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Executive Summary

APEC is celebrating its tenth anniversary in 1999. Established in
1989 as ‘the first broad regional institution for intergovernmental
dialogue on economic policy issues’ in the Asia-Pacific region, APEC
has emerged as one of the most powerful regional groups in the world
economy, assuming more than 50% of world GDP and trade volume,
respectively. In the period since its inception APEC has gone through
three development stages: (1) official inauguration and institutionaliza-
tion (1989-1992); (2) preparation of visions and action plans (1993-1996);
(3) implementation (1997-now). Throughout these three stages of its
evolution, economic cooperation agenda within APEC has been focused
primarily on its two pillars of cooperation — economic and technical
cooperation (Ecotech) and trade and investment liberalization and
facilitation (TILF) - with financial and currency cooperation gaining
importance only after the outbreak of the Asian crisis.

In relations to non-members, APEC officially adopted open
regionalism as an instrument to contribute to the strengthening of the
multilateral trading system governed by the GATT/WTO. Therefore
trade policy measures of APEC are serving as the interface between
APEC and the WTO. With its big economic (market) size and intense
trade relations both within the region and with non-member countries,
APEC has acquired some degree of influence in global economic issues.
However, APEC has had in reality enormous difficulties in reaching
internal consensus on whether and how to implement open regionalism
both within the Asia~Pacific and in relations to non—-member countries.
In the light of the WTO’s Millenium Round, this paper elaborates
trade policy options available for APEC in relations with the
multilateral trading system under the WTO.

Main conclusions are as follows: First, In the short- and mid-term.



APEC has to contribute to the successful launch and completion of
the Millenium Round, whereas in the long-term APEC should
concretize and, if possible, revise the operational definition of open
regionalism. Second, in the short-term strategy the author regards the
successful integration of the ATL initiative of APEC into the official
agenda of negotiations of the WTO’s Millenium Round as the most
important contribution of APEC to the WTO system. Third, developing
a single position of APEC on the coverage, modality of the Millenium
Round will be an additional contribution of APEC. Especially,
balancing the developing and developed memebr economies’ interest
within APEC will ease the potential tensions between developing and
developed member countries of the WTO in the upcoming new round.
Fourth, APEC has to reconsider and/or concretize the concept of open
regionalism. A well-designed and well-implemented open regionalism
concept has the potential to contribute to the strengthening of the
multilateral trading system. However, APEC has had so far enormous
difficulties in reaching agreement how to practically implement the
concept. For this, APEC has three options to choose: implement open
regionalism in the form of unconditional MFN treatment; making
APEC’s liberalization to happen at same speed and coverage as that
of the WTO; abandon open regionalism and adopt its own regionalism.
With three options showing their own advantages and disadvantages,
the central message of the paper is that APEC has to clarify its long-
term vision that is viable for the new century.

Dr. Sung-Hoon Park is Professor at the Graduate School of International
Studies (GSIS), Korea University. He earned Ph.D in Economics from Technical
University of Berlin, Germanv (1992). During 1993-1997, Dr. Park was Research
Fellow at the Korea Institute for International Economic Policy (KIEP). He has
been Secreatrv General of the EU Studies Association of Korea (EUSA-Korea),
since August 1996, and member of executive board of several academic
associations. Since 1994, Dr. Park has been a member of Korea’s Official Pool
of International Economists (KOPIE).
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The Relationship between the WTO and APEC:
Trade Policy Options for APEC in the 21st
Century

Sung-Hoon Park

I. Introduction

APEC is celebrating its tenth anniversary in November 1999.
Established in 1989 as “the first broad regional institution for intergovern~
mental dialogue on economic policy issues’! in the Asia-Pacific region,
APEC has emerged as one of the most powerful regional groups in the
world economy, assuming more than 50% of world GDP and trade
volume, respectively. In the period since its inception APEC has gone
through three development stages: (1) official inauguration and institution-
alization (1989-1992); (2) preparation of visions and action plans
(1993-1996); (3) implementation (1997~now).?

Throughout these three stages of its evolution, economic cooperation
agenda within APEC has been focused primarily on its two pillars of
cooperation — economic and technical cooperation (Ecotech) and trade and
investment liberalization and facilitation (TILF) - with financial and
currency cooperation gaining importance only after the outbreak of the
Asian crisis. In relations to non-members, APEC officially adopted open
regionalism as an instrument to contribute to the strengthening of the

1) Morrison (1998).
2) Nam (1998).
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multilateral trading system governed by the GATT/WTO.

With its big economic (market) size and intense trade relations both
within the region and with non-member countries, APEC has acquired
some degree of influence in global economic issues. For instance, APEC
has played a critical role in bringing worldwide negotiations on
information technology agreement (ITA) to a successful conclusion in 1997,
which can be quoted as an example of its positive contribution to the
strengthening of the multilateral trading system. However, APEC has had
in reality enormous difficulties in reaching internal consensus on whether
and how to implement open regionalism both within the Asia—Pacific and
in relations to non-member countries.

As the WTO is expected to start the so—called "Millenium Round™ of
multilateral negotiations on trade liberalization — based on the agreement
to be reached at the upcoming third WTO Ministerial Conference this
year - it seems opportune to scrutinize the relationship between the WTO
and APEC at this stage. The purpose of this paper is to critically review
the development process of APEC during the last 10 years, with a view
to finding an appropriate relationship between APEC and the WTO. Some
trade policy options for APEC in the 21st century will be suggested as
conclusions of the paper.



II. Two Pillars of APEC’s Economic
Cooperation: Ecotech and TILF

As stated earlier, TILF and Ecotech are the two core areas of APEC's
economic cooperation. Ecotech is regarded as the ‘area in which the
APEC’s current range of activities is most extensive. ¥ Ecotech is also
often criticized as being the part of APEC’s program that shows the
biggest gap between rhetoric and real performance® but it has been
proliferating at a rapid speed within the region. As the result, in the
current Ecotech framework, 6 priority areas® have been identified and 10
working groups have been established, with the number of cooperation
projects exceeding 250. This high acceptance of Ecotech programs can be
explained, for instance, by the fact that Ecotech programs are rather
neutral and normally mutually beneficial to member economies, so that
they can launch programs and carry them out, as far as the budget
situation allows them to do. Thus, Ecotech is the part of APEC program
where no substantial conflicts of interest both among APEC members and
between APEC members and non-members emerge.

Several programs under the heading of TILF have also been developed
and initiated, and partly implemented during the last 10 years. However,

3) See Scollay (1998).

4) This view was addressed at a 1998 PECC meeting. Cited from Scollay
(1998).

5) The six priority areas of Ecotech are (i) developing human capital, (ii)
fostering safe and efficient capital market, (iii) strengthening infrastructure,
(iv) harnessing technologies for the future, (v) safeguarding the quality of
life through environmentally sound development, (vi) developing and
strengthening dynamism of SMEs.
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in contrast to Ecotech where scope and coverage have been ever widened,
reflecting the rather harmonious internal and external relationship
described above, TILF agenda has been experiencing increased concentra-
tion and focusing as well as scaling down, if not contraction. This is
mainly due to difficulties within APEC to come to a consensus—based
agreement - which is one of main basic principles of APEC process -
on the coverage, modality and speed of trade and investment liberaliza-
tion. The sequential evolution of APEC’s trade liberalization program -
from a broad-based vision to achieve ‘free trade in the region’ over a
program called “concerted unilateral liberalization’ to a sector-specific
initiative of ‘early voluntary sectoral liberalization (EVSL)" - clearly
indicates the difficulties in reaching consensus.

Difficulties can also be found in APEC’s external relations, especially
in the relation to the multilateral trading system. Open regionalism, which
is the declared instrument of APEC to overcome regional fragmentation
of world economy and to strengthen multilateral trading system, has been
the main channel of APEC’s outreach. As Park (1998b) suggests, open
regionalism concept has been challenged for both internal and external
reasons. There is yet no consensus among member economies on how to
practically apply the concept, both internally and externally. Operational
definitions of open regionalism proposed by APEC’s Eminent Persons
Group (EPG, 1994) and Bergsten (1997) have also failed to mobilize
member economies to agree upon one single modality of implementing
open regionalism. Consequently, APEC has had enormous difficulties in
carrying out the declared vision to achieve ‘free trade in the region by
2010/2020°, as adopted at the Bogor Summit in 1994. The EVSL initiative
of APEC, which has failed to be officially endorsed after negotiations
throughout 1998, provides a good example of these difficulties.



III. Open Regionalism as a Conduit between
APEC and the WTO

1. Background Discussion

It is well known that APEC was born in the midst of conflicting
interests of trading nations on the progress of then ongoing UR
negotiations.? At the time of APEC’s formation, multilateralism, which
was represented by the then existing GATT, was running the risk of
losing momentum, mainly due to the prolonged UR negotiations, leading
an increasing number of countries to resort first to regional integration
agreements.” As a consequence, the period since the mid-1980s can be
characterized by the co-existence of increasing regionalism and strengthen-
ing multilateralism. 12 founding member countries of APEC, with its
concept of open regionalism, wanted to address this problem, with a view
to bringing the UR negotiations to a successful end.?

Therefore, the concept of open regionalism with its many facets of
detailed trade policy implications for APEC is one of the most important
conduits existing between the WTO and APEC.? Relevant questions to be

6) See Drysdale (1998) and Garnaut (1996).

7) As Saxonhouse (1997) and Drysdale (1998) pointed out, the change of US
external economic policy in favor of regionalism has influenced this new
trend of regionalism since the mid-1980s.

8) Bergsten (1997) seems to acknowledge this positive contribution of APEC,
whereas Drysdale (1998) was rather skeptical about it.

9) For discussion on the relationship between regionalism and multilateralism
and the role of open regionalism, see Bhagwati (1996), Bergsten (1997)
and Park (1998).
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discussed are plenty, and these questions will largely shape the
relationship between the WTO and APEC, not only in the short-term,
but also in the mid- and long-term: (1) Is open regionalism an
“oxymoron combining the two seemingly contradictory theoretical
concepts of ‘openness’ and ‘regionalism’, or does it deserve a more reality-
related interpretation? (2) Should open regionalism be interpreted in an
exact way as Garnaut (1996) proposes, or is it more appropriate to adopt
broad-based interpretations as Bergsten (1997) and EPG (1994) suggested?'?;
Will APEC member economies ever succeed in coming to an agreement
to unilaterally liberalize within the region and extend the benefits to
outsiders, based on the definition provided by Garnaut (1996) and the
case of the ITA has paved the way thereto? Or will they have difficulties
to reach even internal agreements to do so, as the case of EVSL clearly
manifested?; Should APEC member economies stick to the rather
burdensome concept of open regionalism in the new millenium focusing
on the TILF agenda, or is it advisable for them to abandon it and follow
a rather straight forward way of enhancing regional economic cooperation
through a strengthened involvement into Ecotech agenda?

2. Open Regionalism of APEC and Its Relationship to Multilateral-
ism

Open regionalism as such can be understood in different ways."

10) For Garnaut (1996) and Drysdale (1998) open regionalism in the Asia-
Pacific context has to be interpreted only as forming ‘regional economic
integration without discrimination against outsiders’. This interpretation
is fairly the same as one of the interpretations suggested by Bergsten
(1997) and EPG (1994).

11) For a detailed discussion, see Bergsten (1997), EPG (1994) and Garnaut
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Especially in the context of issues to be discussed in this paper and of
APEC’s potential contribution to the WTO system, three contrasting views
have to be discussed.

First, open regionalism can be interpreted as the practical form of
application of unconditional MFN treatment.”? This implies that APEC
member economies first agree upon internal trade liberalization measures
and extend them to outsiders, regardless of their willingness to offer
appropriate reciprocal liberalization measures. Although Garnaut (1996)
and Drysdale (1998) praise this interpretation as the only precise way of
practicing open regionalism, several problems arose to prevent APEC
economies to adopt it in practice. On the one hand, the diversity of
member economies in the stage of economic development, economic size
and the status of trade liberalization led to disagreements among them
on the coverage, modality and speed of internal trade liberalization.” On
the other hand, there was also no agreement to extend the benefits of
internal liberalization to. non—-members on the basis of unconditional MEN,

when the goal to achieve ‘free trade in the region by 2010/2020° was

adopted at Bogor Summit in 1994. In fact, open regionalism in the

interpretation as unconditional MFN was never seriously elaborated in

(1996).

12) Garnaut (1996) regards this interpretation as the only precise meaning of
open regionalism in the Asia-Pacific context, whereas both EPG (1994)
and Bergsten (1997) regard it as one of many options. Garnaut (1996)
expresses his suspicion that the architects of APEC wanted to open the
door to develop APEC into an institutionalized form of regional
integration at a later stage.

13) This explains the very divergent specifications regarding the coverage

and speed of liberalization in member economies’ individual action plans
(IAPs).
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the APEC process so far.

Second, open regionalism can also be operated in the form of
conditional MFN treatment, as Bergsten (1997) suggested. This operational
definition, however, is a clear violation of the principle to provide non-
discriminatory treatment to all the GATT/WTO member countries, as far
as APEC does not develop itself into a free trade area (FTA) or a customs
union (CU)."¥ The Bogor goal mentioned above is clearly not the vision
of APEC to establish FTA by 2010/2020. The proposal by Bergsten (1996)
to establish APEC-wide FTA by 2015 was also never seriously discussed
at any official track of APEC process. There is, at the moment, no
immediate necessity to implant another paragraph into the GATT article
XXIV that allows reciprocal liberalization as an exception. The consequence
is that APEC and its member economies have to abide by the principle
of unconditional MFN treatment.

Third, as Bergsten (1997) termed ‘global liberalization’, APEC can
pursue internal liberalization at the same speed and with the same
coverage as it happens at the WTO level. This approach was once
successfully followed by APEC in the case of ITA. However, other
attempts have failed, as the case of EVSL illustrates. Important
preconditions for a successful practical application of this interpretation
is first to reach an internal agreement within APEC, and to gather a
‘critical mass’ among WTO member countries that support the APEC’s
liberalization initiative. The ITA and EVSL provide us with quite
contrasting performances in this regard.

Independently of which operational definition APEC adopts in the

14) FTA and CU are allowed exceptions to unconditional MFN treatment,
for which they have to fulfill several prerequisites, based on the Article
XXIV of GATT. For a detailed discussion, see Park (1998a).
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future, the concept of open regionalism will remain at the center of
interconnection between the WTO and APEC. This will be true for the
upcoming ‘Millenium Round’ of multilateral trade negotiations as well as
for the long-term bilateral relationships between the two organizations.



IV. APEC’s Strategy towards the WTO

In the relations of APEC to the WTO, time horizon matters, with the
decision of APEC whether or not to stick to open regionalism playing a
crucial role. In the short- and medium-term, APEC is expected to pursue
open regionalism further, and not to abandon it. In this case, APEC’s
relationship to the WTO will largely be determined and evaluated by
APEC’s contributions to a successful launch and completion of the
upcoming Millenium Round of the WTO. In the long-term, however, the
author expects increasing tensions within APEC about which operational
definition of open regionalism to take. In an extreme case, some member
economies might find open regionalism too burdensome to pursue, with
a potential consequence of increasing internal discussion on whether or

not to stick to it. Several scenarios can be discussed in this respect.
1. Short- and Mid-term Strategy: WTO Millenium Round and APEC
(1) ATL initiative

An immediate necessity is that APEC contributes to a successful launch
of the Millenium Round of the WTO, which should, however, be based
on the consensus among its member economies. Under the presidency of
New Zealand, APEC submitted a trade liberalization package, which was
derived from EVSL package, to the WTO as an accelerated tariff
liberalization (ATL) initiative. According to APEC members, the ATL has
to be in line with the Kuching framework, and serve as a basis for further
discussion and negotiation under the auspices of the WTO, with the goal
of reaching agreement in 1999." APEC has had several roundtables with
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non-members including the EU, MERCOSUR etc. to discuss with and
persuade them support the ATL initiative, the prospect of which cannot
yet be evaluated.’®

Several shortcomings of the current ATL can be discussed. First, there
is not yet a sufficient critical mass in favor of the ATL. Second, the ATL
as such is a sectoral approach, which is not favored by the majority of
WTO members.!” Third, the proposed end-date of negotiation at the WTO
is apparently too short. Fourth, the extent of flexibility specified in the
individual countries’ liberalization schedule does not correspond with the
traditional treatment in the GATT/WTO of developing countries.
Therefore, it is an immediate task for the 16 member economies of APEC
that have signed to the package to prepare for the case for the ATL
initiative not to be able to achieve the critical mass in the WTO by the
proposed end-date of negotiation. They have to specifically decide
whether or not to proceed with the liberalization without the formal
endorsement at the WTO level, and whether the end-date of negotiation

15) Although there was a broad-based consensus on product coverage, target
end-rates and end-dates, the ministers gathering in Kuching in June
1998 specifically noted that some flexibility has to be allowed to deal
with sector-specific concern of member economies. See WTO (1999).

16) By the end of June 1999, only three countries including Norway, Iceland
and Switzerland indicated their support for APEC’s ATL initiative. The
EU was opposed to the idea to complete the negotiations by the end of
1999, and MERCOSUR recommended to find out appropriate modalities
to tie the ATL results into the final outcome of the new round. See APEC
(1999a).

17) The US was reported as the only big trading nation that favors the
sectoral approach. Even within APEC, there seems to be a broad support
for the comprehensive approach. See APEC (1999b).
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should be revised. In this regard, we can expect a substantial loss of
APEC’s credibility in case that the 16 countries withdraw their ATL
initiative, and that there will be difficulties for them to proceed with ATL
without reciprocation from a sufficient number of non-members. There-
fore, it is highly probable at the moment that the end-date of ATL
negotiation is extended for some years or the ATL initiative becomes a
part of agenda package for a comprehensive negotiation in the Millenium
Round.

(2) Other Trade Issues

Balance of Interests

APEC is characterized by a diversity of its member economies, which
has to be considered in developing APEC’s position towards the new
round. In this context, to strike a reasonable balance between issues of
interest for developed and developing members will be of immense
importance.’® This is all the more true, considering that the consensus
principle is one of the founding stones of APEC. Otherwise, APEC will
have difficulties to set a single position towards the new round."”

APEC’s developed member economies’ interests seem to be reflected
in such trade issues as trade and environment, trade and investment,
deregulation, competition policies etc.”” whereas developing member

18) Japan, for instance, considers enhancement of the role of developing
countries in the multilateral trade system as one of five common goals
of the upcoming WTO negotiations. See APEC (1999d).

19) APEC (1999b) also points out the desirability of reaching a common
position, wherever possible, for APEC.

20) The author assumes that developing and developed member economies

are indifferent to such issues as liberalization in services and agricultural
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economies appear to be more interested in such issues as implementation,
flexibility in the form of special and differential treatment, as well as
competition implication of anti-dumping practices, etc.?” These differences
between the two groups of APEC member economies may well document
the different interests of developing and developed member countries of
the WTO. A successful settlement of opposing interests at the APEC level
will, therefore, serve as an important contribution of APEC to the
multilateral trade negotiations under the auspices of the WTO.

Coverage of Negotiations

The coverage of multilateral negotiations is crucial in bringing about
momentum for further liberalization in the world economy. The traditional
way of multilateral negotiations on trade liberalization that have been
conducted under the auspices of GATT so far — specifically in industrial
tariff areas — was to deal with trade comprehensive (not sectoral) issues
and to reach a single agreement.

As far as the coverage is concerned, there is still disagreement among
WTO members whether to adopt a comprehensive or sectoral approach.
As mentioned above, the US apparently favors to negotiate on selected
industrial sectors,”” whereas the majority of other WTO member countries
favor the comprehensive approach. Although APEC has been in a dilemma

sector, because they are the so-called built-in-agenda (BIA) and
supposed to be negotiated any way, regardless of individual countries’
concerns.

21) See, for example, APEC (1999¢, 1999d).

22) Canada made a compromising proposal to negotiate ‘clusters’, which did
not find strong support. And it is reported that the US finally revised
its position a little bit, suggesting that the Millenium Round be “broad-
based but manageable”. Cited from Drysdale (1998).
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situation, with the US, which favors sectoralism, being its most influential
member economy, it is encouraging to note that New Zealand, APEC’s
presidency country in 1999, suggested an internal agreement on “a firm
statement of support for the inclusion of a comprehensive industrial tariffs
negotiation as part of the round 2 This may be a way to march hand-
in-hand with the majority of WTO member countries and secure the
critical mass needed for realizing its goal.

2. Long-term Strategy: Regionalism, Open Regionalism or Multilater—
alism?

Designing APEC’s long—term strategy towards the WTO closely relates
the APEC-wide decision on whether or not and in which specification to
pursue open regionalism. In almost all Summit Declarations, we can find
such passages as The foundation of our economic growth has been the
open multilateral trading system:-"2, "--APEC leading the way in
strengthening the open multilateral trading system- - and ‘we
emphasize our resolute opposition to an inward-looking trading bloc:--" %
and so on. All this rhetoric serves as an APEC’s excuse to pursue regional
economic cooperation, not to term it as integration. In the reality, however,
there exists indication that APEC has continuously evolved into an
institution, in which negotiations on trade liberalization have become a
regular agenda item, thereby putting increasing pressure on the member
economies.?” It is quite understandable that there emerged ever—increasing

23) APEC (1999D).

24) Leader’s Declaration in Seattle.

25) Leader’s Declaration in Bogor.

26) Leader’s Declaration in Osaka.

27) Drysdale (1998) notes that APEC has been facing a new challenge of this
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tension among the versatile interests of member economies, on the one
hand, and between APEC and the multilateral trading system, on the
other.

On the one side, the tension among the interests of member economies
can be best manifested through the wide flexibility which individual
members made use of in making their individual action plans in the
framework of MAPA and the EVSL package. There has been raised
suspicion that some member countries implicitly wanted to free ride the
liberalization measures to be taken by other member economies. On the
other side, increasing tension was also visible between APEC’s open
regionalism and WTO’s multilateralism, such that the international trade
community has with keen interest followed every liberalization initiative
taken by APEC, with the view of testing its consistency with the principles
of the multilateral trading system. An application of the Article XXIV of
GATT, which explicitly allows FTA and CU as exceptions to unconditional
MEN treatment, was never an issue in the case of APEC, as APEC declared
not to develop itself into an FTA. Even the goal to achieve ‘free trade
in the region by 2010/2020" has not been seriously challenged by the
international trade community, as APEC once again affirmed to be against
any inward-looking trading bloc.?® Here is the very dilemma of APEC.

Even though Bergsten (1997) argues that this is an intended
‘constructive ambiguity’, it can also be interpreted as a ‘destructive

ambiguity’.?” Especially, open regionalism as an instrument to contribute

kind, especially since 1996 when the member economies began to
implement the Manila Action Plan for APEC (MAPA).

28) See footnotes 25 and 26.

29) Similar notions can be found in Drysdale (1998) and Park (1998b). Park
(1998b) specifically argues that the absence of APEC’s unambiguous long~

term vision has been one of the most important barriers for APEC to
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to the strengthening of the multilateral trading system can be challenged.
Therefore, APEC is and will be facing an intensifying challenge whether
or not to continue to pursue open regionalism. There are three immediate
alternatives available for APEC.

First alternative is to maintain open regionalism in the meaning
suggested by Garnaut (1996) and Drysdale (1998). In this approach, APEC
simply pursues unilateral liberalization without any discriminatory
treatment to non-members. This approach, if there is a consensus among
all member economies, has the potential to bring an important momentum
to further liberalizing the world trade, thereby contributing to the
strengthening of multilateral trading system. However, difficulties in
reaching internal consensus and problems with regards to free-riding of
non-members will limit the practicability of this approach.®

Second alternative available for APEC is to exercise the so—called
‘global liberalization’ approach, as suggested and seemingly favored by
Bergsten (1997). This approach has so far been adopted two times by
APEC. While the first trial with the ITA package has been successful in
both reaching internal consensus and mobilizing critical mass within the
WTO, the second trial with the EVSL package was not a success so far.
Whether or not the ATL initiative of APEC, which is a revised from of
EVSL package, will be successful, will largely depend on APEC’s capability
to persuade enough number of WTO members in support of the initiative.
Also, a careful design with coverage, time schedule and speed of
liberalization in any new packages will crucially influence the degree of
success. In this regard, an initiative of some APEC member economies to

effectively pursue its goal to contribute to the strengthening of multilateral
trading system.
30) For a more detailed discussion, see Park (1998a).



IV. APEC’s Strategy towards the WTO 23

bring APEC and the WTO to mutually reinforce trade liberalization could
prove instrumental in following this approach.®”

Third alternative available for APEC is to adopt regionalism, in the
sense that it develops itself into an FTA. To establish an APEC-wide FTA
will not be an easy task, considering the diversity of economic
development stages, political and historical heritages from the early part
of the 20th century and cold-war era, and many other visible and invisible
obstacles. This approach will, however, bring about advantages as well.
First, FTA is an allowed exception to unconditional MFN treatment, which
has a strong seat in the multilateral trading system. The only thing for
APEC to do is to design the FTA to meet the requirements specified in
Article XXIV of GATT. Second, it solves the problem of free-riders, as
FTA members can discriminate against non-members. Third, the problem
of sub-regionalism within APEC can also be tackled in a step-by-step
approach.*?Fourth, APEC is free to pursue open regionalism after the
establishment of FTA, in the same form as the European Union (EU)
pursues its version of open regionalism.** Open regionalism in this form
can expand the horizon of free trade and contribute, consequently to the
strengthening of the multilateral trading system.

31) It is reported that Chile and Philippines recommended APEC to look at
how the WTO might be used to reinforce APEC’s goal. On the contrary,
New Zealand and Indonesia are confident to recommend the WTO to
work towards the APEC goal, introducing the Bogor timeframe 2010/2020
into its official agenda. See APEC (1999b, 1999¢).

32) For a detailed discussion of several steps that APEC can take to establish
an APEC-wide FTA, see Park (1998a).

33) The approach used by the European union in pursing open regionalism
is "to open the regionalism’, in the sense that it negotiates with non—

member countries and regions on FTA and/or CU.
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Following conclusions can be drawn from the discussion so far. First,
in the year APEC celebrates its tenth anniversary, it can not be complacent
because it has to tackle two important tasks. APEC’s first task is to
contribute to a successful launch and completion of the Millenium Round
that is expected to be officially started at the third WTO Ministerial
Conference to be held in November/December this year. Second task for
APEC identified in this paper is to reconsider its primary instrument
called open regionalism. The paper suggested that time horizon does
matter in designing APEC’s strategy towards the WTO.

Second, in pursuing to contribute to the success of the Millenium
Round, APEC member economies have to carefully prepare for the case
that the ATL initiative proposed by for negotiation as a part of Millenium
Round (potentially) results in failure. More efforts to mobilize critical mass
in the WTO community will be needed to bring about APEC’s
contribution.

Third, considering the consensus principle of APEC and after examining
position papers of several position papers, the paper recommended APEC
to reach an internal agreement on the coverage and modality of
negotiation. Here, it is pointed out that finding an appropriate balance
between the interests of developing and developed economies will be
crucial in developing APEC’s single voice. The paper argued that this
will greatly contribute to the WTO process, based on its judgement that
the member composition of APEC can be representative for the WTO.

Fourth, in providing APEC'’s long-term strategy towards the WTO the
paper suggested that APEC reconsider and concretize the role and shape
of open regionalism in its long-term trade policy agenda. Based on this
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consideration, the paper presented three alternative ways available for
APEC, and discussed their respective advantages and disadvantages. The
discussion was intended to send a clear message to the APEC community
that after ten years of its existence, its about the time for them to seriously
reconsider APEC’s long-term vision, which inevitably bears implications
for its relationship with the multilateral trading system under the WTO.
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