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ABSTRACT

Asia will become the center of global economic dioim the 21 century. No one would dispute the fact that the
economies in Asia as a whole possess the greabésttial for economic growth in the world. Takingta
account the demand and supply condition of enemgyadrtheast Asia, the role of energy will assumeatgr
importance for this region in the 2¢entury.

Three years have elapsed since the terrorist atiacBeptember 11 in 2001, the aftereffects of thentestill
have a major impact on the situation in the Midgest, and they may trigger a change in the pdlistracture

in this region

The world relies on the Middle East for some 3Ccpat of its crude oil production. Moreover, some-tlirds

of the world confirmed oil reserves are found iis ttegion. Although crude oil production in Asiada®ceania
accounts for around 10 percent of the global tdtajr confirmed oil reserves account for no mdrant 4
percent.

In the 2%' century, when the risk for energy security becomese urgent and important than at any time in the
past, it is not possible for any single countrydgspond alone to the challenging issues surrourslieggy and
electricity, and there is thus a need for closermmdtional cooperation in and effective responseprojects
concerning the development of new energy resowtdso forth.

The second challenging issue is environment. Wigitstironmental issues encompass both local andablob
problems, international cooperation is criticadlifthe issues are to be surmounted.

How to deregulate energy and power market in tiggoreis also an important issue. It is importanb&ar in
mind that deregulation is ultimately only a meamam end and that it is not the goal in itself.

COMMENT

| am very honored to have been invited to makemangentary in this session.

I am very much confident that Asia will become temter of global economic growth in the
21 century. Although, regretfully, | am unable to ex$swith any confidence that Japanese
economy will recover in the near future, no one ldadispute the fact that the economies in
Asia as a whole possess the greatest potentiadréawth in the world. Having said that,
inexpensive and stable supplies of energy and paweecritical, when this powerful growth
potential can be realized. In this context, the mfl energy will assume a great importance for
the Asia Pacific region in the 2tentury.

Ensuring cheap and stable supplies of energy istamal objective in energy and power
policies in modern world. However, as all of yoatlgered here today are well aware,
attaining this objective is by no means as simplé sounds.
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For the first instance, it is necessary to mentioa issue of energy security. The terrorist
attack on the US on September 11, 2001 and thengnsonflict in Afghanistan and Iraq
radically altered the world’s perceptions of seyum relation to energy supplies. While
two years and three months have elapsed sincettdek athe after-effects of the event still
have a major impact on the situation in the Midgést, and they may trigger a change in the
political structure in this region

The world relies on the Middle East for some 3@pat of its crude oil production. Moreover,
some two-thirds of the world’s confirmed oil reses\are found in this region. Although crude
oil production in Asia and Oceania accounts foruatb10 percent of the global total, their
confirmed oil reserves account for no more thareegnt. There are expectations for natural
gas, but the share of confirmed usable depositshén region is less than 7 percent.
Accordingly, since Asia’s dependency on extraterid energy supplies is increasing,
measures to ensure energy security will inevitddg@lgome a high-priority policy assignment.
Threats to stability in major oil producing naticar® also a matter of primary concern for the
countries in Asia. (Especially in North East Asizxluding China, economies depend on the
Middle East for the majority of its crude oil sugd, and their dependency have become
increasing in recent years. Thus, precariousmeske supply of crude oil would directly
lead to economic instability.

The Northeast Asian region will be faced with batherall shortage and geographically

problematic distribution of energy resources, asrgyn demand is predicted to increase
steadily due to continued overall economic growftthe region. In particular, since oil supply

in Northeast Asia is highly dependent on exteroarses, especially the Middle East, energy
security risks and concerns in the region wouléljikncrease. Consequently, the imbalance
between energy supply and demand is likely to bg lasting.

In the 2£' century, when the risk for energy security becomese urgent and important than
at any time in the past, it is not possible for amygle country to respond alone to the
challenging issues surrounding energy and elestriaind there is thus a need for close
international cooperation in and effective respsriseprojects concerning the development of
new energy resources and so forth.

The second challenging issue on energy and powhlichwcannot be ignored, is the
environment. Environmental restriction on fossilelfuconsumption will be imposed to
attenuate the effects of acid rain and global wagnm 21st century. Especially, the expected
increase of energy consumption to accommodate ¢bhaoenic growth of China will have
major effects on the balance of energy supply andrenmental issues. Indeed, China will
shape the new dynamics of political and economiteraction with the large Middle
East/Central Asian suppliers.

Whilst environmental issues encompass both local global problems, international
cooperation is critical if all the issues are to dagmounted. Moreover, in the midst of an
increasingly environment-conscious world, the deascon for a new lifestyle. The new
lifestyle will replace the American-style consunopticulture that symbolized the affluence of
the 20" century, with the aim of creating an oil-free sigi Efforts are already being made
to develop new energy-related technologies inclydiquefaction of coal and fuel cells. In
order for these new technologies to diffuse in®niarket, it is necessary to develop a supply
infrastructure for the comparatively clean natgas. | am sure that everyone will easily find
the importance of global cooperation in this talsk a
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The last but most pressing issue is how to proniséederegulation of energy market, in
particular gas and power market. Given that deegguls of energy sector is necessary to
ensure cheap supplies of energy, privatization @mckgulation in the gas and electricity
markets have been promoted in many countries inAtsia Pacific region following the
western countries. When we introduce liberalization in energy markeat, particular
electricity market, we must be careful about thie@$ on investment. Although I, as an
economist, would like believe that functioning caetipve markets should stimulate
investments where needed through price-signals,t me@stern countries have stopped
building new nuclear power stations which take lemdpuild. | also would like to point out
that US and European electricity industries dracadl§i have cut not only number of
employees but also R&D investments to reduce praglucosts since the introduction of
deregulation. Furthermore, it is well understooat ttheregulation and liberalization of energy
market has environment impact. It is importantbwar in mind that deregulation is
ultimately only a means to an end and that it isthe goal in itself.

In considering the economic and energy situatiorNoftheast Asia, the importance of a
stable growth in electricity supply and mitigatiofits environmental impact will be among
the key challenges facing the Northeast Asian Redgiothe 2% century. Sound electricity
policies can bring together various issues on ma#onal cooperation, economic growth and
energy security leading to long-run prosperityhia tegion. The inter-fuel substitution in the
electricity sector is one of such key policy deterants Under these circumstances, the
Northeast Asian electric utilities have reached@amantous historical milestone: They need
to plan on how to meet effectively the energy alettecity challenges in Northeast Asia in
the 2% century through international cooperation in egemgsource development projects
and electricity industry productivity improvemenmtategies.

All these facts and issues mentioned above leathg¢oconclusion that international
cooperation is and will be very important to solhe problems we are face with. And |
believe that this kind of cooperation in the enesggtor will be a great step to create the new
energy community in Northeast Asia.



