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Jeju, Korea
On behalf of the PECC Chair, we thank you for this opportunity to update APEC Senior Officials on our work. 

The Asia Pacific community concept

The first PECC General Meeting was held twenty five years ago in September 1980 in Canberra, Australia. This was the first time that policy makers in the Asia Pacific had the opportunity for a dialogue process on regional cooperation. This year, PECC’s General Meeting in Seoul will look at the original vision of a Pacific-wide community and assess its relevance in today’s global society. The year 2005 is a vital year for trans-Pacific cooperation as the region attempts to redefine its agenda and role in global affairs and confronts major policy challenges.

It is clear however that in as far as economic relationships are concerned, trans-Pacific trade and growth remains vital to economic stability and growth. This includes East Asia’s bilateral trading relationship with North America as well as the increase in trade between South America and East Asia. Indeed these relationships are strengthening rather than diminishing. The rationale behind the concept of trans-Pacific economic cooperation remains as valid as ever, even as the agenda for that cooperation requires periodic renewal to keep pace with changing economic circumstances.

In PECC’s statement to APEC Ministers in Santiago we highlighted three concerns about APEC’s performance: the risk that APEC will fall short of its first milestone in 2010 along the road to the Bogor goals; proliferation of PTAs in the region; and the importance of maintaining and accelerating progress on facilitation. In our view, these concerns are shared by the business sector in ABAC who have proposed their own solution to these concerns. We believe that the Santiago Initiative announced by APEC economic leaders reflects their recognition of these concerns.

We look forward to the results of APEC’s efforts to address these concerns  this year under the theme of “Towards One Community: Meet the Challenge, Make the Change”.  We emphasize the importance of ensuring that the idea of an Asia Pacific community is not lost amongst disagreements over modalities, such as the relative merits of binding and voluntary commitments.

Contribution of Institutional Reform 

We would like to express our sincere gratitude to APEC Secretariat Executive Director Ambassador Choi for taking the time to participate in the PECC meetings held in Jakarta last April. Included in this series of meetings was a public seminar on the “Future of Asia Pacific economic cooperation”. 

This event drew substantial interest from the Indonesian business, academic and government sectors. The message from the seminar was that Asia Pacific cooperation has been a major contributing factor in the development of the region but that there is a need for institutions including APEC to adjust to new challenges. One idea that is continually raised in PECC’s discussions is an expanded role for the APEC Secretariat and the corollary strengthening of the Secretariat’s capacity. This could be important for example to an enhanced peer review process.  Although this idea implies an increase in the costs of maintaining the Secretariat, we believe it would be worth exploring whether such a move could create potential for offsetting economies in other aspects of APEC’s operation.  We will be publishing a summary of the proceedings from the seminar shortly where a fuller discussion of this idea will be evident.

PECC has been undergoing its own discussions on internal reform and the relevance of its mission and work to the changed environment in which it operates. Over the coming months we will be implementing a number of reforms to improve the way in which PECC operates.

Building an Asia Pacific Economic Community

The PECC Trade Forum and APEC Studies Centers Consortium’s joint meeting on “Building an Asia Pacific Economic Community” , held in Jeju on 23-24 May, highlighted some of the challenges faced by APEC in its quest for an Asia Pacific community. The issues raised by the proliferation of RTas/FTAs received considerable attention from speakers and discussants.  The urgent need for more coherent linkages between APEC’s work on trade and financial cooperation was another point emphasized.  More broadly, many presentations at the meeting highlighted the sense that the growing complexity of the interaction between economic and political developments in the region, and the experience of sudden shocks such as SARS, the tsunami and terrorist attacks, increasingly call into the question the realism of attempting to maintain a separation between economic and other factors affecting Asia Pacific cooperation.  In the face of this rapidly increasing complexity strong visionary leadership becomes more important than ever. 

The joint meeting in itself was a further example of cooperation between various parties concerned with the furtherance of Asia Pacific cooperation. At a time when resources are scarce this kind of event helps to prevent the duplication of efforts.  This is something that has been emphasized from the very beginning of APEC’s existence, reflected in the assertion in the Chairman’s summary that “cooperation should complement and draw upon, rather than detract from, existing organizations in the region”. Given the current proliferation of inter-governmental and informal dialogue mechanisms, the current discussions on reform should be widened to include broader stakeholder discussions on the relationship that the various organizations with overlapping membership have with each other.
APEC Mid-Term Review 

We endorse the decision that APEC’s mid-term stocktake should be focused on producing a “road-map to the Bogor goals”.  The “road map” should highlight the future steps and processes needed to meet those goals, particularly the rapidly approaching first milestone in 2010, and should also highlight the institutional changes needed to adapt APEC to the requirements for pursuing the Bogor goals in today’s economic environment.  We thank the SOM Chair for giving PECC an opportunity to contribute to the stocktaking process.  PECC’s “stakeholder report” for the mid-term stocktake is available on the PECC website.

Accurate information on the current state of impediments to trade in the region is an important element in constructive discussion about how to address the remaining challenges.  As a further contribution, PECC is also working in partnership with multilateral institutions on a detailed analysis of the current state of tariff barriers APEC economies, and a survey of non-tariff measures faced by exporters from APEC economies. PECC is also pioneering the use of all available information to produce the most complete assessment possible of the current state of services trade liberalization in the region, beginning with a pilot project on three key sectors.   Results from these projects will be presented at PECC’s General Meeting in September.

RTAs/FTAs

The proliferation of preferential trading agreements is a fundamental change that has taken place in recent years in the region’s trade and investment environment.  While many commentators have expressed concern over these developments, it is also clear that much of the liberalizing energy of the region is now being channeled into RTAs/FTAs, and that the proliferation of these arrangements will continue in the foreseeable future.  The challenge for APEC is to harness the momentum behind the spread of these arrangements to promote the eventual integration rather than fragmentation and disintegration of regional markets.  

APEC has made an important first step with the adoption in 2004 of its guidelines for “Best Practices in RTAs/FTAs in APEC”.  Faithful implementation of these guidelines will be important in ensuring that PTAs among APEC members contribute to achievement of the Bogor goals.  Developing procedures to review RTAs/FTAs between APEC members will be an important aspect of implementation.  PECC also strongly advocates further work to build on the “Best Practice” guidelines, aimed in particular at exploring the possibility of promoting eventual convergence among APEC RTAs/FTAs by developing consensus around the design of provisions that best satisfy the guidelines.  This is explained in greater detail in PECC’s mid-term stocktake report, which also highlights rules of origin as a priority area for further work, building on the excellent workshop held by APEC’s Market Access Group last February. The impact of rules of origin on business will be the subject of a session at the forthcoming PECC General Meeting in Seoul on 5 September. 

PECC has assisted ABAC by providing an objective assessment of ABAC’s proposal for a Free Trade Area of the Asia Pacific (FTAAP).  PECC recognizes the potential of the FTAAP in overcoming the fragmentation of markets caused by the proliferation on RTAs/FTAs, but recognizes also the many difficulties that would need to be overcome before an FTAAP could be realized.  Political will would be an essential pre-condition for pursuit of an FTAAP.  PECC agrees that the study recommended by ABAC would be an essential pre-requisite to serious consideration of the FTAAP concept.

Securing the Region’s Trade

PECC members continue to work on the secure trade agenda following the study conducted on behalf of APEC on “The Mutually Supportive Advancement of APEC’S Trade Facilitation and Secure Trade Goals post September 11”. One of the major recommendations of that study was on the role that ICTs can play in resolving the dilemma between trade facilitation and new security requirements. 

PECC will be holding a special session at the Aichi Expo at the Australian Pavilion on 23 June on “Supply Chain Security” and ICTs. We thank the chair of APEC’s Counter Terrorism Task Force, Amb. Benjamin Defensor for agreeing to speak at this workshop. One of the main challenges will be for developing economies to apply available technology in developing viable and responsive systems. The session will look at case studies developed for the 2004 study and best practices developed by businesses in managing supply chains.

Changing Food Retail Sector

The case studies used in the secure trade and trade facilitation study show some of the special challenges that fresh produce exporters face under new security measures. One of the main recommendations coming from the recent meeting of our Pacific Food System experts is that policy makers must help streamline marketing channels in the developing parts of the region, including public investment in expanding and upgrading transportation infrastructure, to better connect hinterland food surplus areas with supermarkets and other retail outlets in cities and towns. 

In the last 20 years, market power in the region’s food system has shifted to the retail sector where modern supermarket chains account for a growing share of retail food sales. These modern chains are characterized by centralized procurement and distribution, by a broader geographic range of operations, by fewer but larger-volume suppliers, and by higher food safety requirements.

How the region’s policy makers respond to these changes represents an important case study of adjustments to globalization. While the proliferation of supermarkets is desirable because it generally lowers consumer prices and raises food safety standards, there are negative impacts on smaller-scale food producers, processors and retail outlets. These developments raise important public policy issues.  One response can be to build up countervailing forces, such as the formation of producer associations who can more readily meet supermarket demands for high standards and large-volume buying. 

Improving Financial Stability and Financing Development

Although the region does face large macro-economic problems, we should not forget efforts to improve financial stability at the micro-level. Indeed, one of the lessons learnt from the Asian Financial Crisis is that good corporate governance can lessen the impact of large scale crises. In this vein, PECC is working on two projects on corporate governance, one at the micro level looking at the banking sector and another at the macro level looking at how economies are performing.

In addition to corporate governance reform, PECC is also looking at impediments to cross-border investments in East Asian bonds as well as assessing the capacity building requirements for greater usage of bond markets. We hope that these assessments will help facilitate greater investment in infrastructure in the region, especially given the huge requirements now needed to ensure continued sustainable growth. 

Capacity Building for Engaging in the Global Economy

As an indication of the scale of effort required, an Asian Development Bank (ADB), Japan Bank for International Cooperation (JBIC), and World Bank study found that East Asia alone needs US$1 trillion in infrastructure investment over the next 20 years. PECC’s work in this area is now focused on best practices in public-private sector partnerships in infrastructure development across the entire APEC region. Given the enormous needs in this area we are developing information on which types of project finance are appropriate under different circumstances. 

In the light of discussions during the mid-term review on the need to think carefully about APEC’s value-added in economic and technical cooperation and how to work with IFIs and the private sector, we hope Senior Officials will take an interest in this work.

The Trans-Pacific Imbalances and the Need for Coherence in Policy Coordination

The relationship between trade, financial imbalances and exchange rate alignments looms as potentially a major destabilizing factor in Asia-Pacific economic relationships, with the potential for inflaming pressures for protectionism and economic isolationism that could derail efforts at strengthening economic cooperation in the region.  

These developments highlight an urgent need for a coherent approach to regional policy coordination. Given the nature of production chains in this region, the increased levels of interdependence in the region and the three pillars for APEC’s agenda to achieve the Bogor goals, we believe that APEC is should be an important  vehicle for discussing solutions to the imbalances threatening economic cooperation across the region.

This issue will be the topic of a major session at the PECC General Meeting. We hope that this session will provide thought-provoking insights into possible exchange-rate adjustments in the region in the light of the developments in individual economies and the changing structure of trading relationships. 

We conclude this statement by reiterating our call for a Ministerial dialogue with both trade and finance matters on the APEC table.

Thank you for your kind attention. 
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