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Executive Summary

The achievement of the Bogor Goa has been mentioned in many APEC gatements.
However, APEC has not yet much discussed how to achieve it and has shown very poor
peformance so far, dthough some progress has been made in inditutiond development,
membership and coverage of issues.

This paper shows that APEC's voluntary liberdization has limitations in inducing member
economies to reduce trade barriers. Therefore, it proposes that the facilitation of trade
liberdization that utilizes preferentid RTAs is a practical method to achieve the Bogor God,
defining the role of APEC as the facilitation of the transformation of bilaterd and subregiond
RTAsin theregion into a APEC-wide FTA in the long run. APEC should adopt principles and
guiddines for RTAs in the region in terms of scope of coverage, comprehensveness,
trangparency, €tc.

APEC countries should endeavor to achieve the Bogor God through active and serious
discusson on theissue. In thisregard, it is hecessary for APEC to clarify the Bogor God and
numerous related concepts such as the time limit, the scope of  trade liberdization, definition
of developed and developing nations, open regionaism and so on.

Dr. Kyung Tee Lee, Presdent of KIEP, earned his Ph.D. in Economics from George
Washington University. He is aso Chairman of APEC Economic Committee for 2001-2002.
Corresponding address: 300-4 Yomgok-Dong, Seocho-Ku, Seoul 137-747, Korea. Ph.
(822) 3460-1106; Fax. (822) 3460-1111; E-mail: ktlee@kiep.go.kr.

Dr. Inkyo Cheong, a Research Fdlow of KIEP, earned his Ph.D. in Economics from
Michigan State University. He specidizesin Koreds FTA policy, economic cooperation in the
AsaPacific region. Corresponding address. 300-4 Y omgok-Dong, Seocho-Ku, Seoul 137-
747, Korea. Ph. (822) 3460-1208; Fax. (822) 3460-1133; E-mail: ikcheong@kiep.go.kr.




Contents
Executive Summary
. Introduction
I1. The Bogor Goa
[11. Evaluation of APEC Trade Liberaization Performance
1. The Internationd Teecommunications Agreement (ITA)
2. Regiond Trade Agreements in APEC
3. Ealy Voluntary Sectord Liberdization (EVSL)
4. Individua Action Plans (IAPs)
IV. RTAs A Practicd Method to Achieve the Bogor Goal

V. Conclusion

References

Tables

Table 1. Number of Regional Trade Agreements Notified to GATT/WTO
Table 2. RTAs Within APEC
Table 3. Quantified IAP "UR Plus™ Tariff Reductions in 2010

Table 4. Remarks on the Achievement of the Bogor Goal in IAPs



I ntroduction

APEC has become the primary regiond vehicle for promoting open trade and
investment, as well as economic and technica cooperation, Since its first ministeria meeting in
Canberra in 1989. In 1994, the organization drew internationd attention by adopting the
Bogor God, that is, APEC’ s most important god of implementation of complete trade
liberdization for developed economies by 2010, and for developing economies by 2020.
APEC provided the momentum for achieving the Bogor God by deliberady designing
Individua Action Plans (IAP) and Collective Action Plans (CAP) according to the Osaka
Action Agenda

The APEC Minigters a Brunel (November 15, 2000) resffirmed their commitments to
free and open trade and investment, and noted that APEC needs to explore more cregtive and
efficient ways to achieve the Bogor Goa. The importance of this statement can be found in the
fact that APEC economies now have only ten years until the 2010/2020 god.

What kind of efforts have APEC economies made since the declaration of the Bogor
Goa? Although it is not easy to evauate their efforts, we can make a rough estimate by
andyzing APEC trade liberdization performance through the Information Technology
Agreement (ITA), regiond trading agreements (RTAS), Early Voluntary Sectord Liberdization
(EVSL), and the Individud Action Plans (IAPS).

According to the analyss of the IAPs, which summarizes dl measures for trade
liberdization by member economies including ITA, RTAS, ec., mos of the trade liberdization
measures by APEC economies have so far been due to the implementation of the Uruguay
Round (UR) commitments as well as liberdization under ITA and RTAs, while voluntary
(unilaterd) liberdization beyond the UR occupies a minute portion of the IAPs. This may mean
thet red liberaization has not been implemented toward the Bogor Godl.

This paper anadyzes APEC trade liberdization performance and discusses issues
surrounding the God. Findly, it proposes a Strategy to achieve the Bogor Goal. The essence



of the drategy isto use RTAs in the region The paper ends with the conclusion that APEC
should serioudy discuss how to achieve the Godl.

|. TheBogor Goal

Sinceitsinception in 1989, APEC has amed at promoting the development and growth
of its members through trade liberdization in a manner consstent with the principles embodied
in the multilatera trading system. In the Seoul APEC Declaration of 1991, APEC adopted the
principle of open regiondism -- namdy, regiond integration without trade discrimination
againg other economies. This open regionaism contrasts sharply with the agpproach taken in
most regiona cooperation agreements including the EU and NAFTA. As Drysdde et d.
(1997) put it, APEC is “characterized by market-driven integration, rather than ingtitutional
integration; involving economies a different stages of economic development rather than
economies with smilar income levels, and outwardly oriented rather than inward-looking” .

APEC has snce grown in scope and liberdization commitments, and has held annud
summit meetings of heads of date. The first summit was held in Seettle, USA, in 1993, where
they adopted a broad vison of regiona free trade and investment. At the second summit in
Bogor, Indonesia, in 1994, APEC concluded with the APEC Economic Leaders Declaration
of Common Resolve. Economic leaders recognized that the diverse economies are becoming
more interdependent and are moving toward a community of Ada-Pacific economies. They
agreed on the commitment to achieve the god of free and open trade and investment in the
AsaPacific region no later than 2020. The pace of implementation will take into account
differing levels of economic development among APEC economies, with the indudiridized
economies achieving the god of free and open trade and investiment no later than 2010 and
developing economies no later than 2020.

The APEC Action Agenda was adopted at the Osaka, Jgpan summit in 1995. During
this summit APEC member countries agreed to further develop their detailed action plans by



the 1996 summit. The fourth APEC summit in Manila, Philippines, took another step toward
the god of regiond free trade by gpproving an action plan for implementing trade and
invesment liberdization in the region. While the first three APEC summiits at Seettle, Bogor
and Osaka shaped APEC’ s vison and objectives, the fourth summit marked the beginning of
the action phase by adopting the Manila Action Plan for APEC (MAPA). APEC member
nations have reinforced their liberalization commitments through MAPA, which details country-
by-country commitments to free trade and investment in the region, effective as of January
1, 1997.

The primary focus of the MAPA commitments relates to trade liberdization, trade
fecilitetion (eg., cooperation on standards, improving customs procedures, coordinating
competition policies and dispute mediation), and economic and technica cooperation (eg.,
development assistance and projects in the areas of infrastructure, energy and environment).
MAPA consgs of three parts. Individud Action Plans (IAPs), Collective Action Plans
(CAPs), and Economic and Technicd Cooperation (ECOTECH). In formulating and
implementing IAPs and CAPs, dl APEC economies have been encouraged to observe the
principles of comprehensveness, WTO-consstency, comparability, nondiscrimination,
trangparency, standdtill, smultaneous start, continuous process, differentiated timetables and
flexibility.

1. Evaluation of APEC Trade Liberalization Performance

As mentioned in the introduction, APEC’ s trade liberdization efforts have focused

on EVSL, ITA, RTAsand IAPs. This chapter andyzes the performances of these liberdization

initiatives o far.

1. Thelnternational Telecommunications Agreement (ITA)



APEC has taken various initiatives snce the concluson of the Uruguay Round, playing
an important role in achieving sgnificant breskthroughs such asthe ITA. Although the initigtives
to edablish the Information Technology Agreement (ITA) were firgt introduced by the
information indudries in the United States, Japan and the European Union as a tariff-
dimingtion program for the G7 in 1995, the concluson of the ITA in lae 1996 can be
regarded as one of APEC’ strade liberdization efforts.

On July 15-16, 1996, APEC Trade Ministers met in Christchurch, New Zealand. They
announced their support for the idea of negotiating the ITA. After series of informal
consultations among interested parties, at the First WTO Ministerial Conference held
in Singapore on December 9-13, 1996, the Ministerid Declaration on Trade in IT
products was reached and [15 economies (one economy for EC)] signed the

declaration.!

Some of the APEC members® “ agreed to put into effect the results of these negotiations
which involve concessons additiond to those included in the Schedules attached to the
Marrakesh Protocol to the Genera Agreement on Tariffs and Trade 1994” based on the
recognition of “the key role of trade in information technology products in the development of
information industries and in the dynamic expansion of the world economy” and the goass of
rasng dandards of living and expanding the production of and trade in [information
technology products]” (WTO 1996: 1).

Under the ITA, participants agreed to lower dl customs duties to zero through rate

reductions in equa stages from July 1, 1997 to no later than January 1, 2000, except as

! Gao (1999).

238 of 15 contracting parties for the ITA during the 1996 WTO Ministerial Meeting were APEC economies,
including Australia, Canada, Chinese Taipei, Hong Kong, Singapore, Indonesia, Japan, the United
States and Korea.



otherwise agreed by the participants® The ITA applies to more than 300 items, including
semiconductors, computers, software, telecom equipment and scientific ingruments. The
daging of tariff dimination had been agreed to the participants  satisfaction no later than April
1, 1997. “In the 1997 March WTO mesting, the above requirements were met and 15
economies sgned the * Implementation of the Minigerid Declaration on Trade in Information
Technology Products’ which included the Declaration and the participants approved
schedules of tariff dimination * (Yang 1999: 1).

According to Gao, the value of the world trade in IT products is approximately $600
billion, accounting for more than 10% of world trade in goods. The tariff on IT products in
most developed countries (U.S., Jgpan, Canada and EU) is quite low. However, the tariff in
the developing world is rather high, except for some emerging indudtridized economies. Tariff
cuts were implemented on a MFN basis. Implementation of the agreement was contingent on
the induson of participants that would cover 90% of world trade in I T products.

Following the launching of the WTO, APEC continued its efforts to contribute to the
grengthening the multilateral trading system in various fidds, and in the same ven, its

auccessful conclusion of the ITA was remarkable.

2. Regional Trade Agreementsin APEC

Regiondiam is one of the most dominant trends in the world economy today. There
were only 26 new regiond trade agreements (RTAS) reported to GATT prior to 1969.
Following a dackening in the pace of regiond integration in the 1980s, the number of RTAS
exploded in the 1990s. 47 additiona regiona agreements were signed during the period 1990-
1995, and 85 agreements were reached after 1995. This demongirates that rather than smply
being a type of insurance policy taken againgt potentid shortcomings of multilaterd free trade

%Several countries (Costa Rica, Indonesia, India, Korea, Malaysia, Chinese Taipei and Thailand) have been
granted flexibility in cutting their tariffs on afew products to zero after 2000, but not beyond 2005.



formation, regiondlism is seen as a viable commercid drategy that complements multilateral

trade agreements.

Table 1. Number of Regiond Trade Agreements Notified to GATT/WTO

1948

1954

1955

1959

1960

1964

1965

1969

1970 | 1975 | 1980 | 1985 | 1990 | 1995

1974 | 1979 | 1984 | 1989 | 1994 | 1999

Number of

notifications 2

3

12

9

21 19 6 5 47 85

Totd notified | 2

5

17

26

a7 66 72 77 124 | 209

Source: WTO Secretariat.

Yunling and Drysdde (2001) noted that APEC economies have shown a sharp rise in

interest in new subregiond and bilaterd trading arrangements since 1999. They emphasized

that initiatives for establishing trading blocs go beyond trade liberdization by promoting arange

of other initiatives such as trade facilitation, the improvement of trangparency in trading rules,

mutud recognition of standards, etc. According to Groser (2000), three features of this

process are particularly noteworthy. First, the numbers of economies that have hisoricaly

stood aside from this process and refused to consider any regiona trade aternatives to the

GATT/WTO are now initigting FTA negotiations/discussons. Second, the first moves are now

being made to link exigting FTAs and cusoms unions. Third, membership of exising FTAsand

exising customs unions continues to expand.

Table 2. RTAsWithin APEC

APEC Member Economy Subregiond Integration Arrangement
Audrdia CER*
Brunel Darussdam AFTA*
Canada NAFTA*

Chile

MERCOSUR; SAFTA**




China

Hong Kong, China

Indonesa AFTA*

Japan *

Korea *x

Mdaysa AFTA*

Mexico NAFTA*; Mexico-EU FTA
New Zedand CER**

Papua New Guinea Sparteca

Peru Andean Community; SAFTA*
Philippines AFTA*

Russa

Singapore AFTA**

Chinese Tapel

Thailand AFTA*

United States of America NAFTA*

Vietnam AFTA*

Note: Asterisk refersto a subregiona bloc in the process of being formed;
two asterisks refer to more than one bloc being formed.
Source: APEC (2000), 2000 APEC Economic Outlook.

APEC member economies have been active in concluding RTAs. Table 2 shows that
with a few exceptions -- namely, China, Hong Kong, Chinese Taipe and Russa — APEC
member economies currently belong to one or more subregiond trading blocs. Moreover,
mogt of them are in the process of establishing formad links with other blocs within and across
continents. For instance, presently under study is the feasibility of forming free trade aress
ether between existing blocs such as AFTA and CER or between individua economies such
as Korea-Japan, Japan Singapore and Korea-Chile.

RTAs have contributed the development of the WTO as wel as APEC through
progressve trade liberdization. This concluson can be found in WTO (1995), Yunling ad
Drysdale (2001), APEC (2000), Groser (2000), etc. Especidly, APEC (2000), weighing
cogts and benefits of RTAS recently formulated or under study and reviewing both theoretical
congderations and empirical evidence, concludes that there is awide scope for new RTAS,

ether existing or prospective, to open up new opportunities to advance multilaterd trade



liberdization. In particular, new RTAs go beyond commodity trade to include services trade,
FDI and other areas pertaining to policy reforms. They can be designed to be open to bringing
in new members or linking up with other RTAs. In the find analyss, the new regiondlism can
be a building block for promoting the multilateral trade sysem under certain conditions
including WTO consstlency. New RTAs meeting such conditions potentidly have dynamic
effects of creating trade and inducing FDI that outweigh the adverse effects of diverting trade
from more efficient producers.

Because of potentid trade diverson effects to outsders, preferential trading blocs can
be criticized, and they may not be APEC consstent, violating the spirit of open regionaism.
Regarding this issue, Y amazawa (2001) suggests that a more pragmatic interpretation of open
regionaism is open regiona cooperation or to promote regiona cooperation consistent with
multilaterdl rules. Thet is, if an FTA is fully conagtent with GATT 24, it is condstent with
APEC’ s open regionaism. however, Snape (1995) asserts that it would be extremely difficult
for apreferentid APEC agreement to meet dl the requirements of GATT consstency.

3. Early Voluntary Sectoral Liberalization (EVSL)

Another mgor APEC initiative to atempt to strengthen the multilatera trading system
was the Early Voluntary Sectord Liberdization (EVSL) initiative. After its establishment in
1989, APEC seemed to suffer from fatigue without making any substantia achievements,
fdling short of the initid expectations for it. The Bogor Declaration in 1994, however,
provided a momentum for APEC trade liberdization efforts, supported by initiatives such as
the Osaka Action Agendain 1995 and the Manila Action Plan for APEC in 1996.

It was a the 1996 Manila APEC Leaders Meeting that discussons on EVSL began.

From then on, APEC economies have been searching for ways to establish guiding principles

10



on criticd mass, APEC’ s decison-making method, consderation of members economiesin
different stages, and some method of easing trade barriers such as tariff and nontariff measures.
At the 1997 Montreal Commerce Ministerial Meeting, the resolution of sector sdlection for the
EVSL cameout and in 1997, alist of 41 target sectors was submitted as an agendaitem at the
1997 Minigterial and Leaders Mesting.

Of the 41 sectors, 15 were selected @ targets subject to early liberdization at the
Vancouver Leaders Medting. The target sectors are toys, fisheries, environment-related
products, services, chemidry, forestry, jewery, energy and related equipment, medica
equipment, telecommunications, automobile standards and civil aircraft. Korea suggested
government procurement, steel and related products but these were not included in the target
seection package. Only petrochemicals were included as a part of chemicals. Leaders agreed
to set up and implement from 1999 a detailed liberdization plan covering nine sectors (toys,
fisheries, environment-related products, services, chemidry, forestry, jewdry, energy and
related equipment, medica equipment, telecommunications) and take additional measures on
the remaining Sx sectors after further review. They also reached an agreement on adopting
voluntarism and flexibility asthe basic principles of APEC.

Theleaders at the 1997 Vancouver meeting reached a mutua understanding thet early
liberdization was in the interests of each member economy and dso discussed baanced
interests among members. The EVSL initiative was intensvely dscussed throughout 1998,
when Mdaysa was chair of APEC. It amost seemed that a concluson could be reached
regarding the first nine sectors, aso caled fast track sectors or front nine sectors. However,
falure to reach agreement on the tariff dements on fisheries and forestry products ultimately
led to the unraveling of the EVSL initiative.

Despite discussons on a specific scope and timetable for liberdization at various
meetings of SOM, CTI and other expert groups in 1998, no specific agreement on sectora
liberdlization was reached due to conflicting interests of developing economies, which indsted
on the extengve agpplication of voluntarism and flexibility. Later in 1998, the agreement fell

1



short of support from China and Jgpan, who expressed ther intent not to participate in the
liberdization of forestry and fisheries, yidding no substantive outcome. Leaders then decided
to trandfer the matter of tariff reduction in nine priority sectors to the WTO and continue the
discussion on easing nontariff barriers and the promotion of ECOTECH in APEC. Despite the
falure to reach an agreement on liberalizing nine mgor targeted sectors, discussion d the
remaining Sx sectors is expected to continue in APEC.

Thefallure to coordinate the different interests of member economies in liberdizing nine
prioritized sectors shut down the booster rocket for EVSL, and the future of a follow-up
liberdization plan for the remaining Sx sectors seems quite unclear and gloomy. APEC has no
tool to demand the participation of member economies because of the basic principle of
voluntarismt if members do not participate for any reason, it is very difficult to draw forth an
agreement on EVSL. Along with the acute opposing positions on the reduction of tariffs, the
discusson on the easing of nontariff measures and promoting BECOTECH has adso hit a snag.
China and other developing economies are demanding technology transfer as a part of
ECOTECH as wdll as compensation for developing countries  participation in EVSL, while
developed economies are firm in their podtion that cooperation in those areas should be
limited to activities among the private sector. Thus, the troubles that arose in 1998 regarding
the EVSL in APEC arelikely to persst.

Liberdization of EVSL products seems to be on hold due to the opinion of member
economies that they are senstive domestic products. Whether a target tariff rate means zero
tariff or tariff reduction (0-5%) should be darified, and the principle to decide the target tariff
rate and implementation measures should be decided as well. Putting the whole Stuation into
perspective, the future of EVSL is not bright, athough losng momentum after a faled
agreement on tariffs for the nine priority sectors does not necessarily mean that EVSL is no
longer important.

Thus the first nine sectors of the EVSL initiative were repackaged. The tariff sectionwas
separated from the others and repackaged as the Accderated Tariff Liberdization (ATL) and



then sent to the WTO. The remaining Sx sectors, dso caled * the back six,” were also sent to
the WTO. In a way, APEC, through its EVSL initiative, added some new eements to the
work of the WTO. However, critics aso say that APEC has just added to the burden on the
WTO, pasing aong ahot potato. However, one should not forget, that APEC came very
close to concluding the first agreement on sectord trade liberdization. The EVSL initiative is
still dive. By assessing the lessors of EVSL, it is dso possble to repackage the EVSL
initiative for another attempt. EVSL should provide APEC with ample food for thought.

In retrospect, APEC suffered a serious credibility problem when APEC economies
faled in concluding an agreement for the nine prioritized sectors in 1998. Although the
organization seems to concentrate on trade facilitation and ECOTECH, it will be easy to
obtain momentum for trade liberaization in near future. Moreover, APEC could not play on
important role in preventing and easing the Asan financid crissin 1997-1998. Therefore, “we
hear that APEC is dying without much achievement in liberdization and economic

cooperation.” *

4. Individual Action Plans (IAPS)

IAPs are voluntary commitments submitted by each member economy to liberaize and
fecilitate trade -- primarily through a lowering of tariffs and other barriers -- and liberaize
rules for foreign invesment. To a large degree, IAPs might be deemed a reteration or
extenson of each economy’ s liberdization plans which had been carried out in their own
economic context even before APEC was established. A Pacific Economic Cooperation
Council (PECC) study® reports that the unweighted average tariff level in the APEC region has
aready been lowered from 15% in 1988 to 9% in 1996, and asserts that the IAPs will further

acce erate tariff reduction in the region.

*Y amazawa (2001).
® PECC (1996).
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The IAPs in MAPA are summarized in Table 3. Noteworthy is the extent to which
|APs differ across APEC members. For instance, the United States action plan is not well-
defined and does not appear to involve any specific commitments, and many East Adan
economies appear to be resffirming their existing trade reform schedules.® Furthermore, some
economies have made ther liberdization schemes conditional on other APEC members
declarations (e.g., Mexico seeks to speed up tariff reductions if other member economies
agreeto do s0).

On the other hand, there are some examples of IAPs going beyond exising
commitments. A number of economies, including China, Korea, Philippines and Thalland,
envisage a subgtantive tariff reduction, while some members -- Singapore, Hong Kong, China,
New Zedand, Chile (by 2010), and Brune (by 2020) -- declared a target of zero tariffs on
al or mogt imports. At the same time, through 1APs, most APEC economies unveled
schedules to sreamline tharr nontariff barriers in conformity with WTO rules, and commit
themsdlves to undertake specific liberdization measures to promote investment. As regards
liberdization in services trade, APEC economies, in principle, am b fdlow the line of the
WTO negotiating process. Under MAPA, APEC member economies should be subject to
their unilateral commitments, in that ther liberdization process will continue to be consulted,
reviewed and revised within the APEC framework. Such a survelllance mechanism will likdy

contribute to ensuring the effectiveness of each member economy’ s commitments.

® Drysdaleet a. (1997).
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Table 3. Quantified IAP“ UR Flus” Tariff Reductionsin 2010

Economy MAPA Tariff Reduction: Items MAPA |AP97/98
Australia max. 5% except for below: Current rates (0 - 5%) -
- passenger motor vehicles 15% 10%
- textile clothing and footwear 10-25% 7.5-17.5%
- certain vegetables 5% (1998) -
ITA?® 0% 0%
Brunei Darussalam progressive liberalization towards zero 82% of total tariff lines | 8 82% of total
tariff by 2020 bound at 5% tariff lines bound at
5%
Canada all original equipment automotive parts | 0% (on 1996) -
and articles
reduction in GPT rates 0% -
ITA® 0% 0%
Chile amost all products 0% 0%
China simple average tariff Around 15% around 15%
industrial products - 10.8%
ITA 185 products — 0%
Hong Kong, China bind tariff at 0% on all imports 0% 0%
ITA® 0% 0%

Indonesia items with surcharges and tariffs of 20 % | max. 5% by 2003 max. 5% by 2003
or lessin 1995 (except automotive parts)
items with surcharges and tariffs of more
than 20% in 1995 (except automotive max. 10% by 2000 max. 10% by 2000
parts)
chemicds, steel, metal and fishery
products 5-10% by 2003 5-10% by 2003
ITA? 0% by 2005 0% by 2005
Japan expand Tariff Elimination Initiative on | — -
pharmaceuticals by 2000
ITA® 0% 0%
Korea ships from 1997 0% (from 1997) -
ITA® 0 % by 2004 0% by 2004
Malaysia ITA! 0% by 2005 0% by 2005
Mexico elimination of tariffs on certain electronic - -
component, and computer equi pment
New Zealand al imports Duty free duty free
ITA 0% by 2006 0% by 2006

Papua New Guinea

reduce to 5% tariff on basic sted,
auminum, capital equipment, machinery,
basc chemicas; chemical agricultura
inputs by 1997

By 2006, bound at 30%
for nonagricultural
products

By 2006, bound at
30% for nonagri-
cultural products

Peru — —
Philippines all imports, except sensitive agricultural | One uniform rate of 5%, | One uniform rate of
products except sengitive 5%, except
agricultural productsby | sensitive
2004 agricultural
products by 2004
Russia - —

15



Economy MAPA Tariff Reduction: Items MAPA |AP97/98
Singapore progressive binding of tariffs at 0% by | 0% 0%

2010

ITA! 0% 0%

Chinese Taipel average tariffs round 6% average nominal Around 6%
tariff rates and applied average nomina
rate of 5% or lower on tariff rates and
about 65% of tariff applied rate of 5%
lines, 0% by 2002 or lower on about

ITAY 65% of tariff lines,
0% by 2002

Thailand ITA? 0% by 2005 0% by 2005

USA ITA! 0% 0%

Vigham — — —

1. Not included in IAP. Committed at the 1996 WTO Ministerid Conference or thereafter.
Source: APEC (1999a), Table 2-1

Table 3 summarizes APEC’ strade liberalization measures so far asin MAPA and |IAPs
for 1997 and 1998. These are “UR Plus’ measures that go beyond the UR commitments.
Some economies such as Audrdia, China and Indonesia have shown meaningful commitments
to unilaterd liberdization, by binding tariff rates or reducing bound tariff rates. For example,
Audtrdia reduced bound tariff rates on automobiles and TCF (textiles, clothing and footwear)
from 15% and 10-25% to 10% and 7.5-17.5%, respectively. Other economies mention their
liberdization measures, but the coverage and the degree of tariff cuts seem to be very limited.

Conddering the timeframe of the Bogor God, the commitments outlined in the IAPs can
be regarded as a useful vehicle toward the God for some member economies. However, the
overd| evduation of the commitments for trade liberaization indicates that progressis too dow
for full liberdization. The mog frequently cited item for liberdization are ITA products, which
are bound under the WTO through the Information Technology Agreement. If we exclude the
liberdization measures for the ITA and commitments under the regiond trade arrangements,
net liberdization measures will be much less extensive (deeper) than those shown in Table 3.

A nore serious problem for APEC trade liberdization is that member economies have
no srong intention of achieving the Bogor God, in addition to the poor performance of trade

liberdization so far. This can be seen in the analyds of future actions by member economiesin

16



their MAPA and IAPs. According to the MAPA (1996), 17 of 18 APEC members made
their remarks on medium and long-term actions for reducing tariffs. However, only 8 of 17
economies mentioned the achievement of the Bogor God. In 1997 IAP, 7 economies
announced a 2010/2020 liberalization plan, and in 1998, 9 of 21. Even in 1999 only 7
members of APEC expressed their intention to achieve the trade and investment liberdization

as specified in the Bogor Declaration.

17



Table 4. Remarks on the Achievement of the Bogor God in IAPs

Economy

MAPA

1997 |AP

1998 |AP

1999 |AP

Audrdia

Brune Darussdlam

Yes

Yes

Yes

Yes

Canada

Chile

Yes

Yes

Yes

Yes

China

Chinese Taipa

Hong Kong, China

Yes

Yes

Yes

Yes

Indonesia

Yes

Yes

Yes

Yes

Japan

Korea

Mdaysa

Yes

Yes

Mexico

New Zedand

P.N.G.

Yes

Yes

Peru

Prilippines

Russa

Singapore

Yes

Yes

Yes

Yes

Thalland

USA

Yes

Vignam

N/A

N/A

Yes

Yes

Source: From APEC MAPA (1996) and |APs (1997-1999).

Let' stake alook at each economy’ s pogtion in their IAP on the achievement of the
Bogor God. Firg of dl, Brune, Chile, Hong Kong (China), Indonesia, New Zedand, Papua
New Guinea, Singgpore and Vietnam have announced a clear podtion towards the
achievement of the Bogor Goa. Brunei is pursuing progressive liberaization towards zero tariff
rates by 2011 or 2020. Chile plans to reduce tariffs on most products to 0% by 2010. Hong
Kong will bind tariffs a zero on al imports effective January 2010. Indonesia says that it will
reduce tariffs progressively to reach the APEC God no later than 2020. New Zedand dso
plans to free and open their trade in the WTO as well as APEC. Singgpore and Vietnam are

a so taking the same stance on this issue.
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Other countries such as Audrdia, Canada, China, Chinese Taipe, Japan, Korea,
Maaysa, Mexico, Peru, Philippines, Russia, Thalland and the USA have not taken a clear
position on liberdizing trade and investment to reach the Bogor God, though some economies
once reveded their intention to achieve the Bogor God. For instance, Mexico revealed a clear
plan to achieve free and open trade by 2020 through the development of reciproca multilatera
or regiond approaches in the 1997 and 1998 IAP. However, it did not poduce further
remarks on the matter in the 1999 IAP. Even the USA, which is bdieved to be the biggest
supporter of free trade, has not announced any specific plan to meet IAP since 1997. Japan is
only conddering a progressve reduction of tariffs, and Korea plans only to review the
possibility of revisng its tariff concesson schedule.

Researchers have made different evauations of the performance of the IAP to reach the
Bogor God. Y amazawa and Urata (1999) conclude that industrid APEC economies, including
Hong Kong, China and Singapore, are closer to the Bogor God than other members.
However, Yamazawa and Urata s study needs careful interpretation of the results: thet is, even
though APEC economies actualy announced their enhancements of the components of 1APS,
it is hard to accept that the performance so far actualy conforms with the achievement of the
Bogor God. Regarding this point, Groser (2000) asserts that though the I1APs have plenty of
liberdization measures by APEC economies most of them are “Uruguary Round
commitments and commitments taken pursuant to regiond trade agreements (such as NAFTA,
AFTA).” Thus, current versons of the IAPs may not be understood as good progress toward
APEC trade liberdization for the Bogor God. His conclusion isthat “ unilaterd liberdization is
now suffering from politica fatigue. In any event, unilaterd liberdization has dways been
irrdlevant for the U.S. and Japan, which collectively make up some 80% of APEC GDP.”

I1l. RTAs: A Practical Method to Achieve the Bogor Goal
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The achievement of the Bogor Goa has been mentioned in many APEC statements.
However, APEC has not yet much discussed how to achieve it and has shown very poor
performance concerning the God, dthough some progress has been made in inditutiona
development, membership and coverage of issues.” The World Bank (2000) report points this
out, saying, “[APEC] members have certainly not yet introduced any discriminatory trade
policies [except the APEC business visgl, but neither have they yet moved beyond
implementing their Uruguay obligations.”

From the analysisin Chapter 111, it can be said that voluntary liberdization has limitations
in inducing member economies to reduce trade barriers. The sectord approach, such asEVSL,
adsofaledin APEC. ThelTA, which was initiated by the G7, could be accepted by the APEC
because of the multilatera liberdization scheme. It is unclear whether this multilateral approach
will be successtul in the near future. Firdt of dl, the launch of the New Round has been delayed
and countries are more consarvative in discussing the liberdization of specific sectors. Second,
NGOs are obtaining support for anti- globdization Third, it is not easy to salect sectors which
can be supported by leading countries in the WTO. In case of the ITA, G7 countries are
subject to very low tariffs on the products, and their trade of the products occupied a maor
portion of world trade. These points were important in reaching an agreement among major
trading countrieson ITA.

How about RTAS? RTAS have been expanded and degpened subgtantidly within APEC
inthe last decade. APEC (2000) cdlsit * new regiondism,” meaning it can be a building block
for multilaterdism It seems in redity that the expanson and degpening of RTAs and the
grengthening of the associations of RTAS are the most effective measures to achieve trade

liberdization within APEC. As seen previoudy, it is inevitable that limitations exist on trade

" Ahn (1999) also eval uated the performance of APEC so far, though the coverage of analysisis different
from this paper. He concluded that APEC’ s performance turns out to be unsatisfactory [for the

achievement of the Bogor Goal].



liberdization based on voluntarism and without binding agreements. There is no denying that
there are advantages to voluntary trade liberdization However, in redity, on the point that
incentives are not given for trade liberdization we propose that the fecilitation of trade
liberdization that utilizes RTAs is a practicadl method to achieve the Bogor Goal. It could be
either a hub-and-spoke or a “spider’ s web”® gpproach to further ingtitutiona economic
integration in the region.

Then, what isarole of APEC in achieving the Bogor God through RTAS? Because the
AsaPacific region represents a diverse set of economies at different levels of economic
development, it is likely to achieve trading arrangements with quite different contents for
market access and trade rules. For example, ongoing Japan-Singapore FTA (New Age
Partnership) negotiations are known to exclude agricultural sector from trade liberdization,
with an emphasis on services sector cooperation and industrial cooperation between the two
countries. However, NAFTA and CER included al sectors for trade liberdization. Without
harmonizing the coverage and rules in each RTA, the region will not achieve a trading
arrangement covering the whole of APEC. Here, we can see the role of APEC: in order to
fecilitate the transformation of bilatera and subregiona RTAs in the region into a APEC-wide
FTA (which isthe Bogor God) in the long run, APEC should adopt principles and guiddlines
for RTAsin the region in terms of scope of coverage, comprehensveness, trangparency, etc.

Although it is hard to assert whether RTAs will be Hill popular in the near future, there
are severa factors which can instigate member countries to conclude RTAs Regular meeting
among political leaders of ASEAN+3 (China, Japan and Korea) will be developed for the

® A spider s web approach is a metaphorical expression for growing levels of bilateral and subregional
economic integration between two entities among multiple countries in a region. This is similar to the
spoke in the hub-and-spoke approach to economic integration. The difference is the spider s web
approach has no hub in the region. Examples of the spider’ s web approach in APEC are the negotiation
of a US-Singapore FTA and a Japan-Singapore Economic Agreement for a New Age Partnership,
ongoing discussions of a Korea-Thailand FTA, Korea-New Zealand FTA and Korea-Japan FTA, and
China’ sFTA proposal to AFTA during the ASEAN+3 Leaders’ Meeting, Singapore, November 2000.
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formation of some trading blocs in the region. Those can be subregiond FTAS, and a trading
bloc conssting of dl ASEAN+3 countries, as discussed by the East Asan Vison Group. The
WTO New Round also seems to work to enforce the concluson of RTAs Sinceit is hard to
draw aconcluson under the multilateral negotiation system, maor trading countries may divert
ther atention to RTAS, as we observed during the Uruguay Round. Findly, we may expect a
domino effect from RTAS - that is, the formation of a RTA by trading partnersis likely to lure

other countriesinto pursuing RTAS®

V. Conclusion

Although it is said that APEC has two pillars of trade liberdization and ECOTECH,
there has been little praise for the performance of the two pillars so far. Many developing
countries point to the poor development of ECOTECH in APEC, while developed economies
have shown a passive attitude toward it. As we analyzed in this paper, APEC’ s progress in
trade liberdization is far behind the schedules for the Bogor Godl. Yet it is difficult to expect a
far-reaching change in trade and investment liberdization on the APEC leve. Another serious
problem is thet there are only ten years left in which to fulfill the Bogor God. If more years are
spent in this sate, APEC might have to abandon the long-term vision of the Bogor Godl.

APEC Leaders meetings and ministerid meetings have produced declarations and
satements pledging concerted efforts for trade liberdization and even demanding a successful
launch of anew WTO round. Under the current Situation, where APEC cannot record visible
progress in trade liberdization, commitments in these declarations and statements may not

convey much credibility to APEC itsdlf and the larger internationd society. APEC may be put

° Examples of the domino effect of regionalism can be found in Baldwin (1995).



“introublein the long term unless specific initiatives designed to address the problem are taken.
APEC without the Bogor God providing a clear dtrategic vison will dowly become just
another talkfest” (Groser). Based on this, people criticize APEC and say it isno longer useful.

We cannot deny the existence of a close rdationship between trade and economic
growth, which has been largdly explored in the andytica and empiricd literature. Open trade
affects economic growth and welfare by improving resource dlocation efficiency based on
comparative advantage. The same logic will gpply to APEC. Therefore, APEC should pursue
trade liberaization. The first best option would be to conclude an APEC FTA, but this does
not seem to be redidic in the near future due to economic and political problems in APEC.
The second best option may be to use RTAs in achieving APEC-wide trade liberdization.

Althoughitisalittle late, APEC countries should endeavor to achieve trade liberdization
in the region through active and serious discussion on the issue. In this regard, it is necessary
for APEC to dlarify the Bogor God and numerous related concepts such as the time limit, the
scope of trade liberdization, definition of developed and developing nations, open regiondism
and s0 on. Only when the definitions are clear can measures to achieve the Bogor God be
drawn up. If member countries combine their know-how on this problem even at this late date,

APEC’ sfuture will begin to brighten.
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