations are mentioned in this summary.

This event was co-hosted by Chatham House and the Japan Economic Foundation.
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MACROECONOMIC PERSPECTIVES

THE CRISIS SPOTLIGHT: ISSUES HIGHLIGHTED BY THE COVID PANDEMIC

Crises are revealing events that can often shed light onto the structural fault lines of social and
economic systems. The ongoing COVID-19 pandemic has certainly provided many lessons. These
were discussed by participants, focusing on some of the long-term concerns in Japanese society
that have been brought to light by the health crisis. The initial discussion centred around three

issues: Japanese labour force productivity, gender, and social inequalities.

Labour productivity in Japan has remained low in recent years and shows little signs of
improvement. This is especially true when compared with other industrial economies. The
pandemic, having radically disrupted normal working practices in Japan, has slowed the
country’s productivity levels. While studies in the UK claim that home-working productivity is
comparable to office-working, Japan-based surveys suggest that numbers might be down by as
much as 30 per cent. Adding to this issue, the slow pace of digital transformation in Japan has
also hampered individuals’ ability to work from home, as home working set-ups often lack
sufficient equipment and connections. Surveys also suggest that many Japanese employers have
been reluctant to allow working from home, and that many employees have been equally
reluctant to exploit the working from home possibilities, further complicated the situation.
Finally, concerns over the ageing population have also been highlighted by the ongoing health
crisis. With international travel restrictions imposed by the government to curb infections, the
availability of foreign-born workers in Japan has decreased dramatically, putting immense
pressure on the Japanese working population. Over the longer term, this may stimulate new
forms of working, including digitization and mechanization. However, this remains a significant

concern for the short term, specifically with the continuity of the pandemic.

COVID-19 has partially reversed recent positive trends in gender equality in Japan. While some
progress has been seen in recent years, women faced disproportionate hardship over the first
18 months of the pandemic. Pre-pandemic, Japan already had a significant gender wage gap and
showed substantial societal reluctance to address the structural inequalities holding it in place.
Following the introduction of COVID-19 restrictions, women have been burdened with
asymmetric increases in time spent on domestic work and childcare. This has resulted in a fall in
female employment, especially by married women. Finally, the nature of the Japanese tax and

social security system has further aggravated the position of women in society. These
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phenomena have not been caused by new inequalities, but by new manifestations of an existing

unequal system.

Wealth distribution in Japan has also become increasingly unequal. Japan, alongside other Asian
countries, was frequently cited in the past as being equal in income and wealth equality. This
was seen as an accomplishment of the Asian development model. Yet, Japan’s move towards
incentive-based wages, the Anglo-American model, and many companies’ shift away from life-
time employment, have undermined these notions. New trends in property ownership might
have also contributed to this trend. The pandemic, therefore, has only sped up a process that
was set in motion long before it, which can be said about many social inequalities in Japan and

beyond.

THE ROLE OF CENTRAL BANKS IN A GREENER FUTURE

Central banks can play a significant role in the race to net zero emissions. The costs of the
increased frequency of natural disasters, of instability of the financial system, and of market
fragility are compelling motives for the sector’s involvement. There are at least four paths to a

more sustainable financial system.

First, banks can make their investment portfolios greener and more sustainable. This is done
through active investigation into the emissions intensity of companies they finance. This type of
incentive works beyond the banking sector, promoting greener practices in commercial markets

too.

Second, central banks can elongate their projection models. The market standard is to conduct
operations based on a 3-to-5-year financial forecast. Banks could instead extend their
projections to 2050. This way, daily operations would consider the financial risks of the climate

crisis in a more realistic manner

Third, the inclusion of environmental standards in the purchase of corporate bonds by banks. As
many central banks engage in quantitative easing, taking this step would make the bank’s assets

greener.

Fourth, central banks can include environmental standards in the process of lending to other
banks. Conditioning bank lending to meet certain environmental standards would incentivise

commercial banks to engage with sustainable actions too.
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Together, these four paths can push the sustainability agenda in different ways and ultimately

help the entire banking sector to improve its practices.

The current banking frameworks in place in Japan and Europe were also examined in this light.
Could they be greener? Many central banks employ inflation targeting systems in which, for
example, a 2 per cent inflation target secures central banks’ operational independence from
government. While governments are concerned with fiscal policy, taxing and expenditure,
central banks are able to manage their own financial decisions in line with this target. The issue
for central banks looking towards a greener future is that climate action is often limited by
inflation targets and priorities. In this context, banks are therefore reluctant to make
sustainability the main priority, since it might overthrow this framework, and with it their

independence.

GOVERNANCE ISSUES ON POLICY RESPONSE TO COVID IN JAPAN

This section of the event underlined some of the Japanese government’s mistakes in dealing
with the multi-disciplinary impact of the COVID-19 pandemic. Three key problems were
highlighted: a coordination failure between agencies, loose border controls, and a disagreement

over PCR testing policies.

On the government’s failure to coordinate its agencies, the case of restaurants was brought to
light. On the one hand, the Ministry of Finance (MOF) sought to improve the government’s
budget balance and decrease COVID-19 expenditure. On the other, the Ministry of Health,
Labour and Welfare (MHLW) wanted to curb infections. When, during times of restricted
movement, the MOF decided to stop financial aid to restaurants, restauranteurs’ resistance to
government policies grew. This led the MHLW to lift restrictions prematurely, resulting in
increases in the rate of infections. In turn, the government was compelled to impose new
restrictions upon restaurants, creating new expenses. This cycle of incoordination served to

increase both the number of infections, and the virus’s economic impact.

There were also issues with border control throughout the pandemic. Despite the discovery of
the ‘Alpha’ variant of the COVID-19 virus in Japan in mid-December 2020, it took the government
one full month to close the country’s borders on 14 January 2021. The MHLW justified this delay
by claiming that its experts needed time to examine the variant and formulate its advice
accordingly. Similarly, when the ‘Delta’ variant arrived in Japan in mid-April 2021, it took the

government one month before appropriate policies and restrictions were put in place. This can
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be seen to demonstrate the difficulty Japanese policy-makers have faced in adapting their
methodologies to fit changing realities, particularly given the pace of change seen with COVID-

19.

The possibility of implementing COVID-19 PCR testing as a possible economic policy was also
discussed. Given the staggering number of asymptomatic COVID-19 patients, individuals are not
always aware if they are carrying the virus or not. This leads to economic shrinkage as
populations adapt their behaviour accordingly. While positive results are medically useful — to
indicate which patients to treat — negative tests are economically useful — identifying which
people are sufficiently healthy to navigate society. Escalating the level of testing is therefore
seen as a useful tool to revitalise the economy and decrease social uncertainty. However, in the
case of Japan, health professionals strictly resisted this idea, preferring PCR testing to be
undertaken for purely medical purposes, rather than ‘wasted’ looking for negative tests. Yet,
there was also criticism that not enough tests were being conducted to justify this refrain. Once
again, this issue was able to expose conflicting opinions within the Japanese government, with
neither side implementing their policies successfully. The compartmentalisation of processes led
to the optimization of local agency-specific goals at the cost of cross-agency goals. This practice
can also hinder green advances within governments, so must be addressed in order to overcome

both the pandemic and the wider climate emergency.

INTER-GENERATIONAL ISSUES

Having observed how governments failed to collaborate during the pandemic, participants also
guestioned their ability to address inter-generational challenges like the climate crisis. One
proposed solution was a mechanism called ‘future design’. In this idea, organizations create a
role for future-generation representatives. This can be done figuratively, or practically, by
adding a team member with responsibility for supporting this perspective. The mechanism
recommends that this person, or people, advocate only for future generations, rather than
advocating for short-term practicality, profit, etc. This adds a very real voice to discussions that

can otherwise often be dismissive of climate concerns.

This idea was then challenged on what it says about the timeframe of the climate emergency.
This crisis should not be seen as a problem for the future, but one that already exists in the
present. The recent floods in Germany, as well as the fires in Canada, are current examples of

climate change-driven catastrophes. While the future design mechanism is useful, it is not
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enough, as it fails to consider present generations as victims of climate disasters. Policymakers

everywhere need to be prompted to see the true urgency of this crisis and act accordingly.

Participants also discussed how climate action has sparked present day generational debates.
The issue of carbon pricing was used to illustrate this point. Carbon prices are argued to be
extremely low, which allows for emissions-intensive companies to make profits. Escalating
carbon prices would incentivise companies to become more sustainable. Yet, there is
considerable resistance to this within society, particularly from older age groups. This happens
in both the public and private spheres. Publicly, traditional organisations and industries might
lose their competitive advantage with higher pricing, as is the case of the automobile industry
in Germany. Older generations leading these sectors therefore offer fierce opposition to some
climate policies. Privately, older age groups might also dispute price changes that accompany
carbon pricing, such as the price of energy. This is particularly true for citizens that reply on
limited pensions in their retired years. One participant summarized this issue by claiming that
while younger generations worry about their children’s health and safety, senior generations

worry for the economic structure of their countries.

COLLECTIVISM AND INDIVIDUALISM

Participants observed that the UK government, much like its Japanese counterpart, has failed to
coordinate between economic and public health targets. This has resulted in shifting policies,
public uncertainty, and the emergence of a rhetoric of “freedom”. The political argument on
freedom, which emerged in the UK, revolved around libertarian values and, ultimately, was
pursued at the cost of public health. This discourse partially aligned with the plea of certain
sectors, namely hospitality and aviation, that were worried about collapse. In this context,
participants discussed the place of individualism and collectivism in both European and Japanese

societies.

In historical analysis of crises, the conflict between altruistic desires versus the individual need
for survival arises frequently. It is seen during war time, as well as following natural disasters,
and takes place at the government, community, and individual levels. It is useful, therefore, to
conceptualize coordination as a scarce resource during times of hardship. Even the Japanese
government, leading a society that has traditionally demonstrated high levels of collectivity,

failed to coordinate its goals and strategies during the COVID-19 pandemic.
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However, while government agencies behaved individualistically, Japanese society has been
seen to demonstrate higher levels of collectivism than elsewhere. Some participants
commented on how Japanese people monitored each other to ensure that restrictions were
being followed. This was attributed to a sense of societal and cultural obedience, which was

deemed an advantage to policymakers.

DIGITALIZATION AND GREEN GROWTH

THE GREEN AGENDA DURING THE PANDEMIC

Activists and academics in the climate space have expressed relief that the pandemic did not
displace the climate agenda entirely. Even during the months of tougher restrictions and
widespread fear throughout the initial spread of COVID-19, green issues still had a place in
popular, academic, and political discourse. In fact, the pandemic aided the dissemination of
what the academic world has long known: that sustainability and profitability are interlinked.
The COVID-19 crisis demonstrated that companies that have a better understanding of their
supply chains, such as sustainable companies, will outperform traditional companies. By having
better knowledge about their suppliers, as well as what risks they face, green companies were

therefore better able to navigate the pandemic when it hit those supply chains.

Participants discussed the Paris Agreement national targets, especially Japan’s new domestic
emissions reductions target of 46% by 2030, from 2013 levels. It was recognised that while this
is a good international pledge, it is insufficient in terms of action. Japan still plans for 19% coal
power generation, which is inconsistent with the urgency of this crisis. Moreover, countries need
to introduce and enforce policies to help them to reach these goals. The UK has legislated its
targets, which is a significant step towards meeting them, but it is not yet where the country

needs to be to prevent 1.5 degree warming.

To successfully transition to a green economy, countries need to pay attention to both
mitigation and adaptation. While targets and policies help mitigate the crisis, citizens and
organizations will need help adapting to these changes. Many observers believe that limiting
warming to 1.5 degrees is now impossible: the world already stands between 1-1.2 degrees
warmer than pre-industrial levels. If the international community remains committed to 1.5
degrees warming, we are likely to see a situation that exceeds the 1.5 degree target and then
requires renewed efforts to reduce this back down. A world where humans do not need to

significantly alter their livelihoods is no longer a possibility. Going forward, all must adapt to the
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new reality. Governments should, therefore, fund adaptation initiatives at home and beyond to

ensure international targets can eventually be met.

It was questioned whether ‘green’ growth was possible and desirable. Participants noted that
this is likely to depend on the context in which green growth is discussed. When contrasting
green growth to normal growth, analysts will support green as it is believed to be more
profitable and stimulating for the job market. However, when contrasting green growth to no
growth, the debate is fiercer. While many cannot consider no growth an option, others argue it

is the only solution in the current reality.

CORPORATE TRANSFORMATION

While participants agreed that government subsidies would be beneficial to aid a large-scale
green transition, this is rarely offered. So, what might motivate a company to transition to

sustainability without government assistance? Several incentives were identified:

e Business opportunities to enable access to a more climate-aware customer base and
new sustainable business models, among others.

e Technological advances can aid a green transition in two ways: by innovating new ideas
but also by enabling older green ideas to become more affordable and scalable.

e Social pressure from investors, employees, customers, and other stakeholders will also
have influence.

e Values and responsibility, as outlined in a company’s code of conduct, may also account
for the value of climate and nature, and acknowledge a company’s responsibility to undo
any environmental harm it might have caused in the past.

e However, disincentives such as policy risks and stranded assets can also play a role:
those companies choosing not to independently transform to become more sustainable
risk being left behind as more and more green legislation is passed. Companies also need
be aware of the importance of investing in technology that will survive the sustainability
transition; for example, there are already 6 to 12 trillion USD in fossil fuel stranded
assets across the world.

In terms of how a company might undertake a green transformation, first, it must identify
opportunities to contribute positively to systemic risks. Participants discussed the importance
of using the UN’s Sustainable Development Goals (SDGs) as a framework for how an organisation
might contribute to green development. Companies should acknowledge the 17 SDGs, as well

as their sub-targets, and identify opportunities to contribute to them. Second, ‘smart’ goals must
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be set that incorporate not only climate, but also goals relating to nature and equality. That is,
corporates must strive to help the biosphere, biodiversity and human societies in equal measure.
Third, companies should identify innovation opportunities within their sectors. Technological
developments might guide this step. Fourth, companies should adapt their governance models
to integrate the SDGs in performance management. This would ensure sustainability enters the

company DNA, helping innovative and green thinking to thrive.

CHANGES IN THE ENERGY MARKET

Like many others, the energy sector has suffered due to COVID-19. Disrupted supply chains, new
legislation, and global insecurity have all contributed to changes in this space. One very clear
impact of the pandemic was a global increase in energy consumption. People now work, shop,
and talk more online than ever before. This promoted an unexpectedly fast digitalization of
society, creating a host of problems on the supply side of the industry. While many governments
have been incentivised to look for additional sources of energy, investment in new capacities is
trickier than before given pressures to decrease carbon emissions. Adding to this problem is the
variability in supply of renewable energy sources such as solar and wind power. Funding has also
become an issue, as both manufacturing and energy supply companies have struggled to secure
funds for investment in the future, instead allocating funds to their traditional day-to-day
business. Fuel purchase has also not provided an easy solution as competition for existing
resources has increased alongside new demand. The combination of these factors has escalated

energy insecurity in many parts of the world.

Participants reflected on the role that China has played in the (in)security of the energy sector.
China owns over a 90 per cent market share of the solar panel industry, as well as over half of
the world’s refining capacity of critical resources, such as lithium, cobalt, nickel, copper and rare
earth metals. These are some of the key assets that countries need to build renewable
infrastructures and achieve their net zero targets. Countries with solar potential will benefit
China via demand for panels and rare earth; while countries with little renewable potential will
invest in motors and batteries that also require these metals. The development of alternative
materials and promotion of recycling systems are therefore urgently needed to avoid feeding
China’s monopoly in this field. China’s role can be viewed as particularly complex in the face
of COP26; while geopolitical tensions suggest that China may not play a constructive role at the

conference, various industrial incentives from within China point to it potentially having a very
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productive role to play. Participants were therefore both hopeful and apprehensive about

China’s role at the forthcoming meeting.

Despite all the changes to the energy sector throughout the pandemic, the urgency of the
climate crisis has not altered. If anything, the energy sector has seen many more challenges arise
as more governments declared net zero targets. The key problem in this context is no longer
whether net zero should be achieved, but how. Many technologies that are hoped will help to
achieve this goal are entering the demonstration stage, but they will also need to reach a level
of affordability quickly so that solutions can be disseminated at scale. Participants concluded
that it will be a combination of technological advancements and actions by companies that will
realise decarbonisation and achieve net zero targets. The key role of governments in this context
is to provide an environment that enables sustainable companies to engage in healthy

competition.

EMERGING MARKETS AND GREEN GROWTH

The pandemic, much like the climate crisis, has restated the distinction between developed and
developing economies. Some European countries have already begun distributing the third shot
of the COVID-19 vaccine to their populations, while many of their African counterparts are yet
to deliver effective first-round vaccination strategies. Europe and Japan should build local
partnerships and facilitate investment in Africa to narrow this gap. Participants commented that
the current cost of capital and interest rate conditions are effectively prohibitive of European
investment in Africa. A blend of financial solutions could improve these conditions and attract
investment. By observing the international inequalities that have plagued the world since the
onset of the pandemic, it has become clear that it is the responsibility of developed economies
to mitigate the largest portion of this crisis. Without vaccine equity, African nations will continue
to suffer through the pandemic and there will be little space for a moral or practical argument
about rebooting the global economy if a whole continent is left behind. This is especially true in
the transition to sustainable practices and clean energy. It is unrealistic for developed economies
to pressure developing economies to transition quickly while they are still in the midst of dealing

with COVID-19.

Participants argued that developed economies should shoulder the bulk of the costs and
adaptations of the sustainable transition. As much as 70 per cent of the global carbon budget is
consumed by OECD countries. It was the development of these economies that caused the

climate crisis, so they must bear the bulk of the responsibility in undoing it. That means focusing
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on transitioning markets into green economies, investing heavily in new technologies, and
educating developing countries on past mistakes that can be avoided. More importantly, it is
imperative that advanced economies understand and commit to these responsibilities, instead
of an idea of equal shares. This will result in a much quicker and harsher transition in developed

economies, but also offer a real chance at beating the climate crisis.

TRADE POLICY AND ENHANCEMENT FOR INCLUSIVE

GROWTH

WHAT IS THE IMPACT OF THE PANDEMIC?

At the time of the roundtable in September 2021, the COVID-19 pandemic was still not over and
there was still little evidence to suggest that the world had entered the last stage of the crisis.
While many governments and their populations hoped that the vaccine would be the solution
to the problem, this has so far proven untrue. There are three ongoing problems with
vaccination access worldwide. First, developing economies have had little access to the vaccine.
Second, certain developed economies have struggled with a growing anti-vaccination lobby.
Third, the growing social inequalities that have pushed millions outside of stable housing, have
created huge logistical challenges regarding vaccination of homeless populations. With
emerging markets still caught in the eye of the storm, millions refusing immunisation, and
millions more without stable housing, the eradication of COVID-19 remains out of reach.
Participants were consequently cautious about judging the impact of an event that has not yet

ended.

Some of the global trends that we see today predate the pandemic. Supply chain disruption, for
example, was already taking place before the arrival of the virus. In the UK, Brexit has created
difficulties. In many developing economies, natural disasters and climate change have reshaped
production patterns. The designation of global border restrictions during the pandemic has
certainly deepened these concerns, although they were not fully functioning before the virus
either. Another trend that predates the pandemic is that of anti-globalization political
movements, and the rise of opponents to free trade. This is less common in Japan, but has
certainly been seen in Europe and in the US. Considering these realities, it has become clear that
only once the pandemic is safely in the past will it be possible to fully and objectively assess its

impact on contemporary society.
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THREE HYPOTHESES ABOUT INCLUSIVE GROWTH

Inclusive growth can be defined as economic growth that is distributed fairly across society and
creates opportunities for all. This raises several challenges in the Japanese context due to

persistent low demographic growth, rising wealth inequality, and increasing income inequality.

Free trade has been the basis for inclusive growth in post-war Japan. In post-war Japan the
country’s economic system was transformed to focus on private property, open markets, and a
hard currency. At this time, market opportunities expanded strongly. The outcome was a rapid
increase in income levels, a fast-growing middle class, and rising savings. These savings became
the basis for widespread investment, which powered the high growth of the Japanese economy

after World War Il.

Since the 1990s, there has been a change in Japan’s growth model. The non-inclusive post-
bubble growth-model has been based on expansionary fiscal and monetary policy. It caused
asset price inflation, financial repression, and real-wage repression, and resulted in negative real
interest rates for savings held in Japanese banks. Simultaneously, the mean wage level in Japan

started falling following the Japanese financial crisis in 1998.

Further, export promotion based on loose monetary policies increased regional disparities in
Japan. The unconventional tools of Japanese monetary policy included Yen depreciation,
improved financing conditions for large enterprises, and promotion of the stock prices of large
enterprises due to stock purchases by the Bank of Japan. Thus, the loose monetary policy
increased in particular the income of large export-oriented enterprises, which tend to be
clustered around certain Japanese regions, such as Kanto and Nagoya, heightening regional
disparities. At the same time, these policies paralysed productivity growth and put a constraint
on the rise of income levels, which became a burden for economic activity in Japans periphery
regions. Lastly, the monetary policy of the Bank of Japan resulted in the loss of domestic

purchasing power due to persistent capital exports.

Given this context, it was suggested that Japan should consider gradually tightening its monetary
policy and combining this with fiscal consolidation. Moreover, it might also exchange the
consumption tax for a carbon tax, and maintain free trade as a priority. Tighter monetary policy
would work together with increasing interest rates to force enterprises of all sizes to promote
efficiency gains. The resulting productivity gains would in turn create the opportunity for real

wage increases, especially for younger generations and less qualified people, who have suffered
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most under the post-bubble economic policy. These changes would help to safeguard the
greening of the economy for the future, trigger inclusive growth, create opportunities for all,

and ensure a more efficient allocation of resources.

LEARNING FROM EACH OTHER

On the issue of what Japan and Europe can learn from the respective economic challenges that
each has faced, participants expressed concern. European countries have largely followed the
same path as post-bubble Japan: in the face of economic issues, they have cut interest rates and
flooded their markets with cheap liquidity. This has led to the zombification of economies and
very unjust income and wealth effects at the cost of younger generations. As a result,
demographic issues will continue to intensify across European countries; if governments
persistently and systematically shift the burden of specific problems to the next generation,
these individuals will struggle to achieve the financial stability required to start and grow families.
This decrease will in turn create challenges for sustaining pension schemes. To diminish these
problems, Japan and Europe should instead reframe their macroeconomic policies to work in
the interest of younger generations. While this may be a difficult shift to enact, it will have real

benefits to entire society.

Participants also discussed whether Europe can learn any lessons from Japan in its dealings with
the economic and political impact of trade liberalization. Unlike Europe, Japan has not suffered
from extensive youth unemployment. While this might seem positive, it is explained by country-
wide stagnation in productivity and low wages. While an abundance of low paying jobs often
results in high immigration, Japan has taken very few immigrants, instead preferring to employ
younger workers or export labour intensive processes. The latter is the reason why the Japanese
government is keen to maintain the low value of its currency and promote export of these

services.

One lesson that could be learned from the European experience is to increase its investment in
post-graduate education. There is currently low demand for highly academic employees within
Japan, which has not only discouraged post-graduate studies, but also pushed (over) qualified
youth to seek employment abroad. By investing in Japanese higher education, human capital

investment will increase and, in turn, potentially also the required skill level of the average job.
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THE CPTPP AND THE CHINA QUESTION

The Comprehensive and Progressive Agreement for Trans-Pacific Partnership (CPTPP) forms an
important part of the framework for international trade in the Asia-Pacific. The international
agreement evolved from the Trans-Pacific Strategic Economic Partnership Agreement, also
known as P4. This was a relatively small initiative by Brunei, Chile, Singapore and New Zealand
in 2005. Since then, the CTPPP has grown to include eleven signatories. In 2017, Donald Trump
withdrew the US from the CPTPP and it is now anticipated that China may wish to fill the US
power vacuum. However, Chinese membership of the CPTPP remains a hotly contested topic; a

debate that was echoed by the discussion at the roundtable.

Some participants believed China’s application to the CPTPP to be concerning for the entire
international community. China’s objective was identified as building ‘discourse power’ within
international organizations, joining international forums to have access to the conversion, rather
than the being interested in collaboration. This could enable China to amass enough power
within such organizations to displace current arguments, monopolise discourse, and replace
existing rules with its own. Such a scenario would be unaligned with the values and origins of
CTPPP. At its start, P4 envisioned trade liberalization and protection from unfair trading policies
imposed by huge powers, which should remain the guiding principles for decision-making about

new members.

Others suggested that there is scope for collaboration within the agreement. CTPPP offers a
rules-oriented space in which countries can collaborate. There is no opportunity to bargain for
special status and all members must sign up to the same rules when they join, as the UK agreed
to do, when it launched its accession to the CPTPP in 2021. These participants felt that, if a
government is willing to enact the required changes and accept all rules, they should be allowed
membership. It was asserted that Taiwan should also be granted access to the CPTPP. In 2001
China and Taiwan both joined the WTO simultaneously. While the political economy was
completely different at that time compared with today, it demonstrates both states can coexist

in the same international forum.

ECONOMIC INTEGRATION AND PEACE

The idea of economic integration as deterrent to war was another topic that was discussed with
diverging views. On the one side, Europe has sustained peace in its neighbourhood for the last
seven decades by heavily integrating the economies of its member states. The free movement

of people and capital has promoted economic freedom, which in turn has set the foundations
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for peace. This was used to argue that, in order to nurture good political and economic
relationships, powerful countries need free-market based economic systems. This was a concern

given that both the US and China have been moving away from this model.

On the other hand, it was argued that the idea of peace and integration should be decoupled,
with a focus on relationships based on correlation, not causation. The example of Western
Europe in the post-war period and the participation of the US in creating European peace can
be used to demonstrate this. After the end of the war, every western European country was
either partly occupied by or totally dependent on the US, enabling the US to make certain
decisions about those countries. The US was in favour of European peace, and wanted a united
Europe against the Soviet Union. Western Europeans were only partially agreed on the Soviet
threat, but most preferred a US-led system to the alternative. It was therefore not only
interdependence that brought peace, but rather the combination of Europeans’ efforts and the
state of the wider international relations system — namely the threat of Soviet confrontation,
the Marshall Plan, NATO — that forced Europeans to make peace. It was acknowledged that this
situation is quite different to the current US-China stand-off, however, as neither country is
superseded by a higher power, meaning that maintaining a peaceful relationship is a much

bigger challenge.

CONCLUSION

Many of the themes discussed at the roundtable pointed to the urgency of the crises humanity
currently faces, as well as the inadequacy of current measures. On the sustainability front,
speakers were clear that the target-setting approach of governments is useful, but insufficient
to meaningfully tackle climate change. Regarding trade, the Chinese threat was observed with
concern. Nevertheless, participants also discussed encouraging topics. The positive
conversations demonstrated the ability of corporations to contribute to the green transition,
especially given insufficient government action. They also showed how the development of new
technologies can help the world to face the climate crisis. Across all of the themes discussed, it

was made clear that collaboration and debate is the key to ensuring a brighter future.
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Session 1: Macroeconomic perspectives
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Governance issues on policy
/measures in response o
COVID-19 in Japan

Kelichire Kobayashi

Kelo University

Coordination Failure among
Government Agencies

| = Problem of Government Agencies in Japan
= Compartmentalized thinking

= (Clean their own backyard, but no care about
others

= They are very good at local optimization, but no
good at global optimization

= Coordination Failure
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Topics

» Fallacy of Composition on Fiscal Policy
= | cose Border Confrol

= Small number of cases of PCR Testing

Fallacy of Composition on Fiscal Policy

= oFwants to improve gov't budget balance
= MoFwants to cut expendifures on COVID-19, e.q., Fayment fo restaurants

= MHLW wants o continue shutdown on restaurant suificlently longer fo
reduce infection

= GivenMoF intention, MHLW cannot pay more to the restaurants

= Givenno more payment, restaurants resist to the shutdown policy and
MHLW has to [Iff the shutdown policy prermaturaly

= [nfection increasesagain
= Gov'flsforced to Impose shutdown policy again

= Fconomic costincreases and impares the government fiscal balance
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Extremely small number of cases of
PCR testing in Japan

COVID-19: Many asyrmptomatic patients

Incempleteinformation, i.e., uncertainty on who are infected = Shrinkage
in economic activity

PCR testing as economic policy: rectity incomplete informationand
revitalize economy
= Test negative is useful resull! We should implement PCR testing on everyonea!

Views of public health experts: purpose of PCR testing s to find patients
efficiently

= |miplementing PCR tests on evervens and getting many test negative results is
inefficient use of resources!

Public health experts strictly resists fo Increase the number of PCR festing.

= Thay never accept the idea of PCR teidding as economic policy, and inssts that
PCR test should be resticted for the medical purposes

Loose Boder Control

Alpha variant (December 14, 2020)
Japan shut down the entry of all forelgners on January 14, 2021

FMHLW resisted fo shut down the border, because they needed the sclentific
acdvice from the experts.

The experts did not give advice immediately because they needed time and
data to analyze the wariant.

Delta variant {India, late April, 2021)

Japan started isolafion of 10 days for entrants [Japanese and Japan residents]
from India on May 28, 2021

MHLW resisted fo make stringent isolation because they do not have sufficient
RUMaN resources? ¢
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Session 2: Digitalization and green growth
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“Challenge of the 100 years company ! ”

Tsuyoshi “Ted” Abe, Ph.D.

Sr. Vice president and General manager of Corporate
Marketing HQ

Chief Marketing Officer(CMO)
YOKOGAWA Electric Corp.

2021-09-30t

Co-innovating tomorrow YOKOGAWA ¥

Global Business Expansion and Innovation &

Global business expansion
109 subsidiaries and 3 affiliates in 60 countries

IR o 1983 Formed Yokogawa Hokushin Biecrio Co. 2002 fguired 100% of Ando
1082 SSgned a e assstancs soresma fo e irvah meraer W ol Sectrs Warks Slosti's
echusrid it wth PRI 1967
i,
Australia 1097

1980
Midkfle: East

Fuly digtal tranzmiter

2018 Acqured KB Asvanced
Technoiogies

Eurpe

YOKOGAWA ¢

Co-innovating tomorrow ™ B Yokogawa Eled

49



United Nations 2030 Agenda for Sustainable Development

Sustainable Development Goals related to Yokogawa's business

3 (00D HEALTH CLEAN WATER DECENT WOR AHDH
KD WELL-BEIND ECON DA GROWTH

e
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1 imone Il 12 e B0 13 i 17 s
AND FRODUCTION

Az ] CO

Co-innovating tomorrow ™

YOKOGAWA ¢

Challenges for Mankind 1

Cyber
Security

Water Food
Shortage || Shortage

Territ ‘: Financial Information
RlELL Collapse Explosion
L o

> o

Infectious Climate ‘ Systems
disease Change || Complexity
b >

ber 30, 2021 A&

(o-innovating tomorrow
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Four Steps toward ESG’s Commitments

’

YOKOGAWA

) Step 1 ) Step2 ) Step3 ) Stepd 4

Adapt our
Identify = i governance
CEPUNCIIES S Set clear climate, oty model to
systemic risks & SLIEBTETEE our organization peliomance
transformation mansgement &

disclosure

YOKOGAWA

Co-innovating tomorrow’

M

YOKOGAWA ¢

(o-innovating tomorrow *
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Naoaki Inayoshi, Consultant, The World Bank

Naoaki Inayoshi is a Consultant at the World Bank. He has extensive experience in designing and
managing various economic transformation programs in developing countries and formulating
international development policies at the international level. Prior to the World Bank, Naoaki worked
at Japan International Cooperation Agency (JICA). His most recent position was at JICA’s Myanmar
Office as an Economist/Representative for a private sector development program which included
upgrading industrial activities, improving investment climates, and promoting investment and trade in
Myanmar. Naoaki has also worked in the Ministry of Finance of Japan where he contributed to
strengthening the operational and organizational capacity of the World Bank Group. Naoaki holds a
BA in Economics from Waseda University, Japan, and MPA/International Development from Harvard

Kennedy School.
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Vanxay Sayavong

o e Vanxay Sayavong is currently a PhD candidate at the Graduate School of
P.s Economics, Waseda University. His research is mainly related to economic
integration such as the Belt and Road Initiative (BRI), poverty, technical

inefficiency, and illicit financial flows (IFFs) in the context of Laos. Before

his PhD study, he used to work as a researcher at the National Institute for

Economic Research (NIER) in Vientiane, Lao

Japan-Europe Forum 2021: The post-pandemic Outlook in Japan and
Europe

By Vanxay Sayavong, an observer

Introduction

The Japan-Europe forum held on 29-30 September 2021 and co-organized by Chatham
House and Japan Economic Foundation (JEF) provided a meaningful event for the
celebration of the 40™ anniversary of its establishment. Like early this year of Japan-US
forum, this forum was carried out online due to the spread of COVID-19. Nevertheless,
the forum still gave a fruitful discussion on the challenges of sustainable development for
Japan and Europe which is currently threatened by uncertainties and global change such
as the impact of COVID-19, rising of geographic political players, new Japanese prime
minister, and so on. This forum brought out the prominent experts from Japan as well as
Europe not only from the fields of academic or public but also the private sector to discuss
and exchange their ideas on the challenges and give their perspectives on various issues
including climate change, institution, the role of the central bank, small and medium
enterprises (SMEs), productivity, and fiscal policy to find out a way for improvement for
sustainable development as well as to strengthen the cooperation between Japan and
Europe under the new Japanese government.

This year's Japan-Europe forum gave three specific topics for discussion under the current
situation of COVID-19 into three sessions during 2 days which I think are very interesting.
The first session is the topic of the post-pandemic outlook in Japan and Europe:
Macroeconomic perspective. Session 2 is about the post-pandemic outlook in Japan and
Europe: Digitalization and green growth, and session 3 is related to Trade policy and
enhancement for inclusive growth. Overall, based on my observation, most of the
participants and guest speakers raised the issues of the spread of the pandemic coronavirus
disease and environment especially climate change as the major global challenges. To
address these challenges, it suggests that it should have a global cooperation mechanism
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not only among developed countries but also developing countries to define and
implement the future climate target. At the same time, private firms supported by the
government should play a key role to learn, adapt, and address the issue of pandemics and
climate change.

It is a good opportunity for me to attend this forum and receive updated information on
the macroeconomic policies in response to the problems of pandemics and climate change
from experts and other participants. Also, the discussion on inequality is interesting which
reflects the recent trend in Japan where the new Japanese prime minister Fumio Kishida
tries to address by encouraging private firms to raise the wages for employees/workers
and will be compensated in terms of lower corporate tax by the government. Though the
forum gave constructive discussion, the views are dominantly by academia and
government. Therefore, having more private sector and practitioners for discussion in the
forum is expected to provide more diverse perspectives and potential ways for
improvement. Furthermore, as the context in Japan but less in Europe is largely
deliberated in the forum, balancing the dialogue in the context of Japan and Europe should
be better for a lesson learned from each other. Since this forum provides useful
information and discussion, I have tried to summarize the key messages for each session
as much as possible. The details of the three sessions are summarized as follows.

Session 1: The post-pandemic outlook in Japan and Europe:
Macroeconomic perspective

Several disasters had appeared in history damaging the economy and leading to a crisis
such as the food crisis in the 1990s, however; the spread of pandemic coronavirus
(COVID-19) lasts longer for years and months than expected. One of the impacts of this
pandemic is on the labor productivity in Japan. Due to the spread of the pandemic, the
conventional working behavior changes from working in the workplace or office to
remote working or working from home. Under this circumstance, the productivity in
Japan is likely to be lower compared with Europe because the facility at home is better
and more flexible in Europe. Meanwhile, the wage gap is high in Japan which deteriorates
the income inequality based on the Gini index posting a challenge for the new
administration of the Japanese government.

The implementation of macroeconomic policies such as fiscal and monetary policy seems
to be so far in effect to contain the destructive impact of the pandemic on the global
economy as the world economic growth is still robust and stable with a forecast of 5-6%
this year and 3-4% for next year although there might be some countries affected severely.
However, the major concerns are rising such as high public debt and inflation. Besides,
the introduction of policies such as low-interest rates and subsidies could lead to the
inefficiency of the economy which consequently deteriorates the inequality, environment,
infrastructure, and productivity.

Though several governments introduced a massive economic stimulus package to recover
the economy, it generates higher inflation, inequality, and the use of cryptocurrencies.
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Fortunately, the work of preserving the environment is impressively in progress as the
global community has well adapted the energy and climate change policies such as
introducing the net-zero carbon in previous years. To push more effort for further progress,
the central bank can play some role through the financial mechanism or financial portfolio
to finance green business and infrastructure. Practically, the central bank can influence
the behavior of commercial banks and provides the initiatives such as introducing the
environmental standard on corporate bonds or cheap loans for environmentally friendly
investment. One example is in Europe where the European Union recently issued a green
bond of more than 13 billion dollars at the financial market to finance green investments
such as wind power plants and digitalization. On the other hand, the central bank should
try to modify the practice of their traditional economic forecast from short term (3-4
years) to long term forecast of 20-30 years by including climate change or environmental
projection. Yet, it is still questionable to the central bank how to compromise the monetary
policy such as inflation targeting of 2%, for instance, while addressing the climate change
issue at the same time.

For the fiscal policy under the pandemic situation since early 2020, the Ministry of
Finance in Japan would like to improve the fiscal balance by cutting its spending on
pandemics such as the payment to affected restaurants. On the other hand, the Ministry
of Health wants to shut down restaurants for as long as possible to prevent the spread of
coronavirus but can’t pay for the compensation to those restaurants due to the limited
budget restricted by the Ministry of Finance. As a result, the number of infections
appeared to be increased again which increased the economic cost and impair the fiscal
balance consequently. This result is generated by a coordination failure between the health
and other public agencies to deal with the pandemic in Japan. This failure is called
compartmentalized thinking or no care about others. With this regard, there is also a
concern that the government will fail again to address the issue of climate change
especially under the new Japanese prime minister who has the initial public support lower
than the previous prime minister, according to the a Nikkei-TV Tokyo poll. Therefore, it
would be better to find a way to address the coordination failure not only between
domestic agencies but also among international agencies for climate change as it is an
international issue and concern with multi-sectors across time as well probably next 100
years.

Session 2: The post-pandemic outlook in Japan and Europe:
Digitalization and green growth

Due to the global pandemic, firms are encouraged to adjust their business towards the
way of more sustainability than before and they should understand more about the impact
of the pandemic on the supply chain. As climate change deteriorates the environment, it
should have more discussion of being sustainable economy cutting the carbon emission
by 40% by 2030 at the upcoming COP26 meeting that is going to be held in the UK from

31% October-12" November this year. This target will be certainly implemented in
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European countries and Japan as leading actors. In particular, the use of coal should be
reduced in Japan. However, since there is currently less adaptation in the financial sector
for green business and investment, this would make the progress of reducing the use of
coal energy slow not only in Japan but also in other developed countries. As a result,
natural disasters such as fire and flooding occurred in developed countries such as
flooding in Western Germany in July this year. The impact of climate change also affects
food, energy security, and others which is difficult to predict while the effect of the
pandemic on the economy is still ongoing, everyone in the world should work together to
mitigate the impact while encouraging green growth via the use of innovation and
technology which is essential for the modern society 5.0. The private sector can play a
role in green growth. For instance, there is a private company, which is one of the leading
providers of Industrial Automation and Test and Measurement solutions, considers the
environmental issue into its business model and vision. Under the company’s vision, 4
steps are identified to address the climate issue, namely, (1) identify the opportunities to
contribute positively to the systemic risks &transformation, (2) set clear targets for
climate, nature, and equality, (3) identify innovation opportunities for the organization,
and (4) adapt the governance model to integrate into performance management and
disclosure. Thereafter, based on this evidence, it shows that private firms can play an
important role in reducing climate change and sustainable development. If so, there
should be a potential shift within the industries from fossil energy to renewable energy
industry or chemical energy to bioenergy industry. More importantly, the private sector
should be driven by the market demand sustainably while receiving support from the
government. On the other hand, the media can also play an important role to investigate
and disseminate information on the release of pollution by private firms. This implies that
the participation of all sectors including public, private, media, and among others is the
most effective way to reduce climate change.

In Asia, securing the energy market is challenging as it is largely influenced by the
competition among major power countries especially China and India to access renewable
energy to secure their energy market to feed their consumption of industries and
households. Therefore, the energy market could be highly fluctuated because of such
competition which leads to the shortage of electricity during the winter in many countries
such as China. Sometimes, the political conflict could make the energy market insecure.
The supply of gas to Europe, for instance, is used to be limited by Russia many times
such as in 2006 and 2008-2009. Recently this year, a high price of gas in Europe is
claimed because of Russia holding the supply which demonstrates the influence of

politics on energy and climate change.

Session 3: Trade policy and enhancement for inclusive growth
61



Japan implements the trade policy bases on the growth strategy by enhancing its effort to
protect the intangible sector including Research and Development (R&D), advanced
biotechnologies, semi-conductor industry, and among others to strengthen the
technological innovation and the stability of the supply chain. Besides, the growth
strategy also involves green, digitalization, and inclusive growth. Principally, Japanese
trade policy is free trade policy especially open indo-pacific, rulemaking, and
enforcement is rather important. The practice of subsidies and anti-measure is considered
inappropriate policies. Under the circumstance of the pandemic, Japan concerns about the
issue of inequality rather than about trade. This is because Japan doesn’t worry much as
it trades a lot with China where the growth of the Chinese economy is still robust.
However, if dependent too much on China, there might be a concern on the resilience of
the economy as in the case of political conflict. Therefore, it suggests that Japan should
diversify its global value chain (GVC). When thinking about China joining the free trade
agreement such as the Trans-Pacific Partnership (TPP), UK is encouraged to join as a
member of free trade to balance the bargaining power with China as the UK is interested
in economics and security. This is because there is a unilateral action between the US and
China after the Trump’s administration such as imposing the export sanction and new
export control law which hurt private firms. Nevertheless, free trade should be enhanced
since the freer trade is, the more economy can grow, the free market can be created
resulting in free movement of capital and more economic freedom is a way to stabilize
the politics and peace.

The challenge for Japan and Europe is not only climate change but also the demography
where the wealth of the young population is in the downward trend putting pressure on
the national pension scheme. Japan should learn the good practice and cooperate with
Europe on human resource development especially the investment in education or how to

encourage young people to take tertiary education since Japan has a shortage of graduates.
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1. Overall evaluation of Day One of the forum

Bl %
Satisfactory 70 :
20% :
Somewhat satisfactory 20
Somewhat 10
unsatisfactory
Unsatisfactory 0 70%
Il Satisfactory = Somewhat satisfactory

- Somewhat unsatisfactory 11 Unsatisfactory

2. Session 1 evaluation (Macroeconomic perspectives)

B %
Satisfactory 60
Somewhat satisfactory 30
Somewhat 10 30%
unsatisfactory -~ 60%
Unsatisfactory 0
I Satisfactory # Somewhat satisfactory
- Somewhat unsatisfactory |1 Unsatisfactory
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3. Did today's discussion contribute to your work/policy formation?

BAL %
Helpful 40
Somewhat helpful 50
Unbhelpful 10

Please give us your reasons for the above evaluation or any other comments.

+ The discussion topic was perhaps a bit too broad that the speaker's remarks and

questions jumped to various points which somewhat lost a consistency.

+ The Theme is very adaptable in this period and discussion would be useful.

+ Diversity of approaches was excellent

4. You are

e %
Business person 40
University lecturer 30
Researcher 10
Media 0
Government official 0
managing a non-profit 10

organization
PhD student 10

0%
i Helpful ~ Somewhat helpful 2 Unhelpful
10%._ .
10%
40%
10%_[

30%
|1 Business person # University lecturer
-~ Researcher I Media
I Government official T managing a non-profit organization

1 PhD student
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1. Overall evaluation of Day Two of the forum

Bl %
Satisfactory 70
Somewhat satisfactory 30
Somewhat 0
unsatisfactory
Unsatisfactory 0

L 70%

Il Satisfactory # Somewhat satisfactory

-~ Somewhat unsatisfactory 11 Unsatisfactory

2. Session 2 evaluation (Microeconomic perspectives: digitalization and green growth)

B 9%
Satisfactory 90
Somewhat satisfactory 10
Somewhat 0
unsatisfactory
Unsatisfactory 0

90%

11 Satisfactory 7= Somewhat satisfactory

~- Somewhat unsatisfactory |l Unsatisfactory
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3. Session 3 evaluation (Trade policy and enhancement for inclusive growth)

FEAM %
Satisfactory 70
Somewhat satisfactory 30
Somewhat 0 - 70%
unsatisfactory
Unsatisfactory 0 I Satisfactory # Somewhat satisfactory

- Somewhat unsatisfactory 11 Unsatisfactory

4. Did today's discussion contribute to your work/ policy formation?

B %
Helpful 70
Somewhat helpful 30 70%
unhelphul 0 /

11 Helpful = Somewhat helpful ~ unhelphul
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5. Did the outcome of this forum (Day One and Day Two) meet your expectations?

FEAM %
Higher than expected 10
As high as expected 90
As low as expected 0
Lower than expected 0

11 Higher than expected

.~ As low as expected

= As high as expected

Il Lower than expected

Please give us your reasons for the above evaluation or any other comments.

+ Great speakers and topics. There was nobody who dominated the session so I got to

hear from everyone. Really well structured and moderators were great too. I hope

there will be another forum like this again.

+ Today received a lot of information related to trade policies as political perspectives

in many countries respected to trade issue

+ High quality speakers and audience on some interesting topics

6. You are

e %
Business person 0
University lecturer 30
Researcher 30
Media 0
Government official 0
PhD student 10
Think tank 10
NGO staff 10
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Japan Economic Foundation (JEF)

Japan Economic Foundation (JEF) was established in July 1981 to

Japan Economic Foundation

deepen understanding between Japan and other countries through
activities aimed at promoting economic and technological exchange. ( JEF
commemorated its 40th anniversary in 2021.) With this goal in mind, JEF engages in a
broad range of activities; it provides information about Japan and arranges venues for
the exchange of ideas among opinion leaders from many countries in such fields as
industry, government, academia and politics in order to build bridges for international
communication and to break down the barriers that make mutual understanding
difficult.

URL: https://www.jef.or.jp

f(‘ CHATHAM The Royal Institute of International Affairs
‘_'A_ H OU SE (Chatham House)

Chatham House, home of the Royal Institute of International Affairs since 1920, is a
world-leading source of independent analysis, informed debate and influential ideas on
how to build a prosperous and secure world for all. Each year Chatham House hosts
around 350 events, including 20 one- or two-day conferences and numerous private
workshops and roundtable discussions. These bring together opinion formers and
decision-makers from public policy and business to present and debate new approaches
to global challenges.

URL: https://www.chathamhouse.org
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