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SHAPING NEW ECONOMIC AGENDAS

The Chicago Council on Global Affairs and Japan Economic Foundation Seminar

AGENDA

Wednesday, November 16, 2011

8:30 a.m.

9:00 a.m.

9:10 a.m.

9:30 a.m.

11:00 a.m.

CONTINENTAL BREAKFAST AND REGISTRATION

WELCOME REMARKS
Marshall M. Bouton, President, The Chicago Council on Global Affairs

INTRODUCTION: FRAMING THE ISSUES AND DISCUSSION

Japan Cochair - Noboru Hatakeyama, Chairman and CEO,

Japan Economic Foundation

U.S. Cochair - Michael H. Moskow, Vice Chairman and Senior Fellow on the
Global Economy, The Chicago Council on Global Affairs

SESSION I: Regaining Economic Growth in Developed Economies — The
Situation and Outlook for the U.S., Japan, and the EU

Chair - Michael H. Moskow, Vice Chairman and Senior Fellow on the
Global Economy, The Chicago Council on Global Affairs

o 15 minute overview — Japanese Perspective’ Naohiro Yashiro,
Visiting Professor, International Christian University

o 15 minute overview — U.S. Perspective: Martin Eichenbaum,
Co-Director, Center for International Fconomics and Development,
Northwestern University

o 1 hour group discussion

Questions to consider:

In the United States and Japan, what measures can be done in the short
and long-term to reduce debt, ease unemployment, and revive the sluggish
economy?

Are current regulations and policy coordination in the EU, the U.S, and
Japan hampering or helping a solution?
- Can the G-8 countries galvanize political will and take bold measures to
tackle the current crisis and revive their faltering economies?

Coffee/Tea Break



11:15 a.m.

12:30 p.m.

2:00 p.m.

SESSION II: Emerging Market Growth Prospects and Trends

Chair — Marshall M. Bouton, President, The Chicago Council on Global
Affairs

® 15 minute overview — Japanese Perspective’ Long Ke,
Senior Research Fellow, Fujitsu Research Institute, FEconomic
Research Center
15 minute overview — U.S. Perspective: David Hale, Chairman, David
Hale Global Economics
45 minute group discussion

Questions to consider:

- What are the drivers, present and future, for robust economic growth in
China, India, and Brazil; and will the growth of these economies continue to
outpace those of the developed world?

- What type of economic policies should emerging markets employ to avoid
an overheating of their economies? What policies are needed that strike a
healthy balance between consumption and investment, and foreign and
domestic demand?

- How should emerging markets prepare for the threat of another global
recession?

- What is the role of the “BRICS” countries during the global economic
downturn?

- As China continues to ascend, how will it integrate itself into the
international economy and how will the rest of world adapt with China's
role as an influential global economic powerhouse?

- Given the current structure of the G8 or G20 with fixed member countries,
should there be a new scheme of global governance, taking into
consideration the developing countries?

LUNCH

SESSION III: Identifying New Sources of Growth — Agenda Items for the
2012 Chicago G8 Summit
Chair — Noboru Hatakeyama, Chairman and CEO, Japan Economic
Foundation

® 15 minute overview — Japanese Perspective: Michitaka Nakatomi,
Principal Trade Negotiator, Trade Policy Bureau, METI; Senior Fellow,
RIETI
@® 15 minute overview — U.S. Perspective: P. Zachary Egan, Director of
International Research and Co-Portfolio Manager, Columbia Wanger
Asset Management
o 1 hour group discussion

Questions to consider:
IMF Managing Director, Christine Lagarde, has stated that options are
narrowing for a sustained economic recovery. Should G8 countries
outline a framework for a “new sustainable economy” that

_6_



3:30 p.m.

3:50 p.m.

4:00 p.m.

will provide a new model for growth?

- What are the prospects and trends for “South-South” and “South-North”
foreign direct investment? Is it sustainable?

- With global trade talks at an impasse, will Free Trade Agreements and
Multilateral Trade Agreements provide an avenue for economic expansion?
- How great is the global appetite for regional economic integration and
trade cooperation?

- Should central bankers from the G20 take steps to coordinate policy and
pursue new strategies to tame inflation and restore growth?

- When developing countries do not reasonably accept the persuasion from
G8 countries, do we as G8 countries not need to consider some leverage for
them?

CONCLUDING DISCUSSION
Cochairs identify the dominant themes of the meeting and frame the
closing conversation

U.S. Cochair — Michael H. Moskow, Vice Chairman and Senior Fellow on
the Global Economy, The Chicago Council on Global Affairs

Japan Cochair — Noboru Hatakeyama, Chairman and CEO, Japan
Economic Foundation

CLOSING REMARKS
Marshall M. Bouton, President, The Chicago Council on Global Affairs

ADJOURNMENT
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Executive Director, International Affairs, Japan Economic Foundation
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Japan Economic Foundation
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Biographies for Japanese Participants

Noboru Hatakeyama
Chairman and CEO
Japan Economic Foundation

Noboru Hatakeyama is the Chairman and Chief Executive Officer of
Japan Economic Foundation (JEF) since 2002. He served as the
Chairman and CEO of Japan External Trade Organization (JETRO)
during the period between 1998 and 2002. Originally, he joined the
Ministry of International Trade and Industry (MITI) in 1959 and he served as a Secretary to
Prime Minister Zenko Suzuki from 1980 to 1982.He had been appointed as the
Director-General of various bureaus and department which included the Petroleum
Department of the MITI’s Agency of Natural Resources and Energy from 1984 to 1986,
International Trade Administration Bureau from 1986 t01988, the Basic Industries Bureau
of the MITI from 1988 to 1989, the International Trade Policy Bureau from 1989 to 1991.He
was appointed the MITI’s Vice-Minister for International Affairs from 1991 to 1993.During
this period, he was a Japan’s representative in GATT Uruguay Round negotiations and other
negotiations mainly with the U.S. and the EU especially on automobile issues.He is
well-known as a pioneer of Japan’s free trade agreements, including the Japan-Mexico,
Japan-Chile and Japan-Singapore FTAs.He authored a book ‘Trade Negotiation, Dramas
around National Interest’, published in Japanese by the Nihon KeizaiShimbun, Inc.He
graduated from Tokyo University’s Faculty of Law in 1959.

Long Ke
Senior Fellow
Fujitsu Research Institute, Fconomic Research Center

Mr. Long Ke is Senior Fellow of Fujitsu Research Institute, Economic
Research Center.Mr. Ke was born in Nanjing, China in 1963 and, since
coming to Japan in 1988, has specialized in Development Finance and
Chinese Economics.Alongside his research, Mr. Ke actively writes papers,
lectures, and has made numerous guest appearances on television
programs.He also provides commentary on topics such as Japanese
politics and economics on CCTV (China Central Television).

Mr. Ke obtained a BA in Law and Economics from Aichi University in 1992 and an MA in
Economics from Nagoya University in 1994.That same year, he joined the LTCB Research
Institute, Inc., and after working there as an International Research Fellow, Mr. Ke
transferred to the Fujitsu Research Institute in 1998, where he has held his current position
since 2008.

MichitakaNakatomi

Principal Trade Negotiator

Ministry of Economy; Trade and Industry

Senior Fellow

Research Institute of Economy, Trade and Industry

MichitakaNakatomi is Principal Trade Negotiator of Ministry of
Economy, Trade and Industry (METI) and also Senior Fellow of




Research Institute of Economy, Trade and Industry (RIETI) since August 2011.His former
official position was President of Japan External Trade Organization (JETRO) from 2008 to
2011.He originally joined MITI, Ministry of International Trade and Industry which was the
forerunner of METI, in 1977.

After his assignment in Geneva, he served as Director of Tariff Division of METI in 1995.He
served as Japanese negotiator for Information Technologies Agreement (ITA) from 1995 to
1997 .He worked as Director in charge of WTO issues from 1999 to 2002.At that time, he also
served as Co-chairman of APEC WTO Capacity Building Group from 2000.After that, he
negotiated 5 Japanese FTAs (Mexico, Philippines, Brunei, Indonesia, Switzerland) from 2002
t02008.He was appointed as Deputy Director-General of International Trade Policy Bureau
of METI from 2003 to 2004, and then Economic Affairs Bureau of MOFA (Ministry of Foreign
Affairs) from 2004 to 2006.In 2006, he was appointed as Director-General for International
Trade Policy of METI and negotiated Anti-Counterfeiting Trade Agreement (ACTA) till
2008.He graduated from Tokyo University’s Faculty of Law in 1977.

Naohiro Yashiro
Visiting Professor
International Christian University

Naohiro Yashiro is Visiting Professor of Economics at International
Christian University. Previously he worked as Senior Economist in
the Economic Department at OECD, Professor of Economics at the
Institute for International Relations at Sophia University, and
President of the Japan Centre for Economic Research. His previous
positions also include posts in the Economic Planning Agency in the Japanese Government.
He was Member of the Regulatory Reform Committee at the Japanese Government (2001-06),
and Council of Economic and Fiscal Policy appointed by the Prime Minister Abe and Fukuda
(2006-08). He holds a BA in liberal arts from International Christian University, BA in
economics from University of Tokyo, and Ph.D. in economics from University of Maryland.
Naohiro Yashiro’s major publications include Health Care Issues in the United States and
Japan, (Co-editor) University of Chicago Press, 2006, The Economic Effects of Aging in the
United States and Japan (Co-editor), University of Chicago Press, 1997, Japan’s New Special
Zones for Regulatory Reform, International Tax and Public Finance, Vo.12, 2005, Myths
about Japanese employment practices, Contemporary Japan, ,Vol.2 2011.

Shinichi Saito
Executive Director
Japan Economic Foundation

Amb. Shinichi Saito is executive director in charge of international
affairs of Japan Economic Foundation (JEF) since April, 2011. Before
assuming this post, he served as Japanese Ambassador to Nicaragua
from April 2007 to October 2010. During this period, he actively
involved in various Japanese aid programs in Nicaragua. Originally, he
started his career in JETRO, Japan External Trade Organization, in
1967 where he experienced various sectors such as Marketing Research, Import and
Investment Promotion, Exhibition Projects, etc. He also experienced overseas assignments
in JETRO for three times both in the United States and Malaysia. From April 2003 to April
2005, he served as chairman of Investment Promotion Committee of APEC. He also serves
as councilor of JETRO from May, 2011 and executive director of Shoko Kaikan from
November, 2011.




Biographies for US Participants

Marshall M. Bouton
President
The Chicago Council on Global Aftairs

Marshall Bouton has been president of The Chicago Council on Global
Affairs since 2001. Prior to that, he served as the executive vice president
and chief operating officer of the Asia Society. His previous positions
included director for policy analysis for Near East, Africa and South Asia
in the Department of Defense, special assistant to the U.S. ambassador to
India, and executive secretary for the Indo-U.S. Subcommission on
Education and Culture. He is an author or editor of several books, articles and opeds on India,
Asia and U.S. foreign policy. Mr. Bouton earned a B.A. in history at Harvard, an M.A. in
South Asian studies from the University of Pennsylvania, and a Ph.D. in political science at
the University of Chicago.

Michael H. Moskow
Vice Chairman and Senior Fellow on the Global Economy
The Chicago Council on Global Aftairs

Michael H. Moskow is the vice chairman and senior fellow on the global
economy at the Chicago Council on Global Affairs. From 1994-2007, he
served as president and chief executive officer of the Federal Reserve
Bank of Chicago. In that capacity, he was a member of the Federal Open
Market Committee, the Federal Reserve System's most important
monetary policymaking body.

Mzr. Moskow's career includes service in the public and private sectors, as well as academia.
During the course of his career, Mr. Moskow has been confirmed by the Senate for five U.S.
government positions. He began his career teaching economics, labor relations, and
management at Temple University, Lafayette College, and Drexel University. From 1969 to
1977, he held a number of senior positions with the U.S. government, including under
secretary of labor at the U.S. Department of Labor, director of the Council on Wage and Price
Stability, assistant secretary for policy development and research at the U.S. Department of
Housing and Urban Development, and senior staff economist with the Council of Economic
Advisers.

In 1977, Mr. Moskow joined the private sector at Esmark, Inc. in Chicago and later held
senior management positions at Northwest Industries, Dart and Kraft, Inc., and Premark
International, Inc., a spin-off from Dart and Kraft.

In 1991, President Bush appointed Mr. Moskow deputy United States trade representative,
with the rank of ambassador. He was responsible for trade negotiations with Japan, China,
and Southeast Asian countries as well as industries such as steel, semiconductors, and
aircraft. Mr. Moskow returned to academia in 1993, joining the faculty of the Kellogg
Graduate School of Management at Northwestern University, where he was professor of
strategy and international management at the time of his appointment as president of the
Chicago Reserve Bank.

Mr. Moskow is active in numerous professional and civic organizations. He is chairman of
the Japan America Society of Chicago. Mr. Moskow is the former chairman of the Economic
Club of Chicago and serves as a director of the Northwestern Memorial Foundation, World
Business Chicago, the Chicago Workforce Investment Council, and the National Futures
Association. He is board member and former Chairman of the National Bureau of Economic



Research, a member of the Commercial Club of Chicago, and a fellow of the National
Academy of Public Administration. In addition to being a trustee of Lafayette College, Mr.
Moskow is a member of the advisory board to the Kellogg Graduate School of Management at
Northwestern University.

Since leaving his position at the Federal Reserve, Mr. Moskow joined the boards of directors
of Discover Financial Services, Northern Funds, Diamond Management & Technology
Consultants, Taylor Capital Group, and Commonwealth Edison (a subsidiary of Exelon).

Zachary Egan
Director of International Research and Co-Portfolio Manager
Columbia WangerAsset Management

Mr. P. Zachary Egan is the Director of International Research and
Portfolio Manager at Columbia Wanger Asset Management, L.P. He is
also a Co-Portfolio Manager at Columbia Acorn International Fund
since May 2003 and Wanger Advisors Trust - Wanger International
Small Cap. Mr. Egan has had experience in investments since 1999 and
joined Columbia Wanger Asset Management in 1999 as an
International Analyst, covering foreign equities in Germany,
Switzerland, Austria, and the United Kingdom and has been a member of the investment
community since 1999. Before joining Columbia Wanger Asset Management, Mr. Egan was a
Research Fellow with the Robert Bosch Foundation in Stuttgart. He is a C.F.A. charter
holder. Mr. Egan has an M.A. from the University of Chicago and a B.A. from Middlebury
College.

Martin Eichenbaum

Co-Director, Center for International
Economics and Development
Northwestern University

Martin Eichenbaum is the Ethel and John Lindgren Professor of
economics at Northwestern University and the co-director of the Center
for International Economics and Development at Northwestern
University. He has been at Northwestern University since 1988. Prior
to joining Northwestern, he taught at the University of Chicago and
Carnegie Mellon University.Professor Eichenbaum has published
numerous articles in the area of macroeconomics and international economics. His most
recent work has been on the causes and consequences of currency crises, the effect of
exchange rate fluctuations in developed economies and the effects of changes in monetary
and fiscal policy on aggregate economic fluctuations.

Professor Eichenbaum is a member of the editorial board of various journals including the
American Economic Journal — Macro, the Journal of Monetary Economics, the Review of
Economic Dynamics and the Journal of Macroeconomics. He has served as a member of the
National Science Foundation panel on economics and has been a Senior Advisor to the
Federal Reserve Bank of Chicago for the past twelve years. He is also an advisor to the
Federal Reserve Bank of Atlanta and has served as a consultant to the International
Monetary Fund. He has received grants from the National Science Foundation and the World
Bank.Professor Eichenbaum is a fellow of the Econometric Society and a research associate
of the National Bureau of Economic Research.




David Hale
Chairman

David Hale Global Economics

David Hale is a Chicago-based global economist whose clients include
asset management companies in North America, Europe, Asia, and
Africa. He is the founding chairman of David Hale Global Economics.
Mr. Hale serves as the Global Economic Advisor to the Commonwealth
Bank of Australia.

He formerly worked as chief economist for Kemper Financial Services from 1977 to 1995 and
Zurich Financial Services, which he joined as chief economist when it purchased Kemper in
1995. He advised the group’s fund management and insurance operations on both the
economic outlook and a wide range of public policy issues until 2002, when he founded David
Hale Global Economics.

Mr. Hale holds a B.Sc. degree in international economic affairs from the Georgetown
University School of Foreign Service and a M.Sc. degree in economics from the London
School of Economics.

He writes on a broad range of economic subjects and his articles have appeared in The Wall
Street Journal, the Financial Times, The New York Times, the Nihon KeizaiShimbun, The
Australian Financial Review, Harvard Business Review, Foreign Affairs, Foreign Policy,
National Interest, and other publications. He lectures worldwide, to groups including the
World Economic Forum, the Fortune Global CEO Conference and the National Association of
Governors. He has frequently testified before Congressional committees on domestic and
international economic policy issues, and has done briefings for senior officials in the
executive branch, including former President George W. Bush.

In September 1990, the New York chapter of the National Association of Business
Economists conferred upon Mr. Hale, the William F. Butler Award. This award is conferred
annually by the society upon a business economist who has made an outstanding
contribution to the field. Other recipients have included Paul Volcker, Geoffrey Moore,
Lawrence Klein, Alan Greenspan, and Otto Eckstein.

Lyric Hughes Hale
Founder
China Online, Inc.

Lyric Hughes Hale is an accomplished China analyst and speaker. Her
research focuses on the challenges faced by China as a result of the
world economic downturn, Chinese monetary policy, and the role of
China in the media.

A Dbroadly based ‘Asianist’, Ms. Hale has lived in Teheran, and
attended high school in Sendai, Japan as a Rotary exchange student.
She studied at Northwestern University and graduated from the University of Chicago, with
a degree in Near Eastern Languages and Civilizations. She first visited Iran and Russia in
1964, Japan in 1969, and China in 1979. She has traveled to more than 50 countries. Her
global network reflects her many interests in the worlds of media, technology, academia, and
government policy.

In 1998 Ms. Hale founded China Online, a pioneering website for English speakers based
upon original Chinese-language sources. China Online was named one of the “Top Ten New
Internet Companies” by Inc Magazine, “Top Ten Website” by CNN, and was included in
Forbes “Best of the Web” in 1999 and 2000. Ms. Hale was included as one of the “25 Women of
Small Business” by FORTUNE Magazine in 2001 for her visionary efforts utilizing new



communications technologies to cross national boundaries and meet the growing need for
information about the Chinese market.

Ms Hale and her husband are the editors of the most comprehensive volume on the global
economy available today. The book, “What’s Next?” to be published by Yale University Press
in May 2011, presents up-to-date research on Russia, Australia, Europe, sub-Saharan and
South Africa, the major Asian economies, North America, and the largest economies of Latin
America. With unsurpassed expertise, the authors explain what's going on in individual
countries, how important current global issues will impact them, and what economic
scenarios they most likely will face in upcoming years.

Robert Karr
Attorney At Law
Jones Day

Bob Karr advises corporations on developing and executing their global
expansion plans through the establishment of new enterprises, mergers
and acquisitions, joint ventures, and other strategic alliances, including
the negotiation and drafting of acquisition, joint venture, development,
sales, distribution, manufacturing, and technology licensing agreements.
He has experience in the aviation, chemical, transportation,
manufacturing, construction, and technology industries. Most recently, on behalf of Jones
Day, Bob served for two years as in-house counsel in Tokyo at a Japanese Fortune Global 500
client working directly with senior management to develop and implement strategic plans to
expand business in Africa, Asia, Europe, Latin America, and the United States.

Prior to beginning his law career, he was the first American employee of a major Japanese
construction company in Tokyo and was assigned to its general affairs, personnel, and sales
divisions.

Bob is currently a member of The Economic Club of Chicago and Chicago Council on Foreign
Affairs and serves on the board of the Ovarian Cancer Symptom Awareness organization. He
also has served as chairman of the board of the Chicago Sister Cities International Program
(2005-2008), member of the Chicago 2016 Olympic Committee (2006-2009), board member of
the Midwest U.S.-Japan Association (2005-2008), board member of the Japan America
Society of Chicago (2005-2008), and board member of the Frank Lloyd Wright Preservation
Trust (2005-2009). He also served as an advisor for the Osaka City Revitalization Committee
(2004-2007) and co-chair of the International Committee of the Illinois Biotechnology
Industry Organization (2003-2005).

Joseph King
Retired Vice Chairman and Chief Executive Officer
Molex Incorporated

Joseph King is the Retired Vice Chairman and Chief Executive
Officer of Molex Incorporated. He assumed his position at Molex
Incorporated in July 2001.

In 1996 he was named Executive Vice President and held
responsibility for Molex’s functional groups worldwide. The EVP role
was part of Molex’s move toward integrating its domestic and international operations by
consolidating global staff functions while assigning all the Regions to report to one person,
the President and Chief Operating Officer. In 1988, as Group Vice President-International,
he was responsible for sales and manufacturing operations in Europe, the Far East and new
international ventures. In 1985 he served as a Corporate Vice President and President of
Molex’s Far East South Region. While he was President of the Region he opened Molex’s




Malaysia facility and initiated discussions on operations that would later open in Thailand
and China. He was also responsible for developing the Region’s marketing and engineering
capabilities. With competition intensifying in this geographical area during the late 1980,
Joe emphasized customer service, quality, and new product development as the way to
effectively compete in a fast-moving market environment.

Prior to that he worked as the Assistant to the head of Molex’s International operations in
1979. His responsibilities included the U.S. Export Group and Computer Systems. He spent
the next six years undertaking a variety of new challenges that culminated in his role as Vice
President of Operations where he oversaw most of Molex’s technical systems.

He also was charged with collecting information and ideas from Molex entities around the
world and building a vision for how Molex’s International operations should develop
technically, and then developing and implementing a plan to do this. He joined Molex at its
operation in Shannon, Ireland in 1975 as a Quality Control Manager. In addition to
overseeing quality in the manufacturing environment, Mr. King was also responsible for
working with customers on technical issues. He later assumed responsibility for material
management, including planning, purchasing and inventory control.

Adolfo Laurenti

Deputy Chief Economist and Managing Director
Economic Analysis

Mesirow Financial

Adolfo Laurenti, deputy senior economist and Managing Director,
develops ongoing economic research and commentary critical to
supporting clients and contacts of Mesirow Financial. Adolfo authors
Themes on the Global Markets, a periodic newsletter providing insight
into trends, issues and the forecast for the global economy. An expert in
world economics and an engaging presenter, Adolfo Laurenti regularly speaks on current
economic trends to professional groups and trade associations around the country. He is a
guest lecturer at Northwestern University's Medill School of Journalism, and has become a
new face in demand in the local media.

Prior to joining Mesirow Financial in July 2007, Adolfo served as associate economist at
LaSalle Bank/ABN AMRO. There, he was responsible for tracking economic trends in the
banking sector. Adolfo was selected as an Emerging Leader by the Chicago Council on Global
Affairs for 2011. He was an Earhart Foundation Fellow in 2002. He received a Washington
Society of Investments Analysts Scholarship and a Graduate Scholarship for Excellence in
Academia from the Economic Club of Washington D.C.

Adolfo is a graduate of Bocconi University Business School in Milan, Italy. He specialized in
industrial organization as a visiting scholar at the Center for Industrial Economics in
Copenhagen, Denmark, and concentrated in financial economics at Central European
University in Budapest, Hungary. Adolfo earned his master's of arts degree in economics
from George Mason University, where he also pursued doctoral studies. Adolfo serves on the
board of the National Association for Business Economics and is a member of both the
American Economic Association and the Chicago Association for Business Economics.. He is
also a board member for the Collaborative Arts Institute of Chicago.



William Mahoney
Chairman

Segal McCambridge Singer &Mahone, Ltd.

Mzr. Mahoney is a founding partner of Segal McCambridge Singer &
Mahoney and has served as the firm’s Co-Chairman for the past seven
years. He has served in a leadership position for all 25 years of the
firm’s existence — a period that has seen the firm grow from a four
lawyer Chicago firm to nearly 150 attorneys in seven cities. In addition to his leadership role
at the firm, he is active personally and professionally in his community, serving as Board
Chairman at two educational institutions, a member of the Directors’ Circle at the Chicago
Counsel of Global Affairs, a member of the Society of Fellows of the Aspen Institute, and a
member of the Board of Trustees at Writer's Theatre. He resides in Chicago. Mr. Mahoney is
a trial attorney concentrating in the defense of toxic tort and environmental cases. He
conducts a national practice and has served as lead counsel at trials in Illinois, Texas, Ohio,
Wisconsin, Florida, Kansas, Louisiana, New York, Massachusetts, California and Indiana.
He is national trial counsel for defendants named in thousands of asbestos-related cases and
has served as national coordinating counsel for several corporations in mass tort litigation.
He has been retained as counsel for defendants in state and federal class-action proceedings
and participated in the successful dismissal of class-actions involving cellular telephones
(brain cancer) and radar guns (leukemia). He has substantial experience in electromagnetic
field, chemical exposure, mold, benzene, mercury and welding rod litigation. Within the
context of his toxic tort practice, he has developed special expertise in epidemiology, medical
causation, toxicology, industrial hygiene, risk assessment and biostatistics. He has been
actively involved in constitutional challenges to tort reform statutes, arguing in defense of
caps on non-economic and punitive damages, the repeal of joint and several liability and
legislative changes affecting the product liability statutes of repose. Mr. Mahoney also has
considerable experience defending general product liability, professional liability,
construction and insurance coverage matters.

Thomas P. McMenamin
Chairman
Masuda, Funai, Eifert, & Mitchell, Ltd.

Thomas McMenamin represents business clients in mergers,
acquisitions, investments, restructurings, and complex financings.
Clients include both domestic and foreign companies in diverse
industries participating in in-bound and out-bound investments,
acquisitions and financings in the United States, Mexico, Japan and
other parts of the world. After serving as President of the Japan
America Society of Chicago for five years, Mr. McMenamin continues as a Governor and a
Director of the Society. Mr. McMenamin also serves as an officer of the Midwest U.S.-Japan
Association.

Mr. McMenamin joined Masuda Funai after practicing corporate law in the London office of a
New York firm. He was born in New Zealand. Mr. McMenamin serves as a Director of the
Lake County Community Foundation, an affiliate of the Chicago Community Trust. He is
also a Director and Secretary of the Friends of the Benjamin Marshall Society, a
not-for-profit organization dedicated to the role of architecture in civic society. Mr.
McMenamin has been active in the Democratic Party, including acting as Treasurer of the
Democratic Party's Overseas Committee.



William Obenshain
Executive Director, Center for Financial Services
DePaul University

Bill spent 38 years with Continental Bank/Bank of America in
Chicago, New York, Brussels, and London, and in the last 11 years of
his time there, he was the founder, managing partner, and chairman
of BA Capital Partners Europe, the private equity arm of Bank of
America in Europe, and managed $1.3 billion of investment capital
across diverse sectors in 10 countries in Europe. His business career includes service on
several corporate boards. A government major at Dartmouth, Bill earned his MBA at Tuck.
Volunteer activities include service as president of the American School in London
Foundation. Previously, he was a trustee of the American School in London. He is
currently a trustee of the Naval War College Foundation in Newport, RI; Vice Chairman of
the Chicago Metro History Education Center; and a member of the Presidents Circle of the
Chicago Council on Global Affairs.

Bill has underwritten an annual program on global affairs for the Chicago Humanities
Festival. Bill has also served five years of active duty in the U.S. Navy including two years
teaching Naval History and Naval Engineering at the University of Michigan.

Samuel Scott

Retired Chairman, President and
Chief Executive Officer

Corn Products International, Inc.

Chairman
Chicago Sister Cities International

Member of the Board of Directors
The Chicago Council on Global Affairs

Mr. Samuel C. Scott, Sam, III served as the Chairman and Chief Executive Officer of Corn
Products International Inc., (formerly CPC International Inc.) since February 2001 until
May 4, 2009, and its President since 1997 until May 4, 2009. Mr. Scott served as the Chief
Operating Officer of Corn Products International Inc. from 1997 to January 2001. He served
as the President of Bestfoods' worldwide Corn Refining Business from 1995 to 1997 and
President of its North American Corn Refining Business from 1989 to 1997. From 1991 to
1997, he served as a Vice President of CPC International Inc. Mr. Scott held various
management positions during his 30 year tenure at Corn Products International. He has
been a Director of Reynolds Metals Company, Inc. since 1997. Mr. Scott has been a Director of
Motorola Solutions, Inc. since 1993, and served as its Lead Director from May 2005 to May 3,
2011. He serves as a Director of ACCION USA and The Executives' Club of Chicago. He
serves as a Director of Abbott Diabetes Care, Inc. He has been an Independent Director of
The Bank of New York Mellon Corporation since July 1, 2007. He has been a Director of
Abbott Laboratories since 2007. Mr. Scott serves as a Trustee of the Chicago Symphony, the
Chicago Council on Foreign Relations and Chicago Urban League. He served as a Trustee of
The Conference Board Inc. He served as a Director of Corn Products International Inc. since
1997 until May 4, 2009. He served as a Director of Russell Reynolds Associates, Inc. He
served as a Director of The Bank of New York Company, Inc. since August 11, 2003. Mr. Scott
holds a Bachelor's Degree in Engineering from Fairleigh Dickinson University in 1966 and
an MBA from Fairleigh Dickinson University in 1973.



Adlai Stevenson III
Chairman

SC&M International

Adlai E. Stevenson, 78, a former US Senator, is Chairman of SC&M
Investment Management Company, founder and a Director of Hua
Mei Capital Company, the first Sino US financial intermediary.

Stevenson is a Marine Corps veteran of the Korean war, former Clerk
to a Justice of the Illinois Supreme Court and former Partner in the law firm of Mayer,
Brown. He served in the Illinois House of Representatives 1965 — 67, and as Illinois State
Treasurer, 1967-70. He was the Democratic candidate for Governor of Illinois in 1982 and
1986.

Since living in London in 1945-6 where he attended Harrow School, Stevenson has traveled,
worked and served in many capacities in more than 80 countries. His private sector career
has focused on international matters, especially international finance and East Asia. He is a
past President of the US Committee of the Pacific Economic Cooperation Council, former Co
Chairman of the East Asia Financial Markets Development Project, Former President and
Chairman of the Japan America Society of Chicago, former Chairman of the Midwest US
Japan Association, a Member of the US Korea Wisemen Council, Member of the Advisory
Board of the Korea Economic Institute, Member of the US Committee of the Council for
Security Cooperation in the Asia Pacific and Chairman of the Midwest US China Association.
He Chairs the Adlai Stevenson Center on Democracy and serves on the boards of other civic
and business organizations.

Charles Wheelan

Senior Lecturer

The Harris School of Public Policy
The University of Chicago

Charles Wheelan is a senior lecturer in the Harris School. He received
an MPA from Princeton University's Woodrow Wilson School in 1993
and a PhD in public policy from the Harris School in 1998. Since then,
he has served as the Midwest correspondent for The Economist, an
economics and finance correspondent for WBEZ Chicago Public Radio,
an adjunct lecturer at Northwestern University's Medill School of Journalism, and most
recently as director of policy and communications for Chicago Metropolis 2020. He is also a
visiting assistant professor at Dartmouth College during the summer quarter. In addition,
Wheelan previously served as the speechwriter for Maine Governor John R. McKernan, Jr.
He wrote Naked Economics: Undressing the Dismal Science (2002), which, according to the
W.W. Norton catalog, "makes up for all of those Econ 101 lectures you slept through (or
avoided) in college, demystifying key concepts, laying bare the truths behind the numbers,
and answering those questions you have always been too embarrassed to ask." He is also the
author of an introductory public policy textbook to be published by W.W. Norton and
Company in 2010. In March of 2009, Wheelan ran unsuccessfully for Congress as the
representative from the Illinois 5th District in the special election to replace Rahm Emanuel.




Eugene Zheng
Managing Director of Asia Affairs
Chicago Board Options Exchange

Eugene Zheng is Managing Director of Asia Affairs at Chicago Board
Options Exchange (CBOE). Previously, he was a Director for
Institutional Marketing for the Exchange. Zheng also is a guest analyst
on the economy for China's Xinhua News Agency, and contributes to
major financial journals in China including the China Securities Daily
and Futures Daily.

He has translated four options books into Chinese, including Larry McMillan's McMillan on
Options and Options as a Strategic Investment and Options: Essential Concepts and Trading
Strategies by CBOE's Options Institute.

Niamh King
Vice President, Programs
The Chicago Council on Global Affairs

Niamh King is the vice president of programs at The Chicago Council on Global Affairs,
where she has worked since March 2007. Prior to joining The Chicago Council, she worked in
various capacities at Intel, FAS - Ireland's National Training and Employment Authority, the
European Commission, and the United Nations International Criminal Tribunal for the
former Yugoslavia. King is a member of the Women’s Board of the University of Chicago and
the EarthHeart Foundation board, and was a founding member of the Chicago chapter of
UNIFEM-USA. She earned her B.A. in international relations and history from the
University of Colorado at Boulder and her M.A. in development studies from the Institute of
Social Studies (Erasmus University) in The Hague, Netherlands.
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Welcome and Introduction
Marshall M. Bouton: President, The Chicago Council on Global Affairs

Mr. Bouton welcomed participants to the seminar. He discussed this unique opportunity to
bring together Japanese and U.S. economic thought leaders to discuss the prospects for
economic recovery in the U.S., EU, and Japan; emerging market growth trends; and new
sources for global economic growth.

Mr. Bouton quoted the Chinese proverb “may we live in interesting times” and noted that these
will be historic times. He added that when the wheel of history takes a sharp turn, it happens
more rapidly than we think or predict it will- the world is witnessing very important changes in
the global economic and political order. The seminar discussions will provide an opportunity to
assess priorities that can be considered for the G-8 and NATO Summits happening in Chicago in
May 2012.

Mr. Bouton introduced Noboru Hatakeyama, Chairman of the Japan Economic Foundation (JEF)
and Michael Moskow, Vice Chairman and Senior Fellow on the Global Economy at The Chicago
Council on Global Affairs (CCGA), adding that “we are deeply fortunate to have with us two
extraordinary individuals to guide our conversations today.”

Noboru Hatakeyama: Chairman and CEO, Japan Economic Foundation

Mr. Hatakeyama expressed his sincere appreciation to the staff of The Chicago Council on
Global Affairs, in particular Michael H. Moskow and Marshall M. Bouton, for their full support of
the seminar. Mr. Hatakeyama added that Shinichi Saito, Executive Director for International
Affairs with the Japan Economic Foundation, was also influential and decisive to the planning
and execution of the seminar. Mr. Saito was ambassador to Nicaragua until last year and
currently serves as a board member of the Japan Economic Foundation. Mr. Hatakeyama also
expressed his heartfelt gratitude to all seminar speakers and panelists. He noted that JEF has a
long-standing partnership with CCGA. Seven years ago, JEF and CCGA jointly organized a study
regarding the rise of China and India.



Mr. Hatakeyama provided an overview of current challenges to global trade. Today, there are
many challenges in the global economy. One big challenge is the infrastructure of global trade.
The World Trade Organization (WTO) is changing.

The WTO has legislative and judicial functions. The judicial function will remain in the future.
However, the legislative function is, at least for the time being, dead. Even if the WTO can
make decisions on legislative issues, it will be encumbered by its large number of members
(over 150 members to date).

Mr. Hatakeyama proposed the creation of a smaller core organization, representing both
developing and developed countries. This organization would be the G-10 and there would be
three issues that will be critically important to address in relation to trade policy:

1. global warming
2. state-owned companies
3. resources

Mr. Hatakeyama expressed the gratitude of the Japanese people to the global community for
the aid given to Japan in the wake of the east Japan earthquake. Japan has received support
from 163 countries, regions, and organizations around the world. The U.S. stands out. America
sent an aircraft carrier and rescue teams consisting of more than 16,000 service members.
Currently, the Japanese government has given priority to the post-earthquake recovery efforts,
which will continue for at least 10 years. The Japanese people will never forget the kind
support extended by the American people in their time of need.

Michael H. Moskow: Vice Chairman and Senior Fellow on the Global Economy, The Chicago
Council on Global Affairs

Mr. Moskow noted that the hearts of Americans go out to those citizens who were injured or
lost their lives during the terrible tragedy of the earthquake and tsunami.

Mr. Moskow explained the topics to be discussed during the seminar. He noted that the
seminar would be divided into three working sessions focusing on developed countries,
emerging market countries, and identifying new sources of growth. He advised participants
that as they move through today’s discussions, it is helpful to think about short- and long-term
global market trends and related policy options.

The first topic for consideration today is: In the United States, Japan, and European Union, what
measures can be taken in the short- and long-term to reduce debt, ease unemployment, and
revive the sluggish economy? This question will also help frame discussions for the remainder
of the day.

Taking stock of the current global economic situation, it is clear that the U.S. and other
developed countries experienced a deep and unusual recession caused by a financial crisis. This
type of recession is different than other recessions for the following reasons:

1. These recessions are deeper and longer.
2. Recoveries subsequent to these recessions are slow and sluggish.



This is the short-term problem. The long-term problem relates to the amount of sovereign
government debt and private debt that exist. Are we living beyond our means? What can we
realistically expect in terms of long-term growth rates? What is potential (trend) growth on a
long-term basis?

The second topic of the seminar involves developing economies. Emerging markets grow faster
than developed countries, specifically the BRICs, because they are at an earlier stage of
development. They can have faster productivity growth, and we can expect that they can grow
faster. The majority of global growth has come from emerging market countries - China being
the largest. How long we expect these nations to continue growing at a rapid pace? China’s
annual GDP growth rate of 9 to 10% cannot continue to be sustained at this level.

The third session today will focus on new sources of growth. Trade is an important area to
focus on, as is interstate policy coordination. Each country operates based on its own
legislative mandate. When trying to get countries to cooperate, they must do so in a way that
does not violate their own national mandates. Treasury ministers gather, as do central bankers,
and heads of state. Each executive role operates within a nationally prescribed legislative
mandate, which adds to the complexity of policy coordination.

Mr. Moskow concluded his remarks by welcoming everyone to begin the day’s discussions.

Session |. Regaining Economic Growth in Developed Economies — The Situation and Outlook
for the U.S., Japan, and the EU

Presentation: Japanese Perspective

Many researchers who study Japan tend to attribute Japanese problems to Japanese culture,
which is not a valid analytical framework. The Japanese economy has been stagnating for a
long time. The decade following 1990 was once called the lost decade. We are now finishing
two lost decades. We need strong initiatives to avoid experiencing three lost decades. The U.S.
and Europe may fall into the same problem as Japan.

If you compare the U.S., Europe, and Japan, the Japanese economy suffered the most after the
global financial crisis. Japan saw the biggest drop in GDP in post-war history. Like other
advanced economies, the Japanese economy is exposed to global problems. Economic activity
declined again after the 2011 earthquake. If Europe causes a worldwide recession, Japan will
once again suffer setbacks. Important steps need to be taken in Japan:

1. Easing monetary policy

2. Ensuring market liquidity

3. Implementing currency depreciation and fiscal intervention to rescue private
institutions

The yen appreciated in the foreign exchange market, which poses a serious challenge for the
Japanese economy—particularly for export-driven manufacturing firms.



Supporting European countries is important not only for their own sake, but also for the U.S.
and Japan. Regulations are needed to prevent the future failure of financial institutions. In
Japan, the debt situation is worse than Greece. But most Japanese government debt is sold
within the domestic market, so the risks to the global economy are limited. Japan has been
dealing with nonperforming loans, and the number of nonperforming loans housed within large
financial institutions is now substantially reduced. Smaller banks still have nonperforming loans,
and this is one reason is why local economies across Japan are stagnant.

In Japan, there is a large productivity gap by industry. The agriculture sector offers a prime
example of low productivity. Farmers are protected by the government and do not face
international competition, which must be changed. Steps to improve productivity might
include increasing market competition to force structural reform. Implementation of the Trans-
Pacific Partnership Agreement could promote such reform.

Finally, to focus on the national disaster in east Japan, some commentators are very optimistic
about the post-earthquake economic outlook. But it is not simple. The area impacted by the
guake was an underdeveloped area in Japan. It is not enough to simply restore economic
conditions to the pre-disaster status quo. The economy was already in decline. A new starting
point must be created for northeastern Japanese economies. If successfully implemented,
structural reforms in those areas can be a successful case study for other regions in Japan.

The outlook for the Japanese economy is entirely dependent on whether or not structural
economic reforms are implemented.

Presentation: U.S. Perspective

Global growth has been recovering from the Great Recession. The global outlook is now
deteriorating quite rapidly, and we find ourselves, as Christine Lagarde would say, in a truly
dangerous new phase of the recovery. Growth has weakened and become more uneven.
Unless the European Central Bank (ECB) acts more aggressively to address the sovereign debt
crisis, we will see another financial crisis that will trigger another recession. Preventing the
realization of this scenario is the single most important short-term priority for decision makers.

Sources of vulnerability for short- and medium-term growth include:

1. The fiscal situation and political uncertainty in the United States
2. The European sovereign debt crisis

The current forecast for world output is 4% (which is being downgraded even further).
Prospects are deteriorating as we speak. The EU downgraded its forecast, and the International
Monetary Fund (IMF) has grown increasingly pessimistic. Everything has shifted downwards in
recent months. According to IMF stress test estimates, the U.S. and euro area could slide back
into recession, with output in 2012 more than 3 percent below October 2011 IMF projections.
Japan would fall 1.5 percent below current IMF projections. Latin America would face higher
risk premiums and lower commodity prices, which could drag output down almost 1 percent
relative to baseline.



The cure to the problem must fit the disease. Are sovereign debt rates rising because countries
are insolvent, or because there is a run on sovereign debt? Each country must be analyzed in
order to determine whether it is facing debt or deficit challenges. Greece, for example, has
significant debt and a high deficit. It is insolvent. Italy, however, has high debt but not a
particularly high deficit. Italy is a low-growth country. It needs structural reform. It can pay its
debt. It has a liquidity problem, not a solvency problem. The Italian government is actually
running surpluses. Italy has $1.2 trillion of outstanding debt. If Italy defaults, it would be
catastrophic for Europe and a nightmare for world financial markets.

There is a risk of contagion. Think, for example, about how a bank run might work. There is a
possibility of a self-fulfilling equilibrium. Spain and France do not seem insolvent, but their debt
is high. They are clearly susceptible to contagion and at the mercy of multiple equilibria.

What can be done? If the risk of contagion exists, the only possible way to deal with it is
through the ECB. The ECB can instantly stop the contagion factor. They can scoop up sovereign
debt on the cheap. What stands in the way of this happening? Ideas matter —some
economists (particularly in Germany) think inflation is right around the corner. However, there
is very little price pressure in developed economies right now.

What will happen to the U.S. and Japan if Europe implodes? There is a possibility of contagion
to financial markets. Our investments in Europe would fall dramatically in value if Europe
implodes. Monetary policy should not be constrained by inflationary fears. There is currently
no empirical evidence to support the fears of inflation hawks. Inflation is not always around the
corner ready to strike.

The immediate problem in the U.S is a fall in aggregate demand. It is not clear how much more
the Federal Reserve can impact long-term rates. There are limits to what monetary policy can
do, which leaves fiscal policy as the most promising tool.

If properly implemented, fiscal policy can have a big impact. Clever fiscal policy can mimic the
effect of lower interest rates on aggregate demand. An example of this could be
implementation of a consumption tax today that would increase over time. This would
simultaneously tackle the recession and help address long-term debt challenges. If the tax is
set to increase at a scheduled rate, consumers would have an incentive to spend more today.

Discussion
Participants discussed differences between Japan and Italy:

1. 95% of Japanese debt is owned by domestic investors. In contrast, more than 50% of
Italian debt is owned by foreign investors.
2. Japan has a current account surplus. Italy does not.

Participants discussed the prospects for an economic renaissance in Japan. Some argued that a
real restoration of the Japanese economy is doubtful. Additionally, the domestic investors that
hold the majority of Japanese debt may easily switch to foreign bonds if their investments
become unstable.



The government must address debt-to-GDP ratio as soon as possible. There is a need to
balance between growth oriented fiscal policy and public confidence in the stability of fiscal
policy. One participant noted that when a country like Japan is entering its third decade of
stagnation, the word “recession” is no longer appropriate. The more accurate way to describe
Japan would be as a slow-growing country.

In the United States, what portion of the unemployment rate is due to structural imbalances,
and what portion is due to the standard effects of supply and demand? Some participants
suggested that approximately 1% of unemployment is structural, which still leaves a lot of
unemployed workers. Others noted that there are many people who are no longer looking for
work or who are working part-time involuntarily. Thus, there is an aggregate demand problem.

Participants discussed options for taxation, including a carbon tax and national sales tax. A key
consideration is the elasticity of demand in response to a particular tax. One participant noted
that a carbon tax by definition needs to be phased in if implemented. It would also need to be
harmonized across countries in order to prevent colluding companies or industries from moving
operations across borders to avoid taxation. One panelist noted that although the U.S. has
bandwidth to raise taxes to European levels, Europeans themselves face a higher hurdle
because taxes are already very high. One participant stressed the importantce of thorough-
introduction of consumption tax on internet trade to secure enough tax revenue.

In the U.S., how much tax revenue is needed to pay for the growth of entitlement spending
over the long-term? The rate of growth of entitlement spending must slow. 18.5% of GDP is
tax revenue, and 20.5% is government spending. While an intriguing idea, a consumption tax in
the U.S. raises questions related to state taxation and the federal income tax.

One participant suggested that a consumption tax is an ideal policy for the U.S., Europe, and
Japan. Inthe U.S., excessive consumption was the cause of its trade deficit, which is why a
consumption tax is needed. Further, if the U.S. introduces a federal consumption tax, it will be
very helpful for Japanese policy makers to see the U.S. doing something similar.

Another participant noted that Japan needs a higher rate of productivity growth than the
United States in order to maintain the same growth rate. This is because population
demographics in Japan are far different (there is a population decline in Japan). Domestic
demand must increase, which is a very difficult path. If domestic demand does not grow, the
Japanese economy will remain stagnant. Reconstruction after the earthquake will be funded in
part through an income tax increase. The corporate tax is very high in Japan and needs to be
lowered if firms are to become more competitive.

The question of immigration was raised in relation to Japanese population decline. One
participant noted that immigration liberalization would just be a one-time solution. Real
productivity growth means changing inefficient policies. This panelist cited the agricultural
sector as an example. Other participants agreed that it is necessary to improve productivity in
several sectors of the Japanese economy, including agriculture. There is also a larger debate
happening in Japan regarding the proposed Trans-Pacific Partnership (TPP) multilateral trade
agreement.



Participants discussed the role of the ECB in addressing the European crisis. One participant
noted that the ECB should stand ready to buy all Italian and Spanish bonds. Fiscal austerity
cannot be the only solution to escaping this crisis. Cutting spending in the short-run is difficult,
especially at levels demanded by current circumstances.

Participants discussed the outlook for ECB reform and the role of Germany: Would the Germans
endure a systemic collapse rather than see the ECB assume such a strong fiscal role? One
participant noted that there is an institutionalist view of economics at the ECB. The euro area
basically has a zero current account. If there is chaos in Europe, the German people will suffer
immensely because their exports will collapse. Another participant noted that Germans have
strong inflationary fears based on their history with hyperinflation during the Weimar Republic.
Two German members of the ECB leadership, Juergen Stark and Axel Weber, have voiced their
opposition to buying bonds.

Participants discussed developments in the European banking sector. One participant
suggested that the ECB will need to back European banks just like Federal Reserve backed U.S.
banks. Another noted that Europeans have not backed European banks, so these banks are
undercapitalized. Banks do not want to raise capital because doing so will dilute shares. If
Europe implodes, the world is almost certainly looking at a 2008-like scenario. It is difficult to
predict how financial markets would react, but the shock to exports alone would send the U.S.
into a double-dip recession.

Session Il: Emerging Market Growth Prospects and Trends
Presentation: Japanese Perspective

Can China sustain its economic development this year and into 2012? The answer is yes and no.
China’s strong potential demand suggests that it can sustain its economic growth because it
has:

1. High savings ratio — supports the investment ratio and then drives economic
development

2. Large population (and sizeable domestic market) — supports strong demand

3. Strong competitiveness of basic manufacturing industries

Chinese policy makers need to take steps to overcome problems and to help stabilize growth:
1. Privatization of state-owned commercial banks and enterprises
2. Development of a competitive, market-oriented system
3. Downsizing of government and changing of economic structure

In the short-term, the Chinese property market is still in a bubble and inflation is still very
serious. The government must reform the renminbi currency regime.

How can China’s economic infrastructure be changed to propel growth? Manufacturing and
services industries are still the main engines for Chinese growth. However, this is not
sustainable. The services industry must be strengthened, and China must lower its dependence
upon external trade.



How can the services industries (information technology, financial services, etc.) be
strengthened? How can more employment opportunities be created? Some labor has shifted
from agriculture to service industries.

How can inflation be kept down? Total inflation is actually not so high. However, food inflation
is a very serious problem. The key government priority must be to control food prices. Last
February, the Chinese government adjusted the composition of its CPI basket, lowering food
from 34% to 32%. If the government had not made this adjustment, it is possible that the
inflation rate would be slightly different. Real inflation rates in China are often higher than
stated government rates.

Interest rate control is not enough. The Chinese central bank needs to liberalize the interest
rate regime such that interest rate control can play the role of a price mechanism.

Since 2008, the Chinese government has worried about damage from prices, and it has relaxed
control of bank lending, thereby expanding the money supply rapidly. This is the reason for the
property market bubble. Lending by commercial banks since 2009 and 2010 has driven an
increase in market liquidity. Most money flowed into the property market. Property prices
continue to increase. How can property prices be controlled and concurrently avoid a hard
landing? This is a problem. The possibility of a hard landing is still very high.

The Chinese government must do more to rebalance the international economy. Revaluing the
renminbi is not the only way to do this. The government must liberalize its economy and open
its doors to foreign goods and services. It must also improve efforts to deregulate and loosen
government control. Lastly, the government must reform the Chinese political system and
create a transparent market and economic system.

Presentation: U.S. Perspective

The most exciting story in the world economy has been in emerging markets like China, India,
Brazil, and sub-saharan Africa. If recent trends are sustained, we will have by 2050 a global
economic structure like we had in the year 1700. In 1700, Asia accounted for 58% of GDP,
Europe only 25%. The 2050 Asian share of GDP could be over 50%.

With the rise of emerging nations, we are looking at a very profound change in the structure of
the global economy. This constitutes a defining issue for the development of economic and
foreign policy worldwide. A key factor has been the rise of China as a major player in global
trade. China has overtaken Germany as the biggest exporter of tradable goods. Investment
share of GDP in China is 49%, which is the highest rate of any country in modern recorded
history.

The rise of China and India has had a spillover effect in other developing nations. China is the
world’s major consumer of commodities, including copper, aluminum, and iron ore. Due in part
to China’s emergence as a major commodity consumer, there has been a significant rise in
global commodity prices. This has impacted market activity in countries where commodities
are sourced.



Despite strong GDP growth in emerging markets, food prices remain a key challenge. Food
prices are much more important for developing countries than advanced economies. India,
Brazil, and China have raised interest rates numerous times in recent years. How rapidly can
developing countries go into reverse and ease their monetary policies? In some countries,
inflation is still a problem. India raised its interest rate as recently as October because its
inflation rate is still 9%. China remains concerned about housing prices. Governments are not
necessarily going to move quickly to ease monetary policy. However, emerging economies
have the potential to maintain growth rates by easing monetary policy and lowering interest
rates.

Europe buys a large share of exports from the developing world. The danger of euro area
implosion is a drop in exports from developing economies. Another risk is a credit crunch.
Share prices of European banks are very depressed, and it is very difficult for them to raise
capital. These firms must therefore shrink their balance sheets and sell assets, which means
that they will be lending less. This may lead to disaster.

The current situation with U.S. fiscal policy represents a grave danger to economic growth.
There is risk of significant fiscal drag. Unemployment benefits and the payroll tax cut will expire
in six weeks unless Congress and President Obama can agree to a further extension. In addition,
Republicans have rejected any offer for infrastructure spending. However, congressional
Republicans may not be able to risk allowing the payroll tax cuts to expire. Otherwise, the
administration can say that Republicans imposed a $1,500 tax increase on the average

American family.

Panel Discussion

Participants discussed constraints on growth that go beyond current problems with inflation
and monetary policy. In India, for example, structural and policy problems will limit growth to
the 7-8% range (instead of 8-10%) during the next few years. Additional challenges and barriers
to growth in India include:

- Continuing infrastructure deficit (power, transport, airport, port, road)

- Fiscal deficit edging back up (a result of politics and the desire of the ruling Congress Party
to secure the support of rural voters in upcoming elections during the next three years)

- Central fiscal deficit could exceed 5%; combined with state deficit, it could be close to 10%

- When the current government came to power in 2009, there were hopes for reform, but
this has not materialized. The main reason is politics.

- A central concern of the Congress Party is a focus on India’s poor and various redistributive
income transfer schemes employed over the past 7 years.

- Afood security initiative under consideration would guarantee 25 or 30 kg of grain per
month to families living in poverty; the poverty line has been revised up to include more
beneficiaries if this program is ever implemented.

Participants discussed the proposal to create a core G-10 organization of developed and
developing nations based on objective criteria, instead of G-8, G-5, and G20, because these
countries have not been selected based on objective criteria.



The standard for membership in G-10 would be based on objective criteria:

- Country’s percentage share of GDP in world economy
- Percentage share of population relative to world

- Sum of these 2 figures

- Divided by 2

Calculation will be made on this number for each country and the best 10 will become
members of G-10.

The business of G-8 would be conducted by the G-10. In addition to G-8 business, three
important issues related to trade policy must be addressed:

1. Trade and climate change
2. State-owned companies and trade policy
3. Trade policy and resources

Participants discussed political and ideological barriers to successful implementation of the G-
10 proposal. For example, newly admitted countries would need to be convinced that they
have an equal seat at the table and an equal stake in policy outcomes. A change of the guard
would need to take place. Like a baseball or soccer team, the team defeated often will drop
down to the minor leagues. This is the logic.

Participants discussed Mario Draghi’s decision to cut ECB interest rates. It was noted that Mr.
Draghi will likely be careful to lead the ECB along a consensus line. Concerns about the French
and German banking systems are paramount now. The current problem is not Greece, which
has a relatively small GDP. The biggest challenge is the exposure of European banks to
sovereign debt. When mortgage backed securities slipped, regulators in Europe bought
sovereign debt because of its perceived stability.

Participants discussed the role of China in the global economy. It was noted that from a unit-
labor-cost perspective, Chinese wages have not grown as fast as productivity has risen. The
four biggest banks in China are state owned, as are many small banks. Wage gains during the
past year have been 20%. There is also a wave of small manufacturing firms in eastern China
that cannot raise prices because of the renminbi. These firms have higher fixed labor costs.

The Chinese population will decline from 2015 forward, and the labor force will decline after
2020. This is good news for the Chinese people. This will force an economic shift to different
industries and an overhaul of the industrial structure to higher tech or higher value industries.
This is the natural process in developing countries. As countries begin to export more, they
need to pay higher wages as their productivity increases. China may have been able to put this
off due to its political system, but the pattern cannot be delayed forever.

To the extent that this is natural and government does not prevent wages from rising, if
consumption goes up, so will imports. This is a potential source of growth for developed
economies.



The number of changes that China needs to undergo during the next 10 or 20 years is
staggering, even when considered against the changes that have happened during the past
three decades. China’s economic system is embedded in its political structure. Incentives must
be shifted and modernized.

Session Ill: Identifying New Sources of Growth — Agenda Items for the 2012 Chicago G8
Summit

It was noted that there are two ways to promote growth:

- Government spending
- Deregulation

A change is taking place within capitalism. It was previously thought that internal discipline was
in place, taking care of employees, depositors, and other stakeholders. The financial crisis that
culminated with the fall of Lehman Brothers revealed that capitalism was abusing this freedom.
Consequently, it has become necessary to impose discipline through increased governmental
control.

The level of control needed depends on the sector in question. The financial sector, for
instance, needs more regulation than other sectors. Outmoded regulatory regimes still exist in
some sectors. For example, local beer brewing was prohibited in Japan until 1994. Also,
regulations regarding robotics could be lifted to re-invigorate the Japanese economy.
Deregulation could work in Europe. If Europe succeeds again, then Japan will also once again
succeed.

Presentation: Japanese Perspective

Inflows of foreign direct investment (FDI) to the global South have increased. In 2010, the
South absorbed over 50% of global FDI flows for the first time. Developing countries have
strengthened their presence as investors. Outflows from Hong Kong and China increased by
more than $10 billion in 2010, as compared with 2009. Also in 2010, six developing countries
were among the top 20 FDI investors globally.

The global South is becoming more important as a destination for FDI. Developing countries
have strengthened their presence as investors. The main direction is from South to South.
Chinese FDI to the U.S. is just 2% of its investment globally. However, investment from South
to North is also increasing.

Various non-tariff barriers exist in South-to-South and North-to-South investment. Creation
and implementation of appropriate rules is the key to reform.

Obstacles include:

1. Sudden changes in regulation
a. Legal uncertainty
b. No notice before regulatory changes
c. No consultation with public before changes are implemented



2. Protection of intellectual property
3. Handicaps against foreign business
a. Capital controls
b. Local employment requirements
c. Local procurement and content requirements

Improvement of the business environment is important for promoting FDI. Legal provisions,
including bilateral investment treaties, can be a basis for creating a legal environment that is
friendly for business investment. Multilateral investment agreements should also be pursued
to promote and protect FDI (South to South and South to North). These key provisions should
be included in legal agreements:

Transparency

Due process

Non-discrimination

Prohibition of requirements on technology transfer, local content, and local
employment

5. Effective dispute settlement procedures

PwnNpeE

There are numerous reasons for the current Doha Round impasse:
1. Substantial gaps among major countries
2. An evolving global economic structure, including an increase of responsibility shared by
emerging economies
3. 153 WTO member countries with veto power
4. The wide range of topics under discussion as part of the negotiations

Further, there is no shared sense of responsibility among WTO member states. In contrast to
the Doha Round, the Uruguay Round benefited from a shared sense of responsibility between
the U.S., Canada, Japan, and the EU for concluding negotiations.

Protectionism poses a huge risk for the global economic system. Protectionism can never be an
answer. A new mechanism is needed to deal with trade challenges and tackle the conclusion of
the Doha Round. The political will of leaders is essential. Currently, G-20 leaders are just
discussing financial issues. They need to look at trade issues as well. Engagement of the
business community is also essential. In addition, WTO member states need to explore ways to
deal with variable geometry, which means confronting changing business needs and a changing
business environment. A plurilateral approach is another way to move trade forward.
Regarding an FTA approach, the Trans-Pacific Partnership is a very hopeful development.

Presentation: U.S. Perspective

Should G-8 nations outline a framework for a new sustainable economy that provides a new
model for growth? Finding new sources of growth in G-8 countries is a pressing challenge. The
world does not have a growth problem — G-8 nations do.

G-8 countries are generally very wealthy. However, they face numerous challenges to growth:



High unemployment

Stagnant real incomes and growing inequality
High public debt

Unfavorable demographic trends

PwnNpeE

Within most industrialized aging G-8 states, growth is elusive because firms are relocating to
rapidly expanding markets. G-8 firms can prosper due to their ability to relocate labor and
capital, but what about their home markets?

The world has watched the shift from developed to developing markets. This is increasingly the
result of corporations’ desire for proximity to the fastest growing end markets, which are now
in Asia. The pressing issue for G-8: since the world does not have a global growth problem,
major emerging markets have been in spirited battles to constrain growth. It is therefore
important to outline certain successes in G-8 countries at the firm level, which might suggest
new public policy ideas to promote growth.

There is a consensus developing that regulation places a serious constraint on growth. For
example, U.S. Senator Susan Collins (R-Maine) was quoted as saying that business needs a
“regulation time-out” on new rules that would adversely impact jobs, economic growth, and
America’s international competitiveness. Also, The Wall Street Journal commonly excoriates
new regulations implemented under Obama administration.

It can be argued that this preoccupation with overregulation misunderstands the issue of
competitiveness at the firm level. Fixation on over-regulation is driven by ideological - not
empirical - grounds. In Europe, for example, many firms have done well despite high regulatory
standards. In Germany, there are high standards for waste disposal and engine emissions, and
there are high taxes on energy. Germany has the lowest unemployment rate in Europe.
German automakers have excelled in the exports market — they now occupy the top three spots
in exports to China.

High standards have been at the center of innovation. Instead of creating a high cost burden,
high standards have made German firms more competitive in the global marketplace. Japan is
no different than Germany in this regard. Japanese firms lead many niche markets globally, and
regulatory standards are very high in Japan. Food safety and air and water quality are
becoming increasingly important in developing nations. Japanese firms will be well placed to
sell their products in these markets.

China produced over 11 million passenger cars last year, so there is a huge potential for
implementing high technology production standards — technologies that will come from
Japanese and European suppliers, for example. Many Chinese firms are making good
production investment decisions.

G-8 firms that want to maintain relevance must work hard to maintain technological leadership.
They must analyze reasons for technological advances and ways to market these advances.

This dynamic can be seen as a change from the proverbial “race to the bottom” back to a “race
to the top.”



Internationally shared standards on pollution, safety, and efficiency might be a place to start.
Ideas and technologies are very mobile. Advanced economies may not always be able to
maintain a productivity edge, but our systems of governance and regulation can motivate firms
to stay ahead of the game while continuing to innovate.

Discussion

One participant discussed a communiqué recently issued by the BRICS countries (Brazil, Russia,
India, China, and South Africa). This document underscored support for the international order
created at the end of World War Il with U.S. leadership, including the WTO and IMF. It went on
to deplore the failure of the global community to reform this order and to better reflect the
tectonic shifts that have taken place in the postwar period. Most notably, there has been a
shift of resources and economic activity to the East and South.

Regional and bilateral trade agreements are proliferating around the world. Participants
discussed the proposition that these agreements are called “free,” and suggested they are all
discriminatory and diversionary. The proliferation of free trade agreements threatens to
undermine the WTO. Some say that it will be cheaper and more efficient to ignore all of these
rules.

Participants discussed the suggestion that monetary integration and union have made very
little progress in East Asia. The world has lost its reserve currency. There is a need to
modernize and reform international institutions, which have not changed since 1945. Europe in
effect manages the IMF, and the U.S. in effect manages the World Bank. The question was
asked: Who will step up to the plate and begin to update these institutions? A new global
regulatory regime and financial resources are needed in future. Is a new reserve currency the
solution? Or a multi-currency regime?

The group discussed future sources of leadership in the arena of global trade and governance.

It was suggested that the U.S. is marginalizing itself. The U.S. and Japan have dysfunctional
politics. China is being characteristically diffident. One participant recommended that a
network of think tanks and universities can be put together to consider possibilities and keep
discussions away from the political realm for now. Cooperative effort among academics and
research institutes worldwide could go a long way. It was suggested that the WTO is not ready
to discuss changes in its governance process. No process is in place to reach a conclusion at this
time. It was suggested that the WTO could create a committee to discuss ideas for reform.

Another participant noted that bank regulation is moving in an interesting direction now. Banks
are highly leveraged institutions. They maintain a certain amount of capital, which corresponds
to how much they can lend. The trend in U.S. and international regulation is to increase capital
requirements. In theory, this makes financial institutions safer. However, higher capital
requirements can lead to reduced lending, which in turn lowers economic growth. The
guestion is this: as policymakers get together to discuss new sources of economic growth,
should this be discussed? Has research been done to assess the impact of higher capital
standards on economic growth?



Participants discussed the price of credit, which can be viewed as the most important price
indicator in an economy. Lending institutions in the 19" century had unlimited liability, and
leverage ratios were drastically dissimilar to what they are now (much lower). Has the cost of
money increased to the extent that it can constrain growth? From one perspective, the

problem with banks is a malformed structure of incentives. CEOs have the opportunity to
increase earnings, and they get paid a lot of money and assume no personal risk of financial loss.

One participant noted that in the long-term, experience has proven that the extra investment
costs related to higher regulations are beneficial at the firm level. In countries like the U.S., our
expectations on return on investment are very, very short-term. The Germans and Japanese
take a longer term perspective. When you build in the cost of regulations, they are a very
modest cost on top of total expenditures.

Participants discussed the role of shareholders. One participant suggested that today’s
companies are not designed to think about G-8 citizens. They are only designed to think about
shareholders. Is there any uniform system of accountability that can be implemented globally?
The U.S. seems to be making some effort to address these issues outside of its own borders.

One participant suggested that when externalities exist, they should be regulated. The key
guestion is not whether to have more or less regulation, but instead how to develop wise
regulation — particularly with regard to financial markets. Also, the issue of moral hazard and
regulation is an important question. A participant noted that we should prevent the formation
of banking sector institutions that are too-big-to-fail so that institutions can fail without
threatening to bring down the entire market with them. Another participant noted that once
you have a regulation, it is very difficult to get rid of it. There is no mechanism to eliminate a
regulation that is outmoded. It was suggested that new regulations could be created with
sunset provisions to avoid this problem. It was further noted that constituencies tend to
develop around regulations regardless of sunset dates, thereby contributing to the inevitable
lifespan extension of the regulation in question.

One participant suggested that we should first address legal and institutional corruption in the
U.S. before targeting reform in other countries. It was suggested that the U.S. might
experience a higher rate of economic growth if its political system was cleaned up. Growth
depends in part on the evolution of institutional thinking.

For example, infrastructure investment is a much better way to create jobs than defense
spending. Education is also a better way for government to spend money for the purposes of
job creation.

Participants discussed Japan. Someone noted that the very nature of the Japanese people has
not changed at all, i.e., the Japanese are a very diligent and hard-working people. The real
problem is the Japanese social system. In Japan, the manufacturing sector is like West
Germany. The non-manufacturing is like East Germany. The agricultural sector, for example, is
highly inefficient. The manufacturing sector, which led Japanese growth previously, is leaving
Japan.



Other sectors need to be deregulated in order to increase market competition and make higher
growth possible. Inefficient, highly regulated/protected sectors need to become more
productive and competitive.

One participant suggested that it is important to remember that during the past 150 years,
Asian renewal started in Japan. When considering the recent period of economic stagnation in
Japan in the context of its declining working-age population, increasing challenges to its
technological leadership, and diminishing geopolitical relevance, can we look to Japan for a
radical departure from the past for global renewal? Or will Japan simply continue to muddle
through its third lost decade?

Conclusions and Recommendations
Michael H. Moskow

Mr. Moskow provided a recap of the day’s discussions. Bubbles in various countries resulted
from different causes. In Japan, the bubble was caused by excessive corporate borrowing. The
U.S. financial crisis was precipitated by a housing bubble, and Europe now faces a sovereign
debt problem.

Japan can be viewed from a structural standpoint as a two-tiered economy. The first tier,
consisting of the manufacturing sector, has high productivity growth (but this sector is shrinking
as a percentage of the economy). The second tier, consisting of agriculture and other protected
sectors, has lower productivity growth. Overall productivity growth in Japan is slowing.

If the newly proposed Trans-Pacific Partnership (TPP) is agreed to, protected sectors in Japan
would be opened to competition, thereby stimulating growth and improving efficiency.

In the United States, the rate of growth has been faster than Japan. U.S. growth should be 2.5%
on a long-term basis. Japan’s growth rate is slower because its population is not growing.
However, the U.S. is experiencing slow and sluggish growth because it is coming out of a
recession caused by a financial crisis, which traditionally means that a recovery will be slow and
sluggish.

A significant risk for the U.S. and Japan is Europe. How serious will the recession be in Europe?
Forecasts for economic growth all over the world are coming down. The ECB could solve the
liquidity crisis by agreeing to buy Italian and Spanish bonds.

We also discussed the idea of a consumption tax that could be imposed now and gradually
increase over time. According to this view, this would have the effect of encouraging
consumption now (when consumption tax is raised step by step, people would be rushed to buy
before tax hike). This would be similar to reducing interest rates in its effect on aggregate
demand. However, a consumption tax may not be politically possible in the United States.

Emerging markets are very important. China is the largest emerging market. In India, economic
growth is beginning to slow down. There has been no serious political reform thus far in China.
When will this occur? (There was also a discussion to introduce consumption tax on internet
trade to secure enough tax revenue.)



Europe poses a very serious problem and raises many questions related to regulation and the
role of government. It was suggested that the most important question regarding the role of
government is not whether to have more or less regulation, but instead how can we create
wise regulation that will spur growth? Externalities can be captured through regulation and
taxation if implemented wisely.

Noboru Hatakeyama

Earlier, there was a reference to a carbon tax and a reference to elasticity. However, there was
no discussion about a cap-and-trade system. Cap-and-trade is an interesting scheme to be
discussed further. What | meant by climate change implied the necessity of discussing cap-and-
trade. The group elaborated on the economic situation in India. Why is there such a high
growth rate in India despite infrastructure problems?

The proposal to create a G-10 might be rejected in a very decent manner, but it might serve as
the beginning of the game. This is critical because the world needs to be democratized and
cannot be ruled only by a few countries. Developing countries like China, India, and Brazil
should be in a position to have their own place at the table and not be taken for granted.

Concluding Remarks

Mr. Bouton thanked Mr. Hatakeyama and Mr. Moskow for their leadership of this entire effort
to bring together this group for a very stimulating and informed discussion. He noted that
there have been many mentions of a need for political leadership around the world. This
reminds us that for all the science of what we have been discussing, at the end of the day, when
the world is in this kind of a situation, without bold leadership, it is tough to consider that
imaginative suggestions can get a hearing or be implemented. Let’s remember what put the G-
20 at center stage — it was the 2008 global financial crisis. It might take another crisis to reach a
resolution on how global governance is executed. On the other hand, we would rather not
experience such a crisis in order to achieve these reforms.
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“Japanisation” of the economic
stagnation in the U.S. and Europe

* Japan’s “lost two decades” of economic
stagnation since the early 1990.

Real GD?P growth

Balance sheet adjustment effects
by the bursting of the bubble

* With sharp fall in asset prices, debts become
excessive, bringing about shortage of capital

* Banks are suffered with non-performing loans
* Major sectors of balance sheet adjustments
e Japan --- corporate sector

e USA --- housing sector

* Europe --- government sector




Steadily economic growth is
prospected after the Lehman shock
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Measures usually taken to restore
confidence in financial markets

Easing monetary policy providing enough
liguidities in the market, and the currency
depreciation to stimulate domestic demand;

Fiscal expenditures to rescue private financial
institutions and shifting the burden to the
public sector;

Government initiative to deal with non-
performing loans.




Conversing short-term interest rates:
Source OECD (2011.5)
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Increasing budget deficits
Source OECD (2011.5)
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International coordination policies
preventing another financial crisis

* Early warning mechanism by collecting data
on private and public debts across country;

* Positive role of international organizations for
intervention before the crisis;

* Coordination of domestic regulations on
financial institutions for preventing too big to
fail financial institutions;




Japan’s policy for dealing with bad
loans

Industrial Revitalization Corporation of Japan
(IRCJ 2003-07)

Assets purchase program must be combined
with recapitalization program;

Programs must be preceded by rigorous
inspection;

Non—performing assets purchased have to be

put back into the private sector or
restructured swiftly.

Non-Performing Loans:
1996-2009 (100 million yen)

Non-performing loans

2000 2005 2010
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Need for domestic demand growth
under world-wide recession

* Large productivity gap by industry; reforming
the agriculture and service sectors is needed

Labor productivity {(million yen, 2009)
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Trans-Pacific Partnership Agreement

* De-facto US-Japan Free Trade Agreement, and
expanding to APEC countries

* Setting a common rule for domestic rules and
institutions (intellectual property rights etc)

* Stimulating competition in agriculture and
other non-manufacturing sectors,

* Urging structural reform by setting clear
time-limits.




@ Long Ke, Senior Research Fellow, Fujitsu Research Institute, Economic Research Center

KE, Long
Senior Fellow, FRI
16™, Nov., 2011
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1. Whether China can sustain the growth? FUjiTSU

B The answer is Yes and No.

B First, China can sustain the economic growth because
of its strong potential domestic demand: High saving
ratio, big population, big domestic market and strong
competitiveness about basic manufacturing industries.

B Second, Chinese policy makers need to do more
efforts to stabilize the economic growth. To privatize
the state-owned commercial banks and the state-owned
enterprises, to build a market-oriented system, to
downsize the government, to change the economic
structure.

1 Copyright 2011 FUJITSU RESEARCH INSTITUTE
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2. High saving ratio & high investment ratio
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4. The difficulties for the policy-makers FUjiTSU

The problems in short term The problems in long term

1.How to stabilize

1.Property Bubble-Inflation Tt T

2.Imbalance of external trade 2.To reallocate income

3. Revaluation of RMB 3.To create more employment

opportunities
The dilemma for policy mix \ ’ Capacity building

4 Copyright 2011 FUJITSU RESEARCH INSTITUTE

5.How to strengthen the service industries?  rujitsu

Outcome growth ratio (1990=100)
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6.The point is how to strengthen the service sectors

The real GDP for three industries
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7.1t is important to cool down the inflation now? FUJITSU
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8. The basket of CPI has change in Feb. 2011

After Feb. 2011

Betore Feb. 2011
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9.China needs to liberalize the interest rate control Frujitsu
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10.Over liquidity made the property bubble FUjiTSU

Monev
Supply M2

—VFinancial
Institution
Loans

LLLLL 000000000 Q

Copyright 2011 FUJITSU RESEARCH INSTITUTE

11. Banks generate too much liquidity into the marketrujirsu
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12. The prosperity market is still in the bubble FUjiTSU

Prosperity price in 70 big cities

Why house price uncontrollable
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13.Land price and house price FUjiTSU
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14.How to rebalance the inter. economics FUjiTSU
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15. Big cities are bottoming up the income FUJITSU
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16.My conclusion and proposal FUjiTSU

B What the govt. can do?

=To improve deregulation and liberalize the economic
control.

B What the govt. needs to do?

=To reform the political system, to create transparent
market-oriented economic system.

B What will happen in China in coming years?

=1t is a turning point for China to reform political system
and to build Chinese style democratic political system
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® Noboru Hatakeyama, Chairman and CEO, Japan Economic Foundation

Publisher’s Note

A Proposal to Establish G-10

By Noboru HATAKEYAMA

Although member countries of the G-8 are reluctant and hesi-
tant to declare it, the group has been an organization for global
governance, at least for economic policies. However, the recent
eye-opening economic development of newly emerging countries,
including China, India and Brazil, has made it look strange that
the G-8 does not include these developmg countries, calling into
question even the lcg1t1macy of the selection of the G-8 member-
ship. That was why the G-20 evolved to hold its first summit in
2008. However, the selection of the G-20 membership was also
discretionary. Although the selection of each member may have
justification, there is no objective standard for the selection. In
addition, in the case of the G-20 summit, the number of members
may be too many if those leaders want to have real discussions.

In the past, until 2006, it had become almost an established rule
for the chairman of the G-8 to invite a few leaders in addition to
G-8 leaders to have a special meeting between those non-G-8 lead-
ers and G-8 leaders. Who were chosen as invitees was entirely up
to the chairman each year, although mainly only top leaders of
developing countries were qualified.

In 2007, a G-8 summit meeting was held in Heiligendamm,
Germany. It was chaired by Chancellor Angela Merkel. She invit-
ed five non-G-8 leaders from developing countries: Brazil, China,
India, Mexico and South Africa (the G-5). What distinguished the
Heiligendamm summit in terms of inviting non-G-8 leaders was
her proposal for G-8 summit meetings for the next two years to
invite leaders from the same countries and the proposal was adopt-
ed. Therefore the same G-5 national leaders were invited to the G-
8 summits in Hokkaido, Japan, in 2008 and in L’Aquila, Italy, in
2009. In addition to the original G-8 meeting, G-8+G-5 meetings
were also held.

Last year, working groups and workshops were established to
deepen dialogue among incumbent and former officials and
experts of the G-8 and G-5. I was invited to one of them held in
Shanghai, China, last year. The title of a workshop session I
attended was “Reshaping club governance — examining the options
between G-8, G-8/G-5 and G-20.”

In that session, I made a personal comment as follows. “As of
now, there is no objective standard on which we choose member
countries for global governance. Unless we have such an objective
standard, they may not be able to persuade other countries because
they do not have justice or legitimacy in the first place. So I would
like to propose establishing an objective standard to select coun-
tries joining global governance.” Then another participant
rebutted, “In the case of international politics such as selection of

countries for global governance, there is no justice such as an
objective standard!” He whispered to me during a coffee break
that therefore the responsibility of selected countries to join global
governance is very huge. [ was not convinced, however. At the
back of my proposal, there are the following points specifically.

1. Those countries joining global governance (hereafter
“Members”) should be influential countries.

2. Such influence should be measured economically and socially.
The size of GDP and population of each country will represent
its economic and social influence. What is important here is not
to adopt military influence. Of course, if we include military
influence as a standard to select Members, we will invite severe
competition for military expansion.

3. We should not have more than two organizations serving global
governance. As of now, the G-8 and G-20 coexist, making lead-
ers attending both extremely busy. This year, no G-8+G-5
meeting was held because all G-5 members are included in ‘the
G-20, which met simultaneously with the G-8 in Canada. This
does not mean the G-8+G-5 scheme has been abolished. We
need to conduct administrative reforms for world leaders’ meet-
ings. We should establish a new G-10 based on an objective
standard and abolish the G-8, G-8+G-5 and G-20.

4. Specifically, we should first calculate each country’s GDP share
in the world total. Secondly, we should calculate each country’s
population share in the world total. Thirdly, we should add up
these two shares for each country. Fourthly, select the top 10
countries to finally decide Members to create a G-10. If we use
2008 data, which is the newest available, those 10 countries are
the United States, China, India, Japan, Germany, France,
Brazil, Britain, Russia and Italy. In a nutshell, they are the G-8
minus Canada plus three of the BRICs countries (Russia is
already included in the G-8). This outcome coincides with our
common sense, although we have to miss Canada whose politi-
cians and diplomats have been doing excellent jobs in keeping
Canada as a member of the G-8 despite the fact that the objec-
tive data do not necessarily support it. These 10 members don’t
have to be frozen. If the newest data suggest member change,
we have to accept it (JS]

Noboru Hatakeyama is chairman/CEO, Japan Economic Foundation. Before
then he was chairman/CEQ, JETRO. A former senior trade official, he undertook
many trade issues, including the Uruguay Round of GATT talks. He is known as
a pioneer of debate on FTAs involving Japan.
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» The inflows of FDI to the South have increased
» In 2010, the South absorbed over 50% of global FDI flows for the first time

Top 20 FDI Host Economies

FDI inflows by group of economies

Source: World Investment Report 2011

»> Developing countries have strengthened their presence as investors

» Especially, outflows from Hong Kong and China increased by more than $10 billion
in 2010, comparing to 2009

» In 2010, six developing countries were among the top 20 investors

» UNCTAD survey confirms this trend is likely to continue

Top 20 FDI home countries, 2009 & 2010 FDI outflows from the South, by region

Source: UNCTAD World Investment Report 2011




» South to North investment has increased compared to 1980s and early 90s
» However, after the economic crisis in 2008, investment to the North declined

Bns South to North FDI, 1985-2004 Distribution of FDI projects by host region (%)
150

100

VS

1985 1990 1995 2000 2004

Source: UNCTAD World Investment Report 2011
Source: UNCTAD World Investment Report 2006 5

» Various non-tariff barriers exist in “South to South” as well as “North to South”

investment
» Setting and implementing appropriate rules are the key solution

ORegulations to restrict FDI and the employment of foreign

OSudden change or strengthening of domestic ngtiorlal_s . . ) .
regulations by the foreign governments ODiscriminatory financial support to domestic companies

Rules to be prepared (examples) l—

r
IR 8 B (R (examples) ORestriction of capital controls
OProcedure of explanation before the OdLimitation to local employment requirement
change of regulations OProhibition of local procurement and local content
OObligatory consultation to the public requirement B




» In developed countries, the authority has been strengthened to stop inward investment
when there are security concerns

»Sometimes antagonism against the South blocks “South-North” investment
substantially

Examples of strengthened regulation

» US: Strengthen the “Exon-Florio amendment” (2007)

» France: Set 11 sectors of strategic importance in the foreign investment regulation (2005)
» Germany: Add the subjects of import & investment control (2005)

» Japan: Strengthen the controls on export and inward-investment for security reasons(2007)

Dubai-Ports World vs. US government case (2005)

|nm

subsidiary Us

Parliament

» Improvement of business environment is the key for promoting FDI
» Legal provisions including bilateral investment treaties (BITs) are the basis

» Plurilateral investment agreements should also be pursued to protect & promote FDI,
including both “South-South” “South-North” FDI

* Transparency & due process

* Non-discrimination (pre- & post- NT & MFN)

* Prohibition of requirements on technology transfer, local content and local employment
* Appropriate dispute settlement procedures

Number of BITs in the world BIT coverage of bilateral relationship and FDI stocks
3,000 -

2,500

2,000

1,500

1,000

500

0

1969 1979 1989 1999 2000 2005 2010
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CHALLENGES IN TRADE REGIME

November 2010 APEC Leaders/Ministers Meeting at Yokohama
G20 Summit Meeting at Seoul

2011 will be a critically important “window of opportunity.”

[ January 2011 WTO Informal Ministerial at Davos

Sharing a schedule;

¢ Chair’s texts/documents in all areas by April

¢ Overall agreement on the package by July

e The finalization of legal texts and scheduling by the end of 2011

[ April 21, 2011 Issued chair’s texts/documents in all areas

l May 2011 APEC MRT at Montana / WTO Informal Ministerial at Paris

Sharing a view;

e Little prospect to conclude the Doha Round by 2011

¢ Maintaining the goal of single undertaking of the Doha mandate

* Making some deliverables at the 8t Ministerial Conference in Dec. 2011

December 2011 WTO Ministerial Conference
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A Shared “Sense of Responsibility” as the Key to Break This

Current Impasse

GDP in 2010(GDP in 2001=1)
USA 1.4
Japan 1.3
EU 1.9
China 44
India 3.1
Brazil 3.8

Nominal GDP (Source: IMF Data)
12




> Transition of the division of labor;

Intra-company global

* The risk of the protectionism in the era of global division of labor.

Share of trade in 1929 About 10 percent of GDP (ITI)
Share of trade in 2011 About 50 percent of GDP (the Sutherland Report)

* There exists the incomparable risk to the global economy of
protectionism in the era of global division of labor.

» “Made in World”
*Do WTO members share the sense of danger?

WTO/ IDE-JETRO Study on global value chain

> Joint report was published in June 2011.
»The report analyzes development of value-chain in the east Asian region.
(http://www.wto.org/english/res_e/booksp_e/stat_tradepat_globvalchains_e.pdf)
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» Issues of “global value chain” and “vertical specialization” highlighted
Diversity and complementarities of production networks cause “fragmented value chains”
+ The concept of “country of origin” is becoming increasingly difficult to apply
» Importance of lowering trade barriers
» A new trade regime is needed, as firms go beyond national boundaries

United States-China trade balance : Development of cross-national production linkages, 1985-2005

Traditional statistics versus value added (VA) terms
(in billions of US$)

Note: China’s processing trade data not available for 2000.

Sources: UN Comtrade Database and WTO estimates.  Sources: IDE-JETRO 15

New Trade-Related Economic Agenda

The Doha Agenda Singapore Issues

: # Investment
# Agriculture # Competition Policy

# NAN_IA # Transparency in Government
# Services PrEE R New approaches are

# Rules M Eadieiian needed in order that

# TRIPs global trade system can
# Trade and Environment catch up the current

# Trade and Development New Agenda business needs.
# Trade Facilitation

# Behind the Border Measures
# Export Restrictions

# Government Procurement

# International Standards

# Export Credit

16




Towards Improving Global Governance

An institutional competition among multilateral-, bilateral- and pluri-lateral

agreements could break the current impasse of the DDA and improve global
governance.

Multilateral Agreements > Strengthening WTO system.

Bilateral Agreements »WTO-consistency and
e.g. TPP, Japan-EU EIA, ASEAN++ transparency are essential.

Pluri-lateral Agreements »Potential for the basis of
e.g. ITA, GPA, ACTA future multilateral system.

17

Development of Japan’s EPA/FTA networks
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1) JWHEENEEERE A RME (Japan Economic Foundation)

JEF’s History and Mission

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. JEF has attained its 30th anniversary
in 2011.

With this goal in mind, JEF engages in a broad range of activities; it provides
information about Japan and arranges opportunities to exchange 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.

Our Tasks

To fulfill our mission, we have been conducting the following four tasks.

1. Hosting international fora and conferences

-Organizing conferences on the basis of our observation on the latest development of the
world economy and trade, and facilitating a free exchange of views on international
cooperation

2. English-language magazine: A publication about Japan

-Keeping the international community informed about the Japanese economy and
developments in trade, industry and technology.

3. Conducting research on some key issues in the international agenda and
supplementing governmental organizations’ research by coordinating
overseas research activities among think-tanks on trade and industry

-Organizing a research project on our own on the crucial trade policy related issues, as
well as selecting relevant topics each year, coordinating overseas research projects and
disseminating the outcome with Research Advisory Committee’s expert advice on trade
and industry issues

4. Inviting and encouraging foreign leaders to visit Japan and arranging overseas
visits for Japanese leaders



2)  The Chicago Council on Global Affairs

Our Mission

The Chicago Council on Global Affairs, founded in 1922 as The Chicago Council on Foreign
Relations, is a leading independent, nonpartisan organization committed to influencing
the discourse on global issues through contributions to opinion and policy formation,
leadership dialogue, and public learning.

As the business, cultural, and intellectual capital of the Midwest, Chicago plays a key role
in shaping opinion and policy on issues of national and international importance. The
Chicago Council on Global Affairs draws on its distinguished history, location, and
reputation to amplify the voices of the city and the region in the international discourse.

The Chicago Forum: Bringing the World to Chicago

Since its inception, The Chicago Council has provided an independent, nonpartisan forum
for the discussion of international affairs with world leaders, policy makers and experts.
The Chicago Council hosts more than 150 public and leadership programs each year, and
the Chicago forum remains at the heart of the Council’s work, as it broadens both the
agenda and the audience engaged.

e Public Education. The Chicago Council’s public and leadership programs offer
insights within and beyond the traditional foreign policy agenda, delving into
topics such as public health, global governance, and the environment. Public
programs also focus attention on Asia, Latin America, Africa, and other areas of
rising world influence. The Council’s audience includes young adults, civic and
community leaders, and the city’s diverse immigrant communities.

o Corporate Program. Through Council programs, corporate executives and
professionals interact directly with international business leaders and experts
who share insights about operating effectively in an increasingly competitive
global economy.

e Global Chicago. The Chicago Council on Global Affairs serves as a catalyst to
bring Chicago's diverse global resources closer together and to disseminate
information on the city's many global connections. It enhances Chicago’s strengths
as a global city and raises awareness - both here and abroad - of Chicago’s global
connections.

e Global Midwest. The Chicago Council’s Global Midwest Initiative promotes
interstate dialogue between government, business, and civic leaders about how
best to respond to, benefit from, and shape global forces. Through conferences,
seminars, and publications, the initiative provides resources for those interested
in the Midwest’s ability to navigate today’s global landscape.



Global Discourse: Taking Chicago’s Ideas to the World

The Chicago Council on Global Affairs brings Chicago to the world, as it contributes fresh
insights and authentic perspectives from the Midwest to the formation of opinion and
policy on issues of national and international importance.

e Public Opinion Surveys. The internationally renowned Public Opinion Survey,
now conducted by The Chicago Council every two years, has expanded to include
comparative studies in countries around the globe. In addition, each survey
describes not only U.S. public thinking on the full range of international issues but
also attitudes on timely themes, such as the rise of China and India and China’s
nonmilitary “soft power” in Asia.

e Task Forces and Study Groups. The Chicago Council convenes task forces and
study groups on issues critical to the Midwest, the nation, and the world. By
gathering diverse experts and stakeholders for wide-ranging discussions, the
Council contributes a wealth of experience and insight on issues such as
immigration, global agricultural development, national energy policy, and the role
of religion in the making of U.S. foreign policy. Each task force or study group
produces a report of its findings and recommendations.

e Leadership Dialogue. The Chicago Council convenes leadership dialogue in

Chicago and beyond through international conferences. The Council periodically
sponsors other meetings on topics of special interest, such as the impact of
globalization on the Midwest region and soft power in Asia. Through leadership
study missions, The Chicago Council also connects Chicago’s civic, intellectual, and
business leaders to their counterparts in other key parts of the world.

To learn more about The Chicago Council on Global Affairs visit
thechicagocouncil.org
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