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BASC Interview

CCIT's President Ties China's WTO
Status to American Trade Interests

CCIT is a 40 year-old statewide orga-
nization comprised primarily of Califor-
nia corporations dedicated to trade expan
sion. Its mission is to facilitate, through
education, promotion, and advocacy, com-f§
munication between its member compa-
nies and policy makers to protect and pro-
mote trade policies and programs which
advance the global trade and investmen
interests of California businesses. Mr.
Joseph Harrison is the President of CCIT.}

CCIT and Issues in U.S. Trade
Policy

BASC. Among the many peak California |
business organizations, what is unique abou
the purpose and functions of CCIT?
Harrison: CCIT is the only statewide orga-
nization dedicated to promoting policies at
both federal and state levels that will faciliHarrison: CCIT is currently seeking major
tate advancement of the international tradieinding to conduct a statewide educational
and investment interests of California busiprogram on the benefits of trade to Califor-
ness. Although CCIT has been a strong voicega. CCIT also has an intensive program of
for these objectives for many years, a sist@ducating members of the California Con-
organization — CCIT Education — was regressional delegation — by far the nation’s larg-
cently created to help the process of educatst at 54 members — on the trade issues that
ing the people of California on the impor-our members find important. We have also
tant role that global trade plays in developbegun what will likely be an annual forum at
ment of our state’s economy. That story hatie Monterey Institute of International Stud-
not been told effectively. Because there aties. We invite the California delegation — an
many strident voices opposed to trade faxstonishing 10 Representatives participated
various reasons, about 58 percent of thia our first one this past January — to attend a
people believe trade is bad for our natiortwo-day private session in which we thrash
That translates directly into some policyout the important trade issues soon to be faced
makers — especially Members of Congredsy Congress. We will repeat this forum in
—voting against sound trade policy. Our godhe first days of the new millennium.

is to correct that situation. BASC. CCIT strongly supports China’s and
BASC. Following from CCIT’s mission Vietnam's accession to the WTO. Why?
statement, what sorts of educational funddarrison: As globalization shrinks the world

tions or programs has CCIT conducted? in ways not even imaginable a few years ago,
Continued on page 4



Director’s Notes accession for American trade interests? We
take up this question in oBASC Inter-

WELCOME_TO THIS_ ISSUB!  yjew with Joseph Harrison, President of BASC&I
BASC News . While our last issue (Vol. 2, caifornia Council for International Trade, 4 eWS
No. 1) focused on the immediate aftermatipading pro-trade advocacy association i pypjished by the
of the Asian financial crisis and its Sp_'”O_VerCaIifornia. Berkeley Asia-Pacific Economic
effects on global trade and progress in liber-  oyr worldview section takes an Cooperation Study Center (BASC)
alization, this issue appropriately shifts OUjsider's look at the profound debates ovér 802 Barrows Hall #1970
focus to examining the medium to long termye fyture of APEC at the 25th Annual Con1 University of California
legacy of the crisis. According to the lateSference of the Pacific Forum for Trade anfi Berkeley, CA 94720-1970
upwardly-revised figures from the IMF, Soutfbeyelopment (PAFTAD). Participants atthg — .. =19 6431071
Korea, Malaysia, Thailand and Indonesia havgnference reexamined fundamental issups FZ{(' 510-643-1746
all rebounded to positive growth rates, in 3ych as whether subregional trading arrange- pasc@globetrotter.berkeley.edu
pattern much like what Mexico experienceghents have detracted from open regionalisfn hitp://giobetrotter.berkeley.edu/bas
in its last financial crisis. and multilateralism, and whether APEC in

With the sirens fading to the backgroundsyittion-buiilding can advance by renewing eft
academia and policymakers have tumned th§fts in the program for economic and tech BASC Staff
attention and reflection to issues of long teMica| cooperation (ECOTECH) and in com
implications for institutional evolution and petitive and deregulatory policy areas. Vinod K. Aggarwal
reform. For ouBASC Analysis , Profes- Under a major Japanese grant, BASE Director
sor Barry Eichengreen reviews the globgontinues to undertake comparative researgh Stephen Rudman
agenda to reform the international and dqsp American, European, and Japanese ﬁr,zF-Director of External Relations

mestic financial architectures to reduce thg,rket and nonmarket strategies in East As
risks of future crisis. OUBASC Book Re- \ye welcome participation and inquiries abo
viewtakes a closer look at Eichengreen's regsig project. The inaugural issueBsiness

ommendations presented in his importaning politics a BASC-sponsored journal de{ Trevor H. Nakagawa
new book,Toward a New International Fi- yoted to examining the intersection of corf  Project Director

nancial Architecture. porate strategy and public policy, was sug- - v
U.S.-China relations have heated up thigessful launched last spring and received P?g%%t llJDirector
year with allegations of Chinese espionaggany positive reviews from its readers. Wg J

and the NATO bombing of the Chinese eMye|come inquiries on submissions for futurg Rishi Chandra

" Kun-Chin Lin
Project Director

bassy in Belgrade. What are the implicationgg,es. _ Research Assistant
of the stalled momentum on China's WTO —Vinod K. Aggarwal _
Niklas Ponnert
= European scholars, this project plans to cori- Research Assistant
B ASC P I O-/ ects pare American and Japanese firms’ strategips Sonali Murarka
Trevor Nakagawa and responses to recent changes in the|glo-Research Assistant

We are very excited about the upcombal political economy with their counterpairt
ing year for the Berkeley APEC Study Cenabroad. We plan to host the first researgh
ter (BASC). First, we are happy to report thatonference in October 1999 at the Berkell
the Asia Beckons Europgoroject is sched- campus. The second half of this resedrgh
uled to be completed before the end of theollaboration is scheduled to be launchefd
year. Final drafts are currently being reviewedext spring at Waseda University. Affiliated Centers
and will be available as BASC working pa-  Third, BASC Director Vinod Aggarwal
pers available on-line at the BASC websiteand fellow Research Affiliates have continy Institute of Asia Pacific Studies
With several case studies of high-profilaied to report BASC research findings on fhe Waseda University, Japan
companies complementing empirical andsian Crisis, multilateralism and Asia-Pacific Eurasia Institute. HEC School of
theoretical synthetic work, we believe thategionalism at various academic, businggs Management, France
this volume will make a significant contribu-and policy fora. In addition to delivering re
tion to the field. search and/or policy presentations to tra

Second, we are pleased to announce thesociations and councils, we have also p
launch qf theAgia Beckons Ameriga and_sente_d our research at business conferen eNautilus Institute for Security
Developing Asia Beckons Japamojects in China, Sweden, Italy and throughout the 5,4 Sustainable Development
funded by the Japan Foundation Center f&.S. Next year, we plan to launch a large|r¢- Berkeley, California
Global Partnership (CGP). As the first parsearch project that applies our previous|rg-
of the two-year extension of ttsia Beck- search on reconciling multiple institutionsftd POLEIS, Bocconi University, Italy
ons Europeproject, we are excited about thehe study of Asia-Pacific regionalism from &
beginning of this interdisciplinary collabo-comparative viewpoint. We welcome any:
ration of scholars from around the world. Inene interested in this research topic to cog- Layout and DesignSonali Murarka
corporating contributions from Japanese artdct us for more information. and Niklas Ponnert

e Asia-Pacific Research Program
_University of Mainz, Germany
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BASC Anab/sis This creates an argument for limiting
short-term bank borrowing abroad in coun-
- tries where banks’ risk-management practices
H alf' BU | It DreamS and regulatory supervision do not suffice.
And where banks can circumvent these mea-
sures by having the corporations do the bor-
The crisis that began in Thailand leftional Accounting Standards Committee, theowing and pass on the proceeds to them,
Bangkok’s skyline studded by unfinished skyiternational Federation of Accountants, thbroader measures may be required. Finan-
scrapers and half-built architects’ dreamsnternational Organization of Supreme Auditial stability may have to be buttressed by a
One fears that the same fate will now befalhstitutions, Committee J of the InternationaChilean-style tax to limit short-term foreign
that other set of architects seeking to rebuilar Association, and the International Corborrowing by all domestic entities.
the international financial system. The diaporate Governance Network. The  The international policy community
logue about how to prevent and contain fimultilaterals should of course participate ishould become an unambiguous advocate of
nancial crises resembles nothing so much #weir deliberations. It is important for thethese measures. While IMF takes a clearer
an open competition for a lavish commissiorfFund to be involved to ensure that it assumesgand, the U.S. Treasury must overcome the
Judges of an architectural competitiofiownership” of the standards it helps to set‘Wall Street complex” and embrace the
winnow submissions by rejecting those which  Promulgating standards is one thing, erpolicy.
fail to conform to the site or exceed the erforcing them another. Making the markets A last area where there exists a degree
gineering capabilities of the builders. Thuspay heed will require the IMF to issue blunbf consensus is on changing the provisions
a first step toward developing a consenswssessments of national practice. But lendf loan contracts. Avoiding both routine res-
on financial reform is to reject grandioseers having a limited attention span, the IMEues and devastating defaults will require cre-
schemes for which there is no political supwill have to reinforce market discipline byating a more orderly way of restructuring
port. However compelling the argument thadffering the carrot of concessionary interproblem debts. Majority voting and sharing
global financial markets require a global fi-est rates on its loans to countries that comtauses should be added to loan contracts to
nancial regulator, a global bankruptcy courply, and by conditioning its programs on stepgrevent isolated creditors from resorting to
a global money, and a global central banko bring national practice into conformancelawsuits, along with collective representation
realism requires acknowledging that national A second critical area concerns bankslauses specifying who will speak for the
governments are not prepared to turn over signd capital flows. Everyone agrees on thereditors in negotiations. This is the only
nificant additional powers to a super-IMFneed to strengthen banks’ risk managemeptactical way of creating an environment
Europe has created a single currency andaad supervisors’ oversight and regulation. Bumore conducive to restructuring negotia-
European Central Bank only after half a certhe sad truth in many countries is that bank#&ns.
tury of hard slogging. It is fantastic to thinkhave limited capacity to manage risk and that  Unfortunately, this is a process in which
that this process could be replicated on a gleegulators have limited capacity to superviseo borrower wants to be first, for fear of
bal scale in a matter of years. their actions. This limited capacity is whasending an adverse signal. The IMF will have
What remains is a limited, but impor-defines a financially “less developed’to make clear that it will lend at more attrac-
tant agenda. First, there is a need for interneeonomy. In such countries, capital requirdive interest rates to countries that issue debt
tional financial standards. High capital moments in theory and capital requirements isecurities with these provisions. U.S. and UK
bility makes it impossible to fix the interna-practice are two different things, given theegulators should require the relevant provi-
tional financial system without first fixing the inadequacy of auditing and accounting pracsions of international bonds admitted to trad-
domestic financial systems of countries adices. And the political realities in manying on their markets.
tive on international markets. But neither themerging markets are such that bank capital Finally, it is important for aspiring ar-
IMF nor any other multilateral agency has thés rarely written down. Consequently, revisehitects to draw the right lessons from the
resources to micro-manage this process ing the Basle Capital Standards to key capitBrazilian debacle. One indisputable lesson
182 countries, or to design regulatory instirequirements to the source of banks’ funds the need for the vast majority of emerging
tutions that are sensitive to their differening as well as the riskiness of their investmarkets to move to more flexible exchange
economic, cultural and legal traditions. Thenents is unlikely to prove effective. rates. Brazil illustrates that, in a world of high
only practical approach is to develop and In this environment, free access to foreapital mobility, political democracies can-
adopt international standards of acceptabkdgn finance, is incompatible with financialnot credibly attach priority to the maintenance
practice, not just for bank regulation but alsstability. Foreign funding gives banks gamef pegged exchange rates above all other
for auditing and accounting, corporate govbling for redemption and taking on excessivgoals of policy. There may be the occasional
ernance, and bankruptcy law as well. The ide&k an additional way to lever up their betscounterexample like Argentina, where
is that national practices can differ in theiGovernment guarantees for banks regardegemories of inflation are so searing, but they
particulars, under this approach, but all musts too big to fail encourage foreign inveswill always be the exception. How many more
satisfy a common set of international starters to provide those funds. As confidencdemonstrations do we need that capital mo-
dards. is disturbed, the short maturity of their loanility, political democracy and pegged ex-
Responsibility for designing standardgprovides these investors the opportunity tohange rates are incompatible, and that it is
cannot be delegated to the IMF, which lackifee. Their rush for the exits can bring dowrthe pegged rates that have to give in order to
the resources and expertise. The lead mumsit just the banking system but the currencgvoid ever more frequent crises?

be taken by the private sector: by the Internand the economy as well. It is also important to recognize that a
Continued on page 5

By Barry Eichengreen

3



Joseph Harrlson I nte rV|eW CCIT believes the bilateral negotiations are

- close to completion and that our two govern-
(continued from page 1) can businesses that could directly bring aboutents could make an announcement prior to
it is essential that American firms have eveconomic development, and indirectly, imthe WTO ministerial conference scheduled
ery policy-level opportunity to compete provements in social and political conditionsfor the end of November 1999 in Seattle.
Only for the most urgent reasons and when such nations. Negotiations with China are always fragile —
our allies are fully in support — Iraq comes to  CCIT believes the Jackson-Vanik amendchina called them off when we bombed their
mind — should the United States engage iment, originally designed to make sure Jewsmbassy in Belgrade — and a commercially
economic sanctions against other nationgere allowed to emigrate from the formesatisfactory conclusion may not come in time
CCIT opposes most unilateral forms of san&oviet Union, has long outlived its usefuleither for Seattle or for the Congress to con-
tions that result in self-inflicted trade barriness. Itis this amendment which forces Corsider the matter this year, but we are very close
ers that damage the reputation and compegiess to deal annually with the charade @b a deal.
tiveness of America’s exporters. NTR for countries like China and Vietham  China has always provoked visceral feel-

CCIT strongly believes American busi{along with a handful of other nations, somégs with both the public and the Congress —
ness opportunity will increase dramaticallpf which are truly renegade states, like Norta tremendous outcry ensued when evidence
when China becomes a WTO member. Firdfprea and Serbia). To link religious free-of Chinese espionage at Los Alamos came
the rules and procedures in China will be condom, lack of democracy as we understand the light — and the PRC government is any-
mitted to writing and applicable to all whoterm, threats against neighbors, or even eting but adept at lobbying. The Taiwanese,
wish to do business there. Second, there wilionage against the U.S., to normal trade sttie Japanese, Koreans and the Europeans all
be a tremendous reduction in tariffs — withus does nothing except allow anti-China polihave sophisticated lobbying programs in
many current tariffs eliminated entirely.  ticians a platform to air their ideology. Washington, but the PRC is far behind the

Third, WTO membership will lessen theBASC. Do you see the renewal of China’ssurve. While CCIT does indeed work closely
with the San Francisco consulate of the PRC,

“CCIT opposes most unilateral forms of sanctions that re- our work on NTR in Washington is coordi-
sult in self-inflicted trade barriers that damage the reputa- nated through U.S. based organizations such
tion and competitiveness of America's exporters” ~ —J. Harrison @S the U.S.-China Business Council and The

Business Roundtable.
longstanding issues of being able to do buditormal Trade Relations as an acceptable teASC. Other trade related CCIT priorities
ness in China without fear of being subjectegorary solution until its accession to thenclude the restoration of Fast Track negoti-
to arbitrary decisions that frustrate sunkeWWTO? What are the hidden costs to CCIating authority to the President, and the pre-
investments. And, fourth, if we accept thenembers of the annual renewal process? vention of unilateral economic sanctions.
view that “a rising tide lifts all boats,” the ex-Harrison: To date, CCIT's efforts have helpedWhat is the status of your initiatives in these
pected increase in trade and investment widbnvince a majority of the California delegatwo areas?
shortly lead to improved living conditions intion each year to continue the presidentidiarrison: The stars are not properly aligned
China, and to social and political progresdetermination for extension of NTR. How-for the Fast Track measure to pass during this
there. ever, the annual vote is always a major chaGongress: there is fierce opposition from
The same can be said of Vietnam, whictenge and is not the right way to address prokabor, which fears loss of jobs through trade
may find its way into the WTO even mordems in China. Many firms have decided noagreements. The Administration does not
quickly than China (which itself should beto offer their products in China until a perwish to offend labor, even though the Presi-
followed rather swiftly by approval of Taiwan’smanent solution is achieved. Understandablgient has stated his hope that fast track will be
request for WTO membership). The oppoithey don’t mind taking economic risk but theye-enacted. So, the White House is hardly
tunities for American business of all kinddind the lack of political reliability (with the leading the way. Meanwhile, the Republican-
will improve dramatically in countries thatU.S. Congress) to be unacceptable. led Congress is reluctant to give this Presi-
are populated by about one and one-half bBASC. What is CCIT's assessment of th&ent additional authority, and indeed some
lion people. obstacles facing China’s WTO accession? Congressional Democrats have the same view.
BASC Does CCIT recommend de-linkingHarrison: CCIT’s goal is to support the ac-So, fast track is dead until after the presiden-
trade policy debates from non-trade issuegssion of China (and also Vietnam) to th#al election, at least.
such as human rights, Taiwan relations, e®vorld Trade Organization — the WTO —be-  CCIT also opposes unilateral economic
pionage and national security, and envirorrause it is in the WTO dispute resolution prasanctions in most situations; we support a
mental protection? cess that we will gain substantial leveragstrong trade adjustment assistance program
Harrison: Withholding “normal trade rela- over the world’s largest nation. Even if wdo offset concerns about job losses based on
tion” (NTR, formerly called “most favored lose some trade dispute cases over timgade agreements; we support programs to in-
nation” or MFN) status from China or Viet-China will have been compelled through itsrease trade with the Caribbean and with Af-
nam is a form of unilateral economic sananembership in WTO to play by a set of transica; we support continuation of the Gener-
tion, and a huge policy mistake. CCIT comparent rules, which is not presently the casealized System of Preferences (GSP) as a duty-
pletely disagrees with those who believ€hina’s membership will also eliminate thefree initiative for many imports from devel-
China or Vietnam should be punished for varannual vote on extension of NTR, becausgping nations; and we believe that legislation
ous social or political misdeeds. We believE€ongress will have to agree to permanein export controls for national security pur-
denial of NTR really only punishes Ameri-NTR before China comes into the WTO. poses must be realistic in light of rapidly de-
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lations between the U. S. and China, AHEC

APEC Update ministers renewed their commitment |to
strengthening financial institutions and agréed

that industrial goods will be included |n

U . S . 'C h | n a. Relatl O nS LOO m Larg e WTO'’s global trade talks later this fall. Co

- - . menting on the outcome, Lockwood Smith,
I n POSt‘C”SlS AP EC M eetl ngS New Zealand’s trade minister, declared: “No
By Niklas Ponnert agree to an industrial negotiations.” APEC

the financial turbulence that swept worl@reater transparency and (3) tighter superviegotiations on tariff elimination in six s
markets in 1997 and 1998, the creation ofsfon of financial institutions. tors — food, rubber, fertilizer, civil aircr
new financial architecture for the world has At the end of June, APEC trade minisand car industries — to the WTO.

been high on the international agenda. Whiters met in New Zealand to continue the dis- Coordination of national policies aiméd

crises in the future, the U. S. and most Eurghis year. Due to the U.S.'s failure to endordeey areas for discussion when APEC
pean countries have been more reluctant @hina’s WTO accession, the bombing of thisters met inAuckland, New Zealand,
endorse these “protectionist-type” reformChinese embassy earlier this year, and U.September 10-12 for APEC’s "Lannual
Thus, the scene was set for confrontatigtcusation of Chinese espionage, the medfinisterial Meeting. APEC ministers magle
when APEC finance ministers met in Malaying was overshadowed by a tense relationshipcritical advance in APEC's liberalizatign
sia at the end of May 1999 to discuss the neygtween the U.S. and China. agenda by pledging to push for the reducfion
international financial architecture and the  On the final day of the talks, a fierce exof agricultural export subsidies. Yet the UJS.
role of APEC. Malaysian Finance Ministeehange of accusations between Long Yongttailed to persuade other APEC members fhat
Daim Zainuddin set the tone when he openghina’s vice-minister for foreign trade, anda new trade round should aim for an “edrly
the meeting declaring that APEC must helRichard Fisher, deputy U. S. trade represeharvest” of sectoral liberalization agrel -
emerging economies to protect themselvestive, erupted over who was to be blamed fanents. Instead, issues outside the offifial
against uncertainties caused by global cagive current standoff on China’s acceptancggenda dominated the meeting, in particplar
tal flows. As expected, Malaysia failed tanto the WTO. While Mr. Fisher stated thathe escalating violence in East Timor, which
coax APEC members to endorse the usetp U. S. was prepared to restart negotiatiomes a key topic in several bilateral talks. |Fi-
capital controls in times of crisis. and that the “the ball was in China’s court.hally, resolved to put aside political issyes
APEC ministers did agree, however, oMr. Long demanded a convincing explanatiothat plagued U. S.-China relations this sprjng,
a joint statement that stressed how emergifgr the bombing before negotiations couldBill Clinton and Jiang Zemin met to rekindle
economies can forestall financial volatilittesume. Against the backdrop of strained reegotiations on China’s WTO accession.

Har.rison lnterView’ Half BU”t Dreams! sible to ask the IMF to follow Bagehot's rule
(continued from page 4) (continued from page 3) of lending freely at a penalty rate.

veloping technological advance, much of deaew “contingent credit facility” for the IMF, Blueprints for reforming the interna-
veloped here in California by CCIT membetike that agreed to by the Executive Board thigonal financial architecture continue to flow
firms. spring, is unlikely to make the world a sigfrom the drawing boards of official commit-
BASC. What specific strategies is CClITnificantly safer place. Brazil is a blunt retees and independent scholars. Most of their
planning to take to promote consciousnesainder of how few countries have the kind ofdeas are fodder for futurists, not practical
about and healthy debates over trade issu@squestionably strong policies that mightuides for policy makers. Someone should
in the upcoming election year? permit the IMF to extend unconditional crediell them that the time for this is over. The
Harrison: Our biggest challenge is the negaits in advance and of how small the Fund'sask now is to move from abstract schemes
tive perception of trade on the part of theesources remain relative to those of th® concrete action. This means discarding
American people, a view that is unfortunatelynarket. unrealistic proposals and building a consen-
transferred to their elected representatives. Nor can the IMF be transformed into asus around those that remain.
CCIT’s existence is based on the need farue international lender of last resort. Com-
California agriculture and industry to followpared to a national central bank dealing witBarry Eichengreen is Professor of Econom-
sound international trade policies in an introubled financial institution, it has less abilics and Political Science at the University of
creasingly interdependent world. Globalizaity to force corrective action on its membersCalifornia, Berkeley, and a BASC Faculty
tion is far more than a concept; it is an everynevitably this creates moral hazard and raiségsociate. He recently authorddward a
day reality in which those not competitivequestions about whether the IMF will get itf\New International Financial Architecture:
(whether because of corporate problems afioney back. This is why the Fund is endowed Practical Post-Asia Agendgnstitute for
because of inward looking and inadequataith fewer resources, why it lends less freelyinternational Economics). This is a revised
trade policies of their governments) will falland why it must wait for evidence that policyand updated version of a “Personal View” that
by the global wayside. reforms are in train before releasing each adppeared in thEinancial Timesn February
ditional bit of finance. It is simply not fea- 1999.
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BASC Worldview

A BASC Digest of the 25Annual Conference of the
Pacific Forum for Trade and Development (PAFTAD)

PAFTAD is an informal private academic conference seritfgat it is the APEC process that influences liberalization in individual
which orignated in 1968, with the goal of promoting policy-orientezbuntries, which at the same time, constrains the tendency toward
research and discussion on Asia Pacific economic issues. It has seligedminatory East Asian or Western Pacific trading blocs.
as an authoritative source of analysis on APEC. The 25th annual Zainal-Abidin finds that SRTAs have been important building
conference was held in Osaka in June 1999. The following is a lisblafcks for the APEC process because they have outpaced APEC in
papers presented at the conference; they are available in abstracttfatta and investment liberalization, and have maintained consistency
in APEC: The Challenges and Tasks for the Twenty First Centumjth the WTO and in some cases extended benefits to nonmembers.
published by Kansai Economic Research Center, Japan (1999F.0Aexample, AFTA has accelerated the timetable for tariff reduction
volume containing all papers, edited by Ippei Yamazawa, is forftem the original 2005 to 2000. It has gone further than APEC to

coming. deepen the institutional basis of its trade liberalization efforts, most
"APEC Ideas and Reality: History and Prospects'Rmgs| notably in the establishment of a Dispute Settlement Mechanism that
Garnaut is patterned after the WTO DSM and is based on simple majority
"APEC's Progress in Trade and Investment Liberalization atather than consensus. This is a significant precedent for rule-making
Facilitation" bylppei YamazawandShujiro Urata in ASEAN. In general, SRTAmembers have become more trade-ori-
"APEC and the Millennium Round" liyeter A. Petri ented, and trade with countries outside their own groupings has also
"APEC's Relationship with its Sub-Regional Trading Arrangeisen. The Asian crisis brought an expected drop in imports in SRTA
ment" by Mahani Zainal-Abidin countries, but the threat of a tariff war did not materialize as coun-
"Ecotech at the Heart of APEC: Capacity Building in the Astsies generally maintained their liberal trade policies. In contrast,
Pacific" by Andrew ElekandHadi Soesastro Garnaut is more pessimistic of APEC’s continuing role in constrain-
"The Competition and Deregulation Policy Areas in APEQhg discriminatory trading blocs, pointing to the collapse of the EVSL
by Kerrin M. VaultierandP.J. Lloyd negotiation as a major disillusionment.
"Macroeconomic Interdependence in the PAEC Region| by Zainal-Abidin suggests that the next initiatives of SRTASs to pro-
Akira Kohsaka mote the APEC process should include: full implementation of IAPs
"APEC as an International Institution" BMnod K. Aggarwal| by member countries, development of investment codes, expansion
and Charles E. Morrison of sectoral liberalization, extension of SRTA membership to non-

"Environmental Protection Policy in APEC: Application |oAPEC countries, and creation of inter-SRTAs link-ups such as dia-
CGE Modeling to Analysis of Environmental Problems" bipgues on trade facilitation matters and environmental standards.

Kanemi Ban While these proposals make sense, they neglect to consider the fea-
“Liberalization of Manufactruing Sectors: The Automobile Insibility issues arising from the broader political context and specific
dustry in China" byRalph W. Huenemann institutional capacities of APEC and SRTAs. Garnaut points to the
"Malyasia's Telecommunication Services: Liberalizatiopolitical barriers arising from Japan’s catering of domestic sectoral
within APEC" bySieh Lee Mei LingndLok Wai Heng protectionist interests, from U.S. insistence on reciprocity in trade
“Liberalization of the Rice Sector in Japan, Korea, and [Tauelicy, and problems in Sino-American relations and China’s exclu-
wan" byTsu-Tan Fu sion from the WTO.
APEC Liberalization and Subregional Orga- APEC's Role in the Millennium Round
nizations

PETER PETRI suggests some practical roles for APEC in the

MAHANI ZAINAL-ABIDIN and Ross Garnaut separately addresspcoming Millennium Round of WTO negotiation. While APEC
the fundamental question of whether sub-regional trading arrariges played a catalytic role in the Uruguay Round and subsequent lib-
ments (SRTA) have detracted from open regionalism or whether thglization momentum, it now faces a different bargaining arena aris-
constitute building blocks toward an open multilateral trading sysg from the complicated context of strengthened FTAs and emerg-
tem. The three SRTAs in APEC are: the ASEAN Free Trade Amegtransregional economic cooperation initiatives (e.g. FTAA, ASEM,
(AFTA), the Australian-New Zealand Closer Economic Relation Tralikercusor). In addition, APEC span the divides of major issues such
Arrangement (ANZCERTA), and the North American Free Trade the developing countries’ interests in liberalizing agriculture and
Agreement (NAFTA). The Bogor Declaration called for free tradervices versus the developed countries’ focus on implementing pro-
among the SRTA members, and for SRTA consistency with the APESons of the Uruguay Round. Experience from the Uruguay Round
goals of open trade and investment by 2010/2020. However, if tridfher suggests that if the new round moves quickly in pace and re-
diversion is the dominant effect, it is possible that these goals malys, then regional approaches may be invigorated through spillover
come into conflict. Both Zainal-Abidin and Garnaut conclude theffects of the WTO process. In contrast, if the new round gets bogged
the potential conflict has not become a problem, but their reasdman, regional groupings could represent partial alternatives for ad-
are in conflict. While Zainal-Abidin argues that SRTAs have actuatiyessing particular issues.

accelerated liberalization ahead of the APEC process, Garnaut claimdn light of regional groupings’ stake in the Millennium Round,
Continued on page 7
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ZEtIrEi Cfugglests the following four models fodeve(;op into a WLO—Iike orga:)niz;tion with Toward a New International
's role: mandatory procedures and binding agreg-: : :

» APEC as Cheerleader: As a vocal supportenents. Toytr?e contrary, Elek and S%esgast?gmanaa/ Architecture

of the multilateral process, APEC could apenvisage APEC heading in a different direcA Practical Post-Asian Agenda

ply public and private pressures to membetion. They argue that because APEC does not by Barry Eichengreen

through its consultative process, and adaptive a comparative organizational advantage Washington, D.C.: Institute for

new CAP and IAP processes to generate Mibver WTO as a forum for traditional trade  International Economics, 1999.
lennium Round offers. Petri sees this asegotiations, APEC should instead develoReyiewed byKun-Chin Lin

APEC's most likely role. a new model of policy cooperation with

» APEC as Laboratory: More ambitiously,ECOTECH at its core. BARRY EICHENGREEN'S newstudy
APEC could carve out a leadership role by At present, ECOTECH has almost 30@dvances current debate over the reform of
creating deliverable solutions and establistongoing programs in eleven policy areadn® international financial architecture. Re-
ing liaison with other key players in selecttretching from cooperation on telecommuYi€Wing the plethora of proposals for insti-
areas of common interests. Some appropriication and transportation to energy-coogytional reform coming from governmen-
ate issues include trade facilitation, non-binceration and economic infrastructure, aimelh 16O, and private sources, Eichengreen
ing investment principles, and food securityt assisting APEC policy makers in designfoncludes that they are so politically im-
policy. ing, implementing, and administer ing moréractical as to have little chance of imple-
« APEC as Coalition: While APEC lacks theefficient growth policies. In the short term,M€ntation. Instead, he argues that the in-
convergence of interests such as the Cairaggue Elk and Soesastro, ECOTECH can helfgrént instabilities of international finan-
Group, it could encourage its subgroups tw speed up the recovery process for tHd@l liberalization can best be addressed by
develop joint bargaining objectives, publicizeAsian economies by strengthening domestfe€cting a financial safety net that takes into
positions, and reach out to non-members withnd international finance markets, facilitat2ccoUnt the associated moral hazard.
shared interests. ing trade and investment, and liberalizing tra-  Eichengreen identifies the interna-
« APEC as Competitor: Though unlikelyditional border barriers to trade. In the longional financial architecture as possessing
under the post-Asian crisis difficulties, thiserm, an ongoing dialogue among Asia-Pa0€ three functions of crisis prediction, cri-
scenario could occur if APEC decides to agific countries within the ECOTECH frame-S'S pr(_eventlon, and crisis management — ,a”
gressively pursue the Bogor goals by adoptvork can play an important role in strength®f Which have been demonstrably weak in
ing preferential free trade initiatives, or if itening the human resource base and upgra{£aling with the Asia crisis. He argues that
advertises itself as an alternative venue fdmg the technological and institutional capadn€ intérnational policy community should
liberalization. ity. This would establish the foundation fof0t tUrn its energy away from early-warn-

future economic growth and competitive-ing exercises which have little predictive
ness.

Potential Areas for Renewed power and tend to induce complacency. In
Institution Building Competition and deregulation are two of'€ area of prevention, he suggests that the

ANDREW ELEK and Hadi Soesastrothe policy areas mentioned by Elk andMF could promote domestic financial sta-
argue that APEC should pay more attentioBoesastro where more cooperation coufjlity by insisting on institutional reforms
to promoting various forms of economic coyield substantial benefits for all APEC memincluding rigorous disclosure requirements
operation among its members in order tbers. APEC has already taken some stepsdBd effective supervision of the borrowing
strengthen the human, technological, and inleepen cooperation in these policy areas Rfhaviors of banks and corporations, adop-
stitutional capacity of their economies. Iradopting the Osaka Action Plan on Competfion of internationally recognized auditing
particular, they call for renewed efforts intion Policy of 1995 and the 1998 Collective?d @ccounting practices, and the extension
ECOTECH —APEC's program for economicAction Plan for Deregulation that called for®f créditor rights and investor protection.
and technical cooperation. They believe thate setting of non-binding APEC guidelinedN the area of crisis management,
it can form the backbone of a compreheren domestic regulation. Eichengreen emphasizes the need to make
sive strategy for regional economic growth  M.Vautier and P.J Lloyd evaluate this efintérnational debt restructuring a viable al-
and development in future. fort in some depth. They contend that theriérnative to massive rescue packages. He

The Asian crisis called into question there still significant differences among APEG€c0mMmends adding clauses to loan con-
commonly held view that APEC should beeconomies in regards to how far they ha/gacts to facilitate flexible negotiation, cre-
primarily a trade forum focusing on reduccome in implementing well functioning re-2ting @ standing committee of creditors to
ing barriers for trade and investment. Suchimes on competition and deregulation. Thigrovide better communication with the sov-
an approach, they argue, was appropriashould not be a surprise, however, sindg€ign borrowers, and strengthening na-
when Asia Pacific economies boomed andPEC consists of a set of economically dilional bankruptcy statutes in dealing with
the benefits of voluntarily trade liberalizationverse economies. What is more alarming iforPorate and bank defaults. In this process,
could be easily identified. But APECs diffi- their view is that there still is a lack of con-Eichengreen calls for the IMF to “become
culties in promoting its liberalization agendasensus among APEC members on the cdfiSS Of & fireman and more of a policeman,”
since the crisis have underscored APECisal goals of competition and deregulatio? €nforcing countries’ conformance to in-
need to develop new strategies. policies. According to their review of Indi- ternational standards and informing the mar-

Some have suggested that APEC shoulddual action Plans (IAP’s), there is indeed €S Of individual countries’ progress.

Continued on page 8
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