Economic Research Institute
for ASEAN and East Asia

2019 Annual Report

April 2019-March 2020







Economic Research Institute
for ASEAN and East Asia







Content

06 Message from the President
11  Event Highlights
35  Office of the President
40 Research and Research-related Activities
71  Policy Design Department
81 Outreach and Dissemination
82 Communications Department
85 Publications
86 Seminars and Symposia

89 Capacity Building Programme

Annexes

94
9%

97

98

100
104
110
126
127
147
154

Annex A — Governing Board Members

Annex B — Academic Advisory Council Members
Annex C — Research Institutes Network

Annex D — Energy Research Institutes Network
Annex E — ERIA Officials, Researchers, and Associates
Annex F — Summit Statements

Annex G — Outreach Activities

Annex H — Seminars and Symposia

Annex | — Media Exposure

Annex J — Publications

Annex K — ERIA Capacity Building Activities



16

Member
Countries

ANNUAL REPORT 2019




Australia - Brunei Darussalam - Cambodia - China - India - Indonesia - Japan - Lao PDR
Malaysia - Myanmar - New Zealand - Philippines - Republic of Korea - Singapore -
Thailand - Viet Nam

ANNUAL REPORT 2019



Messpge
fromithe reS|dent

A




In fiscal year (FY) 2019 ERIA expanded the scope
of its activities to help chart the future direction of
ASEAN and East Asia.

A review of ERIA's deliverables for FY2019 reveals
that ERIA widely expanded its field of activities to
help clear the path for the economic integration
and development of East Asia. One such deliverable
is the '"ASEAN Vision 2040’ project. Based on its
cooperation with the Ministry of Foreign Affairs

of Thailand, ERIA provided a four-volume set of
publications on the prospects of ASEAN and East
Asia in 2040 from political-security, economic, and
socio-cultural perspectives. In it ERIA proposed a
message of collective leadership of the East Asia
region, which means ASEAN centrality, for it to
pbecome the institutional hub for regional integration
and economic and social development. The 34th
SEAN summit statement commended ASEAN Vision

In January 2020, ERIA was ranked 13th in the
international economic policy think tanks
category, and 11th in the Southeast Asia and
the Pacific category of the 2019 Global Go To

Think Tank Index Report

2040 and provided recommendations on how to
most effectively prepare ASEAN for the future, and in
particular for the Fourth Industrial Revolution.

As for economic research, ERIA, in collaboration
with the United Nations Conference on Trade and
Development (UNCTAD), launched a Non Tariff
Measures Database on the occasion of the ASEAN
Economic Ministers Meeting in September 2019.
ERIA collected and classified NTMs in the ten

ASEAN countries plus the six East Asia Countries.
Both organisations collected data on all regulations
from official documents including international
conventions adopted by countries. ERIA has

shared the raw or more detailed ASEAN data of the
NTMs database to ASEAN Member States (AMS) to
assist in developing their respective national trade
repositories. The Database aims to (i) collect, validate,
and store NTM data from official sources; (i) improve
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Message from the President

the general understanding of these measures and
their impact on world trade; and (iii) provide insights
on NTMs in 16 countries. ERIA also provided the East
Asia Summit Economic Ministers Meeting (EASEMM)
with Discussion Papers that identified three key
challenges to the further economic integration of
the region in the current period of global uncertainty,
as well as on innovation.

Another important field is energy-related issues.
About 30%—-40% of research projects undertaken

by ERIA relate to energy issues. In FY2019, ERIA
conducted various studies on energy policy based
on the EAS Mid-Term Energy Policy Research
Roadmap. First, projects related to the demand and
supply potential of Hydrogen Energy in East Asia.
Second, issues concerning the Biomass Supply Chain
for Power Generation. Third, the utilisation of Electric
Vehicles for CO2 reduction. Fourth, the social benefit
of clean coal technology. ERIA reported the progress
of each project to the EAS Energy Ministers Meeting
of October 2019. ERIA, together with the ministry

of energy in Thailand, hosted the 2nd East Asia
Energy Forum, which discussed future energy issues
in the ACMECS region. ERIA also developed the
Cambodia Basic Energy Plan in cooperation with the
government of Cambodia.

The scope of ERIA’s activities is continuously
expanding and deepening to tackle the key regional
issues. Based on the experts” network on population
ageing and long-term care, ERIA's Healthcare Unit
undertook several studies, participated in forums
and conferences, and organised several events. The
activities of the Healthcare Unit are implemented

in line with the Asia Health and Wellbeing Initiative
(AHWIN), which was launched by the Government
of Japan and aims to create vibrant and healthy
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societies where people can enjoy long and
productive lives. ERIA completed a longitudinal
survey of ageing and health in the Philippines

and Viet Nam and a report on the survey in the
Philippines was presented to the focal Secretaries

of the country. ERIA also hosed the AHWIN Forum
in October 2019 to discuss the important elements
in the approach to population ageing in Asia. In the
area of the environment, ERIA conducted several
studies on waste management as well as the issue
of marine plastic debris in the region. In 2019, ERIA
established a Regional Knowledge Centre on Marine
Plastic Debris (RKC-MPD) as the ASEAN Plus Three
framework. The Knowledge Centre will be a hub

for the collecting of data on marine plastic debris,
sharing best practices, as well as supporting capacity
building programmes in the region. ERIA produced
three publications on food value chains in the ASEAN
region: Overview of Agri-food Industries in ASEAN

— Basic Information on the Food Value Chain; Food
Value Chain in ASEAN — Case Studies Focusing on
Local Producers; and The Cold Chain for Agri-food
Products in ASEAN. The key messages were reported
at the 19th ASEAN Ministerial Meeting on Agriculture
and Forestry Plus Three meeting in October 2019.

ERIA has also kept good relations with several
external partners such as the ASEAN Inter
Parliamentary Assembly (AIPA) with which ERIA

is now cooperating. ERIA attended the 40th AIPA
General Assembly on August 2019 and submitted

a draft resolution on ‘Establishing AIPA-ERIA Joint
Dialogue to Support the Waste Management for
Sustainable Development.’ The resolution was
adopted by all AIPA member countries at the second
plenary session of AIPA-GA. Based on the resolution,
ERIA and AIPA will set up a Joint Dialogue.



In 2019 ERIA’s efforts and activities continued to
expand and received unabated recognition from
regional leaders. Leaders ‘encouraged ERIA to
continue providing support for the Chair of the
ASEAN Summit and the East Asia Summit and
targeted high-quality research and actionable policy
recommendations on topics that highlight and
address the region’s challenges to EAS Economic
Ministers,” in the Chairman’s statement of the 14th
East Asia Summit on November 2019. In addition
to the several ASEAN related conferences, in 2019
ERIA attended three G20 ministerial meetings on
Agriculture, Trade, and Digital Economy, as well as
Energy and the Environment, which were hosted
by Japan in May and June. ERIA presented several
policy challenges on these topics in ASEAN and the
East Asia region, which need to be addressed in
collaboration with G20 member countries.

In January 2020, ERIA was ranked 13th in the
international economic policy think tanks category,
and 11th in the Southeast Asia and the Pacific
category of the 2019 Global Go To Think Tank Index
Report. ERIA was also ranked 44th globally in the
category of "Top Energy and Resources Policy Think
Tanks', which is the first time ERIA has been ranked in
this category. In short, ERIA's research seems to have
been highly valued globally.

We are proud of our achievements in 2019, but we
will not be complacent. ERIA will be more vigilant
in helping to address the challenges of deeper
economic integration and development in ASEAN
and East Asia in the years to come.

b Rk )E

Prof Hidetoshi Nishimura
President

ANNUAL REPORT 2019 @




Event
Highlights



AV 2040 ERIA and the Ministry of Foreign Affairs of Thailand jointly launched the
report titled 'ASEAN Vision 2040: Towards a Bolder and Stronger ASEAN,
which examines future challenges facing ASEAN in the next 2 decades.

The study was commissioned by Thailand to examine the challenges
ASEAN will face in the next 2 decades. ERIA invited 60 regional experts
and specialists to work on this important report. Thailand, as current
holder of the chair of ASEAN, has adopted the theme, ‘Advancing
Partnership for Sustainability.”

ERIA and Thai
Ministry of Foreign According to the report, by 2040, ASEAN will be amongst the top four

economies in the world together with the United States, China, and

. India. However, at the same time, ASEAN will face intense competition
ASEAN VISIQI"I 2040 in terms of technological capability, skilled manpower, and scientific and
AV2040 (29 April 2019), engineering talent especially compared to China and India.

Bangkok, Thailand

Affairs jointly launch

The report highlighted seven recommendations: First, ensuring ASEAN
Centrality; Second, digital ASEAN, promoting an adaptive and innovative
ASEAN that is able to successfully adjust to the digital transformation and
Fourth Industrial Revolution; Third, sustainable ASEAN; Fourth, seamless
ASEAN; Fifth, inclusive ASEAN focused on people empowerment and
inclusion; Sixth, ASEAN identity; Seventh, a strong, coordinated, and

effective ASEAN institutional ecosystem.

In August 2019, ERIA suffered a great loss with the
passing of its Senior Economist and Senior Policy
Fellow, Dr Ponciano Sabado Intal Jr. ERIA recognised
his leadership at the Launch of ASEAN Vision 2040,
with as its themes Integration, Transformation,
and ASEAN Centrality.
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AV 2040

The launch of ASEAN

Vision 2040
AV2040 (30 August 2019),
ERIA Office, Jakarta, Indonesia

@ ANNUAL REPORT 2019

ASEAN Vision 2040, ERIA's project with the Government of Thailand, the
ASEAN Chair in 2019, was launched in Jakarta on 30 August 2019 with
the theme of ‘Integration, Transformation and ASEAN Centrality".

The four-volume publication consists of thoughtfully written chapters
by 60 ASEAN experts. Each chapter is a fascinating exploration of crucial
issues confronting the region now and in the near future.

Prof Hidetoshi Nishimura, President of ERIA, said, "The original ASEAN
Vision 2020 was launched during the Asia Financial Crisis in 1997 to
express the Leaders’ determination to move boldly forward to deepen
economic integration and strengthen community building. Now we are
approaching the year 2020, and the Ministry of Foreign Affairs of Thailand
and ERIA have jointly worked to develop the Vision for the next two
decades to address the great uncertainty in the regional and global geo-
political, geo-economic and technological landscapes in the coming 20
years.

The panel discussion was opened by Prof Fukunari Kimura, ERIA's Chief
Economist and professor at Keio University, followed by Prof Mari
Pangestu, Professor, University of Indonesia and ERIA Governing Board
Member.

Prof Peter Drysdale, Emeritus Professor, Crawford School of Public
Policy, Australian National University and Member of ERIA’'s Academic
Advisory Council, Dr Kasan Muhri, Head of Trade Analysis and
Development Agency, Ministry of Trade of the Republic of Indonesia, and
Dr Venkatachalam Anbumozhi, Senior Energy Economist at ERIA, were
also panellists on the occasion.

RCH INSTITUTE FOR ASE D EAST



The Center for Strategic and International Studies Southeast Asia AV 2040
Program hosted a roundtable discussion on ERIA’'s publication ASEAN
Vision 2040 with Simon Tay (Chairman of the Singapore Institute of
International Affairs); Kavi Chongkittavorn (Senior Fellow at Institute of
Security and International Studies, Chulalongkorn University); and Lydia
Ruddy (Director of Communications at ERIA). All three speakers were
authors of ASEAN Vision 2040.

The discussion focused on ASEAN Centrality and the Indo—-Pacific,

themes which were covered in Volume One of AV2040. Simon Tay CSIS—ERIA

made the point that ASEAN Centrality faces challenges on two fronts: Roundtable

a geo—eclonolmic challlqenhge from the Bfelkt] aTddRosd I;ﬂtiaFt{ive azwellss Discussion on ASEAN
a geopolitical one with the concept of the Indo-Pacific. Regarding the e

geopolitical front, the new ASEAN Outlook on the Indo-Pacific is a good Vision 2040

initial effort to define an ASEAN version of the concept that allows ASEAN AVZO{IO (24 Septemper 2019),
Member States to take a stance on an issue, but not to take sides. Washington, DC, United States
AV 2040 The Center for Strategic and International Studies (CSIS) Southeast

Asia Program in Washington, DC recently hosted a second roundtable
discussion with the Economic Research Institute for ASEAN and East Asia
(ERIA) on 18 November 2019.

ERIA's Chief Operating Officer, Mr Koji Hachiyama, gave an opening
remark which also introduced the ASEAN Vision 2040 project. Launched
in August 2019, ASEAN Vision 2040 is a four-volume publication written

by 60 ASEAN experts covering present and future issues facing the
CSIS—ERIA gion
Roundtable
Discussion on Trade, As Asia forges ahead with its development and economic prominence,

. ASEAN in particular, has a unigue role in moving the wheels of

RCEP, and Innovation regional development and initiating a leadership role during a time of
AV2040 (18 November 2019), unprecedented changes. To highlight ASEAN's important role, the CSIS—
Washington, DC, United States ERIA roundtable discussion included two speakers from ERIA covering
the themes of Innovation and ASEAN Centrality. These selected themes
represent key priorities required to achieve a strong and unified ASEAN.

ANNUAL REPORT 2019 @




Event Highlights

Unlike growing protectionist sentiment in global trade, ASEAN has
solidified its stance by supporting open trade norms and multilateralism.
The Regional Comprehensive Economic Partnership (RCEP) is a prime
example of an ASEAN-led initiative that combines aspects of openness to
trade and investment as well as the possibility of creating reforms beyond
regional borders.

Through events such as the CSIS-ERIA roundtable discussions, it is
hoped that US leaders and policymakers gain greater awareness of
ASEAN's future and growing significance amidst ground-breaking shifts
and massive disruptions.

The Economic Research Institute for ASEAN and East Asia (ERIA)
attended the G20 Agriculture Ministers’ Meeting on 11-12 May 2019 in
Niigata, Japan. ERIA also participated in the senior officials meeting on
10 May and contributed in the finalisation of the Agriculture Ministers
Declaration, which will be presented to the Chair of G20.

The First Breakout Session of the G20 Agriculture Ministers Meeting was : ;
held on May 11 and chaired by H.E. Mr Takamori Yoshikawa, the Minister e
of Agriculture of Japan. ERIA participated in this session, which was held

X P e 8 ERIA Attends G20

under the theme of Agriculture and Human Resource Development.
Agriculture Ministers’
‘ASEAN is under growing pressure to raise its agricultural productivity Meeting

as well as rising demand for better quality, more varied and affordable
foods. As per capita incomes in the region increase, ASEAN should
improve its agriculture and food value chains, said ERIA President Prof
Hidetoshi Nishimura in his remarks during the breakout session.

G20 (11-12 May 2019),
Niigata, Japan

He emphasised that improved human resources, a deep understanding
of agriculture—food value chains and the forces for innovation in the
sector, capacitated and reframed institutions, as well as strong basics can
turn ASEAN's agriculture sector into a driver of robust inclusive growth.
Prof Nishimura had a bilateral meeting with Minister Yoshikawa on the
sidelines of the G20 Meeting to discuss further cooperation between
ERIA and Japan in terms of the development of Food Value Chains in
ASEAN region.
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Prof Akiko Yamanaka, Special Advisor to the President of ERIA,
participated as one of the co-chairs of Task-Force 4 (TF4): Economic
Effects of Infrastructure Investment and its Financing, one of the ten Task
Forces at Think20 (T20), the research and policy advice network for the
G20 Summit 2019 that was held on 26-27 May 2019 in Tokyo, Japan.

During the panel session of TF4, Prof Yamanaka proposed ways to
develop high-quality infrastructure investments that takes various

- challenges into account - financial, climate, and urban planning

Prof Akiko Yamanaka challenges. Prof Yamanaka spoke about three issues regarding people
Speaks at T20 Summit  and infrastructure that can contribute to disaster mitigation — enabling
2019 in Tokyo laws, raising awareness, and developing infrastructure. She also discussed
27 May 2019, the issues in her policy brief.

Tokyo, Japan

TF4 was led by Dr Amar Bhattacharya from the Brookings Institution and
Prof Naoyuki Yoshino from the Asian Development Bank Institute (ADBI).

A delegation from the Economic Research Institute for ASEAN and

East Asia (ERIA), headed by its President, Prof Hidetoshi Nishimura,

was invited to attend the G20 Ministerial Meeting on Trade and Digital
Economy on 8 and 9 June in Tsukuba, Japan. Prof Nishimura also had a
bilateral meeting with H.E. Rudiantara, Minister of Communication and
Information Technology of Indonesia, on the margins of the Ministerial
Meeting.

In the Digital Economy Session, the ministers exchanged their opinions

on the concept of ‘Data Free Flow with Trust’, human-centric artificial ERIA Attends the G20

intelligence, digital security and sustainable development goals, and Ministerial Meeting

inclusion. on Trade and Digital
Economy

Prof Nishimura expressed ERIA's view that the Free Flow of Data with
Trust is an excellent initiative and very important for small and medium-
sized countries such as many ASEAN Member States. He emphasised Tsukuba, japan
the need to establish effective international arrangements that ensure

interoperability of different data governance frameworks.

G20 (June 8-9 2019),
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In the bilateral meeting with H.E. Rudiantara, Prof Nishimura asked for
advice on what ERIA will be expected to do as a follow-up for the Project
2045, especially on ‘Digital Technologies to Improve Quality of Life’. H.E.
Rudiantara asked ERIA to determine Indonesia’'s human capital needs
every 5 years, highlighting the importance of education and human
resource development.

A delegation from the Economic Research Institute for ASEAN and
East Asia (ERIA), headed by the President, Prof Hidetoshi Nishimura,
participated in the G20 Ministerial Meeting on Energy Transitions and
Global Environment for Sustainable Growth on 15 and 16 June 2019 in
Nagano, Japan.

Prof Nishimura delivered a presentation during the Joint session, in which
he talked about ‘Energy and Climate Challenges in the ASEAN Region —
Role of Fossil Fuel, Hydrogen, and Electric Vehicles'.

ERIA Takes Part
in G20 Ministerial During the Environment Session 1 with the theme ‘Resource Efficiency
Meeting on Energy and Marine Plastic Litter’, Prof Nishimura underlined the importance of

(i) Promoting knowledge-sharing and good practices, both regionally

Transitions and and globally; (ii) Developing policy coordination mechanisms at the

Global Environment national and international levels; and (i) Encouraging the development
for Sustainable of scientific knowledge and international cooperation.
Growth

During the session, H.E. Yoshiaki Harada, the Minister of the Environment
G20 (June 15-16), of Japan discussed working with ERIA to establish a Regional Knowledge
Nagano, Japan Centre of marine plastic litter at ERIA as one of the deliverables of the
G20 Presidency.

On the sidelines of the Ministerial Meeting, Prof Nishimura held
discussions with several ministers — H.E. Siti Nurbaya, Minister of
Environment and Forestry of Indonesia; H.E. Ignasius Jonan, Minister of
Energy and Mineral Resources of Indonesia; H.E. Danny Ray Brouillette,
Deputy Secretary of the Department of Energy of the United States;
and H.E. Le Cong Thanh, Deputy Minister of Natural Resources and
Environment.
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The Economic Research Institute for ASEAN and East Asia (ERIA),
together with the Ministry of Health, Labor, and Welfare (MHLW) of
Japan, the Office of Healthcare Policy, Cabinet Secretariat of Japan,

as well as the Japan Centre for International Exchange (JCIE) held the
AHWIN Forum: Achieving Healthy Aging in Asia, which was the side event
of the G20 Health Ministers Meeting in 2019.

5 AHWI

Asia Health and Well-being Initiative (AHWIN) was launched by the
Government of Japan in 2016. The half-day event was one of the

activities of AHWIN to bring policymakers, researchers, representatives of ERIA Co-hosts the
the private sector, and civil society leaders from around Asia together for AHWIN Forum:

an extensive dialogue on health and elderly care. Achieving Healthy
At the opening session, Mr Akio Okawara, President and CEO of JCIE, Dr Agelng in Asia
Yasuhiro Suzuki, Chief Medical Global Health Officer of MHLW of Japan G20 (17 October 2019),
delivered their opening remarks. Okayama, Japan

After the Keynote Speech, a Special Lecture on Challenges Faced
in Dementia and Community-based Approaches in Prevention was
delivered by Professor Takayuki Suzuki, Director of the Institute of
Gerontology and Professor of J.F. Oberlin University.

In the final session, Prof Hidetoshi Nishimura, President of ERIA delivered
his closing remarks in which he underlined the importance of the
circulation of the long-term care workforce, as well as the development
of the business environment to realise active and healthy ageing societies
in the region.
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Macroeconomic
Policies and
Development
Challenges Lead
Discussion at Asia

Regional Roundtable
18-19 June 2019,
ERIA Office, Jakarta, Indonesia

ANNUAL REPORT 2019

The Seventh OECD-AMRO-ADB/ADBI-ERIA Asian Regional Roundtable
on Macroeconomic and Structural Policies, a T20 Japan Associated
Event, took place on 18-19 June 2019 at ERIA’s offices.

Through five sessions, this year's roundtable addressed recent domestic,
regional, and global trends that are changing the environment including
subthemes of trade tensions and digital economy, connectivity in
ASEAN+3 region, urbanisation, ageing populations, and human capital
development.

The first session examined challenges facing global trade and
multilateralism such as rising protectionism, unequal opportunities to
engage in global value chains, and legal systems that are inadequate for
digital economy and international trade in services.

The second session focused on improving the quality of education and
human capital development in emerging Asia.

The third session addressed urbanisation in Asia and its role in driving
economic growth. Cities host dynamic firms and create productive jobs,
with agglomerations resulting in better matches between workers and
jobs, strong input-output linkages, and greater knowledge spillover.

The fourth session looked at building capacity and connectivity in
ASEAN+3 economies and how they have come a long way since the
Asian Financial Crisis.

The final session focused on fiscal sustainability in the era of ageing
populations, which presents a major challenge in terms of falling
revenues and increasing expenditure.



The ASEAN Outlook on the Indo—Pacific is a dynamic and living
document that aims to protect ASEAN interests and promote
cooperation in the maritime domain. It was adopted by ASEAN Member
States in a relatively short time thanks to Indonesia’s strong leadership
and Thailand’s support, as discussed by the three panelists during the
Jakarta Media Briefing on 4 July 2019.

The Briefing was co-hosted by the Economic Research Institute for
ASEAN and East Asia (ERIA) and the Jakarta Post to discuss The Role of
ASEAN in the Indo-Pacific Era. The panel discussion was moderated by
Ms Lydia Ruddy, ERIA's Director of Communications.

The panellists included Dr Siswo Pramono, Director General of Policy
Analysis and Development, Ministry of Foreign Affairs of the Republic of
Indonesia; Mr Endy Bayuni, the Senior Editor of The Jakarta Post; and Mr
Kavi Chongkittavorn, Senior Communications Advisor of ERIA.

Dr Siswo focused his explanation on the creation of the ASEAN Outlook
on the Indo-Pacific, saying, 'We are sea people, because sea is the way
we communicate and transport our things to the rest of the world.
That is why the maritime domain is very important, and one of the
cooperation will be on maritime aspect.’

Meanwhile, Mr Bayuni and Mr Chongkittavorn each spoke about the
speed with which the Outlook was endorsed by ASEAN leaders since its
inception, and how the Indo—Pacific concept finally came into existence
after several disagreements.

Journalists

and Diplomatic
Community Discuss
ASEAN Outlook on

the Indo—-Pacific
4 July 2019,
ERIA Office, Jakarta, Indonesia
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ERIA Attends the
40th General
Assembly of the
ASEAN Inter-
Parliamentary

Assembly
26 August 2019,
Bangkok, Thailand

ANNUAL REPORT 2019

The 40th General Assembly of the ASEAN Inter-Parliamentary Assembly
(AIPA) with as its theme 'Advancing Parliamentary Partnership for
Sustainable Community” was held from 25-30 August 2019 at the
Shangri-La Hotel, Bangkok, Thailand. Prof Hidetoshi Nishimura, the
President of ERIA, was invited to the opening ceremony and the first
plenary session on 26 August.

Prof Nishimura also attended the Committee Meeting on Organizational
Matters on 27 August as ERIA submitted a draft resolution on ‘Establishing
AIPA-ERIA Joint Dialogue to Support the Waste Management for
Sustainable Development'. The resolution was adopted by all AIPA
member countries at the second plenary session on 29 August.

Based on the resolution, ERIA and the AIPA Secretariat will organise a
Joint Dialogue to support proper waste management for sustainable
development in ASEAN countries.

Prof Nishimura also paid a courtesy call to H.E. Chuan Leekpai, AIPA
President of National Assembly of the Kingdom of Thailand and President
of AIPA.



Energy ministers and researchers from ASEAN countries attended the
Second East Asia Energy Forum (EAEF) under the theme of Towards
Sustainable Energy Transition and the Role of Connectivity in ASEAN'.
The event was hosted by the Ministry of Energy Thailand in cooperation
with the Economic Research Institute for ASEAN and East Asia (ERIA) and
ERIA's Energy Research Institutes Network (ERIN).

H.E. Kulit Sombatsiri, the Permanent Secretary of the Minister of Energy
of Thailand, welcomed all participants whilst giving an overview of ASEAN
countries’ energy sector challenges in general and those of Thailand in
particular.

Afterwards, three keynote speeches were delivered by the Minister of
Energy, Manpower & Industry of Brunei Darussalam, H.E. Dato Seri Setia
Dr Awang Haji Mat Suny bin Haji Md Hussein; the Minister of Energy and
Mines of Lao PDR H.E. Dr Khammany Inthirath, and the State Secretary
of the Ministry of Mines and Energy of Cambodia H.E. Dr Ty Norin. The
three country representatives highlighted the diversification of energy
sources and the cross-border energy and power connectivity.

Mr Atsushi Taketani, the president of Japan External Trade Organization
(JETRO) Bangkok and Chief Representative for ASEAN, closed the
keynote session by summarising the role of Japan in the G20 meetings
where the term ‘innovation’ is gaining importance.

Prof Hidetoshi Nishimura, the President of ERIA, closed the forum by
summarising its most important findings. He reiterated the need for the
leaders of ASEAN and the East Asia region, policymakers, and experts to
remain realistic, especially on matters of climate change and fossil fuel
use.

Policymakers and
Experts Discuss
Sustainable Energy
and Connectivity at
the Second East Asia

Energy Forumy
2 September 2019,
Bangkok, Thailand
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s nanuuver of the W IM Daaba

ERIA Releases
Updated Database

to Help Improve
Trade Environment in

ASEAN
10 September 2019,
Bangkok, Thailand

@ ANNUAL REPORT 2019

The official handover ceremony of the Non-Tariff Measures (NTMs)
Database from the Economic Research Institute for ASEAN and East Asia
(ERIA) to ASEAN Member States (AMS) took place in the morning on the
sidelines of the 51st ASEAN Economic Ministers’ Meeting and Related
Meetings, and was attended by H.E. Dato Lim Jock Hoi, Secretary-
General of ASEAN; Ministers from the East Asia Summit; and ERIA
officials.

Over the past 15 years, tariffs have declined worldwide, but the number
of NTMs has increased dramatically — by 15% in ASEAN over the past 3
years. Because NTMs constitute a grey area where trade policy objectives
meet public policy goals, effective NTM management must consider not
only their trade-distorting effects but also their potential benefits.

For ASEAN, the removal of non-tariff barriers is amongst the major
components of regional efforts to enhance intra-regional trade. In
principle, the ASEAN Trade in Goods Agreement has explicitly stated
obligations regarding NTMs. In practice, however, the integration agenda
has focused primarily on tariffs, which have been reduced to 0.2% on
average within ASEAN.

During the ceremony, Prof Hidetoshi Nishimura, President of ERIA,
handed over the database to Dato Lim Jock Hoi, which was witnessed by
the EAS Ministers.

Prof Nishimura stated, ‘As room to liberalise tariffs further is limited,
addressing NTMs is fundamental to fully realise the ASEAN Economic
Community.’



ASEAN Vision 2040 and the ASEAN Outlook on the Indo-Pacific were
amongst the topics of discussion at a meeting of editors and senior
journalists from across ASEAN and East Asian countries held by the
Economic Research Institute for ASEAN and East Asia (ERIA). The Eighth
ERIA Editors’ Roundtable was held on 6 October 2019 in Bangkok, in
cooperation with the Bangkok Post.

Prof Hidetoshi Nishimura, President of ERIA, welcomed the participants
and talked about the process behind the creation of ASEAN Vision 2040,
ERIA's flagship publication of 2019.

‘The ASEAN leaders commended our four-volume ASEAN Vision 2040 at
the Chairman'’s Statement of the 34th ASEAN Summit in June this year,’
said Prof Nishimura.

Several contributors to the report, including Prof Simon Tay, the
Chairman of Singapore Institute of International Affairs, and Dr Shiro
Armstrong, Director of the Australia—Japan Research Centre in the
Australian National University, participated in the Roundtable as speakers
and discussed the future trends of ASEAN.

H.E. Mr Vijavat Isarabhakdi, Vice Foreign Minister of Thailand, and Dr
Suriya Chindawongse, Director General of ASEAN Affairs in the Ministry
of Foreign Affairs of Thailand went on to deliver their remarks.

Prof Sakon Varanyuwatana, Chairperson of the Trade Competition
Commission of Thailand and ERIA's Governing Board Member, and
ASEAN Secretary General, H.E. Dato Lim Jock Hoi, also presented at the
event.

Editors Discuss
ASEAN Vision

2040 during the
Eighth ERIA Editors’

Roundtable
6 October 2019,
Bangkok, Thailand
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ERIA Participates
in the 15th ASEAN
Ministerial Meeting
on the Environment

in Cambodia
7—-11 October 2019,
Siam Reap, Cambodia

ANNUAL REPORT 2019

The 15th ASEAN Ministerial Meeting on the Environment and Related
Meetings were held in Siem Reap, Kingdom of Cambodia from 7 to

11 October 2019. A delegation from the Economic Research Institute
for ASEAN and East Asia (ERIA), headed by its President, Prof Hidetoshi
Nishimura, participated in two meetings: the ASEAN—-Japan Ministerial
Dialogue on Environmental Cooperation and the 16th ASEAN Plus Three
Environment Ministers Meeting (16th APT EMM).

Prof Nishimura delivered a presentation about the establishment of the
Regional Knowledge Centre for Marine Plastic Debris (RKC-MPD) by ERIA
to respond to ideas from several global and regional initiatives on marine
plastic issues, including the G20 Energy and Environment Ministers’
Meeting on Marine Litter, the ASEAN+3 Marine Plastic Debris Cooperative
Action Initiative, and the ASEAN Framework of Action on Marine Debris.
The RKC-MPD itself consists of four major activities — developing RKC—
MPD Foundation, sharing knowledge, raising awareness and building
capacity, as well as collecting and analysing information. ERIA is currently
developing a website on marine plastic debris that will serve as a
knowledge sharing platform.

Prof Nishimura was confident that ERIA will be able to play a key
role in the knowledge sharing activities because it has conducted
comprehensive research focusing on waste management, circular
economy, and marine debris in recent years.
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Industry 4.0 and technological development needs to be human-centric;
therefore, workers of all ages — not just the young — need to be equipped
with relevant skills for the digital transformation of our economies and
societies, said ERIA President Prof Hidetoshi Nishimura in the first panel
discussion session, ‘Advancing ASEAN 4.0 in the Global Value Chain’, of
the ASEAN Business and Investment Summit (ABIS) 2019.

He suggested that, with advanced communications technology,
traditional sectors can be upgraded through a ‘micro-macro information
loop’, where small businesses can access relevant market information
from their hand-held mobile device. He shared his optimism that
servicification of manufacturing, where manufacturing activities
increasingly rely on services, will create new economic opportunities

in the region by allowing ASEAN businesses to remotely perform
specialised tasks for firms located in developed countries. Prof Nishimura
also presented a new video based on ASEAN Vision 2040 Volume II:
Transforming and Deepening the ASEAN Community. The ASEAN Vision
2040 is ERIA's flagship publication of 2019. It was developed upon the
request of the Government of Thailand as part of their deliverables for
the Chairmanship of ASEAN.

During the second day of ABIS 2019, Dr Rashesh Shrestha, Economist
of ERIA, spoke during the panel ASEAN Human Empowerment and
Development (AHEAD)'. He emphasised the need for better skills in
micro-, small, and medium-sized enterprises (MSMEs) in ASEAN. A broad
skill set is needed: technical STEM skills need to be combined with

soft skills and also a combination of cognitive and non-cognitive skills

is required. In addition to urgently investing in good quality education,
governments in ASEAN need to embark on broad labour market reforms
to increase formalisation, flexibility, and skill mobility to create the
incentives for investment in skill development by students and workers.

Around 1,000 high-level government officials from ASEAN countries,
private sectors, ASEAN's dialogue partners, civil society organisations, and
academic and research institutions attended ABIS 2019. Keynote addresses
were given by world leaders including the Prime Ministers of Thailand,
Malaysia, New Zealand, and Russia, as well as HRM The Duke of York.
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ERIA Participates in
the ASEAN Business
and Investment

Summit 2019
2 November 2019,
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ERIA’s Research
Projects
Acknowledged in
Statements from the
35th ASEAN Summit

and Related Meetings
4 November 2019,
Bangkok, Thailand
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Various research projects and initiatives conducted by the Economic
Research Institute for ASEAN and East Asia (ERIA) were recognised by
the leaders of ASEAN Member States and East Asian countries during the
35th ASEAN Summit and Related Meetings held in Bangkok, Thailand,
from 2 to 4 November 2019.

In his speech at the 22nd ASEAN Plus Three Summit, the Prime Minister
of Japan, H.E. Shinzo Abe, mentioned one of ERIA’'s latest undertakings
- the Regional Knowledge Centre for Marine Plastic Debris. I'd like to
call for the sharing of Osaka Blue Ocean Vision, which aims at reducing
the pollution due to marine plastic litter by 2050, and your participation
into this framework towards the realisation of this vision. Based upon
the marine initiative, Japan will support the capacity building in ASEAN
countries regarding waste management as well as infrastructure
development. Under the APT Marine Plastic Debris Cooperation Initiative
we announced last year, we will strengthen cooperation such as
establishing a new knowledge centre at ERIA," said Prime Minister Abe.

ERIA was mentioned in several statements of the ASEAN Summit and
Related Meetings, as listed in Annex F of this Annual Report.



ERIA participated in the Asia—Pacific Think Tank Summit (APTTS), co-
organised by the Think Tanks and Civil Societies Program (TTCSP) of the
University of Pennsylvania and the United Nations Economic and Social
Commission for Asia and the Pacific (UNESCAP).

The panellists included the President of ERIA, Prof Hidetoshi Nishimura; the
President of the Philippine Institute for Development Studies (PIDS), Dr Celia
M. Reyes; and Dr Kirida Bhaophichitr, Research Director for International
Research and Advisory Service at the Thailand Development Research
Institute (TDRI). Prof Nishimura emphasised the importance for think tanks
to balance adequate planning and swift action to support governments in
today’'s fast-changing world.

During the Plenary Session Panel | on “Trade Wars or Trade Winds: Which Way
is the Wind Blowing?’, ERIA's Chief Economist, Fukunari Kimura, stated that

'in the long run there will be very negative effects of the trade war because

of the risk of the collapse of the rules-based trading system. To prevent this
from happening we must reform the WTO and the rules-based order and
encourage mega free trade agreements (FTAs) like Regional Comprehensive
Economic Partnership (RCEP) and Comprehensive and Progressive
Agreement for Trans-Pacific Partnership (CPTPP).’

APTTS participants also took part in numerous breakout sessions and

plenary panels on topics affecting Asia—Pacific such as Trade Wars, Climate
Change, Diversity and Innovation, as well as Integration and Alliances in the
Asia—Pacific. Prof Akiko Yamanaka, Special Advisor to the President of ERIA,
President of the International Tsunami Disaster Prevention Society, and Senior
Diplomatic Fellow at the Cambridge Central Asia Forum of Cambridge
University, served as a panellist in the The Coming Food and Water Crisis’
breakout session.On the final day of APTTS, Prof Kimura gave a Keynote
Speech on ‘Digital Technology for Development' in which he prescribed

that ASEAN and developing East Asia must reformulate their development
strategies to address the issues of globalisation and digital technology.

His assessment also included a future shift to consumer/people-oriented
policies as part of the economic integration process. The 3-day APTTS

event demonstrated the regional think tank community and policymakers’
commitment to be at the forefront of today's important issues and finding an
achievable solution for a resilient Asia—Pacific.

Role of Asian
Think Tanks Key to
Addressing Global

Challenges
12 November 2019,
Bangkok, Thailand
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ERIA Participates in
the First Roundtable
of the OECD Digital for

SMEs Global Initiative
29 November 2019,
Paris, France
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ERIA, represented by its Chief Operating Officer Mr Koji Hachiyama
accompanied by Director for Strategy and Partnerships Dr Giulia Ajmone
Marsan, participated in the First Roundtable for the OECD Digital for SMEs
Global Initiative, held at the OECD Headquarters in Paris.

Small and medium-sized enterprises (SMEs) are the backbone of ASEAN's
diverse and dynamic economy, accounting for 95%-99% of all business
establishments and more than half of total employment in all ASEAN Member
States. The digitalisation of the SME sector is therefore of great importance
for individual ASEAN Member States as well as the economic integration of
the entire region, as recent ERIA analysis suggests.

Mr Hachiyama intervened in the Second Session on Artificial Intelligence

for SMEs. He explained how ASEAN offers great opportunities for Al
development across firms, including SMEs. According to ERIA research, 56%
of the SMEs are at the basic level with minimal digital adoption, mostly to
facilitate communication and operations. Around 34% use digital tools more
meaningfully to aid sales and marketing. Only 10% of the SMEs are in the
advanced category, with sophisticated digitalisation applied in various aspects
of their business. Even amongst the minority of SMEs that are digitalised,
most do not utilise digital tools to their fullest. This means that most ASEAN
SMEs still need to catch up with more advanced digital technology like Al or
blockchain.

Mr Hachiyama presented the following key initiatives necessary for the

adoption of Al technology by ASEAN SMEs:

1. The importance of collecting a large amount of high-quality and
homogeneous data. These are at present not yet fully available in the
region but as digital technology adoption is moving fast they can be
available in the near future. Initiatives supporting open government data
can also be an important factor in this respect;

2. The potential for creating an ASEAN Digital Single Market, which will be an
important foundation for Al businesses. Important aspects of a potential
Digital Single Market include free flow of data with trust, inter-operability,
common standards, cyber-security, and privacy protection;

3. The importance of developing skills for the digital economy in general and
Al technologies in particular. This requires not only knowledge of computer
sciences and IT but also a thorough understanding of the core features of
Al. Human-centred Al technologies are also important, as highlighted in the
OECD principles on Al.



The Economic Research Institute for ASEAN and East Asia (ERIA), the
Demographic Research and Development Foundation, Inc. (DRDF) and
the University of the Philippines Population Institute (UPPI) launched

the report Ageing and Health in the Philippines: Findings of the 2018
Longitudinal Study on Ageing and Health in the Philippines (LSAHP) at the
Park Inn by Radisson in Quezon City.

The forum was attended by over 90 participants from government, <
international organisations, research institutes, and professionals. y

Congressman Carlos Isagani Zarate of the Bayan Muna Party-List and ERIA’s StUdy on
National Scientist Mercedes B. Concepcion also attended the event. Older Filipinos Draws

Positive Feedback

The LSAHP is related to the Asia Health and Wellbeing Initiative (AHWIN)
from the Government

and is the first longitudinal study targeting older persons or individuals

aged 60 years or over in the Philippines. of the Philippines
9 December 2019,
Undersecretary Juan Antonio Perez Il of the Commission on Population Quezon City, The Philippines

and Development said that the Philippines must shun age discrimination
and look at older Filipinos as ‘a resource rather than a burden,” since the
country faces rapid urbanisation.

In his message, Prof Hidetoshi Nishimura, President of ERIA, said the
2018 LSAHP is an important study as the key to coping with ageing is
improvement in health expectancy. He mentioned that the 2018 LSAHP
was cited at the recent G20 Health Ministers Meeting in October 2019.
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ERIA Renews MoU
with ASEAN Inter-
Parliamentary

Assembly
22 January 2020,
Jakarta, Indonesia

ANNUAL REPORT 2019

Representatives from the Economic Research Institute for ASEAN and
East Asia (ERIA) and the ASEAN Inter-Parliamentary Assembly (AIPA) met
in the morning for the signing ceremony of the renewed ‘Memorandum
of Understanding to Develop AlIPA’'s Capacity on Matters Concerning
ASEAN Economic Community and ASEAN Economic Integration in
Various Areas’. AIPA was represented by Hon Nguyen Tuong Van,
Secretary General of AIPA, while ERIA was represented by its President,
Prof Hidetoshi Nishimura. The ceremony was witnessed by H.E. Dato
Lim Jock Hoi, Secretary-General of ASEAN and H.E. Mr Akira Chiba,
Ambassador of Japan to ASEAN.

In her ceremonial statement, the Secretary General of AIPA, Hon. Nguyen
Tuong Van expressed her commitment to building and achieving the
common goals of the ASEAN community vision, by working ‘very closely
with the ASEAN secretariat to support legislative and executive bodies of
ASEAN member states’.

The signing of this year's MoU renews the signing of the first MoU

on 16 December 2016. ERIA President Prof Hidetoshi Nishimura paid
homage to the former Secretary-General of AIPA, Hon Isra, stating that
since the signing of the first MoU, ERIA and AIPA have strengthened
their relationship through various opportunities under Hon lIsra’s strong
leadership. One such activity under this MoU was a joint dialogue titled
‘Parliamentarians Supporting the "Quiet Revolution” for Better Regulatory
Governance’, which contributed to a better understanding by AIPA
parliamentary members of non-tariff measures (NTMs) and barriers as
well as good regulatory practice and reducing unnecessary regulatory
burdens.



The Economic Research Institute for ASEAN and East Asia (ERIA) and

the Center for Indonesian Policy Studies (CIPS) organised the "Why
Think Tanks Matter Forum: Southeast Asia Trade Policies in the World
Economy’. This forum is part of the annual Why Think Tanks Matter
Forum and the 2019 Global Go To Think Tank Report Launch organised
by TTCSP of the University of Pennsylvania, which showcases the critical
work done by think tanks in countries around the world.

The aim of the forum was to highlight the importance of think tank
research and policy analysis for the policymaking process. Policymakers
in Indonesia and ASEAN more broadly, increasingly request evidence-
based policy recommendations. The analysis and recommendations
produced by think thanks enable decision makers to produce policies
that are able to respond to the needs of communities.

The forum highlighted the challenges faced by ASEAN member
countries in harmonising regulations to improve trade performance

in the Southeast Asian region. While trade between ASEAN countries

is increasingly open with reduced tariffs, actual intra-ASEAN trade
remains relatively low. There are multiple reasons for this, such as Non-
Tariff Measure (NTMs), logistics, customs procedures, and other trade
facilitation issues.

The forum also marked ERIA's achievement in the Top 100 Think Tanks in
South and Southeast Asia and The Pacific in the 2019 Global Go To Think

Tank Index, where it was ranked 11th.

Why Think Tanks
Matter Forum:
Southeast Asia Trade
Policies in the World

Economy
31 January 2020,
Jakarta, Indonesia
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ERIA Presents
Research at 8th
OECD-AMRO-ADB/
ADBI-ERIA Asian

Regional Roundtable
14 February 2020,
Tokyo, Japan
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The Eighth OECD-AMRO-ADB/ADBI-ERIA Asian Regional Roundtable
on Macroeconomic and Structural Policies was held in Tokyo, Japan, on
13-14 February 2020 and attended by experts from four institutions and
several resource people from the Ministry of Finance, central banks, as
well as the embassies of each country in Tokyo.

In the opening session, Prof Naoyuki Yoshino, President of the Asian
Development Bank Institute (ADBI), Ms Yumiko Murakami, Head of

the Tokyo Centre of the Organisation for Economic Co-operation

and Development (OECD), Mr Toshinori Doi, Director of the ASEAN+3
Macroeconomic Research Office (AMRO) and Mr Koji Hachiyama, Chief
Operating Officer of ERIA provided opening remarks.

On the second day, Prof Hidetoshi Nishimura, President of ERIA,
delivered special remarks to present the regulatory management systems
as well as good regulatory practice in ASEAN. The world that ASEAN

and East Asia have to deal with over the next 2 decades will be vastly
different. Asia will be the centre of the global economy, and therefore,
itis imperative for ASEAN and the rest of Asia to secure an open trading
system and plural global order which has been at the heart of Asia’s and
ASEAN's success,” he said.

In the afternoon session, ERIA researchers introduced ERIA's research on
Non-Tariff Measures in ASEAN and East Asia and the development of the
ASEAN Seamless Trade Facilitation Indicators (ASTFI). This research will
contribute to the agenda of 'Responsive ASEAN" which was adopted as a
title of this year's ASEAN chairmanship by Viet Nam.



In response to the challenges faced by the World Trade Organization Cnia Teeemic Rosarch nsiinie

for ABEAN nnd Bast Asis

(WTO), Canada has encouraged ASEAN member countries to get more
involved in WTO reform. Canada has taken a leadership role on WTO
reform, including through the Ottawa Group, a group of 13 like-minded
WTO members. The group’s work focuses on three of the WTO's main
challenges: dispute settlement, negotiations, and transparency.

ERIA invited Kendal Hembroff, Director General for Trade Policy and

Negotiations at Global Affairs Canada, who indicated that the WTO's
g ERIA Trade Talk: WTO

relevance has been at risk recently due to rising unilateral actions taken

by individual countries and stagnating negotiations. Most critically, the Reform — A Briefing
WTO's dispute settlement mechanism, which has also been proven by Kendal Hembroff
effective in safeguarding international trade, is threatened with the 6 March 2020,

ongoing impasse on new appointments of WTO Appellate Body Jakarta, Indonesia

members.

In attracting ASEAN countries, most of which are developing nations, she
said the WTO needs to look at what constitutes a developing country to
make sure that they have equal positions in WTO mechanisms. She also
stated ‘The right way to tackle this issue is to actually look at what kind
of flexibilities are needed case by case in specific negotiations'.

Dr Intan Murnira Ramli, Policy Fellow at ERIA, pointed out that many
intra-ASEAN agreements have embodied WTO principles as their
baseline, thus confirming ASEAN's effort in keeping the WTO relevant.

Moderating the session, Anita Prakash, Director for Policy Relations

at ERIA, advocated that the WTO's approach to address trade and
development in existing agreements and future negotiations should
be influenced by ASEAN and East Asia’'s commitment to rules-based
trade agreements such as RCEP — the majority of whose members
are developing or emerging economies and three are least developed
countries (LDCs).
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The office of the president of ERIA deepened its
policy relations activities through dedicated policy
research and support for medium- and longer-term
development and economic integration of ASEAN
and the East Asia region. This was achieved through
increased collaboration with foreign and economic
ministries of East Asia Summit (EAS) member
countries, joint works with multilateral organisations
and think tanks, and working for concrete plans for
greater connectivity of Asia with Africa and Europe.
Policy relations activities covered traditional areas
of trade and economic cooperation and issues that
constitute new frontiers of global value chains and
economic integration.

A. Support to EAS Members and their Dialogue
Partners

The policy relations office supports several policy
and research initiatives of EAS member countries and
the Dialogue Partners of EAS. At the request of senior
economic officials, the ASEAN-Russia economic
ministers meeting was presented with a policy report
on deepening of ASEAN-Russia economic relations.
Developed jointly with the Russia Foreign Trade
Academy (RFTA), the report has been accepted by
the economic officials meeting. Since its publication,
it has been widely consulted by stakeholders in
ASEAN and outside of Asia. The reports brings out
several avenues of trade and economic cooperation
between the two partners, and lays out the scope for
deepening the economic relations between the two.
The report has been acknowledged by the ministerial
meeting.

Greater connectivity between India and ASEAN

has long been both an economic and strategic
objective for the ASEAN-India partnership. India

has commissioned ERIA to conduct a study on
developing an economic corridor along the Trilateral
Highway and the feasibility of its extension to
Cambodia, Lao PDR, and Viet Nam. The President’s
office is supporting the ASEAN-India ministerial
meeting on ERIA’'s study on ‘Trilateral Highway and its
Possible Extension to Cambodia, Lao PDR, and Viet
Nam'. The study is expected to be submitted to the
ministers in August 2020.

B. Support to Host Country Indonesia on Indo-
Pacific

The policy relations office contributed extensively to
the works of the Policy Analysis and Development
Agency of the Ministry of Foreign Affairs of Indonesia
in developing the 'ASEAN Outlook on Indo-Pacific’.
The contributions included participation in and
presentations at three roundtables held in Cirebon,
Padang, and Jakarta. In 2020, the tasks of PADA,
MOFA are being further supported in developing

the institutional and governance framework of
connectivity plans in the Indo—Pacific.

ANNUAL REPORT 2019 @




Office of the President

C. Support to G20

The policy relations office worked with and
contributed to the proceedings of the G20 in

Japan in 2019. It supported and contributed to

the President of ERIA’s participation in the G-20
Agriculture Ministers Meeting on 11-12 May in
Niigata, Japan, with as its theme Agriculture and
Human Resource Development. ERIA highlighted
the need for making agriculture and farming in
ASEAN more productive and inclusive through digital
technology and smart governance. Prof Nishimura
also highlighted the importance of the ASEAN-Japan
human resource development project as a model
project for training of young agriculture graduates

at top agriculture universities in ASEAN, where
institutional and digital connectivity are helping to
develop human resources in ASEAN. The policy
relations office also participated in the senior officials
meeting on 10 May 2019 and contributed to the
finalisation of the Agriculture Ministers Declaration,
which was presented to the Chair of G-20. The

two policy briefs were mentioned in the T20's
recommendation to the Chair of the G20.

The policy relations office contributed two policy
briefs to the T20 in Tokyo in 2019. The first policy
brief was for Task Force 7 on the Future of Work and
Education for the Digital Age. The policy brief was
themed ‘Industrialisation and Growth in the Digital
Age: Disruptions and Opportunities for Employment
Led Growth in Asia and Africa’. The second policy
brief was for Task Force 5 on Cooperation with
Africa. The theme of the policy brief was ‘Industrial
Development and ICT in Africa: Opportunities,
Challenges, and the Way Forward'.
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D. Collaboration with Multilateral Organisations
Asian Infrastructure Investment Bank (AlIB)

The policy relations office of the President of

ERIA was invited to the annual meeting of the

Asian Infrastructure Investment Bank (AlIB), held

in Luxemburg on 12-13 July, 2019. Based on its
experience on Asia-—Europe connectivity issues,
ERIA was requested to provide inputs for the

Asian Infrastructure Investment Bank (AlIB) to help
it organise the plenary session of the first Asian
Infrastructure Forum, which was themed around
‘Cooperation and Connectivity'. The policy relations
office is working closely with the AlIB on multilateral
cooperation for development finance (MCDF),

and utilising this learning in helping to develop

the institutional mechanisms for financing the
connectivity plans in the Indo—Pacific.

Organisation for Economic Co-operation and
Development (OECD)

The policy relations office of the president of ERIA
also supported the Organisation for Economic
Co-operation and Development (OECD) in its
preparatory works for the G20 in Trade and
Agriculture matters, through its collaboration with
and participation in the meetings of the Trade and
Agriculture Directorate. The policy relations office
helped the Global Relations Secretariat (GRS) of the
OECD to develop the theme and the concept paper
of the fifth annual meeting of the OECD Southeast
Asia Regional Programme (SEARP) held on 12 March
2019. ERIA’s presentation on connectivity plans in
Asia was central to the theme of the meeting. The
steering committee recognised that enhancing
connectivity was a fundamental means to advance



regional integration and reconfirmed that the OECD
is a partner of the Southeast Asian countries, sharing
policy experience and best practices to enhance
connectivity of the region. The steering committee
encouraged the SEARP secretariat of the OECD to
strengthen cooperation with ERIA and other regional
organisations. On this occasion, the ERIA-OECD
joint work on the ASEAN SME Policy Index ASPI 2018
was presented to and acknowledged by the Steering
Committee meeting members of OECD SEARP.

The policy relations office of the President also
contributed to the OECD reports through findings
from ASEAN and East Asia, and ERIA's research and
policy support activities.

The policy relations office of the president organised
the seventh OECD-ERIA-ADB-ADBI-AMRO
roundtable in Jakarta on 18-19 June 2019. In 2020,
the ERIA-OECD Memorandum of Understanding
(MOU) for joint works and activity in the next 5

years was renewed by the president’s office for joint
signing in 2020.

E. Connectivity

The policy relations office of the President has
been working on physical and institutional aspects
of connectivity in ASEAN and East Asia, as well as
between Asia and Africa, and Asia and Europe. In
2019-2020, the Senior Officials Meeting (SOM)

of the Asia—Europe summit meeting (ASEM) was
presented the study on ‘Global Value Chains in
ASEM Region” which had originally been requested
by the ASEM Trade and Industry Ministers meeting.
In 2019, Cambodia, the current chair of ASEM,
requested ERIA to prepare a plenary study for the
13th ASEM Summit in November 2020 where the

President of ERIA will present the study to the ASEM
leaders. The theme of the study will be an inclusive
and sustainable and future-ready ASEM. The ASEM
study is being conducted by several authors from
Asia and Europe on diverse elements of physical and
economic connectivity; trade and value chains; trade
facilitation and NTMs; e-commerce, digital economy
and taxation; energy cooperation and climate
change; movement of people, gender, and youth
roles in a future-ready economy; and institutional
cooperation.

ERIA and the Joint Research Centre (JRC) of the
European Commission jointly hosted the Asia Europe
Sustainable Connectivity Scientific Conference
(AESCON), bringing together researchers and

policy analysts working in the fields of international
connectivity and globalisation and their impact on
sustainable development, with a particular focus

on Asia—Europe connections. The conference was
attended by 70 scholars and provided an academic
forum to discuss global challenges on transport
infrastructure, energy transition, climate change,
digital economy, trade and investment flows,
security, people mobility, and cultural exchanges as
tools of sustainable connectivity. The conference
followed on from the ASEM Sustainable Connectivity
Monitor 2018, which was launched at the 12th

ASEM Summit. Due to the onset of COVID-19, this
conference has been postponed to September 2020

After drafting the vision document of the Asia Africa
Growth Corridor (AAGC) in 2017, the president’s
office has been continuously engaged with the
development of the AAGC with other members in
ASEAN, Asia, and Africa. In 2019, it co-authored the
book ‘Asia Africa Growth Corridor: Development
Cooperation in Indo Pacific’ with RIS, Delhi, which
was published in June 2020.
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F. South-—-South Cooperation

ERIA's network organisation in India, Research

and Information System for Developing Countries
(RIS), organises the Delhi Process on South—-South
Cooperation to further the goals of the Buenos
Aires Plan of Action. ERIA participated in Delhi
Process V, held in New Delhi from 21 to 25 August
2019. The conference sessions were themed to
assess and identify the future challenges and their
implications for South-South Cooperation and
Triangular Cooperation, and develop a roadmap

in tune with the consensus arrived at BAPA+40 in
Buenos Aires. The Delhi Process also deliberated to
find ways for scaling up SSC and evolving an impact
assessment framework that captures the unique
features of SSC. ERIA presented the experiences
from ASEAN Community building process as a good
example of South-South Cooperation. East Asian
economic integration was also portrayed as a model
of triangular cooperation, in particular the positive
role of Japan, Australia, and the Republic of Korea in
economic growth in Southeast Asia. The president’s
office will continue to share its work and findings

in the next initiatives in South—-South and Triangular
cooperation in the coming years.

G. Blue Economy

The Blue Economy concept is viewed as an
alternative economic model for sustainable
development that puts the oceans at the centre of
this approach. This is in line with Goal 14 of the 2030
Agenda for Sustainable Development, which focuses
on the conservation and sustainable use of oceans,
seas, and marines resources. In Southeast Asia, the
maritime sector is very important for logistics and
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transportation, economic resources, environmental

sustainability, and sovereignty. Connectivity between
AMS with India is essential in many ways, given their
potential in the blue economy, their economic size,

geographical location, sea-land connectedness, and
trade relations.

ERIA co-organised the Third ASEAN-India Blue
Economy Workshop with the ministry of foreign
affairs, Thailand and the ASEAN-India Center of RIS
in Bangkok on 12 September 2019. The conference
was of significance for maritime cooperation in
South and Southeast Asia in that it presented specific
recommendations on how to strengthen the links
between India and ASEAN on maritime issues, such
as security, commerce, and port development.

H. Support to Stakeholders

The policy relations office participated in several
workshops and symposiums across Asia and the
Pacific, and in Europe to bring the stakeholders in,
and bring partners of ASEAN and East Asia closer,
through dissemination of East Asian economic
cooperation experience and through demonstrating
the value of free trade and economic cooperation.
It has written extensively in several regional
newspapers and contributed to online platforms on
the issues of multilateral governance, connectivity,
and sustainable financing and development issues
facing East Asia. It is expected that such advocacy
and research dissemination activities will support the
policymaking on trade and economic cooperation
amongst the stakeholders.



Research &
Research-related
Activities



Research & Research-related Activities

Pillar 1: Deepening Economic Integration

b,

1. Creative Industries, Creative Economies, and
Creative Activities in Japan and their Global
and Transnational Linkages in ASEAN and East
Asia

According to the World Economic Forum'’s Future
of Jobs report, creativity will become one of

the most important skills in the Fourth Industrial
Revolution. This revolution is characterised by a
fusion of technologies that blurs the lines between

ANNUAL REPORT 2019

£ BN

the physical, digital, and biological spheres. In
industry and commerce, the term ‘creative industries’
appeared in the policy circles of the United Kingdom
in the late 1990s, and since then has been widely
used in other countries, including Japan, the United
States (US), Australia, and China.

This project attempts to take a pioneering role in
filling this creativity gap, by providing comparative
case studies from the Association of Southeast

ECONOMIC RESEARCH INSTITUTE FOR ASEAN AND EAST ASIA



Asian Nations (ASEAN) and East Asia, and by zeroing
in on cooperation and competition in the region.

It focuses on the creative industries in Japan, with
emphasis on the increasingly transnational flows of
goods, services, and industrial personnel within the
ASEAN and East Asian regions. Although the spotlight
is on Japan’s creative industries, we also look at
transnational approaches to the creative industries
by examining the global networks of production,
distribution, and consumption in ASEAN, East Asia,
and beyond. We work under a guiding framework
comprising the following facets of cultural
production: (i) technology, (ii) laws and regulations,
(iii) industrial structure, (iv) organisational structure, (v)
occupations and careers, and (vi) markets.

The key objectives of this research are to provide
answers to the above questions by applying insights
from economic and cultural sociology, management
and organisational studies, and economics - in
particular, new institutional economics and its
transaction cost approach and contract theory
variants, as well as political science and international
relations — including the notions of cultural
diplomacy, public diplomacy, and soft power.

During fiscal year (FY) 2019, this project published
five Economic Research Institute for ASEAN and
East Asia (ERIA) discussion papers on the Japanese
creative industries and literature, the next generation
of the automobile industry, soft power and popular
culture, and the framing and reception of the
opening ceremonies at the Olympics.

2. Study on the Vientiane—Hanoi Expressway

The Lao People's Democratic Republic (Lao PDR)
faces a significant challenge in addressing the
development gaps that arise from its geographical
constraints as a landlocked nation. To turn this
weakness into a strength and become a land-
linked country in the Mekong region, the Lao PDR
needs to play a greater role as a logistics hub and
promote manufacturing exports through enhanced
connectivity with China, Thailand, and Viet Nam.
Lao PDR at the Crossroads: Industrial Development
Strategies, 2016—-2030, prepared by ERIA and the
Lao PDR's Ministry of Industry and Trade in 2016,
stressed that such transformation is crucial not only
for the Lao PDR’s industrial development, but also
to accelerate economic growth across the Mekong
region.

Following on from that study, this research focuses
on how the Lao PDR and its neighbours can benefit
from the Hanoi-Vientiane Expressway, a new
highway connecting the two cities, by leveraging
industrial networks. It analyses the economic and
industrial impacts of the expressway from the
perspective of global value chains (GVCs) and
production networks in the Mekong region.

The Vientiane—Hanoi Expressway Project discussed
not only what economic impacts the Vientiane—
Hanoi Expressway (VHE) could have on the Lao PDR,
Viet Nam, and Thailand, but also how these countries
could maximise economic benefits and promote
industrial development strategies towards building

a Bangkok-Vientiane—Hanoi industrial corridor by
making better use of the VHE.
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This report included the following regional

policy recommendations: (i) establish a specific
consultation system amongst the Lao PDR, Viet
Nam, and Thailand to work on a detailed study of the
VHE; (ii) deepen and expand friendship agreements
amongst relevant cities and provinces to promote
discussion of the VHE; (iii) harmonise transport-
related policies in coordination with the relevant
countries; and (iv) reduce cross-border transport
costs such as non-tariff measures (NTMs).

3. Micro-dynamics of Industrial Development
and Trade and Industrial Policy

The broad theme of this research is globalisation
and its impacts on East Asian countries, with a focus
on microdata analysis. We understand globalisation
as a process or an evolution of closer economic
integration through increased trade, foreign
investment, and immigration. Under this broad
theme, authors choose topics that are of specific
interest to their countries.

There have been numerous studies of the causes
and consequences of globalisation, but we feel

that the potential value added of this project comes
from the microdata analysis on East Asian countries.
Although various aspects of globalisation have been
analysed, microdata analyses are relatively scarce.
There might be many microdata analyses on other
regions — primarily North and South America and
Europe — but not many such analyses exist for East
Asian countries. This research project tries to fill this

gap.
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The project is expected to contribute to a better
understanding of whether and how globalisation
has affected the performance of firms, using case
studies from East Asian countries. These outputs are
expected to provide insights for policymaking.

4. Services Supply Chains — Implications
and Opportunities for the Regional
Comprehensive Economic Partnership

Services supply chains are becoming an important
driver of trade and growth in the ASEAN and Asia
regions. In particular, the value chain activities within
the supply chain are critical if we are to fully exploit
the potential of supply chains. There are ample
opportunities for countries at various stages of
growth to participate in the production value chain.
It is important to examine the key fundamentals that
might be needed for these countries — in which there
is also a growing services sector — to participate
effectively in the services supply chain.

The concept of ‘servicification’ (manufacturing
becoming increasingly focused on services) covers
three different types of services in manufacturing,
which increasingly depends on servicification to drive
growth: (i) service value added in manufacturing
exports; (i) in-house services within manufacturing
firms; and (iii) services that are sold bundled with
goods and commodities.

At the same time, services are value-creating
activities along the GVC. Literature on trade in value
added (TiVA) shows that the share of service value
added in manufacturing exports accounts for more
than one-third of total value added. In textiles and
apparel, and food and beverages, service value



added contributes as much as 40% of exports. Thus,
servicification leads to higher value creation and
shifts production towards more productive models.

The servicification of manufacturing firms has several
impacts on productivity improvements. Service
activities help firms to become more productive,

e.g. the use of services in logistics, management, or
engineering can save time and materials and improve
coordination. Manufacturers also use services to
differentiate their products from competitors and to
take advantage of production in GVCs. Services are
also enablers of such networks and value chains.
The project examines if servicification in the Chinese
manufacturing sector improves firms’ productivity.
This has important policy implications as the role of
the service sector increases in terms of trade and
investment, and thereby drives the economic growth
of the Chinese economy. This implies that the free
movement of services and persons (service trade
liberalisation) is essential to manufacturing.

5. Non-Tariff Measures in ASEAN (Phase IlI:
Renewal of Database and Country Report
Design Phase)

With tariffs constrained by the World Trade
Organization, we expect countries to use an
increasing number of NTMs to protect domestic
firms and industries. This trend is particularly likely
in ASEAN, one of the fastest growing regions in the
world in terms of economic and trade growth.

From 2008 to 2011, the number of NTMs rose
substantially across the globe. However, this increase
is not necessarily a bad sign for the economy. As
global consumer wealth goes up, the demands on

governments for health, safety, and environmental
protection rise as well.

In the case of ASEAN, the latest official data on NTMs
(from the ASEAN Secretariat) are for 2009. A number
of surveys have been conducted to fill the gap, but
more work is needed. In this context, the project
seeks strong multi-agency collaboration between
ERIA and the United Nations Conference on Trade
and Development (UNCTAD), supported by experts
on NTMs, to (i) collect, validate, and classify NTM
data from official government sources; (i) improve
the general understanding of these measures and
their impact on world trade; and (iii) provide insights
on policy recommendations for streamlining NTMs
and trade regulation reforms.

This project published Non-Tariff Measures in ASEAN
— An Update, which launched a database on NTMs
in ASEAN with UNCTAD at the ASEAN Economic
Ministers’ Meeting in September 2019.

The report observed an increase in NTMs across all
10 countries. Over the past 3 years, the total number
of NTMs has risen by about 15%. Technical measures
account for the majority of NTMs, which is in line
with the pattern observed in developed countries.
Sanitary and phuytosanitary (SPS) measures are
highly targeted at agricultural and food products,
whilst Technical Barriers to Trade (TBT) are often
used for non-food manufacturing products. Export-
related measures and quantity and price controls
also contribute to a significant fraction of NTMs.
Given the complexity of NTMs, their increasing use
should be interpreted with caveats. The increase

in NTMs reflects the dynamics of regulatory

reform in ASEAN Member States (AMS). In certain
circumstances, however, NTMs have also served as
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disguised barriers to international trade and become
a convenient tool to provide undue protection to
certain products or industries.

More importantly, regardless of their objectives,
NTMs can contribute significantly to increasing trade
costs, thus reducing an economy’s competitiveness.
Addressing NTMs, especially in the context of
declining tariffs, should therefore be a priority in
national competitiveness agendas. ASEAN, through
various frameworks, principles, and agreements,

has taken steps to address and manage NTMs.
Although initiatives are region-wide, harmonisation
and enforcement of NTMs require strong
institutional commitment at the national level. Whilst
significant progress is not yet observed, effective
implementation of existing initiatives could produce
promising results.

This report documented the trend and pattern of
NTM utilisation in ASEAN based on the updated
ERIA-UNCTAD NTMs in ASEAN database, and
discusses ongoing regional and national efforts in
addressing NTMs. We recommend four areas of
focus in addressing NTMs: (i) enhancing the capacity
of issuing and enforcing agencies; (ii) establishing

an inter-agency committee to oversee and manage
the use of NTMs; (iii) strengthening engagement and
consultation with the private sector and research
institutions; and (iv) applying regulatory practice core
principles.
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6. International Regulatory Cooperation for
ASEAN

In a world of cross-border value chains, international
regulatory cooperation (IRC) is an important initiative
for two reasons: (i) to reduce international trade
costs arising from differing national regulations;

and (ii) to ensure that regulations are effective. IRC
can help address these twin concerns by improving
regulatory coherence amongst countries through
improved design and execution of regulations on
goods and services as they cross national borders.

Although not explicitly indicated in the ASEAN
Economic Community Blueprint 2025, IRC as

a means of engendering regional regulatory
coherence largely falls within the ambit of Section
B.7 on effective, efficient, coherent, and responsive
regulations and good regulatory practice. This
project will explore the extent of and barriers to the
development of IRC in ASEAN. The primary focus
is on identifying the enablers and facilitating factors
in effective IRC and outlining the main barriers and
constraints that must be overcome. The secondary
focus is on the pervasiveness of IRC in the region.

The project is a seminal work on IRC for ERIA,
although it follows on from the earlier ERIA project
with the New Zealand Institute of Economic
Research on regulatory management systems in East
Asia. The first phase of the project will (i) develop a
framework for IRC; (i) survey the pervasiveness and
persuasiveness of various forms of IRC in ASEAN;
and (i) work in parallel with the New Zealand
Institute of Economic Research’s case studies on IRC
in the region.



The project report will be published in 2020. The
growth of IRC over the last 40 years has been

driven by the combined impact of (i) globalisation,
(ii) technological change, and fiii) geopolitical
developments. Looking ahead beyond the
coronavirus disease (COVID-19) in the next decade,
the first two of these drivers will continue to operate:
(i) economic — growth in global supply chains,
globalisation, growth in multinational corporations,
and pressure for businesses to reduce technical
barriers to trade; and (ii) technological change

— the Fourth Industrial Revolution, driven by the
combination of digitisation, artificial intelligence,
cloud technology, big data analytics, and high-speed
mobile networks.

However, on the geopolitical side, there is significant
potential for discontinuity with IRC, given the
slowdown in international economic integration,
ongoing US—-China rivalry, and the loss of US
leadership/momentum in multilateral initiatives. As

a result, there will be less impetus for IRC from the
multilateral agreements that provide for the widening
and deepening of requlatory cooperation.

In East Asia, a number of overlapping regional trade
and regulatory initiatives might help drive the future
of IRC in the region, including the ASEAN Economic
Community Blueprint 2025, regulatory provisions in
free trade agreements between ASEAN and other
countries in the region, the agenda on structural
reform of Asia—Pacific Economic Cooperation
(APEC), the Comprehensive and Progressive
Agreement for Trans-Pacific Partnership (CPTPP), and
the Regional Comprehensive Economic Partnership
(RCEP). However, US-China tensions will inevitably

spill over into engagement between second tier
nations, making collective agreements harder to
achieve in regional forums such as ASEAN and APEC.

7. Human Resources for Healthcare and Elderly
Carein Asia

The movement of people across borders in Asia is

a key component of deeper economic integration

in the region. The effort to facilitate the seamless
movement of skilled labour in ASEAN started

with mutual recognition arrangements on several
professional services. These allowed professionals to
practice in other ASEAN countries through mutual
recognition of their qualifications. However, the
ASEAN mutual recognition arrangement on nursing
services, which was signed and came into force in
December 2012, has facilitated the mobility of nurses
in only a few countries. While some countries are
actively recruiting foreign nurses and care workers,
others are regulating foreign workers.

This study examines the case of Filipino, Indonesian,
and Indian nurses and care workers to better
understand the flow of human resources in the
nursing and elderly care sectors. In some Asian
countries that have experienced rapid population
ageing, older people are traditionally expected to
be cared for by their families. However, the current
demographic, economic, and social transformation
hinders some families’ availability and ability to take
care of their senior dependents. Countries that
currently receive foreign nurses, such as Japan and
Malaysia, will be compared by analysing those who
are engaged in nursing and elderly care in each
society. Thailand's elderly care is also examined, as
the country is now ageing rapidly.
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This study aims to explore a wide range of features
of human resources development and employment
in the nursing and elderly care sector. It will focus
on foreign nurses and care workers; and is expected
to identify the problems, obstacles, and challenges
which limit the movement of nurses and care
workers in the region. Study areas consists of data
collection and analysis as follows: (i) analysis of
national data and policies for nursing and elderly
care; (i) visits to hospitals/nursing homes, relevant
administrative offices, and training institutions; (iii)
questionnaire surveys on foreign nurses and care
workers; and (iv) in-depth interviews with nurses
and care workers. Both quantitative and qualitative
techniques are used in data collection and analytical
methodology.

8. Russia—ASEAN Trade and Economic Relations:

Prospects and Pathways

The Russian Federation, a member of the East

Asia Summit (EAS) since 2010 and a full dialogue
partner of ASEAN since 1996, marked the 20th
anniversary of its dialogue relations with ASEAN in
a commemorative summit held in Sochi, Russia, on
19-20 May 2016. The summit adopted the Sochi
Declaration, charting out the future direction of the
ASEAN-Russia relationship and cooperation.

Given the economic and geographical importance
of ASEAN and Russia, trade and economic relations
between them are expected to grow beyond
current levels. More integrated trade and value
chain connectivity between ASEAN and the Eurasian
Economic Union should be considered, as this
grouping and Russia have similar principles of
economic relations.
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ERIA and the Center for Strategic Research, Russian
Foreign Trade Academy have explored new value
chains of production between ASEAN and Russia and
between ASEAN and the Eurasian Economic Union.
A joint report evaluating the various dimensions of
economic cooperation between ASEAN and Russia
was prepared in 2018-2019 and was acknowledged
by the ASEAN-Russia Senior Economic Officials’
Meeting and the ASEAN-Russia Economic Ministers’
Meeting.

The report of this project was published in October
2019 together with the Russian Foreign Trade
Academy. The study revealed that current trends

in trade and cooperation between ASEAN and
Russia, and further cooperation in areas of mutual
interest and expertise, will ensure that trade and
economic relations continue to grow beyond
current levels and that there are huge opportunities
and avenues for economic cooperation, institutional
connectivity, and people-to-people cooperation.
The complementarities in ASEAN-Russia economic
relations set out important avenues and measures
to improve and facilitate trade, investment, and
bilateral cooperation. These avenues and measures,
when taken further, will enhance and deepen trade,
investment, and economic cooperation between
the two regions. The findings of the study were
presented at the ASEAN-Russia Senior Economic
Officials’ Meeting to deepen ASEAN-Russian
dialogue on mutual cooperation.



9. The Role and Impact of E-Commerce
in Formalising Businesses: The Case of
Southeast Asia

E-commerce markets have grown significantly within
ASEAN in recent years. Since 2015, the number of
internet users in the six largest economies in ASEAN
has risen from 244 million to 283 million, according
to Statista. Despite this high growth, there remains
room for expansion in e-commerce markets across
ASEAN. Indonesia, Malaysia, the Philippines, Thailand,
and Viet Nam all generated less than 4% of their retail
sales online, a much lower proportion than other
e-commerce markets such as the Republic of Korea
(henceforth, Korea) (16%) and China (7%).

E-commerce platforms are making waves globally,
but regulations have not yet firmly addressed their
legal obligations or the tax regimes that apply to
them, meaning that they effectively fall into the
informal sector. That fact is intriguing, as payments
made via these platforms can be monitored and
managed.

In e-commerce environments, payments by

the consumer are processed under a ‘'one roof
system’ —i.e. the payments are transferred to the
e-commerce platform’s bank account. The system
then forwards the payment to the merchant when
the consumer receives the goods. Hypothetically, if
a government were to regulate for value-added tax
to be automatically deducted within the payment
system, this would boost government revenue
significantly.

This study aims to estimate the potential impact

of using e-commerce to formalise unregistered
businesses and merchants, taking into account

the applicable regulations in each country. We will
also explore e-commerce regulations in selected
South Asian countries, as e-commerce usually
involves businesses and consumers from different
jurisdictions and countries. We will focus on the tax
and consumer protection aspects of the regulations.
Tax regulations affect business owners’ willingness
to register or formalise their businesses, while
consumer protection questions arise more often
with e-commerce platforms - given their nature

— than traditional platforms. Consumer protection
is also heavily affected by the formal or otherwise
status of businesses and existing regulation.
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Pillar 2: Narrowing Development Gaps

-
£
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1. Digital Economy, Innovation, and East
Asia’s Competitiveness in GVCs, Phase llI:
E-commerce Enabling Services in Asia

Improving services will be as important an issue as
connectivity if East Asia is to reach its full potential

in the digital economy. For instance, from the
perspective of logistics, service is key to the efficiency
of distribution networks — online consumers require
high standards of service and information. A logistics
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network will not function at its best until it delivers
such high-standard services, particularly at critical
facilities in supply chains, such as mega e-fulfilment
centres (distribution centres), parcel sorting centres,
local parcel distribution centres for last-mile supply
chains (covering the last part of the journey from hub
to final destination), local city logistics depots, and
returns centres. From the perspective of trade finance,
the existence of a reliable credit guarantee system can
effectively stimulate cross-border business-to-business
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e-commerce. Online e-commerce platforms can
collect and integrate information from various sources
and provide users with service packages.

Phases | and Il of ERIA research on the digital
economy, respectively, investigated the issues of
cross-border e-commerce and connectivity. The
current study focuses on e-commerce enabling
services, and its significance is twofold. First, it
explores how digitalisation and service development
can reinforce each other and fuel long-term growth
in ASEAN and East Asia. Second, it contributes to
the literature on globalisation’s upcoming third
unbundling. The study takes two tracks. Track A
focuses on how to develop the service sector to
improve ASEAN and East Asia’s competitiveness in
the digital economy, while track B emphasises how
digitalisation can enable new service products/models
to unlock the region’s development potential.

One of the publications from this project has been
published as a book, titled E-Commerce Connectivity
in ASEAN. This book provided policy insights for
ASEAN to realise the potential of fast growth by
improving regional digital connectivity, with an
emphasis on (i) data connectivity, (ii) logistics to
facilitate the free flow of goods and services, (iii)
connectivity to facilitate cash flows, and (iv) seamless
links between the physical and cyberspace.

2. Comprehensive Asia Development Plan 3.0

ERIA published the Comprehensive Asia Development
Plan 1.0 (CADP 1.0) in 2010, followed by CADP 2.0

in 2015. CADP 3.0 is due in 2020, when Viet Nam
chairs the East Asia and ASEAN summits. In 2020,
connectivity and infrastructure development will

remain important factors in realising a ‘competitive,
innovative, and dynamic ASEAN’, as laid out in the
ASEAN Economic Community Blueprint 2025.

Within the past 5 years, we have witnessed a

radical change in information and communication
technology (ICT). Digitalisation of the economy based
on ICT has changed the conceptual framework of
the unbundlings advocated by Richard Baldwin in

The Great Convergence: Information Technology
and the New Globalization. He stated that the "third
unbundling’ has now emerged, following the 'second
unbundling’ that began in the 1980s.

Further advances in ICT are making qualitative
breakthroughs by reducing costs, and a task can be
unbundled and taken care of by persons in different
locations. This kind of technological change has
created opportunities for new businesses in ASEAN
and East Asia, such as the e-commerce opportunities
(business-to-business and business-to-consumer)
provided by platform firms. As a result, we are required
to reformulate our development strategies to include
the leapfrog (skipping the middle development
stages) and feedback (apply the technologies of more
advanced development stages back to lower ones)
strategies, as well as the existing step-by-step strategy.

CADP 3.0 will guide the policy direction of ASEAN
and East Asian infrastructure and industrial promotion.
These are both extended from CADP 2.0, which

is built on the idea of fragmentation (segmenting
vertically integrated production processes and
outsourcing them to other countries) and production
networks (the international division and integration

of production processes). CADP 3.0 will also
demonstrate the economic impacts of these policies
by using a geographic simulation model.
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This project’s policy implications are that ASEAN and
East Asia countries are expected to gain a deeper
understanding of the ICT-led changes in globalisation.
Countries will be able to promote infrastructure
investment and innovation to take advantage of
globalisation.

3. Demand and Supply of Long-term Care for
Older Persons in Asia

As the world population continues to age, so too does
the Asian population. The number of Asians aged 65
and above will nearly triple from 335 million in 2015
to 937 million in 2050. How to promote healthy and
active ageing is a critical policy priority, but the burden
of long-term care for the elderly will inevitably grow.
The need for understanding and action is urgent,

as many Asian nations will age faster in the coming
decades than those in Europe and North America,
and even Japan. The need to promote economic
development as the population ages poses challenges
to countries that do not have sufficient fiscal strength
to support social security costs such as pensions

or health insurance systems. Changes in family

values and the high level of internal and international
migration is resulting in aged parents being left behind
and alone. This makes family care more difficult and
increases the demand for the social care offered by
communities and governments.

Given this context, the study focuses on the present
status and future trends of demand and supply of
long-term care for the elderly in the Asia-Pacific
region. Demand will be measured by the number
of older persons who need care and by the living
arrangements of older persons, particularly those
living alone. Supply will be measured in terms of
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the human resources available to provide long-

term care, and the long-term care facilities. Along
with national level measurements and international
comparisons, this study will address the importance of
subnational differences. This is important as the size
of the countries included in the study varies greatly.
Comparing China, which has 14 billion people, with
Japan (128 million) or Thailand (69 million) might
lead to incorrect conclusions. Observing subnational
level data is also important due to internal migration,
whereby some rural areas lose a high proportion of
their young people, and thus have a proportion of
older persons that is much higher than the national
average.

This study focused on Southeast Asia and East Asia in
its first year, and will expand the target area into South
and West Asia and the Pacific region in the second
year.

An ERIA research report titled Demand and Supply
of Long-term Care for Older Persons in Asia was
published in August 2019. The report noted that the
care industry has been growing in the region and
the workforce is increasing substantially. However,
compared with the health sector, the social work
sector is still underdeveloped. Since public long-term
care insurance systems were established in Japan and
Korea in 2000 and 2008, respectively, the long-term
care workforce has increased but is considered to
be in shortage. For China and Southeast Asia, the
workforce engaged in social work is increasing but
in absolute shortage. The role of domestic workers
is limited in Japan and Korea, but they will certainly
play a role in China and Southeast Asia in the future.
The Online-to-Offline (O20) business model has
developed rapidly in China and is already offering a
considerable amount of long-term care services. To



cope with the sharp increase in care demand in the
region, systems providing quality service should be
created using new technology.

The stigma regarding long-term care facilities might
not be persistent in the face of surging demand. In
some countries, hospitals provide long-term care;

in others, social welfare facilities might evolve to
cope with the care demand of older persons. Data
comparison amongst countries highlights the existing
challenges. Rapid increases in care needs should be
addressed through a system providing long-term care,
and policy dialogue should be encouraged.

4. Longitudinal Study of Ageing and Health in the
Philippines and Viet Nam

At the 20th ASEAN Plus Three Commemorative
Summit, leaders reaffirmed their commitment to
promote active ageing — whereby people remain
physically active as they age — and the empowerment
of older persons. In particular, leaders sought to
advance regional cooperation on ageing-related
challenges amongst AMS and the development of a
regional plan of action to implement the 2015 Kuala
Lumpur Declaration on Ageing: Empowering Older
Persons in ASEAN.

The first step towards sound and sustainable policies
is to collect evidence on the health status of older
persons in the region. Being active in old age is closely
linked to health and social security systems, including
healthcare and long-term care systems. Health is also
one of the most important factors for overall well-
being. The concept of health expectancy is a useful
indicator of healthy and active ageing, and can be
computed as the number of years of expected good

health. In an extreme example, if health expectancy

is equivalent to total life expectancy — an outcome
known as ‘rectangularisation of the survival curve’ - all
people will live in good health until the exact time of
death.

This longitudinal study tracks individuals aged 60 and
above for multiple years, and analyses the factors
contributing to longer, healthy lives. In the AMS, few
such studies have been undertaken, and the factors
for healthy ageing have not been investigated well. In
this study, about 6,000 people aged 60 and above will
be selected randomly from the Philippines and Viet
Nam. A baseline survey was completed in the first half
of 2019, and a second wave of surveys will take place
in the latter half of 2020. The survey was developed in
line with the health and retirement survey promoted
by the US National Institute on Aging. The survey has
been used in many countries, so its results can be
easily compared with others.

The project will describe the current health of older
persons in FY2019, based on the data collected
through the baseline survey. It will also investigate
associated correlates of the current health status of
older adults in both countries.

5. Labour in East Asia

Due to the fragmentation of production processes
across borders, it has become necessary to use the
TiVA concept to analyse trade. The main advantage of
a TiVA perspective is that it clarifies a country’s forward
and backward linkages to the global production
process. A country’'s exports may include inputs
sourced from other countries, or those exports may
be used in producing a partner country’s exports. As
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such, the Organisation for Economic Co-operation
and Development (OECD)-World Trade Organization
definition of participation in the GVC is the sum

of foreign value added in gross final exports and

the share of domestic value added in exports of
intermediaries. TiVA analysis also reveals the degree
to which employment in various industries in one
country is related to final consumption in other
countries.

For this project, 15 original research papers were
commissioned. These papers are designed to shed
light on various labour market issues by studying
the experience of East Asia, a region with highly
developed inter-country production networks that
serve as a production base for developed countries.

During FY2019, six ERIA discussion papers were
published as part of this project. Each paper
contributed to an understanding of trade and
employment using GVC analysis, an emerging
literature that still needs in-depth study. The papers
presented macroeconomic analyses of GVCs and
employment in East Asia, with microeconomic and
country-specific quantitative analysis to uncover the
nuances of country-specific contexts.

6. Realisation of Higher Value Added of
Agricultural Products

Despite several positive market indicators, including
steady population and economic growth and deeper
regional and international economic integration, the
agro-food market in Southeast Asia faces several
unresolved issues, such as the low income of small-
scale farmers. However, these challenges can be
partially addressed by making improvements to
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food value chains (FVCs), including the production,
processing, circulation, and trade of agro-food
products, from both institutional and technical
aspects.

ASEAN has recognised that poverty reduction and
food security are critical issues related to the agro-
food sector. In fact, the improvement in FVCs is an
important measure for both poverty reduction and
food security. There is a wide range of potential
strategies to improve FVCs even if they are only
applied at the domestic level. While the term 'FVC' is
widely used, its evaluation scale is ambiguous. A series
of studies on global commodity chains and GVCs
since the 1990s has provided analysis of governance
or non-market coordination of economic activity.
The evaluation method of value chain analysis has
obtained various analytical footholds, including the
distribution of profit, non-economic values, and
sustainability — especially in the context of agricultural
value chains and value chain development. This
project aims to contribute to economic development
and poverty reduction, particularly in rural areas,

by providing practical information to policymakers
based on FVC assessment in ASEAN countries, with a
focus on FVCs around small producers. The analysis
will clarify the current situation of FVCs, and identify
specific obstacles to, and appropriate measures for,
the development of efficient FVCs in selected ASEAN
countries.

Three reports from this project have been produced
as ERIA research project reports and were highlighted
by ERIA's President at the 41st ASEAN Ministerial
Meeting on Agriculture and Forestry events in October
2019. Prof. Nishimura delivered a presentation to
explain several key points of these three reports: In
the country review, ERIA analysed the exports of each



agriculture and food product toward ASEAN Member
States, and based on the list of competitiveness

of each product we can obtain the evaluation of
individual products which give rise to the question of
how to efficiently increase productivity in the context
of economic integration in the region’.

7. Understanding the Economic Effects of
Financial Inclusion in ASEAN and East Asia

This project examines the causes and consequences
of inequalities in financial inclusion, and the
concomitant policy implications, paying particular
attention to the effects of financial inclusion on
economic prosperity and well-being. Recent scholarly
work has examined the determinants of financial
inclusion, but the focus of this project is firmly on
understanding the economic consequences of
expanding financial inclusion and its relationship to
the key policy challenges of poverty reduction and
income growth. The project will also consider the
effect of financial inclusion on other development
indicators such as health and education, gender
issues, and social capital.

In a relatively short period, financial inclusion has
become a dominant issue in financial development,
economic policy, and inclusive growth. The world
has made some progress in enhancing access to
formal financial institutions. Globally, in 2017, 69% of
adults had a bank account, an increase from 51% in
2011. The number of automatic teller machines per
100,000 adults globally increased from 41.6 in 2011
to 53.5in 2017. Despite substantial gains, barriers to
complete financial inclusion exist. Globally, in 2017,
a significant number of adults did not have access
to a bank account because financial services were

too expensive (18%) or too far away (13%). Despite
advances in the degree to which financial services
were provided digitally, and through the internet, only
25% of people aged 15 years and above used a mobile
phone to access a bank account, 22% used the
internet to pay bills, and only 4% used mobile money
services.

The objective of promoting greater levels of financial
inclusion has been embraced by many nations across
the development spectrum. The World Bank considers
financial inclusion as an enabler for at least seven

of the 17 United Nations’ Sustainable Development
Goals. Financial inclusion and its associated policy
implications are an important issue for ASEAN. They
are explicitly presented as a key element (element

A4) of the ASEAN Economic Community Blueprint
2025 and are related to some of the strategic
measures in the ASEAN Socio-Cultural Community
(ASCC) Blueprint 2025. More than 60 countries have
implemented or are seeking to implement national
strategies for financial inclusion that are designed to
expand opportunities for financial inclusion through
policies and regulations that support financial
development, the provision of digital financial services,
and financial literacy while being mindful of issues
around consumer protection and the stability of the
financial sector.

In light of growing interest on the topic, there is a
need to explore issues surrounding the measurement
and impact of financial inclusion, as most of the
current work has focused on its determinants. Due to
the wide availability of survey data, it is now possible
to explore these issues quantitatively to inform
policymakers.

ANNUAL REPORT 2019 @




Research & Research-related Activities

Pillar 3: Sustainable Economic Development

1. Enhancing Productivity of Domestic Private
Firms: Industrial Location and Linkages

Since 1986, Viet Nam has transformed itself into
one of the world's fastest growing economies.
With average annual gross domestic product (GDP)
growth of 6.8% during 1990-2016, the country

has lifted itself out of poverty and reached lower
middle-income status. However, the development
process still requires closing the income gap with
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more advanced nations. Gains from productivity,

the third momentum for growth, are limited and
have diminished over time. There has been concern
about the middle-income trap if Viet Nam is unable
to maintain its high growth rate during the coming
decades. In addition, the country now faces a
fundamental challenge: how to generate sustainable
productivity growth.
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Stagnation of productivity growth is particularly
worrisome for the domestic private sector, and

the labour productivity of domestic private firms
has been trending downwards since the early
2000s. Most domestic enterprises are small and
lack resources to go global. Their market is limited,
while manufacturing exports are dominated by
foreign direct investment (FDI) firms. The FDI sector
accounts for 50% of revenue and about two-thirds
of export turnover. However, despite the strong
presence of foreign firms and the exponential rise
in the number of private local firms, interaction
between these two players is weak. Only half of FDI
intermediate inputs are purchased domestically. Out
of these, most are sourced from other FDI firms.

To design an appropriate development agenda for
the private sector, it is necessary for the Vietnamese
government to consider the opportunities and
challenges of globalisation’s ‘third unbundling’,
triggered by technological advances, especially
artificial intelligence. For Vietnamese firms to
improve their productivity in this new era, innovation
and skills upgrading are of great importance. To assist
this goal, Viet Nam should make use of its abundant
FDI by facilitating FDI spillovers and linkages. As such,
industrial agglomeration — a concept closely related
to inter-firm transactions — is an important channel
to connect the two sectors.

In Viet Nam, trade and investment liberalisation
policies have stimulated the formation of industrial
clusters. By 2014, the country had established

292 industrial zones and three export processing
zones. However, the efficiency of those clusters

in enhancing local firms’ productivity as well as
human resources development remain guestionable.
Analytical studies are scarce and do not provide a

consistent picture of the benefits local firms and
workers have reaped from their foreign counterparts.

2. Technology and Jobs in East Asia

The world is witnessing an unprecedented pace

of technological progress. The Fourth Industrial
Revolution, a concept encompassing the application
of smart technology to economic activities, is
predicted to exert a profound impact on the global
economy by enhancing productivity and efficiency,
as well as encouraging the exchange of ideas and
improving life’s conveniences. However, besides the
benefits, there has been growing concern about the
disappearance of some occupations and jobs. The
displacement of workers increases income disparity
and threatens social stability, thus posing a challenge
for inclusive growth. Therefore, the question is how
to take advantage of this new wave of development
and at the same time to prepare workers for
unfavourable changes, if any, in the labour market.

Theoretically, technological progress can either
complement or substitute workers and skills.

In addition, production expansion as a result of
technological improvements could lead to rising
labour demand. The net effect of technology on
employment is thus not clear-cut, with the answer
remaining an empirical matter.

Against this backdrop, this project aims to deepen
understanding about the relationship between
technology and jobs by providing further empirical
evidence in the case of East Asian countries.
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Research & Research-related Activities

3. Distributional Effects of Disasters on Food
Security in ASEAN

The ASCC Blueprint and EAS statements clearly
recognise the need for concerted efforts to address
natural disasters and climate change; and their
impacts on socio-economic development, health,
and the environment. The AMS agreed to implement
11 related actions based on the principles of equity,
flexibility, effectiveness, common but differentiated
responsibilities, and enhanced institutional
capabilities. Ensuring adequate access to food for

all ASEAN peoples is also identified as a priority for
ASCC blueprint implementation. However, both
climate change and the increasing number of
natural disasters are affecting regional and local food
security.

Why are the AMS not investing more in disaster
resilience, especially given the prevalence and rising
cost of disaster events? This may be due to the fact
that decision makers in governments, businesses,
and households tend to focus on avoiding

losses from disasters; and perceive the return on
investment as uncertain — and only realised if a
somewhat unlikely disaster event actually happens.
Effective policy actions require sector-specific
damage and loss data for agriculture and trade
ministries. The national strategies of AMS on disaster
risk reduction and climate change adaptation which
support resilience must address the types of disasters
with the greatest impact on the agricultural sector.
Governments must design measures specific to the
crop, livestock, and fisheries sub-sectors; and be able
to adopt more systematic strategies that counteract
the impact of disasters on agricultural sectoral
growth and development, and national and regional
food security.
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Nevertheless, there should be business rationales
for climate change adaptation and disaster risk
management based on the multiple dividends of
resilience. Actions should look beyond avoiding
losses (the first dividend) to wider benefits to be
gained independently of whether or not the disaster
occurs. These include unleashing entrepreneurial
activities and productive investments by lowering
the looming threat of losses from climate change,
and enabling farmers and supply chain actors to
take positive risks (the second dividend); and co-
benefits of resilience measures (the third dividend),
such as flood embankments that double as roads, or
drought-tolerant crop varieties that maximise crop
yields. The no-regret adaptation strategies should
also reflect recent efforts to build a stronger business
case for resilience in the private sector, including the
insurance industry.

This project produced a two-set volume titled
Towards a Resilient ASEAN — Disasters, Climate
Change, and Food Security: Supporting ASEAN
Resilience (Volume 1) and Advancing Disaster
Resilience and Climate Change Adaptation:
Roadmap and Options for Implementation (Volume
2) — in December 2019. Climate change tends to
increase the frequency and intensity of weather-
related natural disasters, which puts many people

at risk. ASEAN is more vulnerable to these risks than
any other region due to its dependence on natural
resources. Economic and social impacts further
increase the vulnerability of FVCs and isolated
communities, and tend to slow down development
and increase disparity nationally and regionwide. This
book addressed the distributional effects of disasters
and climate change on food systems, people, and
places — introducing concepts of resilience and
methods for analysis; and illustrating roadmaps



for adaptation at the local, sectoral, national, and
regional levels.

The chapters in the first volume set the stage by
focusing on climate change and disasters and by
broadly exploring their economic consequences.
The detailed assessments and analyses embedded
in the chapters covered a wide range of impact
categories, including agriculture, livestock, fisheries,
and urban sectors; and sought to identify the
immediate actions that need to be taken by ASEAN.

The chapters in the second volume discussed
response mechanisms to climate change and
disaster resilience in terms of sectoral preparedness,
information sharing, institution building, and financial
resource mobilisation. Based on a review of country
experiences, this volume also presented a mid- and
long-term roadmap for climate change adaptation
and contained guidelines for integrating climate
change vulnerability, disaster risk reduction, and
international targets into everyday planning and
implementation processes.

4. International Trade of Recyclable Waste

China has been the biggest importer of plastic
waste and other recyclable waste for more than

10 years, and in 2016 imported more than half of
the internationally traded plastic waste. However,
China revised its NTMs on some types of recyclable
waste in 2017. For example, a ban was imposed

on importing plastic waste (excluding plastic waste
generated in production processes) and unsorted
wastepaper, with effect from the end of 2017.

In a workshop of the Asian Network for Prevention
of Illegal Transboundary Movement of Hazardous
Wastes held in Hanoi in November 2017,
representatives of ASEAN nations stated that the
Chinese import restriction might has a negative
impact on some types of recyclable waste going to
ASEAN countries. Trade statistics in 2018 showed

a decrease in imports of plastic waste by, and an
increase in imports of plastic waste in, Southeast
Asian countries such as Malaysia, Viet Nam, Thailand,
and Indonesia. Increased imports of recyclable waste
may stimulate investment in the recycling industry

in ASEAN countries. However, problems have been
observed - illegal imports of plastic waste; and
improper treatment of residual waste from plastic
recycling, including open burning of non-recyclable
plastics. Governments are trying to restrict imports of
plastic waste, particularly of uncleaned and unsorted
plastic waste. China also now restricts imports of
mixed wastepaper, while imports by Indonesia and
India have increased.

This project will identify the impact of Chinese
regulation on the international trade in recyclable
waste, and on recycling industries in surrounding
Asian countries — particularly in Indonesia, Malaysia,
Thailand, and Viet Nam. Appropriate trade restrictions
and other related policies are also discussed.

The enforcement of pollution controls for the
recycling industry — particularly the plastic recycling
industry — should be strengthened. Quality control
of imported plastic waste should be institutionalised
and enforced. Import regulations should take into
account differences in the quality of recyclable
waste. China announced that it will prohibit imports
of waste metals from July 2019. Scrap metal imports
may also be increased in ASEAN countries.
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Research & Research-related Activities

5. Towards Sustainable Indonesia’s East—West
Maritime Nexus for Seamless Connectivity
and Development

The Indonesian government has an interest in
determining the future of the Pacific and Indian
Ocean region. President Joko Widodo introduced
the 'maritime-axis doctrine’ — a five-pillared marine
doctrine covering sovereignty, sustainability,
prosperity — in his speech at the 2014 EAS. At that
time, however, Indonesia faced significant challenges
in improving its maritime sector, particularly its sea
infrastructure. Large-scale transportation of goods is
conducted by sea, so sea infrastructure is a crucial
factor in growing trade. Connectivity between ports
and the hinterland is also vital in ensuring the system
is sustainable.

ANNUAL REPORT 2019

The government has established several special
economic zones in eastern Indonesia that are
expected to become growth engines in the area. The
growing economic outputs, particularly from eastern
Indonesia, will be supported by this nexus, and this
growth will reduce the need for subsidies in sea

tolls in the eastern region. The study aims to identify
the economic and welfare impact of Indonesia’s

sea toll programme — subsidised sea transport
logistics — for eastern Indonesia, and examine
possible improvements for hinterland connectivity.
This connectivity is aimed at accelerating economic
growth in eastern Indonesia to ensure the sea

toll programme is sustainable. The study will also
formulate complementary policies to increase the
performance of the sea toll programme.
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Energy-Related Research

1. Securing Resilience of Nuclear Infrastructure
Against Severe Natural Disasters

Many natural disasters hit Asian countries each year,
some causing serious damage. A huge typhoon

hit the Philippines in September 2018, while a
7.5-magnitude earthquake in Sulawesi, Indonesia
killed many and caused economic loss in October
2018.

Several Asian countries are considering building
nuclear power plants to meet rapidly increasing
energy demand. If nuclear facilities are damaged

by natural disasters, there is a high risk of more
serious damage — the release of radioactive material
— than at other types of power plants. It is therefore
extremely important to share information in order

to prepare for the impact of natural disasters on
Asian nuclear facilities. Information sharing will allow
count