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economies, Altho
it holds its second 1
er. APEC is now purs
he APEC region by a
specified target date.
APEC was developed to help bolster the remarkable pattern of economic
change in East Asia which ha seen very high growth rates in many countries,
an economic boom in China and rapidly expanding intra-regional investment
and trade relations. APEC has attracted support from 1989 because although
the growth in the East Asian economies has occurred without a framework for
economic cooperation acros the region, there were concerns among members
that protectionist sentiment in both Europe and North America might threaten
the post World War Two patterns of international trade development which
have enabled the East Asian economies to grow and prosper.
APEC now brings together eighteen economies in East Asia, Australasia and
the Arnericas. APEC has developed a series of projects to improve
communication and remove impediments to trade. APEC has also stimulated
thinking on the future for development and growth in the region by
commissioning several reports, including two by the APEC Eminent Persons
Group. In November 1993 APEC raised its profile substantially when
President Clinton invited APEC heads of government to meet informally
during the Seattle APEC meetings. Having rapidly gathered momentum,
APEC is now seeking to make a further contribution to Asia-Pacific economic
growth by developing a consensus that free trade among members should be
achieved by a designated target date (2020).
APEC's meetings in Indonesia in ovember 1994 (which include the second
leaders "summit", at Bogor) underscore its value as a venue for a series of
bilateral discussions in addition to the mi~sterialmeetings and the i n f o ~ a l
"summit". The APEC meetings are also important to the host country
Indonesia and to President Suharto, who has supported strongly the effort to
develop a commitment for free trade,
In its 1994 meetings APEC faces several major challenges.
APEC is now seeking to develop a commitment for free trade among its
members. This concept has widespread support but implementation of free
trade will pose many APEC members with profound challenges in economic
policy and structural change. APEC must contend
th some internal
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Australia as a founder-member places
on APEC’s relevance and
ntial. The Australian government
pportunities for Australian
rters if regional trade barriers can be reduced. The government also has
seen APEC as making a major contribution to regional r~lationships by
providing a multilateral forum which brings together the United States with its
major East Asian trading partners and can therefore help improve the climate
and content of specific bilateral relations, especially with Japan and China.
Australia has been a strong supporter of the development of free trade among
APEC members and has enthusiastically endorsed efforts to achieve adoption
of this goal.
The achievement of a formal commitment to free trade among APEC members
at the Bogor summit will mark a further major step in APEC’s rapid rise to
regional and international significance. However this will need to be followed
by intensive and detailed discussions and negotiations to bring this ambitious
proposal to precise definition and implementation.
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The ministerial and leaders meeti
of the eighteen member Asia Pacific
represent
both
Economic Cooperation group (AP
e n v i r o ~ e n tfor economic growth in the Asi
APEC's role as the leading regional economic cooperation forum. APEC has
veloped rapidly since its inau
ion in 1989.' It has brought together the
ajor dynamic economies of
Asia-Pacific to support a p r o g r m of
cooperation to remove impediments to trade.
EC now faces the challenge
of whether it can extend its role to pursue a formal c o ~ i t m e n to
t seek free
trade among its members with a specific target date.
The 1994 APEC meetings are highly significant for the host country Indonesia.
Since the mid 1980s, Indonesia has undergone a substantial process of
economic liberalisation which has brou ht its economy into greater
involvement internationally and regionally. The APEC meetings offer an
opportunity for President Suharto to underscore Indonesia's own rapid growth
by playing a high profile role in helping to advance APEC's economic
cooperation efforts.
The APEC meetings also come at a time when there is continuing concern that
the progress made in international trade with the conclusion of the Uruguay
Round of GATT negotiations should be continued and consolidated. The
adverse results of the mid term Congressional election for the Clinton
Administration have produced some concern in the Asia-Pacific region about
the willingness of the US Congress to pass the legislation necessary to
implement the GATT agreements and about the Clinton Administration"s
capacity to provide decisive leadership on international economic issues
generally.
Australia, as the initiator of APEC, has a stron stake in the 1994 meetings.
Australia sees APEC as a focus both for ac ieving concrete progress in
removing barriers to trade and for encouraging cooperation between the United
States and its major economic partners in the region, especially Japan and
China, at a time when the US has experienced bilateral tensions with both. A
successfully developing APEC also gives Australia a direct role in regional
dialogue with our most important trading partners.

world economy h been in recession, the Asia-Pacific
have continued to ow rapidly.2 For example between
1990 and 1993 the
economies grew by almost 7 percent annually, well
Bank report stated that in
ahead of OECD
es. And a recent
about 25 percent of global
(at 21 percent} has grown.
thirty fold in a quarter of a ~ e n t u r y . ~
Four major factors have underpinned this outst
These factors have also encouraged an inc
integration and interdependence as well.

ing growth p e r f o ~ ~ c e . ~
ng degree of economic

acific cQ~ntrie§,
whi
ve in ~ e c e nyears
t
ado
role of the private sector, deregulated areas of the economy formerly
subject to state regulation and encouraged greater emphasis on foreign
investment and export-oriented industrialisation. A number of markedly
different countries have gained benefits from these policies including
China, Indonesia and Vietnam.

growing strongly, while in proportional terms investment in Europe and
North America is declining. The high alue of the yen has driven
offshore an increasing range of Japanese e
rises, including some of the
Research and Development arms of major electronics companies. East
Asia has now passed the US as Japan’s largest export market.
@

average annual rate of 9 percent. Its economy has been doubling in size
every seven years. This remarkable growth has been fuelled by continuing
internal economic reforms, and rising foreign trade and investment. China
is already a powerful force for regional economic growth and is set to
become even more so.
For an overview of recent ~ e v e l o ~ m e
rnaut, Asian Market Econ
v i r o n ~ e ~Singa~ore,
t,
Institu
enator
2.

conornic growt
It is important t note that the remarkable patte
Asia-Pacific economies in the past decade took
e without a framework of
organised cooperation across the whole region. Indeed some of the most
notable economic relationships have developed without any supporting political
framework, as in the case of China and Taiwan. However, the growth of the
Asia-Pacific economies has depended crucially on the post World War Two
international trading regime, which has allowed access for their exports into the
markets of the industrialised and wealthy states, especially the United States.
The international environment for growth in the Asia-Pacific region was
brought into question from the late 1980s. A series of factors stemming partly
from the impact of the end of the Gold War, highlighted the need for
cooperation to safeguard the prospects for continued rowth and trade.
*

The very success of some of the major economies in East Asia in exports
of industrial products have produced some tension between major trading
partners. The United States has experienced substantial trade deficits with
both Japan and more recently China. The significance of the problems of
the US were exacerbated by the budget deficits experienced during the
Reagan Administration.
These developments have threatened to
undermine support in the U for liberal international trade arrangements.

*

At the end of the 1980s, the passing of the era of the Cold War raised
further concerns about the viability of the post World War Two
international trading order. The US was concerned about the need to
curtail some of its defence spending and to concentrate increasingly on
domestic policy priorities. In Europe, moves in the European Union
towards the creation of a Single European arket, coupled with the
problems of German reunification, heightened concerns about the EU"s
protectionist policies.

These developments gave new urgency to the concept of economic cooperation
in the Asia-Pacific region to help sustain the recent pattern of rapid growth in
an open international trading environment. It was in this context that Australia
proposed the inauguration of APEC.

APEC grew out of a lon

meeting was held in Canberra in November of that year. In 1991 at APEC's
able to negotiate the entry
third meeting in Seo , the Republic of Kore
o and Papua-New Guinea
of China, Hong KO and Taiwan, in 1993
joined and at the Seattle meetings in 1993 Chile was accepted, joining in
November 1994 and bringing the membership to its present level of eighteen
(for a list see Annex B).
APEC has been seeking to esta lish a character and role different from those
of other regional and internati a1 groupings concerned with economic and
trade cooperation. Unlike the European Union it has not been conceived as a
preferential free trade area and has no ambitions to establish elaborate supranational institutions. Unlike ASEAN, APEC is seeking to bring together both
"Third World" and industrialised states of widely vary in
e in both Asia and
the Americas. APEC is also distinct from the General
ement on Tariffs
and Trade (GATT) and its successor the Worl Trade Organisation (WTO) in
that it does not have the charter to pursue formal trade negotiations on a global
basis.
m a t APEC was established to do is to develop approaches towards the
promotion of economic and trade cooperation which will enhance associations
among its members but in ways which do not discri~inateagainst non-APEC
members; its regional cooperation is intended to be "open" to all other states
interested in trade and growth. One major avenue for APEC to achieve these
goals is the pursuit of "trade facilitation", There are many ways in which nontariff barriers inhibit trade and APEC's working groups have been exploring
ways of alleviating and eliminating them.5 (For details of APEC's s t r u c t ~ e
including the Working Groups see Annex D)
res have often inhibited trade in the region. APEC
1992 to exchange info ation on these and members
have agreed that after the Uruguay Round they will work to develop
guiding principles which would exert pressure on members to alleviate
such measures.
' ' A ~ Its
~ I~~ p: l i ~ a t i fo
o~s
inister for Fore

region^' .6
a big impact on trade flows and can
ier. Australia has pioneered the use of
electronic data transfers to speed customs clearance in trade in steel across
the Tasman with New Zealand. APEC is ex loring the wider use of these
iques and is also improving dialogue n these issues, eg through
issuing a guidebook for Customs authorities in the region.

t flows are vital to the APEC ~ e m b e r s 'economies but are
often hampered by complex regulations. APEC is working to make
regulations more transparent and to increase u n d e r s t ~ ~ of
n gimpediments
to investment in the region. The United States has prepared a guidebook
to investment regimes in the region and APEC members (including
Australia) have been surveying their business communities to increase
knowledge about impediments to investment. APEC has also pursued
development of a regional instrument on investment and an agreement has
been announced on this (see below).
These measures are directly relevant to the interests of business in the region,
can help deepen the bases for communication and understanding among
members and are consistent with the concept of 'lOpen regionalism" by
developing policies which facilitate trade without discriminating against nonAPEC members.

APEC's role is still being explored and reviewed by the participating
governments and major contributions have been made in this process by the
leaders meeting in Seattle and by the work of the Eminent Persons Group,
The profile and pace of activity of APEC was boosted substantially by the
meetings in Seattle in November 1993. As well as a ministerial meeting
President Clinton invited the heads of government of APEC members to hold
infomal discussions on 20 November: this was the first such gathering of
Asia-Pacific leaders. The leaders adopted a Vision Statement whch:

6

established an APEC
leaders from each AP

ess Forum composed of two business

onisation of product standards as a priority for APEC;
a g r ~ that
~ d Finance Ministers should meet i 1994 to coordinate on broad
economic issues;
agreed to establish an APEC educational
ration in higher education, study regi
r skills, facilitate cultural and intellec
mobility and foster understanding of the

gram "to develop regional

1 economic issues, improve
exchanges, enhance labour
sity of the region";

established an APEC Business Volunteers
and decided to strengthen APEC's dialogu on small and medium sized
enterprises (SME
APEC's profile has also been raised by the two reports commissioned from the
APEC "Eminent Persons Group" which was created by the APEC Fourth
Ministerial Meeting in Bangkok in September 1992. The EPG's second report,
"Achieving the APEC Vision" (August 1994), sets out a number of specific
proposals for APEC, which should:
pursue early adoption of a concord on Invest
pursue a voluntary code to further improve the e~vironment for
international direct investment;
pursue harmonisation of national product standards, cooperation on
financial and macro-economic issues, and cooperation on environmental
issues;
create a task force to address the urgent problem of the proliferation of
abusive anti-dumping practices;
create an APEC Dispute Mediation Service;
pursue technical cooperation in areas including public infrastructure.
The report's other major proposal was that at its meetings in Indonesia in
November 1994 APEC should adopt a comprehensive program to "realise the
vision of free and open trade in the region" with the liberalisation program to
begin in the year 2000 and be completed by 2020. In recognition of the
diversity of the region, the more economically advanced members should
liberalise more quickly (by 20 10) with the newly industrialised and developing
members completing the process by the later target date.

attracted major attention but the EPG report has
also caused so
y because of what some observers have seen as
uity in the way its r e c o ~ e n d a t i o n swere fr
that
It is imperative to stress that APEC sho
inve~tmentin the region" in a m

ieve "free trade and
trade and inve~tment
has been, and must
remain, strongly opposed to the creation of
d-looking trade bloc
in the Asia-Pacific even as it must similarly be opposed to such trade
blocs elsewhere
e

However at other points, the Report devotes c nsiderable attention to how
APEC members can extend the benefits of liberalisation either on an
unconditional basis or on mutually agreed conditional and reciprocal bases.
This emphasis in the Report seemed not in accord with the principle of "open
ionalism" and it has been reported to have been regarded very unfavourably
by a number of East Asian members.'

The APEC meetings in Indonesia are significant in a number of ways. The
central focus of the meetings is on the multilateral discussions on trade
facilitation and cooperation. However the meetings of ministers and heads of
government also provide the opportunity for a series of bilateral meetings
which are also highly significant.
The Asia Pacific region is still in the relatively early phases of adjusting to the
post Cold War environment and the opportunity for senior ministers and
leaders to meet is itself notable and valuable. In addition to the multilateral
talks the presence of leaders and senior ministers and officials in Indonesia
enables a series of bilateral meetings to be held, as was the case in Seattle in
1993. It was part of the concept of APEC that it would provide a wider
regional context for major countries in the Asia-Pacific to consider and pursue
their bilateral relationships. There have already been signs that this pattern of
contact among leaders - initiated by the meetings at Seattle in 1993 - has been
valuable. Barry Wain, regional editor of the Asian Wall Street Journal, has
argued (on 10 November 1994) that:
According to both North American and Asian diplomats, the APEG
process is also starting to soften the edges of potentially damaging disputes
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s u c ~ e s ~ fAPEC
ul
g

na and Japan3 Prime
idents of the
the recently concluded greements in relation to North Korea's
nuclear program. lo Australia h s been able to utilise the meetings to discuss
contentious issues in its relations with Thailand and to enable Prime Minister
Keating to have talks with Prime Minister Mahathir of Malaysia. In addition
to the specific discussions expected on economic cooperation and trade
liberalisation, the APEC leaders informal discussion are in themselves a
contribution to dialogue and confidence building.
The APEC ministerial and heads of government meetings are also clearly
important for the host country and leader. President Suharto has been widely
considered to regard the APEC meetings as a valuable opportunity to
emphasise Indonesia's growing regional weight in economic relations and
diplomacy. The meetings seem likely to contribute to t h s goal although the
heavily publicised demonstrations over the continuation of dissent in East
Timor have undoubtedly diluted some of the favourable impressions which
Indonesia's government sought to convey.
APEC, in its discussions in Indonesia, now faces several major challenges.

c o n o ~ i ccooperation an

APEC' s trade facilitation agenda is being pursu and further progress was
reported at the time of writing as the first stages of the Indonesia meetings
were underway. The Ministerial Meeting was able to agree on the adoption
of a 12 point investment code and the ministers called on the APEC Trade and
Investment Committee to 'kontinue work on investment issues, with the active
involvement of the business community". In commenting on the agreement on
the code, Japan's Minister for International Trade and Industry, Ryutaro
Hashimoto, said that "This is the first specific result of APEC in the trade and

reef

A

The major focus of attention, however, remaine
to gain endor~ementfor free trade in the AP
date. This goal for APEC ha been endorsed
and by a report by the APEC Pacific Busines
et date of 2010).

A

the much heralded effort

ho in fact advocated

uit by APEC members of free trade with a designated timet~blehas
been seen as highly beneficial to the region overall and to Australia in
r example, agricultural imports face effectiv tax levels of 148.7
, while barriers in China and Korea ar at rates of 43.9 percent
respectively. Significant barriers also exist for minerals and
processed food exports to East Asia: if these were removed
Australian exporters would benefit greatly. l 2 Prime Minister Keating has
argued (in a speech in Sydney on 11 November 1994 just before his departure
for the APEC meetings):

... initial Australian modelling work shows that, while APEC members do
well out of the Uruguay Round, they would do even better if APEC was
to embrace full free trade. The annual gain to APEC aggregate national
income from the Round is around $1 12 billion by 200 - when the Round
effects have flowed through fully. But this rises to $366 billion by 2010
if APEC free trade is achieved by then.
Under APEC free trade Australia’s real output would rise by an estimated
3.8 per cent and real national income by 1.2 per cent or $6.8 billion
annually. This would more than double the projected real income gains
for Australia from the Uruguay Round ...
For Australian business, APEC trade liberalisation is good news, because
Australia is already so far down the path towards free trade.
We have eliminated quotas and, by 2000, average trade weighted tariffs
will have fallen to 2.9 per cent, Motor vehicles and textiles, clothing and
footwear tariffs will be the only stand-outs.

fter i n v e s t ~ e n accor
t
o v ~ ~ b 1994.
er

rta,

A

A us

oing further would be in our intere

in the lead up to the In onesia meetings there ha
f differences of a ~ i ~ within
d e A EC about the free trade proposals.
ne major factor has clearly been that free tr
a designated target date
is more attractive for some membe
major economies of
ia have already enjoyed v
from unilateral liberalisation measur
and from the multilateral reements reached
rocess. A number
of East Asian ec~nomies ntinue to have i
levels of protection which would be preclu
Malaysia has developed
1 levels of tariff protection). The attraction to a number of
economies of the etting of a target date for free trade has therefore
ioned, The Am rican analyst Professor Chalmers Johnson has
argued that:
It is not as if the Asians are saying "we need free trade in this area" - they
already have flourishing trade and they have become incredibly wealthy.. .
I sympathise with the Asians who resist t e American attempt to impose
formalised structures, it is uncalled for and it is dangerous and it sounds
like it will only create work for unemployed diplomat^.'^
In the lead-up to the Indonesia me tings, both China and Malaysia indicat
disagreement with any attempt to set prescriptive deadlines for the achievement
of free trade. China moved to accept a possible target date (a development
which may reflect progress in negotiations with the US over China's bid to
enter the new World Trade Organisation), but Malaysia has been consistent in
expressing concern that APEC should operate with flexibility in discussing and
pursuing trade liberalisation, Malaysia's Minister for International Trade and
Industry, interviewed shortly before th APEC meetings, said that "Having a
timetable is one sure way of not having a consensus in APEC. The moment
you put down dates and formats of that sort, I do not believe there will be a
consensus". She also made it clear that Malaysia would not consider any
declaration of APEC to be binding:
anything that happens in APEC is nonbinding, period. That's a basic principle of APEC"."
'I...

The pursuit and achievement of a free trade agreement by APEC would also
pose major challenges for some of its developed members. Japan has a
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"Speech by the
Association", Sydney, 11 November 1994, p 6.
"Free trade nice work but won't work says scholar", ~ y ~ ~ e y

orts into Japan face a ser
tribution system
Without subst
lisation is not 1
access to Japan’s m ~ k e t s . I 6
There has also been evidence
Ad~inistration has been giving APEC st
ic and business groups have expresse
cooperation with an APEC-inspir
relatively long period (ie up to 2020).
e affected adversely if‘

agreement over a

also been suggested that US accession to the proposals being considered by
APEC could inhibit the ability of the US to use its economic strength and large
market to pressure major East Asian economies into further liberalisation of
market access. l7
In the wake of the Bogor summit, APEC will therefore face a major challenge
in defining precisely the character of the free trade to be proposed and of
maintaining support for the goal of free trade across its diverse member
It is undoubtedly for this reason that key members (including Australia) have
felt that the achievement of a declaration by the collected APEC leaders at
Bogor in favour of free trade with a designated target date would add a much
needed political commitment and momentum to the process of trade
liberalisation.
eus
As APEC pursues discussions on further bases for cooperation and trade
liberalisation it also faces the challenge of remaining the premier forum for
such discussion in the Asia-Pacific region. A EC has had to contend with
some ongoing sentiment in East and Southeast Asia that a grouping, based
more particularly on East Asian economies, would serve those countries’
interests best.
A proposal for an East Asian Economic Croup was advanced by Malaysia in
December 1990. following the failure of the
ssels meeting of the Uruguay
Round. The concept has continued to attract
rest especially from Malaysia
although it has still to be fully defined. Malaysian attitudes towards
cooperation in the Asia-Pacific reflect concerns that the pace of institutional

A

A

APEC to totally overshadow A

W i l e Malaysia has seen an East Asian
roup as a potentially
valuable counter weight in relation to the U on economic issues, the proposal
has so far made relatively little headway. At AS AN'S ministerial meeting in
July 1993 it was agreed that an "East Asian
onomic Caucus" would be
established as a "Caucus within APEC". Subsequent Malaysia statements have
C and to play down its
continued to emphasise the potential value o
Mrs Rafidah Aziz was
relationship with APEC: Trade and Industry
ia's understanding was
reported to have said on 20 August 1993 th
that the EAEC "was not an APEC-based c
is not an appendix or
component of APEC, it is just that the initial
who constitute the core
happen to be in APEC. But it is not linked to APEC." At the most recent
ASEAN Ministerial Meetings in Bangkok (July 1994) a ministerial lunch took
place between nine East and Southeast governments; the EAEC was not on any
formal agenda but it is understood that the nine ministers may meet again if
necessary.l9
The EAEC proposal has been viewed negatively by both the US and Australia
(whom Prime Minister Mahathir does not envisage as members) but the key
factor which has impeded the proposal has been Japan's unwillingness to
support it. M i l e many officials and business circles in Japan are sympathetic
to the EAEC concept the government has so far indicated a firm preference for
APEC. This attitude has recently produced criticism from Dr Mahathir but
Japanese government attitudes show no signs of
W i l e an EAEC on a formal basis has yet to emerge, pressures for such a
grouping could increase if APEC was not able to maintain a satisfactory
consensus among its members. Australia has been clearly in favour of APEC
remaining the leading focus for Asia-Pacific cooperation both because it brings
together the East Asia economies with the United States and actively
encourages US engagement with the region, and because Australia is a founder
member and active and equal participant in APEC.

alters, "Concerned

athir u n ~ i ~ e to
l y rai

sian bloc w ~ t h ~An

rald, 23 July 199

et",

C is to retain coherent identity as a grouping that can r
effectively the interests of the major Asia-Paci~ceconomies t
d with care.
the first succes

the group should retain
commented when greetin
on 12 November
that Australia had in fact
ent on Chile but
"I said to the President (t
rather about the manage
it gets down to undertaking its substantial work, it may have its capacity to
undertake that work diminished".21
APEC decided in 1993 to impose a moratorium on new members until 1996
but interest is continuing. Just before the Indonesian meetings, President Kim.
of the Republic of Korea said that he would support membership for North
Korea. India, Vietnam and the Russian Federation are also potential members
from the Asian region, while Peru and Colombia have expressed interest as
well. The admission of Chile
made interest from other South American
states understandable but a sign antly larger membership from the Americas
might dilute the character of the grouping as one originally intended e
to represent Asian economies and their major Pacific trading partners.
pace of development of the cooperation being developed by APEC
has also raised questions about its organisational structure. APEC was not
expected to have a large administration and the Secretariat based in Singapore
has at present 13 seconded professional staff and 13 in support. At the time
of the Indonesia meetings, APEG senior officials announced that the structure
of the Secretariat would be reviewed in the light of its rapidly increasing
workload; a task force had been established for this purpose. One issue being
considered is whether APEC would continue to draw on seconded staff or
whether it should recruit directly. It was still intended to keep the Secretariat
a small specialised body.22

Australia's emphasis on APEC reflects directly the growing significance of the
Asia-Pacific in Australia's economic relations.

eat in^ w e l ~ o ~ Ce hs i ~ einto
secretariat",

r

acific region h

le class. Of a total
at the number of people with
from 40 million to 80

*

East Asia now takes 60 percent of Aust lia’s exports - up from 50
ars ago, Eight out of fwelv
utheast Asia as are six o
imports. North East Asia is our largest regional market and has been for
decades (because of minerals and energy exports) and in 1992 Southeast
Asia overtook Europe as our second largest regional market.”

*

Australia’s trade with Asia has increased at a trend rate of over 10 percent
annually in the past decade.

*

The growth in exports of Elaborately Transformed Manufactures (ETMs)
in this period greatly outstripped exports over
great benefits in this.

Having initiated APEC in 1989 Australia now sees it as a crucial element in
Australia’s strategies in the Asia-Pacific. Trade Minister Senator Bob
McMullan commented on 25 August 1994 that APEC “has profound
significance for Australia’s long term economic interests”.
APEC is important to Australia for a number of reasons:
*

While trade and economic relations in the Asia-Pacific have been growing
rapidly, there is still a high level of protection afforded to trade in the
region. This has impeded the progress of regional economic integration
and prevented the region from reachng its h l l economic potential. A
recent World Bank report concluded that global income in the year 2000
would be about $ 100 000 million higher than now expected if East Asian
countries were to cut their current trade barriers to goods from the rest of
the world by 50 percent.24 The potential gains from APEC-sponsored
liberalisation in trade and investment man ements are therefore massive.
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Senator
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in Canberra on 2

regionalism‘tr25
*

Australia has also seen as highly valuable APEC’s role in associating the
d States in regional economic cooperati n. Australia has
an active US involvement in APEC as a way of broadening the context for
the relationships between the US and Asia which continue to be vital for
economic and security interests of both parties. At a time when the
has had bilateral tensions with both Japan and China, Australia has
seen it as very valuable to be able to encourage the US to place these
particular relationships in the context of its wide ranging interests in the
Asia-Pacific region.
APEC provides such a broader context by
emphasising the shared interest in economic rowth and stability of all the
countries of the region.

In recent statements Prime Minister Keating has stressed the important
contribution he sees APEC making to Australia’s economic future in relations
with Asia and also to the security of the region overall. In a speech to the
Asia-Australia Institute in Brisbane on 26 October 1994 he said:
[APEC] helps to lock in US economic and commercial interest in the
region, whch in turn helps ensure US strategic engagement. It provides
a framework to help contain or manage competition between China, Japan
and the United States. And it gives the smaller countries of the region a
greater say in the nature and shape of the trading arrangements in the
region..
e

So long as APEC’s approach is GATT-consistent and - equally
importantly - so long as it contributes to global liberalisation, it seems to
me that, as the weight of economic development in the world shifts
towards Asia and the Pacific, we have a responsibility to show that
countries in this part of the world can take a decisive step towards a free
trade goal.. .

If

e”,

m a ~ e..r.

we hope to come out of E3 gor is a c o m i t m e n t to free
C region by a realistic
ATT-consistent

e in the APEC region would b
e of the Uruguay Round. And t
competitiveness and integration with the

Australia benefits several
nefits in terms of increased
be far greater.26

* * * * *
APEC is less than six years old and it is still clearly in a formative stage. It
group of countri
is trying to bring together a very di
acific
region. The character and role of
C are still being
d and
this is hardly surprising. There are still diffe
views among the members
C to develop, the future of
estions such as the best pace for
nd how it should best pursue trade liberalisation.
attracted a great deal of serious interest and attention
APEC, nonetheles
a new and valuable
from the states o
ding countries of the Asia-Pacific
forum for dialo
the numerous formal and informal
both through th
bilateral talks which the venue of APEC meetings is now providing.
APEC's emphasis on trade facilitation has attracted substantial support from
its diverse members but the efforts now underway to upgrade APEC's role as
an agent for trade liberalisation with a designated timetable is making greater
demands on APEC and its members. Many APEC members now impose
heavy restrictions on trade, as the on oing intense debate about access to
markets for industrial goods to Jap and agricultural pr ducts to the US
illustrate vividly. The implementation of a commitment to free trade even in
25 years would clear1 require profound structural changes in economies which
are often both very large and complex to manage. APEC also faces the
challenge of defining precisely whether the concept of free trade will be
advanced in full accordance with the principle of "open regionalism" (ie
without any discrimination against non-members) or whether APEC' s
liberalisation of trade will involve some conditionality in the sharing of
benefits (which was advocated in parts of the Eminent Persons Group's second
report), an approach which might be both complex and divisive.27
If the declaration of the leaders meeting at Bogor does make a decisive
c o ~ i t m e ntowards
t
free trade then APEC will have entered a new phase in
its development. However this phase will need to be followed by W h e r very

26

"Speech by the Prim
Au§tralia Institute",

substantial work and negotiations. As For
APEC ministerial meetings on 13 Nove
this political commitment [for free trade
we've still got a very long and very di

g road ahead".28

Source: Dept of Foreign Affairs and Trade 1994

figures are rounded to first dccimai place
SOUrCes:

e

IMF Direction of Trade Statistics, 1993 and International Financial SbtiStics June 1994
Financial Measure of exports reflects both trade in merchandise goods and in senices on a
balance of pajments basis

*Chile uiil be welcomed as a member of APEC in No\.ember 1994.

Source: Bept of Foreign Affairs and Trade 1994
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ASIA . PACIFIC ECONOMIC C ~ O ~ ~ ~ A T I O ~

Icific Economic Coopera tion
) was fonned in 1989 in
response to the growin
interdependence amoi
economies. Begun as
dialogue group with limited
~ r t i c ~ p a t i oAPEC
n,
has since become
the primary regional vehicle for
promoting open trade and practical
economic coopera tion. Today, APEC
includes all the major economies of the
ion and the most dynamic, fastest
gro.iuing economies in the world.
APEC’s 17 current member economies
had a combined Gross National
Product of US513 trillion in 1993,
about half the world’s total annual
output. Together, APEG members
represent about 41 percent of the
world’s total merchandise trade.

The current member economies
represent the rich diversity of the
ion as well as differing levels of
nomic growth. That they are
cooperating together to sustain
regional and worId growth reflects a
growing sense of common goals
despite their differences. In the 1991
Seoul APEC Declaration, APEC
members agreed on specific objectives
- to work toward more open trade,
greater economic coopera tion,
investment expansion, and a stronger
multilateral trading system. The
declaration recognized ”the important
contribution of the private sector to the
dynamism of APEC economies” and
called for more active participation of
the business/pnvate sector in APEC.
The ministers committed APEC “to
enhance and promote the role of the
private sector and the application of
free market principles in inaximizing

the benefits of regional coopera tion.”
The 1994 APEC Ministeria
ovember 11-12 in
Jakarta. In addition to trad
liberalization, Indonesia h
and APEC has endorsed four priority
areas for 1994: human resources
development, small and nwdiuxnsized enterprises, infrastructure
development, and business/priva.te
sector coopera tion.

APEC members are committed to
“open regionalism,’’ designed to
encourage greater openness
throughout the global economy as well
as in the region. Progress within APEC
toward regional trade and investment
liberalization should supplement the
multilateral trade system and will be
to the benefit of all members of the
global economy. Indeed, APEC
became a strong voice of support for
the successful conclusion of the
Uruguay Round.

Source: Asia-Pacific Economic Cooperation Secretariat
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APEC operates by consensus. In 1991,
members committed themselves to
conducting their activities and work
programs on the basis of open
dialogue with equa
views of all participants. The APEC
Chair, which rotates annually among
all members, is responsible for hosting
the annual Ministerial Meetin
foreign and economic ministers. At the
1989 Canberra Ministerial Meeting, it
was agreed that it would be
appropriate that every alternate
Ministerial Meeting be held in an
ASEAN economy. Senior Officials
meet regularly between Ministerial
Meetings to carry out the decisions of
and make reconirnendations to the
Ministers.
At the 1992 Bangkok Ministerial
Meeting hosted by Thailand, APEC
Ministers agreed to establish a
permanent APEC Secretariat in
Singapore and approved a budget to
support the Secretariat and the work
programs of APEC’s policy-based
groups and ten sectoral-based
Working Groups. Senior Officials
oversee and coordinate, with approval
from the Ministers, the budgets and
work programs of the ad hoc
Committees and Working Groups. At
the 1993 APEC Ministerial Meeting

chaired by the United States in Seattle,
Ministers agreed to establish a
perrnanent Cormnittee on Trade and
In\-estment ((73.A Budget and
Administrative Committee (BAC) [\.as
to handle APEC’s
increasingly complex budget issues as
n-ork programs develop.
,

Hosted for the first time by US.
President Clinton at Blake Island, near
Seattle, on November 20,1993, APEC
leaders held informal discussions
[vhich emphasized the commitment of
member economies to APEC. The
leaders agreed that member
economies should pursue eight
initiatives in 1994. There was a
consensus to hold another APEC
Leaders Meeting in Indonesia in 1994.
Indonesian President Soeharto plans to
host the Leaders Meeting on
November 15,1994, at the presidential
retreat in the town of Bogor, near
Jakarta.

In 1992, APEC Ministers decided to set
up a non-governmental Eminent
Persons Group (EPG) to develop a

ASIA - PAClFlG ECONOMIC

in the region to the year
made its report and
recomrnenda tions at the 1993

for the APEC region, highl~ghte
potential threats to economic growth,
and offered suggestions on ways to
accelerate and expand
cooperation. Ministers
EPG to continue to expand on its trade

and investment liberalization. The
EPG will deliver its second report to

economic indicators and c
current issues and their fu
prospects. These i ~ d i ~ ~document
tor~

region.

The Budget and A d m i i ~ s t r a t ~ v e
AC) was established in
1993 to advise APEC senior officials on
budgetary, administrative, and
managerial issues. The BAC is

CoinmiffeeOM
Pade and I ~ ~ ~ e s f ~ e ~ thez Committee
f
on Trade and
In 1993, APEC Ministers adopted a
tment
activity and facilitate the flow of goods
and services among meniber
economies. Based on the Declaration,
Ministers formed the Committee on
tment (CTI),currently
epublic of Korea, to
cooperate to liberalize and expand
trade and nurture a more open
environment for investment among
member economies. CTI is
undertaking initiatives to improve the
flow of goods, services, and
technology in the region.

The Ad Hoc Group on Economic
Trends and Issues (ETI)fosters
dialogue on regional economic trends
and issues to provide a broader
context for cooperation in APEC. The
group, currently chaired by Canada,
undertakes research to quantify key

~OOPER~TION

Investment, the Ad Hoc Group on
Economic Trends and Issues, and the
administrative budget proposed by
the Secretariat. The Committee has the
mandate to evaluate the overall
performance of Working Groups and
make recommendations to APEC
senior officials regarding measures to
improve efficiency. The BAC may
examine Working Group and
Committee projects expenditures and
evaluate completed projects.

A major APEC goal is to increase
business sector involvement in APEC.
Involvement by the business sector is
important to ensure that APEC's work
is relevant to real world problems.
Business can provide the expertise and
resources necessary for APEC to
achieve its objectives and can become
a key constituency for ,4PEC both
regionally and in individual member
economies.

1. Convene a meeting of APEC Finance
broad economic issues
~ ~ i n i s ~toediscuss
rs
including macroeconomic developments
and capital flows

2. Establish a Pacific
comprised of tivo business/prir.ate sector
representatives (including one representative from small and medium business)
from each APEC member to identify issues
APEC should address to faalitate trade and
investment in the region.
3. Establish an APEC Education Program to
develop regional cooperation in higher
education.
4. Establish a Business Volunteer Exchange

Program to promote human resource
d eveiopment.

5. Conxene a meeting of APEC Ministers
involved i2*ithSmall and Medium Business
Enterprises to discuss ways to improve the
environment for the operation of these
enterprises.

6. Develop a non-binding code of principles
co\-ering investment issues.
7. Develop APEC's policy dialogue and action
plan for energy security, economic growth,
and environmental protection.
8, Establish a center to facilitate the exchange
of technology and technology management
skills among APEC members.
I

I

The Pacific Economic Cooperation
Council (PECC), a re
governmental, academic, and business
representatives, helped lay the
foundation for economic cooperation
in the region, and is currently the only
priva te-sector-associated organization
to enjoy ”observer” status at APEC
Ministerial and Senior Officials
Meetings. (The other observers are the
ASEAN Secretariat and the South
Pacific Forum.)
At the 1993 SeattIe Ministerial
Meeting, the US.sponsored the first
APEC customs trade symposium held
in conjunction with the Ministerial
Meeting. The fair allowed members’
customs authorities to exchan
on customs and to pass information on
their regimes to the business sector.
Exporters, shippers, carriers, and
insurers also were able to explain their

concerns to customs officials
throughout the region, encouraging
rationalization of customs regimes and
improvement of the environment for
trade.

At each year’s Ministerial Meeting,
members define and fund work
programs for APEC’s two committees,
one ad hoc group, and ten Working
Groups. Working Groups promote
practical cooperation in broad areas
such as infrastructure rationalization,
technology transfer, education and
training, environmentally sound
development and protection of scarce
resources, and trade and investment
facilitation. These activities are

ASIA. PACIRC ECONOMIC COOPERATION

the group.
The Trade and I n v e s t ~ e nData
t
Review ork kin^ Croup has been
developing consistent and reliable

athering information on
existing s e n k e s trade and
investment f'lows data is underway
and work is being undertaken to
achieve greater c o ~ n p a r ~ofb i ~ ~
merchandise trade data.

* The Investment and Industrial
Science and Technology Working
s discussing the various
available for establishing an
ent and technology
information network. An inventory

coordinated through the ten Working
Groups. Much of the continuing work
of the groups will be to suwey the
development potential of and to spur
growth in their sector
these, APEC members have been
building practical li
official representati
sectors and academia.
As of mid-1994, the groups report the
The Trade Promotion Working
Group is developing proposals to
exchange trade and industrial
information and to promote
economic and trade missions
among economies of the region.
The group encourages increased
involvement of the business sector
in activities of the Working Group.
The group is also preparing for the
first APEC trade fair, which will

completed, and a handbook on the
dexrelopment of industria1 parks is
to be compiled. The group is
seeking means to promote the
exchange of information on
industrial science and technology in
an effort to upgrade technology
capability in the region.

* The Human Resources
Development Worki
engaged in some 30
centering on design
delivering appropri
and skills for priva
sector managers an
group also focuses on the context in
which these skills are provided: the
nature of the regional labor market,
the capabilities of education and
training institutions and teachers
and trainers, and the existence of
useful training materials. Among
major themes is the role of

Australia (Canberra),l?SY,Singapore, 1990;
Republic of Korea (%oill), 1991 Tiailand
(Bangkok), 1992; United States %a:tle),
1993, Indonesia (Jakarta),lQ94,I a p x 1995;
Republic of the Philippines, 1996. Canada,
1997
i i l n j o r ,tlertiiigs in 3991
* Senior Ot'ficiais, Jakarta, Februa? 2 - 3

Finance Ministers, Honolulu,
March 1s - 19
0

0

En\-ironment Ministers, i'ancoui er,
Warch 73 - 25
Senior Otficials, Bali, May 1s - 3

* Senior Officials, Jogjakarta,
September 12 - 13
* Trade Ministers, Jakarta, Octo'wr 4

* Small and Medium-sized Enterprise
Ministers, Osaka, October 23 - 23
* Senior Officials, Jakarta,
November 8 - 10
0
APEC Ministers, Jaharta,
NoLember 11 - 12
0

Leaders Meeting, Bogor,
ovember 15

managers in the development of

economic and environmental
considerations.
onal Energy Cooperati
Group has developed
database on regional energy supply
emand which will facilitate
scussion of energy policy and
the a n ~ l y s of
~ srapid structural
change occurring in the region's
energy sector. The Working Group
has developed programs on the use
of clean coal technology to improve
both energy efficiency and
conservation. Programs are
undenuay to share information on
vehicles fuelled by natural gas, solar
power, and other energy
technologies.
The lWarine Re
Working Group promotes
APEC economies
to protect the marine environment
and resources, and ensure

continuing socio-economic benefits
by m ~ ~ n t a ~the
n iquality
~ i ~ of the
marine environment. Programs
related to red tide/ toxic algae and
grated coastal zone
management have been developed.
The Worlung Group's activities also
focus on the broader international
agenda of marine environment

Environment and Development)
process.
The Telecommunications Working
Group provides an important
mechanism among APEC members
for exchanging information,
consulting on policy and regulatory
developments and standards and
developing projects to facilit
shared experiences. A major
activity has been the de
and publication of a m
"The State of Telecommunications
Infrastructure and Regulatory
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E ~ ~ ~ ~ i rofoAPEC
~ ~ ~Economies."
e n t
As part of an extensive human
resources de\-elopment program, a
human resources development
ii-tanual, "Flow to Approach
Training within a
T~lecoinmuI~ication
has been published. The Working
Group is also exploring issues
related to infrastructure and
electronic commerce policy and

0

of s t ~ ~ i s tand
i c ~inf
tourism.
* The Fisheries Wor
investigating existing
on i n t e ~ ~ a t i o ncoop
al
ment and is ide~~tifyii~g
a
useful role for APEC in fishing
management. The Working Group

The Transportati

transportation to provide
information on various activities
and avoid duplication of effort with
other organizations. Members have
prepared publ~cati~ns
containing
overviews of transporta tion systems
a synopsis of
and servic
transporta
ta.
The Tourism Working Group
focuses on tourism as one of the
largest and fastest growing
industries in the region. Current
activities are based on three areas.

the natural, cultural, and social
environment. Major ecosysteins of
importance to tourism
identified for planning and study.
The second area of endeavour deals
with human resource development
to improve quality service. There is
a project designed to heighten
understanding among public sector
personnel of the implications of
their decisions upon tourism in their
economies. Third, the Working
Group is studying the
standardization and rapid exchange

also promotes training and
technology transfer in small and
medium-sized business engaged in
fish harvesting and post harvesting.
Projects are in place to strengthen
the transparency of health and
quality rules related to fish and
fisheries products, to improve
market information on the
commerce of seafood, and to
promote development of
aquaculture within the APEC
region.

The APEC Secretmini is locdrd OIZ
the 19th poor of the Alesniilirtr Point
building in Singcryore

MEC Secrefnriat
To support APEC’s activities, APEC established a Secretariat in Singapore in
February 1993. The Executive Director of the Secretariat, who is seconded froin the
member economy in the APEC chair, serves for one year. The Deputy Executive
Director is appointed by the economy designated to assume the chair the following
year. Ambassador William Bodde, Jr., froin the United States ~ 7 a sthe first
Executive Director in 1993. He w a s succeeded by Ambassador Rusli Noor froin
Indonesia in 1994. Currently, the Deputy Executive Director is Ambassador
Shojiro Imanishi from Japan. In addition to Ambassadors Rusli Noor and
Imanishi, the staff includes professionals seconded from some of APEC’s
inember economies and support staff.

