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Welcoming Speech
Sook-Jong Lee, President of the East Asia Insti-

tute

Hello, Good Morning. It's my great honor to wel-
come you to the second annual grantees’ meeting
of MacArthur foundations’ Asian Security Initia-
tive program.

This is a long title, so we just call it MASI.
Following the successful inaugural meeting in
Singapore, Asia, this year’s meeting also draws
active participation with forty-one scholars and
researchers, from thirty-five institutions in atten-
dance. We represent nine countries, if I call them
in descending order of the number of the partici-
pants; they are the United States, South Korea,
China, India, Australia, Singapore, Japan, Bangla-
desh, and Taiwan. In terms of country member-
ship, this gathering reminds me of one of East
Asia’s regional body that have been active since
1999. But I think here is big difference, we are
scholars and experts, free from official govern-
ment position, or domestic political interest. At
the same time, we have come here not as an aca-
demicians to develop theories or models. We are
here to exchange our frank opinions and useful
ideas on security challenges in Asia. I am proud to
say that this group has a great potential to gener-
ate influential policy impacts. Thinking of the
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importance of this program, I would like to thank
the MacArthur foundations initiative launching
this program. Particularly, on behalf of everyone
here, I would like to convey to the foundation, our
sincere appreciation of its continuous support,
despite financial constraints brought on by ongo-
ing Global Financial Crisis. Let me first briefly
introduce our institute. The EAI is young, but
rapidly growing think-tank, founded in 2002.
While engaging research on domestic public is-
sues, and policy agendas, we are committed to
expanding knowledge networks in East-Asia. As
part of these efforts, we publish the journal of East
Asian studies, as well as support and administer
the East Asia Fellowship or North America based
Scholars to conduct research in the region. We
also carry out regionally focused cross-national
surveys, linked toward renowned institutions
around the world. As an extension of these activi-
ties, we see the EAI hosting the MASI program as
one of three core institutions, to be an integral
part of our mission and commitment. It is also
privileged to expand our ties to new institutions
and corporate with renowned experts like you
through the MASI network. Dear colleagues, we
joined this program to develop policy alternatives
toward imminent as well as potential security
challenge in Asia. As a region, I think economic
conditions and future prospects are positive. By
the 2008 Global Financial Crisis hit the United
States and European countries more seriously,
economic condition of East-Asia is rather good -is
over good- in my thinking. If I compare the thir-
teen APT countries’ economic size, that are pro-
jected to surpass Europe in the near future. Our

region has two rising economies, China and India



whose economic performance has significant, and global re-
percussion due to the great size of their territory and popula-
tion. It is no wonder why the four Asian economies of China,
India, South Korea, and Indonesia are represented in the G20
in addition to Japan, which has been a long time member of
the G7. Our increasing economic capacity fails in comparison
to the region’s security challenges. We face many development
related endogenous problems, such as energy shortages, envi-
ronmental degradation, both of which are important for hu-
man security as well as sustained economic growth. We also
have territorial disputes, over islands and sea lanes. More se-
riously, we face North Korea’s nuclear ambitions that wea-
kened NPT regime. With strongly rooted nationalism, it is
difficult to forge a consensus to resolve conflicts from a wider
perspective. Above all, the level of both political trust and
military confidence is still low. We need to cooperate more
vigorously, to tackle all these security challenges to maintain,
also ensure peace in our region. At the same time, it is time
for Asians to think hard about how to respond to problems
and pressures from outside the world. All the security prob-
lems tend to be more local than economic problems we often
have to rely on global norms and regimes to settle our region-
al challenges. But linking regional issues to global ones, by
participating more actively in existing global institution, we
can make global governance more effective and democratic.
Facing a complex nature of security challenges today, we now
have to address both exogenous and endogenous security
matters. Let me repeat that this is a rare opportunity for us,
Asians from so diverse institutions to gather at the same ve-
nue. In order to facilitate the in-group networking, that has
been somewhat neglected, EAI has organized for meetings
with each research cluster, at the same time we have two top-
ics of ‘Post-crisis regional and global order’ and ‘East Asian
community’ to the table or active discussion by two groups.
Dear colleagues, let us think about higher goal with this rare
opportunity. We should encourage more active research col-
laboration across individuals and institutions participating in
this program. If we regard our networks as a mere grantees’
networks, our efforts will remain the same as other ephemeral
program that tend to be disappear when funding stops.

Therefore, we should aim at developing the current networks

through creative and collaboratively research and diverse in-
stitutional cooperation. Ultimately, I wish our efforts contri-
bute toward building an epistemic community, serving peace
and prosperity in Asia. The community, we scholars and ex-
perts, have better skills and dedication than politicians and
bureaucrats. Calling on this ambitious goal, I hope we can
stimulate each other’s imagination and generate pragmatic
ideas on the suggested agenda. Most of all, I wish for you to
enjoy this one and half day conference with friendship and

hospitality. Thank you very much.

Message Delivery from the MacArthur Foundation and

Welcoming Speech
Chaesung Chun, Chair of the Asia Security Initiative Re-

search Center of the East Asia Institute

Before the keynote speech, I would like to deliver a message
from McArthur foundation. As you know, while prepare for
this meeting, we were supported by MASI network. We have
more than forty participants here from thirty-five institutions
which all these institutions have supported us in various fields.
Also we worked in very close cooperation with McArthur
foundation. However, McArthur foundation could not send
us any representative because it is involved in foundation-
wide-review of the programs and preparation for board meet-
ing. But director Amy Gordon sent us a letter of apology and
regret, let me briefly read some part of the letter.

I am certain that East Asia Institution has made the per-
fect preparations for productive meeting and we are confident
that your work will benefit from the interaction. We also ex-
pect the meeting to enhance feasibility of your work and look
forward to spread your word about what you are doing
through the McArthur website as well as through all the initi-
ative supported web portals. Now, there is keynote speech,
our keynote speaker is secretary general of the presidential
committee for the G20 summit. Dr. Chang Yong Lee, let me
briefly introduce him. He is secretary general and new Korean
Sherpa from November, 2009. Prior to join the committee, he
served as vice chairman of the Korean financial services

commission, before that, he was professor of Economics in



Seoul National University, in Korea and University of Roche-

ster in United States. Please welcome Dr. Lee.

Keynote Speech
Changyong Rhee, Secretary General of the Presidential

Committee for the G20 Summit

Thank you for inviting me to this prestigious conference. I
especially thanks for president Sook-Jong Lee and I might say
that I am little embarrassed to give my speech to my teachers
and colleagues, Prof. Chung Jong Wook and Kim Se Yoon and
many other doctors. I was actually little embarrassed to give
speech to my teachers but I will try my best, so not to disap-
point them.

In two weeks ago we just finished Toronto Summit, so I
think it is very good time for me to speak about the primary
goal of the Seoul G20 Summit. Broadly speaking, I think ma-
jor subject of the G20 Seoul Summit can be categorized two
part. The first part is follow-up task from the previous Sum-
mit, and the second category is the new initiative that Korean
government wants to promote. As for the follow-up study, we
call them as legacy task; we can mention three important
tasks. One is so called framework for strong, sustainable, and
balanced growth; the second subject is international financial
institution reform; the third subject is the financial regulatory
reform.

Let me briefly explain about what each subject means.
The framework is basically the problem of the policy coordi-
nation, especially macroeconomic policy coordination to
achieve strong, sustainable and balanced growth. It includes
how to cooperate and harmonize fiscal consolidation. It can
also discuss the exit policy, co-operational monetary and fis-
cal policy and sensitive exchange rate mechanisms and other
structural policy for rebalancing the global economy. In To-
ronto, because of the recent European fiscal problems, the
leaders focus very much on the fiscal consolidation problems,
but in Korea, probably we will discuss more on the other poli-
cy. Especially in the first half of this year, this framework was
proceeded under the assumption that each country will coo-

perate policy options by groupings. For example, rather than

specified policy options by individual country level, in Toron-
to Summit, leaders focus on the policy recommendations by
groups. For example, what kind of policy the advanced and
surplus country has to adopt or what kind of policy the
emerging deficit country has to adopt, such like that we focus
on the policy coordination problems by grouping the coun-
tries. But in the second half of this year, the leaders decided to
describe the policy options by country level. So, from the
second half, we have to discuss what China has to do, what
Unites States have to do, what Korea has to do to rebalance
world global economy. As such, it is going to be much dispute
and will cause heated debates and I think policy coordination
may become politically more difficult, but on the other hand,
it may have more meaningful result by November. So the first
task was policy coordination, so called framework.

The second subject is international financial institution
reform, such as IMF reform or World Bank reform. You must
know the intention right. After the Lehman Brother’s collapse,
the global economy fall into the Great Recession and interna-
tional institution such as the IMF or World Bank were heavily
criticized for not preventing the crisis, or handling the crisis
properly. So the leaders decided to reform those international
institutions. The reform agenda includes capital increase be-
cause they mainly need more resources to help the poor coun-
tries or the vulnerable countries and the reform also includes
new mandate because leaders want to revisit what kind of
function they have to perform properly. And more important-
ly, the leaders decided to review their governance issues, espe-
cially for the quota or the voice reform because there was gen-
eral understanding that those institutions’ quota was more
biased toward specific continent or some countries, so given
the rise of many emerging economies there was a voice that
government structure of the international financial institution
has to be reform than revised. So this year in Toronto Summit,
leaders have discussed about World Bank reform, and they
finished quota shift from the overrepresented country to un-
derrepresented country in the case of the World Bank. But
IMF reform still remains as homework to us and in broadly
speaking, leaders agreed to shift five percent of the IMF quota
from the overrepresented country to underrepresented coun-

try but the details has to be solved by the November, in Seoul



Summit.

The third topic is famous financial regulatory reform,
and needless to say financial market was one of the main
causes of this crisis. And leaders call for the drastic reform
and special regulation supervisory reform for the financial
institutions. And in Washington Summit, they are listed forty-
seven specific reform agendas and the timetables, and now
the G20s are monitoring the progress of the financial regula-
tory reform. In Toronto, leaders focused more on the one sub-
ject which is financial burden-sharing, it is known more fa-
mously as bank levy, it is about how much and whether finan-
cial institution has to bear the cost of the bailouts during the
crisis or for the future risk. We agreed to specify the broad
principles for the bank levy in Toronto, so I think issue of the
financial burden-sharing is generally completed. But in Seoul
Summit, the other two important financial regulatory reform
issues, one is prudential regulation issue, especially capital
adequacy issue, so called Basel III, will be discussed; and
second important issue is how to regulate the significant-
ly(systematically) important financial institutions, so called
SIFDs, and how to resolve them if they have problems. This
two prudential regulation and SIFI issues will be the most
important agenda in Seoul Summit’s financial regulatory
reform. So this three framework SIFI reform, financial regula-
tory reform, other legacy task that we have to deliver by No-
vember in Seoul is very important for us to have a concrete
deliverable outcome by November.

During the height of the crisis, we witnessed extraordi-
nary of the G20 countries in order to avoid another round of
the Great Depression. So now, I think that expectation of the
G20 has an effective fora which delivers real outcome well
spread to general public’s mind, but as the economic recovery
is in progress, I think the urgency of the policy coordination
seems to begin to erode and now many historians say that
extraordinary policy coordination that we have witnessed in
2008 and 2009 maybe a historical aberration rather than a
achievement of G20 countries due to the crisis. So if that is
true, and if Seoul Summit fails to deliver the concrete deliver-
able outcomes in November, I think that Korea will be blamed
in some sense. If that happens, I think that the legitimacy of
G20 and effectiveness of G20 can be doubted too and we will

never know whether the G20 will continue or the new for a
will emerge. That is the kind of things we really have to avoid
from the point of Korean government because Korea is the
first non-G8 country which host this kind of international
forum. So, I may be too naive to say this one, but I really hope
that in Seoul Summit, we really want to demonstrate non G8
country has an intellectual ability to manage this kind of in-
ternational forum and by doing so, we want to contribute to
the global society. By showing our ability, to deliver these po-
litically difficult outcomes in November, we would like to
contribute and solidify the ground of the G20 as a premium
forum for economic cooperation for the global society. So the
first objective that we had to have deliverable outcomes for
this legacy task in November and to demonstrate our ability
to manage this important forum, we want to solidify the
ground of G20 as a premium forum for international eco-
nomic cooperation.

The second category which I call the Korean Initiative
includes three subjects. One is so called global finance safety
net; the second one is development; the third one is business
summit. Let me explain what the global safety net means. Af-
ter the Lehman collapse, actually at that time I was the vice
chairman of the financial service commission and immediate-
ly after the Lehman collapse we checked our balance sheet
and exchange rate positions and foreign reserves and eco-
nomic condition in general. To speak frankly, I did not expect
that we would suffer from the crisis as we suffered in 2008 by
looking at the data. And I knew that after 1997, when we had
Asia Financial Crisis, we paid high tuition and reformed our
economy significantly; reduced average ratio of cooperation
of government; reformed our financial market; introduced
new exchange rate management system; increased foreign
reserves, so we thought that we would not have very signifi-
cant negative impact unlike the 1997. But I was wrong, and I
could not sleep for three months. I had to check every morn-
ing what happened to New York not because our financial
institution was weak but because we have to use dollar, the
international currency. When the Lehman collapsed, financial
institutions in advanced country has liquidity problem pulled
out the liquidity from the Asia, especially Korea, because Ko-

rea has most liquid market. Because of this shortage of global



liquidity, Korea was not immune to the global crisis. Ironically,
it was only the United States when they actually offered Fed
swap lines, then our financial market became stabilized. So at
that time we really realized the sorrow for not having interna-
tional settlement currency.

From this experience, we want to propose that it is very
important to have a global financial safety net which means
that in the case of global financial liquidity shortage, we
would like to have some insurance mechanism so that emerg-
ing economies which do not own international settlement
currency can avoid this kind of spillover effect. What we have
in mind is to make IMF to provide similar functions as the
Fed did in 2008. Because Central bank has many reasons not
to continue the SWAP lines, but as economy recovery starts
Fed and most central banks start to withdraw their existing
facilities for this kind of global liquid provision. And it will be
pity if we just let them disappear without having any mechan-
ism to guarantee this kind of liquidity provisions in the case
of the emergency like Subprime crisis happen.

So what we are proposing is to mandate IMF and provide
new functions to the IMF, to address this kind of problem.
This mechanism is called global financial safety net. We made
an significant progress and in Toronto Summit, if you read an
communiqué, leaders agreed to study the policy options for
global financial safety net and urges IMF to expedite its land-
ing facility reform under this line. I think IMF is currently
examining the landing facility, and we hope that we would
achieve something by November. I think the need for global
financial safety net is more strongly demonstrated by recent
European crisis because many emerging economies are wor-
rying about spillover effect from the European crisis. If we
can introduce this global financial safety net, it can contribute
to global society especially for those emerging economies and
lower-income countries.

The second initiative we would like to propose is devel-
opment. It is so natural for Korea to discuss this issue because
Korea is the country which has transformed its economy from
the aid recipient country to donor country within a one gen-
eration. We still have living memory of what the development
means. I hope you agree with my assertion that Korea is in

good position to discuss development issue. Also, we believe

that development is very important issue for the global econ-
omy rebalancing. If you look at the current economic condi-
tion, the biggest problem is that advanced economies, because
they were severely hit by the crisis, I think it is the fair judg-
ment that they cannot lead world economy as they did in last
half century. In order to have strong growth in global econo-
my, there might be alternative source of aggregate demand in
the global economy to complement the drop of the aggregate
demand in the advanced economies. Which means that the
development and economic growth of the lower-income
countries and middle-income countries is very important
issue because realistically speaking, consumption of the
emerging economies and investment, especially the infra-
structure investment, to the lower-income countries may be
the most likely source of the new demand for the global econ-
omy to compensate for the aggregate demand in the advanced
economy. So development can cover so many things. For ex-
ample, development issue under the G8 focus more on the
aid-effectiveness; if it is a development issue by UN, they may
focus more on the UN MDG which focus more on social di-
mension of development. But we believe under the G20, be-
cause G20 has mandate to be an economic premium forum
for economic policy coordination so we believe that it is more
natural for the G20 to discuss development issue from eco-
nomic growth oriented approach. In November, in order to
complement existing development issues we propose to dis-
cuss economic growth of the lower-income countries and
middle income countries as an important topic for us to focus
on. There are more specific contents on the development
agenda, but given the time limit, I just mentioned general
direction they want to go. So, in order to complement UN
MDG approach, in order to complete GA’s aid-effectiveness
approach, in G20, we would like to focus on the economic
growth of our lower-income countries and middle-income
countries in November.

Finally, the last Korean initiative is Business Summit. On
the margin of the G20’s meeting in November 11", we would
like to have Business Summit together and we will invite
about hundreds of world leading CEOs in Seoul and provide
them opportunity to discuss about world economy situations

with leaders. The intention is that now the current recovery is



being progressed, but economy recovery so far is heavily de-
pendent on government expenditure and government led. But
in order to have sustainable economic growth, we believe that
private participation is very important, especially the invest-
ment from the business sector must now lead the economy
and complement the fiscal side of the economic recovery.
That is one objective why we want to have Business Summit
in Seoul. The other objective is that the G20 is basically gov-
ernment-led and only leaders meeting, and there is no chan-
nel which private sector can convey the messages in global
discussions. At this moment, we want to lead by example. So
we want to propose Business Summit and if leaders think it is
quite useful, we hope that Business Summit can be institutio-
nalized as a part of the official channel which leaders can col-
lect private sectors’ voice. So in context-wise, we are trying to
achieve concrete outcome in legacy task, we know that aca-
demic solution already exists, but its political will that deter-
mines whether we can achieve concrete outcomes for the
three legacy tasks, framework, IMF reform, and financial reg-
ulatory reform, so Korea will try best to deliver political out-
comes for this three important subjects so that we can contri-
bute to solidifying G20 reputation. Also we want to extend
topics for the G20. So far G20 has focused on the crisis man-
agement but in order to become real premium forum for eco-
nomic cooperation for global economy, we believe that G20
has moved beyond crisis management and they have to pre-
pare for the beyond crisis. That is why we are proposing New
Korean initiative such as the global financial safety net and
development. I know that many leading academics and insti-
tutions are here today. I hope that we can get full support
from the institutions. If you have any comments or ideas we
must have by November, I would appreciate greatly if you
send us your opinions. The Seoul Summit is the first meeting
that non-G8 country hosts this kind of important interna-

tional forum. Thank you very much.»
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