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US-Japan Forum: Challenges for the Global

Economy and a Better Globalization

Friday, May 25, 9:00 am — 5:30 pm
Stein Room, The Brookings Institution, 1775 Massachusetts Ave, NW, Washington,
DC

Context for the Forum:

In recent years, a remarkable backlash against globalization has been observed in
many parts of the world. Britain voted to leave the EU. The U.S. administration has
an ‘America First’ slogan. Recent elections in France, Germany, and Italy show the
rise of public support for anti-globalization policies. At the same time, international
cooperation to address global challenges has seen major milestones through the
Addis Ababa Action Agenda, UN Sustainable Development Goals, and the Paris
Agreement on Climate Change. Moving towards a better globalization must address
three challenges. It must promote a revival of global growth and a recoupling of
growth with broad-based social advancement. It must foster innovation and the
development of technology while tackling any adverse effects on work and combating
rising inequality. It must deliver on the energy and climate agenda before the

window for limiting global warming to less than 2 degrees closes.
Agenda:
9:00 am- 9:30 am Coffee and Registration

9:30 am — 10:00 am  Welcome and Opening Remarks
* Homi Kharas, Interim Vice President & Director, Global
Economy and Development, Brookings Institution
+ Kazumasa Kusaka, Chairman and CEO, Japan Economic

Foundation



10:00 am — 11:45 am Session 1: A Better Globalization
Key questions:
- How do participants view the prospects for strong,
sustainable, balanced and inclusive growth against a

backdrop of decelerating productivity?

- What policy measures are needed to renew domestic social
compacts and tackle rising inequality?

- How can we restore trust and confidence in multilateral
cooperation and multilateral institutions to deliver on

better globalization?

Moderator: (5-7 min.)
* Homi Kharas, Interim Vice President & Director, Global

Economy and Development, Brookings Institution

Lead speakers: (8-10 min. each)

* Yoichi Otabe, Advisor, NEC Corporation, Former Vice
Minister for Economic Affairs in Japanese Ministry of Foreign
Affairs

- Jonathan Ostry, Deputy Director of the Research Department,
International Monetary Fund

» Martin Baily, Bernard L. Schwartz Chair in Economic Policy
Development, Brookings Institution

+ Marilou Uy, Director, Intergovernmental Group of Twenty-

Four on International Monetary Affairs and Development (G-
24)

Interactive discussion guided by the moderator (55-65 min.)
12:00 pm — 1:00 pm Luncheon

Speaker: Kemal Dervig, Senior Fellow, Global Economy and

Development, Brookings Institution



1:00 pm — 2:30 pm  Session 2: Future of Work

Key questions:

What are the implications of globalization, technological
change, and demographic transition for employment,
wages, and inequality?

What are the implications for skills and life-time learning?
How does the changing nature of work affect developing

countries’ development pathways?

Moderator: (5-7 min.)

Naoyuki Haraoka, Executive Managing Director, Japan

Economic Foundation

Lead speakers: (8-10 min. each)

2:30 pm — 2:45 pm

2:45 pm — 4:15 pm

Mayumi Fukuyama, General Manager, CIO, Technology
Management Center, Technology Strategy Office, Hitachi
Ltd. Research & Development Group

Shahid Yusuf, Chief Economist of The Growth Dialogue,

George Washington University School of Business

Darrell West, Vice President and Director, Governance
Studies, Brookings Institution

Indhira Santos, Senior Economist, Social Protection and
Labor Global Practice, The World Bank

Interactive discussion guided by the moderator (45-55 min.)

Coffee Break

Session 3: Energy and Climate

Key questions:

What are the prospects for and what actions are needed to
keep the global climate goal on track?

How can we accelerate the shift to low-carbon energy
systems taking advantage of rapidly developing

technologies?

How can policy support and financing from international

institutions help accelerate countries’ implementation of
NDCs?



Moderator: (5-7 min.)
* Kazumasa Kusaka, Chairman and CEO, Japan Economic

Foundation

Lead speakers: (8-10 min. each)
« Nathan Hultman, Director of the Center for Global

Sustainability and Associate Professor, University of
Maryland School of Public Policy

* Yoriko Kawaguchi, Fellow, Musashino Institute for Global
Affairs, Musashino University, Former Minister of Foreign
Affairs of Japan

- Amar Bhattacharya, Senior Fellow, Global Economy and

Development,
Brookings Institution

Interactive discussion guided by the moderator (45-55 min.)

4:15 pm — 4:30 pm Closing Remarks
- Kazumasa Kusaka, Chairman and CEO, Japan Economic

Foundation
- Amar Bhattacharya, Senior Fellow, Global Economy and

Development, Brookings Institution

4:30 pm — 5:30 pm Cocktail Reception
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Amar Bhattacharya Brookings Institution
Darrell West Brookings Institution
Homi Kharas Brookings Institution
Indhira Santos World Bank
Jonathan Ostry International Monetary Fund
Jun-ichiro Kuroda Embassy of Japan
Kazumasa Kusaka Japan Economic Foundation
Kemal Dervig Brookings Institution
Marilou Uy Intergovernmental Group of Twenty-

Four on International Monetary Affairs

and Development

Martin Baily Brookings Institution

Mayumi Fukuyama Hitachi Ltd.

Minji Jeong Brookings Institution

Naoyuki Haraoka Japan Economic Foundation

Nathan Hultman University of Maryland

Ryosuke Nakata JICA USA Office

Shahid Yusuf George Washington University
Takeshi Soda Ministry of Economy, Trade & Industry
Yoichi Otabe NEC Corporation

Yoriko Kawaguchi Musashino University
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Biographies of Panelists

Welcome and Opening Remarks

Homi Kharas

NGS  TrOKI

Interim Vice President & Director of Global Economy and

2 Development
BROO M 4

V ) Brookings Institution

Homi Kharas is the Interim Vice President and Director of the
Global Economy and Development program. In that capacity, he studies policies
and trends influencing developing countries, including aid to poor countries, the
emergence of the middle class, and global governance and the G-20. He has served
as the lead author and executive secretary of the secretariat supporting the High
Level Panel, co-chaired by President Sirleaf, President Yudhoyono and Prime
Minister Cameron, advising the U.N. Secretary General on the post-2015
development agenda (2012-2013). The report, “A New Global Partnership:
Eradicate Poverty and Transform Economies through Sustainable Development”
was presented on May 30, 2013. His most recent co-authored/edited books are The
Imperative of Development (The Wolfensohn Center at Brookings, 2017), The Last
Mile in Ending Extreme Poverty (Brookings Press, 2015), Getting to Scale: How to
Bring Development Solutions to Millions of Poor People (Brookings Press, 2013);
After the Spring: Economic Transitions in the Arab World (Oxford University Press,
2012); and Catalyzing Development: A New Vision for Aid (Brookings Press, 2011).
He has published articles, book chapters and opinion pieces on global development
policy, global trends, the global food crisis, international organizations, the G20,

the DAC and private philanthropy.

Kazumasa Kusaka
Chairman and CEO

Japan Economic Foundation

Kazumasa Kusaka has been Chairman and CEO of the Japan

Economic Foundation (JEF) since April 1, 2013, and is also a



Professor at University of Tokyo Graduate School of Public Policy. He previously
served for 36 years in Japan’s Ministry of International Trade and Industry (MITI),
rising to become vice-minister for international affairs in the reorganized Ministry
of Economy, Trade and Industry (METI) in 2004. During his long career in public
service, Kusaka was seconded to the International Energy Agency (IEA)/OECD
and was Japan’s senior official for Asia-Pacific Economic Cooperation (APEC). He
played a central role in Asia’s economic integration, promoting FTAs in the region
as well as serving as a senior official negotiating the Doha development agenda of
the WTO. He was head of Japan’s Energy Agency and held director-general
positions in technology and environmental policy in addition to trade and
investment-related areas within METI. He was also instrumental in finalizing the
Kyoto Protocol, and developing Japan’s energy and environment policies. Among
many other posts Kusaka has held are Special Adviser to the Prime Minister on
Global Warming, senior vice president of Mitsubishi Electric, executive adviser to

Dentsu Inc., and president of the Japan Cooperation Center for the Middle East.

Session 1. A Better Globalization

) Moderator: Homi Kharas
INGS: ~A0KI Interim Vice President & Director of Global Economy and
4 Development

BRODII=.7 b Brookings Institution

y
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See biography at page 1.

. Yoichi Otabe
Advisor, NEC Corporation
Former G8, G20 Sherpa

Mr. Yoichi Otabe is currently an Advisor at NEC Corporation.

- Prior to his current position, he served as the Ambassador
Extraordinary and Plenipotentiary, Permanent Mission of Japan to the
International Organizations in Geneva, during the period between 2011 and 2016.
Mr. Yoichi Otabe entered Ministry of Foreign Affairs of Japan in 1974. In his career



he served as the Director-General of Economic Affairs Bureau (G8 Foreign Affairs
Sous-Sherpa, 2007-2008), and Deputy Minister for Foreign Affairs (G8 ,G20
Sherpa, 2009-2010).

Jonathan Ostry
Deputy Director of Research Department

International Monetary Fund

Jonathan D. Ostry i1s Deputy Director of the Research

Department at the International Monetary Fund. His recent

1 AT

responsibilities include leading staff teams on: IMF-FSB Early
Warning Exercises on global systemic macrofinancial risks; vulnerabilities
exercises for advanced and emerging market countries; multilateral exchange rate
surveillance, including the work of CGER, the Fund’s Consultative Group of
Exchange Rates, and EBA, the External Balance Assessment; international
financial architecture and reform of the IMF’s lending toolkit; capital account
management (capital controls and prudential tools to manage capital inflows) and
financial globalization issues; fiscal sustainability issues; and the nexus between
income inequality and economic growth. Past positions include leading the division
that produces the IMF’s flagship multilateral surveillance publication, the World
Economic Outlook, and leading country teams on Australia, Japan, New Zealand,
and Singapore. Mr. Ostry is the author/editor of a number of books on international
macro policy issues, including, Taming the Tide of Capital Flows (MIT Press, 2017),
and numerous articles in scholarly journals. His work has been widely cited in
print and electronic media, including the BBC, the Economist, the Financial Times,
the Wall Street Journal, the New York Times, the Washington Post, Business Week,
and National Public Radio. His work on inequality and unsustainable growth has
also been cited in remarks made by President Barack Obama. He earned his B.A.
(with distinction) from Queen's University (Canada) at age 18, and went on to earn
a B.A. and M.A. from Oxford University (Balliol College), and graduate degrees
from the London School of Economics (M.Sc., 1984) and the University Chicago
(Ph.D., 1988). He is listed in Who's Who in Economics (2003).



Martin Baily

Bernard L. Schwartz Chair in Economic Policy Development,
Senior Fellow

Brookings Institution

Baily re-joined Brookings in September 2007 to develop a
program of research on business and the economy. He is studying productivity
growth, retirement, and financial regulation. He is a Senior Advisor to the
McKinsey Global Institute and to the Albright Stonebridge Group. He is a member
of the advisory panels of the Committee on KEconomic Development, and
Macroeconomic Advisers. In August 1999 Dr. Baily was confirmed as Chairman of
the Council of Economic Advisers. As Chairman, Dr. Baily served as economic
adviser to the President, was a member of the President’s Cabinet and directed the
staff of this White House agency. He completed his term as Chairman on January
19, 2001. Dr. Baily previously served as one of the three Members of the President’s
Council of Economic Advisers from October 1994 until August 1996. Baily was a
member of the Squam Lake Group of financial economists and a Director of The
Phoenix Companies of Hartford CT from 2005-16. He was the co-chair of the
Financial Regulatory Reform Initiative of the Bipartisan Policy Center, and an
adviser to the Congressional Budget Office from 2006-09. Dr. Baily was a Principal
at McKinsey & Company from September 1996 to July 1999. From 2001 to 2007
he was a Senior Fellow at the Peterson Institute where he published books on the
European economy and on pension reform. Baily was the co-chair of the Taskforce
on Financial Reform convened by the Pew Charitable Trusts. Dr. Baily earned his
Ph.D. in economics in 1972 at the Massachusetts Institute of Technology. After
teaching at MIT and Yale, he became a Senior Fellow at the Brookings Institution
in 1979 and a Professor of Economics at the University of Maryland in 1989. He is
the author of many professional articles and books, testifies regularly to House and

Senate committees and is often quoted in the press.

Marilou Uy
Director
Intergovernmental Group of Twenty-Four on International

Monetary Affairs and Development

Marilou Uy is Director of the Intergovernmental Group of



Twenty-Four on International Monetary Affairs and Development (G-24). Prior to
that, she was the Senior Adviser to the Managing Director at the World Bank.
While at the World Bank, she also served as Sector Director for the Africa Financial
and Private Sector Development Department from 2007 to 2011 and Director of
the Financial Sector Operations and Policy Department in the Financial Sector
Vice-Presidency as well as Chair of the Financial Sector Board from 2002 to 2007.
Since joining the World Bank in 1985 as part of the Young Professionals Program,
she has worked on financial sector and private sector development in Latin
America, Middle East, South Asia, and Africa, and globally. She was also part of
the Development Economics Group’s research team that prepared “The East Asian
Miracle” in 1991, in which she focused on financial sector issues, together with
Joseph Stiglitz. Ms. Uy pursued her graduate studies in economics and finance at

the University of California, Los Angeles.

Luncheon

Speaker: Kemal Dervis
Senior Fellow

Global Economy and Development, Brookings Institution

Kemal Dervis is a Senior Fellow and the Edward M. Bernstein

Scholar with the Global Economy and Development program at

the Brookings Institution in Washington, D.C. He was formally the Vice President
of the Brookings Global Economy and Development program, Executive Head of
the UNDP, member of the Turkish Parliament, and Minister for Economic Affairs
and the Treasury of the Republic of Turkey, responsible for Turkey's recovery
program after the devastating financial crisis of February 2001.Dr. Dervis earned
his Bachelor’s (First Class Honours) and Master’s Degrees (with Distinction) from
the London School of Economics, and his Ph.D. from Princeton University. He has
published several books and articles in academic journals as well as current affairs
publications in English, Turkish, French, and German, on topics ranging from
mathematical models of economic growth to macroeconomic policy, social mobility,
international trade, European affairs, global governance, and climate change.
Recent books include a collection entitled Reflections on Progress, Essays on the
Global Economy published by the Brookings Press in July 2016; Inequality in
America: Facts, Trends, and International Perspectives (2012) co-authored with
Uri Dadush and others; Europe’s Crisis, Europe’s Future (2014) co-edited with



Jacques Mistral; and G20 at Five: Time for Strategic Leadership (2014) co-edited
with Peter Drysdale. Dr. Dervis also has a monthly column published in many
languages in newspapers around the world through Project Syndicate.

Session 2. Future of Work

Moderator: Naoyuki Haraoka
Executive Managing Director

Japan Economic Foundation

Born in Tokyo in 1955. After graduating the University of Tokyo
in 1978 (Bachelor of Economics), he joined MITI (Ministry of

International Trade and Industry) of Japanese government.

Having been posted in the industrial policy section and the
Iinternational trade policy section for a few years, he was enrolled in a two year
MPA (Master of Public Administration) programme at Woodraw 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 MITI
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 MITI 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 and joined JEF as Executive Managing Director.



Mayumi Fukuyama

General Manager, CIO, Technology Management Center,
Technology Strategy Office

Hitachi Ltd. Research & Development Group

Mayumi Fukuyama is currently General Manager and CIO
Technology Management Center, Technology Strategy Office, Research &
Development Group of Hitachi, Ltd. Fukuyama joined the Mechanical Engineering
Research Laboratory at Hitachi, Ltd. in 1987 after completing her B.Sci. at the
Kyoto university. She began her research career in mechanical engineering of
power plants and worked on the research and development of reliability technology
for societal infrastructure. Appointed General Manager of the Mechanical
Engineering Center, Hitachi Research Laboratory in 2014, and took her current
position in 2015. Fukuyama received her Ph.D. in engineering from the University
of Tokyo in 2002. She is a member of the Science Council of Japan and the
Engineering Academy of Japan. She is a fellow of the Japan Society of Mechanical

Engineering.

Shahid Yusuf
Chief Economist of The Growth Dialogue

George Washington University School of Business

Shahid Yusuf is currently Chief Economist of The Growth
Dialogue at the George Washington University, School of
Business in Washington DC; a Non-Resident fellow of the Center for Global
Development in Washington DC; and Adjunct Professor at the Paul H. Nitze School
of Advanced International Studies, Johns Hopkins University. He holds a Ph.D. in

Economics from Harvard University, and a BA in Economics from Cambridge

University. Prior to joining the Growth Dialogue, Dr. Yusuf was on the staff of the
World Bank. During his 35 year tenure at the World Bank, Dr. Yusuf was the team
leader for the World Bank-Japan project on East Asia’s Future Economy from
2000-2009. He was the Director of the World Development Report 1999/2000,
Entering the 21st Century. Prior to that, he was Economic Adviser to the Senior
Vice President and Chief Economist (1997-98), Lead Economist for the East Africa
Department (1995-97) and Lead Economist for the China and Mongolia
Department (1989-1993). Dr. Yusuf has written extensively on development issues,
with a special focus on East Asia and has also published widely in various academic
journals. He has authored or edited 30 books and monographs on industrial and

urban development, innovation systems and tertiary education, many of which



have been translated into a number of different languages. His publications
include: China and the Global Economy; Development Economics through the
Decades; Economic Challenges for Korea (co-authored with Danny Leipziger and
Carl Dahlman); Tiger Economies under Threat (co-authored with Kaoru
Nabeshima,); Two Dragonheads: Contrasting development paths for Beijing and
Shanghai (co-authored with Kaoru Nabeshima; and Some Small Countries Do It
Better: Rapid Growth and its Causes in Singapore, Finland and Ireland (co-
authored with Kaoru Nabeshima). Dr. Yusuf lives in the Washington DC area and

consults with a number of organizations.

| Darrel West

Vice President and Director, Governance Studies

- ~ Brookings Institution

‘ Darrell M. West is the Vice President of Governance Studies and
Director of the Center for Technology Innovation at the
Brookings Institution. He holds the Douglas Dillon Chair in Governance Studies.
Previously, he was the John Hazen White Professor of Political Science and Public
Policy and Director of the Taubman Center for Public Policy at Brown University.
His current research focuses on technology policy, artificial intelligence, and data
analytics. West is the author of 23 books including The Future of Work: Robots,
AI, and Automation (Brookings, 2018); Megachange: Economic Disruption,
Political Upheaval, and Social Strife in the 21st Century (Brookings, 2016),
Billionaires: Reflections on the Upper Crust (Brookings, 2014), Digital Schools
(Brookings, 2012), The Next Wave: Using Digital Technology to Further Social
and Political Innovation (Brookings, 2011), Brain Gain: Rethinking U.S.
Immigration Policy (Brookings, 2010), Digital Medicine: Health Care in the
Internet Era (Brookings, 2009), Digital Government: Technology and Public Sector
Performance, (Princeton University Press, 2005), and Air Wars: Television
Advertising in Election Campaigns (Congressional Quarterly Press, 2013), among
others. He is the winner of the American Political Science Association’s Don K.
Price award for best book on technology (for Digital Government) and the
American Political Science Association’s Doris Graber award for best book on
political communications (for Cross Talk). His books have been translated into
Chinese, Japanese, and Korean, and he has delivered nearly 150 lectures in a
dozen different countries, including China, Japan, Russia, Taiwan, Mexico, Brazil,
Germany, Netherlands, Portugal, Turkey, Bahrain, and the United States, and has
been quoted in leading newspapers, radio stations, and national television
networks around the world.



Indhira Santos
Senior Economist, Social Protection and Labor Global Practice
The World Bank

Indhira Santos i1s a Senior Economist at the World Bank.

Currently, she is part of the World Development Report
(“Internet for Development”) team. She is part of the Social Protection and Labor
Global Practice. Before the WDR assignment, she worked in the Europe and
Central Asia Region. She specializes on labor market issues and skills development
for employment. Previously, she worked on similar issues in the South Asia Region.
She joined the Bank in 2009 through the Young Professionals Program. Between
2007 and 2009, she was a Research Fellow at Bruegel, a European policy think-
tank in Brussels. Previously, she was Researcher at the economic research center
of PUCMM University and worked for the Ministry of Finance. She has also
worked for the central Bank of Turkey. She holds a PhD in Public Policy from the
Kennedy School of Government at Harvard University, with a specialization in

economic development and public economics.

Session 3. Energy and Climate

Moderator: Kazumasa Kusaka
Chairman and CEO

Japan Economic Foundation
See biography at page 2.

Nathan Hultman
Associate Professor; Director, Center for Global Sustainability

University of Maryland School of Public Policy

Nathan Hultman is Director of the Center for Global

Sustainability and Associate Professor at the University of

Maryland School of Public Policy. He is also a nonresident Senior Fellow at the
Brookings Institution, and Associate Director of the Joint Global Change Research
Institute, a collaboration between the University of Maryland and the Pacific
Northwest National Laboratory. From 2014-2016, Hultman worked at the White

House on the Obama Administration’s climate and energy policy team. During this



time, he helped develop the US 2025 climate target, worked on U.S. bilateral
engagements with China, India, Brazil and others, and participated in the
international climate negotiations in Lima and Paris. His research focuses on
national climate target-setting and assessment, U.S. emissions mitigation policy,
energy technology transitions in emerging economies and international climate
policy. He has participated in the UN climate process since the Kyoto meeting, and
1s a contributing author to the IPCC Fifth Assessment Report and Special Report
on Renewable Energy. He is currently co-chair of the America’s Pledge 2018 Report.
Hultman was formerly a visiting fellow at the University of Oxford, assistant
professor at Georgetown University, Fulbright fellow and NASA Earth Systems
Science Fellow in climate sciences. He holds an M.S. and Ph.D. in Energy &
Resources from the University of California, Berkeley and a B.A. in Physics from
Carleton College.

Yoriko Kawaguchi
Fellow, Musashino Institute for Global Affairs
Musashino University

Yoriko Kawaguchi is Visiting Professor at Musashino University,
and Fellow at Musashino Institute for Global Affairs. She also is
Distinguished Fellow of Tokyo Foundation for Policy Research.

Prior to this, Ms. Kawaguchi was Professor at Meiji University and the Institute
for Global Affairs, Meiji University from 2013 to 2018; Member of the House of
Councilors (Upper House, elected) for the Liberal Democratic Party from 2005 to
2013; Special Adviser to the Prime Minister of Japan on foreign affairs from 2004
to 2005; Minister for Foreign Affairs from 2002 to 2004 and Minister of the
Environment from 2000 to 2002. Ms. Kawaguchi received Master of Philosophy
in Economics from Yale University and BA in International Relations from Tokyo
University. Ms. Kawaguchi was awarded the Order of the Grand Cordon of the
Rising Sun in May 2017, Star of Jerusalem by Palestinian National Authority in
October 2010 and Wilbur Cross Medal by Yale University in October 2008. Ms.
Kawaguchi co-edited and co-authored a book titled, Future View of the Asia-Pacific
— Networked Hegemony (Tokyo: Chuokeizai-sha, Inc.) published in Japanese in
August 2017. It is on the question of whether Asia-Pacific can thrive peacefully in
coming years with a focus on the "actors" to lead the regional order and the

"structure."



Amar Bhattacharya
Senior Fellow, Global Economy and Development
Brookings Institution

Amar Bhattacharya is Senior Fellow at the Global Economy and

Development Program at Brookings Institution. His focus
areas are the global economy, development finance, global governance, and the
links between climate and development including on the role of sustainable
infrastructure. His latest major publication is a report on Delivering on
Sustainable Infrastructure for Better Development and Better Climate. From
April 2007 until September 2014 he was Director of the Group of 24, an
intergovernmental group of developing country Finance Ministers and Central
Bank Governors. Prior to taking up his position with the G24, Mr. Bhattacharya
had a long-standing career in the World Bank. His last position was as Senior
Advisor and Head of the International Policy and Partnership Group. In this
capacity, he was the focal point for the Bank’s engagement with key international
groupings and institutions such as the G7/G8, G20, IMF, OECD and the
Commonwealth Secretariat. He completed his undergraduate studies at the
University of Delhi and Brandeis University and his graduate education at

Princeton University.

Closing Remarks

Kazumasa Kusaka
Chairman and CEO
Japan Economic Foundation

See biography at page 2.

Amar Bhattacharya
Senior Fellow, Global Economy and Development

Brookings Institution
§ See biography at page 9.
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Summary of the Conference

Context for the Forum:

In recent years, a remarkable backlash against globalization has been observed in
many parts of the world. Britain voted to leave the EU. The US administration has
an ‘America First’ slogan. Recent elections in France, Germany, and Italy show the
rise of public support for anti-globalization policies. At the same time,

International cooperation to address global challenges has seen major milestones



through the Addis Ababa Action Agenda, UN Sustainable Development Goals, and
the Paris Agreement on Climate Change. Moving towards a better globalization
must address three challenges. It must promote a revival of global growth and a
recoupling of growth with broad-based social advancement. It must foster
innovation and the development of technology while tackling any adverse effects
on work and combating rising inequality. It must deliver on the energy and climate

agenda before the window for limiting global warming to less than 2 degrees closes.

Welcome and Opening Remarks
Speakers:

* Homi Kharas, Interim Vice President & Director, Global Economy and
Development, Brookings Institution

+ Kazumasa Kusaka, Chairman and CEO, Japan Economic Foundation

Summary of remarks:

The world is facing rapid change and many urgent challenges. The stock of
infrastructure will be more than double over the next fifteen years. Urban
population is rapidly increasing. Employment growth has not yet been able to catch
up a demographic boom in Africa. We are seeing a situation of very low productivity
growth. Decoupling of growth from carbon emissions is another challenge. We need
long-term solutions for energy and climate. Low inflation, low real interest rates

and technological advances give us a window of opportunity, but it is rapidly closing.

Globalization was suggested as a way to invigorate productivity, but it creates its
own problems. Growth is becoming uncoupled from social stability. The share of
capital is growing in national income as well as inequality in wages. We only see a
small number of local workers in factories. In his book, A Better Globalization,
Kemal Dervig concluded that it is important to look at the politics of globalization
together with the economic forces (Dervis, 2005). All of us have to pursue a better

globalization, but the question is “better for whom?”

We need speedy change, but speed can cause anxiety. We are in a period where
policymakers are trying to slow things down because they fear the backlash from
too rapid change. The world has seen tremendous changes in the last three years

with the rise of populism and anti-globalism. We are facing a new style of



governance and international concerns over protectionism. We are perplexed as to
what is the Trump phenomenon and whether a single leader can make a difference
for better or worse.

Many potential solutions require more global cooperation. There is a need to
mobilize various players both domestic and global in an inclusive manner, and not
only economically, but also politically and socially as well. No government alone
can deliver the climate goals and at the same time, no single president can stop
the progress. In the history of the G7, the leaders with limited political capital in
a democratic system needed an international agreement for domestically
unpopular measures for their angry domestic constituencies to pass the necessary
policy package. We need like-minded players and the software to wisely utilize
them.

However, global cooperation has become difficult as we are in a period of high
dispersion of global economic power among many countries including emerging
economies. Economic concentration will grow again towards a G2 or G3, but the
new configuration—the US, China, and India—do not constitute a like-minded
group. Therefore, they may not see eye-to-eye on solutions and may be tempted to

view solutions in relative political power terms rather than in economic terms.

Session 1: A Better Globalization
Key questions:

* How do participants view the prospects for strong, sustainable, balanced and
inclusive growth against a backdrop of decelerating productivity?

« What policy measures are needed to renew domestic social compacts and tackle
rising inequality?

* How can we restore trust and confidence in multilateral cooperation and

multilateral institutions to deliver on better globalization?

Moderator:

Homi Kharas, Interim Vice President & Director, Global Economy and

Development, Brookings Institution



Lead speakers:

* Yoichi Otabe, Advisor, NEC Corporation, Former Vice Minister for Economic
Affairs in Japanese Ministry of Foreign Affairs

« Jonathan Ostry, Deputy Director of the Research Department, International
Monetary Fund

« Martin Baily, Bernard L. Schwartz Chair in Economic Policy Development,
Brookings Institution

* Marilou Uy, Director, Intergovernmental Group of Twenty-Four on
International Monetary Affairs and Development (G-24)

Summary of discussion-

There are momentous changes in prospect for the global economy. We will put in
place more new infrastructure than the entire stock of infrastructure today in the
next 10-15 years. We are entering into a period of peak urbanization. More people
are moving to cities than ever before in history. This is the last big growth spurt of
people largely in African continent. With all of these trends, we have a window
that pushes us to get things right, which will close in more or less a 15-year time

frame.

Given the urgency of the challenges, the answer is not to slow down the process of
globalization but to steer it in a way that we can tap its benefits and manage its
risks. This leads to some practical questions on the forces of global changes such
as productivity growth, rising inequality, the growing role of developing countries,

and the challenges of debt sustainability.

Slowing productivity growth has been a concern due to its importance in driving
economic growth. The slowdown has been associated with the global financial crisis,
but there is some debate whether the slowdown in productivity growth occurred
prior to the crisis. In the United States, the slowdown of productivity is
attributable to the manufacturing sector, especially high-tech part of
manufacturing. Manufacturing is no longer a big part of the economy but its
contribution to productivity growth has still been very large. The high-tech part of
manufacturing contributed disproportionately to growth in 1990s, but then slowed
down, dampening overall productivity growth. It is much harder to make rapid
transformation in the service industries than it is in the manufacturing industries.

Importing technology and production methods is easier in manufacturing than in



services. Another reason for the slowdown is the end of the surge in productivity
growth in the wholesale and retail sectors from the rapid growth in 1990s. Online
retailers such as Amazon did not produce big productivity gains because their
disruptive effects have overwhelmed the positive contribution to productivity.
Weak aggregate demand was also a contributing factor to slow productivity growth
(Remes et al., 2018).

Against this backdrop, the US did not follow conducive macroeconomic policies to
support growth. When the economy is at full employment, a big fiscal expansion is
not necessary and could eventually lead to a debt crisis. History shows us that tax
increases do not hinder economic growth. We need workforce policies because the
workforce is changing and the future of work is different. We need policies to
enhance the skills of lower skill workers. This is essential to have both more

inclusive growth and faster growth.

Technology is expected to have an important but uncertain impact on productivity
growth. There are contrasting views exist on the prospect of productivity growth
related to technology. One view is that we have already collected the low hanging
fruit; therefore, it is harder to come up with new ideas (Bloom et al., 2017). Given
the way that productivity has decelerated in the last few years, this argument gets
a lot of force. The other view is more optimistic: technology will continue to develop
and change society (Mokyr, 2014). We may not get back to the golden era—the
period after World War II, but it does not mean that we do not expect somewhat
faster productivity growth going forward. We will have faster growth ahead
because the impact of digital technologies will gradually spread through the
economy. Technology is causing disruptions and the productivity payoff may

eventually come.

Another key question is the impact of globalization and technology on inequality.
Trade and technology have received much attention as the drivers of inequality,
but financial globalization which has not drawn as much attention has also played
an important role in driving growing inequality at the national and global levels.
An economic analysis of both the aggregate and distributional effects of financial
globalization shows that financial globalization’s pie-enhancing effects are limited
but the distributional effects are quite salient (Furceri et al., 2018). Going for
growth and assuming that distributional inclusion will look after itself is quite a

dangerous gamble.



Financial globalization needs to be a part of the discussion of the benefits and costs
of globalization. It is necessary to look at the aggregate and distributional effects
of all the policies we recommend at the same time. We need to consider policies
where growth can be enhanced and the equity cost can be reduced. A range of
complementary policies to manage globalization including so-called trampoline

policies such as job training and assistance with search need to be considered.

Developing countries face different impacts from global changes than advanced
economies. For many developing countries, the key question is how to actually gain
access to technology and how best to harness technology for growth. Many
countries are experiencing worsening inequality, inadequate job creation and
increased unemployment among the youth. The concerns about inequality are
coupled with how to create more employment and how to protect those adversely
affected by technological change. National policies will matter, but there is also the
question about the role of the multilateral community in supporting much better
technological diffusion and helping countries create the conditions to tap the

opportunities from technological change.

For the financing of development, domestic resource mobilization in developing
countries is crucial. In addition to domestic tax reform efforts there is a need for
effective international tax cooperation. There is progress being made on
International tax cooperation but more needs to be done to hear the voice and
concerns of developing countries in setting rules and to build the system in a way
that developing countries can collect their fair share of global tax revenues.
Multilateral development banks should play a catalytic role in mobilizing
financing not only in low-income countries but for the whole set of emerging

market and developing countries.

The sustainability of debt is a key challenge for financing of development. Given
their huge financing needs, developing countries need to necessarily rely on the
use of debt. If debt i1s used properly and effectively, it will pay for itself, but the
problem is that little is known whether it is being invested in the projects that
would yield commensurate returns. The global community needs to assess better
what 1s happening to debt, how debt sustainability can be achieved, what more
could official sector and the creditor community can do to exercise more
responsibility and put in place mechanisms that would promote more resilience in
the debt structures of countries, and improve creditor coordination and

responsibilities when lending to developing countries.



The trends and forces of global changes differ depending on the circumstances.
Frontier firms face different problems from the rest of the firms. Manufacturing
has different challenges from service industry. Developing countries face different
circumstances than advanced economies. With all these kinds of differences,
multilateral cooperation is not something that can be discussed in the aggregate
and in the abstract. We need to make policy choices that push forward global

cooperation recognizing the differences across the different parts of the system.

Luncheon Talk
Speaker:

Kemal Dervig, Senior Fellow, Global Economy and Development, Brookings

Institution

Summary of talk:

We are in a very difficult phase and a very new phase. There are five elements that

make the current world and globalization difficult.

First, there is fundamental structural change underway in terms of national
weights of the world economy. Globalization started in 1990s when the Soviet
Union and its satellites opened up to the global markets in a market-oriented way.
The US became all powerful in many ways. It was also the period when the
convergence process of developing countries with advanced economies really
started. If we look at the world today, and compare it to the early 1990s, we truly

have a multipolar world in several aspects.

China rivals the US as an economic power, and projections are that China will
continue to grow much more rapidly. China will become preeminent in the next 10
to 20 years if there will be no major crisis in China. We still have Russia as a
military power. If we take into account military power and military activity, Russia
1s definitely one of the big guys. The European Union is still larger economy than
the US. It is an actor that sometimes is able to act in a united way, but sometimes
not. The US remains the fourth pole but in a more multipolar world. When we
think of global governance, we have a very different basic architecture in terms of
nation states than we had before. When we discuss the IMF, the World Bank, G20,
G7, and the WTO, we have to remember that this is against the background of a



much more multipolar world.

Second, in terms of trade and regulation, most of the easy trade liberalization has
been done. Tariffs have been reduced everywhere substantially. The whole topic of
trade negotiation has to do much more with regulation and behind-the-border
issues. This is fundamental difference from the trade negotiations we had before
because it has to do with issues which nation states believe are their domain. The
next step has to do with regulation than traditional trade policy, and it will be
much more difficult. One issue is how much uniformity in regulation is needed in
the global economy. There are valid and legitimate differences in preferences
among countries regarding privacy, income distribution, and the role of the state.
What will be needed is to take account of these preferences. However, it cannot go
so far as to fragment the whole global economy into separate sub-economies that
are regulated in different ways. We must find the right balance between trying to
respect preferences while ensuring that the global market does not suffer from too

much segmentation.

Third, there have been fundamental changes in the cost curves in important
activities. Many of the tech giants tend to be natural monopolies as their cost
curves or the fixed costs are very high but marginal cost is very low. To regulate
this kind of cost structure is much more difficult than to regulate the firms which
have more traditional cost curves with marginal costs that are not close to zero.
There is no easy answer. This point is interlinked with the trade and regulation
point. What kind of competition policy do you try to impose with these kinds of cost
curves? Do we try to facilitate entry? What if the fixed costs are very high?

Fourth, consumer surplus is much larger than it used to be. When we look at the
welfare of economy as opposed to GDP, we must look at consumer surplus.
Consumer surplus today is extremely large in many of the new sectors. Many
sectors are more differentiated and require a more tailored approach. It is not easy

to find a way to regulate markets where consumer surplus plays a big role.

The fifth point is that the more open an economy wants to be, and the more
competitive it wants to be internationally, the more social solidarity is needed
nationally (Rodrik, 1998). Emmanuel Macron, who went all out for openness and
for international cooperation, will have to link his liberalizing policy package with
a policy package of social solidarity. The idea of a universal basic income is to have

a system of national solidarity. This is an interesting approach because it combines



the protection of an individual with the ability of the individual to be very mobile,
to go from one job to another, from one town to another.

These changes show how different will be the world that we are heading towards,
and how difficult it will be to elaborate policies at the national level and at the
international level. One does not have to internationally regulate unless there are
spillover effects. However, the spillover effects are very important, and are
becoming more important. New technology demands new insights in terms of
spillover and interactions. We have to find a way to deal with data management
and data privacy, which respects national preferences and is globally workable.

International cooperation will be extremely important due to spillovers.

The next 10 years will be a period that humanity will try to find new institutions
or adapt existing institutions to these new challenges. Japan and the US are still
very important in this game. I am not very optimistic for the coming few years
because of neo-nationalism in many places. Bringing big international issues in
front of the local voters and hoping to get some mileage is extremely difficult. I
hope it will not take a big bad event to wake up people to the need for stronger
global cooperation. The most intriguing force is the new nature of production of
cost curves and of consumer surplus, and how that will influence regulation, both

nationally and internationally.

Session 2: Future of Work
Key questions:

« What are the implications of globalization, technological change, and
demographic transition for employment, wages, and inequality?

« What are the implications for skills and life-time learning?

* How does the changing nature of work affect developing countries’

development pathways?

Moderator:

Naoyuki Haraoka, Executive Managing Director, Japan Economic Foundation



Lead speakers:

¢ Mayumi Fukuyama, General Manager, CIO, Technology Management Center,
Technology Strategy Office, Hitachi Ltd. Research & Development Group

» Shahid Yusuf, Chief Economist of The Growth Dialogue, George Washington
University School of Business

« Darrell West, Vice President and Director, Governance Studies, Brookings
Institution

* Indhira Santos, Senior Economist, Social Protection and Labor Global Practice,
The World Bank

Summary of discussion-

There are two major trends underway with important implications for employment,
wages, and inequality. The first trend is technological innovation. Robots, artificial
intelligence, algorithms, and automation are changing work in many sectors. The
second is a shift in business models. We are observing a reliance on temporary
workers, the introduction of lean management styles, and a management approach

based on flattening organizations.

If we make the right economic and political reforms, we could end up in a great
place by 2050. History shows that it is possible. The United States underwent a
similar “revolution” when it moved from an agrarian to an industrial economy. A
series of both economic and political reforms enabled it to end up in a better
position after several decades of chaotic change. Economic reforms included the
establishment of the social security system, unemployment insurance, expansion
of the education system, and political reforms included expansion of the electorate

and the constitutional amendment for the legalized income tax.

To deal with the current challenge, America has to move from individual
responsibility to social responsibility, and to make sure that people are not left
behind in the transition to the digital economy. We have several policy levers for
this including worker retraining and lifetime learning. A more radical lever is a
solidarity tax, a one percent wealth tax on the top one percent of Americans in
terms of wealth (West, 2018). The current political system is not equipped for this,

but a series of policy reforms would enable this change.

Digital transformation has become a feature of the industrial economy in many

countries with the digitalization of industrial and social infrastructure



accelerating throughout the world. The government of Japan has put forward a
concept called Society 5.0, which is a new human-centered society while resolving
social 1ssues such as labor shortage and increasing social security cost. In last year,
the reforms to achieve Society 5.0 were adopted by the cabinet. The five pillars of
Society 5.0 are healthcare/medical/nursing care, mobility, production,
infrastructure and urban development, and finance. Against this backdrop, the
Hitachi Group developed a digitized system to improve workers’ happiness based
on the data. The test of the system confirmed that Al-based advice given to
participants contributed to livelier workplace. This shows the positive side of

digital technology.

Unlike Japan’s optimistic view on technology, many other countries, especially
developing countries, however, have not positioned themselves to take the full
advantage of the opportunities that new technologies offer. It is doubtful whether
“the great convergence” is likely to occur quickly (Baldwin, 2016). Baldwin
suggests that the new globalization is driven by information technology, which has
significantly reduced the cost of moving ideas across borders. However, some
factors make us wonder whether this will happen. First, growth in trade, especially
merchandise trade has slowed, and there is no anticipation of a substantial
acceleration of trade. Second, new trade barriers are springing up and this will be
an additional brake on the growth of trade. Third, there is a much greater
likelihood of increased localization. Much more production will be concentrated in
a few countries. Associated with that is the desire of greater customization of
products. Automation will help in this regard. Lastly, advanced economies have

the desire to try and safeguard manufacturing.

The benefits of new technologies are not going to developing countries. The share
of manufacturing in GDP in Ethiopia, Kazakhstan, Pakistan, and South Africa has
been flat or on the way down in recent years. What can these countries do to
reverse this trend? Finding manufacturing niches is one approach but difficult to
achieve in a fast-changing world. The use of digital technology in agriculture can
provide opportunities for growth, but it will displace many people. Developing
digital services may be possible but will require a substantial upgrading of certain
kinds of skills. Under these circumstances, more efforts are needed to develop skills
using distance learning as a way of trying to reach a broader mass of the population.
One question is whether you could make a huge difference in a short period of time
given the limited supply of high quality teachers. The other area is R&D. Most

developing countries are not investing much in R&D. Closing the infrastructure



gap would also be a positive factor for these countries, but given the resources that
are available, it is not likely to be closed quickly. In addition, the impact of financial
technology and access to financial services that have been made available through
the availability of telecommunication and digital technologies such as in East
Africa is not yet evident on productivity or growth.

We tend to focus on advanced countries when it comes to the fear about technology,
but in developing countries, the problem is how little technology is around. Even
though the spread of technologies has been faster than the past, the adoption rates
are very low, and the productive use of those technologies even lower. For example,
only around 30 percent of the firms in the developing countries have data use
technology. While polarization is an issue in advanced economies, developing
countries have a mixed story. In many developing countries, we still see the
increase in the share of employment for routine skills despite the introduction of
machines. The question is whether the share of employment in developing
countries will peak at a level where the demand of those skills will be lower than

what 1t was in advanced countries.

The other question is skill provision. For example, literacy rates are very low in
many African countries. Policymakers face a difficult question of tradeoffs between
investing in current workers and investing in the future generation. The answer
will depend on where you are. In some developing countries, current workers have
a very low literacy rate, or start working at a very young age. The fear of inequality
1s another issue. Although inequality has not increased in recent years, people feel
that inequality may increase in the future. The forthcoming World Development
Report 2019 suggests how new domestic social contracts can be used to address

this issue.

Policymaking to address changes in labor markets has some gaps. A meta-analysis
shows that only about a third of the labor market programs are effective in terms
of improving employment or the quality of employment. The approach to social
insurance and assistance needs to be different in developing countries than that in
advanced economies. In some countries, 80-90 percent of jobs are in the informal
sector. A system that may look great on paper would not be effective in terms of
protecting people in these countries. So, more work and debate is needed on how

to set policies that can develop skills and protect employment in a changing world.



Session 3: Energy and Climate
Key questions:

+ What are the prospects for and what actions are needed to keep the global
climate goal on track?

* How can we accelerate the shift to low-carbon energy systems taking
advantage of rapidly developing technologies?

¢ How can policy support and financing from international institutions help

accelerate countries’ implementation of NDCs?

Moderator:

Kazumasa Kusaka, Chairman and CEO, Japan Economic Foundation

Lead speakers:

« Nathan Hultman, Director of the Center for Global Sustainability and
Associate Professor, University of Maryland School of Public Policy

* Yoriko Kawaguchi, Fellow, Musashino Institute for Global Affairs, Musashino
University, Former Minister of Foreign Affairs of Japan

* Amar Bhattacharya, Senior Fellow, Global Economy and Development,

Brookings Institution

Summary of discussion-

The Paris Agreement was a game changer. The Agreement changed the narrative
of climate change from the “costs of action” to “investment and growth” building
on the broader commitment to the sustainable development goals embodied in
the 2030 development agenda and financing for development in Addis in July
2015. The goal of the Agreement is to hold the increase in global average
temperatures to below 2 degrees and to achieve net zero emissions in the second
half of this century. While action is happening there is still a large gap between
current actions and what is required to reach the Paris temperature targets; the
total emissions based on the current pledges coming out of the Paris Agreement,
which i1s 55-60 GTCOz per annum, is better than the business usual, which is 60-
68 GTCOg2 per annum, by 2030, but the total emissions needs to be around 40
GTCOsz to reach the Paris temperature target by 2030.



The US announcement of its withdrawal from the Paris Agreement last year posed
a big challenge. The withdrawal has not formally happened yet, but it is the intent
of the Trump administration of not implementing new policies in the United States
that would drive down emissions. The impact of this change is significant because
the US was one of the leaders of the negotiation of the Paris Agreement, and played
an important role in implementing the financial contributions for developing

countries.

In shaping its commitments under the Paris Agreement, the previous US
administration relied heavily on executive actions to implement laws that had
already been passed but that had been interpreted and implemented in different
ways with respect to greenhouse gas emissions. For example, the Clean Power Plan
was a regulatory action based on an existing law called the Clean Air Act, which
has been around since 1970. President Trump has said that because this was an
executive action and that was promulgated out of an executive agency, he has the
ability to not implement it or roll it back or to withdraw the regulatory action. The
Clean Power Plan has been put on hold and will likely be rescinded. Another area
where the US has reversed policy is on transportation emissions rules. There are
a set of regulations that govern the fuel efficiency of vehicles in the US. The
Environmental Protection Agency has announced its intent to relax the rules that
had been set by the previous administration. The new administration is looking
systematically at all of the various regulatory actions of the Obama administration
with the intent of either rescinding or not implementing those regulatory
actions. However, part of the complication of the US system is that all of these
steps have a very complicated legal process. Therefore, they cannot just cancel it.

There has to be a process and this could be a long and slow process.

It is a loss to not to have that federal leadership in the US, but non-federal level
has become very active in climate actions. After the announcement last year that
President Trump will pull out of the Paris Agreement, within 72 hours, a coalition
called “We Are Still In” was launched. The “We Are Still In” now represents 2,700
cities, states, and businesses across the United States. The coalition represents
159 million people, over 50 percent of the US GDP and if you add it all up, accounts
by GDP the equivalent of the world’s fourth largest economy. These actors together
have a significant potential impact and they have some significant policy levers at
the state level. The coalition will release a report in September that will convey
the analysis of what the remaining federal action plus all of non-federal actions

will actually add up to. This assessment will be interesting not only for the amount



of reductions that we might see just from those pledges but some ramped up or
more ambitious pledges that are likely to happen in conjunction with the California
Climate Summit in September and the UN Secretary General’s Summit next
year. What we are seeing is that these sub-national actors are taking much greater
responsibility for building the foundations of what could be a sustained longer-

term effort to decarbonize the US economy.

The US needs to pay greater attention to the security aspects of climate change.
China will play a huge role in energy policy and energy security. China is the
largest producer of electric vehicles and of equipment for renewable energy. The
strength of the US in energy policy is the build up of natural gas and the ability to
protect sea lanes, which is important for oil transportation. With China having a

huge role in renewables, this power base will shift.

Energy plays a key role to achieve the goal of the Paris Agreement because
energy accounts for roughly 70 percent of total emissions. We face two major
challenges in accelerating energy transitions. First, energy access has to be
improved. Approximately 100 GdJ of primary energy per capita per year has been
required to achieve reasonable energy access, but if everyone consumes 100 Gd,
we would not be able to deal with carbon footprint (Energy Transitions
Commission, 2017). The second challenge is decarbonization. There is no doubt
that coal will be completely phased out and it will be driven by market forces. Oil
consumption will decline but at a lesser rate. Natural gas will continue to grow as

a back-up source and this is in the interest of the US.

Policy plays a key role for a fundamental shift in energy. Carbon pricing is
absolutely critical. The High-Level Commission on Carbon Prices concluded that
we should have a carbon price in the range of 40-80 dollars in the short run and
50-100 dollars in the medium term (Carbon Pricing Leadership Coalition, 2017).
Carbon pricing has to be complemented by regulations including fuel efficiency
standards, subsidies for the poor people, and policies for adoption of better
technologies. The other is fossil fuel subsidies. If you eliminate all fossil fuel

subsidies, you would cut emissions by about 37 GTCOs (Gerasimchuk et al., 2017).

Technology i1s another driver of energy transition. There has been much stronger
than anticipated development of renewable energy technologies with consequently
rapid cost reduction. Since June 2017, there has been 9 GW of renewable energy

installed in the US including 2.1GW in just January and February. Market forces



are acting against coal. There are roughly 50,000 coal mining jobs in the US. The
total amount of coal employment is only about 150,000 total even if you include
coal-fired power plant and other extended economy. If you contrast that to solar
and wind, each of those has roughly 150,000 employed and it is estimated that
there are around three million clean energy jobs in the US which includes installed
efficiency and other kinds of jobs. Coal has witnessed a tremendous slow down over
the last decade and this trend has been accelerating in the last couple of years. The
Bloomberg New Energy Finance estimated that half of all coal units are now
running at a net loss over the last six years (Ryan, 2018). GE reports that demand
for base gas-fired combined cycle turbines went down by 50 percent compared to
what they thought a year ago and that’s attributed primarily to the fact that many

utilities have expanded renewable energy installation.

The last driver is finance. Green finance was launched just 11 years ago. It reached
11 billion dollars by 2013, and this year will be more than 150 billion dollars.
Climate-related financial disclosure is also important to incentivize the shift
towards low carbon and climate resilient investments. Two hundred and thirty
major companies of the world have already signed up to this. The most important
driver of finance of sustainable investments in developing countries potentially are
the multilateral development banks (MDBs). The amount of money that we need
in the energy sector between now and 2030 is in order of 25-30 trillion dollars.
Given this size of required funds, most of the finance needs to come from the
private sector, but that will require enhanced risk mitigation. MDBs are best
placed to help countries unlock investments and reduce, manage and share risks

to help leverage the trillions.

The role of G20 and G7 will be crucial. The G20 can help shape the decisions to
accelerate change and push for implementation working with the international
financial institutions. G20 should play a key role in raising the ambitions on
climate action linked to sustainable growth strategies. It should also ensure that
there is an adequate financing framework to deliver on investments for both
climate mitigation and adaptation. This year, the G20 have three goals. The first
1s to draw up an action plan on resilience and adaptation. Second the G20 will
continue to focus on long-term transitions but it is not clear what tangible goals
can be agreed upon. The third is assessing the financing needed to deliver on the
NDCs. In the G7, Canada aims to raise climate at the G7 Summit. There will also
be a meeting of Environment Ministers in September that will seek to reach

agreement on some specific areas including eliminating plastic waste from oceans



and sustainable finance. The efficacy of the G7 and G20 will be circumscribed by
US opposition to many parts of the climate agenda, so no major breakthroughs can
be expected. It is important to continue to press forward within the COP
framework including on reaching agreement on the rulebook of the Paris
Agreement this year. It will be important to maintain and indeed widen the

coalition for strong climate action.
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Determinants of the Gini measure of inequality based on a panel regression (90 countries; 5-year averages over 1970-2015
period) estimated using weighted average least squares. Each bar shows the percentage point increase in the Gini from a 1
standard deviation increase in the variable.

Global trends: ‘Technology’ is share of ICT capital in total capital stock; ‘Trade’ is openness variable from Penn World Tables.
Policies: ‘Capital Account Liberalization’ is measured using the Chinn-Ito Index. ‘Domestic Financial Reform’ is measured as
in Ostry et al (2009). ‘Government Size’ is share of government in GDP; note (-) impact: higher government size reduces
inequality. ‘Currency crisis’ is from Laeven and Valencia; Structural: ‘share of industry’ is manufacturing value added in GDP;
‘Chief Executive’ indicates whether govt. head is a military officer; ‘mortality rate’ (commonly included in inequality
regressions). Source: Ostry, Furceri & Loungani (2016).




Globalization Rising; Inclusion Falling

1. AEs-share of countries with rising inequality since 2. EMDEs-share of countries with rising inequality since
the 90s (%) the 90s (%)
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Increased inequality makes growth more fragile (Berg & Ostry, 2011; Ostry et al., 2014)

Fuelling support for protectionism

Change in the probability of a party with a nativist agenda at government , %
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Note: estimates based on a panel regression framework relating inequality (social spending, redistribution) with the
probability of a party with a nativist agenda at government for a sample of 164 countries over the period 1990-
2012. The effects of inequality (social spending, redistribution) are based on their interquartile differences and
panel regression coefficients. Social spending=education and health spending as share of GDP;
Redistribution=difference between market and net Gini.




RELATIONSHIP OF FINDINGS TO ONGOING
DEBATES

Great concern has been voiced about inequality recently --
impact on social cohesion; political capture by elites, etc.

Our finding: there is a direct economic cost to inequality -- it leads to
lower and less durable growth

Retreat from globalization (Brexit, Trump etc.)
Concerns about distributional effects of trade
Protests against migrants

Our finding: the effects of financial globalization should be part of the
discussion -- it contributes as much to inequality as trade; it lowers
workers’ bargaining power and income share

In fact, financial globalization can make it difficult to mitigate
distributional effects of international trade - it leads to a race to the
bottom in taxation, eroding revenues needed for social benefits

EFFICIENCY-EQUITY TRADEOFFS:
FINANCIAL GLOBALIZATION
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FINANCIAL GLOBALIZATION: TWO PUZZLES

o Financial globalization works well in theory, not so well in practice

Theory predicts output (efficiency) gains from both trade and financial globalization, but gains from
latter have proven difficult to demonstrate.

Q

a

Stiglitz: “Preconditions to make financial globalization work are lacking in many countries.”

Rodrik: “The association between capital account convertibility and economic growth is
weak at best..there is a strong association between financial globalization and financial
crises over time”

Erugman (May 2017): “financial globalization hasn’t been the force for good that trade has
een”

Martin Wolf (2004): “the gains [from financial globalization] have been questionable and the
costs of crises enormous.”

Eichengreen et al. (2001): evidence of a positive association between capital account
liberalization and growth is “decidedly fragile.”

o Enormous literature on impact of trade on inequality, while financial globalization gets a free pass.

Financial globalization can affect inequality in theory; shouldn’t we look at whether it does so in
practice?

CONTRIBUTIONS

We search for output effects: giving theory a chance

Use both de jure and de facto measures of financial globalization
o Large changes in de jure measures = policy changes
o Supplement with information on capital flows (de facto measure)

Use sectoral as well as aggregate data, since causal effects hard to establish in macro data

o Use of country-time fixed effects allows for cleaner identification of effects of financial
globalization
o Better identification of channels through which effects of financial globalization operate

Trace out evolution of output in aftermath of major financial globalization episodes rather
than look for permanent growth effects (Henry 2007).

We don'’t turn a blind eye to distributional effects: taking the theory seriously

Impact on Gini coefficient (aggregate data) and labor shares (aggregate and sectoral data)

Bottom-line: Some evidence of oulput effects (better identification than in previous work helps),

but also strong distributional effects.




IDENTIFICATION OF POLICY-DRIVEN GLOBALIZATION
EPISODES

Policy restrictions on cross-border transactions are reported in the /MF’s Annual Report on
Exchange Arrangements and Exchange Restrictions (AREAER) database.

Information in AREAER is combined by Chinn and Ito to construct an index of capital account
restrictions.

Examining behavior of output (or inequality) before and after removal of major policy restrictions
requires information on when restrictions were lifted; difficult to do for large sample of countries.

We infer timing of major policy changes by looking at large changes in the Chinn-Ito index
(Kaopen)
Assume liberalization takes place when, for a given country at a given time, the annual
change in the Kaopen indicator exceeds by two standard deviations the average annual
change over all observations.

This criterion identifies 224 episodes (over 1970-2010)—the majority occurring in the early 90s
(when inequality started to increase).

Examples: several EU countries in the early 1990s; India and Brazil in the mid- and late 1990s.
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g = change in log output (Gini);
D = liberalization episode;

X = baseline: current and lagged reforms in trade, current account, product and labor market;
robustness checks: baseline + growth expectations + other controls.

G= smooth transition function (G = 1 < (extremely) low financial liberalization/inclusion, crises).

Estimates based on OLS and /V (liberalization in trading partners and initial degree of openness) for
149 countries for the period




EMPIRICAL STRATEGY—SECTORAL LEVEL
DATA

Baseline:  gjir = aij + Yie + Pje + Sk=00k5iDici + Eie

i feountryl; j{sector); t (time).

g = change in log output (labor share of income);

D = liberalization episode;

5 = gxternal financial dependence (EFD); natural-layoff rate (NL); EOS between capital and labor.

Theoretical predictions:

li} output [labor share) effects are larger for industries with higher EFD—demoand for external
Junds;

{ii) labor share effects are larger for industries with higher NL—bargaining power;
fiii) labor share effects are larger for industries with ED5>1—cost of capital.

Estimates based on OLS using sectoral data for 23 AEs, 25 industries, 1975-2010.

Insignificant output gains but
significant increases in inequality

Panel 1. Output (%) Panel 2. Gini (%)
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Note: The solid lines indicate the response of output (inequality) to a capital account liberalization episode; dotted lines correspond to 90 percent
confidence bands. The x-axis denotes time. t=0 is the year of the reform.




...the results are robust to endogeneity
checks

Panel 1. Output (%)—controlling for growth expectations

Panel 2. Gini (%)—controlling for growth expectations
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Note: The solid lines indicate the response of output (inequality) to a capital account liberalization episode; dotted lines correspond to 90 percent
confidence bands. The solid black lines denote the baseline effect.

But output & distributional effects
depend on institutions

Panel 1. Output (%)
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Note: Medium-term effects (that is, after five years of the reform). *** ** * denote significance at 1 percent, 5 percent and 10 percent, respectively.




... and on the extent of capital flows
(de facto measure)

Panel 1. Output (%) Panel 2. Gini (%)
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Large changes in Financial Small Change in Financial Large changes in Financial Small Change in Financial
Openness Openness Openness Openness

Note: Medium-term effects (that is, after five years of the reform). *** ** * denote significance at 1 percent, 5 percent and 10 percent, respectively.
Blue (red) bars denote the medium-term response (that is, five years after the reform) of output (inequality). Flows defined as the cumulative 5-year
change in total asset and liabilities as percent of GDP after the reform.
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CAPITAL SURGES AND FINANCIAL CRISES

16 ———
B Surge apisodas ending (total) 8 lﬁlnanlm.al crisis
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The panel on the left shows the total number of surges ending in a given year and those that end in a financial crisis. The panel on
the right compares capital flow reversal and growth between surges that end in a crisis and those that do not. The analysis is
based on data for 53 emerging market economies over 1980-2014. Source: Ghosh, Ostry and Qureshi (AER P&P, 2016)
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Sectorally, short-term output gains,
significant decline in labor share

Panel 1. Output (%)—external financial dependence Panel 2. Labor share (ppt)—external financial dependence
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Panel 3. Labor share (ppt)—natural layoff rate

Note: Solid line denotes the differential effect of capital account liberalization episodes between a sector with a high external financial dependence/layoff rate/elasticity of
substitution (at the 75th percentile) and a sector with a high external financial dependence/layoff rate/elasticity of substitution (at the 25th percentile).
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Results robust to controlling for domestic
finance reforms...(and trade reforms, and
technology)

Panel 1. Output (%)—external financial dependence Panel 2. Labor share (ppt)—external financial dependence
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Note: Solid blue line denotes the differential effect of capital account liberalization episodes between a sector with a high external financial
dependence/layoff rate/elasticity of substitution and a sector with a high external financial dependence/layoff rate/elasticity of substitution).
Black lines denote baseline effects.
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Note: redistribution = difference between market Gini and net Gini. Vertical axis measure percent change. Estimated
impact on growth following a capital account liberalization episode. Liberalization is measured using the Chinn-Ito
index. Estimates are based on an autoregressive distributed lag model. The horizontal scale is in years after the
_episode. See Furceri, Loungani and Ostry (2017) for details.

Sharing the benefits helps

1. Redistribution reduces the impact of financial 2. ..as does financial inclusion
globalization on inequality...
1.4 3
*k
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Low redistribution High redistribution e L . ) 3 L )
High financial inclusion Low financial inclusion

Note: estimated impact on net Gini following a capital account liberalization episode. Liberalization is measured using the Chinn-Ito index.
Estimates are based on an autoregressive distributed lag model. The horizontal scale is in years before or after the episode. The vertical
scale shows percent change. ***, ** * denote significance at 1 percent, 5 percent and 10 percent, respectively. See Furceri, Loungani and
Ostry (2017) for details.




THE BROAD MESSAGE...

O High inequality and low & fragile growth are two sides of the same coin--a dangerous
gamble therefore to 'go for growth' and assume equity will take care of itself

O Fear of using fiscal redistribution is overblown. In fact, on average in the data,
redistribution is a pro-growth policy through the greater equality it engenders. The 'leak’
in Arthur Okun's bucket has not been large in practice

O Evidence on financial globalization

Costs in terms of increased volatility are high
Output benefits elusive and shared unevenly
Other effects: a race to the bottom on taxes? Reduced redistribution?

O Be cognizant of growth-equity tradeoffs in macro & structural policies

How can we design policies so growth benefits go up AND equity costs go down?

Use of complementary policies: “trampoline” policies—such as job retraining and assistance with
search—to help workers bounce back from job displacement

Redistribution: greater reliance on wealth and property taxes, more progressive income
taxation, and better targeting of social benefits

O On macro policies:

Case for paying down public debt is weak—living with debt is a better policy when fiscal space
ample
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Challenge for the Global Economy and a Better Globalization

Session 2 : Future of Work H ITACHI

Inspire the Next

Realization of “Society5.0”
Society5.0: Aiming for a New Human-centered Society

25 May 2018

Mayumi FUKUYAMA
GM Technology Management Center, R&D Group, Hitachi, Ltd.

© Hitachi, Ltd. 2018. All rights reserved.

1 Era of Uncertainty IY'T'JT‘??‘CF,!{

Increased global connection of stakeholders with the rapid evolution of ICT
Rapidly increasing complexity of societal issues in this era of uncertainty

20t century
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2 Achieving a sustainable world

HITACHI

Inspire the Next

peveoprent G GIALS

17 GOALS TO TRANSFORM OUR WORLD

16 e
- SUSTAINABLE
oy DEVELOPMENT

GOALS

© 2018 Hitachi, Ltd. All rights reserved. ‘

3 Societal challenges facing Japan

An Advanced Country with Advanced Issues

Japan can contribute to resolving similar challenges worldwide

HITACHI

Inspire the Next

26% cut

Shrinking labor force Rising social security costs
(million) ” (US$tn)
15~64 years old 65 years +
2015 2020 ' 2025
Rising infrastructure costs Decreasing CO, emissions
(US$bn) (billion tons)

\80% cut

2015 2020

2025

© Hitachi, Ltd. 2018. All rights reserved.




4 Japan’s challenges HITACHI

Inspire the Next

A sustainable and human centered society where everyone
can|live allifeiwithivitality,andiin.comfort

o Infrastructures,
Extensionjofihealthy life Rroduction—Urbanfdevelopment, Reductignloffinancial
Reductionof a

expectancy, improvement of : i . process costs, and
patients’ QoL Keepingjallifestyle'ina improvement of a
familiar, region; and resolving convenience in
the shortage of drivers payments

Development’of safe
waste in supply. and secure cities
chain withstanding disasters

Society 5.0 means to create an advanced society; which will-happen-after many.development stages ofshuman society,
from a hunter-gathering, settled agriculture, industrialization to today’s.information sogiety.
Reference,: 5th Science andsTechnology Basic Plan Report, Council of.Science, fechnology and Innovation. Cabinet

: : ; Office, Government.of Japan. o :
L: Quality of Lif )
R ER - http://www8.cao.g0.|plestp/english/index:html © oo L o

5 The evolution of digital transformation HITACHI

Inspire the Next

The digitalization of industrial and social infrastructures is accelerating
throughout the world
Digital Transformation becomes a pillar of industrial policy

China

m Made in China
Industrie 4.0 2025 North America
m m Industrial Internet

Society5.0

Smart Cities

Artificial

o intelligence

Robotics Bigdata  Blockchain

© Hitachi, Ltd. 2016. All rights reserved.




6 What is happening : Industrial structure reform HITACHI

Inspire the Next

Structural reform from conventional systems in all industries
structure reform Finance AUfomotive Pharmaceutical
Capital- Smart
intensive infrastructure Personalize |Payment service|| Mobility service || Healthcare service

Knowledge- <Energy solution -Omni channel -P2P Payment -Fintech -Shearing -Digital health -Wearable
intensive +Aggregator -Smart city -Smart manufacturing -Mobile payment -Autonomous drive
*New value chain - -Direction of change
Example of mobility =
service business e
Warehouse IoT Bigdata
) Retail -EC
ig‘lja‘-gtd”?g Transportation
e Bus-Taxi-Rail
automotlv Station - Office+School .
Sales:Loans Total solution
ma‘. Rental-Lease Shopping-Food&drink-
Automotive  Maintenance- Medical - Education - Security
industry  Repair
%Eﬂ GS-Parking EgrS\}fiic%nt Cross industries
Sub suppliers  Charging station Microarid
Material Insurance: 9

manufacturer  License Infrastructure

© Hitachi, Ltd. 2018. All rights reserved.

7 What is happening : Positive and negative effects HITACHI

nspire the Next

Valuelcreation NewJsenvice)
New]businesslcreationEficiency,

Comfortable
humanfcenteredfsociety;

Drastic.changelin
conventional
industry structure

Cybersecurity

Inequality
Unemployment

Data ownership Privacy

© Hitachi, Ltd. 2016. All rights reserved.




8 Human centric innovation : Invigorating the workplace: HITACHI
Raising organization happiness level & productivity Inspire the Next

From Hitachi’s case

Alfautomaticallyfgenerates effectiveladvice

that{can raisejthelghappiness leveldoffemployees?
using data,obtainedifrom wearable

| want to

enjoy my
work

\

e . 4 \
4 o Beneflt confirmed in
= f|eldxtest with approx.
b 600 part|c1pants from
An appllc;a-i;on to deliver 26 Hitachi GrouP sales &

advice8Wisualizel marketing departments
“happlness” level :

%018 Hitachi, Ltd. All rights reserved.

9 Society5.0 : A revolution in human resource development h';'p'lﬁg[l'!’!t

*Unemployment rate 2.8%

*Labor market participation rate 76 %

* Supply-demand mismatching in employment
*Shortage of IT personnel 37 million 2020 79million (2030)

Sl BIEL I - The number of people aged 15 to 64 shrink by 4.2 %
Ageing society (2015 - 2020)

Half of the children born 10 years ago will live to 107 years old.
Revolution in human resources development
towards the 100-year life era is a vital part of
the society in which all citizens are dynamically
engaged, and such society can’t be built
without the human resources development
revolution.

Labor market

https://www.kantei.go.ip/ip/headline/ichiokusoukatsuyaku/jinsei100.html

A Revolution in Human Resource Development

Council for Designing 100-year society(Sep. 2017~)




10 Society5.0 : A revolution in human resource development HITACHI

Inspire the Next

Council for Designing 100-year society(Sep. 2017~)

Reform for education Infrastructure development

® Education opportunity open to all people
Reducing burden of education, Free education

® Higher education

Higher education reform for ® Recurrent education
recurrent education
@ Diversification of hiring Re-education
Employment of the elderly E-learning
. . Skill certification system
® Social security Education and training benefits

From focusing on the
elderly to social security for
all generations

*New Economic Policy Package Chapter 2(2017)

-Leasing policy package (2018)

HITACHI

Inspire the Next
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and a Better Globalization

Amar Bhattacharya
Brookings Institution
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e The Paris Agreement

e The twin energy challenge:

= Enhancing Access
= Decarbonization

e Accelerating Energy Transitions:
= Policy

= Technology
® Finance




Global action on climate change continues

No. of laws and policies

1600

1400

1200

1000

800

Paris (CoP 21)

Copenhagen (CoP 15)

1,359

Solar and wind are now some of the cheapest
source of electricity in many countries, new RE
plants are competitive with fossil fuels in most
regions (IRENA, 2018)

Deployed energy storage reached 930
megawatts in 2016; year-on-year growth of over
50% for (non-hydro) storage (IEA, 2017)

EV car stock has reached 2 million units in

circulation.

Powering Past Coal Alliance — 26 members,
including 19 countries and 7 provinces/states
from Canada (5 provinces) and the USA (2
states) pledged to phase out coal power.
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More than 1,300 laws and policies in 164 countries representing 95% of global GHG emissions

The Paris Agreement

e Paris Agreement was a turning point and forms the basis of new,
international, cooperative, long-term action on climate change—building on
the broader commitment to the sustainable development goals embodied in
the 2030 development agenda and financing for development in Addis in
July 2015.

e Key pillars of the Paris Agreement:

* Ambitious goals both to hold the increase in global average temperatures to
below 2 degrees and to achieve net zero emissions in the second half of this
century;

* Continuously review and update emission targets every five years;

* Call for countries to indicate national commitments (NDCs) and their long-term
strategies for low-emission development by mid-century;

* Enhancing resilience through adaptation;

* Mobilization of finance.




Drivers of the agreement in Paris;

view shifted from the “costs of action” to “investment and growth”

e Paris was agreed based on the recognition that growth, sustainable development,
poverty reduction and climate action are complementary and interwoven. There is
no “horse-race”.

e The notion of “costs of action” is being transformed by rapid technological advances:

* Efficiency, demand management; renewable energy (solar, wind) and energy
storage technology.

e Opportunity to:
* Boost shorter-run growth from increased investment in the low-carbon
transition (sustainable infrastructure);

* Spur innovation, creativity and growth in medium term;

* Offers the only feasible longer-run growth on offer (high-carbon growth self
destructs)

e Better understanding of dynamics of change and learning; and of the consequences
of dirty infrastructure (e.g. air pollution from burning fossil fuels).

While action is happening there is still a large gap between current

NDCs and what is required to reach the Paris temperature targets

0 Baseline (no additional action)
. 4°C-5°C Range
60 *"" Current Pelicy Trajectory (NDCs)
i =T | W Rarge
W Emissions gap (15 to 20 GECO, in 2030)
E S ¥
§ a0
i
s 7°C
L)
20
L.5%C
10
a

2015 2020 2030 2040 2050 2060 2070 2080

The challenge is now to implement and accelerate to 2020 to close the gap




What to do to hold warming “below 2°C”

e Cando alittle more earlier and a little less later and vice versa but shape of feasible paths
similar.

e Stabilising temperatures requires stabilising concentrations, which will require net-zero
emissions. The lower the target temperature, the earlier the necessary achievement of net-zero;
balancing sources and sinks.

e Paths to achieve under 2°C likely to require:

* zero total emissions well before the end of century (2070 - 2080),
* Net negative emissions in major sectors (because some sectors likely to be positive).

¢ Total current Paris pledges (NDCs) are for emissions of around 55-60 GtCO,e per annum in 2030
(10% increase as compared to today). Whilst improvement on BAU (ca. 65-68 GtCO,e per
annum), need to be around 40 GtCO,e or less per annum by 2030 (20% decrease).

e Current NDCs (if met) point us to 3°C path, temperature not seen for around 3 million years.
Holding temperature to below 2°C requires immediate and rapid action across whole world;
focus on energy, cities and land.

Further delay in action is dangerous

e The window for making the right choices is uncomfortably narrow. Remaining
carbon budget is shrinking rapidly.

e Further delay in action to learn more would be a profound mistake:

* The “ratchet effect” from flows of GHGs to concentrations (CO, hard to remove)

* Dangers of “locking in” long-lived high-carbon capital/infrastructure. This
involves either commitment to high emissions or early scrapping of
capital/infrastructure.

* Rapid urbanisation and building of infrastructure.
* Potential devastating impacts on ecosystems, biodiversity, forests, water, air
quality; tipping points.

¢ Delay increases reliance on unproven future technologies (e.g. negative emissions) or
more ambitious action in future (politically feasible?).




= Policy
= Technology
= Finance

e The Paris Agreement

= Enhancing Access
= Decarbonization

e Accelerating Energy Transitions:

e The twin energy challenge:

Challenge to low-carbon energy transition: Improving energy access

Average per capita primary energy consumption; GJ/capita; 2014

Source: Energy Transitions Commission, 2016

Historically, about 100 GJ of
primary energy per capita
per year has been required
to achieve energy access.

By 2050, the world’s
population is expected to be
9-10 billion, all of whom
deserve a good standard of
living.

Currently about 1 billion
people still have little or no
access to electricity and
around 3 billion do not have
access to clean cooking
facilities, mostly in Africa
and Asia (SE4all, 2016).

The central question is: how
can we create an energy-
abundant future that
supports development and
keeps temperature rises
“well below 2°C“?




Challenge to low-carbon energy transition: Improving energy access

2030 Gaps in access to electricity & clean cooking - planned and current

policies
Rest of the developing Asia
15%
Other
West Africa Southern Africa 3 Southern Asia
28% 23% S 8%
x ; China
7%
India
26%
Developing
Asia
8% East Africa
20%

Central Africa
18%

Other Sub-Saharan Africa
40%

Source: IEA Energy Access: From Poverty to Prosperity, WEO Special Report, 2017
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Challenge to low-carbon energy transition: Decarbonization

Fossil fuel consumption by 2040 in a 2°C scenario
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Source: Copenhagen Economics for the Energy Transitions Commission, 2017. The Future of Fossil Fuels




e The Paris Agreement

e The twin energy challenge:

= Enhancing Access
= Decarbonization
e Accelerating Energy Transitions:
= Policy
= Technology
= Finance

13

Accelerating Energy Transitions

e Even with radical improvements in energy productivity, global energy use will
need to grow by around 80 percent to meet the needs of a global population
likely to reach 9 billion by 2030.

e Limiting global mean temperatures to less than 2 degrees (with a probability of
66%) would require an energy transition of exceptional, scope, depth and speed.
A fundamental ramp up in low carbon technologies is needed in all countries
driven by improvements in energy and material efficiency and a fundamental
reorientation of energy supply investments with much higher deployment of
renewable energy.

e The required transition will require progress along four dimensions:
* Decarbonization of power combined with extended electrification;
* Decarbonization of activities which cannot be easily electrified;
* Acceleration in the pace of energy productivity improvement; and
* Optimization of fossil fuels use within the overall carbon budget constraints.

14




Opportunities for developing regions: Africa and South Asia

e Poor people are hit hardest by pollution and earliest by climate change. They often live in
vulnerable places, have less resilience to shocks and are more exposed to deteriorating
environments.

e Rapidly developing countries and cities offer the opportunity to integrate RE and energy
flexibility from the early stages; design of network infrastructures (electricity, transport,
water...)

* Poor people benefit the most from ability to travel (e.g. public transport)

e To achieve SDG 7 (affordable and clean energy), the current pace of electrification expansion
must double. Mostly needed in developing regions of Africa, Asia and Latin America.

* To meet climate change goals, almost all new electricity infrastructure must be clean and
green starting now (Pfeiffer et al., 2016)

e For many, centralised grids are high costs and low access. The falling costs of RE and improved
reliability strengthen the case for a decentralised approach.

e Increases in RE use can not only support reaching 100 GJ of primary energy per capita per year,
but also support environment, social and economic development.

15

Drivers of change: Policy

A well-designed carbon price is an indispensable part of a strategy for
reducing emissions in an efficient way

Map of carbon pricing systems in place or - e i ,ﬁ: - =
planned worldwide : "‘ I ﬁ‘ - a
% e - .

Source: World Bank Group, 2017. Carbon
Pricing Dashboard.
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Drivers of change: Policy

At least 40 countries at least partially reduced subsidies for fossil energy
between 2015-2017

e
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Source: International Institute for Sustainable Development, 2017; based on data from IEA, World Energy Outlook
2016.
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Drivers of change: Technology

Renewable energy costs are now cheaper than fossil fuels in many countries

Global weighted average CSP, solar PV, onshore and offshore wind project LCOE data to
. . . 2017 and auction price data to 2020, 2010-2020
* Record lows for renewable energy are being achieved in many

countries through auctions:

0 H.\H" e =
Country Solar Wind - Onshore ", T
e N 2
- _:ql--\__'_ - | - i
India Rs 2.44 (2017) Rs 2.43 (2017) 4 O S o -
H e SO o
T T - i
Ly «
Mexico US$ 0.0197 (2017) US$0.0177 (2017) e [F=3 | i~ = |
o ==
i i |
Japan US$ 0.153 (2017) ‘
{ |
Germany Euro 0.049 (2017) Euro 0.038(2017)
Chile US$ 0.0325 (2017)
All prices per kWh (year record achieved) & U [ ki i O
Rs 65 to 1 USD it

Source: IRENA, 2017
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Drivers of change: Technology

Solar PV Module Prices Observed Battery prices

USD per Wp

2010 2011 2012 2013 2014 2015 2016 2017
Source: EIA, 2017
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Drivers of change: Financing

The rapid growth of the green bond market shows the potential of green finance

The green bond market 2012-2016

p— 80
B Commercial Bank
B Corporate
Asset-backed security (ABS)
Sub-sovereign/Municipal &0
Development Bank
B sSovereign
40
=
20 5
I
=
-
S
— o £
2012 2013 2014 2015 2018

Source: Climate Bonds Initiative
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Drivers of change: Financing

The recommendations of the Task Force on Climate-related Financial
Disclosures should be considered for designing a policy and institutional
framework for climate finance

Governance
The organization’s governance around climate-related risks
Governance and opportunities
D e
/// Strategy \ Strategy
The actual and potential impacts of climate-related risks and
/ e opportunities on the organization’s businesses, strategy,
/ j Risk and financial planning
/ Management \
WY . Risk Management
'l\ [ /, * The processes used by the organization to identify, assess,
‘\ \ ( Metrics / and manage climate-related risks
\ \and Targets / Metrics and Targets

R\

The metrics and targets used to assess and manage relevant
climate-related risks and opportunities

Source: Task Force on Climate-related Financial Disclosures
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Financing: The key role of MDBs

e Key role for MDBs around supporting investment by enhancing the quality of
the project, reducing risk and crowding in private finance.

e Their presence can impart confidence, reduce risks (particularly
government-induced policy risk), bring relevant instruments for managing
risks (equity, guarantees, long-term loans...) and encourage participation of
other sources of financing.

e This can bring down the cost of capital: crucial for volume and sustainability
(quantity and quality).

e They are trusted conveners that can help coordination and help establish
replicable and scalable models.

e They play a crucial role in getting projects through difficult early stages.
After that institutional investors can be attracted by stable long-term
returns; great potential scale. Development banking can be profitable.

e A major expansion of MDB financing will be needed to support energy
access and the acceleration of energy transitions.

22
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Evaluation Report

1. Data and method

At the end of the event, each participant was requested to fill out a
questionnaire. The questionnaire was consists of nine questions on participants’
assessment of content, speakers, format, and organization of the event. Among
22 participants, 10 participants responded to the questionnaire. The responses

were numbered and were analyzed as a whole.
2. Result

General assessment

What is your overall assessment of the event?

]

'

]

.r I I

| .
(1]

Eucellerd Wery Do Cyiiad Sl aclony Posar

Murmber of respondents

Content

How would you rate the content of the Forum as a whole?

6
5
4 I
0

Excellent Very Good Good Satisfactory Poor

Number of respondents
N w

[y



Number of respondents

[9¥]

N

[y

To what extent did the Forum increase your awareness of
the challenges for the global economy and a better
globaization?

Very Significantly Moderately  Unimportantly Not at all
Significantly

Number of respondents

S

[

To what extent has the Forum confirmed or changed your
perspective on the challenges for the global economy and
a better globalization?

Very Significantly Moderately  Unimportantly Not at all
Significantly




To what extent do you expect to use the information and
analysis obtained through this Forum in your work?

5

4

| I
0 I

Very Significantly Moderately  Unimportantly Not at all
Significantly

Number of respondents
L]

=

Speakers/Format/Organization

How would you rate the quality of the speakers?

Number of respondents
=] w

=

0 .

Excellent Very Good Good Satisfactory Poor




Number of respondents

How would you rate the quality of the discussions held
during each session?

Excellent Very Good Good Satisfactory Poor

Number of respondents

How would you rate the structure and format of the
sessions?

Excellent Very Good Good Satisfactory Poor




Number of respondents

=N

98]

o]

=

How would you rate the organization of the Forum?

Excellent Very Good Good Satisfactory

Poor
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The Japan Economic Foundation (JEF) was established in July 1981 to deepen understanding
between Japan and other countries through activities aimed at promoting economic and
technological exchange. With this goal in mind, JEF engages in a broad range of activities
such as providing information about Japan and arranging 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: http://www.jef.or.jp
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