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Ladies and Gentlemen, thank you very much for coming, We
are very lucky to catch a very busy person, Prof. Richard Baldwin,
here in Osaka today. He has been a professor at the Graduate

Institute of International and Development Studies in Geneva. His

specialty is international trade, geography, and other fields in
economics. As already Miyahara-san mentioned, he wrote one book published in 2016
titled, ““The Great Convergence.” I think this is a very important book when we talk about
the international division of labor between the north and south particularly, or in the context
of Hast Asia, Japan and others versus China, ASEAN. So, when we talk about Asia and
integration, his book gives us a very important insight on that.

Now, his research has really extended to the digital economy. We are supposed to
have a quite different international division of labor with a digital economy. I think his talk
today is a sort of combination of two books. Actually, his next book is coming out right
now, on digital economics, so his talk is a combination of two books. It is a very precious
occasion to have his talk, so we would like to keep the longest possible time for his talk. He
can talk for 50 minutes, and then after that, two commentators will follow. This is Richard

Baldwin; please give a big hand.
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Keynote by Prof.Richard Baldwin
(Professor, Graduate Institute of International and Development Studies)

Thank you very much for those kind words of
introduction. I want to thank APIR for giving me this
opportunity to share my ideas with this very important
audience. I should also apologize that I always feel

nervous when I speak in front of people who do real

3| work for a living. I have never had a real job in my
whole life; I have been in academics. When I speak to people who have to do well or do
something else, I sometimes feel nervous that maybe I am not talking about the reality.

The alternative is that I have had a lot of time to think about things that you do not
have time to think about; think about changes in the global environment and how we should
think about those things. So I hope today I can contribute some outlines that may help you
organize your thinking about the real world. That is the spirit in which I offer this. I do
not really know all that much about how to actually do business in Asia, or anything like that,

but I am going to try and provide a way of thinking about it.

VFr—F - FFD wwmnn

THE GREAT
CONVERGENCE

Information technology and the New Globalization

BOOK BY RICHARD BALDWIN
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Just to get started, as you heard, I published a book in English in 2016, The Great
Convergence, and it came out in Japanese this year. So the first part of my presentation
will be about the first book, “The Great Convergence” and then the second part will be
about the new book which is more about future globalization.

We only have 50 minutes, but in these 50 minutes I want to change the way you
think about globalization; not to entirely revise everything you know, not to reject what you
learned in university and what you know from your experiences in reality, but rather to

suggest that we need a broader framework for thinking about globalization. I think today’s



globalization is very different than the globalization that we knew in the past. I think future
globalization will be very different yet again. The trouble is many people are thinking about
today’s globalization and future’s globalization, using mindsets that were developed to
understand 20th century globalization. That is leading them to make some mistakes, some
very classic mistakes we are seeing going on in the United States, the UK, and a number of
other countries, where they are trying to address 21st century globalization problems using
20th century globalization thinking,

In the very first part of the talk, I want to convince you that globalization changed
radically. The reason I want to do this is because I think many people have started to think
that globalization always has been, always will be some sort of force of nature; but that is
not true. It has changed radically twice in the past, and I think it is going to change radically

in the future. So I am going to start out trying to make that argument.

Globalisation changed radically (twice)

Shares of world income

m e > 19
100% { 1820 J{ 1900 |

China + India
Year 1000

80%

60%
|

40%

G7, Year 1000
20%

[ J
0%

I o S e R S SR

The way I am going to make the argument is by using this chart, which shows the
share of world income on the vertical axis, and the timeline on the horizontal axis going way
back to the year 1000; all the way up to the most recent years. 1 am going to follow to
groups of countries: India and China on one hand, and the G7 on the other hand.

If you go back to the year 1000, India and China accounted for about half of world
GDP, because they accounted for about half of the world’s population. Back then, in the
year 1000, there were not important per capita income differences around the world.  Pretty
much everybody was poor and agrarian. Most everybody in the world was one or two bad
harvests away from starvation. Of course there were princes, priests, and pirates who were
rich; and we read about those in history, but the vast majority of people were poor on the
edge of starvation. The G7, back in the year 1000, accounted for about 10% of the world
population and 10% of GDP. This data by the way comes from Angus Maddison.

If you run forward to the 17th century, you can see not much changed. India and



China’s share remained about half, and the G7 share rose gently; mostly because the G7
population rose. Then globalization changed radically. As you can see, from about 1820
which is when economic historians date the beginning of modern globalization, the G7 share
started rising relatively rapidly, and over 170 years it rose from a fifth to two thirds of world
income. That is what historians call “the Great Divergence”. Itis what created the world
we know now, where most countries are poor and a handful of countries are rich. That
world got created during this, what I would like to call old globalization.

As you will have noticed, something radically changed in globalization around the
late eighties, or early nineties. The green dots turned around from rising to falling. In 25
years, it went from two thirds of world GDP to under one half. The level now is back
where it was in the 1900s.

Here is the thing. People are trying to think about the green dots going down
using the models, the mental framework, and the mindsets that were established to
understand the green dots going up. I would submit to you, that if you think the world is
working like it did when the green dots were going up, you will misunderstand what is
happening to the world right now as the green dots are going down.

What I want to do is offer a broader perspective that helps us understand how and
why globalization changed radically in the past. And at the end of the talk I am going to
use that framework to conjecture about how globalization could change in the future.

I have written about this since 2006. I have published papers with mathematical
equations, very complicated things; nobody liked those papers, nobody read those papers.
So I have decided to simplify to clarify. I am going to suggest a very simple way of thinking
about globalization and why it changed. Since it is simple, it will miss many elements, but

that is the point. If you try to take account of everything, you end up understanding

nothing.  You have to simplify to clarify.

Globalisation as arbitrage

* Goods
* Knowhow

* Labour

Here is my simplification.  Globalization as arbitrage. What I mean by arbitrage
is that things are sometimes cheaper and better in one country, than they are in another.
Anytime relative prices differ across countries, there is an arbitrage to be had, and

globalization is driven by companies who buy things or make things in countries that are



good at making them, and they sell them elsewhere. Because it is a relative price difference
there is always something to sell back the other way.  So in essence, globalization is arbitrage
on relative price differences.

Our mainstream framework for thinking about globalization focuses only on goods;
arbitrage on goods, imports and exports. But there are other things to arbitrage. Know-
how is very different across nations, and labor is the one that is most different across nations;
the price of labor differs across nations to a far greater extent than the price of capital or
technology or goods. What I am going to argue is that first goods, then know-how, and

then labor services are how globalization is changing,

Globalisation as arbitrage is constrained Globalisation: Past, Present, Future
by three costs g

Face-to-face costs

) LABOUR - « Future Globalisation »
(costs of moving people)

I want you to think about globalization as arbitrage as being constrained by three
costs. Trade costs, which is the cost of moving goods; and that has been the primary focus
of 20th century thinking about globalization. There are also communication costs, which
constrain the arbitrage, especially of moving ideas. And there are face-to-face costs, which
is the cost of moving people, which prevents arbitrage in labor services to a very large extent.

I would invite you to think about arbitrage in goods as the old globalization, from
1820 to 1990. And I would like you to think about arbitrage in know-how as the new
globalization, which is what has happened from 1990 until now. I would like you to think
about future globalization as arbitrage in labor services, in a way that I will explain later on

in the talk. I like to call this “the three cascading constraints view of globalization”.

Focus on 3 costs that form 3 constraints on globalisation

e
Face-to-face costs 3 AV
(cost of moving people) {

In essence, these three costs are three constraints on globalization.  First, goods’



cost came down and relaxed one constraint, but not the other two. Then, the second
constraint was relaxed by ICT, but the third constraint remains. I will argue at the end of
the talk that digital technology will relax the third constraint, and thereby change
globalization again.  So in a nutshell, that is the story.  Old globalization meant goods’ cost
coming down, but communication and face-to-face costs not. Then the ICT revolution
allowed knowledge to cross borders and that completely changed the nature of globalization.
And in the future, digital technology will allow arbitrages in labor services, which will change
globalization yet again.

Okay, now the way I am going to explain this framework is not by some sort of
theory; I am going to explain it by going through 170 years of globalization history, relatively
quickly, using this framework to organize how and why globalization changed and how its
impact on the world changed. Since we have to cover 170 years in about six minutes, I will
be skipping some of the less important details. Actually we have a choice to be made here:
either I can talk really fast or I skip some details, what shall we do? Okay, I think I know
what I should do.  Alright.

(LG T A Sl om e e coverocr

AROUND 1820 AD GLOBAL R
Steam Revolution & Pax Britannica lowered the cost of Low trade costs made high volume trade feasible;
moving goods Comparative advantage made it profitable

So globalization around the 1820s, the Steam Revolution and Pax Britannica
lowered the cost of moving goods; it also of course lowered the cost of moving ideas and
moving people, but by not as much.  To simplify, to clarify, I am just going to say trade costs
came down, communication costs and face-to-face costs did not.

Low trade costs made high-volume trade feasible; comparative advantage made it
profitable. So before globalization, production and consumption were spatially bundled,
basically at the village level. People were tied to the land, since that is what most people
did, they grew food; and if those people needed anything produced, it pretty much had to
be made within walking distance, since it was so expensive and dangerous to move anything
anywhere.

When trade costs came down, it become feasible to buy goods made far away; and
the differences in price led to an arbitrage where countries specialized in what they did well,
and imported the rest. That is how trade grows. In essence, when production and

consumption happen in different countries, you get trade. That is the traditional



conceptualization of trade. Trade costs come down, production and consumption
unbundle, and we get globalization. That is what I call the first unbundling; the unbundling
of production and consumption.

As markets expanded globally, production clustered locally to reduce
communication costs, not trade costs. So before the globalization, we had many small
production facilities, because they were selling to very small markets. Once the world
economy opened up, it became worthwhile to adopt very scale-intensive, very large-scale
production techniques, because you were selling to the whole world. Those techniques are
very complex; in order to save on face-to-face costs and communication costs to allow
coordination, the production was bundled spatially in factories and industrial districts.
Another way to think about it is when England opened up to the world, most of England
deindustrialized, but Manchester industrialized enormously. All those mill towns shut
down and they moved to tightly cluster in factories and industrial districts, and that mattered.

Micro-clustering fostered innovation, and ignited the bonfire of innovation and modern

growth.
D GLOBAUSATION OLD GLOBAUISATION
As markets expanded globally, production clustered locally Micro-clustering fostered innovation & ignited bonfire of
(to reduce communication costs, not trade costs) innovation & modern growth
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Before globalization, production was much dispersed and very small-scale, and that

reduced the demand for innovations, because if you were only making horseshoes for twelve
families, an innovation that saved costs was not worth very much. Moreover, since you
were the only blacksmith in the village, you did not have people to share ideas with.
Therefore, both the supply and demand for innovation were low when production was
dispersed. Once production became clustered, the bonfire of innovation lowering costs,
which was really worthwhile because you were producing at such large scales, raised incomes
and increased the demand for innovation. Moreover, since you had so many people in the
same place within walking distance thinking about the same problems, the supply of
innovations also increased. That is why modern growth picked up just about the time
globalization took off; because selling to the world market, because the trade cost constraint
came down, when the communication cost did not come down, led to a micro-clustering of
production, which started this innovation-income growth-innovation cycle, which drives

modern growth and continues today.



Because there was high communication cost, it meant G7 innovations stayed in G7
nations, and know-how imbalances appeared. Since it was so hard to move ideas, the
innovations that were coming from the growth in the G7 countries, stayed in the G7
countries.  That is why the green dots went up.  Innovations, advancements in
manufacturing, and rising incomes happened in the rich countries, but did not spread to the
rest of the countries. This story is trade costs came down, communication costs did not,
and explains “the Great Divergence”. It triggered innovations in the rich countries, and
those innovations stayed in the rich countries, creating the world we know now where very

few countries are rich, and most countries are poor; and have been that way since the 1800s.

OLD GLOBALISATION
High communication costs meant G7 innovations stayed in

G7 nations; Knowhow imbalances appeared

I will skip this in the interest of time; this just shows the deindustrialization and
industrialization.

That explains this segment here. I have explained why it took off there and why
it led to “the Great Divergence”.

New globalization was triggered by a revolution in information and
communications technology. Remember, during the Great Divergence, a very large
imbalance on know-how appeared. So a new arbitrage opportunity appeared, but it was
technically difficult to take advantage of, because it was hard to move ideas across counttries;

or more particularly, it was hard to move manufacturing technologies to other countries, and

still keep control of it.

9 ICT REVOLUTION LAUNCHES THE ‘NEW GLOBAUISATI
Revolution in information & communications technology Lower communication costs made offshoring feasible; Vast
(ICT) lowered the cost of moving ideas wage differences made it profitable

AROUND 199

Information and communication technology, or ICT, lowered the cost of moving
ideas. So now we have a low cost of moving goods, a low cost of moving ideas, but still a

high cost of moving people. Lower communication costs made offshoring feasible; vast
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wage differences made it profitable. Before, when we had this micro-clustering, the micro-
clustering was there to conserve communication costs; in order to make it easy to coordinate
this complex activity, it was all clustered together in a small area. With ICT, for the very
first time it was feasible to separate the production stages and put them in nearby developing
countries, and still have the whole process work together.

Think about it. I can see in the audience here, many of you are more or less my
age, so many of you will have organized complex things with air mail and fax. When I
started in 1986 organizing conferences; there was no e-mail, there were no cell phones, there
was no web; it took a year to organize a conference like this because you sent letters out by
air mail, and you waited a week for them to get that, and then you waited another week for
them to respond, and then you called them up to see if they got the letter, but since they did
not have cell phones, you could only get them if they were actually in the office when you
called. So you would have to make several calls for each one.

In this world, think about what Bombardier is doing now. Bombardier makes the
tails of their business jets in Central Mexico, and assembles them back into planes that are
made in Quebec, Canada. Think about trying to organize that with air mail and fax. There
is just no way, that would work. What the ICT revolution did was open up a new form of
arbitrage that was just not practical before. Do not think of ICT as slightly lowering trade
cost a little bit. It enabled offshoring in a way that was not possible before. The fact that
the wage differences were so large, meant that it was profitable to do. But because face-to-
face costs are still high, it was done nearby.

We have Factory Asia, where Japanese companies are mostly offshoring parts and
components to East Asia; we have Factory North America, where North America is
offshoring to Mexico, and to a certain extent Canada; and we have Factory Europe, where
Germany is offshoring to Central Europe.  Itis not really global because the third constraint
still binds, but let us go on.

This by the way is why, you have heard about a million times, it has been going on
for 25 years. People try to focus on investment flows, or they focus production facilities,
or they focus on offshore jobs. But I like to suggest that that is focusing on the wrong
thing. There was nothing revolutionary about this picture. What is revolutionary is that
the ideas that used to happen inside G7 countries are now crossing borders. In essence,
the old globalization was goods crossing borders, now factories are crossing borders. That
meant that the ideas, that used to stay in G7 countries, in G7 factories, are now moving across
borders. In particular, to ensure offshore production meshed seamlessly, G7 firms
offshored know-how with the jobs. The revolution was the moving of the firms’ know-

how to the developing countries, not the jobs, not the investments, and not the factories; it
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was the know-how. In essence G7 firms, who owned the know-how, could for the first
time leverage their know-how with low-wage labor in nearby developing countries. That
made their knowledge more valuable, because they could exploit it in nearby developing
countries and at home. But it completely changed the nature of international competition.
In essence, it denationalized comparative advantage. The boundaries of competitiveness
are drawn by global supply chains, not just national boundaries, because technology is no

longer bound nationally.

To ensure offshored production meshed seamlessly, G7 The new ‘hi-tech-low-wage’ mix shifted manufacturing &
firms offshored knowhow with the jobs knowhow massively to a handful of developing nations

This is a point that I really want to stress, so let me try and do it one more time.
Many of us still write and think about high-tech countries and low-tech countries. Before
this second unbundling, before the factories unbundled, that was an innocent assumption.
But as you all know, the US, Germany, and Japan do not own technology. Itis US, German,
and Japanese companies who own the technology. We have companies with high-
technology, who used to be forced to exploit that technology at home. You could say
America was a high-tech country, because the companies in America were high-tech, and had
to stay there. Now they do not. Now they can take their technology and move it abroad,
and thereby boost the competiveness of their company, not necessarily boosting the
competitiveness of the country. So the degree of competition, the level of competition
has changed.

So this new high-tech low-wage mix, shifted manufacturing and know-how
massively to a handful of developing countries. That is important. ICT did not make it
possible for everybody in the world to know how to make cars, electronics, and iPhones; it
was where Apple put the factory to teach people how to make what was necessary. It was
directed, and it only went to a few countries. Only five or six countries saw their
manufacturing share go up rapidly; China above all. That is because the companies took
their technology to those countries and taught them to do things that would have taken them
decades to learn on their own.

It also created this, high-tech low-wages. That was not possible before. Before
the second unbundling, you made something with high-tech in high-wages in Germany,

Japan, or the United States; or you made it with low-tech in low-wages in South Africa, Brazil,
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India, or wherever; and in that world, usually high-tech high-wage won. Now, you can
manufacture things with high-tech and low-wages; not everything, but many things. That
shift is why global competition and manufacturing is completely transformed by offshoring
and outsourcing. We are in a completely different world when it comes to trade,
globalization, development, and competitiveness. We are in a world now where you have
to import or export. Companies have to offshore to low-wage countries to remain

competitive with each other.

RICHARD BALDWIN - T

OLD GLOBALISATION

Result: “The Great Divergence”
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This is the shares of global GDP, but I am sure many of you are familiar with China
going up, and the G7 countries going down, so I will skip it.

This is the big thing of the first part of the talk, that the new globalization is
different than the old globalization; in other words, the first unbundling of production and

consumption is different than the second unbundling, which is of factories.

Pre-ICT revolution, knowledge is ‘stuck’ in G7 Global value chains open a ‘pipeline’ for
globalisation as knowledge arbitrage

Headquarter Economies (G7)
Knowhow

Factory Economies Factory Economies %

High Tech + Low Wages Revolutionises World Manufacturing

Headquarter Economies (G7)

I want to explain it in terms of this arbitrage metaphor; using this infographic.
Pre-ICT revolution, knowledge is stuck in the G7 countries. Think about the world as
consisting of headquarter economies, say the G7; and factory economies, you can think of
China, if youwant. In the headquarter economies they have high know-how to labor ratios,
which supports high wages. In the factory economies they have low know-how to labor

ratios, which meant they had low wages. Before, there was no way to arbitrage that know-
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how to labor ratio because you could not move knowledge easily. Now you can.

Global value chains opened a pipeline for globalization as knowledge arbitrage.
Global value chains are allowing G7 firms to take their know-how from G7 countries and
apply it to low wage labor in factory economies. That was not possible before, and that is
why the impact of globalization changed. It is why from 1990 the world’s economic

geography completely reversed.

NEW GLOBALISATION

Result: The ‘shocking share shift’ in global manufacturing

So far, I have been talking about manufacturing, and I really have been talking about
the G7 countries who are losing shares of manufacturing; not value added but in relative
terms. A few countries, above all China, are gaining manufacturing in a new way,
industrializing in a new way. As you will know, many other developing countries have
started to grow rapidly. Countries who have nothing to do with global value chains, who
are not industrializing, and are in fact being deindustrialized by competition from countries
like China. I want to explain that in terms of a spillover effect.

The rapid industrialization and the “Commodity Super Cycle”. This
industrialization led to rapid income growth in six or seven countries, which included India,
China, Korea, Poland, and a number of other countries; about half of the world’s population
live in these countries that are getting the technology and rapidly industrializing. That rapid
industrialization sparked rapid income growth, and the rapid income growth increased
commodity demand and triggered a “Commodity Super Cycle”. The “Commodity Super
Cycle” meaning that many emerging markets grow fast due to high prices and booming
exports of commodities, not manufacturing, So many of the emerging markets are doing
it on commodities, not manufacturing; but at the heart of the whole thing is the new
movement of knowledge from rich countries to a handful of poor countries, that triggered
industrialization, which triggered the commodity cycle, which then brought along a lot of

emerging markets.
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RICHARD BALOWIN

NEW GLOBALISATION
Rapid industrialisation & the “Commodity
Super Cycle”

* Industrialisation

—rapid income growth of ¥ of humans
—commodity demand boom
—“Commodity Super Cycle”

Many Emerging Markets grow fast to high prices and booming
exports of commodities (not manufactured goods)

Just as an aside, I think it is important to distinguish between emerging markets that
do it on manufacturing and emerging markets that do it on commodities. There is a
tendency to say emerging markets, and they put them all together, but they are entirely
different things.

That explains “the Great Convergence”. In essence, it was a movement of

knowledge that increased incomes in developing countries rapidly.

RICHARD DALDWIN - THE GREAT GGy

NEW GLOBALISATION

Result: ‘The Great Convergence’
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Now I want to talk about the future. This is one of the first times I have presented
my new book. The title is “The Globotics Upheaval: Globalization, Robotics, and the
Future of Work.” It was available yesterday for the first time on Kindle, and it comes out

in two weeks in Europe, and in early February in the United States.
Here is the message. Digitech will transform future work via globalization and

robotics. Before I move on, and before you fall asleep or get lost in your Facebook accounts,

I want to summarize the second part of talk so you will really remember what it is about. I
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want to stress two things.

January 2019

RICHARD BALDWIN

Globotics and the o Digitech will transform
Future of Work biss /< future work via

globalization &
robotics (Globotics)

First, it is globalization and robotics. All of you, almost every day, read about
artificial intelligence and robotics, and how it is changing our world. Some of you believe,
some of you do not believe, but it is all about automation. But I am here to remind you
that digital technology will also transform globalization. In order to help you remember, I
invented an ugly but hopefully memorable word: globotics; which smashes globalization and
robotics, to remind you that digital technology is advancing both at the same time.

The second big thing I want to say before I go on and show you some slides is that
this is about the service sector, not the manufacturing sector. Many, many people are
thinking about the future of globalization, assuming it will be like the last one we have been
talking about. Globalization, in the last two and a half decades, actually the last two
centuries, has been mostly about goods; and it has mostly impacted the manufacturing sector,
and it has mostly affected factory workers. This is going to affect office workers. The
automation that is coming from Al, and the globalization that is coming through
international telecommuting, will affect the service sector, as well as the manufacturing sector.
These people, which I mean you, are not ready for it, because up until now service sector
jobs have been protected from automation because computers could not really think. Now
they can, increasingly so.

Moreovert, your jobs were protected from globalization by the high cost of face-to-
face. Most of you in the service sector, the service buyer and the service provider have to
be in the same room at the same time; at least frequently.  So the high cost of face-to-face
shielded you from arbitrage on wages. Digital technology is tearing down those barriers.
So direct arbitrage, in labor services, is coming to the service sector. People in the service
sector worry, they feel bad about globalization when a factory closes; “oh, it is so bad for
them, we should help share”. In the coming years, it will affect your jobs that is why I put
upheaval as the second word in my title.

When I give this talk, or various versions of this talk, people often think I am being
alarmist. They say, “Why should the future be so different? Why is digital technology

different than communication technology, which we have known for 25 years?” What I
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want to do in this first part of the second half, is give you four reasons why this time is

different.

#1. Coming
faster than
most

Why this time is
different?

believe

4 points

The first one is: it is coming faster than most believe. How fast?  When I try to
explain this to people, I used to explain about Moore’s Law, about how processing speed
doubles every two years; or talk about exponential curves. I found nobody understood;
nobody cared, it just went over their head. So today I am going to try something different.
I am going to go with an example, to show you just how crazy it is that our ability to process

information is doubling every two years.

Apollo 11  iPhone 6s Apollo 11  iPhone 6s iPhone 10

=@00 |

This is Apollo 11. It was the first spacecraft that landed a man on the Moon in
1969. It was guided to the Moon by one of the largest computers on Earth in 1969.  An
amazing feat, really. This is the iPhone 6S. It came out in 2015. It is also a powerful
computer. Do you know how much more powerful this computer is, than the one that
guided Apollo 11 to the Moon in 19692  Stop me when I get there. A hundred times? A
thousand times? A million times? A hundred million times? The answer is 120 million
times faster. Now that is amazing. Hundred-twenty million times faster between 1969
and 2015, but it gets more amazing. This is the iPhone 10. It came out in 2017, and it is
two and a half times faster than the iPhone 6S. If you think about that; that meant that
there was more progress in processing speed between 2015 and 2017, than there was between
1969 and 2015.  That is why it is coming faster than most people expect.

Most people use the past as a predictor of the future, but when things double every
two years, you just lose perspective; and guess what?  This year: 2019; Apple will come out

with another phone and it will be twice as fast as that. Which means it will be about a
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billion times faster than the computer that sent Apollo 11 to the Moon in 1969.  When you
see that kind of increment in processing power, things that seemed plausible but unlikely this
year, in two years will be everywhere. Like instant machine translation on your cell phone,
or computers that can check your passport reliably enough at the border to remove border

guards.

#2. Predictable but unexpected

i Illl

Why this time is
-~ ve never seen the
. @’ speed of change as it is

different #2

< today... If | could go
back ten years ...”
- Ex-CEO of J.Crew

The second: Why this time is different, is that it is predictable but unexpected.
One of the strange things, they call this digital disruption, and maybe some of the business
people in the audience will recognize that digital technology is disrupting the way things are
doing in business. It is a funny thing. Moore’s law has been going on since the 60s, and
it follows a very predictable path, but people still get disrupted by it. How can that be, that
it is predictable but unexpected. This is a quote from the ex-CEO of J. Crew; he said this
about six months before they added “former” to his title of CEO, “T’ve never seen the speed

2

of change as it is today... If I could go back ten years...” But of course he knew it was
coming, if he read about Moore’s law, which he surely did.

I have tried to develop a little diagram which helps us understand why we have a
hard time thinking about digital technology, which helps explain why so few people are
preparing forit. So I am going to do this in a diagram here. 1 am going to have progress
on the vertical axis, and years on the horizontal axis, just to chart the whole thing. I am
going to assert that this is how humans’ gut feeling about technological progress is; it is a

straight line.

Progress

Progress Humans’
‘gut’ feeling
about

Technological
progress

Humans’ brains evolved to track motion. In fact, all brains evolved to track

motion. When you think about it, anything that moves has a brain and anything that does

18



not move, does not have a brain. The thing is, our brains evolved to track motion in a
walking distance world; in a world where fast meant how fast you could throw a stone.  That
was about as fast as it got.  So our brains instinctively think about motion as linear, a straight
line. We think that tomorrow will be like yesterday, only a little more so. The change
between yesterday and today will be pretty much what you should expect from today and
tomorrow; a sort of natural thing. This is not when you are calculating and you are using
computer models, and you take account of exponential growth. But when you think about
the future, you do not calculate. You use your gut. Does it make sense that we will have
driverless cars in five years? Many people go “nah, no way. It will be 50 or 100 years.”
So when we think about technology, many of us, we use our gut, and our gut tends to
straight-line things. But that is not the way technology progresses.

Digital technology follows an exponential curve because it doubles every two years.
So when it first comes out, it is increasing, doubling and doubling, but because the base is so
small, it seems it does not matter. For decades electronic progress was not all that
impressive, but now, when processing speeds between 2015 and 2017 are as big as they were
from all of history, things really start changing fast. This thing rockets up. When the
actual technology meets the human way, we get what they call the “holy cow”” moment, where
business people go “Holy cow! I have never seen things changing so fast, as they did in the

past”, and they get disrupted.

Progress

Progress

“Holy Cow”

/ moment

Years

If you look here, we overestimate with our guts the impact of technology in the
short run.  People who know about technology, they make wild predictions about what is
going to happen, and then you get used to ignoring them. But over here, we underestimate
the impact of technology, because we are straight-lining the future. This flip between
overestimating and you are alarmist, to underestimating and you are disruptive, can happen
very fast; and I think it is happening right now. I think we are in our “holy cow” moment.

Third: Why is it different, is coming in ways few expect. 1 hope you like that
picture. Actually, I had to buy that one from the internet, so I hope you will appreciate the
banana-kiwi; you get it right? Okay. This is another one of these things, where I think

people are fundamentally misapplying the lessons of history to the future.
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#3.
Coming in
ways few

expect

When you think about how globalization will arrive, you naturally think about how
it has arrived in the recent past. When globalization of goods happened, you knew it
because a factory shut down and everybody lost their job; or the farm sector got wiped out;
or massive changes in the structure of the economy came through goods; but you could see
it. For example, there was a great book in 2017 called Janesville, which documented the
disruption to society, to a city in Wisconsin, when a factory shut down. The people in
Janesville knew what globalization looked like. It looked like a factory closure, and they
knew it happened. Thatis not the way future globalization is going to happen. Itis going
to happen like the “iPhone infiltration”.

I want to make an analogy between the way smart phones came into our lives and
the way digital technology will change future globalization, and it will come into our lives.
Many of you will have sat at tables where the family, everybody is on their cell phone; or
business meetings. It is worthwhile pointing out that the smartphones have completely
changed the way we interact with each other; the way we interact with our own cities; the way
work life works. We have had to invent new rules for these things, but here is the thing:
nobody decided to let that happen. There was no government report or white paper saying
smartphones will come in and change our societies; it just happened.

Seven or eight years ago, the iPhone was a portable phone with a short battery life,
a very good music player, and a web browser that was not much good, because there was not
much Wi-Fi. But one improvement at a time, one cost saving at a time, one convenience
at a time, it took over large parts of our life. It became our newspaper, our travel agent,
our social media, our e-mail, our wallet, and all sorts of other things. But nobody decided
to let that happen, and nobody even noticed it was happening until five years later when we
go “How did we ever get along without them?” The reason was that it was billions of
uncoordinated small decisions incrementally bringing this into the way we live. I think
future globalization will arrive in the same way. One department will decide to offshore
one service task or automate one task in an office, a little thing at a time, nobody will write a
headline about it, but the accumulation of unrelated things will eventually completely

transform our work lives through automation and globalization; and after five or ten years
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we will say “How did we ever get along without them?”

The fourth: Why this time is different; and I am going to speed up here a little bit.
Actually I am going to skip all of these things. This is physics, programming, and services.
I am going to skip those because I want to talk about the future of work. There are more
explanations for why it is different, but hopefully I have already convinced you that it is

different than it was before.

How will Digitech works via:
digitech

transform / Automation (Al)
work? - Globalisation (RI)

How will digitech transform work? The preliminary: digitech works through
automation, which I would like you to think of as Al, or artificial intelligence, and through
globalization, which I would like you to think about as remote intelligence. This will be
people sitting in one country, working in offices in another. So they are not artificial
intelligence, they are remote intelligence.

The first prelim is: think about tasks
Prelims:

) ) ) and jobs, not occupations. A common
Think tasks/jobs not occupations

misunderstanding is to say robots are going

to replace doctors; or robots are going to

Many jobs will go, but few
occupations replace all drivers.  Actually what both

(e.g. tractors & farmers) software robots and telemigrants are going to

do, is replace certain tasks in certain jobs.
They will change the nature of our jobs, but not displace occupations much at all. There
will be many jobs that go, but few occupations. Think about how tractors changed farming,
Tractors changed the nature of the tasks that a farmer does, but did not eliminate the
occupation of farming. The same thing will happen going forward.

What we have to do is think about what software robots cannot do, what they
cannot do in our jobs; because the future of work will be dominated by us doing things that
Al cannot. So to know about the future of work, you have to see what Al cannot do. 1
want to look at the limits.

As part of that, the sort of baseline, is that machine learning, and by the way
machine learning is a big thing, machine learning is what Al is really all about now, and if

you have not read about machine learning, you really have to because it is already
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transforming our lives, and will do so in the next few years in a radial way. In any case,
machine learning is the jet engine that is driving this workplace automation, but big data is
the jet fuel. You cannot run the engine unless you have the fuel. So the key thing in
understanding what Al cannot replace humans, is to know can you get a big structured
dataset; and if you can get a big structured dataset, Al will get very good at it and start
replacing humans.  If not, then not. For example, you have a question that is well
defined; like is this photograph a cat, or is it not? The outcome is very clear; the outcome
is yes or no. But many things in our work life, the question is not clear. Many of the
things that you are working with, you never really quite figure out exactly what was the
question. In many things you never really figure out what was the exact outcome. You
could never have a large structured dataset on tasks which are vague, and the outcome is
vague or continuously changing. So that is what you should focus on: can we get a big
structured dataset, and if the answer is yes, those tasks will be replaced; if the answer is no,

probably not.

Share of activity automatable with today's Al 1. Al limits

Predictable physical activities

Processing data

Colecting data Machine learning is the

Unpredictable physical activities

Interfacing with stakeholders jet e ngi n e, but big d ata is
Applying expertise .the jet fuel

Managing and developing people

100%
Source: MGl estimates

McKinsey Global Institute used that insight to calculate what types of work place
activities are automatable with current AI. It divided into these seven things: predictable
physical activities, processing data, collecting data, unpredictable physical activities,
interfacing with stakeholders, applying expertise, and managing and developing people. In
some sense, and you can see that is the decreasing automatableness of it, but it is also kind
of the most robotic things we do in our jobs, down to the most human things we do in our
jobs.  So I would like to characterize this; is that Al cannot do the most human things in
our jobs. They can collect data, deal with repeatable situations, but they cannot deal with
groups of people; they cannot manage, they cannot educate. We will still need humans to
deal with that, because the questions are never really clear, and the outcomes are never really
clear. In essence, the automation will leave us the most human tasks. When you think
about the future of work, whatever those jobs are, and we do not know the names of them,
but they will be invented, they will have to rely on human skills because the computers will

be doing everything else.
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2. Rl Tele-migration
People sitting in
one nation &
working in
offices in
another nation

Telemigration

RI, which I like to use the word telemigration, means people sitting in one nation
are working in offices in another nation. It is essentially international freelancing, or
international telework, or international telecommuting. The idea is that the economics will
make it profitable, because in essence globalization is arbitrage. The arbitrage on wage
differences is enormous; ten to one, twenty to one, but so far it has been technologically
impossible to arbitrage those differences because of the high face-to-face costs. Digitech
is making it possible by developing ways for remote people to seem less remote; to make it
easier to cooperate with people who are far away and integrate them into our offices. 1
want to talk about four ways in which that is happening;

. . 4 ways digitech fosters telemigration
Economics => profitable L 8

Digitech => possible , _
» Domestic remote work

» Freelancing platforms

»Advanced telecomms
»Machine translation

The first one is domestic remote work. In the US, in Europe, many people are
working say a half day or day from home; or when they are on a business trip, they participate
in the office work while they are on the road. To make that easier, our companies and our
setups are learning to use collaborative software like Slack or Basecamp, or project
management like Trello or Skype, and we are investing in telecommunication possibilities like
telepresence works, really good Skype screens, or bigger bandwidth; and we are learning to
work in teams where some of the team members are not there.  Up until now, most of that
has been domestic, but once your companies have rearranged things to slot in remote
workers, it will not take them very long to figure out that they could get part of your job
done for one tenth the price with a foreign telecommuting worker. The remote foreign
worker will never be as good as the domestic local worker, but he or she will cost one tenth
the price; so what do you think is going to happen? There will be a subtle substitution of

telemigrants for certain tasks in offices coming in a gradual way that we will not even
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recognize. It will start with translation, copy-editing, logo design, web design, and it will
spread to almost everything in the office.

Freelancing platforms is how this is going to happen. The biggest freelance
platform in the world is called Upwork. If you have not checked it out, you really should.
This is a revolution in globalization. It is like eBay, but for services. eBay and Alibaba
made it possible to find people who have things to sell that we wanted to buy; to make the
payments, to underpin the whole transaction so we would have confidence in it. Freelance
platforms are doing that for services.

Advanced telecommunication is the easiest one. I am quite sure all of you have
seen revolution in telecommunication in just the last three or four years, and as we go forward
there will be many things like augmented reality, maybe even virtual reality, which make it

easier for remote workers to participate in the team.

Machine translation will unleash a RI limits:
global “talent tsunami”

Face to Face still
matters for
many services

Lastly, machine translation. If I was going to put a great big star on one of these
things, it would be on machine translation. All of you will recognize how important
language differences are in stopping globalization. Machine translation has recently gone
through a revolution, in 2016 and 2017, and if you have not tried it in the last six months,
you really must because it changed completely. English-Japanese is not that great, as I
discovered on this trip, but that is because there is no big structured data set yet.

The real revolution was that the UN in 2016 put online, freely available, a dataset
of millions of hand-translated sentences among the six major UN languages. Then the
geniuses at Microsoft, Google, and Amazon trained large machines to translate sentence by
sentence, and it is really good now; both spoken and written. I was in Tianjin just recently,
and I got from Tianjin to Beijing speaking into my iPhone in English and it would translate
it instantly into Mandarin, like to the taxi driver, then he would speak in Mandarin and it
would translate instantly back. I got back and forth; it was not perfect, but after all my
Chinese would not have been perfect anyways either if I did so; I think it will change things.

In particular, machine translation will unleash a global “talent tsunami”, because
there are hundreds of millions of talented middle-class people in middle-income countries,

who can do parts of your job for one tenth the price.  Up until now, there was no way they
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could have done it, because they cannot speak English, French, German, or Japanese, and
now they can; and more so, every single year it gets better.  So this, in essence, the supply
of service providers coming on to the world market, just at the time digital technology is
making remote people feel less remote, is why I believe future globalization will be about
services and it will come very, very fast.

RI though faces some limits. Some things really do require you to be face-to-face.
So remote workers cannot do everything. The things that they cannot do are things that
actually require face-to-face interactions; either one person in front of another person in the
same room, or a person in front of a piece of machinery in the same room. So those tasks
will be what remote intelligence does not do.  Therefore, the jobs of the future will involve
far more tasks where you actually have to be there, because the other tasks will be done by
telemigrants.  So that is the future of work.

Globots will do what they can, we will do what globots cannot. We do not know
what the millions of jobs of the future will be; we do not know the names, just like we did
not know the factory jobs that would be created when people left the farm and went to
factories. Nobody knew about pharmaceuticals, plastics, cars, or electronics when they
were leaving the farm, but they had a good idea of what the nature of the jobs would be like
in the factory.  When people left the factories and went into the offices, they ended up doing
services that people did not even know about, when the whole thing started in the 70s, but

they had some idea of what they would be doing;

Future of work Globots will do want they can.

We will do what globots can’t.

Now we know what our jobs of the future will be doing.  They will be more human
and more local. Whatever those jobs are, that humans are actually doing, will be dominated
by tasks which involve the most human skills, and it will involve things where you actually
have to be there. Telecommuting is not good enough, and therefore you can still compete
with somebody who has a much lower wage. Hopefully we will be all richer, and therefore
more generous. So I am very optimist in the long run about a happy ending,  Actually it

was my publisher who forced me to have a happy ending to the book.

Anyway, what I am worried about is the transition. The real problem is that the
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job displacement is being driven at the pace of digital technology. That is the business
model. All the geniuses are using machine learning and remote intelligence to displace jobs
in the service sector. That is how you become a billionaire in the next five years, not by
creating jobs, and you can be sure millions of jobs will be created, for example our artificial
intelligence could create a whole range of semi-professional jobs, somebody who is more
experienced and better than a nurse, but not as well trained and experienced as a doctor.
Using Al, the nurse becomes much better; and the same between draftsmen and architects,
between paralegals and lawyers, and between low level managers and high level managers.
Al will make mediocre people much smarter, and that will create a whole range of services;
but that will also require very large social changes which will be slow, therefore nobody is
going to become a billionaire in the next five years, creating these new jobs, but they will
become billionaires by displacing the jobs. That is why the second word in the title is

upheaval.

Long-Run Future of Work

» More human, more local jobs
» Richer, more generous society

If we manage the transition

I am very concerned that white-collar workers, displaced by Al and RI, will join
together with the disgruntled blue-collar workers, who were displaced by the last range of
globalization, and lead to some sort of backlash or upheaval. I do not know; of course it
is the future, anything can happen, but there are a lot of people who are going to be
discovering the pains of globalization, and the gains of globalization, who knew nothing
about it; and the gains and pains of automation, who knew nothing about it, and they will
not be happy. If it happens in a collective way, we could get an upheaval, and in that case

our governments will have to slow it down. So I will just stop right there. Thank you.
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3. EFFEEICHTHAA L+ (KRFER)

Thank you very much Richard for, of course, very inspiring talk.
He talked about new things, so we need young intellectuals to comment on that. So, we
have one from academics and the other is from business.

The first one is Professor Yosuke Yasuda, Osaka university.
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7. —fHE® [01d Globalization (W @ —NUEB—1 3 )] TIPD

The Key |dea:
3-Cascading-Constraints View

1. Goods <= 0ld globalization
* Cost: Trade costs
* Unbundle: Firms-Knowhow-Labour | Consumption

2. Knowhow <= New globalization
* Cost: Communication costs
* Unbundle: Labour | Firms-Knowhow

3. Labour <= Future globalization
* Cost: Face-to-face costs
* Unbundle: Labour | Knowhow | Firms?

anuary 2019
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Fundamental Idea:
“Hidden” Unbundling

* Essential elements on globalization
* Typical View: Goods, Capital, Labour
* This Book: Goods, Knowhow, Labour

* Focus on Real/material side of economy
* Unbundle: Real side | Monetary side

* Separate Knowhow and (high-skilled) Labour
* Unbundle: Knowhow | Labour

DOHEFHE LW 2 13 T A (Labour) | T#) (Goods) | 14 (Capital) | 72 & E 5> DT
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Question 1:
on New Globalization

Why and how is face-to-face communication
different from conveying knowhow?

* My view: Asymmetric Information
* Moral hazard <= monitoring, long-term relationship
* Adverse selection <= matching, signaling (to stay/live)

* Face-to-face communication is better to overcome
problems caused by asymmetric information.
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Question 2:

on Future Globalization

Where are high-skilled people willing to live?
Will the world eventually become flatter?

* New globalization: G7 Firms — high-skilled labour
* G7 countries/firms attract high-skilled people.

* Future globalization: G7 Firms | high-skilled labour
* High-skilled people need not live in G7 countries. Then?
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Last Remark:
Implications to Japanese Economy

* Great “Decline”
* 1980s : Japan Bashing --- Made in Japan
* 1990s : Japan Passing --- Hollowing-out
* 2000s : Japan Nothing --- Lost decades
* 2010s : Regain Japan? Cool Japan? Any good news?

* A possible reason: “Lost in Translation (2003)"
* Language barrier increase communication costs
* Fail to attract high-skilled people & firms from abroad
* Become irrelevant? (non-verbal data, auto translation)
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EWVWH B ot LIt HE, 2o =T VTN T A R TRy T
DX REROY A R, TAirb&b) ITEIA THFEMIZEBNETN, HED
TFWANEHDDEND~Y Y TF Lo 70, ODEDOOEDfTa— =V LMo Te
EZANHEMOY A N TEET, Z2IFHETHLI IV —E AR TE T
HETHLEZ D, BZNIEFICH, BObobbUIENLOLH 5, THERR
L E2—=R20 TN ZETREWEDONEEHENIO ER-TL S, Z0

lwisdom (%#1)] % [cloud(%%fk) | 95 [lwisdom of cloud (BEZEDE) | &\
STENNFTRWVWHDZHET L NIRRDBH D £ LT,
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' The 4 eras of Service Marketplaces

1. YRT 1 TEHE (1990s)
*  Craigslistii &, A 25 1 UMD Yellow Pages.
2. Craigslist® 7 282 FJLEHE (2000s)
*  Horizontal® & Vertical~, BHEQATIV—OFERAT— v FILA A,
* indeed (ftEE) . tinder (HH£L\) . Airbnb (7&) . OfferUp (&) . etc
* “wisdom or crowds”, “network effect” i F—"7— F
3. “Uber for X"MBFL (2009-)
o FUFTUEDT—ybTLAA, UTLEAALTRERETYF LY,
» BEETREECTISy b IA—LHAToF LS, BHREELEETS
4.  Managed Marketplace DBt (Mid-2010s)
o EREBRIEHIZTSY P I+ —LH—FRMATTNET—4Sy FTLA R (RtEE LML
Y, BoTHhHBH# TS vaFyvILTALRES1ZY)
5. What'snext? : R#EE, ToT7xzviatiiad Gt sitE. 6. 2007, EF
H) OX—Tv T RANEDEVNIRS
o FRICEHTIEMT I L THBEHET 52 LMD X (realtime video. telepresence tech.

etc)

(© coconala R A

Z 2L TUber for XJ  EFWET D, [Uber) BIRIZAZ: S A TIFEHITE &
BOHODOTTN, AvHE—D2TTITMERDLE ko EEBELTMIYWEZEALTH D
EWVIHIBLDONRZZ 1 0OFESHVOFENEE L CIEFITHRTETOET,

FNRIET, BRAICHRAZICEIZL TETUIVWET, ) 1Tl 6, 720
SENTIINWADOTTIN I —EZ | DODECEEWVWI LD EHE T T DT & Tk
AT TVET,

T ABEIRDNENIEZADRFTELT, WEZr—,LIZ TR, k5D
Rl EELNTWAONR, i a7y vatiyar) © (H#L) (&
) TR T=> =7 TEEH] Zo20otbOnA 74 Tt sd
Lo T DOTIERVD, LWV DRFEA S —EAD~—4r v h T L
A AERLS>TVWDHABORTTHo720 LET,

EWVIH DT, EEEIZEDRNWTRIETEX D L2 Ic s E T 2R T 5
MEID, B, Tz ey vatnyad ] Z I ESAEZD
HIZTHEZITOND | HRIWIZIFENTT L, 2TV I T>TLE
2T T2 Z L HITICHE LN EARITIEDL DT TIEZR W BTN HIZR > T
LEIYDOT, BT 7y gt Ldy [ L 22V T HRRICZ T
DR LM EWVWHIHERT [EbPTICRMET L) EWOFEDPREICR->TEET,

ZITDHE VTNEALDOETET ¥ T 4 VIR T VLT VB RT
7 ) a =Rl N ORIEFICEEI LIRS TEET, FH90WHEZAT, 2D
IV DOT 7 ) —OFEABHD TETEbT~v—7 >y b LA ANRRITR-
TLDDTIEHRDD, EWNWH EZAT, RIEEDR—IVEY 4 UEAD TFH=0
TR RV ENIFEEORN S TL 2Dt BoTnE T,
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3.2.4. FE@Y—ERODFO—N)E—- 3

ElIVWz, 2O TH—ER] OFBENRTa— UL LT, EnH A
IZOWTIE—EITITWV RN D TRV DR E WD L) BRENWEE > TWET,
Z Z|Z IThe CAGE Distance Framework| &W 9o D Z#HETETWET (FIN),
:h@ﬁ%ﬁ%?@ﬁﬁfim@%i<Eé&f%N~vy7&7v~AU~
JIOTTN, ZFua—N")B—T g HIMIEAL TN & E2iE, EHLLT
Wy, LIZK W na 2 A% ZoWMN->D [Distance), MU->0FHEE CH#ES

EEHDDEEND) T L—LT—7 TT,

' F@HT—EAQIO—-nN)E—- 3y
The CAGE Distance Framework

Cultural Distance REZSRIE. BR. =e

RBOBANARE. BERROXN,
" Aﬂﬂd’)ﬁ&

Administrative Distance

MK LIEMN. RIETIEZVER.

Geographic Distance NE BBROAL

HBOR, 4175 AB/IH
“MBROR

Economic Distance

s MDTNRENYLTIR, TTOEMDOS2EERMLENS, C-A-GCOEMOERLEZSHTA
Va—Fx—FRALTLS &LV, Aggregation & Arbitrage WIS TI2 L\

BCWIDT N FY IS BATNCELTEL, "COBMEROSEZ LR/ TRE(Y—-ER
THIEVIBEMLETLRLLVY, AdaptationWi s LTRM 2N SOTRLELN (DEY, 7
D=RATHYa=Fx=VERdEVSL08. BRANCERRBLTWSIAFFLARATF 420
L

¢ coconala A

Z @ [Cultural Distance] lAdministrative Distance] [Geographic Distance |
[Economic Distance] Z ®DPU-D> T,
[Cultural ] & V9 E el EMNEENRITVWNE YN, ENND
[Administrative] 72 &, BEEORTE E DB O X A 7T, BRERIEDESE
#kwoti9ﬁk_6f%@%@M@@%$ﬂ£boT<50%h#%w%ﬁ
)72 BEEfE7Z & VR AEDE AT e [Geographic ), Tnh, FIfFOENTH
% [Economic), Z ZAMEITAUTHEL Log L, @i AUEEH Liz< v,
W EWRS D &L LEGRIZEIIENT N EWN) EZATEZIZLERND
(72705 —bh) DF0 Z7a— L THa@Eb LEIE A &L > Ta X &2 NPT
W DD, HDHNTIRNE ZANBENE ZAILHED [7—E KT — 2 Ml
DO, HHWIE, EOEH, FOEIZELELETER LTV 77X 77
—va UHERIE L VDDET
M5, 7a—RNJEB—v g bhrd S TEo ChEBH IR EDb -
TLDEVWHIFT, AHZDE_DOT R RY U7 RSN THEZHO
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EWN) DX Z @ [Economic Distance] T9, FfHFOEWVWEZIEHL T/ a—n1
B—Ta rmED DL L) OBFRINZREEE T EBWET, #, AR, R
A, T AV B EFODISEBOFEEN R Z -0 2 BT THEMICIZIy ) &
DT TS EMIC b HERT V) E 2 A BB L TEmE W) L 2 AN
[T X R T OOl BoTinEd,

—FH T, 2O —ERAD EC, HHWEI—ERAR T —"TE— 3 LT
WS DOMWEWNWoTmEZAILRDE, —FBOHEL Z1XZ® [Cultural Distance]
TY, BRDEFHEOHECRE, 250 DR N— RMIRS TN Dng b
BoTWT, ZHIFFRREATENEFRNEWI O TIE W ER S D TT,

BlziE, b OFRBEICHEFEL BAGENT 7 /v —0BnF CTHEER L
NHEDC7oT e LTH FIZIEAA T T T DT RANA R% | DWW FAE
DT RNAZRZARANTIERLS CT AV IART D, HDHWNEH - L@ EFET
TARNPRENDLENWIETT 7V IO FITEBEOMGREE LIz nd &
TRNIRINE IR B, BRERGITFEATHAE R I I3 REEHLT
RTPED | BDIRIPONT RAAL R BN ENS L 2AEHD £,

V=T VO DICEBEN LRI TONIE S m— T b R
LT W EL, THA T —IZR b EETHLIBHTE TS, b
T EDINF 2T B LR bDICR->TL DL, RB#HELWWE 25T
Bz, ra—RNYE—v g rpnELhRtEBH>b00, ELonE N9 L&
ElzcGbEl (7477 —va VK oW ETHhrar— v LY =
WNTRART 47| EVWIRICZR STV ON, 2OV —EAO 7 a—nY
Y= a TRV DONE NI DR, 5DOFADE 2 TWHEE TT,

LTy e r—ntl L T E e ESTERN TR =D, FA
HEH., Bl EB-> Lo o7 "Holy Cow!’ moment] X572 DRMEND LD
ICHEE L LTTUHEE->TEEWEEsTVE T,

TOEIREZATRNLDaRX L M SETHEXET,

E2bH0NEH> X NnET,
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3.3. AAVKMIRTER—IL D4 VEMNGDEE

Thank you very much for those excellent discussions. I will use some of your ideas
in my future presentations, and I like your explaining the second and third unbundlings, so I
will borrow your thoughts. Thank you very much.

I am not going to have time to go over all your comments, and mostly because I
agree with most of your comments. Your first comments about how to think about face-
to-face, I agree with that very much. In the book, I characterized it more in sort of
psychological terms of non-verbal communication, but you put it into economics terms and
that was exactly right, so I do not want to just agree; I agree!

The one question that I think I have something to say about is “Cool Japan”, and
is this an opportunity for Japan? What I really believe is that Japan has a comparative
advantage in services, but has not been able to exploit it because of language difficulties and
face-to-face costs. Here is my thinking: one of the most amazing things about Japan is
excellence in everything. Every worker takes their job incredibly seriously, no matter what
they are doing.  Whether it is a taxi driver, or cleaning the hotel room, or somebody picking
up cigarette butts; everybody takes their job seriously, and the result is that things have a
degree of excellence in Japan, which is very high.  Ilive in Switzerland, and we have a similar
feeling of qualities, especially in the German speaking part. That should give you an
advantage in the world, but you cannot get it out of Japan. This will be very expensive,
very excellent services, but there is a market for the best quality high priced things; that is
what Switzerland does.

In some sense, the only way of getting this sense of excellence that is so pervasive
in Japan out of Japan, is to make the good in Japan. Then because everybody involved in
the process is taking their job so seriously, it is very reliable and very high quality; it is not as
cheap as some other goods, but it is high quality.

I think through telemigration, as you were saying people can perhaps arrange
projects; when I have my travel arrangements done by Japanese organizations, things work.
When I have my travel arrangements done by, for example my own personal assistant or
Italian organizations, they do not work. If I could hire a personal assistant in Japan to
arrange my travel, I would, even if it was a little expensive. Now with telecommunicating,
it can. Personally I think telecommunication, telemigration will allow Japan to exploit its
comparative advantage in excellence and services; and just to remind you that it is not always
the cheapest thing that sells the most. That is the one thing that I really wanted to say.

On your limits on RI; I very much agree with that. In the book, I have some

discussion of the limits of remote intelligence, talking about the importance of non-verbal
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communication. I do not use the CAGE Framework, but I probably should and I probably
will in the future. I know that one but I did not use it.  Certainly, in some sense, I could
come up with a chart of tasks which have to be done face-to-face, and your cultural distances
would have been really important. If you are doing a task, where cultural understanding is
important, that is probably not going to be done in the Philippines. I probably should have
gone: what can remote intelligence not do, and that is what will be a lot of it, and I think
your CAGE Framework can be useful.  Good luck with this. I am quite sure this is a thing
in the future.

I think there is a bit of a competition going on between the platforms, so you may
either get crushed or bought out, or maybe you will win, hopefully. In any case, I think it
is a way with the future. I want to thank; clearly you have thought very hard about what
can and cannot be provided in terms of services online, and I should probably put more of
that into my presentation. Too late for the book, but I can put it in my presentation.

Thank you very much. I will stop right there.
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1. [FCoHIC (FTEREE=)
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ROMMENSTEZ ENFEDORERELEZR>TETVET,
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DEZEIZESTHMD TEERELFEL -S> TEY 7,

ZDORFIVT 4 A H v g Tl APIR DT TT V7 ORFREITOWTHE
REBIROTWVDMREDA L N—IZEFE S THZ, FRHIT VX AEIROR
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S ANDEAFTIZTHMEWIELSIZHTZ D RFEAEITIZT 7 F7IC ASEAN 123
F5 1 CTOWEM, 5%OT VHINVEE DTS, MORBEEIKIZOWT ZHiE %
LTCTIHZET,

TE/KSCAITIE, ASEAN R HE G DAL & BE1-PHEE | Of EEREEFEZ OV T TS
FIEHXET,
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2. 1T/ICT LHRE - HEE LEDORIRBIE CKHER)
21, FORLKMERT OF

EObbOBL D TENET,

WE RV R Y o USEO T BB B ) E LI, B ZORT VT
WWPER AP LETD BTNV RY V7] L0 bR 90 EL By
BAINCIAE Y | Z DR TR RE R R, HEORHGITER SN TE D
cj’ —t:\‘j_o

1. TORIEMERTOT
digital technologies and East Asia

« B7OT . 1990F LR MREREPLETIE20T AR
Tl B%E—F, East Asia has led the world in applying the
second unbundling centered by machinery industries.

—ﬁg92®-%ﬁ%%\ﬁﬁﬁ%ﬁﬁbﬂﬂ.%2@7>NQP£/
47 %41 —h . East Asian economic integration has supported the
second unbundling with emphasizing “connectivity.” (ERIA 2010, 2015)

- BERRELEBERE L ORIFER, Economic growth and poverty
reduction at the same time. (Kimura and Chang 2017)

- B2OT AR ELITHR - FRIE D& HBHY . The second
unbundling can still be expanded and deepened. (Obashi and Kimura
2017, 2018)

s —A.015FFEICTUHILEMHEISE. On the other hand,
digital technologies have arrived since 2015.

— LA L THRAZ B IZERYIAL AV, How to incorporate them into
development strategies?

— B3MT VR T EFRLTILT DM, How to take advantage
of the third unbundling?

TOIEZOT N R TS, EEEEERD D WVITEL S 5 4%
HDHPITTTN, T, 20156 L HVWEBICL T, ZoMifichL T XL
WEMITREIR L TWET, 2E 8909 5 ) IZHFBEERISIZELD AT D, 21
MO (B =07 N K)o 7, 20 =207 N =2 TR0
BAR—HZ—TH5| LWVIFEELENS HGUWEHTE 00 E NS Z &0, £
THIEFICRERBELERI-ND LI IR TETWET,

IHNERA—=Vo) I, —MEOR—IL R 4 VERAEOKOFER Y DY~
=TT, ZHIIE TN R 7 L3050 aX NOBBRRIRRLTHY &
ER

ATOAR 121X, Z OFHRETO 1T LBEHRDO CT EnHEEXHEZLTEY,
SEOHLNWATITIAI LRI &, HOAEWANT VARELAZTETWVET,
7222 O IT, CT WD BT S FrICHE - & EEONISEN G B 5 & IEF I
FITEHARDNEEI =D, ZOTAUNBEEL CGEmS T CHEX T,

AR RO IT AL 20T HRTD 7 a—n"Y - g v
VF¥— R RV Ry ¢ 2 mEEE R BARHESI M L, ISBN : 978-4-532-35763-4
% The Globotics Upheaval: Globalization, Robotics, and the Future of Work,Richard Baldwin (%)
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“Unbundling” to overcome distance a la Baldwin (2016)

Pre- The 1st The 2n¢ The 31
globalized unbundling unbundling unbundling
world (0) (1) 2) (3)

High Lower Lower [

High High Lower Lower

Face-to-face costs High High High Lower
S ﬂ ﬂ e
ThFD Task-wise Person-wise
n an .
—

consumption are
nts
_ -1820 1820-1990 1990-2015 2015-

l >

Source: By the author.

(Anindustry is (Amaskis
fragmented) fragmented)

Autarky

2.2. 1B (IT) E@EHEM (CT)

HLEHEZDIT, CTEZITHEND FEX, 7XA, 7A—L&T7 Y
— RN L D, REOFTTOF—H=F—2 a3 W) LRTIwHETWEHD
Thh, ThER—IV R 4 VHRENRROFT CTIXERESELE OB TIESNT
WET,

ZIZTWY IT I, AL SOHEE . A VX AR —4.0 LWV o2 b DT, =
TUIEANICT =27ty v 75 R L, 29T DL X A7 OEBHD T2
ODIENTEHE S, TORBFIEBNELENE V) EEPLTWVE T,

ik, BEEICEZL AR~ =Ty I F XV T DL b D
N, EEEEEICRS-TLEY (Va7 Vo d] bn)ZepiE T 50Mmn
H LR, T, ZDOITOHFO—2>DA 7Y r—va T,

ZHUCKH LT CTDOFIFIA F—Fy hRAY—F 7+, 5GEVo2bdD
ZREELET, ZIUXEHRBENCET 2 B2 kT A5 2 ENTE, v v F T

2. [HEERBT (1T) EBIE BT (CT)

» TURILEMTO2{8IE Two faces of digital technologies
— Aghion, Bloom, and Van Reenen (2014), Baldwin (2016)
- T
— Al, B2 (machine learning). industry 4.0, ...
- TR Tty T OREL, AT DED D speed up data
processing, reduce the number of tasks

- DEOEMR. FFFHDOEF Compress the division of labor,

concentration of economic activities
- CT
— Internet, smartphones, 5G. ...

— 1R WECET BIERORR. T vF T - aXOHBIE Overcome

distance for information and transactions, reduce matching costs

- FEDORE. BETFH D5 EL Promote the division of labor,

dispersion of economic activities

o HEE-FER& LEICELS5E Different impacts on newly

developed and developing countries
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a2 MRS AIVE T,

LI T D ENEMEESND TCORFIERN UL SN2 L, &
WYL BnET,

ZO XD RETORMLE U, FROHE - BREE EEONSSEN R L L E
IRHSTIDIT & CT EfFEHFSTNLNEND EZANFIZ/ZHR->TLHDT
ZRNE NI RUCHE X TWET,

2.3. tREREA (IT)

ZZ T IT OFTEN, ZHUTFHERE & 5 & 9@ iy z2 b i ¢,
- T, ZOBWWIZ L2 7BORBEITOR0P - iR W) FIFEEIND
DIF T, L L—FT, B el em@en )0t a—~ %y
EHUNAREL , FHELE - R EETIIEL N EWND EZFD LD X A T DIH)
T D THY R TOIRWATHEMENRE W, 72005 Y458, & DRtk & 558 D i 5
ICHER L REBEEND 72T TR MR ICER L, — IS E TR TN
BRET Oy 7 BRTRNE DT DHEND T EEBZXTWHDRITIUEN T 72w,

TN IT OFITHT B R TIE RN E VI RICE 2 £T,

3. fEEREAMTAT)
. %{ﬁmf*ﬁ*‘m’li IR THA=OH. BRICLDIFBORES

#E , Because labor is relatively cheap, the
substitution of labor by machines will come slowly.

« LAWL—A T BRLETHNEFBIEH L THLAREMEA
=LY, However, on the other hand, labor complement to
machines may be scarce.

© BELHBOWEIEIAL, EETDY OKIRELY
2aT7 )7 FREET HHEHY, Need to focus on the
complementarity between machines and labor and avoid
massive re-shoring of production blocks.

— E.g., Thailand 4.0, Indonesia, ...

4. BIEHdT (CT)

%h XL TCTDOHIL, %9#1 WA E =Ry NRAY— T 4 P —
N LT RIS ICEERICEN DWW TWET, XY arvidbE
@@bﬁw®ﬁﬁﬁxv—F7ﬁyﬁ%@#i<@ofwi#
FHICE>TWE, BtoCEMCtoChDVyF U7 ax hNEIHNIZIKTLT
BYO, BARFLOEXANRHTETCWHWET, V=T VAT 4 TR E-
Commerce E HIZZI X EFT L IRV v F U T EVRA S HIZIX E-Payments,
Fintech 2N HITWE, 2D ENLS LW —ERART U7 N —R|TRDHNEWND
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4. BEH (CT)

+ AUBA—Fub, AT—bTFU A —RI[ZE B, Rapid diffusion of
internet and smartphones.
* B-to-C, C-to-CDTWF 7 -2 AFHE T Reduction in matching
costs in B-to-C and C-to-C.
— F-HE DR ADBR LXK, explosive expansion of new
businesses

= Social media, e-commerce, matching in transport services and lodging, e-
payments, fintech, ...

= Service outsourcing? Cross-border (the third unbundling)?
« [EHMEEADOCTALIELD . Also, application of CT for
traditional industries is advanced.
+ AEMEEREOARENE, Possibility of inclusive growth.
« TA7O0— FEEATOBHREMOEF. Urgent need for
policy environment for data flows and new industries.
i R N e AR b

goods, incomplete info.), values other than economic efficiency,
institutional arra wgements for new industries.

D ETZAMEE > TWVET,

FGHERIREETH CTIEHE WS DITT I H#EATEY , Bl ITBEEL N
WETH, Av— b 730 %9 Z LIk o T IEFIZRON FREbL-TETE
n., BEROHRTHLERN/EATND EZATT,

SHIC AV E =Ry NTOART Ty N7 —LREkasnd &, Tt
L TV DTN 2=~ U F v EXADBREROTT N, Znafis A
F, EIEHNCRFH TR TH iz i T,

ZHONIEWRT, BERELEEOF TONDMRRFERE. B LWOAEL EH T
HID, TNHDANELA U F—FXy MR LTT 7 EBATED L) ENAHE
REENENOSOB D, TIOVolHmLH F7,

RO~ F, T —T7n— HAMNIEENTL BB LWEEDT- DO
REFER2NTOLRITIL b nEWn ) FiZhoTWnWET, LEETEHZ
DY A T DR IRBERITN 2 D IREL LIRS H 0 9728, BrE - & EE O
BEFEFEFEBALEHEINTHRNE VW) HETT, BRFEFMICE O L iith
@%%%%5%55L/%ﬁ@%u%®ﬁﬁ‘ﬁ‘iﬁ?%ﬁv~%55%25

. BDWITHTEE RN OB RS, ZUIB T RECR. & D \WIIBLH] O R
%\_owotﬁ%%ﬁ%ﬁﬂ%%_ﬁmfwékwo$ TR TWET,

~ o F U T AR MNNELIRDE NI DX, BIEBIEICEWWYE LI RT
EWNT o2 b 00, FFEFICEL DT unf F— Wzaryya—v—DF
HLIEFIZEMIZ~Y—> v MZBIMTEL L2122 0n) TE=DT7 N\ K
V710280, A=A TORDENINNLHTLS D20 LILVER A,
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The 3 unbundling: The 3 unbundling
Reduction in B2C, C2C matching costs

\i/
/a\

shop.

2.5 ARBBADERE

BRFHISIC 2N Z2 E 9% & LIAA TN 2y,

JEFC, T E DTN R IRTELLICLELE I B NT
XALOICLELE Y, FNHE =12V, Z9WWo7z [step-by-step] &\
IDHEHEAN—DDRD T, ZORMbTS SADY £T, lENZHE—DT
VRV RY U TTEENTETCHDIUE, 0T R RV T E2R50
IR BT RN R T TrIY AT 4 v 7 ADFRy NU—T7 )3T
TTCWIUE, BEEB 5 BAALRIIRD, EWVWIOIFERLDLDITTT,

7272, LEANERTETWRVWER EETY. Al [leap frogging) T
ZRITL TR EWOFLARBIZR b LIVER A,

T, WICEOT VLT ) I =D R0 HE L WD EE
WIEHT2EWS, a7 4 — KNy 7 EE0NET,

ZOEIRV =TTy X TRT 4 — RNy T HRTIZWNe b Db AE DY
TR E VWD) b DEBEX TN, TR INNEOFELROTIZ /W ine
BHobirthv Ed,

5 HEHEB~DEE

Implication for development strategies

* Step-by-step, leap-frogging, feedback
— Kimura (2018)

« BTFUNUR) U T TROONDBERARDBEE
Re-organization of policy environment for each level
of unbundling
— HIEELERETE Institutional connectivity
— YIIBEAERETE Physical connectivity
— AFIRIE RN 1% Human aspects and inclusiveness

FTOLIBRPTED L) BRBERNVLED, BFHA D X 5 72 gl B/ 72 B
EHOWEN A 7 ORI, b a—~< o F v EXALOME. b LT Ny
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KU T DBEBEEITINRENE NS ORESTEET,

ZDOX D 7HEE ASEAN ORBEMRENOLRDIE, BT AN KU o TIZo0n
TENRY FLETHREATHET, LU FTLWE=DOT RN R 7 H
HWNITVE LT I =) HOIE, EEEERKICONTW RNnEND Z
ERHRZATETRBY, EIZR->TLDHDEE W) RUZENET,

FLOFEXLLETT,

3. ASEAN #2F# & L BEFAMEI (HK—5)

TN KZDIF KT SN ET,

FULZNE T, B I ASEANRFRAZEMTHE L TETWET, £708
WZHT VT BEROREH A RCEP HAMFE L TETWET, FHIZIIRERS
EPEE, FFIC ASEAN RRFEHE &L BENHEEOM L L TETWVET,

A AN E TOMEDIEE T, ASEAN BRFEHA & BFRERBIZHOWTEHE A S
FCHETFEE BWET,

T2 72 B PE NS D CTASEAN (X E D X 9 Ik LTV DFEA D M,
FIVINTRA > M2 £,

R E LTIE, AiED 1 & 2 TIHE TO ASEAN B G DIEILIZ OV TR
| 3 T ASEAN IZH51F % E-Commerce (FEFPGHLS]) DILKIZDOUVNT, 4 T ASEAN
& LT E-Commerce DT & NL—AKIZOWTIRRT, HBICEEHDHE VD
SOIED I E W E T,

&R
Structure of this Reeort

O 1.ASEAN#FHADEREASEANIEF AR K (AEC)
(1. ASEAN Economic Integration and ASEAN Economic
Community: AEC)

O 2. ASEANO# =7 B1#E:AEC2025
(2.ASEAN’s new Goal: “AEC2025")

O 3. ASEANICBIFAE-Commerce®iik
(2.E-commerce in ASEAN)

O 4. ASEANLLTEFERSIZEXRE - L—ILE~
(ASEAN assists E-Commerce and makes

E-Commerce rules.)

O 5. #bhYIZ (Conclusion)
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3.1. ASEAN #2F A DHER & ASEAN #2F L RA (AEC)

AN E o & ASEAN OFEFHHA Y K> THAIW & BV ET,

ASEAN |Z44ED 8 A 8 HIZERAL 52 HFZ MR £T, W7 V7 TlRbH <2 H
DOHIEAA T, T E THRRFOLIOF TREFE G 2D, 2015 FITi
ASEAN R HL[F A, AEC ZAIF% L CTWE,

1.ASEANEEHENDHEELASEANIZF i
F{ (AEC)

1.ASEAN Economic Integration and AEC

O BIS0FFEUZ, F7O7TRIGLDMEEESE (The oldest and
most Advanced Economic Integration in ASla)

O ﬂﬁ-ﬁ%@&{bﬂ)"r"'@ﬁiﬁﬁﬁ"&i&&) )AECﬁI]l’i (Great Results of

Economic Integration and A

| qASEANﬁfﬁ%ﬁAfiEﬁﬁfﬂﬁ&tE%&ﬁ% MSolid results

obtained: tariff reduction and others )
B QfEFRVNI—IEEETE(@Support for production networks)
B QETFUTREEHESIZBELTHEH RCEP(BKey player in East
Asian Economic Integration:RCEP)

O ASEANRZRAOZFHEDREZLH (ASEAN is one of the most
important cases of Economic Integration in the world

B JO0—/\LEERT S REE D P TAECEER (Establishment of
AEC in the structural changing of the world economy)

B HROEREA—ORT T THERSEES| (Establishment of
AEC in the structural changing of the world economy)

3 3

INFETORFIIRELS 32H Y, 1T ASEAN RIFHA I1LBABUMBE 2 &%
FIHRE BIFTHITFTELE W IFE, ZFLUTE ITEERY MU — 7 O
EXELTELFR, FlH T VT ORFERAICBWTHbHFLERSsTERE
WO HETT,

BB LT ASEAN IFBUE O ORF R OREEZRFI THL L, 2D X
INTFMTB ZTWET,

ZO=Z20FEL IV LFELIEWEEWET,

BRANT, EFRRBHEREOREDOHETT, ZTILETOD 50 420D ASEAN DFRFHE
Akam XDREE LET,

ASEAN 132 < D FGREHE O E L O TRGE M S 2D TE £ L7, 1985 4F
DT ZHEBELUREOEN, & D WITmlEE 02 b, 2 L TT U7 RiFakEZ O
b, EBICHRSRaH% OB b2 =T T, REREEZHEL TEE LI,

Z LT 2015 4FRIT 1 AEC (ASEAN #R75FE[RIA) ZAIER LWV E 3, FFIC AEC O
REBL ORI DUV Tik, AFTA (ASEAN H HEE B Hilk) 12 X > T, BEFi%& ASEAN1O
WEOHFTREIZHBE L TWET, ZHEREM TR EIEFICRERMRETHD
EEAET,
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505 D ASEANFR F#i & LAECEIER

50years of ASEAN Integration and
Establishment of AEC

5T (B350 ) i amr 0D 1 18 2 ASEANZEF#S (Improved
Economic Integratlon in the structural changes of the
world economy)
O OISTFARELUBOETL. OARBEOCEL.Q7oTRERBEOETLE.@
HASMEBEOTILEZIT. BERELHELE,
(the Changes: (the Plaza Accord, @the Celd War, Gthe
Asian Economic Crisis, @the World Financial Crisis
O BBC(1988), AICO(1996), AFTA(1992)
B 2015FK(CAECHIE% (Establishment of AEC in 2015)
O BEROEEAFTAORR)EF - FMTRAEAEGAE, FICARORBEZX
EIRER $996% ) B 1L & (Establishment of AFTA, Elimination of
Tariffs:95.99% Tariff Lines at 0%)

O FICH—EA BE REFBHHOBHEHIE~. IUI75BHOEZEREA.
(Movement towards Free Flow of Service, Investment and Skilled
Labor. And Infra-structure Building and Narrowing the Gap, etc)

4

2015 4ED 1 H DEEFETHRI 96% D HH LR L7 > Tl Y . & L CTHES, 2018 4
1 HTIE 98.6% DB HE{LEREZFHE-> TUWET, ASEAN [FIEFICEEELRE 2 5
BB AMBE L CE o & ) FITIEFITRE 22k R, FRICH T U7

. 2D X o

TIFRERMERTHLEBEATHET, =56

HOBEO B L % ~[A)o TWET,

Y

k/«—a,

EREEN

i LTcnwE BnES, 2oBIIAEEEETT,

BRFERELVERD REEERVNI—IEXIR

ASEAN policies support the production networks

oo

BEREERLFAY OBENSEEHEEBLE(O O ERICER

ASEANTRBREBEOLI7HRELH TS AT —0HE

(The automotive industry is a typical example. Japanese automotive

manufacturers hold a large share in ASEAN: 85% currently)

BBCAX—.(1988), AICOAF—A(1996), AFTA(1992) I BZh T, FESEBIE

GENASEANBATIERGOEREELRIOBERT

(Toyota: Supported by ASEAN policies (BBC, AICO, AFTA) since the 1990s,

with major components mutually complemented in the ASEAN region)

FESEBEOIMVOHI(Toyota IMV since 2004)

B 1RVEYITYTNSuIA—REE MR MEN SEELHHETEMBEATHETST0
x4k (Parts procurement, production and export of 1-ton pickup trucks in
various areas)

m (AICO&)AFTAM IR (AFTA provides support)

ASEANEBFHMESLEROEER VT —IBEOEHTHY. KELHE

{Matching of ASEAN integration policy and corporate production

network structuring)

ASEAN O HEWHLEESRE Tid, A B EER AR %
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AIVTEE L7, ASEAN IZHBITH HARHEBIHEO Y = TITIFEFIZRE <, K 85%MH
ART7 I RO =TIZhhoTWES, ZOLORHFT, THET BBC AF—
I, AICO A F— A AFTA ZE|C 2 ST b 3 Z HEhEZE DS ASEAN DIy TEHE
i DA PE L E L O B TE AT > CTE £ LT,

Z MM 72 pEIE, M HBEEO IV WO B, ZHUF1 tEy Ty
T NIy I R—RE A EALIHED O AEE L E TR RN TR T 5 R
Y/ FTT, THEAICO & AFTA BN KL TE TV E T,

FESEPEIMVOEEGEHE - HREEOHTR

ASEAN
<« Ed A A 4)EL
N S ==
R PU oPU ©@SUV [ O3=/3
x swv (RH¥—I1H) g E S e =
S=Ho OT —EILILIY Syiay
F < |0 IVIY g
FA—E NIV SIS = IL=7
WIS (BE-- R E OPU OSuV
YZaFh-b5uASyvaY TR Os=siv
e ~ARFL
At AR T A O=—/s\>
O3=s%v i s O SUV
O suv S=/8 — E
= (TH—1Ii5) C; A -
O7=aF bR osuv SR —IL
Sylay | I N
oaovs & ORRHE
(A7) #K (2011a) . p. 79, tihitndatd = (BRFE 21747
CEYETPULTELEICEEER.

BIZIXZATT 4 — BN DB EPAEE L T EARH, 1 R
THY Y v D EPAE L TEEA~mTH, 74 VB TliEd~=a2T7 L 1
FUAI vV a EREPAEL CEEARE, ZLTHXADBEY I T v NT
v SWDOSHF =T L TA L RRIUTNRI =N O~Y—TIHITR-T
WET, BT ASEAN 2R CTHBHEA/E-> THRSEICH B L THWET, vy
Ty 7RIy SV, T="0TF, 618, ZOEPFAEL TWDHEG S
AEENZHEH LTV ET,

ZD X 97T, AFTA X2 AICO @ X 9 72 ASEAN DR FFH AN, ZDOHBHOAE
FEXR Y NU— 27 2B L TE £ L, ASEAN RFEHES EMEDEFERY N —2
HMELORGETHLE, TIVOIRUTE I 2N TEDHEHANVET,

BEORT VT HIREREAICB W TS ASEAN (X E R o TETWET,
FNb ZOMERSD E BN DHDTTA, ASEAN DJE 0 12 ASEAN+3, ASEAN+6
RENHY | xS O NTH D DAY ASEAN T,

FRICEHZER DN Z O RCEP T, ASEAN & HHRgE, F—A T VT E=a—T—
FUR, AV REEDERT V7 16 EDJED A #7 FTA T, RCEP | ASEAN
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MIEFL THED TETWET,

ASEANZHILET ZER 7O 7% ERCEP

*—RFSUT Ak
Za—U—5uF

TR e B

h+E EU
ASEANE KRS
S P WFAE—L EIIL IRFRE
IITEATEET | ke o5 FIa RUSUR
ASEANMIED +—F L
A¥La
F) =2 ) W AL
~AJ— &k B (A ANBERABEAL)THE.
ASEAN: ¥B7 U7 MEMS . AFTA: ASEANEH N S,
TPP11 EAFTA BT 7EHHNBHE. EAS: BT UTHRESE.
CEPEA: §(7 U7 S4% fi . ROEP: BT U7 i S S a0iE il
APEC (FTAAP) APEC TS TANTERGN . FTAAR. U7 AL HERBE,

TPPI1:ESKICIFCPTPP: REME U EN T RATIRFIRGE.

3.2. AEC O#r1-7%B4E : TAEC2025] (20154 11 A)

Z L CHAED BEE L, 2025 4E1CmiF T [AEC2025) T,
ZHUCIFU FOHE SO BEIENH > T, ZHUCMIT TREZED TVET,
B HEA SRS S SRR

BRI OB D HEHHITH A F I v 7 72 ASEAN
SN axr T 4o 7 4 BRI S

TR CalfERY ., AMIARAL - A AL ASEAN

. 7 m— 3L ASEAN,

LLED X 912, ASEAN e L TE TWET,

m o0 W e

3.3. ASEAN [Z#1F % E-Commerce M¥LK
WIH B OB RIS NS EE 2D T & v E 4,

WEHIIZE 9 & ASEAN 123U T E-Commerce DIEFICHER L T H 2 &
Z, WS ORIV EfE S TR L7z & g9,
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3.ASEANI-BITAE-CommerceNii X
3.E-commerce in ASEAN

* 1 >9—%v MIAERE(19905~2015%) /Individuals Using
the Internet, 1990-2015 (8fii:3AO/Unit: % of population)
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e T P o

{Beuniei)
- 2015 % -~z
70 B (Japan): 91% I e

& E (China): 50% . / M (Indanesia)
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-
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Source: AJC compilation. based on World Bank, World Development Inl:hcalors (201?]
hittp://databank worldbank.org/data/reports.aspx ? source=world-development-indicators#

i BRP L7 4—[ASEANTEER< T ]
Source: ASEAN-Japan Centre, ASEAN Information MAP. 1

ET. BN ZOA v —Fy MRIAZEETT,

A 2 H = MR RIT, ASEAN %\I“C“%Li% THERLTETWET, AN
90% d 7= D 1272 5 TWEF . AENAHIZ A ARISE SN TX TS &k
BT,

% AO100A ISk ZifHESES S (1990%~2015%) /Mobile Cellular
Subscriptions, 1990-2015 (8188 /Unit: subscriptions per 100 persons)

/—;}/_é e
2015 % // ﬂ"_g —-—rgll

Bk (Japan): 127
& [E (China): 92 / m & 4"}4:&7
100 ##E (S. Korea): 118 — //f/ . ug;;;w
% 4
. AN
/ r///’ .,P f e
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—JJﬂ* e
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: T T JF ] e
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Source: AJC compilation, based on World Bank, World Development Indicators (2017)
hitp:/ /databank.worldbank.org/ data/reports.aspx P source=world-development-indicators#

160

140

a)
120

WA BE7 £ 7ot 52—ASEANTER 2T ]
Source: ASEAN-lapan Centre, ASEAN Information MAP.
12

HIZANH 100 A2 X DR RS EI T,

IHBIEFITIER L >2oH D, ELTHARD 127 L WHHIEIZESE, Eo
— 3 TIHBEWRE>2oH D £7°,

ASEAN TIEEIZHER L TWD E W) ZEMBL b & B ET,
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* EFEWE|(EC) /{1 LECHIEEIE(20174) /Active E-Commerce and
M-Commerce Penetration, 2017 (&4i: AO®% /Unit: % of total population)

1 »F 1 Flindonesia)

L~ F(Malaysia)
Z4UEPhilippines)
A= {Singapore)
#4(Thailand)

AbFLVietnam)

B {Japan)

& (China)

HE (S. Korea)
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MEC (E-Commerce) W%/ {AJLEC (M-Commerce)

Souwrce: AJC compilation, based on We Are Social (2017), htwps:// wearesocial.com/
i 2017 1 AR /Note: As of January 2017

W B&T7 27 to2—[ASEANEE< v T ]
Source: ASEAN-Japan Centre, ASEAN Information MAP.
13

WIZETFEIRBNITIZE 90y ZAULEC &5 WIEE/3A L EC TT,

Zh b ASEAN TIERICIER L TWD, 2N AARTYT, RFICL > T—ES T
X, ASEAN DR LV mWEIS Lo TnET, BFLHL ., ZOMEIZAARZIBN
RNTEBIZIERTDHTLE 9, ASEAN TECIERF L WVWHIDIFEIWVWH Z & T
ER

* —ASY DFERETIEASE(20174) /Average E-Commerce
Revenue per User, 2017 (83 KJL/Unit Dollars)
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Source: AJC compilation, based on We Are Social (2017), https://wearesocial.com/
i 0 2017 £ 1 FIR%E /Note: As of January 2017

WA BE7 7 ot 2—[ASEANTER < v

Source: ASEAN-Japan Centre, ASEAN Information MAP. 14

TIXZ DERZED/SFIVTT,
— NG OFERPEREAGE TR TH, AR R = BRI Rk )
NTWETR, BLH ZZHRRITIER LTS TL X 9, BASBEBILKL
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TW TL X9,
Z D X HIZ ASEAN % [EC E-Commerce AKX <k vH = LT,

3.4. ASEAN 2 F# & & BFREHGI

FIN T FD XD I ETREEE| & ASEAN BRBHEMN ED L H I KET 50,
HDHNFN— T D, EWVHEEE L TWnE VD E g,

4.ASEANEFEHMELEFEIEI
4.ASEAN Economic Integration and
E-Commerce
O ASEANTE-CommercettaEIcHiX

(E-commerce has been developing in ASEAN region.)
O ASEAN:(LTETFEIMSIZEXE-L—LEA

(ASEAN assists E-Commerce and makes E-Commerce rules.)
O 2015%11ATAECTIL—F1)F2025)

(“AEC Blueprint 2025")

B [Cag{EShizaxsT(ET+—LAHAHE. C3.E-Commerce]

E (C. An Enhanced Connectivity and Sectoral Cooperation,

C3.E-Commerce)

O 201742H (201845 8A%ET)AEC2025 RS {TRIRTE
(“AEC2025 Consolidated Strategic Action Plan”™)
O 20184%11FTASEANEFREEIGIHEE]

(“ASEAN Agreement on E-Commerce”)

15

ASEAN TIZEIF ER_F L2 BV, Z D E-Commerce NWAGRIZHERK L TRV,
ASEAN & L CZDOBEBTFREIGI#E. HD5 0TV — LT DLW Z RN EL
o TETWAHEWVWSFETT,

FRlCRaGEO# & & LT, BT Edl 72 2015 4F 11 A D TAEC 7 v—7Y > K
2025], OF Y 2025 FEZ[ANT TO ASEAN BFHX SO HIEDOHTIE, 5 2DED
o IC.fbESicaxs T4 €7 ¢ &8RS @ [C3. E-Commerce| &>
9L TATHNLGNTVWET,

[AEC2025) (B L Ci%, BARRIZRR T 7 v a7 a7 T AR, 2017 4 2 HICH
ENT, HIZ 2018 4E 8 HIZHFET SN TWET, A [TAEC2025 #5 4 HRIE1THE)
FHHEj) T9, E-Commerce {ZOoWTHT7 7 v arryuar/IrhzxLT, LT
HELE L CTETWET,

BIZIL, EFEDO 11 AT TASEAN EFPHEG B E ] D3RG SAVE Lz, Zhuix
ASEAN (2 & > THID TD EC B OWETT, T4 1% D ASEAN DFE 1 FHHS |
EEDIIICTED TN DENIFEERDTND, THWVIHEILRD £,
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[ASEANEFRE 5|17 5E J
“ASEAN Agreement on E-Commerce”

O TASEANEFHEGIREI. 2018411 A12H(cF4 (“ASEAN
Agreement on Ecommerce” was signed on 12 Nov
2018)

CEAMEREEH (Domestic Regulatory Framework)

@&FHY (Transparency)

@MH (Cooperation)

@ETH-EHD{E# (Facilitating Electronic Transactions and Trading

CREOT—470E. v E1—4%{ENDRE (Cross-Border Data and
Information Flows and Location of Computing Facilities)

®M%Mift (Logistics)

@EMERE- TS50/ — (Consumer Protection and Privacy)
@i (Technology Neutrality)

OEEDREL (Review of the Agreement)

ooooaod

oooao

#% “Factsheet: ASEAN Agreement on Electronic Commerce (Singapore MITI),”
[IETRO EL+24EEI201685F11 A26A%8 (JFTRO Business News, 26 Nov. 2018),

16

Z Ay TASEAN EEFpsls | B el T4,

AL, ZAUX 20184 11 A 12 HIZEA SNTOTTN, BEXBERITELEA
KINTWEREA, TDTD, EDNIRNEZRDINE DD DITHEED TR,
IR MNITERVDOTTR, U HR—ILO MTIGEEE) N7 727 R — |
WS D& L TWET,

VU H IR — VL EAED ASEAN 3% [E T TASEAN Smart City Network (ASCN) |
PO TWE L, SFEOEEEIIZY A T4 A7 o4 v>ma ) I—%x%H
Bl L TCHEDTBY B, T2 oo ) I —42FICRESEL LN )
W > TWET,

CDVUHR=NDT 77 by —FEVWIFRTRDL EL 9IDHENREDLN

TWET,

B 2 13O EWIEREREE, @ EWME, @ W1, @ BFrEis] - EH 5 O,
® BEOT—XiilE, 2 Ea—Z#&EORE, © Pit. @ HEER#E

TANTY— @ BRI, HBRICQ BEORE L, T, 20X 5B T
DHENTNDENIDRT 77 hyr—RMNMIL-THDENWD EZATT, Bk
B I IR EN AR INEZICa A M2 S THE-WEEZTED
£7,

L9 Z LT ASEAN ORRFERG Db, £ L CEFIEIE 08k & flELT
L7 IS E &% & (ASEAN TII IR B DL 0 TREFE HE G 22 18D T AEC
ZAEX LTz, £ L CE RIS I N 20EIZHER U, ASEAN & U CREFPas | 2 35,
=A% LR 0D 720, £ L CEFEESImEEE4 LE L,

HEIHEmMES O & ORI BRI EIET DL, bW IEFL— kT 5 L
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VYD FEAY ASEAN OFRRBEHAIZ E » CIHEFICEBELRREIZ > TE W) F|
FDLX Il ZAITASEAN [TETWD W) FE T,
o OHEIIUETT, E28HVNREHITINE L,

4. TORI)LITO/ I—HREICAITEIL—ILER JIBSTH)

HONRESTZINET, HERFOJIETT,
FLOHPIEERFIEE VW) FICRD E LT, SHOFTITERA L 7255
DBLENG, TVXNTa ) I —ORBIZANT T LV—VEHE LT, E90IH b
DNMBIZI2 > TL DONBEEL LIz EEvET,

4.1. ToAILTa/ I—0EH

FT. EOL) BN — RV ENERIRT HREE LELTC,. TUX LTS
— N E RS E > TS OIS A VENRH S L BN ET,
FPTFORMEDIEEZ, 2B EEEL LW E BnE4,

1. TR IO/S—DHEHE
1. Characteristics of Digital Economy

(1) 2R FREIEHIR. BERZEBASMEINES,

(2) ER%. BEIEFOREFSE#ELT SEEH

@) EA - FRERET 2 ILELTERE, LENES.
FTREOEEN, 4 A—HEICHT DTN

4) 7o b I+ —LABEFNIEMOITEREITIBICITEHOTL,

(1) Likely to reduce transaction cost and easy to conduct cross-border
transactions

(2) Anonymity; Difficulty to identify the trading partners

(3) Easy to digitalize, store and process the history of purchasing
products or using services, thus more risk of leakage of info

(4) Platformers likely to get dominant or superior position

FTVE. A=V RU ¢ VREZNDN ORI IEAED T I BATENHTWE LT
RV TN I—DFEELEL I~y T T aRx b HDHVIEE
Flax M ZHET 2 EWVIRNHY . £ 9705 LEBEZBA 2HE] HIEFIC
HHIZZ2 2T AEWVWH ZENRFERDHMNERNET,

Z T % ERERIICITHRBANEG IZ/2 5T DLW 7T ARFHR A
Uy bbb dEEbNET,

fitdi, > b ETHEEI LTS AGOEBIHTFIXN ST WEZRONE WS T
EW, TN, EATEAGDDIZ K o TS o fllmbdH v, BEDL H
AZTLED, FNEFBFZ EALTWS] HAWNE TFHLTWS] 2ol
MELET VML L CEBEL TV ZENEFICHEI 2> TETRBY, Tz
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WL TE Yy 77 =2 L LTHEEEREME) E WO AlgEEd EA LA TETY
F9, HOEWIE, T2A AT v 7 OREICH D L0, EAFERPIRME L TLE
HIEVNIBENR, HOLWIEXR Y Mo TND LW BATY A N—HEI|T
FEFIMEINZ 2> T LEI EV o TmBENLH D DI TT,

WNT, 20O a2 MEBEIR, ERAZB 2 0WGI08RK S L0 ) R s o
FEE 7o T DI TTIINEL, 77y b7+ —AFEENIEFICTTHIGZ X
LK 2%, HHAWIE, £ LT Ty N7+ — L% T AFIHE IR
L CIERITENL R NFIINE HRT W E WO RS . &I H) 21X HARDAIERS]
FZEERREPHLTWLLR—-FTHiEEfHIN TR, EEMIZHERINT
ETWVWHEZATYT,

PLEN, fECTNT U H T a ) I —OFR BifE L 72 Dikam & LT TR
LE L7,

4.2. HELGERNIL—ILEE

WIZZE DHHRIZHDNT, BERENL—TIE I Wb DDA H
V) ZEERETVNEET,

TP WL ONOEBIC L RS L72BIC 20 303, BRERGI 2iERIC LT
WL, TUHNTa ) I—EERICL TN EWIBLENDITE ST L G0
HIENEZ L CWSERDDH EWVWH Z &I £7,

2. REGERIL—ILER
2. Necessary Domestic Legal Reforms
A. B3| DOEBEAR
(1) RBIL—L 0% (BFEISIE. EFES. EFRD
(2) HBEBEOERAOESE CHRERE. EAMERRES
(3) H A "—t X1 T 1 OFER

A. Building foundations for transactions

(1) Making the legal framework for transactions (E-Commerce
Law, Electronic Authentication, Electronic Signatures

(2) Ensuring Consumer Trust (Consumer Protection, Personal
Information Protection, etc.)

(3) Ensuring Cybersecurity

Bl ZIX, T3y b ECTEKINBRLT DL 0D ZEIEROOENDLDIEAI N2 |
DL RFEETT,
KETHEZLTHA 2T D, BAEZTDHEND) ZENYTZVREITH ST
RS, 2y P ETEHNEZRLIETCLE Y, HDWIIETIEHA. BRGEE
Wz Z ERN— L e L THREZ > TEET,

[FIRFIZCIE EVHEE . &5 WITFIHEBE OBERPIFARLTVE NI FHEEZ LE L
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23 AL R Z DG ORMEZENT L5 EHT LN BELLR-TID L
BONETOT, HEHRE, HDWVITE NG RGENEF ICHEZICR->TEE
R

“HEAKE, VA= FX 2 )T 4 —DOMERBFEIC L S22 & THREITE -
T2 E-RPhET,

VL EDS, BRGIDOHMHESiH & WO BIR CTHUEICR > T D)= AEE-H DT
TS, R TSI NIERIZR 72 LTH, T2 BIREL T 2N H
DIEAHIENS LT, TNHDORJEICHILT D T ENMEITR>TEET,

2. BRELGZERIL—ILEE ()
2. Necessary Domestic Legal Reforms
B. TOMRET % REBE~ DRI
(4) MBI EEDRE
(5) 7w b7+ —LEZXZEDERTADRS GREFEF)
(6) BFlHE (EHEBR -EFEMEIEMICHE S HE)

B. Addressing Other issues

(4) Protection of Intellectual Properties

(5) Regulation of Abuse by Platformers (Competition law, etc.)

(6) Tax Law Reforms (Addressing the increase of cross-border E-
commerce)

FzIE, Xy F ETERBIENADTFEZLT O XY NOMMEL & H5F- T
WS D, HDHNE, 7T F T A — LN R DT N EFOILTWET N,
ZONoTe 7Ty M7+ —LHEZORMITA] 2 & 2 BH LT\, filx
T TR DS 2o THIBIT 5 2 I3 TX 500,
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3. Possible Contribution by International Economic Law
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Currently, the deadlocked Doha Round has frozen the WTO rules
which entered into force in 1995. As a result, bilateral or regional
FTAs/EPAs have introduced twenty-first century type rules
including those on E-commerce.

As one of the most advanced, E-commerce Chapter of CPTPP,
providing good basis for discussion also in E-commerce Initiative
after the WTO Buenos Aires MC11 in 2017.
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3. Possible Contribution by International Economic Law

A. DG OEEEE
(1) HR%I%)—)MD?EJ?D\ EFRIL - ERVECEARHIT (145%.

(2) HEERE BAFEREEOREMT, HHh - BEBIE (14.7%,
14,85, 14.14%%)

B)YYAR—tFa) T DEREHFTEHH (14.165)

A. Building foundations for transactions

(1) Harmonization of Legal Transaction Frameworks; Accepting
Electronic Authentication and Electronic Signatures (Arts.14.5, 14.6)

(2) Obliging Consumer Protection, Personal Information Protection and
Cooperation (Arts.14.7, 14.8, 14.14)

(3) Ensuring Cybersecurity and Cooperation (Art.14.16)
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{ EEEERERGEZES (United Nations Commission on International Trade Law: UNCITRAL) .,
— T — Z (%3] (General Data Protection Regulation; GDPR),
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3. Possible Contribution by International Economic Law
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B. Eliminating Barriers to Cross-Border E-Commerce

(4) No customs duties on electronic transmissions, Non-
discrimination of digital products (Arts. 14.3, 14.4)

(5) Free Cross-Border Transfer of Information by Electronic Means
(Art.14.11), Prohibition of requirement to locate computer facilities
(Art.14.13) , but exception for achieving legitimate public policy

(6) Prohibit the requirement to transfer or access source code of

software (Art.14.17) (So-called the three principles of TPP in red)
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6 KE - A% a - A FHWHE (United States—Mexico—Canada Agreement : USMCA)
TAEKABESWE (North American Free Trade Agreement : NAFTA),
8 HA - BU R HEERE (Agreement between the European Union and Japan for an Economic Partnership) .
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3. Possible Contribution by International Economic Law
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(8)fERE2 : BRMICEAT Ao v Y RAEERCHRA

C. Addressing Other Issues

(7) Challenge 1: Consensus building and cooperation on
competition law enforcement, especially to platformers.

(8) Challenge 2: Consensus building and cooperation on taxation,
especially to cross-border platformers
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