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3. Keynote Papers

Session I : “The Current Situation and Challenge of
East Asian Environmental and Energy Problems”

HIRONO Ryokichi
Professor Emeritus, Seikei University

IS ASIA’'S RAPID ECONOMIC
GROWTH SUSTAINABLE ?

Japan-East Asia Dialogue on Cooperation in
Energy and Environment

At
International House, Tokyo

Ryokichi Hirono
Professor Emeritus
Seikei University
10 June, 2008

CONTENTS

1. Remarkable Economic Achievements in Asian
Countries during the Past Few Decades

2. Emerging Threats to Sustainability
1) Economic/Energy
2) Social
3) Environmental
3. Some Suggestions on National and Regional

Policies to deal with these Threats to
Sustainability




1. REMARKABLE
ECONOMIC
ACHIEVEMENTS IN
ASIAN COUTNRIES

1A. Remarkable Economic
Achievements, 1960-2009

1960-70 70-80 80-90 90-00 2000-06 08 09
Dvlping 52 5.8 3.4 3.6 5.7

EAP 6.2 7.2 8.0 7.2 86 6.4 56
China 3.7 5.5 9.5 10.3 98 11.210.8
Malaysia 8.4 5.1 7.0 51 58 55
SA 4.7 3.0 5.6 5.6 6.9 5.8 na.
India 4.6 2.7 5.4 6.0 74 85 84
Japan 8.9 6.8 4.1 1.3 16 16 18
USA 2.2 25 3.2 3.4 28 20 22
UK* 2.7 2.3 2.7 25 24 19 20
Germany* 6.6 2.2 2.2 15 0.9
World 4.9 3.4 3.2 2.6 30 24 28

Sources: World Bank, WDR 1972, 1982, 1992, 2002 & 2008 ; UNCTAD, TDR 2007;
PECC, State of the Region 2007-2008; OECD, Economic Outlook 82, 2008.

Note: Figures for U.K. and Germany n 2008 and 2009 are for the EU’s average.

1B. Country and Regional Shares
of the World GDP

1950 1960 1970 1980 1990 2000 2006
Dvlping14.0 16.0 18.0 18.0 17.0 20.9 24.2

EAP 4.0 4.2 4.8 6.2 7.0 7.4 7.5
China 1.3 19 1.7 25 25 35 5.5
Malaysia n.a. 0.09 0.06 0.2 0.2 0.3 0.3

SA 1.8 1.9 2.0 19 2.0 2.2 2.4
India 1.2 13 0.8 14 15 15 19

Japan 1.2 17 2.7 9.9 16.3 14.9 9.0
France 3.4 24 21 5.6 5.7 4.1 4.6
Germany3.5 2.9 25 7.1 7.3 6.0 6.0
UK 3.6 2.9 1.7 4.5 4.8 45 49

USA 43.7 204 13.3 24.7 28.2 315 27.4
ROW 9.6 12.4 12.2 11.8 10.0 18.1 23.9
World * 1,100 2,472 7,328 10,674 19,328 30,971 48,245
Source: World Bank, ibid;

Note: * US Billion $.




1C. Benefits of Economic Growth,
1975-2005

EAP SA SSA
1975 2005 1975 2005 1975 2005
Per Capita GDP(US$) 224 2,119 214 800 205 845
GCF (%GDP) n.a. 34.0 n.a. 28.0 n.a. 20.0
China,India & Sierra Leone35.0* 39.0 17.0* 33.0 14.0* 15.0
Malaysia & Pakistan 24.0* 23.0 13.0* 17.0
FER (% Imports)**

China & India 124 160 1.02 1.30
Malaysia & Taiwan 0.61 0.67 (1.39 1.23)
Life Expectancy 60.5 704 501 632 458 49.1

Adult Literacy Rate 64.7 90.7 491 609 344 593
Access to DRWater+ 72 79 72 85 48 56

Access to Internet++ ins. 106 0 29 ins. 26
Sources: World Bank, WDR 1972, 1977 & 2007 ; UNDP, HDR 2000 &
2007/08.

Notes: * for 1970; ** for 2005 & 2007; + for 1990 and 2004; ++ Per 1,000.

2.

POSSIBLE THREATS
TO SUSTAINABILITY
IN ASIA

2.A Perceived Risks to Economic
Growth in Asia

Low Moderate Serious  Very Ser.
High energy prices 12 (12) 28 (24) 42 (38) 18 (22)
Water pollution & shortage 28 (17) 35 (27) 30(37) 6(15)
Global warming 35(22) 29 (25) 26 (28) 10 (22)
Failure of the Doha Round 28 (22) 33(35) 24 (25) 12 (13)
Protectionism 26 (24) 38 (31) 29(34) 6( 8
Terrorists 21 (27) 33 (31) 26 (26) 8(11)
Sharp decline in asset markets 31 (22) 37 (39) 23(24) 6( 8)
Natural disaster 34 (30) 34 (32) 24 (24) 5(9)
Current account imbalance 30 (22) 38 (40) 21(22) 6(7)
Avian flu and other pandemics 33 (30) 32 (27) 17(20) 6(7)
Proliferation of preferential TAs 40 (22) 36 (39) 18(20) 4(5)

Source: PECC, State of the Region, 2007-08, Table 2, pp.45-46.

Notes: Respondents to the above survey taken in 2007 were: 107 businessmen, 68
government officials, 166 academics and researchers, 14 media persons, 5
civil society representatives and 22 others. Of these 382 respondents, 228 are
from Asia. Figures are for the next 1-2 years, whereas those in brackets for 3-
5 years or longer.
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2.1A Possible Threats
to Economic Sustainability

a) High Dependence on Export-led
Industrialization,

b) High Dependence on Extra-Regional Trade in
the Age of Regional Free Trade and
Cooperation regimes in North America and
Europe,

c) High Dependence on Short- and Medium-term
Foreign Capital Inflow into the Region,

d) High Dependence on Natural Resources and |n
Particular on Energy Resources.

2.1B Risks of Economic Growth under
Globalization, 1975-2005

EAP SA SSA
1975 2005 1975 2005 1975 2005
Exports(% GDP)* 34 66 10 23 27 33
China, India & Sierra Leone 19 37 7 21 22 24
Malaysia & Pakistan 75 123 16 15
Net FC inflows (%GDP)* 2.5 5.4 0.3 2.0 0.7 4.1
China, India & Sierra Leone 2.3 4.6 0.6 2.3 5.6 4.9
Malaysia & Pakistan 11 1.4 0.4 33
Electricity cons. per capita (kwh)** 253 1,599 132 628 463 478
ASEAN Exports to: 1980 1990 2000 2006
Asean 17.3 19.0 23.0 24.9
Japan/China/ROK 315 24.0 21.0 22.8
USA 16.3 19.4 19.0 14.1
EU 12.5 15.6 14.5 12.9
Others 21.9 22.0 22.6 25.3
Sources: World Bank, UNDP, op.cit. and ASEAN-Japan Centre, ASEAN-Japan Statistical
Pocketbook 2007.
Notes: * Figures are for 1990 and 2005; ** For 1980 and 2004. 10

2.1C Foreign Dependence of Asian
Countries, 2006

A B C
Singapore 205.6 81 15.2
Malaysia 107.8 75 2.7
Vietnam 65.0 53 3.2
Thailand 63.3 77 2.2
Cambodia 52.4 97 5.3
Philippines 40.2 89 1.0
ROK 36.7 91 0.5
China 36.3 92 3.0
Indonesia 28.5 a7 1.4
Japan 14.9 92 0.07
India 13.3 70 0.7
Dvlping 31.1 64 2.4
HICs 23.1 78 1.9

Source: UNDP, HDR 2007/8; World Bank, WDR2008
Notes: A - Export as % of GDP; B — Manufactured exports as $ of
merchandise exports; C — Foreign direct investment as % of GDP. u
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2.1D Intra-Regional Trade as % of Total

Exports, 1980-2006

ASEAN

1980 2006
Brunei 12.7 26.1
Cambodia 76.2* 6.7
Indonesia 12.6 20.0
Laos 17.2 55.2
Malaysia 227 26.1
Myanmar 27.3 547
Philippines 6.7 173
Singapore 23.0 30.8
Thailand 17.8 20.8
Vietnam 124 13.0
China 6.6 7.4
Japan 104 118
ROK n.a. n.a.

China
1980 2006
n.a. 3.0
n.a. 0.4
n.a. 7.6
n.a. 4.1
1.7 7.2
1.2 53
0.8 9.8
1.6 9.7
1.9 9.0
n.a 57
3.9 14.3
n.a. n.a.

ROK
1980 2006
n.a. 13.3
n.a. 0.1
1.3 7.7
ins. 0.2
2.0 3.6
0.2 1.5
35 3.0
1.5 3.2
0.8 2.0
2.6 2.0
n.a. 4.6
4.1 7.8
n.a n.a.

Japan
1980 2006
709 31.2

7.1 1.0
40.3 19.1
23.0 1.0
22.8 8.9

9.9 5.2
26.6 16.5

8.1 55
151 127
26.0 123
22.2 9.5
n.a. n.a.

Source: ASEAN-Japan Centre, ASEAN-Japan Statistical Pocketbook 2007.
Note: * Figures are for 1990.

12

2.1E. Impact of U.S. Sub-Prime Mortgage Crisis
on Asian Economies*

2007
A
Asian NIEs 55
Hong Kong 6.3
ROK 4.9
Singapore 7.7
Taiwan 5.7
ASEAN 4 6.0
Indonesia 6.3
Malaysia 6.3
Philippines 7.3
Thailand 4.8
China 11.4
India 8.7

4.9
55
4.9
6.4
4.0
5.6
6.2
54
5.3
4.8
10.1
8.7

2008
Cc

2.7
3.7
3.1
2.0
14
4.2
4.9
3.4
4.4
3.5
8.3
7.9

A

1.7
3.0
2.2
0.3
0.3
3.2
4.2
17
3.6
25
7.4
7.3

Source: NRI, Nomura Fund 21, Table 5, p.7.
Note: * Annual average growth rate of GDP; A growth scenario, B mild

recession scenario; and C deep recession scenario.

B

5.0
4.8
5.0
5.2
4.9
53
55
5.2
5.6
5.0
8.7
9.1

2009
C

3.8
4.4
3.8
4.5
3.1
4.8
5.2
4.2
4.8
4.4
8.5
8.4

21
3.7
24
23
0.4
4.0
4.9
3.3
3.6
3.3
7.9
7.4
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2.1F Energy Consumption by Country,
1960-2030

BTU(1000Trillion)
@
=)

8

Y
=)

I
S

)
=]

0

1990 2002 2003 2010 2015 2020 2025 2030

—+-uUsa
- Canada

EU
= Russia
~#-China
— AIndia

HIF: R EIRLF— IR (2007) &
1T IGES R

Japan

14

12




2.1G World Primary Energy Supply by
Source, 1973-2005

1973 1990 2005
World(A) A Dvlping (B) A B
Primary energy sources*6,034 8,758 n.a. 11,434 n.a.
Coal (%) 24.8 25.3 30.3 253 325
Qil 45.0 36.8 305 35.0 31.0
Natural gas 16.2 19.1 94 207 14.1
Nuclear 0.9 6.0 0.8 6.3 14
Hydro/solar/wind/geothermal 2.5 2.7 2.6 2.9

Bimass and waste 13.0** 10.3 26.3 10.0 18.0

Sources: UNDP, HDR 2007/8;IEA. World Energy Statistics 2004
Notes: * Million tons of oil equivalent.

** covers all the renewable sources of energy. 15

2.1H Primary Energy Supply in Asia by
Source, 2005

A* Coal Qil NG HSWG Bio Nuclear
China 1,717.2 63.3 185 23 20 13.0 0.8
India 537.3 38.7 23.9 54 1.7 29.4 0.8
Japan 5305 21.1 474 133 20 1.2 15.0
ROK 2138 23.1 450 128 0.2 1.0 17.9

Indonesia 1795 142 36.6 17.1 3.7 285 0.0
Australia 1220 445 311 189 12 4.3 0.0
Thailand 100.0 11.2 455 259 05 16,5 0.0
Malaysia 61.3 96 433 418 0.8 45 0.0
Vietnam 51.3 15.8 244 96 3.6 46.7 0.0
Philippines 447 136 354 5.9 20.7 244 0.0
Singapore 30.1 na. 803 197 0.0 0.0 0.0
New Zealand 16.9 11.8 40.3 189 2338 51 0.0
SA (%) 8189 26.1 283 179 17 253 0.6

EAP,2020(%)4,570.0 40 38 13 3.1 1.1 54
Sources: UNDP, HDR 2007/8 and JIEE, Energy Demand/Supply Forecast 2007.

Notes: * Primary energy supply in million tons of oil equivalent. ~ HSWG stands for hydro/solar/wind and geotherrﬂgl
power, while Bio for biomass and waste

2.11 Energy Efficiency in Asian
Countries, 1990-2004

A B C D E
Philippines 5,137 677 68.8 7.9 -12.7
Japan 35,484 8,459 21.8 6.4 -14
India 3,452 618 77.6 5.5 37.1
Thailand 8,677 2,020 141.1 4.9 -14.0
Singapore 29,663 8,685 67.7 4.4 30.6
China 6,757 1,684 2124 4.4 108.6
ROK 22,029 7,710 178.3 4.2 -6.3
Vietnam 3,071 560 324.4 4.2 26.5
Malaysia 10,882 3,196 129.6 4.1 -5.1
Indonesia 3,843 476 75.0 4.1 -0.1

Source; UNDP, HDR 2007/8

Notes: A — GDP per capita in 2005 (2005PPPUSS$); B — Electricity consumption per capitlg7
2004; C - % change in 1990-2004; D — GDP(2000PPP US$) per kg of oil equivalent; E -
% chanae in 1990-2004
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2.2 Possible Threats to
Social Sustainability

a) Widening Income, Employment and Social
Service Disparities between Urban and Rural
Population, generating a sense of social
dissatisfaction and, if worst, social unrest; and

b) Social and Cultural Globalization accelerated by
the Rapid Pace of Economic Globalization,
generating a sense of frustration with the
possible loss of traditional values and national
Identity, and, if worst, accentuating a sense of
“narrow” or “anti-foreign” nationalism.

18

2.2A Risks of Economic Growth under
Globalization, 1975-2005
EAP SA SSA

1975 2005 1975 2005 1975 2005
Poverty (below $2/day)*52.6 34.9 86.2 80.4 74.5 745

Gini Index+ 40.3 469 37.8 36.8 62.9 62.9
Urbanization(%) 204 419 21.2 299 212 343
HIV/AIDS (%) 02 02 na 07 9.0 538

Per Capita CO2 (tons) 1.1 35 08 13 07 1.0

Source: World Bank and UNDP, op.cit.
Notes: * Figures are for 1983-2000 and 1990-2005, with China
representing EAP, India SA and Sierra Leone SSA.
+ Figures are for 1998 and 2004 for China, 1997 and 2004-05 for

India and 1989 for Sierra Leone.
19

2.2B Poverty in Asia, 2005
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2.2C Confidence of Asian People
in Governance Institutions, 2000

Army Police Courts Parliament Party Median

China 95 77 72 86 94 85
Taiwan 58 45 41 20 16 36
Thailand 76 55 60 54 47 58
Mongolia 67 48 47 61 42 53

Hong Kong 63 n.a. 69 52 22 52
Philippines 54 47 50 44 35 46

ROK 59 50 51 15 15 38
Japan 48 48 61 13 9 36

East Asia 65 53 56 43 35 50

Africa 53 45 47 42 46 47

LACs 26 29 20 16 11 21

Source: IDEA(2005), Ten Years of Supporting Democracy Worldwide, Table 5.1, pp.

63-64. 21

2.3 On-going and Possible Threats to
Environmental Sustainability

a) A Steady Population Increase and Growing
Urbanization in most of the developing countries;

b) Rapid Economic Growth, Export-led and Energy- and
other Resources-intensive Industrialization, and
Waste-intensive Lifestyles, contributing to Climate
Change dramatically in recent decades;

c) Under Globalization, a High Incidence of Poverty
particularly in Rural Areas due to a Limited Access to
Irrigated Water and Fertile Farmland and in Fishing
Villages due to Reduction and Depletion of Fish Stock
in the Nearby Sea; and

d) Soil Degradation due to Repeated Intake of Chemical

Fertilizers and Pesticides.
22

2.3A Population Expansion, 1950-2050
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2.3Ba Risks of Economic Growth under

Globalization,1995 &2025

1995(A) 2025(B)
Water consumption
Household Use(Billion m3) 354 645
Asia 160 343
Industrial Use 714 1,105
Asia 184 409
Irrigation 2,504 3,162
Asia 1,741 2,245
Deforestation, 1990-2005 World Dvilped Dviping EAP SA
1000 km2 -1,253 68 -1,382 -76 13
Change (%) 0.2 01 -0.4 -0.1 0.1
CO2 Emission(Million mt.)
1990 11,205 6,831 3,414 991
2004 13,319 12,303 6,682 1,955
% of World Total (%)
1990 494 30.1 15.0 4.4
2004 46.0 425 23.1 6.7
CO2 Emission per GDP (kt. per million 2000PPPUS$)
1990 0.54 0.64 0.90 0.49
2004 11.5 24 35 13

SSA
-550
-0.6

455
663

2.0
2.3

1.0
0.57

B/IA

1,088
1,423

4.8
4.9

2.5
0.36

Sources: MCLT, Water Resources of Japan, 2004 Edition; and UNDP, HDR 2007/08.
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2.3Bb Risks of Economic Growth under

Hazardous wastes*

China
India
Indonesia
Malaysia

Desertification+
Asia
Africa
LACs
Europe
NA
Oceania
All

Globalization,1995 &2025

Overgrazing

197.3
243.1
67.9
50.0
37.9
82.5

678.7

1993
50,000
39,000
5,000
377 400
Deforestation
297.8
66.8
100.0
83.8
17.9
12.3
578.6

2000 2010
130,000 250,000
82,000 156,000
12,000 23,000
1,750
Agriculture Mining
204.3 46.1
121.4 62.7
63.5 12.0
63.9 0.5
90.5 115
8,0 0.1
551.6 132.8

Industry
1.4
0.2
0.0

20.6
0.4
0.0

22.7

Sources: UNESCAP, State of the Environment in Asia and the Pacific, 2000; Secretariat of the Base

Convention, The Country Facts Sheets; MOE, White Paper on Recycling Society 2005

Notes: * 1,000 tons; + Million hectares.
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2.3C Environmental Impact of Agricultural

Cambodia
China
India
Indonesia
Japan
ROK

Lao, PDR
Malaysia
Philippines
Thailand
Vietnam

A
1.3
-1.7
-0.4
1.6
0.0
0.1
0.5
0.4
2.2
0.6
-2.5

Production in Asia

B

98
68
86
91
62
48
50
62
74
95
68

Source: World Bank, WDR 2008.

Notes: A — Average annual deforestation as % of total for 1990-2005; B — Annual freshwater
withdrawals for agriculture as % of total in 2002; C — Irrigated land as % of arable
land and permanent cropland, 2001-03; D — Fertilizer use as shown by kg of nutrients

C

7.0
47.5
32.7
12.7
54.7
47.1
17.2

4.8
145
26.6
33.9

per hectare of arable and permanent cropland, 2003-05.

D
3
395
107
62
364
389
n.a.
203
84
113
245

26
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2.3D Freshwater Stress, 1995-2025

27

2.3E Net Change in Forest ( 2000 ~2005 )

Dec. 0.5% and over per annum . . . . .
Deforestation conspicuous in Indonesia, Cambodia,

Rise 0.5% and over per annum Myanmar, DPRK and
Mongolia

0.5%
28

A RS R RS G (EER RN, 2005 )

2.3F. Impact of Climate Change,
215t Century, 2.4~6.4.C

@ Increase in Drought, causing Shortage of Fresh Water and in
particular Drinking Water,

@ Decline in Crop Production and Farm Productivity,
® Increase in Forest Fire,

® Increase in Human Casualties and Physical Damages due to
Storms and Floods.

@ Ecological Changes due to Weakened Ocean Under-Currents,

® Widespread Disappearance of Beaches and Coastal Swamps and
Partial Loss of Small Island Developing Countries (SIDCs) under
Rising Sea Level due to Melting Icebergs,

® Higher Risks of Tropical and Infectious Diseases in Temperate
Zones, and

@ Increase of Biodiversity Loss
Source: IPCC, The 4™ Report, 2007.

29
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3

NATIONAL and REGIONAL

POLICIES TO DEAL WITH

THE THREATS TO
SUSTAINABILITY

IN ASIA

30

d)

3.1 Mainstreaming Economic/Energy
Sustainability in National Government
Policies

Ensuring Macro-economic Stability through Sound Monetary
and Fiscal Policies;

Poverty Reduction through Reorienting Investment into
Agriculture and for Productivity Increase and Employment
Expansion in Growth Sectors;

Improving Resources and Energy Conservation and Efficiency
and Increasing use of Renewable Energy through Domestic
Deregulation and Scientific and Technological Innovations;
and

Empowerment of People through Basic Education and Health
for All.

31

3.2 Mainstreaming Social Sustainability

a)

b)

c)

d)

in National and Local Government
Policies

Achieving Social Stability through Equitable Distribution of
Income and Wealth among People and between Urban and Rural

Areas;

Strengthening Government Capacity to Ensure Effective
Implementation of Sustainable Development Policies at the
National and Local Levels;

Promoting Decentralization of Authority to Ensure Effective
Participation of All Groups of Stakeholders in National and Local
Decision-making Processes, with a view to installing

Government of the People, by the People and for the People;
and

Reinforcing Economic, Social and Political Environments under

which Human Dignity and Human Rights are fully Respected and

under which the Public has a Deep Confidence in their own
Governance Institutions. 32
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3.3 Mainstreaming Environmental
Sustainability in All Government
Policies

a) Mainstreaming Environmental Conservation & Protection
including Climate Change Concerns in All Development
Policies at the National, Local and Corporate Levels;

b) Strengthening Government Capacity at National and Local
Levels to Effectively Implement Environmentally Sustainable
Development Policies and Legislation;

c) Integrating Education for Sustainable Development (ESD) at
all Levels of Formal and Informal Education including
Community and Corporate Education, with a view to
Enhancing Environmental Awareness and Capability among
all Stakeholders; and

d) Promoting Partnership with All Stakeholders and in particular
Corporations in Research and Development of
Environmentally Sustainable Technology and Enhancing the
Professional Capacity of Environmental Experts with Inter- 33
disciplinary Approach to Sustainability.

3.3A Business Enterprises with ISO
14,000 Certificates, 1999-2005

Japan China ROK Indonesia India

1999 2,773 85/50* 463 53 117
2002 8,169 1,085 880 n.a. n.a.
2005 18,104 9,220 2,610 369 1,500

Source: Forum on Global Environment, Environmental
Data 2000/2001 and
2005/2006.(http://www.ecology.or.jp/isoworld)

Note: * Mainland China/ Hong Kong.

34

3.4A Perceived Impediments and
Challenges Facing Regional Economic

Cooperation in Asia
A(%) B(%) Total(%)

Uncertain legal environments 36 25 61
Poor intellectual property rights protection 41 20 61
Poor corporate governance 39 20 59
Lack of physical infrastructure 37 18 55
Barriers to investment 34 13 47
Security and political concerns 29 17 46
Lack of mutual recognition of standards 34 12 46
Proliferation of bilateral PTAs 33 9 42
Restrictions on the movement of capital 32 9 41

Restrictions on the movement of labour 27 10 37
Source: PECC, op. cit., Table 5, p.49.

Note: A — Significant impediments; B — Very significant impediments. 35
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3.4B Top Five Policy Priorities for APEC
Leaders to Discuss Now

2006* 2007
WTO Doha Round 12%
Free Trade Area of the Asia-Pacific 11
Energy Security 9
Strengthening the APEC Organization 9
Climate Change 8

Source: PECC, ibid., Table 9, p. 54.

Note: * Tariff reduction, Counter-terrorism. Investment in
physical infrastructure, Preparing for disease
pandemics, Reducing corruption and increasing
transparency.

36

3.5 Promoting Regional Cooperation for
Enhancing Sustainability in Asia

a) Implementing the Cebu Declaration on East Asian Energy
Security agreed at the Second EAS in January, 2007, the Joint
Ministerial Statement of the First EAS Energy Ministers
Meeting in August, 2007 and the Singapore Declaration on
Climate Change, Energy and Environment at the Third EAS in
November, 2007,

@ Commitment to common goal of stabilizing atmospheric
GHGs by emphasizing both mitigation (halving the global

GHG emission by 2050) and adaptation;

@Participation in the post-Kyoto (2013~) consensus-building
process for decision at COP15 in Denmark in 2009 on the
basis of the Principle of Common but Differentiated
Responsibilities and Capabilities); 37
@Setting in 2009 national energy efficiency target, based on

the Cebu Declaration, of improving 20 % above the current
level by 2020;

@Implementing the collective goal of reforestation of 15
million hectares by 2020;

b) Promoting further cooperation in Economic, Energy, Environment,
Social and National Security areas to:

i) Turn Asian economic growth sound and sustainable,

@ through Chiang Mai Initiative, and

@ multilateralizing the bilateral Economic Partnership
Agreements with ASEAN countries;

ii) Promote energy conservation, efficiency and security,

@ through the formulation of an East Asian Common Energy
Policy covering all aspect of energy exploration, development,
consumption, conservation, efficiency and security including
energy pricing policies reflecting the environmental cost;

@ implementing Kuala Lumpur Declaration that recommend
among others further action on existing energy conservation 38
efforts such as energy audits and inspections, minimum energy
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consumption efficiency standards for common household
electric and electronic appliances, public education on energy
conservation and efficiency, energy-efficiency labelling
programmes, joint development and transfer of energy
conservation technology and know-how;

@ through joint Investigation into the possibility of establishing
Asian Strategic Stockpiling Scheme for Qil for emergency;

@ organizing a unified regional market for oil and natural gas;
@ through joint exploration for oil and natural gas reserves in
the seabed both inside and outside the region; and

@ through the extension of the Trans ASEAN Gas Pipeline and
the ASEAN Power Grid to all member countries;

iii) arrest environmental degradation, e.g.,

@ Southeast Asian Disaster Relief Centre to provide
humanitarian assistance and handle environmental disasters;
@ regional agreements to address trans-boundary environment
problems of air, river and marine pollution;

39

@ joint academic research for environmental protection,

@ promoting UNU-led RCEs for reinforcing ESD,

@ China-Japan Environmental Protection Centre as one of
the effective platforms for promoting environmental protection
in the region;

@ Japan-led Asian Partnership Programme for Environmental

Experts Development; and
@ through effective implementation of the Bali Action Plan;

iv) Stabilizing climate change through GHG emission mitigation and

adaptation measures,
@ given the scarcity and rising prices of fossil fuel and other
natural resources, the mitigation of GHG emission through
improving energy efficiency and the promotion of clean
renewable energy sources should be given a top priority in
formulating regional cooperation in climate change ;

40

@ given the adverse impact of climate change on the sea level
and other ecological conditions and their consequences on the
habitat particularly of the poor in the region, mainstreaming
adaptation measures into national and regional development
plans should also be given a top priority not only by way of
removing institutional, informational and participation barriers
in each country but establishing a regional adaptation fund
collected by levy on carbon-intensive products and services;
@ utmost efforts be made by all stakeholders to maximize
co-developmental benefits of climate policies. Exploiting the
potentials of the Clean Development Mechanisms (CDM) and
enhancing the efficiency of its approval process are crucial as
well as sound material recycling;

@ to facilitate mitigation, quantitative targets of carbon
intensity at the regional level could be introduced based on a
thorough analysis of the past trend and future projections of
GHG emission;

41
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® The scope of CDM may be expanded for regional projects
under non-UNFCCC regime, if accompanied by significant
technology components and effective enforcement mechanism
for reducing GHG emission;

@ Japan-initiated sectoral approach for climate change
mitigation, if carefully designed and managed transparently by
specifically assigned independent body, can be an effective
means with equity to all participants to achieve either nationally,
regionally or globally agreed quantitative targets for GHG
emission reduction;

@ Joint R&D efforts by both exporters and importers of
environmentally friendly technologies would facilitate
technology transfer, if coupled with a flexible IPR regime
providing green subsidies or preferential tax treatment.

v) promote education, health and people movement, e.g., APT
ministerial consensus; and vi) enhance mutual trust and
confidence building among people, e.g., ARF statements.

42
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Energy Security:Cooperation, Efficiency and the Environment

Introduction: An Interlocking Triangle of Issues

The world is facing a crisis energy that combines spiralling demand, insecurity of supply, and peak
prices. This has bred a sense of insecurity that seeks reassurances for reliable, and reasonably priced
sources of energy. With demand increasing, a major challenge for developing countries is to satisfy
the increasing energy demand in a way that will not absorb excessive amounts of investment, which
would ‘divert funds from other worthy development goals’.! Yet the key aspects in energy security

are not only about price and assured supply.

Energy security must be understood today to be fundamentally connected to two additional issues:
economic growth and climate change. Energy security, climate change and economic growth are
today three corners of a single triangle of issues. To seek to solely address any one corner of the
triangle will be detrimental to one or both of the other two. These three factors influence each other,
both directly and indirectly, and both immediately but also and especially for the medium to long

term future.

Without sufficient supplies of energy, economic growth cannot be sustained within the existing
paradigms of development and industrialization, as seen in the history of the developed world. Yet
the supply of energy from traditional sources and economic growth and development within these
historical paradigms can undermine the environmental foundations of society and economy. Such
environmental impacts of energy include local and national scale effect, such as groundwater and air
contamination, ecosystem destruction, and even more global scale impacts on climate change and
greenhouse gas emissions which will have long-term implications for the very basis of society,

progress and security .2

While the issues of energy security, economic growth and environment/ climate change are global
and not confined to Asia, there is particular relevance to our region. Asians will face particular
challenges from this triangle of issues. The region is growing rapidly. With so many people in the
region, and so many still below the poverty line, this economic growth (with equity) is not an option
but a necessity. Energy is needed. The surge in world energy needs is being driven by Asia, and
especially the growing giants of China and India, but also the still growing needs of the developed
Asian states especially Japan and South Korea.3 This thirst for energy will not dissipate, if historical
patterns are any indication of the future. Yet the energy to drive that economic growth is not assured.
Insecurities for energy are felt in Asia, with all the major economies being dependent on imported
sources of energy, and especially oil imports from the Middle East (to a larger degree than, say, the
USA).
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The International Energy Agency (IEA) predicted that through the year 2010, global energy use will
rise 2.1 per cent annually, with East Asian countries’ energy use growing more than 4 per cent.*
Most of Asia, moreover, is short of the traditional energy resources of oil and gas and heavily and
increasingly reliant on imports from outside the region, and often from states that may face
instability. Some Asian countries like India and China have considerable resources of coal, but these
are of particular concern for their impact on climate change and the environment. As such, Asia’s
growth and insecurity in energy may well drive global trends and prices for oil and gas, and might

augur ill for efforts to address climate change.

For China and India, one option to ease this import reliance is to turn to domestic sources of coal.
Yet, while this meets energy needs, generating energy from coal will be highly pollutive at the local
level, and much more carbon intensive at the global level and thus hasten climate change. What

happens in Asia will affect the future of climate change profoundly.

How can and should states address questions of energy security within this triangle of issues?

This paper will examine climate change and security for Asia in this context. It argues, in this
introduction, that the context for understanding and responding to climate change must be within
the interlocking triangle of issue relating to energy-environment-economy. Secondly, I warn against
some of the immediate dangers and missteps that can arise from the sense of insecurity. As Asian
states start to better recognize the challenges, there will be a rush to purported solutions, some of
which may, I suggest, actually exacerbate the problems — like increasing competition and conflict for
oil and gas, and some dangers from the pursuit of nuclear energy and some types of biofuels. It also
outlines some policy approaches that consider cooperation instead of competition between states;
energy efficiency in managing demand, rather than increasing supply of energy; and give equal
priority to environmental protection and the avoidance of climate change impacts.

Lastly, I examine that agenda in ASEAN and Asia, which has received only limited attention to date.
Most of Asia — as most are developing economies — have sought to avoid deeper engagement and
any obligations under a climate change regime, and I suggest that this will need to change in the
future for both their benefit and to effectively respond to climate change. In so doing, it seeks to
point out missteps that some states can and may be taking in their anxiety over energy security, that
may — in the medium to longer term — create more and more substantial insecurities for their

continued growth and survival.

Cooperation versus Competition for Energy

Vulnerability and insecurities drive attention, urgency and action and promise additional resources.
This is often the underlining desire of those who propose that an issue be “securitized”. Yet
insecurity can drive us to act imprudently and in the wrong directions. So, as our recognition of
insecurity over climate change and energy is growing, we must avoid several policy mistakes that

would seem to enhance security, and yet may in reality undermine security further.
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There are signs that ‘energy nationalism’ is rising in Asia and becoming the predominant mentality
in addressing the issue. There is ostensible cooperation amongst the states to put regional energy
supplies under control in terms of a closer integration between energy and strategic relations.® In
spite of institutional attempt by the Asia-Pacific Economic Cooperation (APEC) forum to regulate
emergency oil stockpiling in the area, and by the Three-Party Committee, including China, Japan
and South Korea that came up with official discussions, “energy nationalism” or “resource

nationalism” seems to be ascendant and to undercut cooperation in reality.®

Nationalist concerns over securing energy resources are quite understandable. The vast majority of
countries in Asia faces growing energy demand and lacks the resources within their own borders to
meet that demand. This is especially the case with China and India. They have nearly 37 per cent of
the world’s population and these are mostly rural and poor. The two countries are undergoing
economic reform and the pattern of large coal usage for electricity generation will likely to take place
in the next few decades; these states will continue to create transnational and international

environmental problems in future.”

In particular, rising competition for traditional energy resources of oil and gas is one of the
important challenges we face. With the growing demand for energy, and the increased uncertainties
and insecurities of supply, there is a notable rise in global competition for access to and supply of oil

and has, on preferential terms in either price and/ or assurance of future supply.

There are many analysts and strategists, especially in China and Japan, who view oil and gas as
strategic goods, and view energy competition as a zero-sum game that states must play for high
stakes. China has led the way in increasing its hold in the oil markets, with Japan, and India

following closely.

Part of the rising competition is commercially based, in the acquisition of companies, or preferred
contracts. Another part of the competition is directly about territory and exploration for oil. For
example, China since 2005 has completed at least one new drilling platform in the East China Sea. It
is thought to be tapping into hotly contested natural gas and oil fields, escalating a dispute with

Japan over the rights to billions of dollars worth of underwater energy reserves.

Both China and Japan, with South Korea and India, also are competing to court Russia in the hopes
of securing an advantageous route for a new trans-Siberian pipeline to the Pacific. Similarly, the
competition for influence between China and Japan in Southeast Asia is related not only to the broad

questions of political influence but to questions about energy.

National competition over oil and gas is of course not new. They have often colored geo-politics in
the past and, to some of his critics, driven the Middle East and Iraqi policies of US President Bush.
But what is notable about the competition in Asia and especially between China and Japan over oil
and gas is that this builds on a flawed foundation of history and territorial claims, to create what we

may term, “resource nationalism”. Given this, oil exploration in disputed territories such as in the
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East China Sea has drawn attention and can potentially serve as flash points for heightened

nationalism and conflict.

The above said is not intended to blame China or any other state for the competition and possible
points of tension and conflict. Rather, it is to point to a conundrum in this competitive, zero sum
approach to energy security: one state’s efforts to secure itself may unintentionally bring
competition and conflict with one or more other states, and therefore substitute energy insecurity

with other types of insecurity.

Dealing with energy-associated environmental and social issues will need more active cooperation
between industrialized countries and developing countries; developing countries do not have strong
voice in global environmental issues. Thus, more effort should be voluntarily made by industrialize

countries to share and cooperate for more positive prospects (Munasinghe,1996)

Intra-Asian cooperation must also be given priority, despite the tensions and rivalries. In this respect,
ASEAN can and should play a leading role. ASEAN should first go ahead with its own intra-
ASEAN energy grid and demonstrate the benefits of cross-border cooperation. Many proposals have
been suggested in recent years to enhance regional cooperation, often involving joint investments
outside the region or joint development of infrastructure such as pipelines, ports, and processing
facilities.® As the intra-ASEAN cooperation on energy comes to be realized, the principles and
examples of cooperation can be shared with Northeast Asia. Involving ASEAN in this way may help

soften some of the tensions and rivalries among the states there.

The False Dawn of Biofuels

In the nexus of concerns with climate change and energy, an issue that has come to prominence is
that of biofuels. The term biofuels is broad, to include everything from re-using cooking oils to the
variety of food- and plant-derived supplements or substitutes for vehicles. Many of these were too
costly until the recent rise in oil prices and the growing concern with carbon based fuels and climate

change created the potential for a premium to be paid for substitute energy sources.

Among biofuels, 