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1000 Massachusetts Avenue, N.W. Washington, D.C. 20001-5403, U.S.A.

E O E BN R RE AN ERSRR S A, Japan Economic Foundation (JEF)
K[EM  Cato Institute (Cato)

7 — ~: “U.S.-Japan Economic Relations in an Era of Political Uncertainty,

Sluggish Growth, and Shifting Demographics”

(BOR D AHEEM:, BEAIR, ANAERBOZEORIZIS T 2 F KRS
RAFRIZ OV TO)

Agenda

Session [:Assessments of the Economic and Political Climates in the United States
and Japan: Implications for the Bilateral Relationship
(HkDBUE « #REFEZOFE — B KERFE BRI I 7 2 B %2 5 2 55
Discussions include:
U.S. fiscal crisis; U.S. political gridlock; the impact of Japan’s aging
population on it prospects for economic growth; Japan’s elusive continuity
in national governance; prospects for indigenous sources of sustained
economic growth; the impact of March 2011 tsunami and its aftermath on
the Japanese economy, politics, and the outlook of the Japanese people;
the impact of “crisis fatigue” on U.S. economic reform; the similarities
and differences between the Japanese economy during the bubble period
in the 1990s and the U.S. economy today.
CREDMBaH, KEOBIGRATEEEE D . milisfbthady B AORFE I EIC
RETHE, BAOR AR BRI OREE, FETR R RR D 10
EAT72E WL 57, 2011 4F 3 HORHAAREKDOEKE OB L AADHK
18- BRFE CTORE, ZNOOREICKT 2 BRERO R, KEORER &
A& D ERIETT O, 1990 RO AKRD AT IVREFH L4 H DX
1768 3 DHFLLR & AR )



Session II:Global Macroeconomic and Other External Influences likely to Impact
the U.S.-Japan Relationship
() 7o~ 7 o R IR OZ OMOINTER 23 B K BRI KT T2
Discussions include:
European debt crisis; the rise of China; nuclear weapons proliferations;
resource security issues in relation to GATT Article 11 vulnerabilities;
war and terrorism; the global subsidies race; emerging protectionism;
currency wars.
(RMEB MR, HEORE, EZICHR-E, GATT11 S&RICBE L 7o ERAE 4
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Session III:Prospects for and Impediments to Trade Agreements and Other
Bilateral or Regional Forms of Cooperation
(5 5 b i DR MEZLR K OB E 22K — 2 ool [EfH] - MU 0 & 0 )
Discussions include’
Developments in the TPP Negotiations; Japanese obstacles to Japan’s
participation in the TPP; U.S. opposition to Japan’s participation in the
TPP; Prospects for a Japan, China, Korea FTA; Prospects for a
Japan-U.S. FTA; Prospects for a U.S.-EU FTA; other vehicles for
increased cross-border investment, transnational collaboration, and
trade.
(TPP 22U BUR, AARD TPP BI~DEE, HAD TPP B1~0 X[
OfxE, H o FTA -« HK FTA - kK EU FTA O RG@E L, EfE4 8 7=
GO - ZIEEEW ) - BHEHEET 272002 Do FE)

Session IV:New and Heterodox Ideas for Cooperation and Economic Growth
(RFERIE LB IO DDOH =725 %)
Discussions include:
Unilateral trade liberalization; the future of global value chains;
regulatory convergence; standards harmonization; investment
liberalization; immigration reform
(—hHw7 85 Ak, R IMEEESE (N) 2—F =—2) OfF
ke, EHIE TOMR, EEON—FF A E—ar FEOARL, BR
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Arthur J. Alexander Georgetown University
John Allison Cato Institute
Doug Bandow Cato Institute
Claude Barfield American Enterprise Institute
William L. Brooks SAIS, Johns Hopkins University
Wendy Cutler Office of the USTR
Jim Fatheree U.S. Chamber of Commerce
Gary C. Hufbauer Peterson Institute
Dan Ikenson Cato Institute
Sallie James Cato Institute
Jim Kolbe McLarty Associates & GMF
Charles Lake U.S. — Japan Business Council
Simon Lester Cato Institute
Phil Levy UVA Darden Graduate School of Business
Justin Logan Cato Institute
Terry Miller Heritage Foundation
Adam Posen Peterson Institute
Derek Scissors Heritage Foundation
Mireya Solis Brookings Institution
K. William  Watson Cato Institute
Clayton Yeutter Hogan Lovells
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U.S. - Japan Economic Relations in an Era of Political Uncertainty,
Sluggish Growth, and Shifting Demographics

A Joint Conference sponsored by the Japan Economic Foundation and the Cato Institute

Agenda
8:30 -9:00 a.m.

9:00-9:10 a.m.

9:10-9:30 a.m.

9:30-11:00 a.m.

Thursday, February 14, 2013 9:00am — 5:40pm

The Cato Institute

1000 Massachusetts Avenue, N.W. Washington, DC

Registration
Introductory Remarks
John A. Allison, President and CEO, Cato Institute

Noboru Hatakeyama, Chairman and CEO, Japan Economic
Foundation

Keynote Speaker

Clayton Yeutter, Senior Advisor, Hogan Lovells

Session I: Assessments of the Economic and Political
Climates in the United States and Japan: Implications for

the Bilateral Relationship

Makoto Utsumi, President and CEQO, Japan Credit Rating
Agency

Arthur Alexander, Adjunct Professor, Asia Studies Program,
Georgetown University



11:00 -11:15a.m.

11:15-12:45 p.m.

12:45-2:15 p.m.

2:15-3:45 p.m.

Gary Hufbauer, Senior Fellow, Peterson Institute

Discussion Facilitator: Amb. Terry Miller, Director, Center for
International Trade and Economics, Heritage Foundation

Coffee Break

Session I1: Global Macroeconomic and Other External
Influences Likely to Impact the U.S.-Japan Relationship

Takashi Shiraishi, President, National Graduate Institute for
Policy Studies

Phil Levy, Associate Professor of Business Administration,
University of Virginia, Darden Graduate School of Business

Derek Scissors, Senior Research Fellow, Asia Studies, Heritage
Foundation

Discussion Facilitator: Sallie James, Trade Policy Analyst, Cato
Institute

Lunch and Luncheon Speaker

Jim Kolbe, Senior Adviser, McLarty Associates and Senior
Transatlantic Fellow, German Marshall Fund of the United
States

Session I11: Prospects for and Impediments to Trade
Agreements and Other Bilateral or Regional Forms of
Cooperation

Kazumasa Kusaka, Adviser, Mitsubishi Electric Corporation;
Former Vice Minister for International Affairs, MET]I



Wendy Cutler, Assistant U.S. Trade Representative for Japan,
Korea and APEC Affairs, Office of the U.S. Trade
Representative

William Brooks, Adjunct Professor, Japan Studies, SAIS, Johns
Hopkins University

Discussion Facilitator: Dan Ikenson, Director, Herbert A.
Stiefel Center for Trade Policy Studies, Cato Institute

3:45-4:00 p.m. Coffee Break

4:00 -5:30 p.m. Session 1V: New and Heterodox Ideas for Cooperation and
Economic Growth

Noboru Hatakeyama, Chairman and CEO, Japan Economic
Foundation

Jim Fatheree, Senior Director, Japan and Korea, President,
US-Japan Business Council, U.S. Chamber of Commerce

Adam Posen, President, Peterson Institute

Discussion Facilitator: Claude Barfield, Resident Scholar,
American Enterprise Institute

5:30 —5:40 p.m. Closing Remarks
Noboru Hatakeyama, Chairman and CEO, Japan Economic Foundation

John A. Allison, President and CEOQ, Cato Institute
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CONFERENCE PARTICIPANTS

Alexander Georgetown University
Allison Cato Institute
Bandow Cato Institute
Barfield American Enterprise Institute
Brooks SAIS, Johns Hopkins University
Cutler Office of the USTR
Fatheree U.S. Chamber of Commerce
Hatakeyama  Japan Economic Foundation
Hufbauer Peterson Institute
Ikenson Cato Institute
James Cato Institute
Kolbe McLarty Associates & GMF
Kusaka Mitsubishi Electric Corporation
Lake U.S. — Japan Business Council
Lester Cato Institute
Levy UVA Darden Graduate School of Business
Logan Cato Institute
Miller Heritage Foundation
Posen Peterson Institute
Saito Japan Economic Foundation
Scissors Heritage Foundation
Shiraishi National Graduate Institute for Policy Studies
Solis Brookings Institution
Utsumi Japan Credit Rating Agency, Ltd.
Watson Cato Institute
Yeutter Hogan Lovells

CONFERENCE OBSERVERS T4
Ajiki Japan Economic Foundation
Barbee Cato Institute
Flintasu Cato Institute
Fujikawa Japan Economic Foundation
Gibson Cato Institute
Iwasaki Japan Economic Foundation
Niwa Japan Economic Foundation
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= ARTHUR J. ALEXANDER

Dr. Arthur Alexander is adjunct professor on Japan at Georgetown
University and at the Johns Hopkins University School of Advanced
International Studies. His most recent books on the Japanese
economy include: The Arc of Japan’s Economic Development,
Routledge, London (2007); and In the Shadow of the Miracle,
Lexington Books (2002).

He was president of the Japan Economic Institute in Washington, DC
from 1990 to 2000. At JEI he conducted research on the Japanese economy, industry, technology,
and innovation. In 2001, Dr. Alexander received an award from the Japanese Foreign Ministry for
“distinguished service” promoting understanding of Japan.

He has conducted research directly for the American and Japanese governments, the World Bank,
and private companies. He has testified before the U.S. congress on Japanese and other economic
issues. Dr. Alexander has also published research on the Korean economy. He was the Mitsui
adjunct professor on Japan at Georgetown University and a professorial lecturer at the Johns
Hopkins University School of Advanced International Studies.

Dr. Alexander grew up in Carbondale, Pennsylvania. He graduated from the Massachusetts Institute
of Technology in 1958 with a BS degree in engineering and industrial management. Following
service in the U.S. Army, he worked for the IBM Corp. as a systems analyst in Poughkeepsie, New
York. He then received a M.Sc. degree in economics from the London School of Economics in
1966 and a Ph.D. in economics from the Johns Hopkins University in 1968.

From 1968 to 1990, Dr. Alexander was a member of the research staff of the Rand Corp. in Santa
Monica, California and was the associate head of its economics department from 1977 to 1985. At
Rand, he specialized in a wide range of subjects, including Soviet affairs, research and development,
weapons acquisition policies, and defense decision-making. Dr. Alexander turned to Japanese
issues in the 1980s, including studies on trade in services, legal markets, innovation, and defense
industry.



JOHN ALLISON

John Allison is the President and CEO of the Cato Institute. Prior
to joining Cato, Allison was Chairman and CEO of BB&T
Corporation, the 10th largest financial services holding company
headquartered in the United States. During his tenure as CEO from
1989 to 2008, BB&T grew from $4.5 billion to $152 billion in
assets. He was recognized by the Harvard Business Review as one

: of the top 100 most successful CEOs in the world over the last
decade.

Allison has received the Corning Award for Distinguished Leadership, been inducted into the North
Carolina Business Hall of Fame, and received the Lifetime Achievement Award from the American
Banker. He is a former Distinguished Professor of Practice at Wake Forest University School of
Business, and serves on the Board of Visitors at the business schools at Wake Forest, Duke, and
UNC-Chapel Hill.

Allison is a Phi Beta Kappa graduate of the University of North Carolina at Chapel Hill. He received
his master’s degree in management from Duke University, and is also a graduate of the Stonier
Graduate School of Banking.

DOUG BANDOW

Doug Bandow is a senior fellow at the Cato Institute, specializing
in foreign policy and civil liberties. He worked as special assistant
to President Reagan and editor of the political magazine Inquiry.
He writes regularly for leading publications such as Fortune
magazine, National Interest, Wall Street Journal, and Washington

Times. Bandow speaks frequently at academic conferences, on
college campuses, and to business groups. Bandow has been a regular commentator on ABC, CBS,
NBC, CNN, Fox News Channel, and MSNBC. He holds a J.D. from Stanford University.

10



CLAUDE BARFIELD

Claude Barfield is a resident scholar at the American

Enterprise Institute in Washington, and a former consultant

to the office of the U.S. Trade Representative. He

researches international trade policy, including issues

related to East Asian regionalism, the World Trade
Organization, intellectual property, and science and technology policy. His many books include
Free Trade, Sovereignty, Democracy: The Future of the World Trade Organization, in which he
identifies challenges to the WTO and to the future of trade liberalization.

Experience

e Consultant, Office of the U.S. Trade Representative, 1982-85

e  Co-Staff Director, President's Commission for a National Agenda for the Eighties, 1979-81

e Professional Staff Member, Senate Governmental Affairs Committee, U.S. Senate, 1977-79

e Deputy Assistant Secretary for Research, Department of Housing and Urban Development,
1974-77

e Reporter, National Journal, 1970-74

e Faculty, University of Munich, 1968-69; Yale University, 1962-69

Education

Ph.D., M.A., Northwestern University
B.A., Johns Hopkins University

WILLIAM L. BROOKS

Dr. William Brooks is an adjunct professor of Japan
Studies at the Johns Hopkins School of Advanced
International Studies, where he teaches a course
titled “U.S.-Japan Relations in Global Context.” Dr.
Brooks retired from the State Department in
September 2009 after a 35-year career as a diplomat,

research analyst, and linguist. In his final assignment,
he ran the U.S. Embassy’s Tokyo media analyst and translation unit for 16 years (1993-2009),
keeping the Ambassador, Embassy staff, and Washington well informed on matters of U.S. policy

11



interest. In earlier diplomatic assignments to Embassy Tokyo, Dr. Brooks served twice in the
economic section, reporting on trade, aid, and investment (1980-82) and as a trade policy advisor
(1987-1990), participating in such negotiations as the Structural Impediments Initiative (SII). He also
served in the Bureau of Intelligence and Research (INR) as senior research analyst for Northeast
Asia.

Prior to government service, Dr. Brooks taught history as an assistant professor at William Paterson
University of New Jersey with courses on Japan, India, World Civilization and historiography
(1970-3). Later, he taught modern Japanese history as a guest lecturer at Johns Hopkins School of
Advanced International Studies (1978-79). His doctorate from Columbia University is on the
history of minority groups in pre-modern Japan, considered a pioneer work and accepted with honors.
He received language training in Japanese at the Inter-University Center for Japanese Studies
(Tokyo) and in Chinese at Yale University’s Institute for Far Eastern Languages.

In addition to earlier published articles on Japanese foreign aid, public works policy, distribution and
marketing system, multilateralism in Northeast Asia, and Japanese economic assistance to China,
Brooks has written two books for the Reischauer Center: The Politics of the Futenma Base Issue in
Okinawa (2010); and Cracks in the Alliance? (2011). He also has translated a book of poetry from
Japanese: Beyond the Vast Wasteland (Tokyo, 2011).

WENDY CUTLER

Wendy Cutler is Assistant U.S. Trade Representative for Japan, Korea and
APEC Affairs in the Office of the U.S. Trade Representative. Ms. Cutler
joined USTR in 1988 and assumed her current position in June 2004. In this
capacity, Cutler is responsible for developing and implementing U.S. trade

policy towards Japan and Korea. In addition, she is responsible for
developing and implementing the U.S. trade and investment agenda in the Asia Pacific Economic
Cooperation (APEC) forum.

Ms. Cutler has held a number of positions at USTR over the past twenty plus years working on
bilateral and multilateral issues. She was the Chief U.S. Negotiator for the U.S.-Korea (KORUS)
Free Trade Agreement, which entered into force on March 15, 2012. She has negotiated bilateral
agreements with Japan on such issues as telecommunications, insurance, and semiconductors. She
is now leading the consultation process for considering Japan’s interest in joining the TPP
negotiations. She also has extensive multilateral negotiating experience as the U.S. negotiator for
the 1997 WTO Financial Services Agreement and several Uruguay Round Agreements. Prior to

12



joining USTR, Ms. Cutler worked at the Commerce Department.

Ms. Cutler received her Masters Degree in Foreign Service from Georgetown University and her
B.A. from the George Washington University. She is married and has one son.

JIM FATHEREE

James W. Fatheree is President of the U.S.-Japan Business Council
(USJBC) and Senior Director, Japan and Korea, for the U.S.
Chamber of Commerce (US Chamber).

Working with the Board of Directors and membership of the
USJBC, Mr. Fatheree sets the strategic direction and policy
priorities of the organization, provides substantive and

management oversight, and interacts with senior US and Japanese
government officials and corporate executives in pursuing the mission of the USJBC. The USJBC
represents the interests of US companies operating in Japan and works to improve bilateral trade

and economic relations.

The USJBC was integrated into the US Chamber in June 2012, and in his capacity as Senior
Director, Japan and Korea, for the US Chamber, Mr. Fatheree also helps set US Chamber priorities
for Japan.

A native Texan, Mr. Fatheree received a B.A. in Government from the University of Texas at
Austin; an M.A. in International Economic Policy from American University; and a Certificate in
International Business from Georgetown University.

Mr. Fatheree resides in Washington, D.C., with his wife Richelle, three sons, two cats, the world’s

loudest dog, and an annoying bird. Hobbies include cycling, hiking and scuba diving.

NOBORU HATAKEYAMA

Mr. 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
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between 1998 and 2002. Originally, Mr. Hatakeyama 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. Mr. Hatakeyama 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. Mr. Noboru Hatakeyama 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 issue. He is well-known as a pioneer of Japan FTAs, including Japan-Singapore FTA,
Japan-Mexico FTA, Japan-Chile FTA and Japan-Switzerland FTA.

Mr. Hatakeyama’s numerous awards include Republic of Peru’s Grand Cross of the Order of Merit
for Distinguished Services, Republic of Panama’s Grand Cross of the Order Vasco Nunez de
Balboa and Republic of Colombia’s Grand Cross of the San Carlos Order received in 2000. In 2001,
he was awarded Republic of El Salvador’s Grand Cross Silver Plaque of the National Order of Jose
Matias Delgado, French Republic Chevalier de la Legion D’honneur, Republic of Chile’s Grand
Cross of the Order of Bernardo O’Higgins, Republic of Indonesia’s the Order of Service-First Class,
Federal Republic of Germany’s Commander’s Cross of the Order of Merit, and in 2004 he received
Republic of Paraguay’s National order of Merit in the rank of Grand Official. In 2008 November,
the Japanese Emperor awarded him the Order of the Sacred Treasure, Gold and Silver Star.

He authored a book “Trade Negotiation, Dramas around National Interest”, published in Japanese
by the Nihon Keizai Shimbun, Inc.

Mr. Noboru Hatakeyama graduated from Tokyo University’s Faculty of Law in 1959.

14



GARY HUFBAUER

Gary Clyde Hufbauer, Reginald Jones Senior Fellow since 1992, was
formerly the Maurice Greenberg Chair and Director of Studies at the
Council on Foreign Relations (1996-98), the Marcus Wallenberg
Professor of International Finance Diplomacy at Georgetown University
(1985-92), senior fellow at the Institute (1981-85), deputy director of
the International Law Institute at Georgetown University (1979-81);

deputy assistant secretary for international trade and investment policy of the US Treasury
(1977-79); and director of the international tax staff at the Treasury (1974-76).

Hufbauer has written extensively on international trade, investment, and tax issues. He is coauthor
of The United States Should Establish Permanent Normal Trade Relations with Russia (2012),
Figuring Out the Doha Round (2010), Global Warming and the World Trading System (2009),
Economic Sanctions Reconsidered, 3rd edition (2007), US Taxation of Foreign Income (2007),
Toward a US-Indonesia Free Trade Agreement (2007), US-China Trade Disputes: Rising Tide,
Rising Stakes (2006), The Shape of a Swiss-US Free Trade Agreement (2006), NAFTA Revisited:
Achievements and Challenges (2005), Reforming the US Corporate Tax (2005), Awakening
Monster: The Alien Tort Statute of 1789 (2003), The Benefits of Price Covergence (2002) and World
Capital Markets (2001), and coeditor of Capitalizing on the Morocco-US Free Trade Agreement: A
Road Map for Success (2009), Maghreb Regional and Global Integration: A Dream to Be Fulfilled
(2008), The Ex-Im Bank in the 21st Century (2001), Unfinished Business: Telecommunications after
the Uruguay Round (1997) and Flying High: Liberalizing Civil Aviation in the Asia Pacific (1996).
He is author of Fundamental Tax Reform and Border Tax Adjustments (1996) and US Taxation of
International Income (1992), and coauthor of Western Hemisphere Economic Integration (1994),
Measuring the Costs of Protection in the United States (1994), NAFTA: An Assessment (rev. 1993),
North American Free Trade (1992), Economic Sanctions Reconsidered (2d ed. 1990), Trade Policy
for Troubled Industries (1986), and Subsidies in International Trade (1984).
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DANIEL IKENSON

Daniel lkenson is director of the Cato Institute's Herbert A. Stiefel
Center for Trade Policy Studies. Mr. lkenson's research focus
includes all manners of international trade and investment policy
with special emphases on U.S.-China trade issues, bilateral and
multilateral trade agreements and institutions, globalization,
manufacturing, antidumping, and trade politics. Ikenson has been
involved in international trade since 1990.

Before joining Cato in 2000, Mr. Ikenson was director of international trade planning for an
international accounting and business advisory firm. Before that, he co-founded and was a principal
at the Library of International Trade Resources (LITR), an international trade consulting firm, and
was a trade policy and antidumping analyst at a few international trade law practices in Washington,
DC.

Ikenson is the author of many studies and articles on trade policy and is the coauthor of the book
Antidumping Exposed: The Devilish Details of Unfair Trade Law. He has appeared on numerous
television news programs on various networks, including PBS, CNN, CNBC, Bloomberg TV,
MSNBC, ABC News, Fox News, Fox Business News, and NPR. His articles have been published
in widely-circulated newspapers and magazines, including the Wall Street Journal, Wall Street
Journal Asia. Los Angeles Times, USA Today, Chicago Tribune, Washington Times, the Detroit
News, Forbes, and National Review. Mr. lkenson holds a M.A., Economics from George

Washington University.

SALLIE JAMES

Sallie James is a policy analyst with Cato’s Herbert A. Stiefel
Center for Trade Policy Studies. James writes and speaks on a
variety of trade topics, with a research emphasis on the
subject of agricultural trade policy. Before joining Cato in
2006, James was an executive officer in the Office of Trade
Negotiations in the Australian Government’s Department of
Foreign Affairs and Trade, working on industrials market
access negotiations. Prior to that she was a Senior Policy
Adviser in the Australian Government’s Department of
Agriculture, Fisheries and Forestry. She held numerous
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research and teaching assistant positions while studying.

Her articles have been published in the San Francisco Chronicle, Orange County Register, the
Milwaukee Journal Sentinel, the Minneapolis Star Tribune and other American newspapers as well
as the Australian Journal of Agricultural and Resource Economics and the European Review of
Agricultural Economics. James has appeared on BBC World, CNBC, MSNBC, CNN, Fox News
Channel, Bloomberg TV, NPR, and other TV and radio outlets.

James received her Bachelor of Economics and Master of Economics degrees from the University

of Adelaide, and her Ph.D. in Agricultural Economics from the University of Western Australia.

JIM KOLBE

Jim Kolbe currently serves as a Senior Transatlantic Fellow for the

German Marshall Fund of the United States and Senior Adviser,
McLarty Associates. He advises on trade matters as well as issues

of effectiveness of U.S. assistance to foreign countries, on U.S.-EU
relationships, and on migration and its relationship to development. He is co-chair of the
Transatlantic Taskforce on Development with Gunilla Carlsson, the Swedish Minister for
International Development Cooperation. The Taskforce consists of experts from both sides of the
Atlantic from governments, NGOs, foundations and corporations - it will make strategic
recommendations on development for the new American administration as well as to European
audiences. He also serves as a strategic consultant with McLarty Associates, as a member of the
Board of Directors of Freedom House and as a member of the Council on Foreign Relations.

For 22 years, Jim Kolbe served in the United States House of Representatives, elected for eleven
consecutive terms, from 1985 to 2007. He represented the Eighth (previously designated the Fifth)
congressional district, comprising the southeastern part of Arizona with Tucson as the

main population area.

While in Congress, Jim served for 20 years on the Appropriations Committee of the House of
Representatives, responsible for deciding the allocation of the budget and the terms for spending
appropriated funds. He was chairman of the Treasury, Post Office and Related Agencies
subcommittee for four years, and for the last six years in Congress, he chaired the Foreign
Operations, Export Financing and Related Agencies subcommittee.

Education

17



Kolbe graduated from Northwestern University with a BA degree in Political Science and then
from Stanford University with an MBA and a concentration in economics.

Honors

He has received numerous awards and tributes, but notable among them is the George Marshall
Award for Distinguished Service from the United States Agency for International Development and
the Order of the Aztec from the President of Mexico.

KAZUMASA KUSAKA

Kazumasa Kusaka is a Professor at University of Tokyo
Graduate School of Public Policy. He is also a corporate
adviser to Mitsubishi Electric Corporation after having served
as a senior vice president. Before joining Mitsubishi Electric,

he served as the Special Adviser to Prime Minister on Global Warming under PM Fukuda and PM
Aso, in addition to roles as an executive adviser to Dentsu Inc. and the president of Japan
Cooperation Center for the Middle East. He previously served for 36 years in Japan's Ministry of
International Trade and Industry (MITI), rising to become vice-minister for international affairs in
the reorganized Ministry of Economics, Trade and Industry (METI) in 2004.

During his long career in public service, Kusaka was seconded to the International Energy Agency
(IEA)/OECD and was Japan's senior official for Asia Pacific Economic Cooperation (APEC).
Kusaka played a central role in Asia's economic integration, promoting FTAs in the region as well
as serving as a senior official negotiating the Doha development agenda of the WTO. He also
negotiated China’s accession to WTO. He was head of Japan's Energy Agency and held
director-general positions in technology and environmental policy in addition to trade &
investment-related areas within METI. He was instrumental in finalizing the Kyoto Protocol, and

developing Japan's energy and environment policies.
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CHARLES LAKE

Chairman, US-Japan Business Council. With Office of US Trade
Representative, including Director, Japan Affairs, and Special Counsel,
- 1990-94; practiced law in Washington DC, handling international trade and

‘ =
1999, with Aflac Japan, including: 2001, Senior Vice-President and General Counsel; 2001-04,
Deputy President, then President and Representative responsible for operations; 2005-08,

competition policy, international litigation, and corporate compliance. Since

Vice-Chairman; since July 2008, Chairman. President, Maureen and Mike Mansfield Foundation.
Member of the Board, Tokyo Stock Exchange Group and Coalition of Service Industries. Chairman,
International Committee, American Council of Life Insurers. President Emeritus, American
Chamber of Commerce in Japan. BA, University of Hawaii, Manoa; JD, George Washington
University School of Law; SEP, Graduate School of Business, Stanford University.

SIMON LESTER

Simon Lester is a trade policy analyst with Cato’s Herbert A. Stiefel
Center for Trade Policy studies. His research focuses on WTO
disputes, regional trade agreements, disguised protectionism and the
history of international trade law.

Before joining Cato, he worked for the trade law practice of a
Washington, D.C. law firm, and also as a Legal Affairs Officer at the Appellate Body Secretariat of
the World Trade Organization. In 2001, he founded the international trade law web site
WorldTradeLaw.net. He has written a number of law journal articles, which have appeared in such
publications as the Stanford Journal of International Law, the George Washington International Law
Review and the Journal of World Trade. In addition, he has taught courses on international trade law
at American University’s Washington College of Law and the University of Michigan Law School.

He has a J.D. from Harvard Law School.

PHIL LEVY

Philip I. Levy, Ph.D., teaches about the global economy at
University of Virginia’s Darden Graduate School of
Business and is an adjunct senior fellow for the global
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economy at the Chicago Council on Global Affairs. He has particular expertise in economic

relations with China, the euro zone crisis, U.S. trade policy, and U.S. foreign assistance programs.

He was previously a scholar at the American Enterprise Institute and has testified before Congress
on multiple occasions. From 2003 to 2006, he served first as senior economist for trade for
President Bush’s Council of Economic Advisers and then as a member of Secretary of State Rice’s

Policy Planning Staff, covering international economic matters.

Before working in government, he was a faculty member of Yale University’s Department of
Economics for nine years and spent one of those as academic director of Yale’s Center for the Study
of Globalization. He received his Ph.D. in Economics from Stanford University in 1994 and his
A.B. in Economics from the University of Michigan in Ann Arbor in 1988. He is a regular
contributor to Foreign Policy magazine’s online Shadow Government section.

JUSTIN LOGAN

Justin Logan is the director of foreign policy studies at the Cato
Institute. He is an expert on U.S. grand strategy, international
relations theory, and American foreign policy. His current research
focuses on the shifting balance of power in Asia — specifically with
regard to China — and the formation of U.S. grand strategy under

unipolarity.

He has authored numerous policy studies and articles on topics
including international relations theory, U.S. China policy, U.S. Russia policy, stabilization and
reconstruction operations, and the policy approaches to a nuclear Iran. His articles have appeared in
Foreign Policy, the National Interest, the Harvard International Review, Orbis, the Foreign Service
Journal, National Review, the American Conservative, Reason, Politico, the American Prospect,
the Chicago Sun-Times and other publications. He has made regular appearances on a variety of
broadcast media including the BBC, MSNBC, Fox News, Voice of America, and others.

Logan holds a master’s degree in international relations from the University of Chicago and a
bachelor’s degree in international relations from American University. He lives in Washington, DC.
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TERRY MILLER

Terry Miller is the Director of the Center for International Trade and
Economics (CITE) and the Mark A. Kolokotrones Fellow in Economic

Freedom at The Heritage Foundation.

In this position, Miller directs the center’s ongoing research into the role
of free markets and international trade in fostering economic growth
around the world. The center’s signature publication in this area is the

annual Index of Economic Freedom, a country-by-country guide
co-published with The Wall Street Journal.

Prior to joining Heritage in October 2007, Miller had a distinguished career as a diplomat and public
servant. In 2006, he was appointed Ambassador to the United Nations Economic and Social Council.
Before that, he served as Deputy Assistant Secretary of State for Economic and Global Issues.

Overseas, Miller has served in Italy, France, Barbados and New Zealand, including as head of the
U.S. observer mission to the U.N. Educational, Scientific and Cultural Organization (UNESCO). He
also headed the U.S. delegation to the U.N. Conference on Trade and Development in 2004 and was
the lead negotiator for the Monterrey Consensus on Financing for Development.

Miller did both his undergraduate studies in government and his graduate studies in economics at the
University of Texas in Austin. He is married to former opera singer Deborah Miller. They have three

children.

ADAM POSEN

Adam S. Posen is President of the Peterson Institute for International
Economics on January 1, 2013. He was an external member of the
Monetary Policy Committee of the Bank of England from 2009-12. He has
been a senior fellow since 1997 and served as deputy director (2007-09).
He currently remains a senior fellow at the Peterson Institute for

International Economics, which he joined in 1997. His research and policy expertise focuses on
macroeconomic policy and forecasting, European and Japanese political economy, central banking

issues, and the resolution of financial crises.
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Posen was a visiting scholar and consultant at central banks worldwide prior to joining the Bank of
England, including on multiple occasions at the Federal Reserve Board, the European Central Bank,
and the Deutsche Bundesbank. He has also been a consultant on a variety of economic and foreign
policy issues to several US government agencies (including the Departments of State and Treasury,
the Council of Economic Advisors, and the National Intelligence Council), the European
Commission, the Japanese Ministry of Economy, Trade, and Industry, the UK Cabinet Office, and to
the International Monetary Fund. He is in his third two-year term as a member of the Panel of
Economic Advisers to the US Congressional Budget Office, until summer 2013.

Dr. Posen is author of the book Restoring Japan's Economic Growth (PIIE, 1998; Japanese
translation, 1999), coauthor with Ben Bernanke, et al. of Inflation Targeting: Lessons from the
International Experience (Princeton University Press, 1999), and editor and coauthor of three
collected volumes including The Euro at 10: The Next Global Currency? (PIIE, 2009); and The
Japanese Financial Crisis and its Parallels with U.S. Experience (PIIE, 2000; Japanese translation,
2001). He has also published more than 40 papers on monetary and fiscal policy in leading
economics journals and academic and central bank conference volumes.

From 1994 to 1997, he was an economist at the Federal Reserve Bank of New York, where he
advised on monetary strategies and the G-7 economic outlook. He received his PhD in political
economy and his AB (Phi Beta Kappa) from Harvard University, where he was a National Science
Foundation Graduate Fellow. He is a member of the Council on Foreign Relations and of the
Trilateral Commission, and has held fellowships at the American Academy in Berlin, the Bank of
England, and the Brookings Institution.
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SHINICHI SAITO

Amb. Shinichi Saito is Head of the Japan Economic Foundation (JEF)
Secretariat, and executive director in charge of international affairs of 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 was 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.

DEREK SCISSORS

Derek Scissors focuses his studies on the economies of China and India as
senior research fellow for economics in Heritage's Asian Studies Center.
He also analyzes and comments on broader economic trends in Asia, as

well as related challenges facing the United States.

Scissors has testified multiple times before both houses of Congress on
topics such as rare earth elements, green energy, trade barriers and exchange rate disputes between
America and China.

Scissors’ analysis and commentary have appeared in Foreign Affairs, National Review, The New
York Times, The Wall Street Journal’s Asia edition and Indian news outlets such as The Hindu.
Scissors and his work also have been featured in The Financial Times, The Washington Post, The
Economic Times of India and by news agencies such as the Associated Press, Dow Jones, Reuters
and Xinhua.

Television audiences know Scissors as a guest commentator on Bloomberg, CNBC, CNN, Fox and
Fox Business, MSNBC and China’s CCTV, among other major cable and broadcast outlets. His
appearances on radio include Fox Radio, National Public Radio and Public Radio International.
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Scissors also is adjunct professor at George Washington University, where he teaches a course on
the Chinese economy.

Before joining Heritage in August 2008, Scissors was China economist at Intelligence Research, a
global consulting firm. He wrote its China Weekly Bulletin, China Watch and China Quarterly
Forecast, and counseled clients --primarily Fortune 500 executives -- concerning their China
operations.

Scissors has a master's degree in economics from the University of Chicago and a doctorate in
international political economy from Stanford University.

He and his wife reside with their two daughters in Bethesda, Md.

TAKASHI SHIRAISHI

Shiraishi Takashi, born in 1950 in Ehime, majored in International
Relations at the University of Tokyo and obtained a Ph.D. in
History from Cornell University in 1986. He has taught at the
University of Tokyo (1979-1987), Cornell University (1987-98),
Kyoto University (1996-2005), and National Graduate Institute for
Policy Studies (GRIPS) in Tokyo (2005-2009). He served as Standing Executive Member, Council
for Science and Technology Policy (CSTP), Cabinet Office (2009-2010). He currently serves as
President, GRIPS (since 2011), President, Institute of Developing Economies-JETRO (since 2007),
and Non-Standing Executive Member, CSTP, Cabinet Office (since 2011). He has also served as

editor, Indonesia, Cornell Southeast Asia Program (since 1987) and Editor-in-Chief, nippon.com
(since 2011). In 2007, he was awarded the Japanese Medal of Honor with Purple Ribbon. He
has published numerous books, including three award-winning works: An Age in Motion (Ithaca:
Cornell University Press, 1990, Ohira Masayoshi Asia Pacific Award), Indonesia: Kokka to Seiji
(Government and Politics in Indonesia, Tokyo: Libroport, 1990; Suntory Academic Award), and
Umi no Teikoku (Empires of the Seas, Tokyo: Chuokoron, 2000; Yomiuri-Yoshino Sakuzo Award).
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MIREYA SOLIS

Mireya Solis is a senior fellow and the Philip Knight Chair in Japan
Studies at the Brookings Center for Northeast Asian Policy Studies, as
well as an associate professor at American University. An expert in
Japan’s foreign economic policies, Dr. Solis earned a PhD in

government and an MA in East Asian Studies from Harvard University,
and a BA in international relations from El Colegio de México. Her main research interests include
Japanese politics, political economy, and foreign policy; international and comparative political
economy; international relations; and government-business relations. She also has interests in

broader issues in U.S.-Japan relations and East Asian multilateralism.

A theme running through Dr. Solis’s research on Japanese political economy is an attempt to explain
the coexistence of pork-barrel and state-led growth practices in Japan’s industrial policy. She also
gives important attention to domestic determinants of Japan’s foreign economic policy. Her most
recent research is on what she calls the single most important departure of Japanese trade policy of
the last decade: Japan’s embrace of preferential trade agreements as a means of liberalizing its trade
relations. Dr. Solis explores the causes and results of this policy set, and explores the on-going
competition among different blueprints for regional integration—a trend which includes the United
States through its leadership of negotiations toward the Trans-Pacific Partnership.

Dr. Solis’s analysis includes consideration of whether free trade agreements can be an effective tool
to implement the domestic structural reforms needed to enhance the competitiveness of the Japanese
economy. She is also interested in exploring opportunities for closer collaboration between the
United States and Japan on a variety of issues, including the development of a regional architecture

by leading high-standard economic integration in East Asia.

She is the author of Banking on Multinationals: Public Credit and the Export of Japanese Sunset

Industries (Stanford University Press, 2004) and co-editor of Cross-Regional Trade Agreements:

Understanding Permeated Regionalism in East Asia (Springer, 2008) and Competitive Regionalism:

FTA Diffusion in the Pacific Rim (Palgrave Macmillan, 2009). She has also published numerous

articles and book chapters on implications of and responses to the recent economic crisis, Japan’s
domestic politics and foreign and economic policies, and East Asian multilateralism.
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MAKOTO UTSUMI

President and CEO, Japan Credit Rating Agency, Ltd.; Former
Vice Minister of Finance, Japan

Mr. Utsumi had previously worked for Japan’s Ministry of Finance
from 1957 to 1991, and held various positions including Director

General of the International Finance Bureau and Vice Minister of Finance for International Affairs.
He also served as Minister Extraordinary and Plenipotentiary at the Embassy of Japan in
Washington, D.C. During his career with the Ministry of Finance, Mr. Utsumi represented the
Japanese government in various international negotiations including G7 meetings, the preparation
of the Plaza Accord, U.S.—Japan Structural Impediment Initiative and Latin American Debt
Problem in the late 1980s. After the retirement from the Ministry of Finance, he was a professor at
the Faculty of Business and Commerce of Keio University, Tokyo, Japan (1992-2000) and the
President at Japan Center for International Finance (2001- May, 2004). Mr. Utsumi was awarded
Policy Maker of the Year by International Economy Magazine in 1989. He was also awarded The
Order of the Sacred Treasure, Gold and Silver Star from Japan in 2008, Commandeur de la Legion
d’Honneur from France in 2007, the insignia of Grand Officer of the Order of Leopold Il from
Belgium in 1997, Order of the Aztec Eagle from the United States of Mexico in 1990 and “Orden
del Libertador San Martin” Gran Cruz from Argentina in 1992. Mr. Utsumi graduated from the
University of Tokyo with a Bachelor of Law degree in 1957.

K. WILLIAM WATSON

Bill Watson is a trade policy analyst with Cato’s Herbert A
Stiefel Center for Trade Policy Studies. His research focuses
on U.S. trade remedy policies, disguised protectionism, and the
institutional aspects of global trade liberalization. He manages
Free Trade, Free Markets: Rating The Congress, Cato’s online

database that tracks votes by Congress and its individual
members on bills and amendments affecting the freedom of Americans to trade and invest in the

global economy.

Watson received a B.A. in Political Science from Texas Christian University, a J.D. from Tulane
University Law School, and an LL.M. in international and comparative law from the George
Washington University Law School.
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CLAYTON YEUTTER

Ambassador Clayton Yeutter is a senior advisor to the international
trade and investment and the food and agriculture practices of the
Hogan Lovells law firm. He came to the firm in 1993, after having

served in cabinet and sub-cabinet posts under four U.S. Presidents.

Ambassador Yeutter served as U.S. Trade Representative (USTR) from 1985-88, and while there
led the American team in negotiating the historic U.S.-Canada Free Trade Agreement, the precursor
to the North American Free Trade Agreement. He also helped launch the most ambitious trade
negotiation in history, the 100-nation Uruguay Round, which culminated in the creation of the
World Trade Organization.

While USTR, Ambassador Yeutter broadened the U.S. trade agenda to encompass for the first time
serious global negotiations in services, intellectual property, and agriculture.

In 1989 Ambassador Yeutter was named Secretary of Agriculture. In that post he steered the 1990
Farm Bill through Congress, laying the groundwork for a far more market-oriented policy structure
in American agriculture. In 1991 he was elected Republican National Committee Chairman, and a
year later President Bush persuaded him to return to the administration in a Cabinet-level post as

Counselor to the President.

From 1978-85 Ambassador Yeutter served as President and Chief Executive Officer of the Chicago
Mercantile Exchange. His tenure there was marked by innovation and growth which contributed to

its evolution into one of the largest financial institutions in the world.

Earlier in his career, Ambassador Yeutter held two Assistant Secretary of Agriculture posts under
President Nixon and then served as Deputy Special Trade Representative under President Ford. He
had previously been the Director of one of the world’s largest agriculture technical assistance
programs in Colombia, South America, after having served as Chief of Staff to the Governor of
Nebraska.

Ambassador Yeutter presently serves as a Director of several major corporations, all of which are

deeply involved in international commerce or international finance. He also is a frequent speaker

and has written scores of articles and op eds, primarily on trade policy and agricultural policy.
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Keynote Address
Clayton Yeutter, Senior Advisor, Hogan Lovells

The title of this conference can apply as much to the United States as it does to Japan.
Both have been seriously affected by the financial crisis and subsequent recession, and at
the same time, both are trying to find ways to stimulate economic growth and prosperity
to their respective nations.

Japan’s challenges emanate from two key forces: domestic uncertainty and a lack
of international presence. “By and large, Japan has had a single party democracy for quite
some time, and it is still unclear whether the DPJ’s success in the 2009 elections was a
harbinger of change or just a blip on the radar screen.” Will Japan move back to single
party rule? Time will tell, but a more troublesome political dimension has been the
enormous amount of turnover at the top levels of government. “It has been hard for Japan
to maintain political consistency or stability, which leads Americans to ask who’s really
running the show in Japan? Furthermore, does this imply that power is being
concentrated too much in the bureaucracy as the top levels of government so frequently
change hands?” Prime Minister Abe will be put to task in showing whether he and his
team will really be running Japan, or whether the bureaucracy will hold more sway.

Another area of concern is Japan’s absence from leadership roles in international
organizations in the last 75 years. This is something Japan will have to wrestle with as the
future unfolds in determining its role on the global stage. Perhaps working through
economic slowdown will provide the opportunity to lead. The U.S. needs to do this as
well; in the realm of trade liberalization, the U.S. has been lagging behind, and needs to
focus on successfully completing trade agreements currently on the agenda and not lose
sight of multilateral options for trade liberalization as well. Ultimately, trade will be the
key to both U.S. and Japanese economic growth.

Session I: Assessments of the Economic and Political Climates in the United States
and Japan: Implications for the Bilateral Relationship

Discussion Facilitator: Amb. Terry Miller, Director, Center for International Trade
and Economics, Heritage Foundation

Both Japan and the U.S. are successful societies, with high per capita GDP. Overall, the
political situation of both has been stable. Despite Japan’s seven changes in government
in the last six years, it is important to note that this is not so different than what Italy has
experienced in the past.

The key problem we face today, however, is no growth. We need to think about
the extent to which this is a problem; maybe we want stability rather than change, maybe
we do not want high growth? And perhaps President Obama is not trying to make the U.S.
more like Europe, but more like Japan—high spending, focusing on the elderly—are we
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seeing these countries going on parallel paths? If so, the U.S. could learn a lot by looking
at Japan, and see how it adjusts to change.

Our relationship is currently characterized by neglect, which could be benign, or
an indicator of an underlying problem that may boil over at some later date. How we deal
with our current economic and political challenges may decide how our relationship will
evolve in the future.

Makoto Utsumi, President & CEO, Japan Credit Rating Agency

Japan faces a number of structural challenges that Prime Minister Abe will have to
address:

Rapidly ageing population

Future of energy policy after 2011 tsunami

Manufacturing sector facing severe international competition
Budget deficit and accumulated public debt (230% of GDP)
Japan has no choice but *not so warm, but heavy tax state’.

Prime Minister Abe has been focusing on the short-term economic management in order
to secure a strong government mandate, and we have yet to see how he will tackle the
above issues. “We do, however, see a reemergence of the ‘magical triangle’—politics,
business, and bureaucracy working together to craft efficient policy.”

Also, Japan still has a number of strengths: the innovative capacity of its private
sector, a cash-rich corporate sector, healthy financial sector, abundant personal financial
assets, abundant foreign currency reserves, and a cohesive and stable society. If Japan
focuses on its strengths, and finds the right kind of political leadership, it has the ability
to work through the structural challenges outlined above.

The U.S. has been going through a debate similar to Japan’s internally, primarily
focusing on the role of government in society. Much of this has been the result of the
sharply widening income and wealth gap in the U.S., which have caused social problems
and political divisions. The income of the top 1% of households doubled from 10% in
1970 to over 20% in 2012, while the bottom 90% of households has seen almost no
increase in average net income. How the U.S. addresses this is yet to be seen, as the
debate over a heavy or light tax state is ongoing.

On the international front, President Obama’s “Pivot to Asia” seems to resonate
with Prime Minister Abe’s “league of democracies in Asia” and the potential for
strengthening of the relationship exists. A potential cause for concern, that may in fact
solidify U.S.-Japan ties, is the growing security challenge of China and access to
resources in the sea. Though the population of Japan is not ready to make over the current
post-war security structure, it is inevitable that Japan will have to play a larger role in its
own geopolitical challenges as tensions in East Asia mount.
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Arthur Alexander, Adjunct Professor, Asia Studies Program, Georgetown University

Japan as a society and economy has been very successful; it is the third largest economy
in the world and among the world’s richest. It is true, however, that it has not been
without problems, but its challenges may not be as onerous as they may seem. First, the
labor force implication of its ageing populations is not as bad as proclaimed. The
dependency ratio will be back to where it was in 1970 by 2050, and labor force
participation can be further improved if more women join the workforce. If Japanese
women experienced the same level of employment as Swedish women, the decline would
not be as great as the figures show.

With regard to monetary and fiscal policy, it must be noted that the price-adjusted
Yen shows that the currency was actually not doing so bad in 2011, and it was in fact in
its long-term average, which is not particularly high or very low. The deficit, however, is
particularly bad, and has been largely affected by the collapse of revenue and falling
pricing. Outstanding central government bonds are about the same as central government
net liability, which is not so good at about 134% of GDP. Despite these figures, the
Japanese experience is not all that bad, but it certainly could do better. “The major
political issue that the current government will have to face will be a choice between
helping individuals or helping collectives (firms, industries, regions); Japan’s experience
has been to help the firms, which is costly to mobility, and costly to productivity.”

Japan will also need to implement economic change faster than it has in the past,
which in itself is a monumental challenge. This will consist of financial and other
deregulation, corporate governance improvements, increasing competition in the
marketplace, as well as attracting more foreign direct investment. With the right
leadership, such reforms are possible, but Japan risks getting left behind if it remains
slow to change.

Gary C. Hufbauer, Senior Fellow, Peterson Institute

In President Obama’s State of the Union Address this week, the international economy
emerged fairly late in the speech. Obama did not even talk about the service economy,
which is currently very strong in the U.S., and instead focused on manufacturing, which
continues to make up less and less of economic output overtime. Furthermore, the
President did not mention Trade Promotion Authority to help with current trade
negotiations, nor did he emphasize the importance of trade for the middle class, as well as
the overall benefits of trade liberalization. “In fact, globalization was mentioned more as
a challenge, not as a positive thing.” His speech highlights some common myths held by
the American public:

o Globalization is the principle driver of inequality

¢ International trade and investment is responsible for the flat wages in the U.S.
e Outward investment is bad for the U.S. (costs exports and jobs)
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e High taxes on corporations are exactly equivalent to high taxes on rich people
(there are countries more socialistic than the U.S. who understand that this is
incorrect and have lower taxes on the corporate sector).

When looking at trade policy going forward, there are two possible routes President
Obama can take. First, he can pursue the TPP and EU-U.S. FTA, coupled with a full
defense of globalization and trade promotion authority. Or, he can simply continue quiet
negotiations, get trade partners to put up some juicy concessions, then take that to
Congress and ask for TPA. It is likely that the President will seek the latter approach,
which is bad for the trade agenda.

Discussion Highlights

What is the point of giving TPA to a president that does not believe in trade?
0 One reason may be that he has hedged a commitment in his pivot to Asia, especially with the TPP,
and TPA would assist in showing he is serious about these goals
Japan needs good political leadership to increase economic growth back to 2-3%

Japanese companies are going overseas not just for cheaper production, but also to sell to those markets as
well

FDI is also growing to historical highs in Japan, but it still very small compared to other rich countries
o Japan is facing a shrinking internal market, but Japanese people still do not like to depend on
foreign importers

PM Abe needs to recognize that he needs to represent the broader interests of society, and not just narrow
interests (‘magic triangle”)
Has not been enough pressure on Japanese companies to adapt hiring practices (increasing women in
workforce) because labor demand has not increased throughout the economy
o Social infrastructure has not been invested in; women still taking care of ageing family members;
work culture still requires long hours, making it hard for young families to have both couples
working

Session I1: Global Macroeconomic and Other External Influences Likely to Impact
the U.S.-Japan Relationship

Discussion Facilitator: Sallie James, Trade Policy Analyst, Cato Institute

There are a number of macroeconomic and other external influences that could
significantly impact not only the Japan-U.S. relationship, but the global economic
recovery as well. These include, but are not limited to: the rise of China and other
geopolitical issues; the growth of global supply chains; monetary policy and currency
wars; the global subsidies race; spats over natural resources; and negative growth
forecasts for Europe, which is troubling because the European economy is so embedded
in the global system. For Japan, the best way forward is through economic reforms, and
the TPP may be a good start, but it needs to act quickly before the opportunity passes.
How these challenges are addressed in the next few years may determine the shape and
rate of future growth.
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Takashi Shiraishi, President, National Graduate Institute for Policy Studies

Prime Minister Abe is confronted with a number of major challenges after six years of
policy drift. Territorial issues with China and South Korea are a growing problem. He
must find a way to contain the dispute and to prevent it from affecting the bilateral
relations of Japan, China and Korea. It is possible to use the International Court of Justice
to settle this territorial dispute, especially if China continues to provoke Japan to enhance
its Coast Guard and Maritime Self-Defense Force, which could lead to the possibility of
accidental conflicts arising. It is doubtful that China will heed any ICJ decision, but it
may still help Japan by easing China’s sabre rattling in the face of international pressure.

Japan’s own domestic security debate is another issue Prime Minister Abe will
have to address. First, it will be imperative to rebuild the trust of people in Okinawa with
regard to the military base issue. This is increasingly important because the strategic
importance of Okinawa has increased due to the tensions with China. However, despite
rising friction, Japan has not been conducting many joint military exercises with its allies.
“It is essential for Japan to do more networking and security collaboration with its
neighboring countries to help maintain equilibrium in the region.”

In fact, greater regional cooperation is essential not only for stability, but also for
economic growth. For more than two decades ASEAN has struggled as the center of East
Asian integration, and regional cooperation needs to be revitalized. It is vital that China
become a stakeholder in the rule-making process to foster greater cooperation and joint
problem solving of shared challenges. The TPP is also a means to achieve economic
growth, but Prime Minister Abe should not lose the opportunity to act fast in support of
the TPP.

Phil Levy, Associate Professor for Business Administration, University of Virginia,
Darden Graduate School of Business

Economic growth forecasts have been generally dim: the Eurozone economy shrank by
0.6% in the fourth quarter of 2012, and Japan’s GDP in that same quarter fell by 0.4%, its
third straight quarter of decline. These poor growth performances have in turn led to a
discussion over the role of macroeconomic policy in correcting the current global
economic slump.

If you look at the G-7 and G-20 meetings this week, currency wars are hot topics.
The main concerns are competitive devaluation and beggar-thy-neighbor policies to
promote one country’s growth at the expense of others, as well as inflation or deflation,
which will each have different impacts. If deflation is the worry, reciprocal interventions
are not so bad, as they would just expand the global money supply. If inflation is the
worry, macroeconomic intervention is possibly more troubling.

The current global macroeconomic environment is characterized by:

e Slow growth
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e Structural change meeting political obstacles
e Conventional measures pushed to extremes

o Fiscal expansion (rumors of austerity)

0 Monetary policy hits zero lower bound, quantitative easing
e Heightened sensitivity.

Policy measures to address these issues are available, but they must be approached with
diplomacy and caution. The sweet spot will lie between addressing deflation and raging
inflation, though it will be difficult to do this.

Derek Scissors, Senior Research Fellow, Asia Studies, Heritage Foundation

High levels of public debt and slow growth has been a major problem for both the U.S.
and the EU. The troubling component of the current debate, however, is the belief that
deficit spending will stimulate the economy. This approach has been employed by Japan,
and has resulted in the failure of its fiscal policy. The world, in turn, has been imitating
Japan without learning from its mistakes, but this is not a good idea.

Japan’s economy is currently suffering from the implementation of Keynesian
policies that have simply not delivered in terms of long-term growth. In fact, in 2010,
Japan’s economy was about the same size it was in 1992. This stagnant growth is the
result of a low return on capital from enormous, low-yield government borrowing. This
practice must stop; Japan must cut spending by reducing subsidies, transfers to local
governments, and pensions for individuals who can still work.

Tackling these reforms will be difficult, but without them, Japan will be
threatened by the possibility of default. There will inevitably be a period of weak growth,
but fiscal reform will ensure that in the long-run the deficit will be substantially reduced,
and growth will be restored to positive figures. The U.S. should learn from Japan’s
economic struggle and be wary of excessive domestic spending that may lead to
stagflation.

Discussion Highlights

e |If you can get things moving with a modest fiscal policy, can the deficit problem go away?

o Politics is problematic, because politicians are doing easy stuff first and leaving the
hard decisions for later (or for the next administration—in all countries), making it
hard to correct long-standing fiscal mistakes

e U.S. will maintain military presence in region for its own interests—growing economic region
and increasing competition with China

o Don’t know for sure where China will be in the long-term however, may lead to
rethinking of security calculations

e  Growing intolerance for foreign military bases in Japan among public, particularly because of
negative press coverage; especially difficult for people in Okinawa, where most bases are

0 Aslong as the Japanese government can manage the Okinawa issue, there will be no
major political fallout over U.S. bases in the country

e Need to ask whether Japan should be spending more than 1% of its GDP on defense when it
claims recent security problems as a major threat (the U.S. spends 4% of its GDP on defense
and it is questionable whether this level of spending will be sustainable in the long-term)

o Problem for Japan with regard to military spending is purely political
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Luncheon Address
Jim Kolbe, Senior Advisor, McClarty Associates, and Senior Transatlantic Fellow,
German Marshall Fund of the United States

This has been an important week when it comes to trade, with the announcement to begin
talks on a U.S.-EU FTA. We’re not talking about just another bilateral trade agreement
here, and the facts and figures can demonstrate that. The U.S. investment relationship
with Europe is fourteen times the amount of investment we have with all the BRIC
countries combined, and what’s more, 7.5 million U.S. jobs are dependent on trade we
have with Europe. This agreement would make the U.S. and EU the largest trading bloc
in the world. “But this new deal is not just primarily about reducing tariffs; non-tariff
barriers are really the difficult part to deal with, and regulatory divergence on both sides
of the Atlantic is what we need to change to simplify trade on both sides.”

As talk of trade heats up, there are a number of issues before Congress that are
worth noting. First, on trade promotion authority, it has been almost six years since the
President last had TPA—this length of time without the authority to negotiate agreements
is simply startling. “Furthermore, President Obama has not said that he’s going to seek
TPA, but he’s going to need to seek it if he wants to move forward on trade issues.” Not
only will he require basic negotiating authority that deals with tariffs, services and
investment measures, but he will also need the ability to address newer trade issues
related to supply chains, rules of origin, and other behind the border barriers. If he does
not take action on this soon, it will not bode well for the agreements currently on the table.

Some issues that will be particularly challenging for the U.S. and Europe are:
genetically modified organisms, which are an emotional issue for a lot of people;
environmental issues, such as carbon emissions; and agricultural subsidies. “We should
not underestimate the difficulties of this agreement going forward, but it is worth
mentioning that this is first time that we actually see labor unions really in support of a
trade initiative.” The main reason is that worker protection would not be an issue here, as
both the U.S. and EU are highly industrialized states.

Turning to the TPP, the inclusion of Canada and Mexico has made it a larger and
more complex negotiation process, but one that could yield vast benefits. As for Japan’s
involvement, it is important to ask what kind of structural changes Japan will have to
make domestically to become part of this agreement. “How much, in fact, will it need to
accommaodate to meet the high standards of this agreement?” If President Obama asks for
TPA from Congress for the TPP, we will then get a good sense of what some of the
problems may be during the negotiation process, as it still remains in its early stages.

As for global trade liberalization, it must be kept in mind that a lot has changed
since the Doha round was launched. However, the global economic downturn poses a
good opportunity, but also big challenges, for getting the WTO back on track and
building an agenda to deal with these issues. In the U.S., we are beginning to see a break
in the ice and some movement on trade, largely because the constituent groups are
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starting to get behind it, but President Obama needs to act on this and ask for TPA before
the opportunity fades. Now simply is not the time to shy away from action on this issue.

Session I11: Prospects for and Impediments to Trade Agreements and Other
Bilateral or Regional Forms of Cooperation

Discussion Facilitator: Dan Ikenson, Director, Herbert A. Stiefel Center for Trade
Policy Studies, Cato Institute

In looking for ways to spur economic growth, trade has not really been on the agenda of
the current administration. The recent “Pivot to Asia” may provide a test to see how
serious President Obama is about trade. However, without trade promotion authority it is
doubtful that agreements such as the TPP and EU-US FTA will be completed in the
ambitious time frames that have been outlined. Also, if these agreements are laced with
waivers and special concessions, the goal of meaningful and real trade liberalization will
not be achieved. Without a serious commitment to trade, global economic growth will
continue to stagnate.

Kazumasa Kusaka, Adviser, Mitsubishi Electric Corporation & Former Vice Minister
for International Affairs, METI

The relative decline of the Japanese economy is a cause for concern, but Prime Minister
Abe has adopted a three-pronged strategy that he hopes can change this: bold monetary
policy, flexible fiscal policy, and a growth strategy that promotes private investment.
Trade could play a key part in this overall strategy if Abe decides to opt-in to the TPP
negotiations.

In terms of Japan’s FTA coverage in trade volume, it is a little behind other
countries of similar levels of development. However, this is improving over time; by
2015 Japan’s agreements with other countries will cover 30% of its trade volume, and in
2030 it is projected to reach 80%.

Further growth will be threatened if there is no commitment to trade liberalization
on the part of the government. In December 2012, Prime Minister Abe made clear that
the LDP would oppose the TPP if the precondition for joining did not allow any tariff
lines to be off limits. In the end, it seems that Abe is primarily concerned with Japan’s
national interests, though he has stated that he aims to make Japan the most business
friendly country in the region. He will be hard-pressed to do this if he does not embrace
the TPP.
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Domestically, the debate over TPP is divided into pros and cons as follows:

Pros: Cons:
e Regional growth, supply chain, FDI e Too much competition in following
e Common rules, equal footing among sectors:
competitors o0 Agriculture
e Accelerate other FTAs 0 Food safety standards
e Enhanced competitiveness in 0 Services: public health
agriculture and service industry insurance, pharmaceuticals,
e SMEs benefit from lower transaction legal services
costs 0 Unskilled labor
e IPR protection

The question really is whether the above concerns are valid as the scope of the
negotiations is yet unknown. Japan’s current window-shopping is also not very likely to
reveal the real price of entering—it needs to make a decision based on its current
economic conditions. “Public awareness of the benefits of the agreement has been
increasing, but Abe needs to jump on the opportunity to join the negotiations before the
mindset changes.” Also, he should not sideline East Asian economic integration, and
ensure that ASEAN remains central to this process to ensure that gains can be widespread.

Wendy Cutler, Assistant U.S. Trade Representative for Japan, Korea and APEC
Affairs, U.S. Office of the Trade Representative

Not a day goes by in Japan without the TPP being on the front pages of the newspapers,
nor does the coverage portray the U.S. as pressuring Japan to join, which is especially
important. The U.S. learned this lesson during FTA talks with Korea, where Korea made
a clear decision on its own that its economy and its role in the region would be better
served through the completion of the agreement. Therefore, joining the TPP is really
Japan’s decision to make as it looks towards the future.

Japan will have some major challenges in joining the TPP, and will have some
specific issues that it will need to work through. There are three key sectors of concern:
beef (on Feb. 1 Japan announced it would allow imports of cattle over 30 months of
age—significant progress, but more work to do here); automotives, non-tariff measures
of particular concern (both automakers & autoworkers are watching this); and insurance
(Japan Post, state-owned enterprises should compete on equal footing with all private
sector companies).

To date, Japan has made some progress in these areas, but there is still significant work to

conclude. The U.S. will continue to work on the TPP negotiations and would certainly
welcome Japan if it decides to join.
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William Brooks, Adjunct Professor, Japan Studies, SAIS, Johns Hopkins University

The TPP, if concluded, would become the largest regional trading bloc with the inclusion
of Canada, Mexico and Japan. The potential is even greater if China and Korea join
somewhere down the line, but if Japan chooses not to join the agreement will turn out to
be very small since the largest trading partners within it already have free trade
agreements among themselves.

Joining the negotiations will be a tough decision for Abe as there is an extreme
amount of enmity over the agreement. However, public support has grown overtime. The
main opposition has come from the agricultural co-ops which have strongly lobbied
against it. “This opposition may lead to Japan asking for a waiver on the zero tariff goal
on rice, butter, sugar, wheat and beef; if Prime Minister Abe can get these products
exempted Japan’s entry can most definitely be assured.” In the long-term, however, Japan
will undoubtedly need to reform its agricultural sector as a growth strategy for the
country.

In the end, the positive reasons to join the TPP far outweigh the negative ones,
and it would be beneficial for Japan not to miss the opportunity to get involved while the
negotiations are still at their early stages.

Discussion Highlights

e How would TPP 2.0 work—if Japan signs on later as opposed to being an original negotiator
0 Accession provision within the agreement, Japan would have to live up to negotiated
rules, and would not be allowed to open up the text of the agreement
o Japan would still need to negotiate market access (this is where much of the sensitivities
lie)

e Japan-EU FTA is also an important initiative that may be easier for Japan to accept because it may
not cover agriculture (as extensively if at all)

e  Perhaps Japan could look at what Korea has done in terms of market opening with effective
subsidies to farmers (trade adjustment assistance), because it won’t be able to just hang the farmers
out to dry

o For agricultural reform, might want to get MET]I involved to assist with developing a
business run operation of the agricultural sector

0 Need to come to terms with fact that most of Japan will have to change if it wants to keep
this industry going

e The debate in Japan more recently has been about what the TPP isn’t rather than what it is,
especially due to misconceptions about the agreement itself
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Session 1V: New and Heterodox Ideas for Cooperation and Economic Growth

Discussion Facilitator: Claude Barfield, Resident Scholar, American Enterprise
Institute

Having discussed the standard indicators for assessing the economic prospects and
challenges for Japan and the U.S., it is worthwhile to also turn to heterodox ideas for
cooperation and economic growth. The speakers will explore both international and
domestic reforms in ways that may broaden our perspective and approach to these issues.

Noboru Hatakeyama, Chairman & CEO, Japan Economic Foundation

In assessing ideas to enhance global economic growth, one option is to look towards our
institutions and see whether they are effectively assisting in attaining this goal. One
proposal is to create a new index to establish G10 to realize justice in global governance.
This new objective criteria would be composed of 50% of a country’s GDP global weight
plus 50% of the population global weight of the country.

Important point is, in order to take non-economic considerations into account, the
criteria of population weight is introduced. Thus, the criteria would take both economic
power and democracy into consideration—economic power represented by GDP weight,
and democracy by population weight.

The criteria would determine the membership on the basis of annual reviews,
which at first glance might prompt fears of rapid change, however, based on this criteria,
members would remain relatively unchanged over the years. The purpose of these
objective criteria is not to establish the G10 in competition with the G20, but rather to
provide a forum that can address the needs of the leading economies.

Jim Fatheree, Senior Director, Japan & Korea, President, U.S.-Japan Business
Council, U.S. Chamber of Commerce

Structural reform hasn’t been a priority for Japan in many years—Koizumi came closest
to this goal. Prime Minister Abe currently has a real opportunity to put Japan on the path
for more sustainable growth if certain steps are taken. He seems to have learned his
lesson from his first round as PM, by focusing on economic growth, but the next 4-5
months will be significant in seeing whether he implements needed reforms.

The three arrows of Abenomics are: large fiscal stimulus, significant monetary
easing, and measures to increase investment and growth. So far, Abe has only focused on
the first two, while the key to success is really the third—Japan needs an economy driven
by private sector growth.

Currently, Japan is very export dependent, and needs to be integrated into the

regional Asian economy, as well as the global economy, and the TPP is the best way to
begin this process. A parallel agreement that will also be important for Japan is the
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International Trade in Services Agreement, which will help Japan increase productivity
and efficiency of its service sector.

With regard to current fiscal measures in place, Japan will need to:

e Give targeted income support to full-time farmers

e Implement regulatory reform and adopt international standards (Japan has made
progress in the last 15 years, but in some areas lacks transparency)

e Tax and financial reform (corporate and consumption tax), need to make capital
markets work better, not public-private partnerships or subsidies

e Enforcement of competition rules, increased transparency

o Labor market—1/3 of workers are part-time, contract, or temporary, because it is
hard to lay people off when you need to; also need more women in the workforce

¢ In near-term must establish certainty on direction of energy policy.

“Aversion to risk is a major factor that is holding back the Japanese economy. FDI is
under 5% of GDP, a low figure among OECD countries.” Furthermore, it is very
challenging for U.S. companies to acquire Japanese companies, even if they are
struggling, these companies will resist acquisition. Overall, this has led to Japan’s FDI
performance ranking being quite low, though its potential places it in the top ten. Japan
must get rid of the disincentives to investment, not just for foreign companies, but
domestic ones as well.

Adam Posen, President, Peterson Institute

Japan can undertake reforms in a few areas that would assist in providing greater
economic growth.

One major problem in the country is the absence of women in the workforce. This
is both a political and economic issue, but not one that is beyond solving. Employment
opportunities are also anti-youth, which makes it difficult for young people to enter the
workforce and attain good levels of experience. Here, Japan can import an approach from
Denmark by implementing a labor market policy with a temporary window that allows
youth and women to get placement in positions that they otherwise would not have a
chance at. As such, this would make the cost of employment discrimination high, and
lead to change in employment practices over time.

Second, Japan’s land prices have stagnated over the last 20 years, and
improvements to land have also tailed off. “The government needs to go after capital
gains and inheritance provisions for the transfer of land; there needs to be a one-time tax
holiday for transfers, then move on from there for a rational reallocation of land, which
may drive down prices temporarily.”

Contrary to the rhetoric, increasing trade through an FTA will not necessarily

guarantee positive outcomes unless it is implemented properly. What we need for Japan,
therefore, is not so much a trade deal, but really a large opening up of inward FDI. This
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process can be undertaken at the international level and not just be autonomous economic
reform. “A major challenge here is changing the mindset and thinking towards inward
FDI; inward FDI is not about doing other countries a favor, but rather thinking of it as
natural resources to which you have restricted foreign access.” If Japan can switch its
approach to this, it will yield great benefits, as the biggest short-term challenge to the
global economy is getting private capital off the sidelines and into investment.

Furthermore, Japan cannot continue its old policies of spending a lot of time
chasing incremental efficiency gains. The steps it takes to bring itself out of economic
stagnation must deal with difficult structural and political issues that have long since been
avoided.

Discussion Highlights

e  Economic reforms in Japan will not be easy to accomplish, uncertainty that PM Abe will be
able to deliver on effective reforms

e Labor market issue not just one of placing women in workforce (see discussion highlights
from first session) need labor demand to exist

e Inward FDI key to increasing economic growth in Japan
TPP may not be enough—Japan needs real structural economic reforms
Role of international institutions, such as G7 and G20, to solve economic problems less useful
than symbolic
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58



Arthur Alexander, Adjunct Professor, Asia Studies Program,
Georgetown University

Some Things You Thought You
Knew About the Japanese
Economy ...

Arthur Alexander
Georgetown University
ajad@georgetown.edu

Common Misperceptions

* Demographics not as bad as portrayed
* Yen not so high

* Debt not that large

* Growth not so bad, relatively speaking

» Japan will be okay
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Japanese Government De

(% of GDP, March 31, 2012)
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Japan’s Experience Similar
to 20 Richest Countries
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Conclusions: Japan Will Be Okay

« Japan has institutions, habits that work
» Population decline not as scary as portrayed

— Productivity gains, better use of women could ease effects
* Slow, but steady, economic change

— Financial, other deregulation

— Corporate governance improvements

— More competition

— More FDI
« Political tension between helping individuals and larger collectives
» Change with Japanese characteristics

— Slow, allow time for everyone to adjust

— May not be fast enough in changing world
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Phil Levy, Associate Professor of Business Administration,
University of Virginia, Darden Graduate School of Business

Currency Wars and

Unconventional Policy

Philip I. Levy
February 14, 2013

Style

Substance
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Substance
e Growth — January IMF WEO Forecast

Advanced 1.4 2.2
Economies

Emerging Market 55 5.9
and Developing

Economies

* Inflation (consumer prices)

Advanced 1.6 1.8
Economies

Emerging Market 6.1 55
and Developing

Economies

Grim Updates

» Eurostat — today

— In fourth quarter 2012, eurozone economy shrank
0.6% vs. 0.4% expectations

_ — Biggest drop since 2009:1.
» Reports from Japan
— GDP fell 0.4% in 2012:1V
— Third straight quarter of decline
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Style

» The G7 opines:

— “We... reaffirm our longstanding commitment to
market-determined exchange rates and to consult
closely in regard to actions in foreign exchange
markets...”

— Fiscal and monetary policy limited to meeting “our
respective domestic objectives” and “not target
exchange rates.”

» Heading into the G20: worried statements
about looming currency wars

Is there anything to this?

e Concerns:

— Competitive Devaluation and Beggar-thy-
Neighbor.
¢ Arguments about what really happened in the 1930s
(Barry Eichengreen).
« Just make sure that other countries can respond. Can be
problematic with numerical targets.
— Are we worried about inflation or deflation?

 Reciprocal interventions would just expand global
money supply. Not bad if deflation is the worry.

« Sweet spot should lie between deflation and raging
inflation. Hard to stick the landing.

» The answer may differ between countries.
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The Global Macro
Environment

» Slow growth
« Structural change meeting political obstacles
|« Conventional measures pushed to extremes

— Fiscal expansion (with rumors of austerity)

— Monetary policy hits zero lower bound,
quantitative easing

» Heightened sensitivity

» Upshot: Policy measures are available, but
approach with diplomacy and caution
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Kazumasa Kusaka, Adviser, Mitsubishi Electric Corporation;
Former Vice Minister for International Affairs, METI

State and Prospects of the FTAs of
Jaean and the Asia-Pacific Region

February 14, 2013
Kazumasa KUSAKA

| Development of Japan’s EPA/FTA Networks

= :
I 1
i i
1
i Under Study/discussion | 1 country and 1 region |
]
i Under Negotiation |5 countries and 3 regions -
i :

China-Japan-Korea

EU
== Turkey
Concluded ) Announced the launch of

Under joint study

scoping exercise = the negotiations
- Canada

Under negotiations

- ( Mongolia Republic of Korea

Under negotiations Negotiation suspended

#u g o

Switzerland India _—  ASEAN (AJCEP)

Continue
toward participating
with the countries

Took effect (’\ Took effect | / Took effect in Dec. 2008 \ concerned
in Sep. 2009 N in Aug. 2011 i Fr— ~
A ‘ Thailand Vietnam Mexico Colombia
A | Took effect Took effect Under negotiations
Malaysia BELEiE Took effect
I in Nov. 2007 in Oct. 2009 in Apr. 2005
. Took effect - - pr.
Under negotiation in Jul. 2006 e = > Revised in
GCC: Saudi Arabia, i . Brunei |!‘ Philippines Apr. 2012
Kuwait, United Arab [ . ‘
{Em‘\ra(es, Bahrain, Qatar, Singapore T:T:I ezf;f)ist i:"[‘)’::f;;ts
oman Took effect — S - Peru
. = Took effect
in l.\lovA'ZDOZ, Indonesia ook effect
revised in Sep. m In Mar. 2012
— in Jul. 2008 o Chil
Se. © =
RCEP Ss Took effect
Ss in Sep. 2007
Announced the launch of = (P

the negotiations
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Comparison of FTA coverage ratios

In effect : 19%
Including under negotiation : 61%

In effect : 24%
Including under negotiation : 50%

In effect : 34%
Including under negotiation : 81%

o

Trade Value Trade Value
USD 1,081 billion
(2011)

rade value

D 1,680 billion
(2011)

By 2015 30%, 2030 80%
July 31, 2012 Cabinet Decision

In effect : 27.5%
In effect and signed : 28.6%
In effect : 39.0% Including under negotiation : 49.4%

Including under negotiation : 47.9% (Excluding internal trade)

Trade Value

ue In effect
SD 4,482 billion: (Korea)
(2011) 21%
Signed
1.1%

3
Comparison of liberalization rate
FIA Liberalization rates between the US, the EU, and other countries are higher.
The US has achieved rates of no less than 95%, and almost 100% on a tariff line
basis
Liberalizatio Japan’ s EPA . U.S.~Australia U.S.~Peru U.S.-S. Korea EU-S. Korea
n (in force, Jan. 2009)¢n force™Feb2009] Toignad, Joh 2007 [Linforce, Jul. 2011)
rate - ~~a
100% -~ ® - ~o
e @ ~
g (Australia) (Peru) o S N
‘/ ® (us) (EV) \
\ (U.s.) (S. Korea) (S. Korea) ,I
N L’
Sso us) _-
~ -
95% " -
If tariffs to be eliminated within 10 years, [~ = = = = = = = = = = -———-r
are included, the ratio is 99%
90% -7 - 1
s Japan- Philippines™
. (88% )
I, © \\
/ . Japan—Thailand \
Japan-Malaysia “g79; ) Japan-Indonesia \
| (87% ) @) (87%_ ) 1
\ e o o U
N Japan-Chile s
No (87% ) © Japan-Switzerland L’
85% = £86% =
Notes) This table displays liberalization rates of each EPA/FTA based on tariff lines. (ratio of tariff lines which are to be liberalized within 10 years of total tariff lines)
Liberalization rate of almost all Japan’s EPAs based on trade volume (ratio of imports which are to be liberalized within 10 years - of total imports) is above 90%.
Japan- Brunei and Japan-Switzerland ; above 99%, Jap: ingapore, Japan-Malaysia, Jap: ietnam; about 95% 4
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Basic Policy on Comprehensive Economic Partnerships
Campaign Promise of LDP December, 2012

Headquarters for Japan's Economic Revitalization will develop strategic overseas
investment, EPAs and natural resource strategy with the aim of capturing the
rapidly growing Asian economy.

Press Conference by Prime Minister Shinzo Abe December 26, 2012

First with regard to the TPP, the public pledge made by the Liberal Democratic Party
regarding the TPP is to oppose joining the negotiations as long as a precondition is
the abolition of customs tariffs without considering any areas to be off-limits.

Under the recent coalition agreement with The New Komeito, we will pursue the
optimal path forward that serves the national interests, and this is of course our
mutual agreement, as it were, as well as a public pledge.

In economic negotiations, the outcome is everything, so to speak.
From the perspective of whether or not within the final outcome our national interests
were safeguarded and we succeeded in obtaining what we wished to obtain, we will
engage in a comprehensive examination of the issue, placing focus on whether or not

we are able to safeguard our national interests.

Development of Regional FTAs

Japan-EU EPA 9

China-Japan-Korea FTA

28 May, 2011 - Japan-EU Summit
Summit leaders decided that the two
sides would start discussions with a view
to defining the scope of the EPA as soon
as possible.

31 May, 2012- European Commission

Meeting
The Commission indicated that the
scoping exercise had been concluded.

29 November, 2012 - The EU Foreign
Affairs (Trade) Council

The Council approved a mandate for the
negotiation of a FTA with Japan.

-

Early 2013 Japan EU Summit (arranging

- J

13 May, 2012 - CJK Summit
Leaders endorsed the recommendations from
the trade ministers that the trilateral FTA
negotiation would be launched within the year.
20 November, 2012 - CJK Economic
Ministers Meeting
Ministers Announced the launch of the FTA
negotiations among China, Japan and Korea.
They decided to hold the first round of the
negotiations in early 2013

RCEP

(Regional Comprehensive Economic Partnership)

30 August 2012, - ASEAN Economic
Ministers Plus ASEAN FTA Partners
Consultations

The Ministers agreed to recommend to the
Leaders the Guiding Principles and Objectives
for Negotiating the Regional Comprehensive
Economic Partnership.

20 November, 2012 - ASEAN Leaders
Meeting and Related Meeting

Sixteen leaders and representatives declared
the launch of the RCEP negotiations.

They commence RCEP negotiations in early
2013 and aim to complete negotiations by the
end of 2015.

TPP

11 November, 2011 - Press Conference by
Prime Minister Yoshihiko Noda

“I have decided to enter into
consultations toward participating in the
TPP negotiations with the countries
concerned.”

30 April, 2012 - Japan-U.S. Summit
Meeting

Both leaders shared the view that they would
make efforts to advance Japan-U.S.
consultations. President Obama expressed
interest in the issues of automobiles,
insurance, as well as issue of beef which has
already been previously addressed.

20 November, 2012 - Japan-U.S. Summit
Meeting

Prime Minister Noda stated that he would like
to accelerate bilateral consultations in order
to overcome issues regarding the TPP, which
was basically understood by President
Obama.
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Road to FTAAP

Japan Chlna Korea FTA

————

:
¥

en iy,

Supply—Chaln in East AS|a 2010

East ASIa Billion US$

Share of

Intermediate goods
—) 70%~
) 60%~
| —) 50%~

373 | 9 429 120 a0%~
H 30%~

~30%

2,792 279 839

RIETI-TID 2011
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Regional growth and Japan’s growth strategy
- FTA strategy and decision-making -

-PM Abe

Revitalization of the economy by adopting a three-pronged strategy
consisting of bold monetary policy, flexible fiscal policy and a growth
strategy that promotes private investment

the most business friendly country, trade-oriented & industrial
investment- oriented country

- Background
Relative decline of Japanese economy and robust Asian growth
75% of exports are for APEC ~ 25% for TPP
60% of FDI for APEC  40% for TPP

- Hollowing-out?
Export/FDI-oriented companies contribute more to domestic investment and
job creation - white Paper on International Economy & Trade 2012

Strengthening competitiveness of service industry is opportunities .

Domestic politics on TPP

- Pros
Regional growth, supply chain, common rules
Accelerate other FTAs
Equal-footing among competitors

Enhancement of competitiveness in agriculture & service
industry

SMEs benefit lower transaction cost
IPR protection and FDI protection
-Cons

Not only agriculture, but also service sectors such as public
health insurance scheme, medical drugs, legal services, food
safety standard as well as unskilled labor!

- Question: The above concerns valid?
Scope of negotiations?
Window-shopping would not tell the real price!

10
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Perception is political reality

- However, public awareness increased: FTAs are more than agriculture
tariff / more than “border measures”

- Peer pressure and one’s own agenda

Perception is business reality too!

East Asian process: FDI-led / business-led de facto economic integration
Mindset matters!
Where the prize is

Companies choose the most investment/business friendly country
Speed is critical for business
PM Noda’s “decisive politics” in 2012

PM Abe’s “sense of speed in bringing policies into
realization and the ability to get things done”

11

East Asian economic integration

East Asia is behind EU?

Myanmar : Malaysia 1:8 per capita Gop
Cambodia : Korea 1:12

Turkey : Germany 1:6 ->1:3

EA economic integration while ensuring ASEAN centricity

FTA/EPA, connectivity, removing barriers to sustainable
growth

“Principle is pursuing free, open, interconnected economies ... must secure
the power of networking ... enhance connectivity in Asia. Also reiterated 36-
years old Fukuda Doctrine Japan being equal partner of ASEAN” - PM Abe
@Jakarta, Jan. 2013

APEC means business!

12
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William Brooks, Adjunct Professor, Japan Studies, SAIS,
Johns Hopkins University

Can Japan Join the New Regional
Architecture?

¥es! Japan can and
should join the TPP

But Tokyo will have to make some hard choices and be
prepared to carry out major reforms in now protected areas
of the economy, the agricultural sector in particular
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N, APEC(FTAAP)
SEAN Russia

ASEAN Plus 3 ASEAN-Japan \
FTA FTA ASEANPlase | Canada
; ' =% AVN Mexico

ASEAN-China
FTA
China

I
|
|
I
|
|
I
I
I
I
\

Asian “Noodle Bowl!” of
existing bilateral and
regional trade pacts

With overlapping rules and
provisions, such pacts - &
proliferated about a decade or {ASEANPis3 [ ASEANSapan
so ago when the WTO Doha = i
Round went comatose. i

ol 7| e ) | s
i FIA ASEANmunts Australis | b oiidgke
They have subverted the China g Zestsnd || pern
multilateral dispute : - o J If e

mechanism of the WTO and : gl i 1
they cherry pick what : I
countries want in the pact and !

want to avoid.

Aapan

TPP would lead to an Asia-
Pacific Free Trade Agreement
and ultimately accomplish
what the Doha Round could
not.
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gPP

On November 12, 2011, the Leaders of the nine Trans-
Pacific Partnership countries -

announced the achievement of the broad outlines of an
ambitious, 21st-century Trans-Pacific Partnership (TPP)
agreement that will enhance trade and investment
among the TPP partner countries, promote innovation,
economic growth and development, and support the
creation and retention of jobs.

Since then, two others have joined negotiations, Canada
and Mexico, and one other, Japan, is considering it.

B PP Member Countries

Members

Country Status Date
Original Signatory June 2005
Original Signatory June 2005
Original Signatory June 2005
Original Signatory June 2005
Negotiating February 2008
Negotiating November 2008
Negotiating November 2008
Negotiating November 2008
Negotiating October 2010
Negotiating October 2012
Negotiating October 2012
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PP Would Beco | ar Reglona

ioc if fapan, Canada, Mexicojoin

PVl Naoto Kan wanted Japan to
JOiin TPP in 2010 but failed
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negotiations with the
countries concerned.”

Those consultations stalled
with the U.S. in March 2012
over bilateral trade issues
unrelated to tariffs
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Noda Sought to Make Final TPP
PEcISion by June 2012 but Failed
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Wen Kids Get into the Act
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Bodies considering Japan's participation in TPP

Govt

DPJ

Policy Research Committee
Chairman Seiji Maehara

Meeting of
National strategy council govt, DP]

Prime Minister Yoshihiko Noda

top brass

Chief Cabinet Secretary Osamu Final | - -
Fujimura; Motohisa Furukawa, state C°°fd'_“ﬂ";?" Economic partnership
minister for national policy; others possible? project team
Foreign Minister Koichiro Gemba F;?L;TZ:;:E::M :r‘:;:i;?]a
Economy, Trade and Industry industry ministe\;'
Minister Yukio Edano
Finance Minister Jun Azumi 0pp9§ed to
Land, Infrastructure, Transport and ERtiEpaton
Tourism Minister Takeshi Maeda Bloc cautious about the TPP
Agriculture, Forestry and Fisheries .
Minister Michihiko Kano; others Led by Masahiko Yamada,
former agriculture, forestry

FTAAP-EPA ministerial council and fisheries minister

WPV Noda ultimately failed to

80



Jhe DPJ Lost to the
IBDP in the Lower
HoUse Race

Voters disappointed with the DPJ’s performance since 2009 and
concerned about the state of the economy cast their votes for
the LDP and other parties. The LDP gained a solid majority in
the Lower House (294 out of 480 seats). But another election is
coming, for the Upper House, in July 2013
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B 2013 is a crucial year for the U.S.-led TPP
negotiations among 11 nations, which have set
October as the timeframe for concluding a final
agreement

B Japan must decide to join the talks early this
year if it expects to affect the outcome,
including rules being set

B Japan wants to get a waiver from the zero-taritf
goal for certain sensitive products like rice

PV Abe - President Obama:
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Abe seeks tariff exceptions

= Prime Minister Shinzo Abe told reporters on
Feb. 9 that he may decide on Japan’s
participation in the Trans-Pacific Partnership
(I'PP) negotiations if President Barack Obama
allows exceptions to the TPP’s abolition of
tariffs at the U.S.-Japan summit in late
February.

He said: “I will decide at the Japan-U.S.
summit if [ am able to get a sense of whether
the abolition of tariffs will indeed apply to all
products.”
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“We stand firm on our position that Japan will
not participate in the talks as long as they are
premised on tariff abolition with no
exceptions.”

Abe reportedly intends to announce participation
in the talks as early as March if certain
“exceptions” to tariff abolition will be allowed.

BRIGe not the only sticky issue

= The real issue is not rice per se but the relative
weakness of the agricultural sector.

B Japan had its chance following the WTO Uruguay
Round (1993 on) to modernize agriculture but did
not.

The average age of a farmer is 66 and the number
of farmers has dropped by half since 1990 to 2.6
million, with 70% being part-timers.

The agricultural sector produces only 1.5% of GDP.

Japan needs drastic reform to increase scale,
productivity and bring in new farmers.
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‘; Polls Show the Public Supports
| TPP

= Jiji Press opinion poll in November 2011 found
that 52.7% of the respondents supported
Japan's participation in the TPP negotiations
and 28.8% opposed. In the July 2012 poll, the
percentage of supporters increased to 57.6%
and that of those against decreased to 21.7%.

@ Sankei opinion poll (1/31/2013)
= 60% of the public approved of Japan’s participation

in TPP
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In the Yomiuri Shimbun’s February public
opinion survey, the Abe cabinet’s support rate
was 71%, up 6 percentage points from its
inaugural rating,

All of its four predecessors, from the Aso cabinet
to the Noda cabinet, sustained a drop in their
second-month approval ratings.

Agricultural Coops:
TPP will ruin Japan

JA-Zenchu's “doomsday scenario” of the impact of the TPP
on Japan:

“Our country’s agriculture will be dramatically reduced and
destroyed completely. Regional economies and
communities will also collapse including related
industries....The TPP will completely destroy not only
agriculture but also forestry and fisheries. The most
Important things for us as human beings - our lives and
environment — will be made hollow and will be entrusted to
foreign countries....The multiple functions of agriculture,
such as preserving the environment and national land, will
be lost as will be the biodiversity of plants, fish and
insects.”

JA-Zenchu even rejects the MAFF’s calculation of the
impact of the TPP on the Japanese economy — a ¥4 trillion
decline in agricultural production (of this ¥1.98 trillion
wouhj be rice) and an ¥8 trillion decline in GDP - as too
small.
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A Zenchu attacked in the press

=

=

[=

[=

In the December 2012 Lower House election, JA
endorsed 160 candidates who had agreed to
block Japan's participation in the TPP talks, of
whom 90% were from the LDP

JA is pursuing the same strategy for the Upper
House election in July

Pressure has been on PM Abe to delay a TPP
decision until after the UH election

But by that time, it would be too late for Japan
to affect the TPP rules now being discussed

for anti-TPP stand

Japan’'s leading business daily, Nikkel
(12/11/2012) reported that JA (JA
Group, its business conglomerate) has
less to do with protecting farmers
from international competition and
more to do with protecting its own
interests, namely, its insurance
cooperative financial business, which
Is JA’s top profit earner.
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B PM Abe's team is preparing a new growth
strategy for the economy that is likely to
contain TPP as a major element

B But it is not likely to be ready that soon

B The growth strategy also must contain bold
measures to modernize the dying agricultural
sector through deregulation, farmland
consolidation, and allowing corporations to
enter into the agricultural business

B . S
lltimately, the Decision on TPP

| s in the Hands of Abe

The LDP began deliberations in early Feb. on
whether to join TPP and has already handed over
to the Prime Minister its conditions that include
exemptions for certain products

But more than half the LDP members of the Diet
have formed a league opposing TPP

LDP Policy Research Chairman Sanae Takaichi has
been trying to ease party tensions and avoid a split
like the one the DPJ experienced

She told reporters: “Whether to participate in the
TPP is ultimately a government decision. It will
not be determined by whether the party is in favor
or opposed.”
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Cabinet Office simulation: GDP will
rise by 0.48 to 0.65%

Economist Kenichi Kawasaki:
Economy will be boosted by .8% of 4

trillion yen

Asian Development Bank: GDP will
rise by 1%

Peter A. Petri and Michael G.

Plummer: TPP would push up GDP by
2%
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Japan Economic Foundation

Japan Economic Foundation (JEF)

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 commemorated its 30" anniversary in 2011,
With this goal in mind, JEF engages in a broad range of activities; it provides information
about Japan and arranges venues 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.

URL: www.jef.or.jp
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INSTITUTE

Cato Institute

The Cato Institute is a public policy research organization — a think tank — dedicated
to the principles of individual liberty, limited government, free markets and peace. Its
scholars and analysts conduct independent, nonpartisan research on a wide range of
policy issues.

Founded in 1977, Cato owes its name to Cato’s Letters, a series of essays published in
18th- century England that presented a vision of society free from excessive
government power. Those essays inspired the architects of the American Revolution.
And the simple, timeless principles of that revolution — individual liberty, limited
government, and free markets — turn out to be even more powerful in today’s world
of global markets and unprecedented access to information than Jefferson or Madison
could have imagined. Social and economic freedom is not just the best policy for a

free people, it is the indispensable framework for the future.

How Cato Is Funded

In order to maintain its independence, the Cato Institute accepts no government
funding. Cato receives approximately 80 percent of its funding through tax-deductible
contributions from individuals, with the remainder of its support coming from

foundations, corporations, and the sale of books and publications.

Cato’s Resources & Outreach

In an era of sound bites and partisanship, Cato remains dedicated to providing clear,
thoughtful, and independent analysis on vital public policy issues. Using all means
possible — from blogs, Web features, op-eds and TV appearances, to conferences,
research reports, speaking engagements, and books — Cato works vigorously to

present citizens with incisive and understandable analysis.
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TEL : +81(0)3 5565 4824 FAX: +81(0)3 5565 4828

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

Y. BlE EKHEY i fif— (email: shinichi-saito@jef.or.jp)
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Cato Institute (Cato)
fEFT : 1000 Massachusetts Avenue, N.W. Washington, D.C. 2001-5403, U.S.A.

TEL: +1-(202)-0200 Main FAX : +1-(202)-842-3490
URL : http://www.cato.org/
8% . Daniel Ikenson, Director, Herbert A. Stiefel Center for Trade Policy Studies

(email:dikenson@cato.org)
Inu Barbee, Research Assistant, Herbert A. Stiefel Center for Trade Policy Studies

(email: ibarbee@cato.org)
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