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EasternTime:

when

goes global

In recent years, the international ICT policy debate has centered on
European and US decision-making. However, this binary focus neglects
the growing influence of East Asian powerhouses like China, Japan and
South Korea in shaping the global regulatory environment.

“China, Japan
and South Korea
are economically

too important

to ignore”

ICT has become a defining aspect of modern so-
cieties. It underpins daily life and work in all ad-
vanced economies, and is an increasingly impor-
tant driver of socio-economic transformation in
developing countries.

The extraordinary proliferation and complex-
ity of ICT creates an unprecedented challenge
for regulators, who are struggling to develop hor-
izontal, future-proof policies that enable digital-
led growth whilst offsetting risks like crime fa-
cilitation and breaches of privacy.

In addition, regulators have yet to crack the
problem of keeping legal frameworks relevant and
effective when ICT is constantly disrupting the
economic status quo.

Until now, the focus of the policy debate in Eu-
rope has been three-fold. First, interested parties
are analysing how market and sectoral devel-
opments in the US are challenging existing laws
at home and abroad. Second, the debate is fo-
cused on the impact of EU policy developments
as a potential precursor to international ICT
rules. Third, there is speculation about the im-
pact of a widening divide between Brussels and
Washington over differences in ICT policy, and
particularly around the perceived targeting of US
tech giants by EU decision-makers.

Although undoubtedly important in the glob-
al regulatory context, an exclusively transatlan-
tic focus is leading businesses and authorities to
neglect the policy impact of economically and
politically important countries in Asia.

ICT policy

This article adds a new dimension to the de-
bate by comparing political approaches and leg-
islative agendas in China, Japan and South Ko-
rea. It is structured around four key pillars — Pol-
itics, Principles, Power and Priorities — and
concludes with an analysis of trends shaping pol-
icy in all three countries and what they mean for
ICT policy formulation globally.

MACRO CONSIDERATIONS
This article rests on three important consider-
ations:

First, China, Japan and South Korea have
emerged as major economic powers that can
compete with the traditional titans — the US, Eu-
rope and Russia. China is second only to the US
in GDP terms, and Japan comes third despite trail-
ing China by a significant amount [1].

South Korea is fast becoming a worthy com-
petitor in its own right, jumping to 11th place in
World Economic League Tables ahead of Euro-
pean countries like Spain (14th), the Netherlands
(17th) and Sweden (23rd). International Mone-
tary Fund (IMF) data show that all three are set
to enjoy continued growth in real GDP terms to
2020. Despite a slowdown in China, the country
is still expected to overtake the Western super-
powers quicker than expected — by 2025.

Second, all three countries are important ICT
players. In 2013, China was the top exporter of
ICT goods, accounting for 32 percent of the first
10 countries’ combined exports, and 6th in the
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export of ICT services. By the same parameters,
South Korea and Japan accounted for 7 percent
and 4 percent of exported ICT goods respective-
ly, and slightly less for ICT services [2].

In particular, South Korea is considered one of,
if not the most advanced ICT economy in the
world, based on international indicators like pro-
ductivity, tech density and patent filings [3]. It is
consistently ranked first for business expenditure
in R&D, has produced global ICT companies, and
comes in 1st or 2nd for fastest internet speeds,
depending on the source.

Third, we assume that with economic clout
comes policy influence. Efforts toward global
regulatory convergence are gaining momentum
as our societies and economies merge, which in
turn increases the impact of policymaking in Chi-
na, Japan and South Korea on the global regula-
tory environment.

THE POLITICS

Aside from official discourse around the econom-
ic opportunities of ICT, a number of tacit politi-
cal objectives inform ICT decision-making in Chi-
na, Japan and South Korea.

Under Chinese President Xi Jinping, the gov-
ernment’s ambitions are four-fold:

@ Increase trading and negotiation power di-
rectly through ICT capability and by reducing
ICT import dependence;

@ Create national ICT champions at home and
build their capability to compete in the global
arena;

© Strengthen capacity to defend national secu-
rity via ICT;

O Control ICT in a way that ensures domestic
stability.

Some of these objectives are also relevant to Chi-

na’s major trading partners. Many countries en-

gage in policy activities to leverage ICT in a way

that strengthens their geopolitical power. Setting
policies to develop national champions is also
common. The EU has embarked on a wide range
of reforms under its Digital Single Market Strat-
egy with this exact objective in mind.

However, the extent to which two core aims of
the Chinese government — to protect domestic
companies and deliver national security — man-
ifest themselves in ICT policies is open for dis-
cussion.

First, asymmetric data protection legislation fa-
vours state-owned actors. The latter are free to
share user data with the government, while pri-
vately owned companies and foreign players are
forced to comply with strict data protection ob-
ligations.

Second, the Chinese government imposes re-
strictions on activities online that could be even
vaguely linked to terrorist activity. An antiterror-
ism law proposed in 2015 greatly elaborates the
definition of terrorism to any “proposition or ac-
tivity — that, by means of violence, sabotage or
threat, generates social panic, undermines pub-
lic security, infringes personal and property rights,
and menaces government organs and internation-
al organizations — with the aim to realize certain
political and ideological purpose” [4]. The law also
seeks to strengthen intermediary liability by man-
dating law enforcement access to decrypted data.

By contrast, Japanese Prime Minister Shinzo
Abe’s government has three political objectives
in mind when developing ICT policies:

@ Use ICT as a platform on which to play eco-
nomic catch-up with China;

© Harness the predicative power, immediacy and
reach of ICT to build resilience against nat-
ural and man-made disasters;

© Leverage Japan’s strong performance in ICT to
foster international trade relations and po-
litical agreements.

NOSSOI

“With economic
clout comes policy
influence”
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The use of ICT in disaster prevention and re-
sponse is somewhat unique to Japan. Cataclys-
mic events like the 2011 Fukushima Daiichi nu-
clear disaster, triggered by a tsunami, and regu-
lar earthquakes have put pressure on the govern-
ment to adopt ICT policies that reinforce infor-
mation systems and exploit the power of infor-
mation flows and data gathering in preventing
and mitigating the damage caused by disasters
(5].

The South Korean government’s main politi-
cal objectives are clear: cater to the needs of a
tech-addicted populace, attract foreign direct in-
vestment in indigenous technology, avoid use of
the internet in a way that weakens traditional so-
cietal values, and maintain a degree of coordina-
tion and control over market disruption.

A unique consideration in South Korea is the
use of ICT to circumvent the country’s relative-
ly disadvantageous geographical location. Ef-
fectively cut off from mainland China by the se-
cretive North Korea and from Japan and Taiwan
by sea, South Korea has become very reliant on
ICT to foster and execute cooperation with the
international community [6].

THE PRINCIPLES

To understand the direction and substance of ICT
policies in these three countries, it is important
to consider the principles behind them.

In China, policies are made by a conservative,
centralized and risk-averse Communist Party.
The ICT legal framework is based on the assump-
tion that technology is a proprietary state asset.

In terms of policies enabling ICT, there is strong
political trust in the concept of cost innovation,
which involves optimizing the Chinese cost ad-
vantage to offer consumers more at a lower price.
This differentiates China from Japan, South Ko-
rea, Europe and the US, all of which are more fo-
cused on direct product and service innovation

through greater functionality and a higher level
of technical sophistication [7].

Also unique to China is the principle of state
subsidization, both in a policy and business con-
text. The government gives huge financial back-
ing to policy initiatives. An example is Premier Li
Kegiang’s ‘Internet Plus’ strategy of March 2015;
the Chinese equivalent of Germany’s “Industry
4.0”. This long-term initiative aims to help Chi-
nese manufacturers deploy mobile internet, cloud
computing and big data analytics, and is backed
by serious state investment. A total of CNY 430
billion (USD 66.6 billion) was spent in 2015 and
CNY 700 billion (USD 108 billion) is planned in
2016 and 2017 to beef up nationwide internet ac-
cess. An additional CNY 140 billion (USD 21 bil-
lion) will be devoted to improving rural connec-
tivity by 2020 [8].

On the business side, a recently announced plan
would provide massive subsidies to Chinese-
owned integrated circuit companies, impose
forced R&D and IP localization measures on for-
eign firms, develop Chinese-only technical stand-
ards and establish discriminatory government
procurement measures [9].

In Japan, policies are based on the belief that
ICT should be a ubiquitous and inclusive aspect
of society that “connects everyone and every-
thing” [10]. There is also an underlying principle
that the role of the government should be to pro-
mote the development and export of ICT.

These principles have manifested themselves
in citizen/consumer-driven ICT policies on the
one hand, and in government strategies and ac-
tion plans designed to harness ICT capability in
non-ICT sectors on the other. Since his election
in 2012, Prime Minister Shinzo Abe has sought
to develop Japanese capabilities in the sharing
economy, the use of cloud-based services and big
data analytics, and the digitalization of transport
and manufacturing sectors. The government has

NOSSOd

“In South Korea,
the onus is on a
transition toward
a fully-fledged
knowledge eco-
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also begun to abolish discriminatory rules like a ban
on the online sale of over-the-counter drugs [11].

There is political consensus in Japan that ICT
offers an answer to important structural and eco-
nomic challenges, like a large deflationary gap,
arapidly ageing population and huge national debt
(Japan has one of the highest debt to GDP ratios
in the world). An example of this is the gearing of
digital policies toward the application of ICT to
health care services as a way of easing demand for
elderly care services [12].

Finally, despite its progressive market econo-
my, Japanese ICT policies are in part shaped by
the country’s long history of government inter-
vention in business. Despite a new deregulatory
agenda, mass-market disruption is still viewed
with a certain degree of scepticism by the govern-
ment, with a preference instead for a coordinat-
ed approach to innovation.

In South Korea, three political principles un-
derscore ICT policy. Firstly, the government as-
sumes that foreign direct investment is directly
related to the positive perception of its politi-
cal and regulatory environment. It is keen to
address international claims that the legal envi-
ronment is not as conducive to ICT penetration
and development as it could be. The World Eco-
nomic Forum’s Global IT Report 2015 puts South
Korea in 42nd place out of 142 countries [13]. Al-
though this places the country in the upper 30
percent, it is nevertheless disconcerting given
South Korea’s global ICT leadership.

Secondly, the government largely observes the
principle of light-touch regulation. Following a
period of increased regulation from 2005 to 2007,
largely in response to the growing dominance of
KT Corporation (formerly Korea Telecom) and
the unprecedented influx of e-retailers into the
market, the government has scaled back heavy-
handed rules in some areas. It is now focused
more on subsidy-driven policies and framework

strategies that target internet access, e-skills and
training. Policy development is driven by strong
trust in supply and demand-side promotion and
private-sector investment.

Nevertheless, the government is not immune
from taking certain protectionist measures, par-
ticularly with regard to smartphone production
and the protection of conservative societal values
[14].

THE POWER
A crucial aspect of ICT decision-making is where
the power lies, both officially and unofficially.

In China, the General Office of the Commu-
nist Party of China (CPC) and the General Of-
fice of the State Council are responsible for long-
term ICT development. A case in point is the de-
velopment of the watershed Informatization De-
velopment Strategy 2006-2020 [15], which sets
out China’s goals in informatization development
for the next 15 years and fell under the joint re-
mit of these offices.

For the mid-term, the Central Committee of
the CPC Congress produces strategies, whilst
sector-specific policies fall to the State Council.

It is always challenging to pinpoint individual
influencers within the government, but China’s
“cyber czar” Lu Wei is widely considered to be ex-
tremely powerful. An official of the CPC, he is
“the doorkeeper for American Internet compa-
nies to the lucrative China market” [16].

From a lobbying perspective, China’s roughly
150,000 state-owned enterprises (SOEs) are an
influential force in policy development. They em-
ploy over 30 million people, and contribute near-
ly a third of China’s GDP. Their business interests
thus naturally play a role in the speed and direc-
tion of the economic rebalancing and policy de-
velopment in Beijing [17].

There is an emerging trend within the govern-
ment to consult non-state-owned companies.

NOSSOI
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This is partly due to a growing recognition that
the input and buy-in of major players like Alib-
aba and Tencent are required if the government
wants to develop ICT policies that reflect mar-
ket reality. The chairman of Alibaba, Jack Ma, is
an internet maverick from whom politicians feel
they can learn, given his success in responding
effectively to China’s low-trust economy where
buyers and sellers are often suspicious of each
other online [18].

Japan has a bicameral political system that
consists of an upper and a lower house, togeth-
er forming the so-called National Diet. The Diet
and individual ministries play a central role in
policy development. ICT bills are either pro-
posed by a member of the Diet or by the Minis-
try of Internal Affairs and Communications
(MIC).

One limit to the MIC’s power to drive ICT pol-
icy development is the fact that the legislative pro-
cess is rather slow when a bill comes from this sec-
tion of the government. It must first be approved
by the Commission of Inquiry, and consultations
must take place with ministries as well as the rul-
ing party and then the Cabinet Legislation Bureau
before it is submitted to the National Diet for a vote.
If a bill is put forward by the Diet, much of this bu-
reaucracy is circumvented, which is a huge advan-
tage in the regulation of a sector that requires quick
action given its dynamic and fast-paced nature.

Stakeholders seeking to influence policy in Japan
often work from the bottom up. Junior Policy Of-
ficers are most informed about drafts, followed by
Senior Officers. Political appointees at the top of
the hierarchy within a ministry have a more repre-
sentative role, and are lobbied when a particular is-
sue has become heavily politicized or is the subject
of international trade negotiations.

An important dimension of Japanese decision-
making is the idea of government-business part-
nerships, or a “triangle of power” [19] between the
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bureaucratic layer (ministries), the business com-
munity — comprising ICT manufacturing giants
(like Sony, Panasonic, Hitachi and Toshiba), busi-
ness associations and councils (like the Japan Busi-
ness Federation or Japan Chamber of Commerce)
and peak associations of big business (Zaikai) — and
the major political parties.

In a similar vein to South Korea, the close in-
volvement of business is due to a legacy of strong
governmental intervention in the private sector and
the belief that collaboration and consultation pro-
duces more easily implementable and accepted reg-
ulations in the longer term.

In South Korea, the recently established Min-
istry of Science, ICT and Future Planning (MISP)
is responsible for the development of ICT policies.
This follows a prolonged period of change within
the government, where different ministries and
government authorities were made responsible for
ICT policy formulation. Between 1994 and 2013
alone, this responsibility was successively held by
the Ministry of Post and Communications (up to
1994), the Ministry of Information and Communi-
cations (1994-2008), the Korea Communications
Commission (2008-2012), and the Ministry of Fu-
ture and Creative Sciences (from 2013), which was
renamed MSIP [20].

The degree of priority given to ICT within the
government is also evidenced by the Chairmanship
of the Informatization Promotion Committee,
under the direction of the Prime Minister.

Interest groups have strong influence and have
grown in number and size over a prolonged peri-
od of time. In contrast to Japan or China, where
business has the main external say in policy devel-
opment, South Korean political culture allows for
cooperation between the government and business
associations, labor unions, professional organiza-
tions, and non-profit, social, cultural or religious
bodies. The Federation of Korean Industries (FKI)
wields particularly strong influence.

NOSSONI
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THE PRIORITIES

When it comes to policy priorities, there are
broad similarities and granular differences be-
tween China, Japan and South Korea.

China’s policy priorities can be categorized into
two types: domestic and cooperative.

Internally, key government priorities include
cyber and national security, the digitalization of
industries, building home-grown champions, the
development of indigenous ICT and reducing re-
liance on imported cloud computing, Internet of
Things (IoT) and data innovation technologies.

Recent watershed policies include new cyber-
security regulation, which took legal effect on Jan-
uary 1, 2016 and grants law enforcement access to
the decrypted data of telecommunications and in-
ternet users for the purposes of counter-terrorism
and national security. Although the law stopped
short of imposing data localization rules, which
would have forced companies to store local user
data at storage centres within China following the
Russian example, this increase in intermediary
liability has drawn criticism from the European
Union Chamber of Commerce in China, which
believes it will undermine the value of the inter-
net and force out foreign competition.

Other policy priorities can be largely attributed
to demands from China’s trading partners, with
whom its relations are becoming more important
as its economy slows. These include the strength-
ening of intellectual property protection — a key
discussion point in China’s ongoing negotiation
with the EU on the two countries’ Investment Part-
nership — and the removal of trade and reputa-
tional barriers that impede the export of Chinese
hardware. The Chinese government also wants to
take a leading role in the development of global
ICT standards in the hope that Chinese-developed
standards for IoT, big data technology and cloud
computing will become the international norm.

Japanese priorities include data flows, ICT
standards, and the continuation of strong intellec-
tual property protection, as well as the creation of
an e-society that better leverages ICT to address
structural and economic challenges.

Japan is keen to increase cooperation with the
EU and US in these areas, as it is trying to align do-
mestic rules with international norms in a bid to fa-
cilitate trade and market access. ICT is a key chap-
ter of the EU-Japan Free Trade Agreement (FTA)
negotiations, and there are cooperation schemes in
place like the co-funding agreement between the
Japan Science and Technology Agency and the Eu-
ropean Commission, which aims to support EU-Ja-
pan collaboration in research and innovation [21].

In South Korea, the onus is on a transition to-
ward a fully-fledged knowledge economy as ICT
emerges as the most important driver of both eco-
nomic growth and South Korea’s appeal as a trad-
ing partner. The government is therefore focusing
on contributing to the global debate on ICT stand-

ards, further improving its already high level of in-
ternet literacy, maintaining strong IP protection and
removing remaining barriers to market entry for
international firms [22].

CONCLUSION

While analysing the nexus of Chinese, Japanese and
South Korean ICT policies is a complex task, it is
possible to identify some key trends and draw con-
clusions about where they compare, and where they
differ.

China, Japan and South Korea all view ICT pol-
icy as being an effective instrument to deliver na-
tional security and safety, though from vastly dif-
ferent angles. The Chinese are concerned about the
use of ICT to facilitate terrorist activities and crime.
How ICT could impact South Korea’s ongoing ten-
sions with North Korea is a constant consideration.
Japan is also concerned about national security, al-
though more from a natural or man-made disaster
perspective.

All three countries are focused on spreading the
advantages of ICT to sectors like industrial man-
ufacturing, health care and transport. China has
gone much further in terms of policies favoring do-
mestic firms, whereas Japan and South Korea main-
tain coordinated and liberalized market economies
comparable to Western powers.

The three nations differ quite dramatically in
their approaches to ICT regulation. China is keen
to maintain a top-down approach that relies on
stringent control of the sector through interven-
tionist regulation and state-controlled subsidies.
Under Prime Minister Abe and his ‘Abenomics’
school of economic thought, the Japanese govern-
ment is embarking on deregulatory reforms and the
encouragement of private investment in ICT. The
current South Korean government’s approach is
similar to that of the UK, where a light-touch ap-
proach is favored except in cases of market or reg-
ulatory failure, or to protect societal values.

In all three countries, further developing in-
digenous ICT capability, influencing the devel-
opment of global standards, and creating na-
tional champions are top of the political agenda.

IMPACT ON GLOBAL POLICY DEVELOPMENT
The impact of policy developments in all three
countries on the tone and substance of the inter-
national policy debate is set to increase in the
years to come. This is due to three reasons.

First, China, Japan and South Korea are eco-
nomically too important to ignore, notably for
post-recession countries like the US and regions
like the EU. What happens on a policy level in
these countries matters, particularly as they seek
to strengthen their voice in international fora like
the ITU and step up efforts to conclude free-trade
agreements with major partners.

Secondly, they have strong capabilities to pro-
duce ICT champions, though more in goods

“Multinational
corporations and
requlators alike
must consider the
growing Asian
influence in global
ICT policy deve-
lopment”




than in services. As national and supranational
governments around the world seek to create reg-
ulatory environments that promote ICT devel-
opment, the focus will turn more and more to the
Asian context for guidance and best practices.
Thirdly, all three governments have robust and
clear ICT policy agendas, and the capability to
execute them. China in particular is pressing
ahead with controversial reforms despite criti-
cism from stakeholders, and this forceful deter-
mination will impact the international debate
whether its policy activities are accepted by the
international community or not. China is also
likely to try to align its policies with those of oth-
er regions, or alternatively to export its standards
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abroad, as its economy slows and becomes more
reliant on trading partners.

The bottom line? Multinational corporations
and regulators alike must consider the growing
Asian influence in global ICT policy develop-
ment. Without a multi-dimensional perspective,
EU and US regulators will negotiate “internation-
al” standards that fail to integrate the particular-
ities of these important economic actors and will
adopt exactly the kind of regulation the business
world wants to avoid: unilateral, ‘one-size-fits-
none’ laws that cannot keep up with or promote
the development of a prosperous, global ICT in-
dustry. @
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